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'The Fed increased the monetary policy rate by 75 basis points to a range of 3.75-4%, opened the door to a slower pace
of tightening, while also setting expectations for a higher terminal rate.

The ISM purchasing mangers’ indexes weakened in October, suggesting that demand is softening.

'The economy added 261k new jobs, while unemployment rate rose marginally to 3.7%. It will take much more of a
slowdown for the Fed to be convinced that pressures from the labor market are moderating.

Canada

* 'The labour market surprised to the upside in October, erasing all of the prior five months’ job losses.

*  Wage growth remained hot at 5.6% y/y in October, but Statistics Canada found that those at the top end of the in-
come distribution were most likely to receive raises in the past year.

Wary of adding further inflationary pressures to the economy, the Federal Fall Economic Statement focused on clari-
fying funding for previously announced initiatives.

This Week in the Markets Hawkish Fed Tone Weights on Equities
Current* Week Ago 52-Week High  52-Week Low Weekly % Change
Stock Market Indexes S&P/TSX
S&P 500 3786 3901 4797 3577 S&P 500
S&P/TSX Comp. 19531 19471 22087 18206 DAX
DAX 13507 13243 16272 11976
FTSE 100 7361 7048 7672 6826 USD:EUR
Nikkei 27200 27105 29808 24718 USD-JPY
Fixed Income Yields
USD:CAD
U.S. 10-yr Treasury 4.12 4.01 4.24 1.34
Canada 10-yr Bond 3.45 3.24 3.68 132 Gold
Germany 10-yr Bund 227 210 242 -0.39 WTI
UK 10-yr Gilt 3.52 3.48 4.51 0.70
Japan 10-yr Bond 0.26 0.25 026 0.04 4.0 2.0 0.0 20 4.0 6.0
1 Note: Data as of 10:33 AM ET, Friday, November 4, 2022.
Forelgn EXChange Cross Rates Source: Bloomberg, TD Economics.
C$ (USD per CAD) 0.74 0.74 0.80 0.72
Euro (USD per EUR) 0.99 1.00 1.16 0.96
Pound (USD per GEP) 113 116 1.37 107 Global Official Policy Rate Targets
Yen (JPY per USD) 146.7 147.6 150.2 112.8
c v Soot Prices™ Central Banks Current Target
de Ol (SUS/bbl OMmMOdity Spot Frices Federal Reserve (Fed Funds Rate) 3.75 - 4.00%
C Qil ($US 92.2 87.9 123.7 65.6
rude Oil (3US/bbl) Bank of Canada (Overnight Rate) 3.75%
Natural Gas ($US/MMBtu) 445 4.87 9.82 334 .
European Central Bank (Refi Rate) 2.00%
Copper ($US/met. tonne) 7596.0 7619.0 10702.0 7160.0 Bank of Enaland (R R 3.00%
Gold ($US/troy oz.) 16745 1644.9 2050.8 16224 ank of England (Repo Rate) L%
*As of 10:49 AM on Friday. **Oil-WTI, Cushing, Nat. Gas-Henry Hub, LA (Thursday close price). Copper- Bank of Japan (Overnight Rate) -0.10%
LME Grade A. Gold-London Gold Bullion. Source: Bloomberg. Source: Bloomberg.
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U.S. - A Hawkish Pivot

On Wednesday, the Fed increased the monetary policy rate
by 75 basis points to a range of 3.75-4% (Chart 1). The hike
itself was expected, what captured headlines was the Fed’s
pledge to “take into account the cumulative tightening of
monetary policy, the lags with which monetary policy affects
economic activity and inflation, and economic and financial
developments.” In translation, the Fed plans to take a more
measured approach to rate hikes going forward and opens the
door to a slower pace of tightening. This sent bond and stock
markets higher.

Thirty minutes later, Chair Powell poured cold water on
those animal spirits by clarifying that despite a potentially
slower pace of hiking, the terminal policy rate is likely higher
than what FOMC members expected in September. He
pointed out that the labor market is very tight, and that con-
sumers still have a mountain of excess savings to keep de-
mand healthy. Therefore, further tightening is likely going to
be required to rein in inflation. He further emphasized that
it is “very premature” to consider pausing rate hikes, which
soured market sentiment, pushing equity prices 3.5% lower
relative to last week.

Despite Powell emphasizing strength in demand, leading
business indicators — the ISM purchasing managers indexes
— weakened in October. While the headline manufacturing
index just managed to stay expansionary, the new orders and
new export orders indexes continued contracting for the sec-
ond and third straight month, respectively. Services activity
also slowed, with demand factors expansion now clearly on
the downward trend. This means that the cumulative impact

Chart 1: Another Supersized Hike Lifts the Fed
Funds Rate to 3.75%-4%
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Chart 2: Wage Growth is Still Strong
Average Hourly Wages, Year/Year % Change
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of rate hikes might be catching up to consumers. However,
more concerning to the Fed is that following five straight
months of decline, the prices paid component of the services
index suddenly accelerated. This suggests that the largest sec-
tor of the economy is still facing faster and more widespread
price increases.

October’s jobs report provided little progress on the Fed’s
mission to bring the labor market back into balance. The
economy added 261k new jobs, above market expectations
for a larger slow down. Meanwhile, the unemployment
rate rose by two tenths of a percentage point to 3.7% in the
household survey, which showed job losses of 328k. While
that is an increase, 3.7% is still a very low level historically.
'The tight labor market showed up in average hourly earnings
growth, which eased only slightly to a still very healthy 4.7%
year-on-year (Chart 2).

With the Fed laser focused on the bringing down inflation,
it will take much more of a slowdown to be convinced that
pressures from the labor market are moderating. For now, err-
ing on the hawkish side remains the Fed’s best option. Look-
ing ahead to next week, the CPI report on Thursday may
provide some good news with consensus hoping for a slight
moderation in price gains. Markets will also be watching the
mid-term elections with recent polls pointing to a Republi-
can majority in Congress, resulting in a divided government.
While a divided government is historically positive for risk
assets, it could result in more fiscal restraint, which would
help the Fed at the margin in reigning in inflation.

Maria Solovieva, CFA, Economist | 416-380-1195
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Canada - Labour Market Surprises After Summer Chill

'The job market surprised to the upside in October. Impres-
sive job growth on the month recouped all of the losses
between May and September. With a tight labour market
and persistently strong wage growth it's no surprise the fed-
eral government is wary of providing additional inflation-
ary pressure to the economy. Indeed, the reticence to provide
more fiscal stimulus was evident when it chose to focus its
Fall Economic Statement (FES) on supports for low-income
Canadians and clarifying the financing of existing commit-
ment rather than net-new initiatives.

Canada's tight labour market continued in October. Em-
ployment gains of 108k erased the losses from the previous
five months (Chart 1). The details of the report were solid
too. Private sector hiring ticked up (+78k) for the first time
since March and all of this month's employment gains were
concentrated in full-time work (+119k). The labour force
participation rate also moved higher (+0.2 percentage points
to 64.9%) and has reached its highest level since June. The
supply of new workers came almost entirely from labour
torce growth (+110k), as the number of unemployed people
stayed roughly constant. Roughly equal growth in the labour
force and employment meant that the unemployment rate
(5.2%) remained unchanged.

'The labour market remains drum-tight despite the 5.2%

unemployment rate being marginally higher than the re-

cord lows reached last summer. With new workers relatively

scarce, average hourly earnings grew 5.6% year-on-year (y/y,

Chart 2). Interestingly, today's report addressed where ex-

actly some of the wage gains are happening. Of workers who
Chart 1. Labour Market Erases Five Months of Losses
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Chart 2: Wage Growth Continues At A Strong Clip
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*Average Hourly Earnings. Source: StatCan, TD Economics.

had been with their employer at least one year, nearly two-
thirds (64.3%) in the top 25% of wage earners received a
raise, while only half of those (50.1%) in the bottom 25%
got a pay boost. As inflation is running at 6.9% y/y, this
means those at the bottom end of the income spectrum are
seeing some of the steepest erosion in real wages (and thus
living standards).

It should be no surprise then that the new spending an-
nounced Thursday's FES focused on income supports for
lowest earners. Of the announced $22.1 billion, the main
initiatives were $4 billion in advances for the Canada Work-
ers Benefit and $2.8 billion in student debt relief.

'The emphasis of the FES was on clarifying funding for
previously announced initiatives. On that note, the Canada
Growth Fund will look to make its first investments in early
2023, while the investment tax credit for clean technologies
is now being estimated to cost $6.7 billion over five years. On
the revenues side, a 2% tax on corporate share buybacks and
a global minimum corporate tax that were also announced.

'The key takeaway from this week is that the Federal gov-
ernment is wary of additional fiscal stimulus, and for good
reason as the labour market remains tight. So, the FES in-
cluded minimal new spending (to not offset the BoC's ef-
forts to tame inflation) and revenues are going to be used to
reduce the nation's debt burden.

Andrew Hencic | Senior Economist
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Recent Key Economic Indicators: Oct 31 - Nov 04, 2022

Release Economic Indicator/Event Data. for Units Current Prior

Date Period
United States
Nov 1 S&P Global US Manufacturing PMI Oct Index 50.4 49.9
Nov 1 ISM Manufacturing Oct Index 50.2 50.9
Nov 1 Wards Total Vehicle Sales Oct Mins 14.9 13.5
Nov 2 ADP Employment Change Oct Thsd 239.0 192.0
Nov 2 FOMC Rate Decision (Upper Bound) Nov 2 % 4.00 3.25
Nov 2 Interest on Reserve Balances Rate Nov 3 % 3.9 3.15
Nov 3 Initial Jobless Claims Oct 29 Thsd 217.0 218.0
Nov 3 Trade Balance Sep Blns -73.3 -65.7
Nov 3 Unit Labor Costs 3Q Q/Q % Chag. 3.5 8.9
Nov 3 S&P Global US Composite PMI Oct Index 48.2 47.3
Nov 3 S&P Global US Services PMI Oct Index 47.8 46.6
Nov 3 Cap Goods Orders Nondef Ex Air Sep M/M % Chg. -0.4 -0.7
Nov 3 Durable Goods Orders Sep M/M % Chg. 0.4 0.4
Nov 3 Factory Orders Sep M/M % Chg. 0.3 0.2
Nov 3 Factory Orders Ex Trans Sep M/M % Chg. -0.1 0.1
Nov 3 ISM Services Index Oct Index 54.4 56.7
Nov 4 Average Hourly Earnings Oct M/M % Chg. 0.4 0.3
Nov 4 Change in Nonfarm Payrolls Oct Thsd 261.0 315.0
Nov 4 Unemployment Rate Oct % 3.7 3.5
Canada

Nov 1 S&P Global Canada Manufacturing PMI Oct Index 48.8 49.8
Nov 3 Int'l Merchandise Trade Sep Bins 1.1 0.6
Nov 4 Net Change in Employment Oct Thsd 108.3 21.1
Nov 4 Unemployment Rate Oct % 5.2 5.2

International

Oct31 EZ Consumer Price Index Estimate Oct Y/Y % Chg. 10.7 10.0
Oct 31 EZ Gross Domestic Product SA 3Q Y/Y % Chg. 2.1 4.1
Oct 31 MX Gross Domestic Product SA 3Q Q/Q % Chag. 1.0 0.9
Oct 31 JN Jibun Bank Japan PMI Manufacturing Oct Index 50.7 50.7
Oct 31 CH Caixin China PMI Manufacturing Oct Index 49.2 48.1
Nov3 EZ Unemployment Rate Sep % 6.6 6.7
Nov3 UK Bank of England Bank Rate Nov 3 % 3.00 2.25

*Eastern Standard Time. Source: Bloomberg, TD Economics.
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Upcoming Economic Releases and Events: Nov 7 - 11, 2022

Release Time* Economic Indicator/Event Data_ for Units Consensus La_st
Date Period Forecast Period
United States
Nov 8 6:00 NFIB Small Business Optimism Oct Index 92.1 92.1
Nov 9 10:00 Wholesale Trade Sales Sep M/M % Chg. -- 0.1
Nov 9 11:00 Fed'’s Barkin Discusses the Economic Outlook
Nov 10 2:00 Fed’s Waller Discusses Central Bank Digital Currencies
Nov 10 8:30 Consumer Price Index Oct M/M % Chg. 0.7 0.4
Nov 10 8:30 Consumer Price Index Ex Food and Energy Oct M/M % Chg. 0.5 0.6
Nov 10 8:30 Consumer Price Index Oct YIY % Chg. 8.0 8.2
Nov 10 8:30 Consumer Price Index Ex Food and Energy Oct YIY % Chg. 6.6 6.6
Nov 10 8:30 Initial Jobless Claims Nov 05 Thsd -- 217.0
Nov 10 9:35 Fed’s Logan Speaks at Energy and the Economy Conference

Nov 10 12:30 Fed’s Mester Discusses the Economic Outlook
Nov10 13:30 Fed’s George Speaks at Energy and the Economy Conference

Canada
Nov 10 12:05 BoC's Governor, Tiff Macklem, Speech on The evolution of Canadian labour markets
International
Nov 8 5:00 EZ Retail Sales Sep YIY % Chg. -- -2.0
Nov 8 20:30 CH Consumer Price Index Oct Y/Y % Chg. 2.4 2.8

*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 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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