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U.S.

* The Federal Reserve Senior Loan Officer Opinion Survey showed that most banks tightened lending standards
further in the first quarter, with demand for loans falling in concert.

* Growth in U.S. consumer credit slowed materially in March as the upward trend in rates through the first quar-

ter weighed on volumes.

* Federal Reserve officials reiterated their expectations that interest rates would need to remain higher for lon-
ger to ensure inflation returns sustainably to their 2% target.

Canada

* April's jobs report defied expectations with the largest job gain in 15 months. Equally strong labour force
growth left the unemployment rate steady. This supports our view that the Bank of Canada can wait until July

to cut interest rates.

* The Bank of Canada’s Financial Stability Report noted ongoing concerns about debt serviceability amidst high
interest rates and renters experiencing high delinquency rates.

* The economic challenges are more acute for small businesses, where insolvencies have risen due to higher
borrowing costs, slower economic activity and the end of pandemic support.

This Week in the Markets

Current* Week Ago 52-Week High 52-Week Low
Stock Market Indexes
S&P 500 5216 5128 5254 410
S&P/TSX Comp. 22371 21947 22376 18737
DAX 18764 18002 18764 14687
FTSE 100 8439 8213 8439 7257
Nikkei 38229 38236 40888 29127
U.S. 10-yr Treasury 4.50 4.51 4.99 3.38
Canada 10-yr Bond 3.70 3.65 4.24 2.83
Germany 10-yr Bund 2.52 2.50 2.97 1.90
UK 10-yr Gilt 4.16 4.22 4.75 3.44
Japan 10-yr Bond 0.91 0.90 0.96 0.36
C$ (USD per CAD) 0.73 0.73 0.76 0.72
Euro (USD per EUR) 1.08 1.08 112 1.05
Pound (USD per GBP) 1.25 1.25 1.31 1.21
Yen (JPY per USD) 155.9 153.1 158.3 134.5
Commodity Spot Prices**
Crude Oil ($US/bbl) 79.3 781 93.7 67.1
Natural Gas ($US/MMBtu) 2.03 1.68 13.20 1.24
Copper ($US/met. tonne) 9780.6 9790.1 10063.9 7823.8
Gold ($US/troy oz.) 2361.9 2301.7 2391.9 1820.3
*As of 10:54 AM on Friday. **Oil-WTl, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold-
London Gold Bullion. Source: Bloomberg.

Stocks Rise as Markets Await More Data
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Note: Data as of 10:53 AM ET, Friday, May 10, 2024.
Source: Bloomberg, TD Economics.

Global Official Policy Rate Targets

Central Banks
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Source: Bloomberg.
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U.S. - Credit Conditions Tighten as Fed Remains Vigilant

After last week’s Federal Reserve decision and employ-
ment report, the second week of May was compara-
tively lighter on data releases. First quarter reports
for lending activity and consumer credit showed that
tighter lending standards continue to weigh on credit
demand. However, financial markets were more atten-
tive to the comments of Federal Reserve officials as
they sought insights on the potential path of monetary
policy moving forward. As of the time of writing, the
S&P 500 was up 2.1% on the week, while Treasury yields
were roughly unchanged.

Starting things off on Monday, we received the up-
dated Federal Reserve Senior Loan Officer Opinion
Survey (SLOOS) for the first quarter. Survey responses
showed that banks continued to tighten lending stan-
dards and report weaker demand for loans across all
business and consumer loan categories. Relative to the
fourth quarter of 2023, more banks tightened lending
standards for consumer credit, fewer tightened com-
mercial and residential real estate credit, and roughly
the same number of banks tightened commercial &
industrial credit. Within consumer credit, tighter lend-
ing standards pushed the net share of banks report-
ing stronger demand for credit cards to its lowest level
since mid-2020 (Chart 1).

Looking at the monthly breakdown for consumer credit,
the March data showed consumer credit growth decel-
erated considerably through the first quarter as interest
rates trended higher (Chart 2). While consumer credit
still expanded 3.2% (annualized) in the first quarter, the

Chart 1: U.S. Demand for Credit Cards Fell to Lowest Post-
Pandemic Level in 2024Q1
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Source: Federal Reserve Senior Loan Officer Opinion Survey, TD Economics.

Chart 2: Higher Interest Rates Weighing on U.S. Credit
Growth in 2024
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Note: Consumer credit data ends March 2024.
Source: Federal Reserve Board, TD Economics.

gains were largely front-loaded in the earlier months
and tapered off as financial conditions tightened. With
interest rates continuing to push higher through the
first half of the second quarter, it seems likely that a
further softening in consumer credit growth will oc-
cur over the coming months. Combined with depleted
pandemic excess savings, weakening consumer credit
growth is expected to lead to moderating consump-
tion growth in 2024. While this should aid the Federal
Reserve in their attempts to return inflation to their 2%
target, officials emphasized their vigilance in recent
remarks.

Vice Chair and New York Fed President John Williams
noted this week that monetary “policy is in a very good
place, and we have the time to collect more [data],
so steady as she goes”. This sentiment was echoed by
Richmond Fed President Barkin who stated his opti-
mism that “today’s restrictive level of rates can take the
edge off demand in order to bring inflation back to our
target”. Most members noted that they did not expect
further policy tightening to be necessary, with Minne-
apolis Fed President Kashkari stating that “the bar for
us raising is quite high, but it’s not infinite”. While the
prospect for higher rates is unlikely at this time, Fed
officials are expected to remain vigilant against the
potential for upside risks to inflation.

April’'s Consumer Price Index report next week will offer
the next barometer on inflation trends as the Fed pre-
pares to update their Summary of Economic Projec-
tions ahead of their next meeting on June 11-12th.
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Canada - Jobs Surge Delays Rate Cut Bets

This week’s economic update is centered on the jobs
report released earlier today. April saw an unexpect-
edly large gain of 90k jobs, but since the labour force
expanded by an equally substantial amount, the un-
employment rate held steady. Wage growth slowed
relative to March but was slightly above the consensus
estimate. The Canadian dollar saw an uptick on the
news as markets pared back bets on the extent of rate
cuts this year.

Today’s employment surge exceeded expectations by
a sizeable margin after March’s setback, marking the
largest gain in 15 months. Notably, the jump was driven
by the private sector and with relatively balanced gains
between part-time and full-time employment (Chart
1). This signals robust second quarter GDP potential,
contrary to consensus forecasts. Such labour market
strength may heighten inflation concerns, potentially
influencing consumer spending and complicating the
Bank of Canada’s (BoC) strategy.

The blockbuster jobs report makes the BoC’s annual Fi-
nancial Stability Report (FSR), which typically focuses
attention on risks to the financial system, seem less
worrisome. However, the unemployment rate has risen
above the pre-pandemic average. The FSR highlighted
that unforeseen increases in unemployment as a poten-
tial risk that could destabilize the currently smooth tran-
sition to higher interest rates. The Bank continues to ex-
press concerns regarding debt serviceability, especially
as borrowers face renewals at higher rates.

Chart 1: Employment Rebounds With Gains Balanced
Between Part Time and Full Time
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Source: Statistics Canada, TD Economics.

Chart 2: Canadian Households Hold Higher Liquid
Reserves Than Before the Pandemic
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Source: Bank of Canada's 2024 Financial Stability Report, TD Economics.

As it stands today, renters are a particularly vulnerable
group. They are experiencing elevated delinquency
rates, with the Senior Deputy Governor pointing out
that high inflation over the past few years have strained
budgets. The good news is that Canadian households
still have “financial flexibility” in the form of liquid re-
serves that could help them absorb higher mortgage
payments or cushion them in case of an economic
downturn (Chart 2).

The disparity between large and small businesses was
also called out by the FSR, with smaller entities feel-
ing the brunt of rising rates more severely. The recent
spike in business insolvencies is concentrated among
small businesses and partially reflects the phase out
of pandemic support programs. Given that these busi-
nesses employed nearly 47% of Canada’s workforce in
2022, their struggles could impact the labor market.

At the press conference following the FSR release, Gov-
ernor Macklem noted a still-healthy level of business
creation within this segment but emphasized continued
vigilance for signs of stress. When questioned about the
possibility of an interest rate cut given these pressures,
the Governor remained noncommittal. In light of today’s
strong jobs gain, we continue to expect that the BoC
can afford to wait until July to cut rates. Financial mar-
kets seem to have aligned with our view, with the infla-
tion report on May 21st likely to be the next key influence
on rate expecations ahead of the June 5th decision.
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Recent Key Economic Indicators: May 6 - 10, 2024

Release . : Data for . .
Economic Indicator/Event . Units Current Prior
Date Period
United States
May 8 Wholesale Trade Sales Mar M/M % Chg. -1.3 2.0
May 9 Initial Jobless Claims May 4 Thsd 231.0 209.0
Canada
May 7 Ivey Purchasing Managers Index SA Apr Index 63.0 57.5
May 10 Net Change in Employment Apr Thsd 90.4 -2.2
May 10 Unemployment Rate Apr % 6.10 6.10
International
May 6 IN Jibun Bank Japan PMI Services Apr Index 54.3 54.6
May 7 EZ Retail Sales Mar Y/Y % Chg. 0.7 -0.5
May 9 UK Bank of England Bank Rate May 9 % 5.25 5.25
May 10 UK Gross Domestic Product o] Y/Y % Chg. 0.2 -0.2
May 10  CH Consumer Price Index Apr Y/Y % Chg. - 0.1

Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: May 13 - 17, 2024

Release . . Data for . Consensus Last
Economic Indicator/Event ) Units .
Date Period Forecast Period
United States
May 13 9:00 Fed's Mester and Jefferson Discuss Central Bank Communications
May 13 11:00 NY Fed 1-Yr Inflation Expectations Apr % - 3.0
May 14 6:00 NFIB Small Business Optimism Apr Index 88.0 88.5
May 14 8:30 PPI Ex Food and Energy Apr M/M % Chg. 0.2 0.2
May 14 8:30 PPI Final Demand Apr M/M % Chg. 0.3 0.2
May 14 9:10 Fed's Cook Speaks at NY Fed Event
May 14 10:00 Fed Chair Powell and ECB's Knot Speak at Event Organized by Netherlands' Foreign Bankers' Association
May 14 Revisions: Factory & Durable Goods Orders
May 15 8:30 Consumer Price Index Apr M/M % Chg. 0.4 0.4
May 15 8:30 Consumer Price Index Apr Y/Y % Chg. 3.4 3.5
May 15 8:30 Consumer Price Index Ex Food and Energy Apr M/M % Chg. 0.3 0.4
May 15 8:30 Consumer Price Index Ex Food and Energy Apr Y/Y % Chg. 3.6 3.8
May 15 8:30 Empire Manufacturing May Index -10.3 -14.3
May 15 8:30 Retail Sales Advance Apr M/M % Chg. 0.4 0.7
May 15 8:30 Retail Sales Ex Auto and Gas Apr M/M % Chg. 0.1 1.0
May 15 10:00 Business Inventories Mar M/M % Chg. 0.0 0.4
May 15 10:00 NAHB Housing Market Index May Index 51.0 51.0
May 15 12:00 Fed's Kashkari Speaks in Fireside Chat
May 15 15:20 Fed's Bowman Speaks on Financial Landscape
May 16 8:30 Building Permits Apr Thsd 1490.0 1467.0
May 16 8:30 Housing Starts Apr Thsd 1433.0 1321.0
May 16 8:30 Initial Jobless Claims May 11 Thsd 218.0 231.0
May 16 8:30 New York Fed Services Business Activity May Index - -0.6
May 16 9:15 Capacity Utilization Apr % 78.4 78.4
May 16 9:15 Industrial Production Apr M/M % Chg. 0.2 0.4
May 16 9:15 Manufacturing (SIC) Production Apr M/M % Chg. 01 0.5
May 16 10:00 Fed's Barr Testifies to Senate Banking
May 16 10:30 Fed's Harker Speaks on Higher Education and Healthcare
May 16 12:00 Fed's Mester Gives Remarks on Economic Outlook
May 16 15:50 Fed's Bostic Speaks in Moderated Chat on Economy
May 17 10:15 Fed's Waller Speaks on Payments Innovation
May 14 8:30 Wholesale Sales ex Petroleum Mar M/M % Chg. -1.3 0.0
May 15 8:15 Housing Starts Apr Thsd 240.0 242.2
May 15 8:30 Manufacturing Sales Mar M/M % Chg. -2.8 0.7
May 15 9:00 Existing Home Sales Apr M/M % Chg. - 0.5
May 14 2:00 UK ILO Unemployment Rate 3Mths Mar % 4.3 4.2
May 15 5:00 Ez Employment Q1 Y/Y % Chg. - 1.2
May 15 5:00 EZ Gross Domestic Product SA Q1 Y/Y % Chg. 0.4 0.4
May 15 19:50 JN Gross Domestic Product Annualized SA Q1 Q/Q % Chg. 1.4 0.4
May 16 22:00 CH Retail Sales Apr Y/Y % Chg. 3.7 3.1
May 16 22:00 CH Surveyed Jobless Rate Apr % 5.2 5.2
May 17 5:00 Ez Consumer Price Index Apr Y/Y % Chg. 2.4 2.4
*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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