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KEY POINTS: 

• Bonds are not in a happy place… 

• …on higher oil, EGB fractures, FOMC minutes, central bank hikes 

• FOMC minutes: stale and unstable… 

• …as markets struggle with the pivot on the Fed’s reaction function 

• Canadian jobs preview 

• Japanese real earnings growth softens… 

• …JGB impact offset by oil, possible supplementary budget 

• RBI hiked and guided more to come 

• BCRP may hike this evening  

Bond land isn’t in a happy place this morning. Blame oil prices, renewed fractures across 

EGBs, apprehension ahead of FOMC minutes and ongoing hawkishness across global 

central banks (RBI hike, BCRP pending). Treasury yields are up by 1–6bps in a bear 

steepener move concentrated at the long end. Canada’s yields are up by 2–6bps in a 

similar bear steepener. Longer-dated bond yields are up by 8–15bps across the UK, 

France, Italy, Spain and Portugal as spreads sharply widen over bunds and CDS spreads 

remain high (charts 1, 2). Oil prices are up by about 1% or so across WTI and Brent as Iran 

escalated attacks on ships in the Strait of Hormuz and threatened to broaden pre-

emptive attacks. US oil and gas inventories data arrives at 10:30amET. Equities are not 

taking the news very well with off by between around ½% in N.A. futures to declines of 1-

2% across European cash markets. The dollar is broadly stronger on haven seeking and 

Fed implications. 

FOMC MINUTES—STALE AND UNSTABLE 

Minutes to the September 15th-16th FOMC meeting arrive at 2pmET today. They will 

extend the hawkish tone that was conveyed at that meeting but are likely to be stale on 

arrival and should therefore probably be downplayed.  

Data since that meeting has been less supportive of further tightening, though Chair 

Warsh would likely be indifferent toward this fact given his bias toward the multi-year 

inflation evidence in the past and future risks. Core PCE inflation climbed by 0.247% m/m 

SA in August (Scotia 0.2%, consensus 0.3%) and was revised lower including to just 0.1% 

in July with the year-over-year rate taken down by three-tenths to 3% through revisions. 

The three-month moving average of core PCE stands at 2% m/m SAAR. Nonfarm payrolls 

disappointed with just 29k positions created in September alongside downward revisions. 

Further, financial market conditions tightened further since that meeting including an 

extra 30+bps on the 10-year Treasury yield. 

More fundamentally, our group has struggled with the FOMC under the leadership of 

Chair Warsh and for two broad sets of reasons. One is that the US economy has recently 

been performing much better than forecast including Q3 GDP growth that is tracking  
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 Country Date Time Indicator Period BNS Consensus Latest
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US 10-07 14:00 FOMC Meeting Minutes
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percentage points above our prior September forecast. A large upward revision is required in the near-term that raises capacity pressures 

on the US economy and hence near-term inflation risk. There are risks aplenty going forward and the consensus view toward 3-handled Q3 

GDP growth isn’t likely to be sustainable but recent growth is outperforming our shop’s expectations.  

Second is that I’ve found the Fed’s reaction function to be highly unstable and difficult to read with any consistency. For instance, Chair 

Warsh’s Senate testimony favoured trimmed mean measures of inflation that are much lower than PCE inflation which sounded neutral-

dovish, only to hear him say a few months later that he never said that. Warsh sounded dovish during the interview and confirmation stage 

and suddenly turned hawkish afterward. He doesn’t believe in submitting forecasts or providing guidance but constantly referencing the 

past five years of inflation experience sounds like bygones be bygones are out the window in favour of guidance that at times almost 

sounds like a price level targeting mindset. Warsh told markets to be patient for the work of the five task forces to be revealed and not to 

pre-judge their views on important matters that could shape the policy outlook, only to then deliver an impatient tightening of monetary 

policy that declared their work to be at least partly moot. Instead of waiting for their views on the best measures of inflation, whether this is 

a relative price shock or generalized inflation and if that matters, what impact AI may have over the forward monetary policy horizon and 

other matters, Warsh set aside a waiting period in favour of acting now.  

I believe this instability is part of why bond yields have risen because higher policy uncertainty impacts expected reward for risk across later 

tenors; in short, we have company in that the bond market is also struggling with the policy pivot at the Fed in addition to the conflicting 

policy signals from the Treasury. 

OTHER DEVELOPMENTS 

Japanese inflation-adjusted labour earnings climbed by 1½% y/y in a slowdown from a revised 2.0% prior reading (from 2.4%). The impact 

on the yen and JGBs was offset by oil and volatility surrounding headlines that Japan is considering a second supplementary budget that 

could motivate a response by the BoJ. 

The Reserve Bank of India raised its repurchase rate by 25bps to 5.5% as widely forecast. Guidance was hawkish and left the door open to 

further tightening. Key was removal of the reference to a “neutral stance” in favour of “calibrated tightening” while raising the inflation 

outlook. Markets continue to fully price another hike on December 4th while bond yields climbed by 2–4bps across maturities. 

A majority within consensus expect Peru’s central bank to raise its reference rate by 25bps this evening (7pmET). Our Scotiabank colleagues 

in Peru expect BCRP to hold at 4.25% along with three others while nine within consensus expect a hike. 

Other overnight releases included strong German industrial production (+2% m/m, 0.5% consensus) after factory orders disappointed the 

other day, plus a slightly milder than expected acceleration of Swedish inflation. 

CANADIAN JOBS PREVIEW 

Canada will release jobs figures for September on Friday and here’s a brief preview. 

My estimate is for a flat reading of 0k jobs created in September and a slight rise of the 

unemployment rate to 6.5%. Consensus is all over the map from a drop of -30k and a gain of 

similar magnitude after a large 42k decline in July. The usual caution applies by way of the 

high degree of statistical noise around estimated changes in employment; the 95% 

confidence interval is +/-57k around monthly employment changes. We still must try, so here 

we go. 

August’s labour force contraction was unusual a) compared to the multi-month prior trend, 

and b) given upward revisions to population figures by Statistics Canada that may suggest a 

bigger workforce than previously understood. Ergo, I’m inclined to think it was a one-off and 

that the labour force could rebound by more than jobs after both contracted in August.  
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One factor that may restrain job growth is the 

employer bias toward expanding hours worked 

over adding bodies. Importantly, I think 

employers are dealing with the uncertainty by 

heaping on more hours worked for their existing 

workers by converting part-time to full-time 

and increasing working hours and overtime 

while holding back on hiring new workers. Hours 

worked are growing very strongly (chart 3) and 

there is still some upward recovery likely to 

come from abnormally high lost hours worked 

due to weather and illness this year (charts 4, 5). 

I would be surprised if we saw a sudden material 

impact of fresh trade tensions on this 

employment report. Recall that after 

threatening in July, Trump applied 50% tariffs 

on about 5% of Canadian exports to the US on August 22nd. Canada retaliated on September 8th with its own counter-tariffs and then the 

US applied outright import bans on select Canadian exports on September 29th. All of these actions affect very small amounts of trade and 

often at a stage of the seasonal and annual production and sales cycle that arrived too late to be impactful. A reaction as soon as the 

September LFS reference week of the 13th to 19th is probably unlikely.  

I went with a seasonal adjustment factor similar to last year’s (chart 6) and a seasonally unadjusted change in employment of about -100k 

which is a little lower than typical (chart 7). That gives about 0k m/m SA but a range of scenarios around different SA factors and NSA 

changes is shown in chart 8. 
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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. 4.80 4.80 4.89 5.06 5.03 5.09 5.33 5.28 5.29 5.71 5.66 5.63 Canada - BoC 2.25

CANADA 3.26 3.24 3.37 3.64 3.60 3.70 3.98 3.93 3.99 4.35 4.29 4.30

GERMANY 3.08 3.11 3.21 3.25 3.25 3.36 3.51 3.48 3.59 3.88 3.85 3.94 US - Fed 4.00

JAPAN 1.95 1.93 1.95 2.42 2.39 2.38 3.10 3.11 3.07 4.23 4.25 4.15

U.K. 4.88 4.82 4.89 5.00 4.92 4.98 5.48 5.38 5.42 6.02 5.90 5.95 England - BoE 3.75

CANADA -154 -156 -152 -143 -144 -139 -135 -136 -129 -137 -137 -133 Euro zone - ECB 2.65

GERMANY -172 -169 -168 -181 -178 -173 -183 -180 -170 -183 -181 -169

JAPAN -285 -287 -294 -265 -264 -271 -223 -217 -222 -149 -141 -148 Japan - BoJ 1.25

U.K. 8 2 -0 -6 -11 -11 14 9 14 30 24 32

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX 0.4 -2.4 Australia - RBA 4.60

Dow 30 0.5 -3.5

S&P 500 0.6 1.3 New Zealand - RBNZ 2.75

Nasdaq 0.4 4.1

DAX -1.5 -3.6

FTSE -0.7 -3.3

Nikkei -0.9 7.3 Canada - BoC Oct 28, 2026

Hang Seng -0.6 -5.0

CAC -1.2 -6.5 US - Fed Oct 28, 2026

Commodities

WTI Crude 0.7 -1.5 England - BoE Nov 05, 2026

Natural Gas 2.2 7.0

Gold -1.0 -6.4 Euro zone - ECB Oct 29, 2026

Silver -1.8 -8.9

CRB Index 0.7 -0.6 Japan - BoJ Oct 30, 2026

Currencies

USDCAD 0.3 3.1 Mexico - Banxico Nov 05, 2026

EURUSD -0.7 -3.8

USDJPY 0.1 2.5 Australia - RBA Nov 02, 2026

AUDUSD -0.4 -3.7
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USDCHF 0.1 2.8
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