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ON DECK FOR WEDNESDAY, NOVEMBER 25 

KEY POINTS: 

• Markets shake off mixed US macro reports  

• Pessimists will see higher initial claims, lower incomes… 

• ...while worrying about rising covid cases & waning US stimulus  

• Optimists will see lower continuing claims, higher durables…  

• ...higher new home sales and tighter inventories… 

• ...higher consumption and an expected dip in core inflation… 

• ...while looking ahead to vaccines 

• How much pent-up US consumer demand exists? 

• FOMC minutes will likely prove to be stale 
 

INTERNATIONAL 

It’s not terribly surprising to see stocks consolidating yesterday’s solid gains in 

the absence of any materially new information overnight and after mixed 

backward looking US macro data. FOMC minutes are pending but likely offer 

low risk as Americans head for virtual exits into US Thanksgiving. 

• Stocks are little changed on average.  

• Sovereign curves are slightly bull flattening. 

• Oil prices are up by over 1% again. 

• The USD is losing ground against all major currency crosses. 

UNITED STATES 

A massive US data dump registered a mixed bag of overall results. Pessimists 

could emphasize another up-tick in weekly initial jobless claims and weaker 
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Weighted Contributions to 
October US Durable Goods Orders

percentage 
points

Country Date Time Indicator Period BNS Consensus Latest

US 11/25 07:00 MBA Mortgage Applications (w/w) Nov 20 -- -- 3.9

US 11/26 08:30 Initial Jobless Claims (000s) Nov 21 730 730 778

US 11/26 08:30 Continuing Claims (000s) Nov 14 6100 6000 6071

US 11/25 08:30 Durable Goods Orders (m/m) Oct P 0.5 0.9 1.3

US 11/25 08:30 Durable Goods Orders ex. Trans. (m/m) Oct P 0.2 0.5 1.3

US 11/25 08:30 GDP (q/q a.r.) 3Q S 33.0 33.1 33.1

US 11/25 08:30 GDP Deflator (q/q a.r.) 3Q S -- 3.6 3.6

US 11/25 08:30 Wholesale Inventories (m/m) Oct P -- 0.4 0.9

US 11/25 10:00 New Home Sales (000s a.r.) Oct 975 975 999

US 11/25 10:00 PCE Deflator (m/m) Oct 0.0 0.0 0.0

US 11/25 10:00 PCE Deflator (y/y) Oct 1.3 1.2 1.2

US 11/25 10:00 PCE ex. Food & Energy (m/m) Oct 0.0 0.0 0.0

US 11/25 10:00 PCE ex. Food & Energy (y/y) Oct 1.4 1.4 1.4

US 11/25 10:00 Personal Spending (m/m) Oct 0.4 0.4 0.5

US 11/25 10:00 Personal Income (m/m) Oct -0.1 -0.1 -0.7

US 11/25 10:00 U. of Michigan Consumer Sentiment Nov F -- 77.0 76.9

US 11/25 14:00 FOMC Meeting Minutes Nov 5 55
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personal incomes during October. 

Optimists could emphasize another rise in 

big-ticket durable goods orders including 

core orders, another gain in total 

consumer spending and a solid beat in 

new home sales amidst very lean 

inventories. Core inflation ebbed broadly 

in line with expectations and the second 

swing at Q3 GDP was left unchanged at 

33% annualized growth over the prior 

quarter. 

US weekly initial claims moved up for 

the second consecutive week to 778k 

(748k prior) as continuing claims 

continued to move lower (6.071 million 

from 6.37 million prior). The trend in 

initial claims may well keep rising in the 

weeks and months ahead as the effects of 

tightened restrictions on layoffs mount. 

Nearer term data is likely to deteriorate as 

markets keep most of their attention 

focused on conditions further out, 

including vaccines. 

US durable goods orders surprised 

higher. Total orders climbed by 1.3% m/m 

(consensus 0.8%, Scotia 0.5%). Core 

orders excluding aircraft and defence 

climbed by another 0.7% m/m for the sixth 

consecutive gain and have entered multi-

decade highs (chart 1). Chart 2 shows the 

weighted contributions to growth in durable goods orders by category. 

So why are businesses investing during a pandemic that has sharply raised spare capacity? Well, you could reason that the 

problem with that thesis is simply this: they’re not really. Six months of growth in core orders could just be the reversal of the 

magnitude of decline in the order book during the first pandemic wave. Current orders are high, but this could be just a transitory 

burst of pent-up demand that leaves the gains over the past six months and the magnitude of the drop before that as a wash on net. 

Another plausible explanation is that much of the gain in total orders just reflects the bounce back in underlying consumer items 

like orders for vehicles and parts (although they fell this latest month) as well as primary and fabricated metals.  

As for broader evidence of business investment patterns that squares the circle, the GDP accounts are more relevant. Equipment 

spending climbed by 67% q/q at an annualized rate in Q3 after falling by 36% in Q2 and by 15% in Q1. Equipment spending fell for 

five straight quarters starting with the aftermath of Trump’s trade wars and then through the pandemic before the latest recovery 

signs. Chart 3 shows that the burst of pent-up demand in Q3 that may have been significantly driven by realignment of 

technology needs will have to be followed by continued strength in order to offset the prior pattern of weakness. 

US new home sales exceeded expectations and are at their highest levels since late 2006. October only dipped in 

percentage terms (-0.3% m/m) because the prior month was revised to be materially higher (+0.1% versus -3.5% previously). At 

one million sales at an annualized rate, we’re dealing with more than just the release of pent-up demand from the drop over the 

January–April period. Further, very tight inventories are bound to continue to feed appetite for new housing supply (chart 4). 
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The surprise in the US income, spending and inflation figures that were updated for October this morning was that incomes fell 

by more than expected last month. Total income fell by 0.7% m/m and the prior month was revised lower to 0.7% (from +0.9%). 

The income drop was fed by lower unemployment insurance transfers as government benefits overall fell by 6.2% m/m with a 14% 

drop in unemployment benefit payments the main culprit while wages and salaries were up by 0.7%. Chart 5 provides the income 

break down. The breakdown of the support programs shows the hit came through the FEMA authorization to make payments from 

the Disaster Relief Fund to supplement wages lost at a result of covid-19 which is outside of the regular jobless benefit programs. 

Data like claims and incomes are probably going to be under negative pressure for some time as rising covid-19 layoffs and 

expiring stimulus at year-end take hold, but forward looking markets likely anticipated this for some time and are looking toward 

vaccines on the other side of what is expected to be a transitory dip. 

Consumer spending was in line with expectations (+0.5% m/m, 0.4% consensus) and in line with prior signals from retail sales. 

Core PCE inflation slipped to 1.4% from an upwardly revised prior reading of 1.6% (from 1.5%) which is generally consistent with 

the prior core CPI signal. After an initial bounce, core PCE inflation has moderated of late (chart 6). 

How much pent-up US consumer demand is there? One way of tackling this is admittedly crude but helps to put some 

parameters to the debate. The personal saving rate fell by a full percentage point to 13.6% in October because the spending 

increase occurred as total personal income fell due to lower government transfers (chart 7). Before the pandemic struck, the 

saving rate was just over 8%. If the saving rate were to revert back to pre-pandemic levels, then off of present disposable income 

that could mean US$830B of additional consumption. That would take consumption up by about 6% from here at a non-annualized 

level adjustment. 

There are bi-directional risks to this view. Maybe the saving rate will remain high on pre-cautionary savings. Maybe it will fall to 

below pre-pandemic levels because of vaccines combined with massive monetary and fiscal stimulus. I would expect the saving 

rate to dip into early 2021 as lower transfers result in a negative income shock, but this should be transitory as the rest of the year 

unfolds. Maybe disposable income will rise on a trend basis through 2021 to reinforce spending potential as consumers adopt 

more of a forward-looking permanent income approach to consumption plans. 

The key question is whether such pent-up demand will be unleashed as the pandemic continues to expand in the nearer term. Full 

lockdowns would negate this view, but punt activity to the next post-lockdown period. Short of full lockdowns, the majority are 

keeping their jobs and the overwhelming majority (95%+) have not been directly struck by the pandemic.  

Minutes to the FOMC meeting on November 4th–5th arrive at 2pmET. They will probably offer a stale assessment of what was 

an uneventful meeting and accompanying statement and press conference. The meeting pre-dated vaccine developments, the 

Treasury-Fed spat in which Treasury Secretary Mnuchin basically fleeced the Fed in the transition to a new administration and 

much of the rise of covid-19 cases.   
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Fixed Income

Last 1-day 1-wk Last 1-day 1-wk Last 1-day 1-wk Last 1-day 1-wk

U.S. 0.16 0.16 0.17 0.40 0.39 0.38 0.88 0.86 0.86 1.61 1.55 1.61 Canada - BoC 0.25

CANADA 0.27 0.27 0.26 0.45 0.44 0.43 0.72 0.69 0.69 1.23 1.20 1.24

GERMANY -0.74 -0.75 -0.72 -0.75 -0.76 -0.74 -0.56 -0.58 -0.56 -0.15 -0.17 -0.16 US - Fed 0.25

JAPAN -0.13 -0.14 -0.14 -0.11 -0.12 -0.11 0.03 0.01 0.03 0.65 0.63 0.65

U.K. -0.02 -0.03 -0.03 0.02 0.01 0.01 0.33 0.32 0.32 0.90 0.90 0.91 England - BoE 0.10

CANADA 11 11 9 6 6 5 -16 -17 -17 -38 -36 -37 Euro zone - ECB 0.00

GERMANY -90 -92 -89 -114 -115 -112 -144 -144 -142 -175 -172 -176

JAPAN -29 -30 -31 -51 -50 -49 -85 -84 -83 -96 -92 -96 Japan - BoJ -0.10

U.K. -18 -19 -20 -37 -38 -37 -55 -54 -53 -70 -65 -70

Equities Mexico - Banxico 4.25

1 Day 1-mo

S&P/TSX 1.1 6.0 Australia - RBA 0.10

Dow 30 1.5 6.0

S&P 500 1.6 4.9 New Zealand - RBNZ 0.25

Nasdaq 1.3 4.2

DAX 1.3 5.1

FTSE 1.6 9.8

Nikkei 2.5 11.3 Canada - BoC Dec 09, 2020

Hang Seng 0.4 6.7

CAC 1.2 13.2 US - Fed Dec 16, 2020

Commodities

WTI Crude 4.1 12.4 England - BoE Dec 17, 2020

Natural Gas 1.8 -7.1

Gold 0.0 -5.0 Euro zone - ECB Dec 10, 2020

Silver -1.1 -3.5

CRB Index 1.6 6.0 Japan - BoJ Dec 18, 2020

Currencies

USDCAD 0.0 -1.6 Mexico - Banxico Dec 17, 2020

EURUSD 0.0 0.7

USDJPY 0.0 -0.4 Australia - RBA Nov 30, 2020

AUDUSD -0.0 3.3

GBPUSD 0.0 2.6 New Zealand - RBNZ Feb 23, 2021

USDCHF 0.0 0.4

Current Rate

Central Banks

Next Meeting Date
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