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ation continues.

ning to boost housing market activity.

U.S.

Donald Trump’s election victory means heightened macroeconomic uncertainty north of the border.

Canada’s labour market put in a decent showing in October as the unemployment rate steadied, while job cre-

A hefty increase in preliminary housing sales data for October may be proof that interest rate cuts are begin-

* President-elect Donald Trump will serve as the 47th president of the United States, securing 295 of the 538

Electoral College votes.

* Republicans also gained control of the Senate, while the House of Representatives is still up for grabs. Odds
favor the Republicans maintaining control of the House, though 25 seats have yet to be called.

* The Federal Reserve delivered on a quarter-point rate cut this week, and kept the door open to further cuts in

the months ahead.

This Week in the Markets

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

Stock Market Indexes
S&P 500 5993 5729 5993 4347
S&P/TSX Comp. 24754 24255 24846 19587
DAX 19199 19255 19657 15234
FTSE 100 8071 8177 8446 7361
Nikkei 39500 38054 42224 31458
U.S. 10-yr Treasury 4.28 4.38 4.70 3.62
Canada 10-yr Bond 3.17 3.29 3.87 2.87
Germany 10-yr Bund 2.37 2.4 272 1.90
UK 10-yr Gilt 4.43 4.45 4.56 3.44
Japan 10-yr Bond 1.01 0.95 110 0.56
C$ (USD per CAD) 0.72 0.72 0.76 0.72
Euro (USD per EUR) 1.07 1.08 112 1.06
Pound (USD per GBP) 1.29 1.29 1.34 1.22
Yen (JPY per USD) 152.6 153.0 161.7 140.6
Crude Oil ($US/bbl) 70.3 69.5 86.9 65.8
Natural Gas ($US/MMBtu) 1.49 1.42 13.20 1.24
Copper ($US/met. tonne) 9527.1 9444.8 10800.8 7954.7
Gold ($US/troy oz.) 2692.5 2736.5 2787.6 1940.2
*As of 10:35 AM on Friday. **Qil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold-
London Gold Bullion. Source: Bloomberg.

U.S. Election Results Spur Risk-On Bets
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Note: Data as of 10:33 AM ET, Friday, November 8, 2024.
Source: Bloomberg, TD Economics.

Global Official Policy Rate Targets

Central Banks Current Target
Federal Reserve (Fed Funds Rate) 4.50 - 4.75%
Bank of Canada (Overnight Rate) 3.75%
European Central Bank (Refi Rate) 3.40%
Bank of England (Repo Rate) 4.75%
Bank of Japan (Overnight Rate) 0.25%
Source: Bloomberg.
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Canada - With Certainty Comes Uncertainty

In case you missed it, there was a U.S. election this
week! Former President Trump will return to the White
House come January. With that, the degree to which his
policies will impact Canada’s economy will be a linger-
ing question for months to come. We have gathered our
initial thoughts on the economic impacts here. In the
aftermath of the results, Canada’s 10-year yield spiked
nearly 20 basis points (bps) to over 3.40% but has fully
retraced at the time of writing. The CAD finished flat
on the week (0.719 cents) despite heightened volatility,
while Canadian stocks caught a bid, rising 2.5%.

A big near-term question is how Trump’s tariff policy will
jolt U.S.-Canadian trade relations. Our recent research
details our expectations related to the future state of
trade. In short, the existing USMCA trade agreement
with the U.S. (and Mexico) could keep Canada insulated
from tariffs, so long as we make a handful of conces-
sions come the pact’s review in 2026. That said, we do
not discount the very real risk that Trump could move
forward with tariffs on Canada, which would have im-
mediate negative impacts on GDP, inflation, and trade.

Trump’s presidency also puts the Canadian dollar on a
different path. Our forecast for higher U.S. inflation will
result in a slower pace of U.S. rate cuts in 2025, widening
the spread between the Bank of Canada and the Fed,
and pressuring the loonie lower (Chart 1). The Canadian
dollar has already depreciated around 3% against the
Dollar since early-September, and we expect the CAD
will bottom in Q1-2025 before modestly appreciating

Chart 1: Widening Spread to U.S. Rates Will Put
Downward Pressure on the CAD
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Source: Bank of Canada, Federal Reserve, TD Economics.

Chart 2: Canadian Unemployment Rate Steadying
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thereafter. It would not surprise us to see the CAD tem-
porarily break below 70 cents in the near-term.

The election overshadowed some important domes-
tic developments. For one, Canada’s job market looks
to be on solid footing. Canada’s economy has added
a respectable 270k jobs so far this year, 15k of which
came in October. Against this backdrop, we are seeing
the unemployment topping out around current levels
(Chart 2), as the federal government’s plan to aggres-
sively slow population growth should limit the buildup
of further labour market slack (see report). Meanwhile,
wages continue to show signs of stickiness and a jump
in hours worked suggests October GDP growth could
print a solid number.

Elsewhere in the Canadian economy, housing markets
may finally be responding to rate cuts. Preliminary
sales data for October are consistent with a hefty 8%
increase in home sales based on double digit surges in
Toronto and Vancouver sales activity. With additional
interest rate cuts on the way and new federal borrowing
measures, more momentum is likely to build.

For now, the Bank of Canada’s (BoC) best approach
would be to look through the near-term uncertainties
when setting the policy rate. It is still too early to have
a high-conviction call for the December 11th meeting
given the deluge of data between now and then, but
we do think that the Bank will revert back to a 25 bps
cut after opting for a 50 bps jumbo move last month.
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U.S. - Trump Victory Likely to Bring Big Policy Changes

U.S. equities surged higher this week following Don-
ald Trump’s decisive victory in the presidential elec-
tion (see report). Longer-term Treasury yields also shot
higher, but later retraced all of Wednesday’s Trump
trade as the Federal Reserve helped to calm the bond
market by delivering on a quarter-point rate cut. The
S&P 500 ended the week 4% higher and is now up an
impressive 25% year-to-date. Meanwhile, the 10-year
Treasury yield is looking to the end week slightly lower
at 4.32% but is up nearly 60 basis points (bps) over the
past month. (Chart 1).

Beyond winning the White House, the Republicans also
took control of Senate, securing 53 of the 100 seats as
of writing. Two races are still too close to call, so there’s
potential for the GOP’s majority to widen a bit more
once all the ballots are counted. Meanwhile, control
for the House of Representatives remains up in the air,
with 25 seats still to be called. At this point, odds heav-
ily favor the Republicans maintaining control of the
House, but it’s unclear whether the GOP will be able to
make further inroads relative to their current slim ma-
jority of four. If the GOP retains only a slim majority in
the House, President Trump will need near-unanimous
GOP support to pass legislation, which could present
some challenge to his agenda.

One thing is for certain under Trump 2.0: tariffs are
coming. Once sworn in on January 20th, we expect
Trump to use executive powers to act quickly and levy
sweeping tariffs on many of the U.S.’s trading partners.
China is at the top of the list, but history has shown that

Chart 1: A Second Trump Presidency Has Pushed Yields &
Dollar Higher
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Source: Federal Reserve Board, Wall Street Journal, TD Economics.

Chart 2: Looming Tariffs Will Lead to More Gradual Pace
of Rate Reductions
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*Forecast as of November 8th, 2024. Source: Federal Reserve, TD Economics.

Trump isn’t afraid to raise tariffs on allies. While it is
possible that Canada and Mexico receive some carve-
outs, it would likely be conditional on them following
the U.S.’s lead and leveraging similar tariffs on China.
Others may also negotiate concessions, but that isn’t
likely to happen until after the tariffs are in play.

No matter which way you slice it, the more protection-
ist trade measures will be inflationary and work against
the Federal Reserve’s objective of restoring 2% infla-
tion. At the press conference, Chair Powell acknowl-
edged this point, but also noted that the Fed doesn’t
adjust its policy rate to potential changes in fiscal or
other government policies. For now, the FOMC remains
highly data dependent. This puts next week’s inflation
report in focus, particularly after the September read-
ing came in hotter than expected. With the economic
data still strong, any further signs of stickiness on the
inflation front will likely push Fed officials away from
continued quarter-point cuts and towards a slower
rate cut trajectory.

At this point, we still feel that a December rate cut is
still likely. However, we've revised our forecast for next
year, reflecting the fact that tariffs (and the potential
for tax cuts) will result in more persistent inflationary
pressures. We now assume the Fed takes a more grad-
ual approach in reducing the policy rate in 2025, cut-
ting at every-other meeting, resulting in a total of 100
bps of easing by year-end (Chart 2).
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Recent Key Economic Indicators: Nov 04 - 08, 2024

Economic Indicator/Event Data. for Units Current Prior
Period
United States
Nov 04 Factory Orders Sep M/M % Chg. -0.5 -0.8
Nov 04 Factory Orders Ex Trans Sep M/M % Chg. 0.1 -0.2
Nov 04 Durable Goods Orders Sep M/M % Chg. -0.7 -0.8
Nov 04 Cap Goods Orders Nondef Ex Air Sep M/M % Chg. 0.7 0.5
Nov 05 Trade Balance Sep Blns -84.4 -70.8
Nov 05 ISM Services Index Oct Index 56.0 54.9
Nov 06 S&P Global US Services PMI Oct Index 55.0 55.3
Nov 06 S&P Global US Composite PMI Oct Index 541 54.3
Nov 07 Unit Labor Costs Q3 Q/Q % Chg. 1.9 2.4
Nov 07 Initial Jobless Claims Nov 02 Thsd 221.0 218.0
Nov O7 Wholesale Trade Sales Sep M/M % Chg. 0.3 0.2
Nov 07 FOMC Rate Decision (Upper Bound) Nov 07 % 4.75 5.00
Nov 05 Int'l Merchandise Trade Sep Blns -1.26 -1.47
Nov 08 Net Change in Employment Oct Thsd 14.5 46.7
Nov 08 Unemployment Rate Oct % 6.5 6.5
Nov 07 EZ Retail Sales Sep Y/Y % Chg. 2.9 2.4
Nov 07 UK Bank of England Bank Rate Nov 07 % 4.75 5.00
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Nov 11 - 15, 2024

Release . . Data for . Consensus Last
Economic Indicator/Event ) Units .
Date Period Forecast Period
United States
Nov 12 6:00 NFIB Small Business Optimism Oct Index 92.0 91.5
Nov 12 10:00 Fed's Waller Speaks at Banking Conference
Nov 12 10:15 Fed's Barkin Speaks in Baltimore
Nov 12 11:00 NY Fed 1-Yr Inflation Expectations Oct % - 3.0
Nov 12 14:00 Fed's Kashkari Participates in Moderated Conversation
Nov 12 14:00 Senior Loan Officer Opinion Survey on Bank Lending Practices
Nov 12 17:00 Fed's Harker Speaks on Fintech, Al
Nov 12 17:30 Fed's Barkin Repeats Speech, followed with Q&A
Nov 13 8:30 Consumer Price Index Oct Y/Y % Chg. 2.6 2.4
Nov 13 8:30 Consumer Price Index Oct M/M % Chg. 0.2 0.2
Nov 13 8:30 Consumer Price Index Ex Food and Energy Oct Y/Y % Chg. 3.3 3.3
Nov 13 8:30 Consumer Price Index Ex Food and Energy Oct M/M % Chg. 0.3 0.3
Nov 13 9:45 Fed's Logan Gives Opening Remarks at Energy Conference
Nov 13 13:00 Fed's Musalem Speaks on Economy, Monetary Policy
Nov 13 13:30 Fed's Schmid Gives Keynote Remarks at Energy Conference
Nov 14 7:00 Fed's Kugler Speaks on Economic Outlook
Nov 14 8:30 Initial Jobless Claims Nov 09 Thsd 225.0 221.0
Nov 14 8:30 PPl Ex Food and Energy Oct M/M % Chg. 0.3 0.2
Nov 14 8:30 PPI Final Demand Oct M/M % Chg. 0.2 0.0
Nov 14 9:00 Fed's Barkin Discusses Economy in Fireside Chat
Nov 14 15:00 Powell Speaks on Economic Outlook in Dallas
Nov 14 16:15 Fed's Williams Speaks at NYFed Event
Nov 15 8:30 Empire Manufacturing Nov Index 0.0 -11.9
Nov 15 8:30 Retail Sales Advance Oct M/M % Chg. 0.3 0.4
Nov 15 8:30 Retail Sales Ex Auto and Gas Oct M/M % Chg. 0.3 0.7
Nov 15 9:15 Capacity Utilization Oct % 77.2 77.5
Nov 15 9:15 Industrial Production Oct M/M % Chg. -0.2 -0.3
Nov 15 9:15 Manufacturing (SIC) Production Oct M/M % Chg. -0.3 -0.4
Nov 15 10:00 Business Inventories Sep M/M % Chg. 0.2 0.3
Nov 15 8:30 Manufacturing Sales Sep M/M % Chg. -0.8 -1.3
Nov 15 8:30 Wholesale Sales ex Petroleum Sep M/M % Chg. - -0.6
Nov 15 9:00 Existing Home Sales Oct M/M % Chg. - 1.9
Nov 15 10:30 BoC Releases Senior Loan Officer Survey
Nov 12 2:00 UK ILO Unemployment Rate (3 Mths.) Sep % 41 4.0
Nov 14 5:00 EZ Employment Q3 Y/Y % Chg. - 0.8
Nov 14 5:00 Ez Gross Domestic Product SA Q3 Y/Y % Chg. 0.9 0.9
Nov 14 18:50 JN Gross Domestic Product SA (Annualized) Q3 Q/Q % Chg. 0.7 2.9
Nov 14 21:00 CH Retail Sales Oct Y/Y % Chg. 3.8 3.2
Nov 14 21:00 CH Surveyed Jobless Rate Oct % 5.1 5.1
Nov 15 2:00 UK Gross Domestic Product Q3 Y/Y % Chg. 1.0 0.7
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Disclaimer

This report is provided by TD Economics. Itis 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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