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The Weekly Bottom Line

Highlights ​

United States
•	 Somewhat unexpectedly, the ISM services index accelerated in November, with the business activity sub-index ex-

panding to a level last seen in 2021. 

•	 The services sector continues to struggle with elevated inflation as the prices paid component of the ISM services 
index and the services side of the producer price index showed no signs of price relief.

•	 Despite higher rates, consumers continued to borrow to support their spending. This underscores the degree of resil-
ience of the U.S. consumer but increases prospects for a weaker economy next year as the Fed will have to move into 
more restrictive territory.

Canada
•	 The Bank of Canada delivered another 50-basis point hike, raising the overnight rate to 4.25%. There was also a 

notable shift in the Bank’s forward-looking language, which removed any reference to further hikes being needed.

•	 Next week’s release of the national balance sheet accounts is expected to show that consumers spent more of their 
income on debt servicing costs in the third quarter as higher interest rates began to reach some households.

•	 Activity in the housing market continues to be depressed by high borrowing costs, but the correction may be nearing 
the end. Next week’s release of November’s housing data is expected to echo this, showing relatively modest drag on 
activity and prices.  

December 9, 2022     

Current* Week Ago 52-Week High 52-Week Low 

S&P 500 3947 4072 4797 3577

S&P/TSX Comp. 19984 20486 22087 18206

DAX 14304 14529 16272 11976

FTSE 100 7463 7556 7672 6826

Nikkei 27901 27778 29332 24718

U.S. 10-yr Treasury 3.53 3.49 4.24 1.40

Canada 10-yr Bond 2.83 2.78 3.68 1.32

Germany 10-yr Bund 1.91 1.86 2.42 -0.38

UK 10-yr Gilt 3.14 3.15 4.51 0.70

Japan 10-yr Bond 0.26 0.26 0.26 0.04

C$ (USD per CAD) 0.73 0.74 0.80 0.72

Euro (USD per EUR) 1.05 1.05 1.15 0.96

Pound (USD per GBP) 1.23 1.23 1.37 1.07

Yen (JPY per USD) 136.2 134.3 150.2 113.4

Crude Oil ($US/bbl) 72.4 80.0 123.7 68.2

Natural Gas ($US/MMBtu) 4.70 4.81 9.84 3.33

Copper ($US/met. tonne) 8524.8 8432.5 10702.0 7160.0

Gold ($US/troy oz.) 1796.8 1797.6 2050.8 1622.4

TThhiiss  WWeeeekk  iinn  tthhee  MMaarrkkeettss

*As of 10:28 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-

LME Grade A. Gold-London Gold Bullion. Source: Bloomberg.

CCoommmmooddiittyy  SSppoott  PPrriicceess****

FFoorreeiiggnn  EExxcchhaannggee  CCrroossss  RRaatteess

FFiixxeedd  IInnccoommee  YYiieellddss

SSttoocckk  MMaarrkkeett  IInnddeexxeess

Current Target
Federal Reserve (Fed Funds Rate) 3.75 - 4.00%

Bank of Canada (Overnight Rate) 4.25%

European Central Bank (Refi Rate) 2.00%

Bank of England (Repo Rate) 3.00%

Bank of Japan (Overnight Rate) -0.10%
Source: Bloomberg.  

GGlloobbaall  OOffffiicciiaall  PPoolliiccyy  RRaattee  TTaarrggeettss  
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Note: Data as of 10:27 AM ET, Friday, December 9, 2022. 
Source: Bloomberg, TD Economics.

Equities & Oil Lower on Anxiety Over Economic Prospects
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U.S. - Waiting for the Fed
A slow week on the economic data front gave markets time 
to reflect and prepare for the FOMC meeting next week, 
which will include an update tothe Fed’s economic projec-
tions. The consensus has solidified for a 50-basis points 
(bps) hike, but the Wall Street jury is out on how far the 
Fed will have to raise policy rates this cycle. Price volatil-
ity this week underscores increasing concerns that higher 
policy rates could tip the U.S. economy into recession. 

On Monday, the ISM Services index reported an accel-
eration in the services sector. Somewhat unexpectedly, the 
business activity sub-index expanded by whooping nine 
percentage points lifting it to a level last seen in 2021. This 
is in stark contrast with the manufacturing sector’s pro-
duction index, which moved into contractionary territory. 
The pick-up in services activity was backed by remaining 
pent up demand, further boosted by the start to the holiday 
season as industries like Accommodation & Food Services 
and Retail Trade entered their busiest month of the year.  

The prices sub-indexes reinforce the contrast between the 
two sectors. While the manufacturing sector has seen a 
significant deterioration in the prices paid component, 
which contracted in November with a reading of 43, it’s 
taking much longer for the services sector to see signs of 
price relief, with the sub-index remaining mired around 
70 (Chart 1). Higher prices also appear to be broad-based 
with 16 out of 18 industries reporting higher prices. The 
Producer Price Index (PPI) for November provided an-
other example of the sectoral divergence in price pressures. 
The PPI advanced by 0.3% month-on-month in Novem-

Maria Solovieva, CFA, Economist  | 416-380-1195 
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Chart 2: Despite Higher Rates Consumers 
Borrowed More in October 
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Source: Federal Reserve Board, TD Economics.

Contribution to Consumer Credit Growth, Month/Month, Annualized %

ber, driven by a 0.4% increase rise in services prices. 

Tuesday’s trade data showed that goods exports declined 
in October, with a notable weakness in industrial supplies 
and materials (includes petroleum products), providing 
more evidence of dwindling demand from overseas. This 
contributed to a widening in the trade deficit to $78.2 bil-
lion. Imports also improved marginally supported by an 
increase in domestic demand for foreign goods, partially 
offset by weaker services imports from abroad. 

Consumer demand has proven a bit more resilient recently, 
and it looks to have been supported by consumer credit, 
which continued to expand in October despite higher 
interest rates. Consumer credit outstanding increased by 
$27.0 billion on the month (7.1% annualized), driven by 
nonrevolving credit, which gained $17.0 billion (Chart 2). 
Revolving credit added $10.1 billion, reflecting consumers 
stronger reliance on credit card debt as pandemic savings 
continue to dwindle. We think that consumers will add 
more leverage to support real spending growth of roughly 
1.5% in 2023 – a step down from 2.8% expected in 2022.

That forecast underscores the degree of resilience coming 
from the U.S. consumer, but the cumulative effect of high-
er interest rates may create stronger headwinds than cur-
rently anticipated. Stronger domestic demand and higher 
inflation increases prospects that the Fed will have to move 
rates into more restrictive territory. Wednesday’s FOMC 
decision will feature the dot plot, so we won’t have to wait 
much longer to see the Fed’s latest thinking. 
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Chart 1: It's Taking Longer for the Services Sector 
to See Price Relief
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Source: Institute for Supply Management, TD Economics. Last observation: November 2022. 
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release of the national balance sheet accounts is expected to 
show that consumers spent more of their income on debt 
servicing costs in the third quarter as higher interest rates 
began to reach some households. This is likely just a start 
of a lengthy process. Our estimates suggests that the drag 
from higher debt servicing costs on household finances 
and spending will continue to intensify next year, long after 
the Bank of Canada ends rate hikes in Q1 of 2023 (Chart 
1). Given these headwinds, we expect consumer spending 
and the economy to come to a near standstill next year. 

While financial headwinds are still looming large, at least 
consumers have been getting some reprieve at the gas 
pump. Gasoline prices dropped by about 35 cents per liter 
since the start of November, and continued to edge lower 
this week as oil prices remained under pressure amid wor-
ries about the next year's global economic outlook. 

Activity in the housing market continues to be depressed 
by high borrowing costs, but the correction may be nearing 
the end, with the market expected to bottom at the start of 
next year. The impact of higher rates on the housing market 
so far has been dramatic. Sales crated by 35% since Febru-
ary and are now at level last consistently seen in 2012. The 
MLS home prices index, which adjust for the composition 
of home sales, is down 11% from its peak. However, de-
clines have been moderating recently. Next week's release 
of November's housing data is expected to echo this, show-
ing relatively modest drag on activity and prices (Chart 2).  

Canada – The End of the Hiking Cycle Is In Sight

Ksenia Bushmeneva, Economist | 416-308-7392

This week's economic highlight was the Bank of Canada 
interest rate announcement. As expected, the central bank 
delivered another 50-basis point hike, raising the overnight 
rate to 4.25%. As a justification of its decision, the Bank 
stated that while there were signs that the economy was 
slowing, particularly in the interest-rate sensitive areas such 
as housing and consumption, it was still in excess demand 
territory and that further cooling was required. Ditto for 
inflation. While acknowledging that supply chain bottle-
necks have improved and the three-month rate of change 
in core inflation has come down, overall inflation remained 
high and inflation expectations elevated. 

However, perhaps more interesting than the interest rate 
decision itself, was the notable shift in the Bank's forward-
looking language, which removed any reference to further 
hikes being needed. This suggested that the Bank is near-
ing the end of its rapid-fire hiking cycle. This was re-af-
firmed by Deputy Governor Sharon Kozicki in her speech 
on Thursday, where she said that the central bank think-
ing was "moving from how much to raise interest rates to 
whether to raise interest rates" and that future decisions 
will be "more data-dependent". 

Indeed, given the lagged effects of the past interest rate in-
creases, much of the impact of higher policy rates, particu-
larly on consumer spending, is yet to come. Next Monday's 
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Chart 1: Household Debt Servicing Costs Will Rise Swiftly Next
Year
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Chart 2: Housing Market Correction is Easing

Note: November 2022 value is a forecast. Source: CREA, TD Economics. 
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Release 
Date Economic Indicator/Event Data for 

Period Units Current Prior

Dec 5 S&P Global US Composite PMI Nov Index 46.4 46.3
Dec 5 S&P Global US Services PMI Nov Index 46.2 46.1
Dec 5 Cap Goods Orders Nondef Ex Air Oct M/M % Chg. 0.6 0.7
Dec 5 Durable Goods Orders Oct M/M % Chg. 1.1 1.0
Dec 5 Factory Orders Oct M/M % Chg. 1.0 0.3
Dec 5 Factory Orders Ex Trans Oct M/M % Chg. 0.8 -0.2
Dec 5 ISM Services Index Nov Index 56.5 54.4
Dec 6 Trade Balance Oct Blns -78.2 -74.1
Dec 7 Unit Labor Costs 3Q Q/Q % Chg. 2.4 3.5

Dec 8 Initial Jobless Claims Dec 3 Thsd 230.0 226.0
Dec 9 PPI Ex Food and Energy Nov M/M % Chg. 0.4 0.1
Dec 9 PPI Final Demand Nov M/M % Chg. 0.3 0.3
Dec 9 Wholesale Trade Sales Oct M/M % Chg. 0.4 0.1

Dec 6 Int'l Merchandise Trade Oct Blns 1.2 0.6
Dec 7 Bank of Canada Rate Decision Dec 7 % 4.25 3.75

Dec 5 EZ Retail Sales Oct Y/Y % Chg. -2.7 0.0
Dec 7 EZ Employment 3Q Y/Y % Chg. 1.8 1.7
Dec 7 EZ Gross Domestic Product SA 3Q Y/Y % Chg. 2.3 2.1
Dec 7 JN Gross Domestic Product Annualized SA 3Q Q/Q % Chg. -0.8 -1.2
Dec 8 CH Consumer Price Index Nov Y/Y % Chg. 1.6 2.1

Recent Key Economic Indicators: Dec 5 - 9, 2022

United States

Canada

International

 *Eastern Standard Time. Source: Bloomberg, TD Economics. 
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Release 
Date Time* Economic Indicator/Event Data for 

Period Units Consensus 
Forecast Last Period

Dec 13 6:00 NFIB Small Business Optimism Nov Index 90.8 91.3
Dec 13 8:30 Consumer Price Index Nov M/M % Chg. 0.3 0.4
Dec 13 8:30 Consumer Price Index Nov Y/Y % Chg. 7.3 7.7
Dec 13 8:30 Consumer Price Index Ex Food and Energy Nov M/M % Chg. 0.3 0.3
Dec 13 8:30 Consumer Price Index Ex Food and Energy Nov Y/Y % Chg. 6.1 6.3
Dec 14 14:00 FOMC Rate Decision (Upper Bound) Dec 14 % 4.50 4.00
Dec 14 14:00 Interest on Reserve Balances Rate Dec 15 % - 3.90
Dec 14 14:30 Fed Chair Holds Press Conference Following FOMC Meeting

Dec 15 8:30 Empire Manufacturing Dec Index -0.8 4.5
Dec 15 8:30 Initial Jobless Claims Dec 10 Thsds - 230.0
Dec 15 8:30 Retail Sales Advance Nov M/M % Chg. -0.1 1.3
Dec 15 8:30 Retail Sales Ex Auto and Gas Nov M/M % Chg. 0.0 0.9
Dec 15 9:15 Capacity Utilization Nov % 79.9 79.9
Dec 15 9:15 Industrial Production Nov M/M % Chg. 0.1 -0.1
Dec 15 9:15 Manufacturing (SIC) Production Nov M/M % Chg. -0.1 0.1
Dec 15 10:00 Business Inventories Oct M/M % Chg. 0.4 0.4
Dec 16 9:45 S&P Global US Composite PMI Dec Index - 46.4
Dec 16 9:45 S&P Global US Manufacturing PMI Dec Index 47.9 47.7
Dec 16 9:45 S&P Global US Services PMI Dec Index 46.5 46.2

Dec 12 15:40 BoC's Governor, Tiff Macklem, Gives Remarks at Business Council of British Columbia

Dec 14 8:30 Manufacturing Sales Oct M/M % Chg. - 0.0
Dec 15 8:15 Housing Starts Nov Thsds - 267.1
Dec 15 9:00 Existing Home Sales Nov M/M % Chg. - 1.3
Dec 16 8:30 Wholesale Trade Sales Oct M/M % Chg. - 0.1

Dec 12 2:00 UK Monthly Gross Domestic Product (3M/3M) Oct M/M % Chg. -0.4 -0.3
Dec 13 2:00 UK ILO Unemployment Rate 3-Months Oct % 3.7 3.6
Dec 14 2:00 UK Consumer Price Index Nov Y/Y % Chg. 10.9 11.1
Dec 14 21:00 CH Retail Sales Nov Y/Y % Chg. -3.9 -0.5
Dec 14 21:00 CH Surveyed Jobless Rate Nov % 5.6 5.5
Dec 15 7:00 UK Bank of England Bank Rate Dec 15 % 3.50 3.00
Dec 15 8:15 EZ ECB Main Refinancing Rate Dec 15 % 2.50 2.00
Dec 15 19:30 JN Jibun Bank Japan PMI Manufacturing Dec Index - 49.0
Dec 16 2:00 UK Retail Sales Ex Auto Fuel Nov Y/Y % Chg. -5.9 -6.7
Dec 16 5:00 EZ Consumer Price Index Nov Y/Y % Chg. 10.0 10.0

Upcoming Economic Releases and Events: Dec 12 - 16, 2022

United States

Canada

International

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