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The Weekly Bottom Line

Highlights of the Week

United States
•	 U.S. economic activity decelerated in the third quarter to a 1.9% annual pace from 2% in the second quarter, with con-

sumer spending doing much of the heavy lifting.

•	 The Federal Reserve implemented its third, and likely final, interest rate cut of this year, citing muted inflation pressures 
and staid global developments. The bar for future rate cuts, however, has shifted higher.

•	 PCE inflation continues to undershoot the Fed’s 2% target, with the headline measure at 1.3% year-on-year and core 
at 1.7%.  

Canada
•	 In no mood to trick investors during this Halloween week, the Bank of Canada left the overnight at 1.75%. However, the 

accompanying statement provided plenty of frights while tilting dovish and opening the door to eventual rate cuts.

•	 Data this week wasn’t too scary, with a modest headline gain in August GDP masking better details, and employment 
holding up well in the same month according to the lagged (but less volatile) SEPH survey.

•	 Alongside weaker-than-expected economic growth, an unanticipated tightening in financial conditions (flagged as a risk 
by the Bank of Canada) could spur interest rates cuts by the Bank in the months ahead.

November 1, 2019

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

S&P 500 3060 3023 3060 2351

S&P/TSX Comp. 16558 16404 16900 13780

DAX 12973 12895 12973 10382

FTSE 100 7302 7324 7687 6585

Nikkei 22851 22800 22974 19156

U.S. 10-yr Treasury 1.72 1.79 3.24 1.46

Canada 10-yr Bond 1.46 1.54 2.54 1.09

Germany 10-yr Bund -0.38 -0.36 0.46 -0.71

UK 10-yr Gilt 0.67 0.68 1.57 0.41

Japan 10-yr Bond -0.18 -0.14 0.13 -0.29

C$ (USD per CAD) 0.76 0.77 0.77 0.73

Euro (USD per EUR) 1.12 1.11 1.15 1.09

Pound (USD per GBP) 1.29 1.28 1.33 1.20

Yen (JPY per USD) 108.2 108.7 114.1 105.3

Crude Oil ($US/bbl) 55.2 56.5 66.4 42.3

Natural Gas ($US/MMBtu) 2.73 2.28 4.80 2.02

Copper ($US/met. tonne) 5769.5 5907.0 6555.5 5584.5

Gold ($US/troy oz.) 1510.7 1504.6 1552.4 1200.4

This Week in the Markets

*As of 12:00 PM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper-

LME Grade A. Gold-London Gold Bullion. Source: Bloomberg.

Commodity Spot Prices**

Foreign Exchange Cross Rates

Fixed Income Yields

Stock Market Indexes

Current Target

Federal Reserve (Fed Funds Rate) 1.50 - 1.75%

Bank of Canada (Overnight Rate) 1.75%

European Central Bank (Refi Rate) 0.00%

Bank of England (Repo Rate) 0.75%

Bank of Japan (Overnight Rate) -0.10%
Source: Central Banks.  

Global Official Policy Rate Targets 
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Note: Data as of 12:05 PM ET, Friday, November 01, 2019. 
Source: Bloomberg, TD Economics

Resilient Data Pushes North American Stock Indices Higher
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   U.S. - Consumers Step-Up, Businesses Pull-Back

rose a decent 0.2% month-on-month in October (3% year-
on-year). Other data releases showed that personal income 
advanced by 0.3% in September m/m, cooling from a 0.5% 
gain in August. Disposable income growth also slowed in 
September, weakening from 0.6% to 0.3%.

The headline PCE price index rose 1.3% y/y in September, 
while the core measure, the Fed’s preferred inflation gauge, 
was up 1.7% - well below its 2% target (Chart 2). This al-
lowed the Fed ample room to implement its third consecu-
tive quarter point cut, lowering the fed funds target range 
to 1.50%-1.75%. Although some easing bias remains, the 
accompanying policy statement signaled a higher bar for 
future interest rate reductions. The two previous cuts appear 
to be paying off by giving a lift to household spending in the 
most interest rate sensitive areas, such as housing and autos. 
This outcome has helped to offset a slump in manufactur-
ing. Encouragingly, that slump eased a bit in October, with 
the ISM manufacturing sentiment index ticking up to 48.3 
from 47.8 in September (see report). 

Across the pond, Britain not only got a Brexit extension but 
also an early election. The Brexit deadline was extended to 
Jan. 31, while British lawmakers voted to hold a December  
12th election. This paves the way for one of the most unpre-
dictable and divisive national ballots in Britain, but inches 
the Brexit issue closer to resolution.

Overall, it appears a healthy jobs market, supported by 
monetary easing is keeping Americans spending (though 
with less gusto than before), and helping to make up for a 
shortfall in business investment. 

The U.S. economic calendar was packed this week with sev-
eral major data releases that gave a glimpse into the state of 
economic activity heading into the last quarter of the year. 
Kicking things off, the U.S. economy grew at a 1.9% annual-
ized pace last quarter, slowing marginally from 2% recorded 
in the second quarter (Chart 1). Sectors centered on the do-
mestic side of the economy, including consumer spending 
(+2.9%), residential investment (+5.1%), and government 
spending (+2%), all made positive contributions. 

Other big entries did not fare as well. Most notably, busi-
ness investment declined for the second straight quarter 
(-3%), while net exports and inventories were minor drags. 
The falloff in business spending is the worst performance 
since late 2015, reflecting a confluence of factors ranging 
from slowing global growth, rising trade protectionism, 
and elevated policy uncertainty to appreciation of the U.S. 
currency. On the flipside, residential investment, having 
declined for six consecutive quarters, finally returned to 
positive territory, spurred by falling interest rates and high 
demand for homes. 

The consumer was once again the main driver of growth, 
and that bodes well for the economy if employers keep cre-
ating jobs and income growth remains steady. On the jobs 
side, the U.S. economy continues to surprise to the upside 
with non-farm payrolls rising by a healthy 128k in Octo-
ber, while job gains were revised upwards in the two prior 
months. However, a higher participation rate acted to induce 
a minor uptick in the unemployment rate to 3.6%. Overall, 
the labor market seems to be holding its own, even as the ex-
pansion cools. On the income side, average hourly earnings 

Shernette McLeod, Economist | 416-415-0413
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Chart 1: Consumer Spending Drives U.S. Economic Growth
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Canada - BoC Opens the Door to Rate Cuts

pointing, with only a modest 0.1% m/m gain churned out. 
Services sector output growth was mild owing to a sharp 
decline in wholesale trade. However, the headline masked 
better details, as 14 of 20 major industry groups saw higher 
output (Chart 2). And, absent a drag from utilities out-
put that was a result of colder weather growth would have 
come in at a trend-like 0.2% rate. Overall, the report leaves 
us tracking a 1.2% annualized gain for the third quarter, 
nearly in-line with the Bank of Canada’s estimate.

Other, second-tier data releases also suggested some resil-
ience on the part of Canada’s economy. For instance, the 
lagged (but less volatile) Survey of Employment, Payrolls 
and Hours showed that payroll employment experienced a 
mild decline in August. However, this followed an absolute 
blow-out month in July, where the 2nd most jobs were cre-
ated (82k) in the post-recession era. What’s more, wages 
accelerated during the month, consistent with the strong 
growth recorded in the Labour Force Survey.

Events this week clearly signaled that the Bank stands ready 
to lower interest rates should the need arise. In addition to 
weaker-than-expected economic growth, one development 
that could spur a move lower would be a sharp tighten-
ing in global financial conditions. And, while conditions 
appear accommodative on a global basis, bond yields have 
come off their lows in both the U.S. and Canada in recent 
weeks. If sustained, this would be a powerful motivator to 
push the Bank from talk to action.

During this Halloween week, investors were “treated” to a 
bevy of data releases, both primary and second-tier. How-
ever, the marquee event was the Bank of Canada’s interest 
rate decision. In no mood to “trick” investors, policymakers 
left the overnight rate unchanged at 1.75%, as was widely 
anticipated. However, plenty of scares were delivered in 
the accompanying statement. The tone shifted decidedly 
dovish compared to September, leaving the door open for 
eventual interest rate cuts. 

Trade conflicts and uncertainty featured prominently in 
the Bank’s statement. Updated forecasts showed that eco-
nomic growth was expected to be weak in the second half 
of 2019, dragged down (in their view) by falling invest-
ment and exports. Moreover, policymakers are now expect-
ing growth to be weaker in coming years (Chart 1). Indeed, 
their growth forecasts have now been pushed down by 0.2 
ppts in both 2020 and 2021, bringing them closer to our 
own projections.

The Bank expects the resilience of the Canadian economy 
to be “increasingly tested” by these challenges, and plans to 
pay close attention to indicators of consumer spending and 
housing activity for signs that weakness is spreading to the 
broader economy. Resilience seemed to be somewhat of a 
theme with policymakers this time around, with a variation 
of the word coming up five times in the Monetary Policy 
Report (compared to zero mentions in July). Coinciden-
tally, resilient is also a pretty good word to describe this 
week’s slate of data releases.

The August real GDP report was the most important data 
release of the week. On the face of it, the report was disap-

Rishi Sondhi, Economist | 416-983-8806
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Chart 1: Alberta Fiscal Restraint, External Headwinds 
Prompt Downward Revision to BoC’s Growth Outlook
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U.S.: Upcoming Key Economic Releases

*Forecast by Rates and FX Strategy Group.  For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com

ISM Non-Manufacturing Index - October*

Release Date: November 5, 2019
Previous: 52.6
TD Forecast: 53.7
Consensus: 53.6

We look for a modest rebound in the ISM non-manu-
facturing index to 53.7 following the drop to a three-year 
low in September. We expect the services sector to have 
improved in October on the back of a solid US consumer. 
Service sector surveys suggest small gains during the month, 
while consumer spending has continued to prove resilient.
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Canada: Upcoming Key Economic Releases

*Forecast by Rates and FX Strategy Group.  For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com

Canadian Employement– October*

Release Date: November 8, 2019
Previous: 53k, unemployment rate: 5.5%
TD Forecast: 25k, unemployment rate: 5.4% 
Consensus: 17k, unemployment rate: 5.5%

Canadian International Trade – September*

Release Date: November 5, 2019
Previous: -$0.96bn
TD Forecast:-$0.60bn
Consensus: -$0.60bn

TD looks for the labour market to continue its hot streak 
with the creation of another 25k jobs in October, which 
should allow the unemployment rate to slip back to the 
post-crisis low of 5.4%. With over 130k jobs created in 
the last two months, we would typically look for some 
giveback but expect hiring for the federal election to off-
set any weakness. Public administration employment has 
risen by 32k on average during the month of the last three 
federal elections, although a 21k increase in PA employ-
ment over the last four months suggests we could see 
more modest gains this cycle due to wider usage of early 
voting. Looking past the election-related hiring we expect 

TD looks for the trade deficit to narrow to $600m in Sep-
tember from $960m on account of a pullback in import 
activity, partially offset by softer exports. The UAW strike 
and resulting lockouts in the Canadian auto sector will 
weigh modestly on motor vehicle exports; US workers did 
not walk off the job until September 16th, and Canadian 
factories were able to operate for a few days before a parts 
shortage took hold. However, export volumes should see a 
more modest decline owing to a 0.1% decline in factory prices. 

a modest unwind of recent gains, with health care and 
education expected to give back a portion of the 70k jobs 
created over the last two months. We also expect a slight 
improvement in earnings which should push wage growth 
to 4.4% y/y on muted base effects.

5.1

5.4

5.7

6.0

-40

0

40

80

120

Sep-18 Dec-18 Mar-19 Jun-19 Sep-19

%

*Seasonally Adjusted
Source: Statistics Canada, TD Economics

Thousands of  Jobs

Net Job Change
(lhs)

Unemployment 
Rate (rhs)

Canadian Labour Market*

42

44

46

48

50

52

54

Aug-18 Nov-18 Feb-19 May-19 Aug-19

Exports Imports

$C, Billions

Source: Statistics Canada, TD Economics

Canadian International Merchandise Trade

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


6

@TD_Economicshttp://economics.td.com

Canada: Upcoming Key Economic Releases

*Forecast by Rates and FX Strategy Group.  For further information, contact TDRates&FXCommoditiesResearch@tdsecurities.com

Housing Starts – October*

Release Date: November 8, 2019
Previous: 221k
TD Forecast: 229k
Consensus: 225k

Housing starts are forecast to pick up to a 229k annual-
ized pace in October on stronger single and multi-unit 
construction. Single family starts fell by nearly 10% in 
September on a sharp drop in the Toronto region (among 
others), which we expect to rebound given solid demand 
in the resale market, and single-family permit issuance 
currently sits at a 14-month high. Multi-unit starts should 
also see a slight increase. Overall, this print should bode 
well for the residential investment outlook. Residential 
investment rebounded from five quarters of contraction 
with a 5.5% (ann.) increase in Q2, and we are tracking a 
slightly firmer gain for Q3. With starts averaging 223k 
for both of those quarters, a modest increase for October 
would suggest sustained momentum into Q4.
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Release 

Date
Economic Indicator/Event

Data for 

Period
Units Current Prior

Oct 28 Advance Goods Trade Balance Sep Blns -70.40 -73.10

Oct 29 Conf. Board Consumer Confidence Oct Index 125.9 126.3

Oct 29 Pending Home Sales Sep M/M % Chg. 1.5 1.4

Oct 29 S&P CoreLogic CS US HPI Aug Y/Y % Chg. 3.2 3.2

Oct 30 ADP Employment Change Oct Thsd 125.0 93.0

Oct 30 Core Personal Consumption Expenditure 3Q Q/Q % Chg. 2.2 1.9

Oct 30 FOMC Rate Decision (Upper Bound) Oct 19 % 1.75 2.00

Oct 30 Gross Domestic Product Annualized 3Q Q/Q % Chg. 1.9 2.0

Oct 30 Personal Consumption 3Q Q/Q % Chg. 2.9 4.6

Oct 31 Employment Cost Index 3Q Q/Q % Chg. 0.7 0.6

Oct 31 Initial Jobless Claims Oct 19 Thsd 218.0 213.0

Oct 31 Personal Consumption Expenditure Core Deflator Sep Y/Y % Chg. 1.7 1.8

Oct 31 Personal Consumption Expenditure Deflator Sep Y/Y % Chg. 1.3 1.4

Oct 31 Personal Income Sep M/M % Chg. 0.3 0.5

Oct 31 Real Personal Spending Sep M/M % Chg. 0.2 0.2

Nov 1 Average Hourly Earnings Oct M/M % Chg. 0.2 0.0

Nov 1 Change in Nonfarm Payrolls Oct Thsd 128.0 180.0

Nov 1 ISM Manufacturing Oct Index 48.3 47.8

Nov 1 Markit US Manufacturing PMI Oct Index 51.3 51.5

Nov 1 Unemployment Rate Oct % 3.6 3.5

Oct 30 Bank of Canada Rate Decision Oct 19 % 1.75 1.75

Oct 31 CFIB Business Barometer Oct Index 59.8 59.3

Oct 31 Gross Domestic Product Aug M/M % Chg. 0.1 0.0

Oct 31 Industrial Product Price Sep M/M % Chg. -0.1 0.2

Nov 1 Markit Canada Manufacturing PMI Oct Index 51.2 51.0

Oct 28 JN Tokyo Consumer Price Index Oct Y/Y % Chg. 0.4 0.4

Oct 29 JN Retail Sales Sep Y/Y % Chg. 9.1 1.8

Oct 30 CH Manufacturing PMI Oct Index 49.3 49.8

Oct 30 JN Industrial Production Sep Y/Y % Chg. 1.1 -4.7

Oct 30
M

X
Gross Domestic Product 3Q Y/Y % Chg. -0.4 -0.8

Oct 31 EZ Consumer Price Index Oct Y/Y % Chg. 0.7 0.8

Oct 31 EZ Gross Domestic Product 3Q Y/Y % Chg. 1.1 1.2

Oct 31 EZ Unemployment Rate Sep % 7.5 7.5

Oct 31 JN BOJ Policy Balance Rate Oct 19 % -0.10 -0.10

Oct 31 JN Jobless Rate Sep % 2.4 2.2

Nov 1 UK Markit UK PMI Manufacturing Oct Index 49.6 48.3

Source: Bloomberg, TD Economics. 

Recent Key Economic Indicators: Oct 28 - Nov 1, 2019

United States

Canada

International
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Release 

Date
Time* Economic Indicator/Event

Data for 

Period
Units

Consensus 

Forecast
Last Period

Nov 4 10:00 Cap Goods Orders Nondef Ex Air Sep M/M % Chg. - -0.7
Nov 4 10:00 Durable Goods Orders Sep M/M % Chg. - -1.1

Nov 4 10:00 Durables Ex Transportation Sep M/M % Chg. - -0.3

Nov 4 10:00 Factory Orders Sep M/M % Chg. -0.5 -0.1

Nov 4 10:00 Factory Orders Ex Trans Sep M/M % Chg. - 0.0

Nov 4 15:05 Fed's Mary Daly speaks at NYU Stern in New York, NY

Nov 5 8:30 Trade Balance Sep Blns -53.7 -54.9

Nov 5 9:45 Markit US Services PMI Oct Index - 51.0

Nov 5 10:00 ISM Non-Manufacturing Index Oct Index 53.7 52.6

Nov 5 12:40 Fed's Robert Kaplan speaks at the Real Estate Council Speaker Series in Dallas, TX

Nov 5 18:00 Fed's Neel Kashkari speaks  Thrivent Financial Business Development Conference in Minneapolis, MN

Nov 6 8:30 Unit Labor Costs 3Q Q/Q % Chg. 2.2 2.6

Nov 6 9:30 Fed's John Williams speaks at a Wall Street Journal Event in New York, NY

Nov 6 15:15 Fed's Patrick Harker speaks at Drexel University in Philadelphia, PA

Nov 6 18:30 Fed's John Williams speaks at the New York Fed in New York, NY

Nov 7 8:30 Initial Jobless Claims Nov 19 Thsd - 218.0

Nov 7 13:05 Fed's Robert Kaplan speaks at the Dallas Regional Chamber of Commerce in Dallas, TX

Nov 7 19:10 Fed's Raphael Bostic speaks to Money Marketeers in New York, NY

Nov 8 10:00 Wholesale Trade Sales Sep M/M % Chg. - 0.0

Nov 8 Mortgage Delinquencies 3Q Q/Q % Chg. - 4.5

Nov 5 8:30 Int'l Merchandise Trade Sep Blns - -0.96

Nov 8 8:15 Housing Starts Oct Thsd - 221.2

Nov 8 8:30 Hourly Wage Rate Permanent Employees Oct Y/Y % Chg. - 4.3

Nov 8 8:30 Net Change in Employment Oct Thsd - 53.7

Nov 8 8:30 Unemployment Rate Oct % - 5.5

Nov 8 13:30 BoC hosts The John Kuszczak Memorial Lecture in Ottawa, ON

Nov 6 5:00 EZ Retail Sales Sep Y/Y % Chg. 2.4 2.1

Nov 7 7:00 UK Bank of England Bank Rate Nov 19 % 0.75 0.75

Nov 8 20:30 CH Consumer Price Index Oct Y/Y % Chg. 3.0 3.0

Upcoming Economic Releases and Events: Nov 4 - Nov 8, 2019

United States

Canada

International

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