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Highlights
United States

'The risk of a government shutdown has returned as Congress has one week left before the continuing resolution passed on
September 30th expires.

'The Federal Reserve’s Senior Loan Officer Opinion Survey showed that banks continued to tighten credit standards in the
third quarter, as credit demand weakened further.

Consumer credit growth eased in the third quarter as an acceleration in revolving credit growth (i.e. credit cards) was offset
by a contraction in nonrevolving credit (i.e. student loans).

Canada

®  Merchandise trade data out this week showed a further widening in Canada’s trade surplus in September, suggesting net

trade will make a positive contribution to Q3 growth.

'The minutes from the Bank of Canada’s policy discussions showed that “lack of downward momentum” on the inflation
front remained the top concern for policymakers and was behind the difference in opinion on whether more hikes are

needed.

'The Senior Deputy Governor Carolyn Rogers delivered an update on the Financial Systems Review where she warned
households and businesses to prepare for a “new normal”, where the cost of borrowing is likely to remain elevated over
the medium-term.

This Week in the Markets Oil Falls to 3-Month Low As Demand Concerns Escalate
Current* Week Ago 52-Week High  52-Week Low Weekly % Change
S&P/TSX
Stock Market Indexes
S&P 500 4361 4358 4589 3783 S&P 500
S&P/TSX Comp. 19531 19825 20767 18737 DAX
DAX 15175 15189 16470 13885
FTSE 100 7322 7418 8014 7257 USD:EUR
Nikkei 32568 31950 33753 25717 USD-JPY
Fixed Income Yields
U.S. 10-yr Treasury 459 457 4.99 3.31 USD:CAD
Canada 10-yr Bond 3.81 3.74 4.24 2.72 Gold
Germany 10-yr Bund 2.7 2.65 2.97 1.78
UK 10-yr Gilt 4.32 4.29 4.75 3.01 WTI
Japan 10-yr Bond i 0.85 0.93 0.96 0.24 5.0 40 30 20 1.0 0.0 10 20
Foreign Exchange Cross Rates
C$ (USD per CAD) 0.72 0.73 0.76 0.72 Note: Data as of 10:52 AM ET, Friday, November 10, 2023.
Euro (USD per EUR) 1.07 107 112 1.02 Source: Bloomberg, TD Economics.
Pound (USD per GBP) 1.22 124 1.31 117
Yen (JPY per USD) 151.5 149.4 151.7 127.9 Global Official Policy Rate Targets
Commodity Spot Prices** Central Banks Current Target
Crude Oil ($US/bbl) 76.8 80.5 93.7 66.7 Federal Reserve (Fed Funds Rate) 5.25-5.50%
Natural Gas ($US/MMBtu) 271 3.00 7.49 177 Bank of Canada (Overnight Rate) 5.00%
Copper ($US/met. tonne) 8068.1 8095.7 9330.8 7823.8 European Central Bank (Refi Rate) 4.50%
Gold ($US/troy oz.) 1941.6 1992.7 2050.3 1738.1 Bank of England (Repo Rate) 5.25%
*As of 10:56 AM on Friday. **Qil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Bank of Japan (Overnight Rate) -0.10%
Gold-London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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U.S. - Government Shutdown Risk Redux

After last week’s busy slate markets took a breather to digest
last week’s Federal Reserve policy decision and prepare for
the risk of another potential government shutdown next Fri-
day. On the data front, the Federal Reserve Senior Loan Of-
ficer Opinion Survey (SLOOS) and consumer credit report
both showed credit conditions remained tight and demand
continues to wane.

Monday’s release of the SLOOS showed that banks con-
tinued to tighten credit standards across loan categories in
the third quarter and report weaker business and consumer
demand for loans (see here). Although this came as little
surprise considering Treasury yields rose by roughly 100 ba-
sis-points in Q3, the share of banks reporting tighter stan-
dards for commercial and industrial loans actually declined
relative to the second quarter (Chart 1). This also held true
for consumer credit cards and auto loans, although personal
and mortgage loans each saw broader tightening relative to
the second quarter. Despite the modest narrowing of credit
tightening in the third quarter, the Federal Reserve’s contin-
ued signaling of rates staying higher for longer means a ma-
terial loosening of credit standards likely remains a way off.

Easing consumer demand for loans was also evident in the
Federal Reserve’s consumer credit data release on Tuesday
which showed outstanding credit growth slowed notably
relative to the second quarter. Outstanding revolving credit
loans, which includes credit cards, saw accelerating growth in
the third quarter of 8.6% while non-revolving credit growth,
which includes student loans, declined by 2.4% (Chart 2).

Under the weight of higher prices many consumers are in-

Chart 1: U.S. Credit Standards Continue to Tighten for
Businesses, Although Less Broadly
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Chart 2: U.S. Credit Growth Continues To Slow, Revolving
Credit Rebounded Modestly in 2023Q3
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creasingly relying on revolving credit to support spending,
particularly as the moratorium on student loan repayment
ends. Next week’s retail sales data will show whether the
past six months of real sales growth, aided by consumer
credit, continued into October despite the growing head-
winds facing consumers.

In addition, updated CPI data out next week is expected
to show continued easing in aggregate price pressures, sup-
ported by cooling energy prices. While this would undoubt-
edly be positive news, core inflation, which excludes food
and energy prices, is expected to persist well above the Fed-
eral Reserve’s 2% target. A majority of FOMC members
have noted that their current pause is conditional on sus-
tained disinflation progress, with Chair Powell stating on
‘Thursday that “if it becomes appropriate to tighten policy
further, we will not hesitate to do so”.

Rounding out the coming week is the return of the risk of
a potential government shutdown (see here) as the continu-
ing resolution passed on September 30th expires on Friday,
November 17th. Of the twelve appropriation bills that need
to be passed to fund the federal government, the House has
passed seven and the Senate has passed three with no con-
solidated bill managing to pass both chambers of Congress.
'This means that another continuing resolution may be used
as a stopgap once again, but markets are likely to become
increasingly apprehensive as Friday’s deadline approaches.

Andrew Foran, Economist | 416-350-8927
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Canada - 'Higher for Longer' is the BoC's Winning Strategy

This week was sparse on economic data but rich on remarks
from the Central Bank. Neither had a significant impact on
the markets, with the T'SX largely building on the dynam-
ics across global equity markets, and finishing the week
slightly lower. Volatility in the bond market returned by
Thursday, reflecting the anxiety south of the border where
weak demand in the 30-year auction helped to push the
term premium higher. The only sigh of relief came from oil
prices, although the decline in crude was driven largely by
expectations for slowing global demand rather than peace

in the Middle East.

On the macro front, Statistics Canada reported Septem-
ber's data on merchandise trade, which recorded a second
consecutive month of trade surplus, with exports gaining
slightly more than imports. This offset the negative impact
from the B.C. port strike and Nova Scotia floods, observed
earlier in the quarter. Exports also outperformed imports
in volume terms, which means trade will be a net contribu-

tor to Q3 growth.

Looking ahead, the minutes from the Bank of Canada's
policy discussions indicated an anticipated slowdown in
exports, attributed to a decrease in global demand. But it
was concerns of the disinflationary process stalling that re-
mained the top concern for the Governing Council. High-
er global oil prices, rising cost of rent and other housing-
related costs, driven by demand-supply imbalances, have
been the primary factors leading to the recent stalling in
disinflationary dynamics. Moreover, despite the ongo-

Chart 1: Canadian Trade Will Remain a Net Contributor to
Growth in Q3
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Chart 2: Growth in Canadian Household Liabilities Stalls
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ing easing in the labour market, wage growth remains in
a range that's higher than is needed to help push infla-
tion down towards the BoC's target. This 'lack of down-
ward momentum' was behind the difference in opinion on
whether more hikes are needed.

Despite these concerns, members observed that the 475
basis points in rate hikes have helped to rebalance the econ-
omy. Consumer spending and household credit growth are
both showing signs of slowing, as households continue to
adjust to higher borrowing costs (Chart 2). This message
was echoed by the Senior Deputy Governor Carolyn Rog-
ers who delivered an update on the Financial Systems Re-
view. She reiterated that servicing debt is getting harder for
some households, which can be observed through higher
consumer delinquency rates and a rising share of accounts
with utilization rates above 90%.

Rogers also pushed back on the expectations for lower
rates and advised households and businesses to prepare for
a 'new normal’, where the cost of borrowing is likely to
remain elevated. 'Higher for longer' rhetoric remains the
winning strategy for the Bank as it keeps financial condi-
tions tight without adjusting the policy rate. With little
hard data to mull over, markets are likely to remain in 'wait
and see' mode until the CPI report on November 21st.
Next week, we'll get the most recent reading on existing
home sales, which will provide an update on whether re-
cent weakness gained more traction in October alongside
the sharp uptick in yields. Stay tuned!

Maria Solovieva, CFA, Economist | 416-380-1195
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Recent Key Economic Indicators: Nov 06 - 10, 2023
Release Economic Indicator/Event Dotq for Units Current Prior
Date Period
United States
Nov 07 Trade Balance Sep Blns -61.50 -58.70
Nov 08 Wholesale Trade Sales Sep M/M % Chg. 2.2 2.0
Nov 09 Initial Jobless Claims Nov 04 Thsd 217.0 220.0
Canada
Nov 07 Int'l Merchandise Trade Sep Blns 2.04 0.95
International
Nov 08 Ez Retail Sales Sep Y/Y % Chg. -2.9 -1.8
Nov 08 CH Consumer Price Index Oct Y/Y % Chg. -0.2 0.0
Nov10 UK Gross Domestic Product 3Q Q/Q % Chg. 0.0 0.2
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Nov 13 - 17, 2023

Release Time* Economic Indicator/Event Data_ for Units Consensus LO_St

Date Period Forecast Period

United States

Nov 13 11:00 NY Fed 1-Yr Inflation Expectations Oct % - 3.7
Nov 14 6:00 NFIB Small Business Optimism Oct Index 90.5 90.8
Nov 14 8:30 Consumer Price Index Oct M/M % Chg. 0.1 0.4
Nov 14 8:30 Consumer Price Index Oct Y/Y % Chg. 3.3 3.7
Nov 14 8:30 Consumer Price Index Ex Food and Energy Oct M/M % Chg. 0.3 0.3
Nov 14 8:30 Consumer Price Index Ex Food and Energy Oct Y/Y % Chg. 4.1 4.1
Nov 14 12:45 Fed's Goolsbee Speaks on Economy and Monetary Policy

Nov 15 8:30 Empire Manufacturing Nov Index -2.6 -4.6
Nov 15 8:30 PPl Ex Food and Energy Oct M/M % Chg. 0.3 0.3
Nov 15 8:30 PPI Final Demand Oct M/M % Chg. 0.1 0.5
Nov 15 8:30 Retail Sales Advance Oct M/M % Chg. -0.3 0.7
Nov 15 8:30 Retail Sales Ex Auto and Gas Oct M/M % Chg. 0.2 0.6
Nov 15 10:00 Business Inventories Sep M/M % Chg. 0.4 0.4
Nov 16 8:30 Fed's Mester Delivers Opening Remarks

Nov 16 8:30 Initial Jobless Claims Nov 11 Thsd 225.0 217.0
Nov 16 8:30 New York Fed Services Business Activity Nov Index - -19.1
Nov 16 9:15 Capacity Utilization Oct % 79.5 79.7
Nov 16 9:15 Industrial Production Oct M/M % Chg. -0.3 0.3
Nov 16 9:15 Manufacturing (SIC) Production Oct M/M % Chg. - 0.4
Nov 16 9:25 Fed's Williams Speaks at US Treasury Market Conference

Nov 16 10:00 NAHB Housing Market Index Nov Index 40.0 40.0
Nov 16 10:35 Fed's Barr Speaks at US Treasury Market Conference

Nov 16 11:45 Fed's Mester Delivers Introductory Remarks

Nov 17 8:30 Building Permits Oct Thsd 1453.0 1471.0
Nov 17 8:30 Housing Starts Oct Thsd 1350.0 1358.0
Nov 17 8:45 Fed's Collins Delivers Welcoming Remarks

Nov 17 9:45 Fed's Goolsbee Speaks on Economy

Nov 17 10:00 Fed's Daly Speaks in Frankfurt

Canada
Nov 15 8:30 Manufacturing Sales Sep M/M % Chg. - 0.7
Nov 15 8:30 Wholesale Sales ex Petroleum Sep M/M % Chg. - 2.3
Nov 15 9:00 Existing Home Sales Oct M/M % Chg. - -1.9
Nov 16 8:15 Housing Starts Oct Thsd - 270.5
Nov 17 8:30 Industrial Product Price Oct M/M % Chg. - 0.4
International
Nov 14 5:00 EZ Employment 3Q Y/Y % Chg. - 1.3
Nov 14 5:00 EZ Gross Domestic Product SA 3Q Y/Y % Chg. 0.1 0.1
Nov 14 18:50 JN Gross Domestic Product Annualized SA 3Q Q/Q % Chg. -0.4 4.8
Nov 14 21:00 CH Retail Sales Oct Y/Y % Chg. 7.0 5.5
Nov 14 21:00 CH Surveyed Jobless Rate Oct % 5.0 5.0
Nov 15 2:00 UK Consumer Price Index Oct Y/Y % Chg. 4.7 6.7
Nov 17 2:00 UK Retail Sales Ex Auto Fuel Oct Y/Y % Chg. -1.5 1.2
Nov 17 5:00 EZ Consumer Price Index Oct Y/Y % Chg. 2.9 4.3
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Disclaimer

This report s 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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