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* And just like that, the Fed’s short-lived pause is likely done after a bevy of positive economic data show an incredibly
resilient economy.

* This morning’s payrolls report showed a stellar 336k jobs added in September, along with an upward revision of another
119k jobs to the past two months.

*  Financial conditions have tightened this week, but with such healthy economic momentum the Fed still has more work
to do to cool demand and bring inflation back in line with its two percent target.

Canada

* 'The relentless upward march in bond yields continued this week, pushing riskier assets lower. Oil plunged, dragging down

the T'SX and Canadian dollar.

*  Multi-year highs for rates flag further softness in Canadian housing markets. Data from local real estate boards showed
falling sales and prices last month, alongside a concerning rise in supply.

* Canada added 63k positions in September — shattering expectations — and wage growth accelerated. While other details
were softer, the odds of another rate hike have gone up.

This Week in the Markets Rate Expectations Weigh on Markets
Current* Week Ago 52-Week High  52-Week Low Weekly % Change
S&PITSX
Stock Market Indexes

S&P 500 4251 4288 4589 3577 S&P 500

S&P/TSX Comp. 19018 19541 20767 18206 DAX

DAX 15135 15387 16470 12172

FTSE 100 7461 7608 8014 6826 USD:EUR

Nikkei 30995 31858 33753 25717 USD-JPY

Fixed Income Yields

U.S. 10-yr Treasury 4.81 457 4.81 3.31 USD:CAD

Canada 10-yr Bond 4.19 4.03 4.24 2.72 Gold

Germany 10-yr Bund 2.91 2.84 2.97 1.78

UK 10-yr Gilt 4.60 4.44 475 3.01 WTI

Japan 10.yr Bond _ 0.81 0.77 081 024 410 90 70 50 30 10 1.0 3.0

Foreign Exchange Cross Rates

C$ (USD per CAD) 0.73 0.74 0.76 0.72 Note: Data as of 11:05 AM ET, Friday, October 6, 2023.

Euro (USD per EUR) 1.05 1.06 112 0.97 Source: Bloomberg, TD Economics.

Pound (USD per GBP) 1.22 1.22 1.31 110

Yen (JPY per USD) 149.4 149.4 150.2 127.9 Global Official Policy Rate Targets

Commodity Spot Prices** Central Banks Current Target

Crude Oil ($US/bbl) 82.5 90.8 93.7 66.7 Federal Reserve (Fed Funds Rate) 5.25-5.50%

Natural Gas ($US/MMBtu) 2.92 2.68 7.49 177 Bank of Canada (Overnight Rate) 5.00%

Copper ($US/met. tonne) 7823.8 82125 9330.8 7455.8 European Central Bank (Refi Rate) 4.50%

Gold ($US/troy oz.) 1824.1 1848.6 2050.3 1628.0 Bank of England (Repo Rate) 5.25%

*As of 11:02 AM on Friday. **Qil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Bank of Japan (Overnight Rate) -0.10%

Gold-London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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U.S. — The Jobs Machine Keeps Whirring

And just like that, the Fed’s short-lived pause is likely done.
Markets have responded aggressively to a bevy of positive
economic data and sent ten-year government bond yields up
20 basis points since the start of the week. The bond rout
had abated mid-week, only to be abruptly undone by Fri-
day’s gangbusters payrolls report that sent yields surging.
'This week’s data stream shows an economy that continues to
shrug off a higher policy rate, likely forcing the Fed to action
before the end of the year.

With all eyes focused on this morning’s payrolls report, it
didn’t disappoint with a stellar 336k jobs added in Septem-
ber, along with an upward revision of another 119k jobs to
the past two months. The print for September effectively
doubled up on the market’s expectations. Industry figures
lined up with this week’s ISM services index, as gains were
concentrated in the services sector — with leisure and hospi-
tality leading the way.

'There isn’t much need to address the details. The strong ad-
dition to payrolls squares with the Job Opening and Labor
Turnover Survey (JOLTS) that came earlier this week and
showed job openings jumped in August, reversing the two
prior months’ declines, as firms continue to search for tal-
ent. While the number of open positions continues to trend
lower from its pandemic-era surge, there remain a whopping
44% more job openings as of August than there were in De-
cember of 2019.

The labor market is tight with jobs aplenty. That said, one
apparent contradiction in the report is the wedge between
the household employment and payrolls reports. Despite the
stellar jobs gains, the unemployment rate was unchanged

Chart 1: Differences Between U.S. Payrolls and Employment
Gains Are Typically Temporary
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Source: Bureau of Labor Statistics, TD Economics.

Chart 2: ISM Shows U.S. New Business Growth
Remains Subdued
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Source: Bureau of Economic Analysis, TD Economics. Last Observation: Sep. 2023.

(3.8%), the labor force participation rate didnt budge and
the number of employed people only rose by 86k. However,
deviations of this size are typical and tend to even out in the
long run (Chart 1), keeping the focus firmly on the headline
job creation figure.

Private sector data that came earlier this week also support-
ed the notion that the economy remains is fairly good shape
despite the rate hikes. The ISM Manufacturing Purchasing
Managers’ Index (PMI) firmed in the month, showing the
contraction in the sector slowed. Meanwhile, its services
sector counterpart held in expansionary territory despite
slowing for the month. Rate hikes are clearly working as
new business growth for both the manufacturing and ser-
vices sectors (Chart 2) is moderating, but for all the work the
Fed has done, it just isn’t proving to be enough.

Bottom line, a week of stronger-than-expected economic
data have now all but put an end to the Fed’s pause. Finan-
cial conditions have tightened this week and will work to
slow activity, but with such healthy economic momentum
the Fed still has more work to do to cool demand and bring
inflation back in line with its two percent target. This means
a hike by year end is now on the table as the Fed continues
its work to restore balance and slow price growth.

Andrew Hencic, Senior Economist | 416-944-5307
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Canada - Higher and Hire

This week was not exactly one of triumph for riskier assets.
Oil prices tumbled, dragging the TSX down with them. For
its part, the Canadian dollar also lost some ground, drop-
ping half-a-cent to 73 cents US. The source of this angst?
'The relentless upward march in bond yields, as investors
continue to recalibrate to a "higher-for-longer" backdrop.
Notably, the Canadian 10-year yield hit a fresh, 16-year
high this week. Ditto for the 5-year yield, and blowout jobs
reports on Friday on both sides of the border simply added

to this narrative.

This elevated rate backdrop will make for a ghoulish Oc-
tober for housing. This week featured the release of local
real estate board data capturing developments in September
(Chart 1). Unsurprisingly, home sales declined in markets
such as Toronto and Vancouver. Even the near-unflappable
Calgary market finally stumbled, with sales down around
1% month-on-month. Valuations, meanwhile, appeared
relatively resilient, with average prices flat in Toronto and
benchmark prices down only slightly in Vancouver. These
outcomes were consistent with what we had imbedded in
our latest housing forecast (see here). More surprising (and
concerning) was the surge in new listings, particularly in
Toronto. In the GTA, listings increased to levels typically
only seen in periods of frenzied activity or extreme hous-
ing market weakness. Accordingly, the sales-to-new listings
ratio (a measure of the supply-demand balance in housing)
eased to its lowest level since the Financial Crisis — a surefire
signal that prices are set to sag further in coming months.

Chart 1: Higher Rates Continue To Drag Down
Housing Demand
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Note: September is estimated by TD Economics based on data from local boards.
Source: Canadian Real Estate Association, TD Economics.

Chart 2: Hot Canadian Jobs Report Raises the Odds of
Another Hike
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Source: Bloomberg, TD Economics.

Developments in housing always draw interest from Cana-
dians, but undoubtedly the marquee report this week was
the jobs data for September. The overall jobs gain shat-
tered expectations, with 63k positions added last month.
Still, not all aspects pointed in the same direction. For one,
a large share of hiring came through the notoriously vola-
tile self-employment sector, while private sector hiring was
effectively flat. Accordingly, part-time employment surged,
accompanied by a more pedestrian gain in full-time hiring.
Hours worked also fell in September, which is typically a
negative signal for monthly GDP. And, even with the pow-
erful headline jobs tally, the unemployment rate was un-
changed, thanks again to a surging population and robust
labour force growth.

These wrinkles aside, the jobs report is certainly going to
ruffle some feathers for central bank policymakers. Perhaps
most notably, wage growth accelerated, and at 5% year-on-
year, continues to run at a pace well above what's needed
bringing inflation back to the 2% target. This is especial-
ly true given the lackluster productivity that continues to
plague the Canadian economy. In our view, the odds of an-
other increase in the Bank's policy rate just went up this
morning. Markets had looked like they were on the fence
as to whether the BoC would hike again, and this morn-
ing's data was enough to shove them fully in that direction

(Chart 2).

Rishi Sondhi, Economist | 416-983-8806
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Recent Key Economic Indicators: Oct 02 - 06, 2023
Release . . Data for . .
Date Economic Indicator/Event Period Units Current Prior
United States
Oct 2 S&P Global US Manufacturing PMI Sep Index 49.8 48.9
Oct 2 ISM Manufacturing Sep Index 49.0 47.6
Oct 4 ADP Employment Change Sep Thsd 89.0 180.0
Oct 4 S&P Global US Composite PMI Sep Index 50.2 50.1
Oct 4 S&P Global US Services PMI Sep Index 50.1 50.2
Oct 4 Cap Goods Orders Nondef Ex Air Aug M/M % Chg. 0.9 0.9
Oct 4 Durable Goods Orders Aug M/M % Chg. 0.1 0.2
Oct 4 Factory Orders Aug M/M % Chg. 1.2 -2.1
Oct 4 Factory Orders Ex Trans Aug M/M % Chg. 1.4 0.9
Oct 4 ISM Services Index Sep Index 53.6 54.5
Oct 5 Initial Jobless Claims Sep 30 Thsd 207.0 205.0
Oct 5 Trade Balance Aug Blns -58.30 -64.70
Oct 6 Average Hourly Earnings Sep M/M % Chg. 0.2 0.2
Oct 6 Change in Nonfarm Payrolls Sep Thsd 336.0 227.0
Oct 6 Unemployment Rate Sep % 3.8 3.8
Canada
Oct 2 S&P Global Canada Manufacturing PMI Sep Index 47.5 48.0
Oct 5 Int'l Merchandise Trade Aug Blns 0.72 -0.44
Oct 6 Net Change in Employment Sep Thsd 63.8 39.9
Oct 6 Unemployment Rate Sep % 5.5 5.5
International
Oct 2 EZ Unemployment Rate Aug % 6.4 6.5
Oct4  EZ Retail Sales Aug Y/Y % Chg. 2.1 -1.0
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Oct 09 - 13, 2023
Release Time* Economic Indicator/Event Datc:f for Units Consensus LO_St
Date Period Forecast Period
United States
Oct 9 9:00 Fed's Logan Speaks on US Qutlook, Monetary Policy
Oct 9 9:15 Fed's Barr Speaks at American Bankers Association Conference
Oct 9 13:30 Fed's Jefferson Speaks at NABE Conference
Oct 10 6:00 NFIB Small Business Optimism Sep Index - 91.3
Oct 10 9:00 Fed's Perli Speaks at NABE
Oct 10 9:30 Fed's Bostic Speaks on Outlook for US Economy
Oct 10 10:00 Wholesale Trade Sales Aug M/M % Chg. - 0.8
Oct 10 11:00 NY Fed 1-Yr Inflation Expectations Sep % - 3.6
Oct 10 13:00 Fed's Waller Speaks at Monetary Policy Conference
Oct 10 15:00 Fed's Kashkari Participates in Town Hall
Oct 10 18:00 Fed's Daly Speaks At Chicago Council on Global Affairs
Oct 11 4:15 Fed's Bowman Speaks in Morocco
Oct 1 8:30 PPl Ex Food and Energy Sep M/M % Chg. 0.2 0.2
Oct 8:30 PPI Final Demand Sep M/M % Chg. 0.3 0.7
Oct 11 10:15 Fed's Waller Holds Fireside Chat
Oct 1 12:15 Fed's Bostic Speaks to the Metro Atlanta Chamber
Oct N 14:00 FOMC Meeting Minutes
Oct 1 16:30 Fed's Collins Speaks at Wellesley College
Oct 12 8:30 Consumer Price Index Sep M/M % Chg. 0.3 0.6
Oct 12 8:30 Consumer Price Index Sep Y/Y % Chg. 3.6 3.7
Oct 12 8:30 Consumer Price Index Ex Food and Energy Sep M/M % Chg. 0.3 0.3
Oct 12 8:30 Consumer Price Index Ex Food and Energy Sep Y/Y % Chg. 4.1 4.3
Oct 12 8:30 Initial Jobless Claims Oct7 Thsd 215.0 207.0
Oct 12 13:00 Fed's Bostic Delivers Welcoming Remarks
Oct 12 16:00 Fed's Collins Speaks at Banking Conference
QOct 13 9:00 Fed's Harker Speaks on the 2023 Economic Qutlook
Canada
Oct 13 9:00 Existing Home Sales Sep M/M % Chg. - -4
International
Oct 12 2:00 UK Monthly GDP Aug 3M/3M % Chg. 0.3 0.2
Oct 12 21:30 CH Consumer Price Index Sep Y/Y % Chg. 0.2 0.1
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Disclaimer

This report s 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 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.

http://economics.td.com ¥ @TD_Economics



http://twitter.com/TD_Economics
http://economics.td.com

