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Highlights

* TD debit and credit card spending data signal a slowdown, as consumers temper their end-of-2024 optimism

amid escalating trade tensions.

* Both goods and services spending weakened in early 2025, with no meaningful signs of resilience in key cat-

egories.

* Given the solid hand-off, we still expect above-trend household spending growth in Q1, followed by stagnation
or even a mild contraction in Q2 — a trend that could extend into the second half of 2025.

The latest TD debit and credit card spending data indicate a slowdown, as consumers temper their end-of-2024
optimism amid escalating trade tensions. On a year-over-year (NSA) basis, spending growth slowed to 5.2% in

February and 5.9% in January, down from 7.2% in December.

On a seasonally adjusted basis, total spending rose 0.6% m/m in February, following a 1.1% m/m decline in Janu-

ary. Both goods and services spending contracted in January,
led by services. By lowering prices, the GST/HST tax holiday
cut into nominal spending on restaurants and groceries in
January and early February. But even after adjusting for price
changes, spending remained weak. Both categories rebound-
ed in February, but only slightly, with gains in line with overall
spending. As a result, TD spend growth has slowed to about
one-third of its Q4 2024 pace (Chart 1).

We believe the primary driver of this slowdown is the ongoing
trade war. Consumer confidence has taken a notable hit, with
the Consumer Confidence Index plunging 12.1 points in Feb-
ruary. Meanwhile, preliminary results from the Bank of Can-
ada’s consumer expectations survey suggest households are

Chart 1: Consumers Scale Back Spending in Q12025 Amid
Trade Uncertainty
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Chart 2: Home-Related Purchases Return to Contraction
Home-Related Spending*, Quarter/Quarter % Change
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*Includes spending at furniture, home, electronics centers, and building materials stores.
Source: TD Economics.

Chart 3: International Travel Likely to Stall in 2025
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becoming more cautious, citing concerns about job
security and their financial health. In response, we
are lowering our forecast for real personal consump-
tion expenditures to mid-2% annualized growth in Q1
2025, down from our earlier, more optimistic outlook.

Indeed, there are no meaningful signs of resilience
in key spending categories. As already noted, while
grocery spending picked up in February, this likely re-
flects a rebound from January’s tax-driven dip rather
than underlying strength. Spending on furniture and
home electronics, which had surged in late 2024
amid looser financial conditions and a housing mar-
ket rebound, contracted in early 2025 (Chart 2). While
winter storms may have played a role, tariff-related
uncertainty appears to be the bigger drag. Home
sales data reinforce this point—January’s sales and
preliminary February numbers show weakness con-

centrated in the days after Trump’s inauguration, re-
flecting rising trade policy uncertainty.

On the services side, restaurant spending failed to
display much forward momentum once removing the
distortionary impacts of the sales tax reprieve on ac-
tivity. While higher-frequency data showed a mild up-
tick in restaurant activity around weekends in Janu-
ary, it was followed by a larger than usual pull-back
during the rest of the week, failing to meaningfully lift
aggregate spending. Meanwhile, travel spending was
a notable weak spot, down 1.2% on the quarter. Media
reports suggest increased cancellations of U.S. trips,
though the current softness likely reflects broader
sentiment shifts rather than just canceled vacations.
With overall travel demand weakening and Canadi-
ans increasingly opting for domestic destinations, in-
ternational travel is unlikely to return to pre-pandem-
ic levels this year (Chart 3).

A few categories showed relative strength in early
2025. Non-store retailers and general merchandise
stores performed better within goods, while trans-
portation services (couriers, taxis, etc.) held up, likely
benefiting from weather-related effects.

Bottom line

The latest credit and debit card data for January and
February suggest that consumers are adjusting their
spending intentions in response to trade tensions,
likely shifting toward higher precautionary savings
and less discretionary spending. Given the solid
hand-off into 2025, we continue to expect an addi-
tional quarter of above-trend spending growth in Q1-
25. But by Q2-25, spending is likely to stagnate or
even contract — a trend that could extend into the
second half of 2025.
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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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