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Oil Plummets on Renewed U.S. -Iran Deal Optimism
Weekly % Change Current* Week Ago 52-Week High 52-Week Low 

S&P 500 7707 7651 7799 6344
S&P/TSX Comp. 35643 35807 36958 29732
DAX 25357 25304 26570 22301
FTSE 100 10674 10659 10911 9214
Nikkei 66364 65019 72366 44551

U.S. 10-yr Treasury 5.22 5.00 5.22 3.94
Canada 10-yr Bond 3.99 3.88 4.00 3.04
Germany 10-yr Bund 3.63 3.52 3.63 2.55
UK 10-yr Gilt 5.40 5.30 5.40 4.23
Japan 10-yr Bond 3.08 2.99 3.08 1.63

C$ (USD per CAD) 0.71 0.72 0.74 0.70
Euro (USD per EUR) 1.14 1.15 1.20 1.14
Pound (USD per GBP) 1.32 1.34 1.38 1.30
Yen (JPY per USD) 157.4 156.9 163.9 147.1

Crude Oil ($US/bbl) 93.77 100.30 113.0 55.3
Natural Gas ($US/MMBtu) 2.97 2.99 33.80 0.26
Copper ($US/met. tonne) 14745.8 14543.1 14821.0 10142.6
Gold ($US/troy oz.) 4265.0 4378.6 5417.2 3749.4

This Week in the Markets

*As of 10:33 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold-
London Gold Bullion. Source: Bloomberg.
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Weekly Bottom Line

Highlights

Canada

U.S.

Current Target
Federal Reserve (Fed Funds Rate) 3.75 - 4.00%
Bank of Canada (Overnight Rate) 2.25%
European Central Bank (Refi Rate) 2.65%
Bank of England (Repo Rate) 3.75%
Bank of Japan (Overnight Rate) 1.25%
Source: Bloomberg.  

Global Official Policy Rate Targets 
Central Banks

•	 Canadian bond yields rose alongside U.S. rates, leaving the key 5-year yield at its highest level since 2024. 

•	 Economic data this week showed that population growth remains weak despite upward revisions, and house-
hold spending was likely resilient in Q3, underpinned by accumulated wealth and some drawdown of savings.

•	 The Bank of Canada is likely to remain on hold in October amid subdued core inflation and tariff-related growth 
risks. However, high energy prices are boosting upside inflation risks.

•	 The global bond selloff intensified this week, with the 10-year Treasury yield reaching a new 19-year high. 

•	 A proposed 90-day diesel export ban could lower domestic prices, but also curb refinery output and raise 
gasoline and global fuel costs.

•	 This week’s Fed speeches were notably unified, with all officials striking a hawkish tone amid signs that domes-
tic activity is strengthening.
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1.1% month-on-month (m/m) in July, signalling some soft-
ness in household spending at the start of Q3. However, 
this followed a strong second quarter for consumption, 
making some moderation unsurprising (Chart 2). At the 
same time, StatCan’s preliminary estimate pointed to a 
1.3% m/m rebound in nominal sales in August, comfort-
ably outpacing inflation and suggesting a solid increase 
in volumes. Taken together, the data remain consistent 
with our expectation for healthy consumption growth in 
Q3, supported by wealth and a drawdown of savings.

For the Bank of Canada, there was likely little in this 
week’s data to materially alter the policy outlook. We 
continue to expect the Bank to remain on hold through 
the remainder of the year (see here). Core inflation is like-
ly to remain within the Bank’s comfort zone, and recently 
imposed tariffs should weigh on economic growth, pro-
viding little argument for higher rates. Financial markets 
are more hawkish, however, and are expecting at least 
one rate hike by year-end. We acknowledge the upside 
risk to inflation from elevated energy prices, a concern 
Governor Macklem reiterated in a speech this week. 
Whether the Bank ultimately raises rates will depend on 
which force exerts greater influence on inflation - the 
pass-through from higher energy costs or the drag on 
growth from trade uncertainty, and how sturdy demand 
is generally in Canada. For now, inflation excluding en-
ergy is contained at 2.3%, while Governor Macklem not-
ed that growth could slow meaningfully in Q4 because 
of the new tariffs. Taken together, this supports the case 
for a pause in the near term, although upside inflation 
risks are clearly building.

Canada – A Tug of War Between Energy Prices and Trade Uncertainty

With few top-tier data releases this week, Canadian mar-
kets largely took their cues from developments south of 
the border. In the U.S., stronger-than-expected econom-
ic data pushed bond yields higher. That move quickly 
spilled over into Canada, with the key 5-year Govern-
ment of Canada yield climbing about 10 bps to around 
3.7% (as of writing), a level last seen in 2024. This bond 
yield underpins pricing for the popular 5-year fixed-rate 
mortgage. Since July, the yield has risen about 70 bps, 
putting upward pressure on borrowing costs. 

Elsewhere, oil prices moved lower over the week as 
crude exports from Saudi Arabia improved and there 
was renewed optimism around a U.S.-Iran deal. This pro-
vided some modest relief at the pumps for diesel prices, 
although gasoline prices were little changed. Even so, 
both remain elevated and are on track to put upward 
pressure on inflation this month.

This week’s economic data painted a mixed picture. 
Canada’s population grew a modest 0.5% year-on-year 
at the start of the second quarter (Chart 1). However, 
that was stronger than we had anticipated, and his-
torical population figures were also revised higher. Even 
with these adjustments, the broader message remains 
unchanged - population growth is weak and is likely 
to stay that way for some time. Over time, this should 
weigh on domestic demand and labour force growth – 
the latter of which should put downward pressure on the 
unemployment rate.

The week also provided a pulse check on the Canadian 
consumer. Inflation-adjusted retail sales volumes fell 

Rishi Sondhi, Economist
416-983-0686
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Chart 2: Retail Spending Takes a Breather in July, 
Rebounds in August
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Chart 1: Slower Population Growth Shapes Economic 
Outlook

https://economics.td.com/
https://economics.td.com/ca-quarterly-economic-forecast
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The global bond selloff intensified this week, with the 
U.S. 10-year Treasury yield reaching a 19-year high of 
5.22%. The rout reflected a confluence of factors: strong 
PMI data pointing to resilient growth and persistent in-
flation pressures, hawkish Fed commentary, and lack-
luster demand at a five-year Treasury auction. Geopo-
litical developments added to the uncertainty. Iran’s 
president told the UN General Assembly that reopening 
the Strait of Hormuz remained conditional on the U.S. 
lifting its blockade on Iranian exports, dashing hopes 
for any near-term diplomatic breakthrough. Even so, oil 
prices fell 6% on the week to $94 per barrel as Saudi 
Arabia resumed operations on its East-West Pipeline – a 
key artery that transports roughly 4% of global oil sup-
ply. Meanwhile, the only meaningful outcome from this 
week’s meeting between President Trump and President 
Xi was an extension to the U.S.–China trade truce to Jan-
uary 2027, pushing back a November expiry and avert-
ing a renewed escalation toward the triple-digit tariffs. 

Despite the pullback in crude prices, refined-product 
markets remain tight. Retail diesel prices climbed above 
$6.50 per gallon while regular gasoline is hovering at 
$4.50 (Chart 1). The sharp rise in fuel costs prompted 
President Trump to propose a 90-day ban on diesel ex-
ports. Because the U.S. supplies roughly 20% of globally 
traded diesel, a ban would immediately redirect more 
supply to the domestic market, providing some near-
term relief at the pump. However, the effects would vary 
considerably by region. The Gulf Coast, home to more 
than half of U.S. refining capacity, produces substan-
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Chart 1: Fuel Prices Have Pushed Meaningfully Higher

U.S. - Resilient Growth Keeps the Fed on Edge

Thomas Feltmate, Director & Senior Economist
416-944-5730
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Manufacturing: 36.1

Services: 26.7

Chart 2: PMIs Hit Multiyear Highs in September

tially more fuel than it consumes, while the East Coast 
relies partly on imports. An export ban would therefore 
strand excess supply on the Gulf Coast while tightening 
global markets. It could also create broader distortions 
because refineries jointly produce gasoline, diesel, and 
jet fuel. If surplus diesel forced refiners to reduce crude 
throughput, supplies of gasoline and jet fuel could also 
tighten, adding upward pressure to their prices.

Simply put, there is no easy way to lower refined-prod-
uct prices without a corresponding pullback in crude 
oil – and that appears unlikely in the near term. As a 
result, the second-round effects of higher energy costs 
may persist longer than previously expected. This has 
become a growing concern for Fed officials, particularly 
as strong aggregate demand also appears to be keep-
ing inflation elevated. That concern was reinforced by 
S&P’s flash estimates of manufacturing and services 
PMIs for September, which showed activity expanding 
at its fastest pace in several years (Chart 2). The accel-
eration was driven largely by sharp gains in new orders 
and employment, while input costs also rose.

Fed officials had appeared increasingly divided earlier 
in the year, but this week’s remarks conveyed far greater 
unity, consistent with last week’s unanimous decision to 
raise rates. All nine officials who discussed the outlook 
struck a hawkish tone, and none expressed clear sup-
port for a pause. Next week’s August PCE inflation data 
and September employment report will be key in shap-
ing the Fed’s next decision. Fed futures are currently 
pricing 66% odds of another hike in October.

https://economics.td.com/


www.economics.td.com 4

Weekly Bottom Line

Exhibits

Release 
Date

Economic Indicator/Event
Data for 
Period

Units Current Prior

Sep 23 S&P Global US Manufacturing PMI Sep Index 57.0 53.9

Sep 23 S&P Global US Services PMI Sep Index 58.7 56.5

Sep 23 S&P Global US Composite PMI Sep Index 58.4 56.0

Sep 24 Initial Jobless Claims Sep 19 Thsd 197.0 198.0

Sep 24 Building Permits Aug Thsd 1403.0 1394.0

Sep 24 New Home Sales Aug Thsd 684.0 643.0

Sep 25 Durable Goods Orders Aug M/M % Chg. 0.0 0.9

Sep 25 Cap Goods Orders Nondef Ex Air Aug M/M % Chg. 1.6 0.6

Sep 24 CFIB Business Barometer Sep Index 47.9 57.7

Sep 24 Payroll Employment Change - SEPH Jul Thsd 26.1 20.2

Sep 24 Retail Sales Jul M/M % Chg. -0.7 0.6

Sep 24 Retail Sales Ex Auto Jul M/M % Chg. -0.7 0.5

Recent Key Economic Indicators: Sep 21 - 25, 2026

United States

Canada

International
Source: Bloomberg, TD Economics. 

# Internal
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Release 
Date

Time* Economic Indicator/Event
Data for 
Period

Units
Consensus 
Forecast

Last 
Period

Sep 28 13:30 Fed's Barkin in Fireside Chat

Sep 29 9:00 S&P CoreLogic CS 20-City NSA Jul Y/Y % Chg. - 2.1

Sep 29 9:00 S&P CoreLogic CS US HPI NSA Jul Y/Y % Chg. - 1.5

Sep 29 10:00 Conf. Board Consumer Confidence Sep Index 90.0 89.4

Sep 29 10:00 Job Openings Aug Mlns 7.2 7.3

Sep 29 13:00 Fed's Goolsbee Speaks in Moderated Discussion

Sep 29 14:00 Fed's Williams Gives Keynote Remarks

Sep 30 8:15 ADP Employment Change Sep Thsd 70.0 38.0

Sep 30 8:30 Advance Goods Trade Balance Aug Blns -113.9 -118.9

Sep 30 8:30 PCE Price Index Aug Y/Y % Chg. 3.7 3.7

Sep 30 8:30 Core PCE Price Index Aug Y/Y % Chg. 3.3 3.3

Sep 30 8:30 Personal Income Aug M/M % Chg. 0.5 0.4

Sep 30 8:30 Real Personal Spending Aug M/M % Chg. 0.6 0.0

Sep 30 13:30 Fed's Barkin Gives Welcome Remarks at Rural America Conference

Sep 30 15:25 Fed's Cook Speaks at Investing in Rural America Conference

Sep 30 17:10 Fed's Goolsbee Gives Keynote Address

Sep 30 18:00 Fed's Kashkari Speaks in Fireside Chat

Oct 1 8:30 Initial Jobless Claims Sep 26 Thsd - 197.0

Oct 1 9:45 S&P Global US Manufacturing PMI Sep Index - 57.0

Oct 1 10:00 ISM Manufacturing Sep Index 55.0 54.6

Oct 1 9:05 Fed's Barkin, Collins, Schmid on Panel About Rural America

Oct 1 15:30 Fed's Cook and NY Fed's Williams at Panel

Oct 1 18:45 Fed's Logan Speaks At Eleventh District Appreciation Event

Oct 2 8:30 Average Hourly Earnings Sep M/M % Chg. 0.3 0.3

Oct 2 8:30 Change in Nonfarm Payrolls Sep Thsd 100.0 162.0

Oct 2 8:30 Unemployment Rate Sep % 4.1 4.1

Oct 2 10:00 Cap Goods Orders Nondef Ex Air Aug M/M % Chg. - 1.6

Oct 2 10:00 Durable Goods Orders Aug M/M % Chg. - 0.0

Oct 2 10:00 Factory Orders Aug M/M % Chg. -0.1 0.9

Oct 2 10:00 Factory Orders Ex Trans Aug M/M % Chg. - 0.6

Sep 29 8:30 Gross Domestic Product Jul M/M % Chg. 0.1 0.3

Sep 29 13:35 BoC's Gravelle Speaksin Fireside Chat

Oct 1 TBD BoC's Rogers Gives Keynote Address

Sep 29 19:50 JN Retail Sales Aug Y/Y % Chg. 3.2 3.7

Sep 29 21:30 CH Manufacturing PMI Sep Index 50.1 49.8

Sep 30 2:00 UK Gross Domestic Product Q2 Y/Y % Chg. 1.2 1.2

Oct 1 5:00 EZ Unemployment Rate Aug % 6.4 6.4

Oct 1 19:30 JN Jobless Rate Aug % 2.4 2.4

Oct 1 19:30 JN Tokyo Consumer Price Index Sep Y/Y % Chg. 2.5 2.9

Oct 2 5:00 EZ Consumer Price Index Sep Y/Y % Chg. 3.6 3.2

Upcoming Economic Releases and Events: Sep 28 - Oct 02, 2026

United States

Canada

International

 *Eastern Standard Time. Source: Bloomberg, TD Economics. 
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Disclaimer
This report is provided by TD Economics.  It is 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.

https://economics.td.com/

