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Highlights

•	 The longest U.S. government shutdown in history finally ended after 43 days. However, markets reacted cau-
tiously, with equities generally trending lower amid a selloff in tech stocks.

•	 Recent Fed speeches highlighted persistent caution, with several officials signaling reluctance to ease policy 
further. Odds of a December rate cut fell to around  50% from over 60% earlier in the week.  

•	 Small business optimism recorded a slight decline in October but remained above its long-term average. Re-
lated inflation indicators improved modestly, while labor market metrics appeared to hold their own.
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The longest U.S. government shutdown in history ended 
this week after 43 days, bringing relief to federal work-
ers and the broader economy. Yet, markets responded 
with caution. A series of Fed speeches offered little 
clarity on the Fed’s next move, with several officials 
appearing to favor a pause. Odds of a December rate 
cut have declined notably this week. Equities trended 
lower in the second half of the week, despite an uptick 
on Friday, with the tech-heavy Nasdaq faring worse.

Still, the end of the shutdown could be more of a tem-
porary patch than a permanent fix. The deal includes 
full-year funding for only three out of 12 annual spend-
ing bills, with the rest funded only through January, 
leaving a real risk of a partial shutdown come Febru-
ary, especially if negotiations over Affordable Care Act 
subsidies falter. The full economic impact is uncertain, 
but the CBO estimates it could shave around 1.5 per-
centage points from fourth-quarter real GDP growth. 
We anticipate Q4 growth to slow to around 1%, down 
from a tracking of +3% in the third quarter.

As departments like the Bureau of Labor Statistics (BLS) 
resume normal operations, delayed economic data 
should start to be released, but the revised schedule 
is unknown at time of writing. In the meantime, weekly 
initial jobless claims remain near recent levels (Chart 
1). Small businesses also appear to be maintaining a 
hiring focus. The average change in employment for 
small firms did remain in shallow negative territory, but 
October small business employment indicators from 
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the NFIB survey overall reinforced a “low hire, low fire” 
theme. Job openings are off pandemic highs, but re-
mained in the upper range of historical norms in Oc-
tober (Chart 2). Meanwhile, the share of small firms 
citing “quality of labor” as their top problem surged to 
an all-time high of 27%, leaving concerns about taxes 
(16%) and inflation (12%) well behind.

We will soon find out how well the alternative data  
guided us through the shutdown. September’s job re-
port would have been largely finished when the shut 
down began, and we expect it will be released next 
week. But, neither October’s Consumer Price Index 
(CPI) survey, nor the household survey portion of the 
employment report would have been conducted in the 
usual way with government workers off the job. The 
White House has said these reports are unlikely to be 
released. We don’t yet know if October data in both 
cases will be imputed from partial results or remain in-
terpolations. The payrolls portion of the October jobs 
report is still likely to be released though. The lack of 
CPI for October will have knock on effects for other 
government data, like GDP, resulting in more estima-
tion than usual. 

All of these data disruptions mean the Fed is unlikely 
to have all the usual data it would ahead of it’s interest 
rate decision. Markets are currently putting coin flip 
odds that the lack of data will lead the FOMC to pause 
in December, rather than proceed in a data fog. 
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Shutdown is Over, but Uncertainty to Linger Some More
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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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