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Canada

* Canadian inflation made headlines this week, with both overall and core inflation pushing higher in October.

* The Canadian consumer was also in the spotlight as retail sales surged and the Federal government announced

big stimulus measures to further support spending.

* Rising inflation and stronger consumer spending have raised odds that the BoC will revert to a 25 bp cut when

it meets in December.

U.S.

* A quiet week for data with the housing market showing healthy sales activity and Fed speakers recommitting to

a data-dependent approach to policy.

* The focus will be on housing inflation in next week’s Personal Income and Outlays report for October.

* Productivity growth has allowed inflation to cool without sacrificing much growth. Whether that continues
through the end of 2024 and into 2025 will be material for Fed policy.

This Week in the Markets

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

Stock Market Indexes
S&P 500 5956 5871 6001 4549
S&P/TSX Comp. 25432 24891 25432 20033
DAX 19294 19211 19657 15966
FTSE 100 8264 8064 8446 7423
Nikkei 38284 38643 42224 31458
U.S. 10-yr Treasury 4.4 4.44 4.70 3.62
Canada 10-yr Bond 3.47 328 3.87 2.87
Germany 10-yr Bund 225 2.36 2.69 1.90
UK 10-yr Gilt 4.40 4.47 4.56 3.44
Japan 10-yr Bond 1.09 1.07 110 0.56
C$ (USD per CAD) on 0.7 0.76 on
Euro (USD per EUR) 1.04 1.05 112 1.04
Pound (USD per GBP) 125 1.26 1.34 124
Yen (JPY per USD) 154.9 154.3 161.7 140.6
Crude Oil ($US/bbl) 70.8 67.0 86.9 65.8
Natural Gas ($US/MMBtu) 2.84 1.65 13.20 1.22
Copper ($US/met. tonne) 8885.1 8881.9 10800.8 8065.0
Gold ($US/troy oz.) 2702.8 2563.3 2787.6 1979.5
*As of 11:36 AM on Friday. **Qil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-LME Grade A. Gold-
London Gold Bullion. Source: Bloomberg.

Bullish Momentum Lifts Markets
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Note: Data as of 11:34 AM ET, Friday, November 22, 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 - Inflation Can’t ‘Shake it Off’

Taylor Swift may still be in Toronto, but it was the steady
stream of economic data that dominated headlines this
week. Canadian Consumer Price Index (CPI) inflation
was supposed to be the star with a big upwards move
in October (Chart 1), but the Federal government’s large
pre-election stimulus to support consumer spending
took center stage. Retail sales data for September also
came in hot, showing that Canadian consumers may
have entered a new ‘Era’ of elevated spending. Hous-
ing starts data also showed strength in October, likely
reacting to the revival happening in the resale market.
Financial markets responded by pricing a greater likeli-
hood that the Bank of Canada (BoC) will revert to cut-
ting by 25 bps at its December meeting.

A more gradual pace of interest rate cuts is consistent
with October’s inflation data, which was a bit hotter
than expected, bouncing back to target after a soft
reading in September. And it wasn’t just higher gaso-
line prices behind the increase. The BoC’s core inflation
measures also rose two tenths to 2.6% y/y on average,
above the 2.5% mark the Bank had flagged in the past
as behind the reason they were comfortable making a
larger 50 basis point cut. This reminded markets that
the BoC is not ‘Out of the Woods’ when it comes to con-
trolling inflation.

Stronger consumer demand may be the source of ris-
ing inflation. After a long period of cautious spending,
consumers are feeling ‘22’ again. It looks like the effect
of lower rates is finally starting to raise sentiment. Re-
tail sales data released Friday confirmed this, with a
near 1% monthly jump in September and the advanced

Chart 1: Inflation Returns to the BoC's 2% Target
Canadian CPI, Year/Year % Change
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Source: Bank of Canada, Statistics Canada, TD Economics. Last Observation: Oct. 2024.

Chart 2: BoC Expected to Cut Rates More Gradually
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Source: BoC, LSEG, TD Economics. Last Observation: Nov. 21st, 2024.

estimate for October showing more of the same. And
this isn’t even including the rampant spending seen in
Toronto over the last two weeks, where a flood of Swift-
ies descended on the city to scoop up $100 shirts and
T-Swift themed cocktails at local bars. The Federal gov-
ernment’s huge pre-election stimulus is likely to extend
this spending spree through the first half of 2025, as
the HST break and a round of $250 cheques will pull
spending forward and boost overall GDP growth.

A stronger Canadian consumer also means that hous-
ing is back in ‘Style’. Lower rates have sparked the
housing market, with resale activity and prices show-
ing renewed strength ever since the BoC cut by 50 bps
in October. This has parleyed into improved builder
confidence, as housing starts data showed an impres-
sive 8% monthly increase in October. This implies that
residential investment should start being a positive
contributor to Canadian GDP growth following three
years of this sector dragging down growth.

If there was one T-Swift song that would characterize
what the BoC should do, it’s: ‘You Need to Calm Down’
- with the pace of rate cuts that is. Everyone remem-
bers the central bank electing to cut by an oversized
50 bps back in October. At the time, we made our own
headlines by saying how this wasn’t needed and that
it risked sparking the real estate market. This was the
right advice, as the bank is looking increasingly likely
to revert to its prior pace of 25 bps cuts. This may make
it the ‘Anti-hero’ for those hoping for a Swifter pace of
cuts, but it is likely the best course of action given the
state of the economy.
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U.S. - Looking Ahead After a Quiet Week

A brief rally in Treasuries fizzled out this week and, at
the time of writing, Treasury yields are roughly back to
where they were at Monday’s open. Ultimately, a pair of
housing reports coming in roughly in line with expecta-
tions and two Fed speakers emphasizing data depen-
dence, leave us looking to next week’s Personal Income
and Outlays report as the next sign-post to gauge
where the Fed’s rate cutting campaign is headed.

Two Fed Board Members took the stage this week -
Governor’s Bowman and Cook. Though they offered
slightly different interpretations of the state of the
economy both recommitted to a data-dependent ap-
proach to rate setting. Governor Cook presented her
view of the outlook, with an emphasis that the disin-
flation process is well on its way “even if the path is
occasionally bumpy”. Governor Bowman was more
pessimistic noting that, “progress on inflation seems to
have stalled”. Markets now expect the Fed’s preferred
inflation gauge (the personal consumption expendi-
ture index excluding food and energy) to show another
strong advanced in October of 0.3% month-on-month
(m/m, 3.7% annualized) - well ahead of the Fed’s 2.0%
target. Whether it's a bump or another sign of stalling
will come down to the details of the report.

The good news is that the growth in most goods and
services prices has moderated significantly (Chart 1).
Goods price trends have been a key part of the recent
cooling with prices in both durables and nondurables

Chart 1: Housing Inflation Continues to Prop Up
Price Growth

PCE Price Index, 3-Month Annualized % Change
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Source: BEA, TD Economics.

Chart 2: Higher Mortgage Rates Likely to Cool
Housing Demand
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Source: Federal Home Loan Mortgage Corporation, TD Economics.
Last Observation: Nov. 21, 2024

in deflation over the past several months. There is
some worry this benefit could be coming to an end
as there was a notable uptick in durable goods prices
last month (+0.3% m/m). With retail sales demand still
healthy, another price gain can’t be ruled out. Adding
to the concern is the prospect that tariffs are around
the corner. For policymakers, the end of the downdraft
from durable goods prices would come at an inoppor-
tune time as it has provided a meaningful deflationary
offset to a still-hot housing sector.

This puts more focus on what kind of print we can ex-
pect in the coming months from the housing market.
Sales activity clocked in a healthy gain last month
amid lower mortgage rates in late summer. However,
this is likely to be a temporary burst as affordability
is still stretched, and the recent backup in borrowing
costs should dent demand (Chart 2). With inventory
levels near balanced territory, this should help temper
further price gains.

To date, U.S. consumers have benefited from a pro-
ductivity boom that has allowed inflation to cool with-
out sacrificing much growth. The key concern now is
whether this pace of productivity growth can extend
into next year. This means looking at the details in the
data for signs that demand growth is yet again out-
pacing supply. Markets currently judge the odds of a
Fed cut in December at a coin toss. An upside surprise
next week could make it a long-shot.
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Recent Key Economic Indicators: Nov 18 - 22, 2024

. . Data for .
Economic Indicator/Event . Units Current
Period

United States

Nov 18 NAHB Housing Market Index Nov Index 46.0 43.0
Nov 19 Housing Starts Oct Thsd 1311.0 1353.0
Nov 19 Building Permits Oct Thsd 1416.0 1425.0
Nov 21 Initial Jobless Claims Nov 16 Thsd 213.0 219.0
Nov 21 Existing Home Sales Oct Mins 3.96 3.83
Nov 22 S&P Global US Manufacturing PMI Nov Index 48.8 48.5
Nov 22 S&P Global US Services PMI Nov Index 57.0 55.0
Nov 22 S&P Global US Composite PMI Nov Index 55.3 541
Canada
Nov 18 Housing Starts Oct Thsd 240.8 223.4
Nov 19 Consumer Price Index NSA Oct M/M % Chg. 0.4 -0.4
Nov 19 Consumer Price Index Oct Y/Y % Chg. 2.0 1.6
Nov 21 Industrial Product Price Oct M/M % Chg. 1.2 -0.8
Nov 22 Retail Sales Sep M/M % Chg. 0.4 0.4
Nov 22 Retail Sales Ex Auto Sep M/M % Chg. 0.9 -0.8
Nov19 EZ Consumer Price Index Oct Y/Y % Chg. 2.0 2.0
Nov 20 UK Consumer Price Index Oct Y/Y % Chg. 2.3 1.7
Nov 21 JN Natl Consumer Price Index Oct Y/Y % Chg. 2.3 2.5
Nov 21 N Jibun Bank Japan PMI Mfg Nov Index 49.0 49.2
Nov 22 UK Retail Sales Ex Auto Fuel Oct Y/Y % Chg. 2.0 3.2
Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Nov 25 - 29, 2024

Release : : . Data for . Consensus Last
Time* Economic Indicator/Event . Units .
Date Period Forecast Period
United States
Nov 26 9:00 S&P CoreLogic CS 20-City NSA Sep Y/Y % Chg. - 5.2
Nov 26 9:00 S&P CorelLogic CS US HPI NSA Sep Y/Y % Chg. - 4.3
Nov 26  10:00 Conf. Board Consumer Confidence Nov Index 12.5 108.7
Nov 26 14.00 FOMC Meeting Minutes Nov 07
Nov 27 8:30 Gross Domestic Product (Annualized) Q3 Q/Q % Chg. 2.8 2.8
Nov 27 8:30 Personal Consumption Q3 Q/Q % Chg. - 3.7
Nov 27 8:30 Advance Goods Trade Balance Oct Blns -99.30 -108.70
Nov 27 8:30 Durable Goods Orders Oct M/M % Chg. 0.5 -0.7
Nov 27 8:30 Cap Goods Orders Nondef Ex Air Oct M/M % Chg. 0.2 0.7
Nov 27 8:30 Initial Jobless Claims Nov 23 Thsd 217.0 213.0
Nov 27 10:00 Personal Income Oct M/M % Chg. 0.3 0.3
Nov 27 10:00 Real Personal Spending Oct M/M % Chg. - 0.4
Nov27  10:00 PCE Price Index Oct Y/Y % Chg. 2.3 21
Nov 27 10:00 Core PCE Price Index Oct Y/Y % Chg. 2.8 2.7
Nov 27 10:00 Pending Home Sales Oct M/M % Chg. -21 7.4
Nov 26 8:20 Deputy Governor Mendes Speaks at Charlottetown Chamber of Commerce
Nov 28 7:00 CFIB Business Barometer Nov Index - 55.8
Nov 28 8:30 Payroll Employment Change (SEPH) Sep Thsd - 13.5
Nov 29 8:30 Gross Domestic Product (Annualized) Q3 Q/Q % Chg. 0.9 2.1
Nov28  18:30 IN Jobless Rate Oct % 2.5 2.4
Nov 28 18:30 JN Tokyo Consumer Price Index Nov Y/Y % Chg. 2.2 1.8
Nov28  18:50 IN Retail Sales Oct Y/Y % Chg. 2.1 0.7
Nov 29 5:00 EZ Consumer Price Index Estimate Nov Y/Y % Chg. 2.3 2.0
Nov29  20:30 CH Manufacturing PMI Nov Index 50.3 50.1
*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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