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Canada

* Capital spending intentions for 2026 flagged a pick-up in nominal private sector investment, alongside con-
tinued growth in the public sector.

* Canadian GDP contracted 0.6% annualized in the fourth quarter, thanks to an inventory draw down. Beneath
the headline, domestic demand and net trade were much healthier.

* The solid details of the GDP report likely left the Bank of Canada comfortable with its current on-hold stance.

U.S.
* President Trump focused on tariffs and cost of living issues in his State of the Union Address.

* Consumer confidence edged higher in February on improved expectations, but views of current conditions
weakened further as labor market pessimism persisted.

* Mortgage rates fell below 6% for the first time in over three years, offering modest support to the housing
market.

This Week in the Markets Oil and Gold Prices Rise on U.S.-Iran Tensions
Current* Week Ago 52-Week High 52-Week Low Weekly % Change
Stock Market Indexes S&P/TSX T,

S&P 500 6866 6910 6979 4983

S&P/TSX Comp. 34309 33818 34502 22507 S&P 500  —

DAX 25269 25261 25421 19671 DAX |

FTSE 100 10899 10687 10899 7679

Nikkei 58850 56826 58850 3137 USD:EUR u
USD:JPY —

U.S. 10-yr Treasury 3.98 4.08 4.60 3.95 USD:CAD [

Canada 10-yr Bond 3.15 3.22 3.60 2.83

Germany 10-yr Bund 2.67 274 291 2.41 Gold I

UK 10-yr Gilt 4.5 4.35 4.80 4.25 WTI .

Japan 10-yr Bond 212 212 2.36 112

C$ (Usb per CAD) 0.73 0.73 0.74 0.69 Note: Data as of 10:50 AM ET, Friday, February 27, 2026.

Euro (USD per EUR) 118 118 1.20 1.04 Source: Bloomberg, TD Economics.

Pound (USD per GBP) 1.35 1.35 1.38 126

Yen (JPY per USD) 156.1 1551 159.1 140.9 Global Official Policy Rate Targets

Crude Oil ($US/bbl) 66.8 66.4 751 55.3 Federal Reserve (Fed Funds Rate) 3.50 - 3.75%
Natural Gas ($US/MMBtu) 2.94 315 30.72 2.65 Bank of Canada (Overnight Rate) 2.25%
Copper ($US/met. tonne) 13235.0 12881.0 13524.2 8571.4 European Central Bank (Refi Rate) 215%
Gold ($US/troy oz.) 5236.5 5107.5 5417.2 2857.8 Bank of England (Repo Rate) 3.75%
*As of 10:50 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 - Weak Q4 Headline GDP Number Masks Solid Domestic Demand

Financial markets were hit with a bevy of crosscur-
rents this week. In the bond market, Canadian yields
declined alongside U.S. yields, as ongoing tariff un-
certainty encouraged investors to seek the relative
safety of U.S. bonds. Qil prices were volatile, affected
by fluctuating perceptions of U.S.-Iran tensions as ne-
gotiators from both countries met. Oil was up for the
month overall, which will upwardly pressure Canadian
CPI inflation in February. Equity markets, meanwhile,
were higher again this week, supported by bank earn-
ings and commodity prices.

Data flow was mixed this week. Given the importance
of business investment in forecasts for Canadian eco-
nomic growth, we were eagerly anticipating this week’s
release of the survey of capital spending for 2026. Last
year, nominal non-residential spending on structures
and machinery and equpiment increased about 5%.
Economic uncertainty led to a pullback in private sector
investment, although the public sector increased its in-
vestment spending significantly. Investment intentions
for 2026 in the survey flagged another outperformance
by the public sector. However, the picture is a bit bright-
er compared to last year for the private sector, where
nominal investment is slated to advance 3% (Chart 1).

This week’s Survey of Employment, Payrolls and Hours
offered a pulse-check on the jobs market in December.
The report sent a much weaker signal than the earlier-
released LFS jobs data, as payroll hiring was off 0.2% in
the month while hours worked sagged.

Chart 1: Investment Intentions Flag Some Pickup
in Private Sector Spending This Year
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Source: Statistics Canada, TD Economics

Chart 2: Inventories Weigh on Q4 Canadian
GDP, Masking Solid Growth Elsewhere
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Source: Statistics Canada. TD Economics.

While these reports gave important signals on the
economy, the marquee event this week was this morn-
ing’s release of Q4 Canadian GDP. Real GDP contract-
ed by 0.6% annualized in Q4. The knee-jerk reaction of
markets was to shift the odds slightly more towards a
rate cut this year (though they’re assigning less than
a 50% chance of one this year) on the headline num-
ber. But, peeling back the layers showed a better per-
formance (Chart 2). For starters, inventories were the
main growth drag, as final domestic demand was up
a sturdy 2.4% annualized (stronger than our expec-
tation) boosted by consumption growth and govern-
ment spending. There was also a partial bounce-back
in non-residential investment, consistent with the tone
of the capital intentions survey. Net trade also contrib-
uted positively, driven by a solid gain in exports. Even
the monthly, industry-based GDP for December was
stronger than Statcan had previously guided.

If there was one blemish in the GDP report it was that
output may have moderated in January, though even
here, winter storms may have had a hand. Overall Can-
ada’s economy felt the impact of U.S. tariffs in 2025.
GDP growth slowed from 2% in 2024 to 1.7%, with Sta-
tistics Canada pointing out the slowdown was mainly
due to weaker exports to the United States.

For the Bank of Canada, there was likely enough in the
GDP report to leave them comfortable in their current
hold stance, despite the weak headline figure.
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U.S. - The State of the Union and the State of the Economy

This week’s economic calendar was light, with high-
lights including a modest rise in consumer confidence,
a drop in mortgage rates, the State of the Union Address
(SOTU), and ongoing trade policy uncertainty. In his
SOTU, President Trump reaffirmed support for tariffs as
a government revenue tool. The U.S. has imposed 10%
duties on imports from all countries for 150 days under
Section 122, pivoting quickly after last week’s Supreme
Court decision striking down the administration’s use
of tariffs under the International Emergency Economic
Powers Act (IEEPA) (see report). The President subse-
quently threatened to raise the 10% blanket tariff to 15%,
but no executive order has been signed.

Questions also remain about whether the $133 billion
in IEEPA revenues—60% of total U.S. tariff revenue in
2025—will need to be refunded. The Court did not de-
cide on this, so further litigation is likely. The potential
revenue loss could push U.S. Treasury yields higher, as
tariff revenue was expected to offset much of the One
Big Beautiful Bill Act’s cost. However, markets appear
unconcerned, either expecting the administration to
find other ways to secure tariff funds or anticipating a
lengthy litigation process. So far only a small fraction of
importers has filed lawsuits for refunds.

Cost-of-living concerns were also addressed in the
speech. The president noted that prices for some key
goods have moderated, even as prices broadly contin-
ued to rise. He urged Congress to address healthcare
costs and highlighted efforts to lower prescription drug
prices. Housing affordability was mentioned, with a re-

Chart 1: Consumers Feeling Blue About the
Labor Market

Conference Board Consumer

Confidence Index (1985=100) Percentage Points

160
10
140
90
120 0
100 50
80 30
60 10
40 Consumer Confidence (lhs) -10
20 Labor Market Differential* (rhs) 30

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

*Share of repondents saying that jobs are plentiful less the share of those saying
that jobs are hard to get.
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Chart 2: Growth in Consumer Spending Slowed
At the End of 2025
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Source: U.S. Bureau of Economic Analysis, TD Economics.

newed call to restrict large institutional ownership of
single-family homes. On that note, mortgage rates con-
tinued to ease this week. The average 30-year fixed rate
fell to 5.98% on Thursday—the first sub-6% reading in
over three years. Lower rates and a steady labor mar-
ket should help boost home sales, but without broader
affordability and supply improvements, a major turn-
around in the housing market is unlikely (see report).

Cost-of-living worries and a slowing labor market remain
top of mind for consumers. While consumer confidence
index edged up in February, rising from 89.0 to 91.2, the
gain was due entirely to improved expectations. Mean-
while, households’ views of current conditions softened
further, with the present situation subcomponent de-
clining to its lowest level since the pandemic, pointing
to persistent pessimism about the job market. The gap
between the share of households saying jobs are plenti-
ful versus hard to get has been narrowing, weighing on
confidence (Chart 1).

Consumer spending momentum faded at the end of
last year (Chart 2), suggesting a weak handoff for Q1
and likely slower spending growth, before a possible
Q2 pickup as higher tax refunds arrive. Next week,
February’s jobs report should show labor market sta-
bilization, while retail sales and ISM indexes will offer
insights into consumer and business activity. We ex-
pect these indicators to show the economy continues
to chug along despite the uncertainty, keeping the Fed
on hold for now, especially with tariff policy in flux and
inflation still above target.
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Exhibits

Recent Key Economic Indicators: February 23 - 27, 2026

Release . . Data for
Economic Indicator/Event i Current
Date Period
United States
Feb 23 Factory Orders Dec M/M % Chg. -0.7 2.7
Feb 23 Durable Goods Orders Dec M/M % Chg. 1.4 1.4
Feb 23 Factory Orders Ex Trans Dec M/M % Chg. 0.4 0.1
Feb 23 Cap Goods Orders Nondef Ex Air Dec M/M % Chg. 0.8 0.6
Feb 24 Conf. Board Consumer Confidence Feb Index 91.2 89.0
Feb 24 Wholesale Trade Sales Dec M/M % Chg. 1.0 1.4
Feb 26 Initial Jobless Claims Feb 21 Thsd 212.0 208.0
Feb 27 PPI Final Demand Jan M/M % Chg. 0.5 0.4
Feb 27 PPl Ex Food and Energy Jan M/M % Chg. 0.8 0.6
Feb 26 CFIB Business Barometer Feb Index 64.8 59.3
Feb 26 Payroll Employment Change (SEPH) Dec Thsd -35.4 -1.0
Feb 27 Gross Domestic Product (Annualized) 4Q Q/Q % Chg. -0.6 2.4
Feb 27 Gross Domestic Product Dec M/M % Chg. 0.2 0.0
Feb 23 MX Gross Domestic Product NSA 4Q Y/Y % Chg. 1.8 1.6
Feb 25 EZ Consumer Price Index Jan Y/Y % Chg. 1.7 1.7
Feb 26 JN Tokyo Consumer Price Index Feb Y/Y % Chg. 1.6 1.5
Feb 26 JN Retail Sales Jan Y/Y % Chg. 1.8 -0.9
Feb 27 IN Gross Domestic Product 4Q Y/Y % Chg. 7.8 8.4
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Mar 2 - 6, 2026

Release . _ . Data for . Consensus  Last
im Economic Indicator/Event
Date Period Forecast  Period
United States

Mar 02 9:45 S&P Global US Manufacturing PMI Feb Index - 51.2
Mar 03 9:55 Fed's Williams Gives Keynote Remarks

Mar 02 10:00 ISM Manufacturing Feb Index 51.8 52.6
Mar 03 11:55 Fed's Kashkari Speaks at 2026 Bloomberg Invest Conference

Mar 03 0:00 Wards Total Vehicle Sales Feb Mins 15.2 14.9
Mar 04 8:15 ADP Employment Change Feb Thsd 42.0 22.0
Mar 04 9:45 S&P Global US Services PMI Feb Index - 52.3
Mar 04 9:45 S&P Global US Composite PMI Feb Index - 52.3
Mar 04 10:00 ISM Services Index Feb Index 53.8 53.8
Mar 04 14:00 Fed Releases Beige Book

Mar 05 8:30 Initial Jobless Claims Feb 28 Thsd - 212.0
Mar 06 8:30 Change in Nonfarm Payrolls Feb Thsd 60.0 130.0
Mar 06 8:30 Average Hourly Earnings Feb M/M % Chg. 0.3 0.4
Mar 06 8:30 Unemployment Rate Feb % 4.3 4.3
Mar 05 8:30 Unit Labor Costs 4Q Q/Q % Chg. 2.2 -1.9
Mar 06 8:30 Retail Sales Advance Jan M/M % Chg. -0.3 0.0
Mar 06 8:30 Retail Sales Ex Auto and Gas Jan M/M % Chg. - 0.0
Mar 06 10:00 Business Inventories Dec M/M % Chg. - 0.1
Mar 06 13:30 Fed's Hammack Speaks at Monetary Policy Forum

Mar 02 9:15 Speech by Deputy Governor Sharon Kozicki at Norges Bank

Mar 02 9:30 S&P Global Canada Manufacturing PMI Feb Index - 50.4
Mar 04 10:30 GRI Fireside Chat: Tiff Macklem, Governor

Mar 03 5:00 EZ Consumer Price Index Estimate Feb Y/Y % Chg. 1.7 1.7
Mar 05 5:00 EZ Retail Sales Jan Y/Y % Chg. 1.7 1.3
Mar 02 18:30 JN Jobless Rate Jan % 2.6 2.6
Mar 03 5:00 EZ Consumer Price Index Feb Y/Y % Chg. 1.7 1.7
Mar 03 7:00 BZ Gross Domestic ProductQ 4Q Q/Q % Chg. 0.2 0.1
Mar 03 20:30 CH Manufacturing PMI Feb Index 491 49.3
Mar 04 5:00 EZ Unemployment Rate Jan % 6.2 6.2
Mar 06 5:00 EZ Gross Domestic Product SA 4Q Y/Y % Chg. 1.3 1.3
Mar 06 5:00 EZ Employment 4Q Y/Y % Chg. - 0.6

*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.
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