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 United States: Price Pressures Improving Gradually Amid Resilient Economy

• The November release of the ISM services index kicked off the week with a surprisingly strong 
reading on the U.S. economy. Various price metrics released this week showed some continued 
signs of inflation cooling, but gradually rather than rapidly.

• Next week: CPI (Tue), Retail Sales (Thu), Industrial Production (Thu)

International: Global Central Banks Continue Along Their Rate Hike Paths

• The Bank of Canada raised its policy interest rate 50 bps at this week's meeting, but signaled that 
further rate hikes would be increasingly data-dependent. Meanwhile, the Reserve Bank of Australia 
raised its policy rate 25 bps without offering any clear indication of an end to rate hikes. We expect 
Australia's central bank to tighten policy further next year. The Reserve Bank of India also hiked 
interest rates and should raise rates further in 2023.

• Next week: China Retail Sales & Industrial Output (Thu), Bank of England (Thu), European Central 
Bank (Thu)

Interest Rate Watch: The Fed Set to Hike 50 bps This Festive Season

• We expect to see the fed funds rate rise 50 bps to a range of 4.25%-4.50% at the conclusion of the 
Federal Reserve's Open Market Committee (FOMC) meeting on December 14. This represents 
a significant hike over the current range of 3.75%-4.00% but is still a downshift from the four 
consecutive 75 bps hikes at the prior four FOMC meetings.

Credit Market Insights: Consumers Continue to Draw on Credit

• Consumer credit grew $27.1 billion in October, registering a 6.9% year-over-year gain. This 
continued rise in new debt is the newest installment in a troubling trend for consumers, as they 
appear increasingly willing to both borrow and draw down savings in order to fund consumption 
habits.

Topic of the Week: No Money, More Problems

• This week, we focus on the personal saving rate. There has only been one month over the past 
60 years in which consumers set aside less of their income than they did in October. That's both 
remarkable and worrying for the outlook.

Actual

2021 2022 2023 2024

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q

Real Gross Domestic Product 
1 -1.6 -0.6 2.9 1.5 0.6 0.0 -3.1 -2.9 5.9 2.0 0.2 0.0

Personal Consumption 1.3 2.0 1.7 3.5 1.1 0.5 -1.6 -2.4 8.3 2.8 1.0 -0.3

Consumer Price Index 
2 8.0 8.6 8.3 7.3 5.7 3.8 3.0 2.7 4.7 8.0 3.8 2.5

"Core" Consumer Price Index 
2 6.3 6.0 6.3 6.1 5.5 4.6 3.8 3.3 3.6 6.2 4.3 2.8

Quarter-End Interest Rates 
3

Federal Funds Target Rate 0.50 1.75 3.25 4.50 5.25 5.25 5.25 5.25 0.25 2.50 5.25 3.25

Conventional Mortgage Rate 4.27 5.58 6.01 6.60 6.75 6.50 6.05 5.65 3.03 5.61 6.24 5.09

10 Year Note 2.32 2.98 3.83 3.80 4.00 3.90 3.55 3.25 1.45 3.23 3.68 2.94

Forecast as of: December 08, 2022
1
 Compound Annual Growth Rate Quarter-over-Quarter

2
 Year-over-Year Percentage Change

3 
Annual Numbers Represent Average

Forecast

2023

Wells Fargo U.S. Economic Forecast

2022

ForecastActual

Source: U.S. Dept. of Commerce, U.S. Dept. of Labor, Federal Reserve Board and Wells Fargo Economics

Please see our full U.S. Economic Forecast and our updated Pressure Gauge.

All estimates/forecasts are as of 12/9/2022 unless otherwise stated. 12/9/2022 11:24:49 EST. This report is available on Bloomberg WFRE

https://wellsfargo.bluematrix.com/links2/link/html/86a1906c-b330-4293-9e0b-ac42a92f5034/88d2eafa-3a64-4cca-b013-4093132d9c99
https://wellsfargo.bluematrix.com/links2/link/html/5f84b152-0cbb-4747-88b1-6c727d7e0e85/85511bdb-99a7-4e1c-92c3-b157ae9113d1
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U.S. Review
Price Pressures Improving Gradually Amid Resilient Economy
The November release of the ISM services index kicked off the week with a surprisingly strong 
reading on the U.S. economy. The index rose 2.1 points to 56.5 despite consensus expectations for a 
roughly one-point decline. The outturn was higher than any of the 60 forecast estimates submitted 
to Bloomberg. The better-than-expected gain was due almost entirely to a 9.0-point increase in 
the business activity index. This component is now at its highest reading in almost a year, signaling 
economic growth in the service sector remained widespread through November. The new orders 
component fell slightly but remained in solid territory at 56.0.

While the slowdown in service sector activity has been more muted than manufacturing, so has the 
impact on prices. The ISM services prices paid component declined last month, but a reading of 70.0 
suggests price pressures still remain elevated. In contrast, the prices paid component in the ISM 
manufacturing index has fallen to 43.0, the lowest reading since May 2020. This is the largest gap on 
record for the two price indices and speaks to the different inflation dynamics for service-providers 
and manufacturers.

This week's producer price index (PPI) data for November was reflective of this divergence between 
goods and services inflation. The PPI for final demand increased by 0.3% in November. Beneath the 
headline, prices for final demand services rose 0.4%, while final demand goods prices inched up just 
0.1% in the month. Even as we see a reprieve in goods prices, the slow descent in the larger services 
sector speaks to the fact that it will take time for inflation to return to target and that the Fed still has 
work to do in its fight against inflation.
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Fortunately for the Fed's inflation fight, there was other data this week that suggested some modest 
improvement in reducing labor cost growth. Revisions to the unit labor cost and productivity figures 
for the third quarter showed unit labor costs rising at a 2.4% annualized rate in Q3, the slowest pace of 
growth since Q1-2021. Unit labor costs adjust hourly compensation for labor productivity. Put another 
way, unit labor costs measure how much it costs a business to produce one unit of output. All else 
equal, faster unit labor cost growth should be inflationary, and slower growth should be disinflationary. 
Although the Q3 reading was encouraging, this data can be very volatile on a quarter-to-quarter basis, 
and over the past year unit labor costs are up 5.3%, roughly triple the average pace in 2019.

Slower labor cost growth could be in the offing if the labor market cools in the year ahead, and this 
week's unemployment claims data suggest some looser labor market conditions on the margin. 
Continuing jobless claims increased to 1.67M through the week ending November 26. The above chart
shows how continuing claims have been on the rise since bottoming at the beginning of the summer. 
On an absolute basis, the level of claims is still quite low. For context, continuing claims averaged 
1.70M in 2019 in what was a tight labor market. But as we look to 2023, we expect this trend to 
continue as the labor market rolls over and employment begins to outright contract by the second half 
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of next year. This in turn should help reduce labor cost growth and, by extension, move inflation much 
closer to the Federal Reserve's 2% target.

(Return to Summary)

U.S. Outlook

Date Indicator Period Consensus Wells Fargo Prior

13-Dec CPI (MoM) Nov 0.3% 0.2% 0.4%

13-Dec CPI (YoY) Nov 7.3% 7.2% 7.7%

13-Dec Core CPI (MoM) Nov 0.3% 0.4% 0.3%

13-Dec Core CPI (YoY) Nov 6.1% 6.1% 6.3%

14-Dec FOMC Rate Decision (Upper Bound) 14-Dec 4.50% 4.50% 4.00%

15-Dec Retail Sales (MoM) Nov -0.1% 0.1% 1.3%

15-Dec Industrial Production (MoM) Nov 0.1% 0.1% -0.1%

Forecast as of December 09, 2022

Weekly Domestic Indicator Forecasts

Source: Bloomberg Finance L.P. and Wells Fargo Economics

CPI • Tuesday
We expect to see that inflation in November decelerated to a 0.2% 
month-over-month gain, translating to a 7.2% year-over-year pace. 
Food prices, at the grocery store and at restaurants, likely continued 
to rise at a strong monthly pace. However, a decline in energy prices 
and used car prices look to have dampened the overall gain in price 
level. Stripping out food and energy, we expect core CPI rose 0.4% 
in November, still too high, but at least decelerating on a three-
month annualized basis.

We will be watching the split between services and goods inflation 
closely. Strength in the services sector has offset disinflation for 
goods and kept the Fed cautious in its outlook for inflation. While 
we expect core goods inflation fell 0.2% last month, core services 
inflation likely rose 0.6%.

We expect the decelerating trend in inflation to signal that the Fed's 
rate hikes are working, but for the overall pace to illustrate that the 
job is not yet done. This is the last major indicator that the FOMC 
will receive before its meeting next week. For more information on 
the Fed, please see Interest Rate Watch.
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Retail Sales • Thursday
Total retail sales, and even when excluding autos, expanded 1.3% 
month-over-month in October, showing that consumers still have 
some spending endurance despite their historically low saving rate 
and still-elevated inflation. Our calculations, adjusting for inflation, 
put real retail sales at a 0.8% gain in October. Regardless of rising 
prices, consumers are continuing to spend more and more. While 
a positive note for demand across most sectors, this consumer 
resilience continues to give firms flexibility in price increases in 
passing costs on to consumers, heightening some upside risk to 
inflation.

The coming retail sales report for November is significant for a few 
reasons. First, while there is some evidence that holiday spending 
was pulled earlier into October, November is typically the start 
of holiday sales. Second, a large upside surprise in control group 
October sales lifted fourth quarter PCE estimates, as it is part 
of the BEA's calculation of GDP. Further consumer endurance in 
November would represent an upside risk to GDP. Finally, we'll 
be looking to see if any cracks are forming in the foundation of 
consumer endurance. Debt burdens are continuing to rise (see this 
week's Credit Market Insights), and while household balance sheets 
are still in better shape than they were pre-Great Recession, the low 
rate of personal savings (see this week's Topic of the Week) means 
consumers will eventually hit a wall in their aggregate spending 
habits. We do expect resilience to continue into the holiday season; 
however, we expect retail sales rose just 0.1% over the month in 
November.
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Industrial Production • Thursday
The October Industrial Production report came fraught with 
concerns, as overall industrial production ticked down, while 
manufacturing production rose just 0.1% and was varied across 
industries. Autos were noticeably strong, rising 2.0% over the 
month. Still ongoing normalization in supply chains and a return 
to pre-COVID levels of inventory appear to be behind strength in 
other areas. As noted in the October retail sales report, consumer 
goods spending was resilient, and continued demand was reflected 
in consumer durables production rising 2.0% over the month.

However, November may bring more concerns for industrial 
production. Many major retailers continue to point to an overstock 
of inventory, which indicates that the supply chain and inventory 
dynamic could further work against industrial production in the near 
future. This is further demonstrated in the contractionary reading 
for the new orders component of the ISM, which has been below 
the 50-threshold designating expansion from contraction for five of 
the past six months. Higher interest rates are undoubtedly weighing 
on capital expansion plans as the cost of borrowing continues to 
rise, while the order backlog is receding faster than we previously 
expected. Overall, we expect industrial production to rise just 0.1% 
during November.

(Return to Summary)
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International Review
Global Central Banks Continue Along Their Rate Hike Paths
In a closely watched announcement this week, the Bank of Canada (BoC) delivered hawkish monetary 
policy action but dovish monetary policy comments. The BoC raised its policy rate by 50 bps to 4.25%, 
a rate hike that was at the aggressive end of market expectations. The central bank stressed its 
determination to return inflation toward target, but also offered the clearest indication yet that it 
could be nearing the end of its rate hike cycle.

The BoC said Q3 GDP was stronger than expected, the economy continues to operate in excess 
demand and that it is resolute in bringing inflation back toward target. On the less hawkish side 
however, the central bank and specifically the Governing Council said it "will be considering whether 
the policy interest rate needs to rise further to bring supply and demand back into balance and return 
inflation to target. Governing Council continues to assess how tighter monetary policy is working to 
slow demand, how supply challenges are resolving, and how inflation and inflation expectations are 
responding." While this week's rate hike was larger than we had forecast, given the BoC's comments 
we are comfortable with a view that the central bank will deliver one more 25 bps rate hike at its late-
January meeting, which would see the policy rate peak at 4.50%.

The Reserve Bank of Australia (RBA) raised its Cash Rate by 25 bps to 3.10% as expected, although its 
accompanying comments were perhaps a bit more hawkish than expected. The RBA emphasized that 
October headline inflation of 6.9% year-over-year remains much too high and is expected to increase 
further in the months ahead. While the central bank said there has been a substantial cumulative 
increase in interest rates since May, its priority remains re-establishing low inflation and returning 
inflation to the 2%-3% target range over time. Even allowing for lags in monetary policy and the fact 
that rising interest rates are yet to be fully felt in mortgage payments, the RBA expects to increase 
interest rates further in the period ahead, with the size and timing of future rate increases to be data 
dependent. We see little in the RBA's comments to suggest that its next interest rate increase will be 
its last. Accordingly, we now expect a slightly longer and larger rate hike cycle. We forecast the RBA 
to raise its policy rate by 25 bps at each of the February and March monetary policy meetings, which 
would see the Cash Rate peak at 3.60% during the current cycle.

Australia's Q3 GDP report offered signs of a modestly decelerating economy. Q3 GDP growth slowed 
a bit more than expected to 0.6% quarter-over-quarter though, helped by base effects, growth 
firmed to 5.9% year-over-year. Within the details, household final consumption expenditure rose 1.1% 
quarter-over-quarter, while private fixed investment spending rose 0.8%. Altogether, final domestic 
demand rose 0.6% in Q3, the same increase as for overall GDP.
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The Reserve Bank of India (RBI) also raised interest rates at its policy announcement this week. RBI 
policymakers voted 5-1 to increase the Repurchase Rate 35 bps to 6.25%, a smaller increase than in 
September. At the same time, policymakers voted 4-2 to stay focused on the withdrawal of policy 
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accommodation, with RBI Governor Shaktikanta Das saying "the battle against inflation is not over." In 
terms of its economic projections, the RBI maintained its 6.7% CPI inflation forecast for the fiscal year 
that ends in March 2023, while slightly lowering its GDP growth projection for the same fiscal year to 
6.8% from 7.0% previously. Given still-elevated inflation and central bank signals, we expect further 
monetary tightening from the Reserve Bank of India in early 2023.

One central bank that sat out the tightening trend this week was Brazil's Central Bank (BCB), which 
held its Selic Rate steady at 13.75%. BCB policymakers pledged to keep interest rates high until 
inflation expectations moved closer to target and said it would monitor future developments in fiscal 
policy and its potential impacts on the dynamics of future inflation. Most recently, Brazil's CPI inflation 
has slowed sharply in recent months to 5.90% year-over-year in November, though mainly from 
administrative and tax changes that affected prices for fuel and telecommunications.

November inflation trends in Mexico were more mixed, as the headline CPI slowed to 7.80% year-over-
year, but the core CPI quickened to 8.51%, both a slight downside surprise compared to the consensus 
forecast. While there has been some discussion that Bank of Mexico policy changes could deviate from 
those of the Federal Reserve moving forward, the rise in core inflation in particular means we think the 
Bank of Mexico will continue to match the Fed's aggressive tightening approach for the time being. If 
the Fed raises its policy rate by 50 bps in December as we expect, so too would we expect the Bank of 
Mexico to raise its policy rate by 50 bps at its December monetary policy meeting.

(Return to Summary)

International Outlook

Date Indicator Period Consensus Wells Fargo Prior

15-Dec China Retail Sales (YoY) Nov -3.9% -- -0.5%

15-Dec China Industrial Output (YoY) Nov 3.7% -- 5.0%

15-Dec Bank of England Decision 15-Dec 3.50% 3.50% 3.00%

15-Dec European Central Bank Decision 15-Dec 2.00% 2.00% 1.50%

Forecast as of December 09, 2022

Weekly International Indicator Forecasts

Source: Bloomberg Finance L.P. and Wells Fargo Economics

China Retail Sales & Industrial Output • Thursday
China's activity data for November, due next week, are expected to 
confirm another stumble for the economy last month. A rebound 
in COVID cases over recent weeks and some restrictions still in 
place—even if those restrictions are being eased to some extent
—appeared to weigh on China's economy in November. Indications 
of softer growth are already reflected in China's PMI surveys, with 
the official manufacturing PMI falling to 48.0 and the official non-
manufacturing PMI falling to 46.7.

November's activity data should confirm that slowdown in activity, 
with the consensus forecast for retail sales to decline 3.9% year-
over-year, much more than the 0.5% drop seen in October. 
Meanwhile, growth in November industrial output is also forecast 
to slow, to 3.7% from 5.0% in October. Although there are some 
prospects for improvement as restrictions are gradually lifted, we 
expect China's economic recovery to remain subpar. We forecast 
Chinese GDP growth of 3.0% for all of 2022, and moderately 
stronger growth of 4.9% for 2023.
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Bank of England Policy Decision • Thursday
It is a big week for economic events in the United Kingdom next 
week; one that will be punctuated by the Bank of England's (BoE) 
monetary policy announcement on Thursday. Given rapid inflation, 
the BoE has raised rates steadily during 2022, including a 75 bps 
hike to 3.00% at its early-November meeting. That said, the BoE's 
most recent announcement had less hawkish overtones than 
previously, as some policymakers dissented in favor of a smaller rate 
increase, while the central bank also forecast a protracted economic 
recession and a peak in CPI inflation at around 11%. The subsequent 
fiscal tightening announced by the U.K. government could also act 
as an additional headwind to growth.

Against this backdrop, we expect the BoE to slow the pace of its 
rate increase next week and anticipate a 50 bps hike to 3.50%. 
Indeed, we see only one further 25 bps hike in early 2023, and a 
peak policy rate of 3.75% for the current cycle. Next's week's data 
could offer further indications as to why we see the Bank of England 
curtailing its rate hike cycle by early next year. October GDP is 
forecast to rise 0.4% month-over-month, although that would 
only partially recover the September decline. The November CPI 
is expected to increase by 10.9% year-over-year, slightly less than 
in October, while the December manufacturing and service sector 
PMIs are also scheduled for release and are forecast to remain in 
contraction territory.
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European Central Bank Policy Decision • Thursday
Next week's active week for central banks will also include the latest 
monetary policy announcement from the European Central Bank 
(ECB). The ECB has ramped up the pace of its monetary tightening 
as 2022 has progressed, including delivering a second-straight 
75 bps increase in its Deposit Rate to 1.50% at its late-October 
announcement. For December, however, we anticipate a step down 
in the pace of rate hikes, and forecast the ECB to raise its Deposit 
Rate by 50 bps to 2.00%.

While the Eurozone managed to eke out GDP growth of 0.3% 
quarter-over-quarter in Q3, the region's PMI surveys have remained 
firmly in contraction territory in recent months, and indeed we 
believe a recession in the Eurozone may have begun during the 
current quarter. Headline CPI inflation also slowed to 10% year-
over-year in November, which, combined with less hawkish ECB 
commentary on balance, sees us leaning toward a smaller 50 bps 
rate increase at the December meeting. The other topic that will 
likely be discussed at next week's meeting is the reduction in the 
size of the ECB's balance sheet, or quantitative tightening. Here, 
we expect ECB policymakers to make an "in principle" decision to 
proceed with quantitative tightening early next year; however, 
confirmation and implementation of that decision may not occur 
until March 2023. Specifically, from March next year we expect the 
ECB to allow for a passive reduction in holdings under the Asset 
Purchase Program by allowing bonds to roll off as they mature.

(Return to Summary)
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Interest Rate Watch
The Fed Set to Hike 50 bps This Festive Season
We expect to see the fed funds rate rise 50 bps to a range of 4.25%-4.50% at the conclusion of the 
Federal Reserve's Open Market Committee (FOMC) meeting on December 14. This represents 
a significant hike over the current range of 3.75%-4.00% but is still a downshift from the four 
consecutive 75 bps hikes at the prior four FOMC meetings. We will also receive the next iteration of 
the Summary of Economic Projections (SEP), a series of charts and tables that signal Fed members' 
expectations of GDP growth, unemployment, inflation and the fed funds rate into 2025.

Since the previous FOMC meeting concluded on November 2nd, 
there have been ample data points for the Fed to observe. The 
data thus far have been somewhat mixed. The three major price 
level indicators all cooled more than expected in October, while 
the labor market in October was still running much hotter than 
the Fed would like to see. While the November release of CPI next 
Tuesday may provide more clarity to the FOMC's outlook just 
prior to its meeting, it may very well suggest a hike higher than 
25 bps is appropriate, but also one that is lower than 75 bps. As 
we expect the headline CPI to rise only 0.2% month-over-month, 
cooling the year-over-year inflation rate further, we also expect to 
see a concerning increase in core services and food prices raise red 
flags for the sustainability of overall disinflation. After all, average 
hourly earnings rose 5.1% year-over-year in November, which is 
considerably above the 3.0%-3.5% rate that could be eyeballed as 
sustainable when assuming trend-like productivity and 2% inflation.
Services have the power to keep pushing inflation categories higher 
even as supply shocks lessen.

The FOMC's post-meeting statement and the SEP are likely to be 
positioned toward hawkishness even with the downshift in rate 
hikes. We look for the post-meeting statement to again note that 
"ongoing increases" in the fed funds target will be "appropriate," 
and we look for the so-called "dot plot" to shift higher. We now 
expect the end-of-2023 median fed funds rate estimate to reach 
5.00%-5.25%, an increase of 50 bps since September, and where 
we expect the fed funds rate to be at the end of next year (chart). 
Key hawkish members of the FOMC have recently discussed the 
possibility of raising the terminal fed funds rate to or above 5% 
to continue to bring inflation down. We also expect that most 
FOMC members will continue to forecast a "soft landing" with only 
modestly weaker GDP growth rather than outright recession.

For a deeper dive into our expectations ahead of next Wednesday, 
please see our December Fed Flashlight report.

(Return to Summary)
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Credit Market Insights
Consumers Continue to Draw on Credit
Consumer credit grew by $27.1 billion in October, registering a 6.9% year-over-year 
gain. This continued rise in new debt is the newest installment in a troubling trend for 
consumers, as they appear increasingly willing to both borrow and draw down on savings 
to fund consumption habits. This reading comes on the heels of October’s personal income 
and spending report that revised the benchmark saving rate down, deflating the pot of 
“excess savings” consumers still have stowed away to barely $1 trillion from an estimated 
$1.2 trillion the month prior.

Revolving credit, which is mostly composed of credit card debt, 
rose by $10.1 billion, or 10.4% year-over-year. The nominal measure 
continued to surge past its pre-pandemic peak of $1.1 trillion, 
now sitting at nearly $1.2 trillion (chart). The surge in credit card 
balances in October is yet another sign that the staying power of 
the consumer may be waning. Whatever solace it may be, the rise 
in credit is an encouraging sign of increased spending during the 
holiday season, a potential tailwind in the sails for this year’s holiday 
sales growth.

Similarly, nonrevolving credit, which is mostly made up of student 
and auto loans, rose by $17 billion, or 5.8% year-over-year. 
Nonrevolving credit has been somewhat driven by increased auto 
loans. Notably, the Fed’s efforts to corral inflation continues to eat 
into consumers’ pocketbooks, as the interest rate for new car loans 
have risen each of the past three quarters. Interest rates on new car 
loans now sit at 5.5% for 60-month loans and 5.6% for 72-month 
loans.

The November and December consumer credit releases will shed 
additional light on the resilience of consumer spending during the 
holiday sales season. However, the theme of the year for consumers 
continues to shift from one of resilience to one of unsustainability. 
Revolving credit is not cheap debt and drawing on it to fund current 
spending will place a larger burden on households’ balance sheets 
further down the line. We expect personal spending trends and the 
sting of inflation to continue to drive consumer credit in the near 
future, but we remain cautious that an impending recession next 
year may pose a formidable downside risk as the year winds down.

(Return to Summary)
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Topic of the Week
No Money, More Problems
There has only been one month in the past 60 years in which consumers set aside less of their income 
than they did in October. Read that again. To some of us who track these data closely, this may 
not feel like a new development with the personal saving rate, or the share of disposable income 
households save each month, pretty much declining on trend over the past two years (chart). But it's 
still remarkable and worrying. At 2.3% in October, the personal saving rate is breeching an all-time low.

The only month in which households have ever saved at a lower 
rate than today was in July 2005, when the saving rate dipped to 
2.1%. However, this low was only temporary, with the saving rate 
higher than today at 2.6% in both months bookending July. The 
temporary decline also looks as though it was in part driven by a 
data quirk resulting from employee pricing at General Motors and 
other automakers. A big surge in durables purchases as households 
participated in this deal resulted in a temporary pullback in savings.

This means households have never deliberately saved at a rate lower 
than they are today. Some households may still feel cash rich from 
pandemic savings, but others are likely spending more in an effort 
to just retain the same standard of living amid higher prices. Instead 
of pulling back on purchases as inflation erodes nominal wage gains, 
consumers are saving less today. This behavior is not sustainable 
over the long run but is in the near term.

We expect the personal saving rate to dip further, and we've 
previously acknowledged there is even a possibility of it falling 
negative in any given month. The larger drawdown in saving rates 
today comes at the expense of more funds in the future to invest 
and spend, and is thus not financially sound behavior for the health 
of the consumer or broader economy.
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The longer-run implications of today's saving dynamics are difficult to predict, but one outcome is 
potentially even higher rates of saving to eventually come. Notice from the nearby chart, the personal 
saving rate had declined on trend from the mid-1970s until the 2008 global financial crisis. Then after, 
during the last economic cycle, the personal saving rate averaged 7.2%, roughly one-and-a-half times 
as high as it was the cycle before. The hit to household wealth in 2008 resulted in some behavioral 
shifts coming out of that recession as households saved more. We may soon feel similar effects from 
today's spending boom.

(Return to Summary)
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Market Data • Mid-Day Friday

Friday 1 Week 1 Year Friday 1 Week 1 Year

12/9/2022 Ago Ago 12/9/2022 Ago Ago

SOFR 3.80 3.82 0.05 3-Month Euro LIBOR -0.58 -0.59 -0.57

3-Month LIBOR 4.72 4.78 0.20 3-Month Sterling LIBOR 3.73 3.68 0.09

3-Month T-Bill 4.25 4.25 0.05 3-Month Canada Banker's Acceptance 4.85 4.75 0.50

1-Year Treasury 4.64 4.62 0.27 3-Month Yen LIBOR -0.05 -0.05 -0.07

2-Year Treasury 4.30 4.27 0.69 2-Year German 2.15 2.11 -0.70

5-Year Treasury 3.74 3.65 1.27 2-Year U.K. 3.41 3.34 0.43

10-Year Treasury 3.55 3.49 1.50 2-Year Canadian 3.83 3.76 1.01

30-Year Treasury 3.52 3.55 1.88 2-Year Japanese -0.01 -0.02 -0.10

Bond Buyer Index 3.63 3.65 2.05 10-Year German 1.93 1.86 -0.35

10-Year U.K. 3.17 3.15 0.76

10-Year Canadian 2.85 2.78 1.51

Friday 1 Week 1 Year 10-Year Japanese 0.26 0.26 0.05

12/9/2022 Ago Ago

Euro ($/€) 1.054 1.054 1.129

British Pound ($/₤) 1.229 1.228 1.322 Friday 1 Week 1 Year

British Pound (₤/€) 0.857 0.857 0.854 12/9/2022 Ago Ago

Japanese Yen (¥/$) 136.600 134.310 113.490 WTI Crude ($/Barrel) 72.60 79.98 70.94

Canadian Dollar (C$/$) 1.364 1.347 1.271 Brent Crude ($/Barrel) 77.09 85.57 74.42

Swiss Franc (CHF/$) 0.933 0.937 0.924 Gold ($/Ounce) 1795.92 1797.63 1775.33

Australian Dollar (US$/A$) 0.679 0.679 0.715 Hot-Rolled Steel ($/S.Ton) 670.00 672.00 1610.00

Mexican Peso (MXN/$) 19.832 19.400 20.960 Copper (¢/Pound) 387.20 384.80 433.00

Chinese Yuan (CNY/$) 6.958 7.054 6.378 Soybeans ($/Bushel) 14.64 14.34 12.54

Indian Rupee (INR/$) 82.278 81.318 75.520 Natural Gas ($/MMBTU) 6.34 6.28 3.81

Brazilian Real (BRL/$) 5.220 5.219 5.580 Nickel ($/Metric Ton) 29,538     27,496     20,385     

U.S. Dollar Index 104.858 104.545 96.271 CRB Spot Inds. 573.25 571.46 640.97

U.S. Interest Rates Foreign Interest Rates

Foreign Exchange Rates

Commodity Prices

Source: Bloomberg Finance L.P. and Wells Fargo Economics
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