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» Equity markets started off the week on a positive note. But the advance proved transitory as oil prices slid
into bear territory, sending energy stocks and the main indices lower.

«  With little in the way of economic data, Fed speeches took center stage. While echoing support for last
week’s decision, some Fed speakers appeared to take on a more dovish tone, with Harker and Evans
putting an emphasis on waiting for further proof to hike again.

« The only significant economic data releases this week pertained to housing activity. Existing home sales
surprised on the upside. Meanwhile,sales in the smaller and more volatile new home market, also re-
bounded in May.

THIS WEEK IN THE MARKETS OIL PRICES PRICES TUBLE
Current* Week 52-Week 52-Week W/W chng.; % (unless stated otherwise)

Ago High Low S&P 500
Stock Market Indexes S&P TSX
S&P 500 2,435 2433 2453 2,001 Dax
S&P/TSX Comp. 15220 15,193 15,922 13,690 FT 100
DAX 12,705 12,753 12,889 9,269 Nikkei 225
FTSE 100 7,421 7464 7,548 5982 USD:EUR
Nikkei 20,133 19,943 20,230 14,952 usb:JpY
Fixed Income Yields UsD:GBP
U.S. 10-yr Treasury 2.15 2.15 2.63 1.36 USD:CAD
Canada 10-yr Bond 148 152 187 095 -
Germany 10-yr Bund 0.25 0.28 0.49 -0.19 'Gold
UK 10-yr Gilt 1.03 1.02 1.52 0.52 Wl
Japan 10-yr Bond 0.06 0.06 0.12 -0.29 Brent
Foreign Exchange Cross Rates 50 20 20 20 10 0.0 o 2.0
C$ (USD per CAD) 0.75 0.76 0.78 0.73 ,
Euro (USD per EUR) 112 142 114 104 Sorces: Bloomberg. T0 Economice. o o €1 priereek:
Pound (USD per GBP) 1.27 1.28 1.49 1.20
Yen (JPY per USD) 1112 1109 1182 99.9
Commodity Spot Prices** GLOBAL OFFICIAL POLICY RATE TARGETS
Crude Oil (3US/bbl) 427 447 54.1 39.5 Current Target
Natural Gas (JUS/MMBtu)  2.85 2.97 3.76 2.03 Federal Reserve (Fed Funds Rate) 1.00 - 1.25%
Copper ($US/met. tonne) = 5723.5 5639.0 6103.5 4595.0 Bank of Canada (Overnight Rate) 0.50%
Gold ($US/troy oz.) 1257.5 12537 13664 11284 European Central Bank (Refi Rate) 0.00%
*as of 9:45 am on Friday **Qil-WT!I, Cushing, Nat. Gas-Henry Hub, Bank of England (Repo Rate) 0.25%
LA (Thursday close price), Copper-LME Grade A, Gold-London Gold Bank of Japan (Overnight Rate) -0.10%
Bullion; Source: Bloomberg. Source: Central Banks.

TD ECONOMICS KEY FORECASTS
Current Rate 2016 2017

6/23/17 Q1 Q2 Q3 Q4 Q1 Q2F Q3F Q4F
Fed Funds Target Rate (%) 1.25 0.50 0.50 0.50 0.75 1.00 1.25 1.25 1.50
2-yr Govt. Bond Yield (%) 1.32 0.73 0.58 0.77 1.20 1.27 1.40 1.70 1.95
10-yr Govt. Bond Yield (%) 2.15 1.78 1.49 1.60 2.45 2.40 2.25 2.50 2.70
30-yr Govt. Bond Yield (%) 2.78 261 230 232 306 | 3.02 290 320 3.35
Real GDP (Q/Q % Chg, Annualized) 1.2 (Q1-17) 0.5 1.2 3.5 2.1 1.2 3.1 25 2.0
CPI (Y/Y % Chg.) 1.9 (May-17) 0.9 1.0 1.1 1.8 2.6 2.0 2.1 1.9
Unemployment Rate (%) 4.3 (May-17) 5.0 4.9 4.9 4.7 4.7 4.3 4.3 4.2
Forecast by TD Economics. Source: Bloomberg, TD Economics.
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FED SPEECHES TAKE CENTER STAGE

Markets started off the week on a positive note. Tech
stocks bounced back on Monday as industry leaders met
with President Trump at the first gathering of the American
Technology Council. Meanwhile, financials were buoyed by
comments from FOMC voting member Dudley that didn’t
seem too concerned with the slowdown in inflation. Senti-
ment was also supported by Macron’s majority-win of the
French parliamentary elections.

Unfortunately, the advance proved transitory. Oil prices
slid into bear territory on account of rising production among
the U.S., Libya and Nigeria and doubts as to whether recent
OPEC cuts would be sufficient to manage the supply glut.
This sent energy stocks and the main indices lower and
enabled a move toward safe heaven assets (Chart 1).

With little in the way of economic data, Fed speeches
took center stage. Given that last week’s decision to hike
was not unanimous and the fact that inflation has drifted
lower, FOMC members appeared to be on the defensive.
Vice-Chair Fischer pointed to “high and rising” home prices
as one of the hazards of keeping rates low for long. While
echoing support for last week’s decision, other Fed speakers
appeared to take on a more dovish tone, with Harker and
Evans putting an emphasis on waiting for further proof to
hike again. Bullard (non-voter) suggested that the expecta-
tion for rates rise to 3% over the next two and a half years
is “unnecessarily aggressive.”

Still, the Fed is sticking to its guns in expecting another
rate hike by the end of this year, betting that the factors
weighing on price growth will prove temporary and that a
tight labor market will pull up wages and buoy inflation.

CHART 1: FALLING OIL PRICES WEIGH ON
MAJOR INDICES
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Source: Bloomberg, as at 1PM, June 23, 2017; TD Economics. *US gov. treasury.

CHART 2: NEW AND EXISTING HOME SALES
RETAIN UPWARD TRAJECTORY

Thousands, SAAR Thousands, SAAR
8,000 700

e EXisting home sales, total (left)
7,500 600

= = = = New single-family home sales (right)
7,000

6,500 500

6,000 400

5,500
5,000
4,500
4,000

3,500

3,000 0
2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: NAR,U.S. Census Bureau, TD Economics.

They may also get some help from a lower U.S. dollar,
which is well off its peak level set earlier this year and is
on track to end lower again the week. A lower dollar should
help put upward pressure on goods prices, which have been
consistently negative over the past year.

The only significant economic data releases this week
pertained to housing activity. Existing home sales rose 1.1%
m/m, surprising on the upside. Tight inventory levels and
rising prices have weighed on momentum recently. But,
declining mortgage rates contributed to the positive print
and should provide further support in June, with the volume
of mortgage applications on an upswing during the month.
Sales in the smaller and more volatile new home market,
also rebounded in May, with both series retaining an upward
trajectory (Chart 2).

Rising interest rates, combined with robust price growth
on the bigger resale segment are expected weigh on afford-
ability. Still, households are likely to withstand the incre-
mental increases in borrowing costs thanks to a solid labor
market that is poised to deliver continued job and income
gains. An improvement in the homeownership rate is also
expected to provide a gentle tailwind as outlined in our re-
cent report, with resales expected to advance by 3.4% this
year and 2.6% in 2018 to nearly 5.8 million by the end of
the forecast horizon. Price growth should remain strong this
year, holding near 6%. But a rebound in for-sale inventory,
which is expected to be more of a factor next year, will help
keep price growth in check at around 4% in 2018.

Admir Kolaj, Economist
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U.S.: UPCOMING KEY ECONOMIC RELEASES

U.S. Personal Income & Spending - May*
Release Date: June 30, 2017

Previous Result: Income 0.4% m/m, Spending 0.4% m/m
TD Forecast: Income 0.3% m/m, Spending 0.1% m/m
Consensus: Income 0.3% m/m, Spending 0.1% m/m

Headline PCE inflation is expected to slow to 1.5% in
May vs 1.7% in April, reflecting a 0.1% fall in prices on the
month. In line with the CPI report, energy prices decelerated
further led by a m/m drop in gasoline prices. Food prices
should be little changed on the month but due to base effects
should be less of a drag on a y/y basis. All eyes are on the
core PCE (excluding food & energy) index, which we expect
to post a modest 0.1% increase on the month. That could
lead to another slip in the core inflation rate to 1.4% y/y vs
1.5% y/y. Once again, we expect several one-offs (wireless
telephone services, apparel) along with continued weakness
in healthcare services prices to drive a relatively modest print
in May. While fundamental factors (economic activity, labor
market conditions, exchange rate pass-through) continue to
point to gradual firming in the months ahead, sustained soft-
ness particularly in goods prices would become increasingly
at odds with this outlook.

U.S. PERSONAL INCOME AND SPENDING
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Source: Bureau of Economic Analysis / Haver Analytics.

Nominal PCE (personal spending) is expected to post a
relatively soft 0.1% rise in May. But a stronger real spending
(0.2%) print paired with a solid April increase and handoff
from March would be supportive of real PCE holding a 3%
pace. Within the month of May, our 0.1% forecast reflects
declines in durables and nondurables spending offset by
steady gains services expenditures. We also expect a solid
showing for May personal incomes (0.3%).

*Forecast by Rates and FX Strategy Group. For further information, contact TDRates& FXCommoditiesResearch@tdsecurities.com
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Release Economic Indicator/Event Data‘ for Units Current Prior
Date Period

Jun 20 Current Account Balance 1Q Bins -116.8 -114.0 R+
Jun 21 Existing Home Sales May Mins 5.62 5.56 R~
Jun 22 Initial Jobless Claims Jun 17 Thsd 241.0 238.0 Ra
Jun 23 Markit US Manufacturing PMI Jun Index 521 52.7

Jun 23 Markit US Services PMI Jun Index 53.0 53.6

Jun 23 New Home Sales May Thsd 610.0 593.0 Ra
Jun 20 Wholesale Trade Sales Apr M/M % Chg. 1.0 1.2 Ra
Jun 22 Retail Sales Ex Auto Apr M/M % Chg. 1.5 -0.1 Ra
Jun 22 Retail Sales Apr M/M % Chg. 0.8 0.5 R~
Jun 23 Consumer Price Index Core- Common May Y/Y % Chg. 1.3 1.3

Jun 23 Consumer Price Index Core- Median May Y/Y % Chg. 1.5 1.6

Jun 23 Consumer Price Index Core- Trim May YIY % Chg. 1.2 1.3

Jun 23 Consumer Price Index NSA May M/M % Chg. 0.1 0.4

Jun 23 Consumer Price Index May Index 1.3 1.6

- ntemationa

Jun 22 JN  Nikkei Japan PMI Mfg Jun Index 52.0 53.1

Jun 23 EZ Markit Eurozone Manufacturing PMI Jun Index 57.3 57.0

Source: Bloomberg, TD Economics.
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UPCOMING ECONOMIC RELEASES AND EVENTS: JUNE 26-30, 2017

Time*

1:10
8:30
8:30
4:05
9:00
10:00
11:15
17:30
3:30
8:30
8:30
10:00
8:30
8:30
8:30
8:30
13:00
8:30
8:30
8:30
8:30

9:30
14:15

8:30
8:30
10:30
10:30

19:50
19:30
19:30
21:00
5:00

JN
JN
JN
CH
EZ

Economic Indicator/Event Data_ for
Period
United States
Fed's Williams Speaks in Sydney
Durables Ex Transportation May P
Durable Goods Orders May P
Fed's Williams Speaks in Sydney
S&P CorelLogic CS US HPI NSA Apr
Conf. Board Consumer Confidence Jun
Fed's Harker Speaks on Economy in London
Fed's Kashkari Speaks at Townhall Event in Houghton, Michigan
Fed's Williams Speaks in Sydney
Retail Inventories May
Advance Goods Trade Balance May
Pending Home Sales May
Initial Jobless Claims Jun 24
Core Personal Consumption Expenditure 1QT
Personal Consumption 1QT
Gross Domestic Product Annualized 1QT
Fed's Bullard Speaks on Economy in London
Personal Income May
Real Personal Spending May
Personal Consumption Expenditure Deflator May
Personal Consumption Expenditure Core May
Canada
Bank of Canada's Poloz at ECB Panel
Bank of Canada Deputy Governor Lynn Patterson Speaks
CFIB Business Barometer Jun
Industrial Product Price May
Gross Domestic Product Apr
BoC Senior Loan Officer Survey 2Q
Business Outlook Future Sales 2Q
International
Retail Trade May
Natl Consumer Price Index Ex Fresh Food, Energy May
Jobless Rate May
Manufacturing PMI Jun
Consumer Price Index Core Jun A

* Eastern Standard Time. Source: Bloomberg, TD Economics.
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Units

M/M % Chg.
M/M % Chg.

Y/Y % Chag.

Index

M/M % Chg.

Bins

M/M % Chg.

Thsd

Q/Q % Chg.
Q/Q % Chg.
Q/Q % Chg.

M/M % Chg.
M/M % Chg.
Y/Y % Chg.
Y/Y % Chg.

Index

M/M % Chg.
M/M % Chg.

Index
Index

Y/Y % Chg.
Y/Y % Chg.

%
Index

Y/Y % Chg.

Consensus
Forecast

0.3
-0.7

116.2

0.3

Last Period

-0.5
-0.8

5.8
117.9

-0.3
-67.6
-1.3
241.0
2.1
0.6
1.2

0.4
0.2
1.7
1.5

66.0
0.6

0.5

-1.9

21.0

3.2
0.0
2.8
51.2
0.9
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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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