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Canada

* Canadian labour market momentum softened further in September, strengthening the case for a Bank of Cana-
da pause later this month.

* Strong August trade data point to modest support for Q3 growth, though tariff-related front-running could lead
to softer trade flows in the coming months.

*  We continue to expect the BoC to hold rates steady on October 28th, with the next CPI report likely determining
whether inflation risks warrant renewed tightening.
U.S.

¢ Qil prices remained volatile as markets weighed shifting Middle East tensions, improved flows through the
Strait of Hormuz, and hurricane-related production shutdowns in the Gulf.

* U.S. Treasury yields edged lower as healthy demand at 10- and 30-year auctions helped ease pressure from
the recent rise in term premiums.

* Financial markets remained confident that the Fed would hold rates at their next meeting, though next week’s
CPI report will be monitored closely.

This Week in the Markets Greenback Notches Fourth Straight Weekly Gain
Weekiy % Change
Stock Market Indexes S&P/TSX |

S&P 500 7789 7723 7819 6344

S&P/TSX Comp. 35480 35503 36958 29778 S&P 500 I

DAX 25106 25231 26570 22301 DAX ]

FTSE 100 10553 10462 1091 9355

Nikkei 69031 68309 72366 46847 USD:EUR I
USD:IPY  —

U.S. 10-yr Treasury 5.28 5.27 5.30 3.94 USD:CAD |

Canada 10-yr Bond 3.90 3.94 4.00 3.04

Germany 10-yr Bund 3.49 3.46 3.64 255 Gold I
UK 10-yr Gilt 5.45 5.37 5.48 4.23 WTI I

Japan 10-yr Bond 3.02 3.09 3.13 1.63

C$ (USD per CAD) 0.70 0.70 0.74 0.70 Note: Data as of 10:49 AM ET, Friday, October 9, 2026.

Euro (USD per EUR) 112 113 1.20 112 Source: Bloomberg, TD Economics.

Pound (USD per GBP) 1.32 1.32 1.38 1.30

Yen (JPY per USD) 158.4 157.9 163.9 150.4 Global Official Policy Rate Targets

Crude Oil ($US/bbl) 91.42 91.1 13.0 55.3 Federal Reserve (Fed Funds Rate) 3.75 - 4.00%
Natural Gas ($US/MMBtu) 3.22 291 33.80 2.44 Bank of Canada (Overnight Rate) 2.25%
Copper ($US/met. tonne) 14405.9 14312.0 14821.0 10486.8 European Central Bank (Refi Rate) 2.65%
Gold ($US/troy 0z.) 4183.8 441.2 5417.2 3930.1 Bank of England (Repo Rate) 3.75%
*As of 10:45 AM on Friday. **Qil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold- Bank of Japan (Overnight Rate) 1.25%
London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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Canada - Labour Market Weakens, Inflation Remains the Wild Card

With less than three weeks until the Bank of Canada’s
October 28th rate decision, attention this week was
squarely on the labour market. September’s employ-
ment report disappointed relative to expectations,
with employment falling by 68k following a decline of
more than 40k in August. The weakness pushed the
unemployment rate up a tenth to 6.5% (Chart 1). Job
losses were equally split between full-time and part-
time work, with one bright spot being that private sec-
tor employment held steady. To be sure, Canada’s la-
bour market has held up better than many expected
this year given ongoing trade tensions, elevated uncer-
tainty and softer economic growth. However, this this
report suggests the labour market is still searching for
more durable momentum.

Financial markets responded swiftly, with Canadian
bond yields falling 6-10 basis points across the curve
as investors pared expectations for near-term policy
tightening. The Canadian dollar also weakened rough-
ly six-tenths of a cent against the USD, remaining near
an 18-month low, while the TSX gave back some of its
recent gains. Elsewhere, WTI crude continued to oscil-
late around the $90/bbl mark.

Meanwhile, this week’s trade data painted a some-
what firmer picture of underlying economic activity,
with some caveats. Exports rebounded sharply in Au-
gust following a temporary pullback in July. Stronger
shipments of crude oil, diesel, nuclear fuel, consumer
goods and industrial machinery helped drive gains

Chart 1: Canada's Labour Market Takes a Breather
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Source: Statistics Canada, TD Economics.

Chart 2: Canadian Exports Gain Momentum, But Trade
Expected to Remain Choppy
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Source: Statistics Canada, TD Economics.

across most major export categories (Chart 2). Some
of August’s strength reflected businesses pulling ac-
tivity forward ahead of recent tariff measures, sug-
gesting some payback is likely in the coming months.
For now, trade is positioned to provide a modest
boost to Q3 GDP growth, though new tariffs, coun-
termeasures, and U.S. import restrictions are likely to
weigh on cross-border flows through year-end.

Taken together, we don’t think that this week’s develop-
ments will materially alter the Bank of Canada’s near-
term thinking. Our base case remains for policymakers
to leave rates unchanged as they continue to assess
the balance between downside risks to growth and up-
side risks to inflation. Recent economic data suggests
that the growth side of the equation may be becoming
less concerning. And by contrast, persistently higher
energy prices are a continued source of upside infla-
tion risk, though evidence of pass-through into under-
lying inflation measures remains limited.

That leaves the October 19th CPI report as the most
important data point to guide the BoC’s policy direc-
tion. A mild reading, particularly across core mea-
sures, would reinforce our view for the BoC to remain
on hold. However, firmer core inflation and a broader
pickup in price pressures would support the case for
some policy tightening. For now, we think the Bank will
remain content on taking a more data-dependent ap-
proach to their next policy move.

www.economics.td.com



https://economics.td.com/

U.S. - U.S. Treasuries Stabilize as Oil Prices Oscillate

The first full week of the third quarter was relatively
light on economic data releases. WTI oil prices oscil-
lated between $88-93/barrel this week, as markets
weighed reports regarding improved oil flows through
the Strait of Hormuz and conflicting reports about the
status of geopolitical tensions in the region. The first
Atlantic hurricane of the year, Hurricane lIsaias, has
also provided a modest boost to oil prices as its path
through the Gulf toward Alabama and the Florida pan-
handle has resulted in temporary shutdowns covering
1.3 million barrels per day.

In credit markets, the march higher in global govern-
ment bond yields eased over the past week. While con-
cerns regarding the confluence of high national debt
levels and higher for longer interest rates remain, U.S.
Treasury auctions for 10-and 30-year bonds showed
that investor demand remained healthy in the primary
market. Given that most of the uptick in U.S. Treasury
yields since the Federal Reserve’s September meet-
ing has been a function of the risk premium (Chart 1)
- the additional compensation demanded by investors
to hold federal government debt - this development
helped to alleviate some of the pressure on the U.S.
Treasury market.

In terms of the economic data that we did receive this
week, the advance estimates for international trade in
August showed that the U.S. trade deficit widened to
its highest level since March 2025 - the period that saw
significant front-loading of imports in advance of the

Chart 1: Recent Shift Higher in UST Yields Driven by Term
Premium
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Chart 2: Inflation Expectations Continue to Trend Higher
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Source: New York Federal Reserve Bank, TD Economics.

implementation of global tariffs. Surging imports of Al-
related products continued to be the central catalyst of
this trend, which more than offset the boost to nominal
exports from higher energy prices. Elsewhere, the ISM
Services index showed that service-based businesses
continued to expand in September, albeit at a slower
pace. Notably, the prices paid index hit its highest level
since July 2022, illustrating the sustained pressure on
input costs for businesses.

This remains a concern for the Federal Reserve, as not-
ed in the release of the September meeting minutes
this week. Committee members cited several risks to
the inflation outlook, including persistent core infla-
tion, higher energy prices, significant investment activ-
ity related to Al, and possible tariff increases. Consum-
ers appeared to be of a similar mind, with the median
1-year ahead expectation for inflation hitting its high-
est level in over three years in September - just under
4% (Chart 2).

We'll get a first look at September inflation next week
when the CPI report is released on Wednesday. Con-
sensus expectations are calling for an acceleration in
total inflation, but a modest deceleration in core infla-
tion in terms of the monthly change. If the data comes
in as expected, then it will likely confirm market ex-
pectations for the Fed to refrain from raising rates at
their next meeting at the end of the month. However,
a material upside surprise could put the meeting back
in play for a hike, with the overall bias of the FOMC re-
maining cautiously hawkish.
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Exhibits

Recent Key Economic Indicators: Oct 5 - 9, 2026

Release . . Data for
Economic Indicator/Event ) Current
Date Period
United States
Oct 05 S&P Global US Services PMI Sep Index 58.8 58.7
Oct 05 S&P Global US Composite PMI Sep Index 58.4 58.4
Oct 05 ISM Services Index Sep Index 54.9 55.4
Oct 06 Trade Balance Aug Blns -105.6 -92.8
Oct 07 FOMC Releases Meeting Minutes Sep 16
Oct 08 Initial Jobless Claims Oct 03 Thsd 197.0 199.0
Oct 08 Wholesale Trade Sales Aug M/M % Chg. 1.8 1.0
Oct 06 Int'l Merchandise Trade Aug Blns 4.2 0.8
Oct 09 Net Change in Employment Sep Thsd -68.3 -41.7
Oct 09 Unemployment Rate Sep % 6.5 6.4
Oct 06 EZ Retail Sales Aug Y/Y % Chg. 0.8 0.4
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Oct 12 - 16, 2026

Release . . . Data for Consensus Last
i Economic Indicator/Event
Date Period Forecast Period
United States
Oct 12 12:10 Fed's Hammack Speaks at NABE Conference
Oct 13 6:00 NFIB Small Business Optimism Sep Index 98.0 98.7
Oct 13 10:00 Existing Home Sales Sep Mins 3.96 3.98
Oct 13 3:45 Fed's Waller Speaks at Bloomberg New Economy Forum
Oct 13 13:00 Fed's Barkin Speaks in Moderated Discussion
Oct 13 16:00 Fed's Collins Speaks at Banking Conference
Oct 14 8:30 Consumer Price Index Sep Y/Y % Chg. 3.6 3.4
Oct 14 8:30 Consumer Price Index Sep M/M % Chg. 0.6 0.4
Oct 14 8:30 Core Consumer Price Index Sep Y/Y % Chg. 2.5 2.4
Oct 14 8:30 Core Consumer Price Index Sep M/M % Chg. 0.2 0.3
Oct 14 5:40 Bowman in Moderated Conversation
Oct 14 13:30 Fed's Barkin Speaks in Fireside Chat
Oct 14 14:00 Fed Releases Beige Book
Oct 15 8:30 Empire Manufacturing Oct Index - 7.6
Oct 15 8:30 Initial Jobless Claims Oct 10 Thsd - 197.0
Oct 15 8:30 PPI Ex Food and Energy Sep M/M % Chg. 0.3 0.2
Oct 15 8:30 PPI Final Demand Sep M/M % Chg. 0.5 0.4
Oct 15 8:30 Retail Sales Advance Sep M/M % Chg. 0.3 1.1
Oct 15 8:30 Retail Sales Ex Auto and Gas Sep M/M % Chg. 0.2 1.1
Oct 15 10:00 Business Inventories Aug M/M % Chg. 0.4 0.8
Oct 15 16:30 Fed's Hommack Participates in a Moderated Discussion
Oct 15 23:30 Fed's Warsh in Fireside Chat with IMF's Georgieva
Oct 16 9:15 Capacity Utilization Sep % 76.5 76.3
Oct 16 9:15 Industrial Production Sep M/M % Chg. 0.4 0.0
Oct 14 TBD BoC Governor Macklem Joins IIF Fireside Chat in Bangkok
Oct 15 8:30 Manufacturing Sales Aug M/M % Chg. 1.1 -0.4
Oct 15 8:30 Wholesale Sales ex Petroleum Aug M/M % Chg. -1.5 0.3
Oct 15 5:00 BoC Senior Deputy Governor Rogers Speaks in Bangkok
Oct 16 5:00 Existing Home Sales Sep M/M % Chg. - -0.7
Oct 16 8:15 Housing Starts Sep Thsd 230.0 229.0
Oct 16 0:15 BoC Governor Tiff Macklem Speaks at IMF Panel in Bangkok
Oct 16 8:00 BoC External Deputy Governor Alexopoulos Speaks in Halifax
Oct 13 21:30 CH Consumer Price Index Sep Y/Y % Chg. 1.0 0.8
Oct 15 2:00 UK Monthly Gross Domestic Product Aug 3M/3M % Chg. 0.5 0.4
Oct 16 5:00 EzZ Consumer Price Index Sep Y/Y % Chg. - 3.4
*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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