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GLOBAL ECONOMICS  

DAILY POINTS 

May 8, 2025 @ 7:10 EST 
KEY POINTS: 

• Risk-on sentiment driven by excess exuberance toward possible US-UK trade 

deal… 

• ...that someone forgot to whisper to UK markets 

• Why a possible US-UK deal shouldn’t be viewed as broader trade progress 

• China repeats demand for US to drop all tariffs before negotiating 

• BoE cuts 25bps, markets didn’t like guidance and split vote 

• Three central banks held as expected 

• BCRP is also expected to hold 

• Q1 US productivity likely sank, while unit labour costs soared 

• BoC’s Financial Stability Report due today 

Markets are in risk-on mode this morning. Stocks are broadly higher and led by US futures 

that are up by about 1%+, plus Germany and France gaining by similar magnitudes. 

Curiously, the FTSE100 is a laggard with a gain of just over +¼% despite being the source 

of the optimism. Sovereign yields are up by about 5bps across much of the curve in the US 

and a little less across EGBs, but again, gilts were outperforming the rest before yields 

spiked after the BoE. The dollar is slightly firmer but sterling’s initial rally overnight as 

trade headlines hit was then unwound before gaining some ground again post-BoE. 

UK-US TRADE ‘DEAL’ SHOULDN’T BE VIEWED AS INDICATIVE OF BROADER PROGRESS 

Trump announced that a press conference will be held at 10amET that is widely believed 

to be some sort of announcement on a trade deal with the UK. If the possible striking of a 

trade deal between the US and UK is so wonderful, then someone forgot to tell UK 

markets. One might think that a wonderful deal with the US would buoy outperformance 

by UK equities. Either that, or it’s really not such a wonderful development. Some believe 

it’s not a surprise deal struck in clandestine fashion despite Trump’s billing and it’s just the 

start of deeper trade negotiations.  

In any event, in my view, a deal between the US 

and UK shouldn’t be treated by markets as 

indicative of a turning of the tide on US 

protectionism in favour of material deals. For one 

thing, a deal with the UK is a bit of an exception in 

that the UK has been seeking a deal with the US 

since Brexit and has failed to get one ever since.  

Further, the US runs a trade surplus with the UK 

using 2024 data (chart 1) and hence it hasn’t been in 

the same crosshairs of the Trump administration as 

other countries. Also note that the UK is a relatively 

tiny player in the US imports market (chart 2) but 

the US matters more to the UK (chart 3).  
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Chart 1 

Chart 2 Chart 3 

Country Date Time Indicator Period BNS Consensus Latest

US 05-08 08:30 Initial Jobless Claims (000s) May 03 225 230.0 241.0

US 05-08 08:30 Continuing Claims (000s) Apr 26 1850 1895.0 1916.0

US 05-08 08:30 Productivity (q/q a.r.) 1Q P -0.5 -0.8 1.5

US 05-08 08:30 Unit Labor Costs (q/q a.r.) 1Q P 4.1 5.1 2.2

US 05-08 11:00 NY Fed 1-Yr Inflation Expectations (%) Apr -- -- 3.6
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Those points mean that a possible US-UK deal shouldn’t be treated as indicative of trade deals with others in the current context. As one 

example, we have China repeating this morning that it won’t negotiate unless the US first drops all tariffs. 

Furthermore, tentative reporting across several services suggests this will be a limited trade deal, not a fully comprehensive one despite 

what Trump says. We need to see details. 

THE BOE STILL CUT AS EXPECTED 

Any possible deal did not affect the BoE’s decision one bit this morning. The oscillating cut-hold-cut path was retained by a 25bps cut 

(statement here). Governor Bailey repeated the ‘gradual and careful’ guidance that indicates a hold may be likely at the next meeting. It was 

a split decision, however, with 5 voting for –25bps, 2 for –50bps, and 20 for a hold. Markets didn’t like the hold, guidance and split so gilts 

sold off sharply in the wake of the announcements. 

OTHER OVERNIGHT DEVELOPMENTS 

German macro releases were constructive, but stale amid forward-looking concerns. Industrial output was up 3% m/m (1.0% consensus). 

Exports were up 1.1% (1.0% consensus) and revised slightly higher (1.9% instead of 1.8%). 

Three other central bank met expectations for holds including Bank Negara (3%), Sweden’s Riksbank (2.25%) and Norges Bank (4.5%). BCRP 

decides tonight and most expect a hold (4.75%). 

US MACRO RELEASES ON TAP 

US labour productivity probably slipped while productivity-adjusted labour costs surged in Q1 (8:30amET). Weekly initial jobless claims are 

also due out at the same time. 

BOC’S FINANCIAL STABILITY REPORT 

The BoC will release its annual Financial Stability Report at 10amET followed by a press conference at 11amET. This is unlikely to be market 

moving and the Governor’s practice is to separate its release from discussions on monetary policy considerations. 

Fixed Income

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

U.S. 3.82 3.78 3.70 3.91 3.86 3.80 4.31 4.27 4.22 4.81 4.77 4.72 Canada - BoC 2.75

CANADA 2.55 2.50 2.50 2.75 2.71 2.70 3.15 3.10 3.10 3.47 3.42 3.45

GERMANY 1.74 1.71 1.69 2.05 2.01 1.99 2.51 2.48 2.44 2.96 2.92 2.88 US - Fed 4.50

JAPAN 0.63 0.62 0.63 0.87 0.85 0.83 1.34 1.31 1.26 2.90 2.90 2.70

U.K. 3.86 3.80 3.82 3.99 3.93 3.94 4.50 4.46 4.48 5.28 5.25 5.26 England - BoE 4.25

CANADA -128 -127 -120 -116 -116 -111 -117 -117 -112 -134 -135 -128 Euro zone - ECB 2.40

GERMANY -208 -207 -201 -187 -185 -182 -181 -180 -178 -185 -185 -184

JAPAN -319 -316 -307 -304 -301 -297 -298 -296 -296 -191 -187 -202 Japan - BoJ 0.50

U.K. 4 2 12 8 7 14 19 19 26 47 48 54

Equities Mexico - Banxico 9.00

1 Day 1-mo

S&P/TSX 0.7 11.8 Australia - RBA 4.10

Dow 30 0.7 9.2

S&P 500 0.4 13.0 New Zealand - RBNZ 3.50

Nasdaq 0.3 16.2

DAX 1.1 15.2

FTSE 0.4 8.7

Nikkei 0.4 11.9 Canada - BoC Jun 04, 2025

Hang Seng 0.4 13.2

CAC 1.1 8.6 US - Fed Jun 18, 2025

Commodities

WTI Crude 1.8 -0.8 England - BoE May 08, 2025

Natural Gas 1.4 5.9

Gold -0.7 49.8 Euro zone - ECB Jun 05, 2025

Silver -0.5 8.4

CRB Index -0.8 3.6 Japan - BoJ Jun 17, 2025

Currencies

USDCAD 0.3 -2.7 Mexico - Banxico May 15, 2025

EURUSD -0.1 3.0

USDJPY 0.7 -1.0 Australia - RBA May 20, 2025

AUDUSD -0.1 7.7

GBPUSD 0.2 4.3 New Zealand - RBNZ May 27, 2025

USDCHF 0.3 -2.5

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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