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Data Release: Small business optimism remains flat in October

e The NFIB’s small business optimism index remained unchanged in October at 96.1, after rising for three
consecutive months. Today's reading came in only very slightly below market expectations.

e The details of the report were mixed. The biggest gain was seen in the share of firms expecting higher
sales, which recovered half of September's decline. Additionally, the share of businesses that thought
'now is a good time to expand' and the share of firms planning to make capital expenditures within the
next 3 to 6 months rose one point apiece.

¢ However, the optimism was counterbalanced by a pullback in the share of firms planning to add
inventories and those reporting higher earnings this quarter, which fell 3 points apiece. Labor market
indicators were relatively strong compared to historical levels, but the share of firms planning to increase
employment fell one point. Meanwhile, the share of firms planning to raise worker compensation rose for
a second consecutive month to 17%.

Key Implications

o Small business optimism is still below the cyclical peaks reached earlier in the year, but the
improvements over the prior three months cannot be ignored. Also, today's significant recovery in the
share of firms expecting higher sales over the next six months is encouraging after it fell to the lowest
level in three years in September.

e The fiscal uncertainty which loomed over the U.S. economy over the past few months likely intensified
some of the concerns that small businesses had about the future. But the recent budget deal should
alleviate some of these concerns and help shore up business confidence in the months ahead.

¢ In the very near term, the main question on everyone’s mind will be: Will the Fed hike rates in
December? On the domestic front, a spectacular payrolls report last week swayed the probability in
favor of a December hike, an outcome likely cemented due to wages growing at the best pace in six
years (2.5% year-over-year, which alleviates some of the concerns with regards to inflation). Today’s
report builds on the same undertones, with indications that business will raise worker compensation.

Admir Kolaj, Economic Analyst
416-944-6318

W @TD_Economics

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 spokespersons 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.


http://twitter.com/TD_Economics

