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Highlights

United States

'The U.S. economy continued to add jobs in November, while the unemployment rate dipped, and wage growth held steady.

The JOLT'S data also showed a narrowing gap between labor demand and supply, which suggests that activity in the labor

market continues to normalize and come into better balance.

'The ISM services index showed that the services sector managed to maintain a modest expansion in November. Nonethe-
less, the trend continues to show that services sector growth is slowing.

Canada

As expected, the Bank of Canada kept its policy rate at 5%, communicating a wait and see policy stance. Bond markets
remained calm, with the 5-year yield moving slightly lower.

'The market has priced in rate cuts for next year, but the Bank looks for signs of broad deceleration across several inflation
components before it starts cutting rates. Taming inflation will also help re-anchor consumers’ perception about inflation.

'This week’s trade data pointed to moderating domestic demand as imports fell. Meanwhile. exports edged higher, result-
ing in a trade surplus in October.

s e M N e Qil Slips to 5-Month Low on Weak Demand Concerns
Weekly % Change
Current* Week Ago 52-Week High  52-Week Low
S&P/TSX
Stock Market Indexes
S&P 500 4599 4595 4599 3783 S&P 500
S&P/TSX Comp. 20347 20453 20767 18737 DAX
DAX 16757 16398 16757 13885
FTSE 100 7576 7529 8014 7257 USD:EUR
Nikkei 32308 33432 33753 25717 USD-JPY
Fixed Income Yields
U.S. 10-yr Treasury 423 4.20 4.99 3.31 USD:CAD
Canada 10-yr Bond 3.39 3.42 4.24 2.72 Gold
Germany 10-yr Bund 2.26 2.36 2.97 1.82
UK 10-yr Gilt 4.01 4.4 4.75 3.01 WTI
Japan 10-yr Bond i 0.77 0.70 0.96 0.25 4.0 30 20 1.0 00 10 20 30
Foreign Exchange Cross Rates
C$ (USD per CAD) 0.74 0.74 0.76 0.72 Note: Data as of 10:39 AM ET, Friday, December 8, 2023.
Euro (USD per EUR) 1.08 1.09 112 1.05 Source: Bloomberg, TD Economics.
Pound (USD per GBP) 1.26 1.27 1.31 118 — -
Yen (JPY per USD) 144.2 146.8 151.7 127.9 Global Official Policy Rate Targets
Commodity Spot Prices** Central Banks Current Target
Crude Oil ($US/bbl) 70.8 741 93.7 66.7 Federal Reserve (Fed Funds Rate) 5.25-5.50%
Natural Gas ($US/MMBtu) 2.52 263 7.49 177 Bank of Canada (Overnight Rate) 5.00%
Copper ($US/met. tonne) 8258.0 8538.5 9330.8 7823.8 European Central Bank (Refi Rate) 4.50%
Gold ($US/troy oz.) 2012.7 2072.2 2072.2 1776.9 Bank of England (Repo Rate) 5.25%
*As of 10:33 AM on Friday. **Oil-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. - The (Re)balancing Act Continues

'The major focus on the U.S. economic data calendar this
week was the labor market, with the two main reports show-
ing labor demand and supply are gradually coming back into
better balance. The service sector also continued to expand
while U.S Treasury yields continued to push further below
their mid-October highs.

First up, the more backward-looking JOLT'S data showed
that the number of job openings in October fell by more
than expected and slipped to the lowest level since March
2021. Although still higher than before the pandemic, at
8.7 million, openings are down notably from a record high
of 12 million in March 2022. To be sure, there were still
plenty of jobs available relative to the more than 6.5 million
unemployed job seekers in October. However, the gap has
narrowed with the vacancies-to-unemployed ratio falling
to 1.34 from 1.47 in September — its lowest reading since
August 2021. Other elements of the report also supported a
softening labor market narrative — lay-ofts held steady at 1.6
million and the quit rate remained unchanged at 2.3% for
the fourth consecutive month (in-line with where it was im-
mediately prior to the pandemic). Further evidence of labor
demand cooling has been seen in continuing jobless claims,
which have ticked higher over the past month, suggesting
workers are finding it a bit harder to find a new job.

'The signal from the more recent November payrolls report
was generally in line with the JOLTS data. The economy
added 199k jobs in November, largely in line with its pre-
pandemic average and up from 150k the previous month
(Chart 2). The unemployment rate dipped to 3.7% as the
labor force participation rate edged higher. Annual wage

Chart 1: The Supply-Demand Gap Slowly Closes
in the U.S. Labor Market
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Note: Last data point is Oct 2023. Source: Bureau of Labor Statistics, TD Economics.

Chart 2: Job Creation in the U.S. Maintains a Steady
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Source: Bureau of Labor Statistics, TD Economics.

growth held constant at 4.0%, down from the highs seen
last year, but still above what’s consistent with 2% inflation.

The recent cooling in the labor market alongside easing in-
flationary pressures has pushed term yields notably lower as
market participants have pulled forward the timing of when
the Fed could begin cutting rates. Since their recent peak in
October, yields have retreated closer to levels seen in Sep-
tember. Given the resilience of the economy thus far how-
ever, a further easing in financial conditions could provide a
stimulus to demand that could reignite price pressures and
prompt further Fed action contrary to market expectations.

On the production side, the services sector of the economy
managed to eke out a continued expansion with the ISM
services index rising modestly to 52.7 in November. The
lackluster growth suggests that activity in the sector is slow-
ing down, which could help to keep a lid on service sector
inflation and help wage inflation continue to cool.

The resilient labor market that supported an unexpectedly
strong U.S. economy this year is showing signs of cooling.
The latest signs that it is coming back into greater balance
will be welcomed at the Fed, which will be meeting next
week for their final policy decision of the year. When Fed
Chair Powell noted that the central bank can “let the data
reveal the appropriate path”, this week’s data points to a
steady course. All eyes will be on next week’s CPI release to
see if it corroborates that plan of action.

Shernette McLeod, Economist | 416-415-0413
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Canada - Steady Hand on the Tiller

'The Bank of Canada made it easy for the market this week
by keeping its policy rate at 5%. On the communication
front, the bank's comments that "the slowdown in the
economy is reducing inflationary pressures" were balanced
by concerns about upside risks to the inflation outlook and
that they "remain prepared to raise the policy rate further if
needed". There was no major post-announcement reaction
in the bond market as the 5-year yield continued easing
throughout the week.

Said plainly, the Bank is in wait and see mode. With con-
sumer spending fading and business hiring softening in re-
cent months, policymakers and financial markets are trans-
ferring their attention from the direction of the next rate
adjustment (rate cuts are priced in next year) to its timing.
Before this happens, inflation must come down closer to
the target of 2% and so far, the central bank's preferred
measures of inflation remain above 3%. While this is much
lower than the 5% peak last year, progress since the middle
of 2023 has been more limited, and the Bank is concerned
that inflation becomes entrenched above 3%.

The Bank is also likely a bit concerned about inflation
expectations becoming anchored at a higher level, as this
would hurt its credibility. The evidence from the most re-
cent Canadian Survey of Consumer Expectations suggest
that people overestimate inflation as they tie it to experi-
ences that are part of their everyday lives, such as food and
shelter. As a result, consumers perceive inflation to be three
percentage points higher than official estimates (Chart 1).

Chart 1: Canadian Consumers Tie Inflation to Their Daily
Experiences
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Source: Statistics Canada, Bank of Canada, TD Economics.

Chart 2: Canada's Trade Balance Starts the Fourth Quarter
on a Positive Note
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Source: Statistics Canada, TD Economics.

Paradoxically, consumers' responses from the recent survey
(conducted when interest rates reached their highest level)
suggest that some focus on the fact that monetary policy,
contributes to inflation in some ways. This is partly due to
the impact of rising interest rates on household mortgage
payments. Indeed, our recent report highlights that those
who have reset their mortgages in 2023 have reduced their
spending the most, while those who haven't seen the im-
pact of higher rates yet also pulled back on spending over
the last year in anticipation of higher costs.

This week's trade data also pointed to moderating demand.
Canada's merchandise imports fell in October both in
nominal and volumes terms. While a portion of the de-
cline is driven by supply constraints (such as strikes of auto
workers in the U.S.), most of the slow-down is driven by
a pullback in domestic consumer discretionary purchases
and slow-down in manufacturing activity. Meanwhile, ex-
ports edged up 0.1% driven by large increase in aircraft and
other transportation equipment. The resulting surplus sets

trade up to boost growth in the final quarter of the year
(Chart 2).

All said, the Bank is likely to remain in wait and see mode
for some time, as it keeps a close eye on the economic
data. Next week we'll take the temperature of the hous-
ing market with the latest readings on housing starts and
existing home sales. In addition, we'll find out whether
households' wealth continued rising through the third
quarter of the year.

Maria Solovieva, CFA, Economist | 416-380-1195
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Recent Key Economic Indicators: Dec 04 - 08, 2023
Release Economic Indicator/Event Dat(? for Units Current Prior
Date Period
United States
Dec 04 Factory Orders Oct M/M % Chg. -3.6 2.3
Dec 04 Factory Orders Ex Trans Oct M/M % Chg. -1.2 0.4
Dec 04 Durable Goods Orders Oct M/M % Chg. -5.4 -5.4
Dec 04 Cap Goods Orders Nondef Ex Air Oct M/M % Chg. -0.3 -01
Dec 05 S&P Global US Services PMI Nov Index 50.8 50.8
Dec 05 S&P Global US Composite PMI Nov Index 50.7 50.7
Dec 05 ISM Services Index Nov Index 52.7 51.8
Dec 06 ADP Employment Change Nov Thsd 103.0 106.0
Dec 06 Unit Labor Costs 3Q Q/Q % Chg. -1.2 -0.8
Dec 06 Trade Balance Oct Blns -64.30 -61.20
Dec 07 Initial Jobless Claims Dec 02 Thsd 220.0 219.0
Dec 07 Wholesale Trade Sales Oct M/M % Chg. -1.3 2.0
Dec 08 Change in Nonfarm Payrolls Nov Thsd 199.0 150.0
Dec 08 Unemployment Rate Nov % 3.7 3.9
Dec 08 Average Hourly Earnings Nov M/M % Chg. 0.4 0.2
Canada
Dec 06 Int'l Merchandise Trade Oct Blns 2.97 112
Dec 06 Bank of Canada Rate Decision Dec 06 % 5.00 5.00
International
Dec 04 IJN Tokyo Consumer Price Index Nov Y/Y % Chg. 2.6 3.2
Dec 05 Bz Gross Domestic Product 3Q Y/Y % Chg. 2.0 3.5
Dec 06 EZ Retail Sales Oct Y/Y % Chg. -1.2 2.9
Dec 07 EZ Gross Domestic Product SA 3Q Y/Y % Chg. 0.0 0.1
Dec 07 EZ Employment 3Q Y/Y % Chg. 1.3 1.4
Dec 07 IJN Gross Domestic Product Annualized SA 3Q Q/Q % Chag. -2.9 -2.1
*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Dec 11 - 15, 2023

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

Date Period Forecast Period

United States

Dec 11 11:00 NY Fed 1-Yr Inflation Expectations Nov % - 3.57
Dec 12 6:00 NFIB Small Business Optimism Nov Index 90.6 90.7
Dec 12 8:30 Consumer Price Index Nov M/M % Chg. 0.0 0.0
Dec 12 8:30 Consumer Price Index Nov Y/Y % Chg. 3.1 3.2
Dec 12 8:30 Consumer Price Index Ex Food and Energy Nov M/M % Chg. 0.3 0.2
Dec 12 8:30 Consumer Price Index Ex Food and Energy Nov Y/Y % Chg. 4.0 4.0
Dec 13 8:30 PPl Ex Food and Energy Nov M/M % Chg. 0.2 0.0
Dec 13 8:30 PPI Final Demand Nov M/M % Chg. 0.1 -0.5
Dec 13 14:00 FOMC Rate Decision (Upper Bound) Dec 13 % 5.50 5.50
Dec 13 14:00 Interest on Reserve Balances Rate Dec 14 % - 5.4
Dec 13 14:30 Fed Chair Holds Press Conference Following FOMC Meeting

Dec 14 8:30 Initial Jobless Claims Dec 9 Thsd 225.0 220.0
Dec 14 8:30 Retail Sales Advance Nov M/M % Chg. -0.1 -0.1
Dec 14 8:30 Retail Sales Ex Auto and Gas Nov M/M % Chg. 0.2 041
Dec 14 10:00 Business Inventories Oct M/M % Chg. 0.0 0.4
Dec 15 8:30 Empire Manufacturing Dec Index 2.0 9.1
Dec 15 9:15 Capacity Utilization Nov % 7941 78.9
Dec 15 9:15 Industrial Production Nov M/M % Chg. 0.2 -0.6
Dec 15 9:15 Manufacturing (SIC) Production Nov M/M % Chg. 0.5 -0.7
Dec 15 9:45 S&P Global US Composite PMI Dec Index - 50.7
Dec 15 9:45 S&P Global US Manufacturing PMI Dec Index 491 49.4
Dec 15 9:45 S&P Global US Services PMI Dec Index 50.5 50.8

Canada

Dec 14 8:30 Manufacturing Sales Oct M/M % Chg. - 0.4
Dec 15 8:15 Housing Starts Nov Thsd - 274.7
Dec 15 8:30 Wholesale Sales ex Petroleum Oct M/M % Chg. - 0.4
Dec 15 9:00 Existing Home Sales Nov M/M % Chg. - -5.6
Dec 15 12:40 Governor Tiff Mackem Speaks at Candian Club Toronto

International

Dec 13 2:00 UK Monthly GDP Oct 3M/3M % Chg. 0.1 0.3
Dec 14 7:00 UK Bank of England Bank Rate Dec 14 % 5.25 5.25
Dec 14 8:15 EZ ECB Main Refinancing Rate Dec 14 % 4.50 4.50
Dec 14 19:30 JN Jibun Bank Japan PMI Mfg Dec Index - 48.3
Dec 14 21:00 CH Retail Sales Nov Y/Y % Chg. 12.5 7.6
Dec 14 21:00 CH Surveyed Jobless Rate Nov % 5.0 5.0

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

http://economics.td.com @TD_Economics



http://twitter.com/TD_Economics
http://economics.td.com

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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