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Canada
* Despite a busy week of Canadian economic updates, not much has changed for the economic outlook.

* Declines in non-precious metal exports to the U.S. are only being partly offset by gains elsewhere. This aligns
with recent GDP and trade data pointing to effectively flat fourth quarter output.

* Anincrease in the GST/HST tax credit will provide modest relief to lower income households but is expected
to have a limited macroeconomic impact.

U.S.

* President Trump has nominated former Fed governor Kevin Warsh as the next Fed Chair.
* The Federal Reserve elected to hold rates steady at the target range of 3.50-3.75%.

* The White House and Senate have reached a deal that would avert another government shutdown. The ap-
propriations bill still needs to be confirmed by the House of Representatives on Monday.

This Week in the Markets U.S. Dollar Stabilizes Mid-week
Current* Week Ago 52-Week High 52-Week Low Weekly % Change

Stock Market Indexes S&P/TSX I
S&P 500 6942 6916 6979 4983
S&P/TSX Comp. 32197 33145 33176 22507 S&P 500 u
DAX 24553 24901 25421 19671 DAX I
FTSE 100 10216 10143 10239 7679
Nikkei 53323 53847 54341 3137 USD:EUR u
U.S. 10-yr Treasury 4.25 4.23 4.62 3.95 USD:CAD [
Canada 10-yr Bond 3.42 3.4 3.60 2.83
Germany 10-yr Bund 2.85 291 2.91 2.36 Gold -
UK 10-yr Gilt 453 451 4.80 4.34 WTI T
Japan 10-yr Bond 2.25 2.26 2.36 112
C$ (USD per CAD) 0.74 0.73 0.74 0.69 Note: Data as of 11:10 AM ET, Friday, January 30, 2026.
Euro (USD per EUR) 119 118 1.20 1.03 Source: Bloomberg, TD Economics.
Pound (USD per GBP) 1.37 1.36 1.38 1.24
Yen (JPY per USD) 154.2 155.7 159.1 140.9 Global Official Policy Rate Targets
Crude Oil ($US/bbl) 65.6 61.1 75.1 55.3 Federal Reserve (Fed Funds Rate) 3.50 - 3.75%
Natural Gas ($US/MMBtu) 9.34 30.72 30.72 265 Bank of Canada (Overnight Rate) 2.25%
Copper ($US/met. tonne) 13524.2 13048.9 13524.2 8571.4 European Central Bank (Refi Rate) 2.15%
Gold ($US/troy oz.) 5030.8 4987.5 5417.2 2794.6 Bank of England (Repo Rate) 3.75%
*As of 11:10 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold- Bank of Japan (Overnight Rate) 0.75%
London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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Canada - Trade Uncertainty Lingers Over Economy

It was a busy week of updates on the Canadian econ-
omy, on top of an announcement of expanded support
for modest income Canadians and a widely expected
rate hold from the Bank of Canada. Yet, after all the
news, Canadian bond yields are roughly in line with
last Friday’s close. Currency markets made headlines
this week (see commentary) with the U.S. dollar’s (USD)
slide since mid-January - lifting the CAD roughly 2.7%
against USD over that span. Overall, the economy is
still tracking with our prior forecasts, with relatively
weak growth expected in 2026.

The trade picture remains challenging with the non-
precious metal exports to the U.S. down $29 billion
year-to-date (-5.5%), while exports to the rest of the
world are up a smaller $14.9 billion (+10.9%). The pic-
ture highlights the challenge for Canadian exporters in
finding or developing new markets.

The difficult trade picture squares with the recent data
flow from industry. Monthly GDP figures in the fourth
quarter suggest a 0.5% (quarter-on-quarter annualized,
a/g ann.) contraction to end the year. Now, there’s been
a healthy wedge between the monthly and quarterly
GDP figures of late (Chart 2), but it is a signal that is hard
to ignore. Together with the updated trade figures, we
now expect virtually no growth (+0.3%, g/q ann.) in the
fourth quarter of the year - a touch above the Bank of
Canada’s flat projection. The fourth quarter is a slight
mark-down from prior projections but still conforms to
the general picture of an economy that is going to strug-

Chart 1: Non-Gold Exports Struggle to Pivot
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Chart 2: GDP Growth Likely Stalled Out to End 2025
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gle to gain traction over 2026. The picture, supported by
the November trade data, is one of firms and consum-
ers working under a cloud of uncertainty as they work
to adjust to the new trade landscape. Circumstances
are not expected to materially change in the coming
months as the review of CUSMA picks up.

On the consumer front, the government announced
an increase in the GST/HST tax credit, which it has re-
branded the “Canada Groceries and Essentials Bene-
fit”. The program is targeted towards lower income Ca-
nadians (about 12 million people receive the benefit),
with payments expected to increase 25% for the next
five years, along with a one-time payment of “a 50% in-
crease” around mid-2026. The impact on the economy
is expected to be relatively small (~0.1% of GDP), but
could help to alleviate some of the challenges lower-
income households have been facing, especially with
regards to food costs.

We don’t expect this program to materially affect the
outlook and, therefore, inflation. It is relatively small
and the currents carrying the economy over the com-
ing months are far more powerful forces. Uncertainty
remains very high, so possible outcomes around the
baseline are wide, but we expect 2026 to be a year
where growth gradually stabilizes as a new normal is
established.
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U.S. - Kevin Warsh Nominated as Next Fed Chair

It was a quiet week on the economic data calendar,
giving financial markets an opportunity to digest a tor-
rent of developments on the earnings, political and
policy front. The Fed interest rate announcement took
a backseat, with the FOMC predictably holding the
policy rate steady, while maintaining its cutting bias.
But the bigger news was President Trump’s nominat-
ing Kevin Warsh to be the new Fed Chair (see commen-
tary). More recently, Warsh has struck a relatively dov-
ish tone, but historically he has leaned more hawkish.
Financial market reaction is somewhat mixed. Equities
have turned modestly lower - and look to the end the
week in the red - while the yield curve has steepened
by several basis points. Meanwhile, gold gave back
most of its gains from earlier in the week, while the
greenback suffered a second straight week of declines
(see commentary) and has now slipped by 2.7% since
mid-January (Chart 1).

As of writing, it looks like the White House and Senate
leaders have reached a deal to avert another govern-
ment shutdown... well, sort of. The “deal” will extend
funding for five of the six agencies through September
30th. Funding for the Department of Homeland Secu-
rity, which includes Immigration and Customs Enforce-
ment (ICE), will be split off from the larger appropria-
tions package and will only extend through February
13th. This will allow Congress more time to negotiate
new policy measures on the current ICE deployment.

However, the funding bill will need to return to the
House for another vote, which won’t happen until Mon-

Chart 1: USD Weakens Through Early-2026
Nominal Advanced Foreign Economies Trade Weighted Dollar

(Jan 06 =100)
125

Liberation Day
120
115
10
105

100
Jan 25 Mar 25 May 25 Jul 25 Sep 25 Nov 25 Jan 26

Source: Federal Reserve Board, TD Economics.

Chart 2: Market Expectation For Cuts Show
Little Response to Warsh Nomination
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day, so there will be a brief lapse in appropriations
over the weekend. Provided the revised bill passes
without issue, the disruptions will be small. However,
should passage in the House be delayed, and the shut-
down drags on for even a few days, then it’s very likely
that the January employment report - scheduled for
release on Friday February 6th — will be delayed.

Turning to the Fed announcement, there was little
doubt that the FOMC would hold the policy rate
steady. For investors, the focus was more on tweaks to
the statement and the press conference to get a better
sense of forward guidance. Changes to the statement
(see commentary) largely reflected a “mark-to-market”
on current conditions. The assessment on economic
activity was upgraded to “solid” (previously “moder-
ate”), while the reference to the downside risks to the
labor market were removed. During the press confer-
ence, Powell characterized the current policy stance
as “roughly appropriate and not significantly restric-
tive”. Translation: the FOMC sees reduced risks to both
sides of its dual mandate, suggesting less need for fur-
ther policy action.

Importantly, Fed futures barely budged following
President Trump’s announcement that he is nominat-
ing Warsh to be the new Fed chair - with two cuts still
priced by year-end (Chart 2). For the time being, con-
cerns surrounding Fed independence have been tem-
pered. But rest assured - if confirmed by the Senate
- market participants will parse every word over the
coming months as Warsh shadows Chair Powell.
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Exhibits

Recent Key Economic Indicators: Jan 26 - 30, 2026

Economic Indicator/Event Current Prior
United States
Jan 26 Durable Goods Orders Nov M/M % Chg. 5.3 -2.1
Jan 26 Cap Goods Orders Nondef Ex Air Nov M/M % Chg. 0.7 0.3
Jan 27 Conf. Board Consumer Confidence Jan Index 84.5 94.2
Jan 28 FOMC Rate Decision (Upper Bound) Jan 28 % 3.75 3.75
Jan 29 Unit Labor Costs 3Q Q/Q % Chg. -1.9 -1.9
Jan 29 Initial Jobless Claims Jan 24 Thsd 209.0 210.0
Jan 29 Trade Balance Nov Blns -56.8 -29.2
Jan 29 Factory Orders Nov M/M % Chg. 2.7 -1.2
Jan 29 Factory Orders Ex Trans Nov M/M % Chg. 0.2 -0.1
Jan 29 Durable Goods Orders Nov M/M % Chg. 5.3 5.3
Jan 29 Cap Goods Orders Nondef Ex Air Nov M/M % Chg. 0.4 0.7
Jan 29 Wholesale Trade Sales Nov M/M % Chg. 1.3 -0.4
Jan 30 PPI Final Demand Dec M/M % Chg. 0.5 0.2
Jan 30 PPl Ex Food and Energy Dec M/M % Chg. 0.7 0.0
Jan 28 Bank of Canada Rate Decision Jan 28 % 2.25 2.25
Jan 29 Payroll Employment Change - SEPH Nov Thsd -26.2 21.2
Jan 29 Int'l Merchandise Trade Nov Blns 2.2 -0.4
Jan 30 Gross Domestic Product Nov M/M % Chg. 0.0 -0.3
Jan 29 JN Tokyo Consumer Price Index Jan Y/Y % Chg. 1.5 2.0
Jan 29 JN Jobless Rate Dec % 2.6 2.6
Jan 29 JN  Retail Sales Dec Y/Y % Chg. -0.9 1.1
Jan 30 EZ Gross Domestic Product SA 4Q Y/Y % Chg. 1.3 1.4
Jan 30 EZ Unemployment Rate Dec % 6.2 6.3
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Feb 2 - 6, 2026

Release . . . Data for . Consensus  Last
im Economic Indicator/Event i Units :
Date Period Forecast  Period
United States
Feb 02 9:45 S&P Global US Manufacturing PMI Jan Index - 51.9
Feb 02 10:00 ISM Manufacturing Jan Index 48.3 47.9
Feb 02 12:30 Fed's Bostic Speaks at the Atlanta Rotary Club
Feb 03 0:00 Wards Total Vehicle Sales Jan Mins 15.3 16.0
Feb 03 8:00 Fed's Barkin Speaks on US Economy
Feb 03 9:40 Fed's Bowman in Moderated Conversation
Feb 04 8:15 ADP Employment Change Jan Thsd 45.0 1.0
Feb 04 9:45 S&P Global US Services PMI Jan Index - 525
Feb 04 9:45 S&P Global US Composite PMI Jan Index - 52.8
Feb 04 10:00 ISM Services Index Jan Index 53.5 54.4
Feb 05 8:30 Initial Jobless Claims Jan 31 Thsd 210.0 209.0
Feb 05 10:50 Fed's Bostic Speaks with Dean of Clark Atlanta University
Feb 06 8:30 Change in Nonfarm Payrolls Jan Thsd 65.0 50.0
Feb 06 8:30 Average Hourly Earnings Jan M/M % Chg. 0.3 0.3
Feb 06 8:30 Unemployment Rate Jan % 4.4 4.4
Feb 02 9:30 S&P Global Canada Manufacturing PMI Jan Index - 48.60
Feb 05 12:40 Speech by Governor Tiff Macklem
Feb 06 8:30 Net Change in Employment Jan Thsd 7.0 8.2
Feb 06 8:30 Unemployment Rate Jan % 6.8 6.8
Feb 04 5:00 EZ Consumer Price Index Estimate Jan Y/Y % Chg. 1.7 1.9
Feb 05 5:00 EZ Retail Sales Dec Y/Y % Chg. 1.8 2.3
Feb 05 7:00 UK Bank of England Bank Rate Feb 05 % 3.8 3.8
Feb 05 8:15  EZ ECB Main Refinancing Rate Feb 05 % 22 22
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Disclaimer

This report is provided by TD Economics. Itis for informational and educational purposes only as of the date of writing, and may not be appropriate for other purposes.
The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended to be relied
upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or
tax advice. The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokesper-
sons for TD Bank Group with respect to its business and affairs. The information contained in this report has been drawn from sources believed to be reliable, but is
not guaranteed to be accurate or complete. This report contains economic analysis and views, including about future economic and financial markets performance.
These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially different. The
Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or
views contained in this report, or for any loss or damage suffered.

www.economics.td.com 6



https://economics.td.com/

