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Canada
* Canadian home sales and prices declined in September, reflecting the pinch from higher borrowing costs.

* Homebuilding activity rose in September but remained flat on a six-month trend basis, pointing to continued
weakness in residential investment.

* Next week will bring a flurry of economic data, including the latest inflation report. We'll be watching for any signs
that price pressures are broadening beyond energy.

U.S.

* Evidence of building price pressures was everywhere this week. Headline and core CPI inflation accelerated to
3.7% and 2.6%, respectively, while NFIB, Beige Book and producer-price data also pointed to building pressures.

* Gas prices helped lift retail sales 0.8% in September. Under the surface though, gains were broad-based and
healthy spending at bars and restaurants showed consumers remain willing to spend in discretionary areas.

* Existing home sales remained subdued in September. Sales edged 1.5% higher, but remain near the four-
million mark, with poor affordability continuing to weigh on transaction activity.

This Week in the Markets Qil Prices Rebound on Renewed Supply Risks
Weekly % Change
Stock Market Indexes S&P/TSX I

S&P 500 7747 7812 7819 6344

S&P/TSX Comp. 36356 35665 36958 29778 seps00 N

DAX 25654 25087 26570 22301 DAX ]

FTSE 100 10867 10552 1091 9355

Nikkei 65324 69031 72366 47582 USD:EUR -
usbpy M

U.S. 10-yr Treasury 5.09 5.24 5.30 3.94 UsD:CAD

Canada 10-yr Bond 3.82 3.88 4.00 3.04

Germany 10-yr Bund 3.42 3.48 3.64 255 Gold 1

UK 10-yr Gilt 5.36 5.44 5.48 4.23 WTI I

Japan 10-yr Bond 2.93 3.02 3.13 1.63

C$ (USD per CAD) 0.71 0.70 0.74 0.70 Note: Data as of 10:43 AM ET, Friday, October 16, 2026.

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

Pound (USD per GBP) 1.34 1.32 1.38 1.30

Yen (JPY per USD) 157.8 158.3 163.9 150.4 Global Official Policy Rate Targets

Crude Oil ($US/bbl) 97.45 91.85 113.0 55.3 Federal Reserve (Fed Funds Rate) 3.75 - 4.00%
Natural Gas ($US/MMBtu) 3.29 2.76 33.80 2.44 Bank of Canada (Overnight Rate) 2.25%
Copper ($US/met. tonne) 144211 14675.8 14821.0 10587.7 European Central Bank (Refi Rate) 2.65%
Gold ($US/troy 0z.) 4186.7 4194.2 5417.2 3930.1 Bank of England (Repo Rate) 3.75%
*As of 10:46 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 - Yields Are Always on My Mind

The post-Thanksgiving week was short on both trading
days and economic data. Canadian equities took their
cues largely from higher oil prices, with the S&P/TSX
closing 1.3% higher on the week. Meanwhile, bond mar-
kets reflected developments south of the border, where
stronger-than-expected inflation reports contributed
to a flattening of the yield curve. The 5-year Govern-
ment of Canada bond yield ended the week flat but
remained 15 basis points below its September peak.

This reprieve in yields has yet to provide relief to Can-
ada’s housing market. Home sales have been losing
momentum since spring and dropped a steep 2.3%
in September (Chart 1). Higher borrowing costs are a
major culprit. Five-year mortgage rates have risen by
roughly 35 basis points since the beginning of summer,
weighing particularly heavily on rate-sensitive and af-
fordability-constrained markets, especially the GTA.

Weakness is also evident in prices. Average home pric-
es declined by 2.3% nationally, driven by losses in On-
tario, B.C., and Quebec. Meanwhile, the latest housing
starts data offered little encouragement. Starts rose
in September, but the six-month trend remained flat.
Homebuilding is still constrained by elevated invento-
ries of unsold units, earlier declines in pre-sales, weak
population growth and - you guessed it — higher bor-
rowing costs. This weakness is likely to weigh on resi-
dential investment and, by extension, GDP growth.

But higher yields aren’t just a problem for prospective
homebuyers. They also matter for existing borrowers.

Chart 1: Canadian Home Sales Retreat as Mortgage Rates
Rise
Residential Home Sales, Month/Month % Change
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Source: CREA,TD Economics.

Chart 2: Mortgage Interest Cost Inflation Poised to Turn
Positive Again
0 Year/Year % Change
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Source: Statistics Canada, TD Economics.

As expected, the mortgage interest cost (MIC) com-
ponent of CPI turned deflationary in the second half
of 2026. However, mortgage rates have since moved
higher, weakening the disinflationary impulse from
mortgage interest costs. We now expect MIC inflation
to turn positive again in the coming months (Chart 2).

This is no small matter. Mortgage interest costs ac-
count for roughly 5% of the total CPI basket and 18%
of the shelter component. A renewed increase would
complicate the inflation outlook, particularly against
an increasingly unfavourable backdrop for goods in-
flation. The next inflation reading is due Monday, and
we’ll be watching for signs that inflationary pressures
are broadening beyond energy. Last month, the Bank
of Canada’s preferred core inflation measures began
drifting above the 2% target. If that trend continues, the
Bank could have a stronger case for raising rates. Mar-
kets are pricing in almost a full rate hike by year-end,
with the Bank’s next rate decision on October 28th

Monday will also bring the BoC’s quarterly business
and consumer surveys. Last quarter, firms largely
looked through the energy price shock, while con-
sumers revised their inflation expectations higher. Yet
households have continued to spend despite these
concerns, as reflected in retail sales. We'll get anoth-
er test of that resilience on Friday, with the release of
August retail sales. Housing may be feeling the pinch
from higher yields, but will consumers follow?
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U.S. - Price Pressures Strengthen the Case for Another Hike

It was a busy week on the U.S. economic calendar, with
the latest data pointing to solid economic momentum,
but elevated inflation pressures. U.S. equities look to
end the week in the red, as a hotter inflation report led
to a significant Al-related selloff amid growing con-
cerns that elevated interest rates could pose funding
challenges and slow the Al buildout. Meanwhile, the
10-year Treasury yield retreated to just under 5.1% af-
ter briefly climbing above 5.3% earlier in the week. The
pullback appeared to reflect a flight to safety rather
than easing inflation concerns.

Retail spending held up in September, rising 0.8%
on the month, following a 1.3% gain in August. While
higher gasoline prices helped to boost the headline
figure, gains were relatively broad-based with 8 of 13
retail segments recording higher sales on the month.
Moreover, spending at bars and restaurants remained
healthy, suggesting consumers remain willing to spend
in discretionary areas. Elsewhere, initial jobless claims
remained low and range-bound, while the Federal Re-
serve’s Beige Book reported little change in employ-
ment, pointing to continued labor market stability.

The inflation details were less reassuring. Headline CPI
rose 0.6% m/m in September as higher energy prices
pushed year-on-year inflation to 3.7%. Core inflation
held at 0.3% m/m, disappointing expectations for some
cooling, and accelerated to 2.6% year-on-year (Chart
1). Price pressures built across several categories, with
firmer readings across core goods, shelter and non-
housing services. The share of small businesses cit-

Chart 1: Inflation Pressures Re-Emerge
; U.S. Inflation, Year/Year % Change
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*Excluding food and energy. Source: Bureau of Labor Statistics, TD Economics.

Chart 2: Existing Home Sales Remain Subdued
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Source: NAR, TD Economics.

ing inflation as their most important problem picked
up in September, while the Beige Book also pointed to
some broadening in price pressures. Producer prices
reinforced the message, surging 1.3% m/m and 6.3%
year-on-yeadr in September. These firmer inflation read-
ings strengthened the case for additional tightening,
though markets see December as the more likely tim-
ing for the next hike rather than October.

Higher rates are already weighing on interest-sensitive
sectors, such as housing. Existing home sales ticked
higher in September, but the improvement came off
a downwardly revised August reading and activity re-
mained subdued near the four-million mark (Chart 2).
Inventory improved a little, with the months’ supply
rising to 4.6. Still, the recent surge in mortgage rates
will make September’s modest sales gain difficult to
sustain. The average 30-year fixed mortgage rate has
eased from 7.6% earlier this month, but remains above
7.3%. The roughly 130-basis-point increase from late-
February levels of 6% adds about $300 to the monthly
mortgage payment on a typical single-family home,
weighing on affordability.

Overall, this week’s data depict an economy that re-
mains on a decent footing. However, with inflationary
pressures elevated and demand remaining resilient,
further policy action will be required from the Fed
before year-end. Given the recent wave of Fed speak
downplaying the urgency of delivering back-to-back
hikes, it seems more likely that the FOMC will opt to
skip October and hike again in December.
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Exhibits

Recent Key Economic Indicators: Oct 12 - 16, 2026

Release Data for

Economic Indicator/Event ) Units Current Prior

Date Period
United States

Oct 13 NFIB Small Business Optimism Sep Index 97.9 98.7
Oct 13 Existing Home Sales Sep Mins 3.99 3.93
Oct 14 Consumer Price Index Sep Y/Y % Chg. 3.7 3.4
Oct 14 Consumer Price Index Sep M/M % Chg. 0.6 0.4
Oct 14 Core Consumer Price Index Sep Y/Y % Chg. 2.6 2.4
Oct 14 Core Consumer Price Index Sep M/M % Chg. 0.3 0.3
Oct 15 Empire Manufacturing Oct Index 25.5 7.6
Oct 15 Initial Jobless Claims Oct 10 Thsd 199.0 198.0
Oct 15 PPI Ex Food and Energy Sep M/M % Chg. 0.7 0.2
Oct 15 PPI Final Demand Sep M/M % Chg. 1.3 0.5
Oct 15 Retail Sales Advance Sep M/M % Chg. 0.8 1.3
Oct 15 Retail Sales Ex Auto and Gas Sep M/M % Chg. 0.2 1.1
Oct 15 Business Inventories Aug M/M % Chg. 0.4 0.9
Oct 16 Capacity Utilization Sep % 76.9 76.3
Oct 16 Industrial Production Sep M/M % Chg. 0.7 0.1
Oct 15 Manufacturing Sales Aug M/M % Chg. 1.5 -0.3
Oct 15 Wholesale Sales ex Petroleum Aug M/M % Chg. -1.6 0.4
Oct 16 Existing Home Sales Sep M/M % Chg. -2.3 -0.7
Oct 16 Housing Starts Sep Thsd 248.9 242.2
Oct 13 CH Consumer Price Index Sep Y/Y % Chg. 0.9 0.8
Oct 15 UK Monthly Gross Domestic Product Aug 3M/3M % Chg. 0.7 0.5
Oct 16 EZ Consumer Price Index Sep Y/Y % Chg. 3.8 3.8

Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Oct 19 - 23, 2026

Release ) . . Data for Consensus Last
Time* Economic Indicator/Event . .
Date Period Forecast Period
United States
Oct 19 10:00 NAHB Housing Market Index Oct Index 31.0 32.0
Oct 20 8:30 Building Permits Sep Thsd 1385.0 1403.0
Oct 20 8:30 Housing Starts Sep Thsd 1305.0 1275.0
Oct 22 8:30 Initial Jobless Claims Oct 17 Thsd 200.0 199.0
Oct 23 9:45 S&P Global US Composite PMI Oct Index - 58.4
Oct 23 9:45 S&P Global US Manufacturing PMI Oct Index 55.5 55.9
Oct 23 9:45 S&P Global US Services PMI Oct Index 57.9 58.8
Oct 19 8:30 Consumer Price Index Sep Y/Y % Chg. 3.2 3.0
Oct 19 8:30 Consumer Price Index NSA Sep M/M % Chg. 0.2 -01
Oct 19 11:30 BoC Business Outlook Survey Indicator Q3 Index - -0.4
Oct 22 8:00 CFIB Business Barometer Oct Index - 47.9
Oct 22 8:30 Industrial Product Price Sep M/M % Chg. - 1.3
Oct 23 8:30 Retail Sales Aug M/M % Chg. 1.3 -0.7
Oct 23 8:30 Retail Sales Ex Auto Aug M/M % Chg. 1.2 -0.7
Oct 20 2:00 UK ILO Unemployment Rate (3 Mths.) Aug % 4.9 4.9
Oct 21 2:00 UK Consumer Price Index Sep Y/Y % Chg. 3.4 3.1
Oct 22 19:30 JN National Consumer Price Index Sep Y/Y % Chg. 2.1 1.9
Oct 22 20:30 JN S&P Global Japan Composite PMI Oct Index - 52.3
Oct 23 2:00 UK Retail Sales Ex Auto Fuel Sep Y/Y % Chg. 1.5 2.7
Oct 23 4:30 UK S&P Global UK Composite PMI Oct Index 51.8 52.0
*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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