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Chart 1 

Chart 2 

KEY POINTS: 

 Nonfinancials soften as curves steepen 

 US Nonfarm payrolls: ADP versus other signals 

 CDN jobs: another large decline in likely… 

 …and the major potential swing factor to watch out for 

 US administration teases with fiscal stimulus trail balloon 

 CMHC tightens housing finance 

 German factory orders will be a stale reading 

 Markets shake off BoC speech 
 

TODAY’S NORTH AMERICAN MARKETS 

Maybe it was recovery bets that drove bond yields and with that discount rates 

higher. Maybe it was apprehension ahead of nonfarm payrolls. Or maybe what 

didn’t help was updated guidance that the US administration is considering 

under US$1 trillion in additional fiscal stimulus which may be light and not until 

after the July break in Congress. Or maybe there just is no explanation other 

than daily gyrations. Whatever the reason, sovereign curves steepened, the 

USD depreciated, stocks were a little softer and oil was little changed. 

 The small dip of a little over ¼% in the S&P500 masked a 2% gain in 

financials that was led by banks partly because steeper curves are a 

positive for lenders. 

 Sovereign curves steepened with 2s10s widening by about 7bps in the US 

and 5bps in Canada led by longer end selling. The US 30 year jumped 9bps 

higher and Canada’s 30 year was up 6bps. 

 WTI and Brent were little changed. Gold was up by over $15 to US$1715 as 

the connection with real rates has dropped of late (chart 1). 

 The USD fell somewhat as the euro and related crosses joined the A$/NZ$ 

appreciated against the greenback. CAD was little changed as LatAm 

currencies led decliners including the real, Peruvian Sol and Mexican peso. 

One driver is that LatAm COVID-19 curves are bucking the global trend and 

so far not flattening as in other jurisdictions.  

The Canada Mortgage and Housing Corporation tightened mortgage 

conditions (here). The housing agency has a bleak outlook on housing and 

tightened conditions will fan a debate over whether they will protect potential 

buyers or if procyclical tightening will add to downside risk for all who are 

attached to the housing market. Starting on Canada Day no less, the ceilings for 

gross and total debt servicing ratios will be limited at 35% and 42% while the 

minimum credit score will be raised to 680 from 600 and borrowing for 

downpayments will no longer count as equity for mortgage insurance purposes. 

The CMHC will also suspend refinancing for multi-unit mortgage insurance. 

BoC Deputy Governor Toni Gravelle’s speech (here) and press conference 

offered nothing materially new in terms of either how the BoC views the 

economy or balance sheet management. 
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OVERNIGHT MARKETS 

German factory orders in April (2amET) will show the maximum effect of global 

shutdowns with consensus pegged at -20% m/m, but the release should be faded in 

the context of fresher readings like slightly improving PMIs and forward-looking 

reopening expectations. 

TOMORROW’S NORTH AMERICAN MARKETS 

Jobs reports will be released on both sides of the US and Canadian borders 

tomorrow morning (8:30amET). 

On the US side, consensus expects a 7.5 million drop in nonfarm payrolls (Scotia -10 

million) with wage growth up to 8.5% y/y. The minority who revised nonfarm 

expectations post-ADP's beat expect -5 million. ADP conflicts with claims and the 

employment readings within the ISM gauges (charts 2, 3). Wage growth is gaining 

because of regressive job destruction. 

On the Canadian side, consensus expects a drop of -500k (Scotia -1 million). The 

Canada Emergency Response Benefit claims totalled over 1.5 million between LFS 

reference periods. I shaved that because expanded eligibility means that not all of the 

claimants will be newly unemployed. A significant consideration is how many of the 

two million who were employed but absent from work and unpaid in April may show 

up as unemployed in May. Recall that this category was a major reason why April’s 

headline job loss was perhaps artificially better than expected (here). Wage growth 

may rise further above 10% y/y but for the same reason as stateside (chart 4). 

 

 

 

 

Chart 3 

Chart 4 
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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. 0.19 0.19 0.17 0.41 0.37 0.34 0.82 0.75 0.69 1.63 1.53 1.45 Canada - BoC 0.25

CANADA 0.33 0.31 0.30 0.48 0.45 0.42 0.68 0.62 0.56 1.27 1.20 1.14

GERMANY -0.61 -0.63 -0.63 -0.56 -0.58 -0.61 -0.32 -0.35 -0.42 0.20 0.12 0.03 US - Fed 0.25

JAPAN -0.14 -0.14 -0.15 -0.10 -0.12 -0.12 0.04 0.02 0.00 0.56 0.53 0.50

U.K. 0.01 -0.01 -0.02 0.07 0.05 0.01 0.31 0.27 0.21 0.74 0.71 0.62 England - BoE 0.10

CANADA 14 12 13 7 8 8 -14 -13 -13 -37 -33 -31 Euro zone - ECB 0.00

GERMANY -80 -82 -81 -97 -94 -95 -114 -110 -111 -144 -141 -142

JAPAN -34 -33 -32 -51 -48 -46 -79 -73 -69 -108 -100 -96 Japan - BoJ -0.10

U.K. -19 -20 -20 -34 -32 -33 -52 -47 -48 -90 -82 -83

Equities Mexico - Banxico 5.50

1 Day 1-mo

S&P/TSX -0.3 5.3 Australia - RBA 0.25

Dow 30 0.0 10.7

S&P 500 -0.3 9.5 New Zealand - RBNZ 0.25

Nasdaq -0.7 10.4

DAX -0.5 18.8

FTSE -0.6 10.2

Nikkei 0.4 15.7 Canada - BoC Jul 15, 2020

Hang Seng 0.2 2.1

CAC -0.2 14.5 US - Fed Jun 10, 2020

Commodities

WTI Crude 0.1 83.1 England - BoE Jun 18, 2020

Natural Gas 0.0 -8.6

Gold -0.0 0.5 Euro zone - ECB Jun 04, 2020

Silver -2.2 20.3

CRB Index 0.5 14.5 Japan - BoJ Jun 16, 2020

Currencies

USDCAD -0.0 -3.9 Mexico - Banxico Jun 25, 2020

EURUSD -0.0 4.6

USDJPY 0.0 2.4 Australia - RBA Jul 07, 2020

AUDUSD 0.0 7.9

GBPUSD 0.1 1.4 New Zealand - RBNZ Jun 23, 2020

USDCHF 0.0 -1.8

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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