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In Canada, economic data painted a mixed picture this week. The
Ivey PMI surged to 59.8 in September, its highest level in 16
months on renewed momentum in business activity. Employment
also surprised, with a gain of 60400 jobs—well above
expectations—and a sharp rise in full-time positions. Even so, the
unemployment rate stayed high at 7.1% amid persistent slack in
the labour market. Canada'’s trade deficit widened sharply to $6.3
billion in August, as exports fell 3% amid U.S. tariffs, with gold and
lumber especially affected. Imports rose modestly on a surge in
precious metals. Mark Carney’s meeting at the White House
earlier this week offered some hope for tariff relief, but no deal
has been reached.

In the U.S., markets remained cautious amid the government
shutdown, with no resolution in sight. Economic data releases
were limited, but the University of Michigan's preliminary
consumer sentiment index held steady at 55 in October,
reflecting a balance between improved views on current
conditions and weaker expectations for finances. Inflation
expectations stayed anchored, with year-ahead projections
easing slightly to 4.6%. Geopolitical tensions escalated as China
imposed sweeping export controls on rare-earth materials,
threatening global supply chains for chips, cars, and solar
technologies. The move adds pressure on the U.S. administration,
as China accounts for 90% of the global supply.

Canada: Trade Balance
Billions of CAD, Statistics Canada, as of 8/2025
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Bond market

As expected, a dearth of meaningful economic data muted yield
movements in the U.S. bond market and by association many other
sovereign markets. That said, the shutdown did directly affect U.S.
yields at week’s end as ripple effects of the furloughing of federal
government workers permeated the economy, causing fears of
adverse impacts and bringing yields down a touch, with 10-years a
few basis points lower to end at just under 4.1%. Expectations of
Fed rate cuts were also relatively unchanged with two 25-basis-

Highlights

e |n Canada, strong PMI and job gains contrast with a
record trade deficit driven by U.S. tariffs.

e In the U.S, the shutdown drags on as China’s rare-earth
curbs raise global supply-chain concerns.

On our radar

e Canada: Building permits for August, housing starts and
PPI for September

e United States: Uncertainty over the government
shutdown, which may delay key reports

point moves by year-end mostly priced in. As for Canada,
unexpectedly strong job gains prevented GoC vyields from taking
part in the slight rally enjoyed by U.S. Treasuries, and they ended
the week fairly unchanged, albeit with some modest bear flattening
as expectations of the next BoC cut were kicked all the way out to
next spring. In credit, U.S. IG and HY backed up during the week as
risk appetite shrank on fears the U.S. government shutdown may
become protracted and start to buffet corporate America. The
third-quarter earnings season will switch into high gear next week,
giving us a clearer picture of the impacts of the U.S. trade war and
some insight into the evolution of Al.

Stock market

Despite the lack of fresh macro releases, several real-time data
points continued pointing to resilient consumer strength and
healthy corporate demand. Costco’s September core sales grew
5% year over year, and digitally enabled sales grew 26%. Last year,
September saw abnormal stockpiling related to Hurricane Helene
and port strikes, making this year's gain more impressive in context,
and an acceleration from July and August. Much of the upside was
driven by nonfood categories, a more discretionary segment and
an encouraging sign of spending sentiment across income
brackets. Delta Air Lines delivered a very strong quarter, with sales
trends accelerating across geographies. Management sounded
very confident about the sustainability of demand, with no material
impact from the government shutdown thus far.

As for Al infrastructure, emerging signs of supply constraints are
giving pricing power to providers and justifying continued capital
allocation to frontier compute, cloud and GPU exposure. Amazon
has raised compute prices for its Nvidia H200 usage, and
Microsoft is reportedly seeing shortages of physical space or
servers, as demand outpaces planned capacity. Together, these
dynamics negate the concerns about Al capex spending that arose
earlier this week.
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Fixed income
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Currencies

DXY 186 180 -8.25 -2.94 -4.08 124
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