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Weekly Highlights

Bond yields rise as US election draw near.

US New Home Sales
(Oct., saar)

738K

Up 6.3% yly.

US Existing Home Sales
(Oct, m/m)

-1.0%

Extremely weak.

US 30-year fixed
mortgage rate

6.54%

Up nearly 50 bp in past month.

Canada: BoC Policy
Rate

3.75%

Rates are still restrictive.

UK Manufacturing PMI
(Oct, preliminary)

50.3

Expansion slows down sharply.

UK GFK Consumer
Confidence

-21

Remaining low.

Tokyo CPI (yly, %)

1.8%

Drive down by base-effects.

BoJ Core CPI (yly, %)

1.8%

Up from 1.6% and above
consensus.

Japan Manuf. PMI

49.0

Weakest since March.

US: Rates Vol Stalls
Housing Revival

Since mid-September, 10-year yields have risen from 3.6% to over 4.2%. The
intensifying war in the Middle East, resilient incoming domestic data, and market
repricing of potentially more inflationary policies under a second term for President
Trump, are all likely contributors to this move. As expected, the 30-year fixed
mortgage rate has followed this shift higher: having dipped o 6.08% in mid-
September, bit bounced back to 6.54% by the third week of October. The increase in
mortgage rates has had an immediate effect on mortgage demand, especially on
refinancing activity. Refinancing accounted for about 55% of all mortgage
applications in the third week of September but that share has declined nearly ten
percentage points since (Figure 1, page 2). The scope for refinancing activity this
cycle was always going to be limited given the majority of homeowners have secured
mortgages below 5.0%; any move higher in rates further dims this potential.

Read our recent blog An_Unusual Mortgage Refinancing Cycle Ahead for a fuller
discussion of the mortgage/housing sector dynamics in the US.

Information Classification: General



https://www.ssga.com/en/institutional/insights/an-unusual-mortgage-refinancing-cycle-ahead

STATE STREET Avistes ;

Figure 1: US Mortgage Refinancing Relapsing Anew
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Sources: Macrobond, SSGA Economics, MBA
Updated as of 10/27/2024

Existing home sales remain exceedingly depressed, in fact making a new post-
GFC low in September. At 3.84 million annualized, existing home sales continue to
undershoot even the Covid-era lows. Year-over-year comparisons do not appear too
negative, but that is only because sales already underwent a violent correction lower
in 2022 as the Fed began raising interest rates so the basis for comparison is already
depressed. Meanwhile, supply is steadily improving as some sellers no longer can
delay a move. The number of existing homes available for sales is 24.5% higher than
a year ago and stands at 4.3 months’ worth of sales. Apart from a single month in the
early days of the pandemic, this is the highest inventory level since June 2019.
Unsurprisingly, this has helped tame price increases. The median price of an existing
single family home rose a moderate 2.9% vyly.

New home sales picked up 4.1% m/m in September, but it remains to be seen
whether the improvement lasts given the rates volatility. Sales were 6.3% higher than
a year ago while the median price was unchanged. Homebuilders have curtailed
construction this year to better manage inventory, with reasonable success. Current
inventory sits at 7.6 months’ worth of sales, the low end of the one-year range, well
below 2022 highs of around 10% but above 2018-19 levels. Notably, the number of
completed homes available for sale is now the highest since September 2009.

Canada: Further Rate
Cuts to Stimulate
Growth
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With headline inflation below 2% y/y and core measures, albeit above target,
continuing to move lower, the Bank of Canada (BoC) has shifted its focus to growth.
As widely expected, the BoC quickened the pace of easing with a 50bps policy rate
cut to 3.75% at the October meeting.



STATE STREE

GLOBAL
ADVISORS 4

Figure 2: Bank of Canada Accelerates The Pace Of Easing
Percent
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Sources: Macrobond, SSGA Economics, BoC, StatCan
Updated as of 10/27/2024

The BoC now projects 1.2% and 2.1% GDP growth for 2024 and 2025, respectively,
which are still above our forecasts. We think that ongoing mortgage resets and a
sharp decline in population growth might lead to weaker household consumption and
GDP growth. The BoC expects inflation to remain close to target over the projection
horizon as excess supply will offset upward pressure from shelter and other services.

Governor Macklem stated in his post-meeting conference that further rate cuts are
likely if the economy evolves in line with the BoC's updated forecast. However, the
bank will still be highly data-dependent in making decisions about the timing and
pace of future rate cuts.

In our view, weaker H2 growth will lead to another 50bp rate cut in December; even
with that, the rate is still restrictive for the state of the economy. We expect four
consecutive 25-bps cuts to bring the policy rate to 2.25% by June 2025.

Political Uncertainty in
Japan
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Data at the time of writing suggested that the ruling Liberal Democratic Party (LDP)
would fail to secure a majority in the October 27 election, meaning that political
uncertainty is looming large in Japan, a new and critical factor for markets. There are
now downside risks to the yen and equities. The Nikkei was tracking the LDP and the
opposition leading in 125 seats each, both short of the required majority (233). The
LDP governed Japan in 65 of the last 69 years and the likelihood of a minority
government means potential policy uncertainty. Nonetheless, we expect the policy
normalization path in Japan to continue and look for a potential positive externality:
an upside surprise in this year’s shunto wage negotiations. This is because we
believe that low real wage growth was perhaps a bigger reason why the LDP lost its
majority and not last year’s corruption scandals.


https://asia.nikkei.com/Politics/Japan-election/Japan-election-Ruling-coalition-projected-at-risk-of-losing-majority?utm_campaign=GL_one_time&utm_medium=email&utm_source=NA_newsletter&utm_content=article_link&del_type=3&pub_date=20241027200000&seq_num=3&si=969aa9e4-d773-4443-9328-5e7b19f25904
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Figure 3: Employee Compensation Weighed By Inflation In Japan
JPY, trillion
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Sources: SSGA Economics, CAO, Macrobond
Updated as of 10/27/2024

Separately, Tokyo CPI inflation eased to 1.8% y/y in October primarily due to base-
effects in energy. However, the BoJ core (excluding fresh-food & energy) rose two-
tenths to 1.8% and was above the consensus of 1.6%. Sequential growth
accelerated too, to 0.5% m/m from 0.2%. This primarily implies that underlying price-
pressures are intact, despite unfavorable base-effects. The BoJ is likely to keep
policy unchanged this week. But, despite the political uncertainty, we expect them to
retain their confident guidance on growth, inflation and their policy normalization.
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Week in Review A summary of the key global data releases from the past week.
Country | Release (Date, format) Consensus | Actual | Last Comments

Monday, Oct 21

us | Leading Index (Sep) | -0.3% | -0.5% | -0.3% (|) | Has been weak for a very long time.
Tuesday, Oct 22

CA | Industrial Product Price (Sep, m/m) | -0.5% | -0.6% | -0.8% | Slightly better than expected.
Wednesday, Oct 23

us Existing Home Sales (Sep, m/m) n/a -1.0% | -2.0% (1) | Extremely weak.

CA BoC Rate Decision 3.75% 3.75% 4.25% In line with expectations

JN Jibun Bank PMI Mfg (Oct, prelim) n/a 49.0 49.7 Not good, needs to improve.
Thursday, Oct 24

us Initial Jobless Claims (19-Oct, thous) 242 227 242 (1) | Low.

us Continuing Claims (12-Oct, thous) 1,875 1,897 1,869 (1) | Low but in gentle uptrend.

us New Home Sales (Sep, thous) 720 738 709 () | Volatile.

us Kansas City Fed Manf. Activity (Oct) -7 -4 -8 Within recent range.

UK Manufacturing PMI (Oct, prelim) 51.5 50.3 51.5 Losing momentum.

UK Services PMI (Oct, prelim) 52.4 51.8 52.4 Losing momentum.

EC Manufacturing PMI (Oct, prelim) 45.1 45.9 45.0 Still very weak.

EC Services PMI (Oct, prelim) 51.5 51.2 51.4 Modest.

GE Manufacturing PMI (Oct, prelim) 40.8 42.6 40.6 Welcome improvement but not nearly enough.
GE Services PMI (Oct, prelim) 50.6 514 50.6 Welcome improvement, we need more.
FR Manufacturing PMI (Oct, prelim) 45 44.5 44.6 Weak.

Friday, Oct 25

us Durable Goods Orders (Sep, prelim) -1.0% -0.8 -0.8% (|) | Soft.

us U. of Mich. Sentiment (Oct, final) 69.2 70.5 70.1 Inflation expectations eased.
CA Retail Sales (Aug, m/m) 0.5% 0.4% 0.9% OK.

UK GfK Consumer Confidence (Oct) -21 -21 -20 In line with our expectation.
GE IFO Business Climate (Oct) 85.6 86.5 85.4 Stabilizing?

FR Consumer Confidence (Oct) 95 94 95 Modest.

IT Consumer Confidence Index (Oct) 98.5 97.4 98.3 Modest.

JIN PPI Services (Sep, yly) 2.7% 2.6% 2.8% (1) | Price pressures in the pipeline.

Source: for data, Bloomberg®; for commentary, SSGA Economics.
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institutions, and financial advisors. With a rigorous, risk-aware approach built on
research, analysis, and market-tested experience, we build from a breadth of index
and active strategies to create cost-effective solutions. As pioneers in index and ETF
investing, we are always inventing new ways to invest. As a result, we have become
the world’s fourth-largest asset manager* with US $4.42 trilliont under our care.
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* Pensions & Investments Research Center, as of December 31, 2023.

T This figure is presented as of June 30, 2024 and includes ETF AUM of $1,393.92
billion USD of which approximately $69.35 billion USD is in gold assets with respect
to SPDR products for which State Street Global Advisors Funds Distributors, LLC
(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Global
Advisors are affiliated. Please note all AUM is unaudited.
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