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GROSS DOMESTIC PRODUCT
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Unemployment Rate
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Labour Participation Rate
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Labour Force

in Thousands Jan-Mar  Apr-Jun Jul-Sep Oct - Dec

Year Q1 Q2 Q3 Q4
413,245 415,632 417,897 420,260
422,315 424,437 426,384 428,478
430,274 431,909 434,140 435,666
437,459 439,149 440,678 442,045

444,009 446,147 447,655 448,953

450,526 451,990 453,308 454,873
455,413 401,105 421,623 427,697
430,841 435,499 441,557 447,474
452,540 456,132 459,994 462,837
465,734 467,734 469,560 -
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CONSUMER PRICE INDEX

According to the U.S. Bureau of Labor Statistics' report, the Con-
sumer Price Index for All Urban Consumers (CPI-U) remained un-
changed in October on a seasonally adjusted basis, following a 0.4
percent increase in September. Over the past 12 months, the all
items index rose by 3.2 percent before seasonal adjustment, show-

casing a slower increase compared to the previous period.

In October, the rise in the shelter index offset a decline in the gaso-
line index, resulting in the overall index being unchanged for the
month. The energy index experienced a notable 2.5 percent de-
cline, mainly due to a 5.0-percent drop in the gasoline index, de-
spite increases in other energy component indexes. The food index
increased by 0.3 percent in October, with food at home rising by

0.3 percent and food away from home increasing by 0.4 percent.

Excluding food and energy, the index for all items increased by 0.2
percent in October, slightly lower than the 0.3 percent rise in Sep-
tember. Among the categories that saw increases in October were
rent, owners' equivalent rent, motor vehicle insurance, medical
care, recreation, and personal care. Conversely, indexes for lodging
away from home, used cars and trucks, communication, and airline

fares decreased during the month.

Over the 12 months ending in October, the overall all items index
rose by 3.2 percent, showing a smaller increase compared to the
3.7 percent increase for the 12 months ending in September.
Meanwhile, the all items index, excluding food and energy, in-
creased by 4.0 percent over the last year, marking its smallest 12-
month change since September 2021. The energy index decreased
by 4.5 percent for the 12 months ending in October, while the food

index increased by 3.3 percent over the same period.
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PRODUCER PRICE INDEX

The U.S. Bureau of Labor Statistics released data indicating a 0.5 percent
decline in the Producer Price Index (PPI) for final demand in October, fol-
lowing a 0.4 percent increase in September. This marks the most signifi-
cant decrease in final demand prices since April 2020, reflecting a season-
ally adjusted pattern. On an unadjusted basis, the index for final demand

showed a 1.3 percent increase over the 12 months ending in October.

The decline in October was largely driven by a substantial 1.4 percent fall
in the index for final demand goods, while prices for final demand services

remained unchanged during the same period.

Excluding the impact of foods, energy, and trade services, the index for
final demand showed a modest 0.1 percent increase in October, marking
the fifth consecutive monthly rise. Over the 12 months ending in October,
prices for final demand, excluding foods, energy, and trade services,
moved up by 2.9 percent, indicating a continued but relatively moderate

upward trend.
Final Demand Goods

In October, prices for final demand goods experienced a notable decline of
1.4 percent, marking the first decrease since a 1.5 percent fall in May. The
primary contributor to this decline was the substantial drop of 6.5 percent
in the index for final demand energy. Prices for final demand foods also
saw a decrease, falling by 0.2 percent. However, the index for final de-
mand goods excluding foods and energy showed a slight increase of 0.1
percent.

Final Demand Services

In October, prices for final demand services remained unchanged, marking
the end of six consecutive months of increases. Notably, there was a 1.5
percent increase in the index for final demand transportation and ware-
housing services, along with a 0.1 percent rise in prices for final demand
services excluding trade, transportation, and warehousing. These increas-
es balanced out a 0.7 percent decline in margins for final demand trade
services, where trade indexes measure changes in margins received by
wholesalers and retailers.
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U.S. DOLLAR

Over the course of October 2023, the US dollar has
strengthened against the CAD and the Pound, closing the
month at USDCAD 1.3829 and GBPUSD 1.2166, respective-
ly. However, relative to the EUR and the YEN, the dollar has
weekended, closing October at EURUSD 1.0615 and USDJPY
149.11, respectively.

According to FX Empire, “The US Dollar weakened after the
Federal Reserve decided to keep interest rates unchanged,
signaling a possible halt to rate hikes due to a balanced ap-
proach amid rising risks, as seen in declining US Treasury
yields. The dollar index reacted with a dip of 0.1% to
106.41, while other major currencies like the euro, Swiss
franc, and yen saw upward movements. The yen, in particu-
lar, rebounded after the Bank of Japan relaxed its yield
curve control policy earlier this week.”

FX Rate Movement
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U.S. TREASURY YIELD CURVE

Treasury Par Yield Curve Rates closed October 2023 at the
following rates:

1 month: 5.56%

lyear: 5.44%

S5years: 4.82%

10 years: 4.88%

20 years: 5.21%

30 years: 5.04%

Throughout October 2023, the U.S Treasury yield curve con-
tinued to slope downward. This shows that bonds of longer
maturities are currently providing a lower yield, relative to
short term bonds. As at October 31, 2023, the yield for a
one-year U.S government bond was 5.56%, as opposed to
4.88%, 5.21% and 5.04% being the yield for a ten-year,
twenty-year and thirty-year bond, respectively.

U.S Treasury Yield
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GOVERNMENT DEBT/ DEFICIT
Budget Totals, Fiscal Year 2023

Billions of Dollars

Preliminary, FY
2023

Reccip's 1% 1439 15
Outlays 672 6134 138
Defick()  -1376 1695 319

Actual, FY 2022

Estimated Change

FEDERAL RESERVE MINUTES

In the recent monetary policy meeting, members of the MPC acknowl-
Federal Funds Target Rate

edged a robust expansion in economic activity during the third quarter, 6

though job gains had moderated. The unemployment rate remained 5

low, while inflation remained elevated. Members recognized the sound-

ness and resilience of the U.S. banking system but expressed concerns

Interest Rate
w

about the potential impact of tighter financial and credit conditions on

economic activity, hiring, and inflation, noting uncertainty about the

extent of these effects. Committed to achieving maximum employment A IIFIIAINININIANAYIAII 299999
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and 2 percent inflation over the longer run, members opted to maintain T FTHNERI IS IdITIaFTIIEI I IS
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the federal funds rate target range at 5% to 5% percent. They pledged to
assess incoming information and its implications for monetary policy, = UpperBound === Lower Bound

considering the cumulative tightening of policy, lags in its effects, and

economic and financial developments. Additionally, they agreed to continue reducing the Federal Reserve's holdings of securities. Emphasizing a
strong commitment to returning inflation to the 2 percent objective, members committed to monitoring various indicators, including labor market
conditions and international developments, and expressed readiness to adjust monetary policy as needed to address emerging risks to the Com-

mittee's goals.

The Federal Reserve Bank of New York has been authorized and directed by the Committee to carry out transactions in the SOMA in line with the
following domestic policy directive, until otherwise directed:

e  Undertake open market operations as necessary to maintain the federal funds rate in a target range of 5% to 5% percent.

e  Conduct standing overnight repurchase agreement operations with a minimum bid rate of 5.5 percent and with an aggregate operation limit of
$500 billion.

e  Conduct standing overnight reverse repurchase agreement operations at an offering rate of 5.3 percent and with a per-counterparty limit of
$160 billion per day.

e  Roll over at auction the amount of principal payments from the Federal Reserve’s holdings of Treasury securities maturing in each calendar
month that exceeds a cap of $60 billion per month. Redeem Treasury coupon securities up to this monthly cap and Treasury bills to the extent

that coupon principal payments are less than the monthly cap.

e  Reinvest into agency mortgage-backed securities (MBS) the amount of principal payments from the Federal Reserve’s holdings of agency debt
and agency MBS received in each calendar month that exceeds a cap of $35 billion per month.

e  Allow modest deviations from stated amounts for reinvestments, if needed for operational reasons.

e  Engage in dollar roll and coupon swap transactions as necessary to facilitate settlement of the Federal Reserve’s agency MBS transactions.
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GLOBAL ECONOMIC REVIEW

The Global Economy

The global economy has been facing multiple
challenges, including the impact of the pandemic,
Russia's invasion of Ukraine, and a cost-of-living
crisis. Despite these disruptions and the turmoil in
energy and food markets due to the war, as well
as significant global efforts to combat high infla-
tion, the global economy has not come to a
standstill. However, the recovery has been slow
and uneven, and there are noticeable divergences
among countries. In essence, the global economy
is showing resilience but is far from running at full

speed.

Global economic activity hit its lowest point at the
end of the previous year, and there is gradual
progress in controlling both headline and underly-
ing (core) inflation. Nevertheless, a complete
return to pre-pandemic growth trends seems
increasingly unlikely, particularly for emerging
market and developing economies. The road to
recovery remains challenging, and the global
economy is still struggling to regain its pre-
pandemic momentum, suggesting that the jour-
ney ahead will continue to be a slow and uncer-

tain one.
Forecast Highlights

According to the IMF latest projections, global
economic growth is expected to slow down in the
coming years. After reaching 3.5 percent in 2022,
global growth is forecasted to decline to 3 per-
cent in the current year and further to 2.9 per-
cent in the following year, marking a 0.1 percent-
age point downgrade for 2024 compared to previ-
ous projections made in July. This trajectory indi-
cates that global economic performance will
remain well below the historical average, reflect-
ing ongoing challenges and uncertainties in the

global landscape.

In terms of inflation, headline inflation is on a
decelerating path, dropping from 9.2 percent in
2022 to 5.9 percent in the current year and fur-
ther to 4.8 percent in 2024, measured on a year-
over-year basis. Core inflation, which excludes

food and energy prices, is also expected to de-

cline, albeit at a more gradual pace compared to
headline inflation, reaching 4.5 percent in 2024.
These trends suggest a gradual easing of inflation-
ary pressures, aligning with a scenario referred to
as a "soft landing," where inflation is brought under
control without triggering a major downturn in

economic activity.

These projections indicate a relatively stable eco-
nomic environment, particularly in the United
States, where the increase in unemployment is
expected to be modest, with a forecasted rise from
3.6 to 3.9 percent by 2025. This suggests that poli-
cymakers are aiming for a balance between control-
ling inflation and sustaining economic growth,
aiming for a smooth transition that avoids sharp
disruptions in the economy. However, the overall
global economic outlook remains uncertain, with
many factors at play that could influence these

projections as events unfold in the coming years.
Policy Rates Movement

The U.S. Federal Reserve (Fed), has consecutively
maintained its policy rate at its meeting ended
November 1, 2023, with the target range standing
at 5.25%-5.50%. Although the decision was widely
anticipated, The fed expressed discontent with the
progress on the inflation front, suggesting that
further hikes are on the horizon. Similarly, The Bank
of England (BOE) also maintained its bank rate,
holding firm at 5.25% on November 2, 2023. This
followed 14 consecutive meetings from December
2021 to August 2023 where rates were increased.
Also, The European Central Bank holds interest
rates steady at 4% in October, following 10 consec-
utive hikes that began in July 2022. The ECB reiter-
ated its view that the current rate levels if held for a
sufficiently long duration can bring inflation to

target.

Australia, Switzerland, Canda, and Japan were
among other developed states that opted to hold
its policy rate steady in October. Similarly, many
developing economies have took a cautious ap-

proach to monetary policy in October.

Volume 2 November 21, 2023

U.S. Economic Outlook
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