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Trading range implied off the option surface with ATM setting the width and RR shaping the skew 

 

TD Securities FX Commentary 

The TKMS announcement last week could be the largest single defense procurement project in 

Canadian history, but that decision does not give much clarity around the fiscal impact given the 

final contract has not yet been negotiated. The Submarine Project was not in the federal 

government's last defense update and there was nothing allocated for submarines in the 2025 

Budget, so this should result in new spending this fall. However, it will take time to filter through to 

the real economy, while last week’s June PMI details argue for a more cautious read of the recent 

upside surprises in CPI and GDP. It suggests Q2 growth likely remains respectable, but the services 

sector continues to face weak demand, soft pricing power, and subdued confidence, which should 

help keep underlying inflation pressures contained despite resilient manufacturing activity. The 

widening in May's trade surplus appears more reflective of favourable pricing dynamics than 

stronger external demand. As export volumes contracted, the report offers limited evidence of 

stronger real GDP growth. That is consistent with our economists’ view that the Bank is likely to 

look through both. Therefore, heading into this week’s BoC meeting, we expect the Bank to hold 

rates, while using the MPR to upgrade its inflation forecast and downgrade its GDP projection.  

What does that mean to USDCAD? The pair has started to grind lower on renewed geopolitical 

tension and higher oil prices, and our forecast is 1.41 by end of Q3 and 1.39 at year end. However, 

Spot 2028 2029

7/13/2026 Q1 (A) Q2 (A) Q3 Q4 Q1 Q2 Q3 Q4 Q4 Q4

BBDXY 1,219 1,215 1,222 1,227 1,203 1,196 1,191 1,185 1,180 1,203 1,212

USDCAD 1.41 1.39 1.42 1.41 1.39 1.39 1.38 1.38 1.37 1.35 1.35

2026 2027

Spot value

7/13/2026

EURUSD 1.14 1.13-1.15 1.13-1.16

GBPUSD 1.34 1.33-1.35 1.32-1.36

EURGBP 0.85 0.85-0.86 0.85-0.86

USDCAD 1.41 1.4-1.42 1.4-1.43

AUDUSD 0.69 0.69-0.7 0.68-0.71

USDJPY 162 161-163 159-165

USDCHF 0.81 0.8-0.82 0.79-0.82

USDMXN 17.48 17.27-17.68 17.05-17.91

Source: TD Securities
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to unlock a sharper retracement, it needs a catalyst. If that catalyst appears, the move could be 

quick: bearish CAD positioning is already crowded, and a synchronized exit would be 

overwhelming. The question is whether this week’s BoC can be the catalyst, forcing investors to 

cut bearish CAD exposure at the same time. While our base case is for the Bank to strike a 

balanced tone and leave all options on the table, the market reaction is likely to be asymmetric. A 

dovish outcome may have limited follow-through because fresh sellers are becoming hard to find. 

A less-dovish-than-expected message, however, could prompt investors to reduce existing bearish 

exposure, triggering a sharper CAD recovery. Another driver this week is likely to be the US CPI 

report, where the potential for market to adjust their expectation for the Fed's next move. 

The Week that Was (06 July) 

 

The Week Ahead (13 July) 

 

TD Securities Global Forecasts 

 

Date Event Market TD Actual

6-Jul US ISM Services (Jun) 54 54 54

10-Jul Canada Jobs Report (Jun) Employment 10k  | UE Rate 6.6% Employment  0k  | UE Rate 6.6% Employment  18.2k  | UE Rate 6.5%

Source: Bloomberg, TD Securities

Date Event Market TD

14-Jul US CPI (Jun, m/m) Headline CPI -0.1% | Core 0.2% Headline CPI -0.22% | Core 0.2%

15-Jul Bank of Canada Rate Decision 2.25% 2.25%

Source: Bloomberg, TD Securities
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