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GLOBAL ECONOMICS  

DAILY POINTS 

August 19, 2026 @ 7:20 EST 

KEY POINTS: 

• Canadian markets say ‘show me details’ on a possible trade deal 

• CAD’s small rally reflects guarded optimism… 

• …toward prospects of a meaningful Canada-US deal… 

• …sans anything whatsoever to go by so far 

• A Canada-US deal could be unambiguously positive for Canada… 

• …including the economy, equities and CAD, but not bonds 

• Keystone XL?? You’re kidding me 

• FOMC minutes—hawkish tone but stale… 

• ...with agreement on the key four questions but not on the answers  

• Relatively benign UK CPI shaken off 

• Australian wage growth remains above the RBA’s inflation target range 

• BI held its policy rate 

Global markets are largely rangebound across broad asset classes this morning. US Ts and 

gilts are slightly outperforming EGBs. Canadian government bonds …. Equities are little 

changed across a mix of slight ups and tiny downs for N.A. futures and European cash 

markets. The dollar is a touch softer this morning and with CAD a middle-of-the-pack 

performer. As argued below, Canadian markets will want details before hopping on the 

bandwagon. Instructive in that sense are Canada’s volatile experiences with Trump and 

the rest of the world’s mistrust toward the volatile Trump administration. 

Positive Steps Toward a Canada-US Trade and Security Deal 

Great, there’s a possible deal. What’s in the deal? Dunno. Do I trust there is a deal because 

Trump said so? Not really. Do markets trust there is a deal? Not so much, as CAD only 

appreciated by about a quarter cent since Trump’s social media post last night, CGBs are 

flat, and so are TSX futures. All he did was to go TACO and postpone the 50% tariffs for 

three days just 1¾ hours before they were to have been applied against $20 billion of 

imports from Canada sans CUSMA exemption. Canada’s retaliation is similarly postponed. 

That’s a positive for now, since otherwise everything would have skidded off into the 

ditch, but the rest is still uncertain. 

What’s in the deal? Haven’t a clue. Is it good for both Canada and the US? Dunno. 

Trump’s post merely says the two countries have a deal while intimating that the 

Keystone XL pipeline is back on. We’ll see about that, given a guarded industry toward the 

pipeline that has moved on given the wild unpredictability of successive US 

administrations, the long project timelines and the varied competing interests.  

We also have this post from the USTR that claims “comprehensive market access for all 

American goods, economic security commitments, digital trade alignment, and many 

important provisions that will continue to protect our market and American workers, 

along with our Canadian partners.” We’ll be the judge of that, not the White House. 

Canadian PM Carney’s post was much more measured. It noted that “substantial progress 

has been made, although there is important work still to be done.” On that count, massive 
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Chart 1 

Country Date Time Indicator Period BNS Consensus Latest

US 08-19 07:00 MBA Mortgage Applications (w/w) Aug 14 -- -- 3.6

US 08-19 14:00 FOMC Meeting Minutes
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shout-outs to the Canadian team for working so tirelessly and on something so mindless as zero-sum beggar-thy-neighbour trade policies 

out of the US that divert precious management time by leaders and businesses away from more meaningful pursuits. You’ve served your 

country well so far. 

And so we need details. What’s in the agreement, what are the enforcement mechanisms, what are the timelines for implementation, and of 

course, how exactly comprehensive is this? Is it a meaningfully comprehensive CUSMA extension, or just the opening salvo? How much did 

PM Carney give away from a salability standpoint at home? The provinces will need to be briefed and their reactions and cooperation will be 

important. And is Trump’s signature going to actually mean anything on this ‘deal’ given his pattern of not honouring much of what he 

commits to doing? 

Throughout all of this I have stuck to a cautious optimist line that Canada would get a trade deal before the midterms or before the new US 

Congress convenes in January. The odds of this happening just went up. That has been part of a macro narrative for improved growth and 

modest tightening by the Bank of Canada as the case for last Fall’s insurance cuts to persist would be removed at a minimum. I hope that’s true, 

but I’ll jump on the ‘Let’s Make a Deal’ stage when I see something meaningful. Until then, post on to your heart’s content, we want details!! 

If a deal that extends CUSMA and lowers uncertainty in a meaningful way were to be achieved, then it would be positive for Canadian 

economic growth and negligible for US growth. It would buoy market and business sentiment toward Canada. It could put at ease consumer 

worries.  

And be wary toward the possible confirmation bias in gloomier quarters. I wouldn’t want talk to see some of the research gloomsters who 

were adopting a negative stance on trade and how damaging it could be to Canada’s economy and markets while making rate cuts more 

likely then turn around and say a deal doesn’t mean much. Nothing to see here. Don’t want to see it because it goes against all of their other 

views that deliberately excluded the cautious optimists. #accountability. The BoC wouldn’t dismiss a deal; amid multiple uncertainties, 

removing or materially dropping trade uncertainty would be another step toward modest tightening. 

FOMC Minutes—Hawkish, but Stale and No Agreement on Answers to the Four Qs 

Minutes to the July 28th–29th FOMC meeting will be released at 2pmET today. They may have a somewhat hawkish tone given three voting 

members (Logan, Kashkari, Hammack) wanted a hike at that meeting, although the majority clearly did not. Measures that gauge FOMC 

sentiment still remain in hawkish territory (chart 1). How many advocated a hike at a subsequent meeting such as September may be 

offered up. 

Yet the minutes will be stale on arrival given data released since the meeting. Nonfarm payrolls have been weak for the past three months 

including a revised 63k gain in May, then 20k in June, and then a -23k drop in July. Core CPI inflation has been on a three-month softening 

trend. Pricing for rate hikes by the Federal Reserve has followed our advice to receive a temporary overshoot of short-term market interest 

rates. July’s meeting had 8bps priced that vapourized after the hold. September’s meeting was priced for about 27bps of a hike and is now 

at just 8bps. October was at 35bps in late July and now sits at half of a quarter-point hike. Year-end pricing has been cut from 44bps to 

22bps now. 

More important may be the Committee’s discussions around the following four questions. Chair Warsh shared the questions during the July 

presser and said “there was a lot of agreement on the core questions. There was commonality on the questions but different leanings on the 

answers.” In other words, don’t look for much agreement across the Committee on the topics. Here they are: 

1. What are the implications of the past five years of high inflation on the current policy conjuncture? 

2. The economic shocks of recent years were considered including the pandemic, military conflict, energy shocks, AI surge and tariffs. Do 

they differ in their effects? 

3. We took up the issue of changes in prices and whether they are generalized or narrow. 

4. We focused upon monetary policy strategies to achieve price stability. 

Global Macro Indicators 

Relatively benign UK CPI inflation drove slight outperformance by the gilts curve relative to EGBs but largely in tandem to moves in US Ts. 

Core CPI was up by just 0.1% m/m seasonally unadjusted as per the convention. That’s not light by comparison to other like months of July 

in history (chart 2) but it doesn’t cry out for BoE intervention either. Total CPI was up 0.3% m/m NSA, matching consensus, with the y/y rate 

edging up to 2.9% (2.6% prior). Core’s year-over-year rate was steady at 2.6%. Services CPI also ebbed. Chart 3. 
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Chart 2 Chart 3 Chart 4 

Australian wage growth was steady at 3.3% q/q SAAR in Q2 for a fifth straight quarter (chart 4). You could make an argument that this 

makes it slightly more difficult for the RBA to achieve its 2–3% inflation target range with wage growth facilitating a little more passthrough 

risk of cost pressures into core inflation. Markets, however, largely yawned it off as the A$ is only slightly underperforming other major 

crosses and the Aussie rates curve rallied mostly in sympathy to JGBs, Kiwis and other local curves. Australian markets may have ignored 

the numbers because the RBA had said they expected “slightly stronger” wage growth in the near-term. 

Indonesia’s central bank left its reference rate unchanged at 5.75% as widely expected. 
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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. 4.15 4.17 4.20 4.34 4.37 4.38 4.69 4.71 4.69 5.28 5.28 5.26 Canada - BoC 2.25

CANADA 2.95 2.95 2.99 3.28 3.28 3.30 3.69 3.69 3.69 4.12 4.12 4.09

GERMANY 2.85 2.85 2.79 2.98 2.98 2.90 3.27 3.26 3.16 3.78 3.77 3.66 US - Fed 3.75

JAPAN 1.68 1.70 1.65 2.14 2.17 2.12 2.90 2.96 2.86 4.12 4.16 4.01

U.K. 4.35 4.38 4.32 4.58 4.61 4.52 5.06 5.08 4.97 5.82 5.83 5.71 England - BoE 3.75

CANADA -121 -122 -121 -107 -108 -108 -100 -101 -101 -116 -116 -117 Euro zone - ECB 2.40

GERMANY -130 -132 -141 -136 -139 -148 -143 -145 -153 -150 -151 -160

JAPAN -247 -248 -255 -221 -220 -227 -179 -175 -184 -116 -113 -125 Japan - BoJ 1.00

U.K. 19 21 11 24 24 13 37 37 28 54 55 45

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX -0.8 3.1 Australia - RBA 4.35

Dow 30 -0.2 2.3

S&P 500 -0.7 3.1 New Zealand - RBNZ 2.50

Nasdaq -1.3 3.0

DAX -0.0 5.2

FTSE -0.1 1.1

Nikkei -3.2 1.8 Canada - BoC Sep 02, 2026

Hang Seng 0.1 3.8

CAC 0.4 2.5 US - Fed Sep 16, 2026

Commodities

WTI Crude 1.1 4.1 England - BoE Sep 17, 2026

Natural Gas 0.9 -3.8

Gold 0.8 9.0 Euro zone - ECB Sep 10, 2026

Silver 0.1 12.4

CRB Index -0.1 3.9 Japan - BoJ Sep 18, 2026

Currencies
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EURUSD 0.3 1.7
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USDCHF -0.2 0.0
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