TD ECONOMICS

The Final
Frontier

Leslie Preston, Managing Director & Senior Economist

April 2023




epuasdy s,ADpPoO|

2

Just as economic and geopolitical risks
slim down, financial risks fatten up

Economic resilience...too much of a
good thing?




Forecast Revisions Are Moving Up E

Real GDP % Change
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Easing Of Supply Chain Snarls Is A Silver Lining of Global Slowdown E

Global Supply Chain Pressure Index
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Source: NY Fed, TD Economics. Last observation: March 2023.



Inflation vs. GDP Growth: Requires Depth or Duration on

Underperformance E
Real GDP Growth, Quarter/Quarter Annualized % Change
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Source: Bureau of Economic Analysis, TD Economics. Forecast as of March 2023.



U.S. Data Revisions Revealed Even More Heat In Economy E

U.S. Non-Farm Payrolls, Thousands Core PCE Price Deflator, Quarter/Quarter Annualized % Change
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Source: BLS, TD Economics. Source: BEA, TD Economics.



Inflation Adjustment Process Has Begun, But A Long Way to 2% E

U.S. PCE Inflation, Year/Year % Change U.S. PCE Inflation, % Change
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Source: Bureau of Economic Analysis, TD Economics.
Source: BEA, TD Economics.
Note: Core services excludes shelter and healthcare services.



Goods Deflation Will Need To Broaden... E

3-Month Annualized % Change
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Source: BLS, TD Economics. Source: Manheim, TD Economics. Last observation: February 2023.



Federal Reserve Eyeing Relationship of Labor Market and Service Prices E

Year/Year % Change %
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Note: Core service inflation excludes both shelter & medical care costs.
Source: Bureau of Economic Analysis, Bureau of Labor Statistics, TD Economics.



The Importance On Breaking the Path On Wages & Service Inflation E

Year/Year % Change
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Labor Market Resilience - Too Much Of A Good Thing E

Non-Farm Payrolls, Millions
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Source: BLS, TD Economics.
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Consumers Continue To Show Staying Power

Quarter/Quarter % Change Annualized
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...5ome Things Don't Make Sense

Units, Millions

Employment, Millions
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Source: BLS, Census Bureau, TD Economics. Last observation: February 2023.
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But Private Sector Hiring is Showing Some Fatigue

Share of Private Sector Industries Hiring, %

U.S. Job Openings by Sector, Index*
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Source: BLS, TD Economics.

*January 2020 = 100. Source: Indeed, TD Economics. Last observation: March 2023.
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Evaluating Risk &
Recession Concerns




U.S. Economic Recession Index Sitting At A Warning Threshold E

TDE U.S. Leading Economic Index, Standard Deviations
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Source: TD Economics. Note: Index is based on data through December 2022, January 2023 is a point estimate.
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So Far Weakness Driven By Manufacturing and Housing

TDE Economic
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U.S. Banking Risks Bring Interest Rate Expectations Full Circle

Federal Funds Rate Futures, Yields (%)
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Source: Bloomberg, TD Economics.
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Will The Decline In Bond Yields Forestall Rate Cuts? E

10-Year U.S. Treasury Yield, % Federal Funds Rate, %
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New Risk #1 - Confidence Shocks Feed Into The Real Economy With A Lag E

Quarter/Quarter Annualized % Change %, Inverted Scale
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*Truncated at -10% and 10% annualized QoQ % change reported at 2-quarter moving average. ** Inverted scale.
Source: FRED, TD Economics.
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Financial Conditions Have Eased From Mid-March Highs E

TDE Financial Stability Index, Standard Deviations TDE Financial Stability Index, Standard Deviations
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Source: Wall Street Journal, TD Economics. Last observation March 30, 2023. Source: Wall Street Journal, TD Economics. Last observation March 30, 2023.
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Consumer Delinquency Rates - Normalization vs. Recession? E

U.S. Delinquency Rate* (Total), %
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Source: Equifax, TD Economics (*Seasonally adjusted, last point March 2023)



Housing Could Be Nearing A Bottom E

CorelLogic Home Prices, Index, 2019-Q1 = 100
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New England Price Declines Tempered By Tight Supply
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Growth to Slow Across New England After Pandemic Rebound E
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New Risk #2 - U.S. Debt Ceiling Brinksmanship Still To Come E

TDE Financial Stress Index, Standard Deviations
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Source: TD Economics.
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Balancing The U.S. Budget Won't Be Solved On These Discussions

Change from 2023 to 2033
% of GDP
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This report is provided by TD Economics for customers of TD Bank Group. It is for information purposes only and may not be appropriate for other purposes. 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. The 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 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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