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Highlights of the Week

United States

'The Fed viewed the spread of COVID-19 as having a ‘material’ impact on the economic outlook and made an emergency
intermeeting rate cut of 50 basis points to proactively support the economy. A few other central banks also cut rates.

Economic data confirmed that prior to the recent increase in infections, the U.S. economy was on decent footing. Im-
portantly, there are no signs of pressure (yet) on the employment front, with payrolls up a massive 273k in February.
Nonetheless, some cracks are appearing under the armor, with concerns about the spread of the virus still a key theme.

Monetary and fiscal measures have done little to assuage investor fears, with risk assets and bond yields ending lower
again this week. The 10-year Treasury yield fell below 1% and plumbed new depths as the flight to safety continued.

Canada

In response to COVID-19 risks and following in the footsteps of the Fed, the Bank of Canada eased policy rates by 50 basis
points this week. In a subsequent speech, Governor Poloz made it clear that the Bank sees COVID-19 as a major threat.

Bond yields slid to multi-decade lows amid virus-related fears and Bank of Canada rate cuts. Oil also plunged, as OPEC and
OPEC-+ failed to reach a deal on production cuts.

Data this week was mixed, with a soft international trade report putting downside risk to our already modest view on first quarter
growth. In contrast, February’s jobs report was solid, although backward looking and unlikely to influence future policy decisions.

This Week in the Markets
Markets Lower Despite Central Bank Easing
Current* Week Ago 52-Week High  52-Week Low
Stock Market Indexes Weekly % Change
S&P 500 2946 2954 3386 2743 S&P/TSX
S&P/TSX Comp. 16146 16263 17944 15996 S&P 500
DAX 11542 11890 13789 11347 DAX
FTSE 100 6472 6581 7687 6472
Nikkei 20750 21143 24084 20261 USD:EUR
Fixed Income Yields UsD:JPY
U.S. 10-yr Treasury 0.73 1.15 2.64 0.73 USD:CAD
Canada 10-yr Bond 0.71 113 1.80 0.71 DXY
Germany 10-yr Bund -0.72 -0.61 0.10 -0.72
UK 10-yr Gilt 0.23 0.44 1.24 023 WTI
Japan 10-yr Bond -0.12 -0.15 0.02 -0.29 -6.0 -5.0 4.0 -3.0 2.0 -1.0 0.0 1.0
Foreign Exchange Cross Rates Note: Data as of 12:34 PM ET, Friday, March 06, 2020.
Source: Bloomberg, TD Economics

C$ (USD per CAD) 0.74 0.75 0.77 0.74
Euro (USD per EUR) 113 L10 114 108 Global Official Policy Rate Targets
Pound (USD per GBP) 1.30 1.28 133 1.20
Yen (JPY per USD) 105.2 107.9 112.2 105.2 Current Target

Commodity Spot Prices** Federal Reserve (Fed Funds Rate) 1.00 - 1.25%
Crude Oil ($US/bbl) 423 448 66.4 423 Bank of Canada (Overnight Rate) 1.25%
Natural Gas ($US/MMBtu) 1.89 179 295 175 European Central Bank (Refi Rate) 0.00%
Copper ($US/met. tonne) 5655.3 5617.3 6537.0 5503.5 Bank of England (Repo Rate) 0.75%
?A(Zlgf(fllfSSﬁ/Lrhjyo:z};ziday, **Oil-WTiiiZﬂSing, Nat. G:ss-fiz:w Hub, LA (T:ﬁjjai close price). ]é::)(;.:r- Bank of Japan (Overnight Rate) -0.10%
LME Grade A. Gold-London Gold Bullion. Source: Bloomberg. Source: Central Banks.
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U.S. - Economics In The Time Of COVID-19

Concerns about the spread of COVID-19 continued to
take center stage this week. In anticipation of deteriorat-
ing economic conditions, G7 finance ministers and cen-
tral bankers held a conference call on Tuesday and issued a
joint statement where they pledged to use “all appropriate
policy tools” to combat the risks posed by the outbreak. The
statement aimed to provide confidence, but fell short of
outlining specific measures or coordinated action.

'The Fed however, wasted no time in acting on its pledge,
making a large emergency rate cut of 50 basis points soon
after. This was the first intermeeting cut since 2008. The
Fed cannot cure the virus with lower rates, but is doing its
part in proactively supporting the economy by using the
main tool at its disposal.

'The Fed is not alone. Even prior to its cut, the central banks
of Malaysia and Australia reached for the scissors, while
the Bank of Canada followed in the Fed’s footsteps, cut-
ting by 50 basis points at its mid-week meeting. More cen-
tral banks are expected to follow suit. On the fiscal side,
President Trump signed an $8.3 billion emergency funding
package to aid the fight against COVID-19. In addition,
the IMF and World Bank are also making available $50
and $12 billion respectively in emergency funding to coun-
tries harmed by the outbreak.

Economic data, while plentiful, generally took a back seat
and had a bit of a stale feeling in light of rapidly-evolving
circumstances related to the spread of the virus. The data
confirms that prior to the most recent ramp up in infec-

Chart 1: U.S. Economy Adds 273k Jobs in
February, Wage Growth Remains Strong
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Chart 2: 10-year U.S. Treasury Yield
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tions, the U.S. economy was on decent footing. The ISM
manufacturing index came in below expectations in Feb-
ruary, but still managed to hold above the 50-point thresh-
old. Meanwhile, the U.S. ISM non-manufacturing index
improved, gathering speed for the third month in a row.
More importantly, the payrolls report showed that the pos-
itive labor market picture remained intact last month. The
economy gained a massive 273k jobs, the unemployment
rate ticked down to 3.5% and wage growth remained well
above inflation (Chart 1). The higher frequency ‘weekly
jobless claims’ data also showed no signs of stress, yet.

Despite the resilience on display in the data, cracks are
starting to appear under the armor. Concerns about the
spread of the virus were strongly voiced in the comments
section of the ISM surveys, and were clearly on display
in the Beige Book. This is an added signal that activity is
likely to see a deterioration in the months ahead. What’s
more, the monetary and fiscal measures to date have done
little to assuage investor fears, with risk assets and bond
yields again ending lower this week. Notably, the 10-year
Treasury yield fell below 1% for the first time in history

and plumbed new depths as the flight to safety continued
(Chart 2).

Where we go from here will undoubtedly depend on the
spread of the virus. The recent developments build the case
that the U.S. will not escape unscathed, with experience
from other countries suggesting that the disruption to
economic activity is likely to last at least into the second
quarter.

Admir Kolaj, Economist | 416-944-6318
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Canada - BoC Shows Markets the Dove

It’s been an eventful week for financial markets, to say the
least. The Federal Reserve surprised markets with 50 bps
of easing on Tuesday. This was after G-7 Ministers held
a conference call earlier in the day on how best to address
the economic threat posed by the coronavirus, COVID-19.
Markets posted a mild, very brief rally in the wake of their
move before retracing gains in short order. In Canada, eq-
uities were tracking modestly higher until renewed bout
of selling on Friday erased gains made earlier in the week.
Plunging oil prices (WTI is down about 7% today as of
writing), caused by the failure of OPEC and OPEC+
countries to reach a deal on production cuts, weighed on
equities.

After the Fed’s maneuver, it was the Bank of Canada’s turn
to deliver. And, deliver they did, with policymakers lower-
ing the overnight rate by 50 basis points on Wednesday.
Governor Poloz added further clarity to the Bank’s actions
in a speech later in the week, painting a bleak picture of
the current economic backdrop. Top of the list of head-
winds was the threat posed by COVID-19, alongside dis-
appointing growth at the end of last year and the early part
of 2020. On this latter front, January’s soft merchandise
trade data reinforced the expectation of weakness in the
first quarter. Indeed, export volumes plunged 3.1% in Janu-
ary, on a sharp drop in shipments of energy products and
motor vehicles and parts. Import volumes also fell, but to
a much lesser extent, pointing to net trade being a drag on
early-year growth.

Bond yields, which had been heading lower, dropped even
further in the wake of the Bank of Canada’s decision, with

Chart 1: Coronavirus Fears, Boc Cuts Lead to
Plunging Bond Yields
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Chart 2: Canada's Jobs Market Remained Resilient
Ahead of Ramp-Up in Coronavirus Fears

0 Job Growth, Persons

60

= Overall = Full-time

-80
Sep.19 Oct.19 Nov.19 Dec.19 Jan.20 Feb.20

Source: Statistics Canada, TD Economics

the yield on a 10-year bond falling to its lowest level since
at least the late 80s by the end of the week (Chart 1). These
sharply lower interest rates should, in Governor Poloz’s
view, help stabilize housing markets by offsetting a virus-
related decline in consumer confidence.

The current snapshot of the housing market, however,
shows no signs of weakness. Preliminary data on housing
activity in key markets suggests that sales increased sig-
nificantly in Toronto, and slightly in Vancouver, last month.
Toronto’s gain was particularly noteworthy, as sales rose by
a massive 15% m/m, supporting a roughly 17% y/y gain in
average home prices. And, the prospect of these low yields
persisting will likely add steam to Toronto’s rapidly heating
market just in time for the spring selling season.

Canada’s (so far) resilient jobs market was a major feature
that the Governor keyed on in his speech. We received fur-
ther confirmation of this resilience this week, with Febru-
ary’s job report noting a solid 30.3k rise in new positions.
Adding to the positive tone, gains were concentrated in
full-time jobs (Chart 2). Policymakers are watching the
evolution of the jobs market with an especially keen eye.
'The March jobs report has an additional element of in-
trigue, given that virus-related fears really began to surge
in late-February. Ultimately, February’s healthy jobs report
is backward looking, and the Bank appears more concerned
about what lies ahead. As such, the assumption that addi-
tional easing is on the way, to further guard against virus-
related risks, is likely a safe one.

Rishi Sondhi, Economist | 416-983-8806
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U.S.: Upcoming Key Economic Releases

U.S. Consumer Price Index- February*

Release Date: March 11th, 2020
Previous: 0.1% m/m, 2.5% y/y
TD Forecast: 0.1% m/m, 2.3% y/y
Consensus: 0.1% m/m, 2.2% y/y

The overall CPI was likely held down by a gasoline-led
drop in the energy component. We see a close call be-
tween our 0.1% m/m forecast and 0.0% m/m after round-
ing. Gasoline prices will probably be down in the March
report as well. We estimate a 12-month change in the
overall index of 2.3% in February, down from 2.5%. The
12-month change will probably drop below 2% in the
March report. We expect a fairly trend-like 0.2% m/m rise
in the core component (0.19% before rounding), keeping
the 12-month change at 2.3%. That matches last year’s av-
erage, consistent with a fairly stable trend. The slowing in

U.S. Consumer Price Index (CPI)
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the heavily-weighted rental components a few months
ago appears to have been no more than noise.

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Canada: Upcoming Key Economic Releases

Canadian Housing Starts- February*

Release Date: March 9th, 2020
Previous: 213k
TD Forecast: 208k

Consensus: NA

TD looks for housing starts to edge lower to a 208k an-
nualized pace in February, reflecting a return to seasonal
temperatures after a warmer than usual January provided
a tailwind to construction. Demand for new housing re-
mains elevated across Canada due to strong population
growth, and with months of inventory on the resale mar-
ket falling below 2016 lows we expect residential invest-
ment to remain a source of strength going forward.
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*Forecast by Rates and FX Strategy Group. For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com
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Recent Key Economic Indicators: Mar 2 - 6, 2020

Release Economic Indicator/Event Data! for Units Current Prior

Date Period
United States
Mar 2 ISM Manufacturing Feb Index 50.1 50.9
Mar 2 Markit US Manufacturing PMI Feb Index 50.7 50.8
Mar 3 Wards Total Vehicle Sales Feb Mins l6.8 16.8
Mar 4 ADP Employment Change Feb Thsd 183.0 209.0
Mar 4 ISM Non-Manufacturing Index Feb Index 57.3 55.5
Mar 4 Markit US Services PMI Feb Index 494 494
Mar 4 U.S. Federal Reserve Releases Beige Book
Mar 5 Cap Goods Orders Nondef Ex Air Jan M/M % Chg. 11 11
Mar 5 Durable Goods Orders Jan M/M % Chg. -0.2 -0.2
Mar 5 Durables Ex Transportation Jan M/M % Chg. 0.8 0.9
Mar 5 Factory Orders Jan M/M % Chg. -0.5 1.8
Mar 5 Factory Orders Ex Trans Jan M/M % Chg. -0.1 0.6
Mar 5 Initial Jobless Claims Feb 20 Thsd 216.0 219.0
Mar 5 Unit Labor Costs 4Q Q/Q % Chg. 0.9 14
Mar 6 Average Hourly Earnings Feb M/M % Chg. 0.3 0.2
Mar 6 Change in Nonfarm Payrolls Feb Thsd 273.0 2250
Mar 6 Trade Balance Jan Blns -40.53 -48.60
Mar 6 Unemployment Rate Feb % 35 3.6
Mar 6 Wholesale Trade Sales Jan M/M % Chg. 16 -0.2
Canada
Mar 4 Bank of Canada Rate Decision Mar 20 % 1.25 1.75
Mar 6 Unemployment Rate Feb % 5.6 5.5
Mar 6 Net Change in Employment Feb Thsd 303 34.5
Mar 6 Int'l Merchandise Trade Jan Blns -1.47 -0.37
International
Mar 2 EZ Markit Eurozone Manufacturing PMI Feb Index 49.2 49.1
Mar 3 EZ Consumer Price Index Core Feb Y/Y % Chg. 1.2 11
Mar 3 EZ Unemployment Rate Jan % 74 74
Mar 4 BZ Gross Domestic Product 4Q Y/Y % Chg. 17 12
Mar 4 EZ Retail Sales Jan Y/Y % Chg. 17 13
Source: Bloomberg, TD Economics.
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7
Upcoming Economic Releases and Events: Mar 9 - 13, 2020

Release Time* Economic Indicator/Event Data. for Units Consensus Last Period

Date Period Forecast

United States

Mar 10 6:00 NFIB Small Business Optimism Feb Index 1034 104.3
Mar 11 8:30 Consumer Price Index Feb M/M % Chg. 0.0 0.1
Mar 11 8:30 Consumer Price Index Feb Y/Y % Chg. 2.2 25
Mar 11 8:30 Consumer Price Index Ex Food and Energy Feb M/M % Chg. 0.2 0.2
Mar 11 8:30 Consumer Price Index Ex Food and Energy Feb Y/Y % Chg. 23 2.3
Mar 12 8:30 Initial Jobless Claims Mar 7 Thsd - -
Mar 12 8:30 Producer Price Index Ex Food and Energy Feb M/M % Chg. 0.2 0.5
Mar 12 8:30 Producer Price Index Final Demand Feb M/M % Chg. -0.1 0.5

Canada

Mar 9 8:15 Housing Starts Feb Thsd - 2132
Mar 11 8:30 Capacity Utilization Rate 4Q % - 817
Mar 13 9:00 Existing Home Sales Feb M/M % Chg. - -2.9

International

Mar 9 21:30 CH Consumer Price Index Feb Y/Y % Chg. 5.2 54
Mar 10 6:00 EZ Gross Domestic Product 4Q Y/Y % Chg. - 0.9
Mar 11 5:30 UK Monthly Gross Domestic Product (3M/3M) Jan M/M % Chg. - 0.1
Mar 12 8:45 EZ ECB Main Refinancing Rate Mar 20 % - 0.0

* 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 spokespersons 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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