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Canada

* Canadian inflation accelerated in May, driven primarily by higher gasoline prices, while the Bank’s preferred
core measures remained close to 2%.

*  WTI crude has largely unwound its recent geopolitical premium, retreating to around $70 per barrel. If sus-
tained, this will pull headline inflation lower over the coming months.

* Attention now turns to next week’s industry GDP release. We expect a rebound in April, which would be in line
with GDP growth to resume at 1.9% annualized pace in the second quarter.

U.S.

* Oil prices fell below $70/barrel, flirting with pre-conflict levels as the U.S. and Iran continue to negotiate to-
wards a permanent resolution.

* The Federal Reserve’s preferred inflation metric, core PCE, rose 3.4% year-over-year in May.

* Personal income and spending both rebounded in price-adjusted terms in May, though households have in-
creasingly relied on savings to support spending.

This Week in the Markets Oil Retreats as Al Angst Jolts Markets
Current* Week Ago 52-Week High 52-Week Low Weekly % Change
Stock Market Indexes S&P/TSX i

S&P 500 7355 7501 7610 6141
S&P/TSX Comp. 34974 34857 35390 26692 S&P 500 .
DAX 24674 24986 25421 22301 DAX m
FTSE 100 10488 10363 109M 8736
Nikkei 69361 71250 72366 39460 USD:EUR n
USD:IPY 1
U.S. 10-yr Treasury 4.37 4.45 4.67 3.94 USD:CAD |
Canada 10-yr Bond 3.40 3.40 3.70 3.04
Germany 10-yr Bund 285 299 319 255 Gold .
UK 10-yr Gilt 474 484 517 423 WTI [
Japan 10-yr Bond 2.62 2.66 2.79 1.39
C$ (USD per CAD) on o7 0.74 0.70 Note: Data as of 10:47 AM ET, Friday, June 26, 2026.
Euro (USD per EUR) 114 115 1.20 114 Source: Bloomberg, TD Economics.
Pound (USD per GBP) 1.32 1.32 1.38 1.30
Yen (JPY per USD) 161.6 161.3 161.8 143.4 Global Official Policy Rate Targets
Crude Oil ($US/bbl) 6913 76.60 13.0 55.3 Federal Reserve (Fed Funds Rate) 3.50 - 3.75%
Natural Gas ($US/MMBtu) 32 3.08 30.72 254 Bank of Canada (Overnight Rate) 2.25%
Copper ($US/met. tonne) 13227.6 13526.6 14109.5 9556.9 European Central Bank (Refi Rate) 2.40%
Gold ($US/troy oz.) 4085.5 4155.7 5417.2 3274.3 Bank of England (Repo Rate) 3.75%
*As of 10:47 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold- Bank of Japan (Overnight Rate) 1.00%
London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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Canada - Peak Inflation

This week’s inflation data reinforced a familiar mes-
sage: the recent inflation gain remains largely energy-
driven, while underlying price pressures have remained
contained continue to ease. May’s CPI print showed
headline inflation re-accelerating to 3.2% year-on-year
(y/y) from 2.8% in April, driven primarily by higher gaso-
line prices. Prices at the pump rose for a third consec-
utive month, accelerating to 33.2% y/y and reaching
their highest levels since June 2022. Air transportation
prices also increased as airlines faced higher operating
costs, particularly for jet fuel. Another notable outlier
was tomato prices, which surged 45.2% v/y, reflecting
reduced Mexican supply due to poor weather condi-
tions and a reduction in planted acreage following the
implementation of U.S. tariffs.

In contrast, the Bank of Canada’s preferred core mea-
sures remained close to 2%. While they edged slightly
higher on a three-month basis, the increase was mod-
est and not enough to raise alarm bells. The contained
pace of core inflation underscores that the recent
energy price spike has remained concentrated in a
few categories. Inflation breadth - a measure of how
broadly price increases are spread across the econo-
my - remained contained (Chart 1). Outside of energy
price pressures, prices are broadly consistent with an
economy operating below potential.

Meanwhile, oil prices have begun to retreat, suggest-
ing that this energy-driven inflation flare-up has peaked.
WTI crude has largely unwound its recent geopolitical
premium, retreating to around $70 per barrel - close to

Chart 1: Canadian Inflation Breadth Remains
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Source: Statistics Canada, TD Economics. Last Observation: May 2026

Chart 2: Qil Prices Back Near Pre-Conflict Levels
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Source: Bloomberg, TD Economics. Last Observation: June 26, 2026.

its pre-conflict level (Chart 2). The decline reflects ex-
pectations that oil flows through the Strait of Hormuz
will normalize relatively quickly, easing concerns over oil
supply disruptions. If those expectations prove correct,
lower energy prices will pull headline inflation lower.

Core inflation, however, is likely to remain somewhat
elevated for another two to three months, reflecting
the typical lag for energy costs to feed through to the
broader economy. What’s important is that the trend in
core inflation is broadly consistent with what the Bank
of Canada would like to see. Governor Macklem reit-
erated this point following his speech in Paris, noting
that inflation remains concentrated rather than broad-
based, while the Bank’s preferred core measures have
shown little movement.

Attention now turns to next week’s April industry GDP
release. Recall that first-quarter expenditure-based
real GDP contracted by 0.1% annualized, weighed
down by volatile trade flows and weak domestic de-
mand. The underlying picture, however, was more con-
structive. Industry-based GDP grew by 0.5% annualized
over the quarter, suggesting that the headline contrac-
tion might have overstated the degree of underlying
weakness. Statistics Canada’s flash estimate points to
a solid 0.4% month-on-month gain in April, positioning
the economy for a stronger start to the second quarter.

This aligns with our broader assessment that the econ-
omy is going through a soft patch rather than sliding
into recession. We expect growth to resume at 1.9%
quarter-on-quarter (annualized) in Q2 2026.
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U.S. - Oil Prices Retreat as Al Volatility Picks Up

The first week of summer was relatively quiet on the
economic data front, with financial markets consumed
by developments in the Middle East and evolving
trends in Al. The latter proved to be a source of volatil-
ity in equity markets this week, as news of personnel
changes at Alphabet led to a sell-off that spread to the
broader Al ecosystem. This was partially reversed later
in the week, but still highlights the inherent sensitivity
of markets under the combined influence of elevated
valuations and market concentration. The S&P 500
was down 1.8% while U.S. Treasury yields moved mod-
estly lower on the week as of the time of writing.

On the geopolitical front, negotiations between the
U.S. and Iran continued after the two sides signed a
60-day memorandum of understanding (MOU) last
week. The cessation of hostilities and reopening of the
Strait of Hormuz have been enthusiastically welcomed
by financial markers, with oil prices now back at their
pre-conflict level. However, it bears repeating that the
resumption of oil trade through the vital passageway is
likely to be a gradual process as evidenced by the cur-
rent level of maritime traffic through the strait (Chart
1). Combined with the possibility for roadblocks to be
encountered during negotiations, risks related to oil
prices remain skewed to the upside.

The feedthrough of higher energy prices to the economy
was evident in the PCE inflation reading for May. Prices
were 4.1% higher year-on-year (y/y) during the month,
primarily driven by a 24% increase in energy prices.
However, broader inflation pressures were also present,

Chart 1: Strait of Hormuz Traffic Picking Up But
Remains Fraction of Pre-Conflict Level
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Source: Bloomberg, TD Economics.

Chart 2: Income Growth Has Lagged Spending
Growth For the Past Year
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Source: U.S. Bureau of Economic Analysis, TD Economics.

with core PCE inflation, which excludes food and ener-
gy products, rising 3.4% y/y. With energy prices having
sharply reversed, some downward pressure on overall
inflation is already in-tow. However, uncertainty around
the magnitude and duration of energy-related second-
order effects has given policymakers reason to adopt a
more hawkish stance.

Personal income and spending both rebounded in real
(price-adjusted) terms in May after softer readings in
April, reflecting the sustained resilience of the Ameri-
can consumer. Still, much of the spending in recent
months has been driven by a drawdown in savings,
with the savings rate remaining at 3% in May - far be-
low its historical average of 5-6%. While robust finan-
cial returns over the past few years may be offsetting
the extent to which consumers need to save to meet
their financial goals, the downward trend in the sav-
ings rate also began in mid-2025, coinciding with the
introduction of broad tariffs and likely reflective of the
multitude of cost pressures that have weighed on con-
sumers over the past year (Chart 2).

Looking ahead to next week, the June employment data
release on Thursday will be the highlight. Markets cur-
rently expect 118k new jobs to have been created dur-
ing the month, marking a moderate deceleration rela-
tive to the strong reading in May. Fed Chair Warsh will
also participate in a panel discussion next Wednesday,
which will be watched closely for any signals on mon-
etary policy decisions over the second half of the year.
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Exhibits

Recent Key Economic Indicators: Jun 22 - 26
Release Data for

Economic Indicator/Event . Units Current
Date Period
United States
Jun 23 S&P Global US Composite PMI Jun Index 52.2 51.5
Jun 23 S&P Global US Manufacturing PMI Jun Index 55.7 55.1
Jun 23 S&P Global US Services PMI Jun Index 51.3 50.7
Jun 24 Building Permits May Thsd 1410.0 1413.0
Jun 25 Cap Goods Orders Nondef Ex Air May M/M % Chg. 1.6 -0.7
Jun 25 Durable Goods Orders May M/M % Chg. -4.5 8.5
Jun 25 Gross Domestic Product (Annualized) Q1 Q/Q % Chg. 2.1 1.6
Jun 25 Personal Consumption (@] Q/Q % Chg. 0.5 1.4
Jun 25 Initial Jobless Claims Jun 20 Thsd 215.0 227.0
Jun 25 PCE Price Index May Y/Y % Chg. 4.1 3.8
Jun 25 Core PCE Price Index May Y/Y % Chg. 3.4 3.3
Jun 25 Personal Income May M/M % Chg. 0.7 0.0
Jun 25 Real Personal Spending May M/M % Chg. 0.3 0.0
Jun 26 Advance Goods Trade Balance May Bins -105.8 -83.0
Jun 22 Consumer Price Index May Y/Y % Chg. 3.2 2.8
Jun 22 Consumer Price Index NSA May M/M % Chg. 1.0 0.4
Jun 22 CPI-Median May Y/Y % Chg. 2.1 2.1
Jun 22 CPI-Trim May Y/Y % Chg. 2.0 2.0
Jun 25 Payroll Employment Change (SEPH) Apr Thsd 22.0 5.7
Jun22 IN S&P Global Japan Composite PMI Jun Index 52.5 51.1
Jun 23 UK S&P Global UK Composite PMI Jun Index 49.4 49.7
Jun25 IN Tokyo Consumer Price Index Jun Y/Y % Chg. 1.7 1.4
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Jun 29 - Jul 3

Release _. . . Data for . Consensus Last
Economic Indicator/Event ) Units )
Date Period Forecast Period
United States
Jun 30 10:00 Conf. Board Consumer Confidence Jun Index 94.3 93.1
Jul 01 8:00 Warsh: ECB Policy Panel
Jul O1 8:15 ADP Employment Change Jun Thsd 118.0 122.0
Jul O1 9:45 S&P Global US Manufacturing PMI Jan 00 Index - 55.7
Jul 01 10:00 ISM Manufacturing Jun Index 53.8 54.0
Jul 02 8:30 Change in Nonfarm Payrolls Jun Thsd 115.0 172.0
Jul 02 8:30 Average Hourly Earnings Jun M/M % Chg. 0.3 0.3
Jul 02 8:30 Unemployment Rate Jun % 4.3 4.3
Jul 02 8:30 Initial Jobless Claims Jun 27 Thsd 220.0 215.0
Jul02  10:00 Factory Orders May M/M % Chg. - 4.8
Jul 02 10:00 Factory Orders Ex Trans May M/M % Chg. - 1.3
Jul02  10:00 Durable Goods Orders May M/M % Chg. - -4.5
Jul 02 10:00 Cap Goods Orders Nondef Ex Air May M/M % Chg. - 1.6
Jun 30 8:30 Gross Domestic Product Apr M/M % Chg. 0.4 -0.1
Jul 01 8:00 ECB Policy Panel: Tiff Macklem, Governor
Jul 02 9:30 S&P Global Canada Manufacturing PMI Jun Index - 52.9
Jun29  19:30 JN Jobless Rate May % 2.5 2.5
Jun29  21:30 CH Manufacturing PMI Jun Index 50.1 50.0
Jun 30 2:00 UK Gross Domestic Product 1Q M/M % Chg. 1.1 11
Jul 01 5:00 EZ Consumer Price Index Estimate Jun Y/Y % Chg. 3.0 3.2
Jul 01 5:00 EZ Consumer Price Index Jun Y/Y % Chg. 3.0 3.2
Jul 02 5:00 EZ Unemployment Rate May % 6.3 6.3
*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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