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KEY POINT: 

 Super Mario sparks global rally in stocks and bonds 

 Draghi strengthens ECB stimulus guidance 

 Eurozone investor confidence at debt-crisis lows 

 Eurozone ‘supercore’ CPI stable… 

 …but Draghi is worried about risks to the inflation goal in future… 

 …and, like the Fed, increasing the emphasis upon goal symmetry 

 UK Conservatives eliminating more candidates 

 Trans Mountain’s fate today 

 Will CDN manufacturing follows exports higher? 

 BoC’s Poloz interview has curiously yet to surface 

 US housing starts will likely be ignored… 

 … as the FOMC begins deliberations 
 

INTERNATIONAL 

It’s pretty obvious that global central banks are moving toward applying fresh 

stimulus. ECB President Draghi escalated stimulus references this morning (see 

below) and notably on the eve of the Fed’s announcements tomorrow. US 

President Trump is all over his Twitter account accusing the ECB of manipulating 

its currency, but he should perhaps speak more softly or not at all ahead of the 

Fed’s likely steps tomorrow. Global central banks are embracing a much higher 

level of moral hazard risk. Canada will focus upon cabinet’s Trans Mountain 

pipeline decision, manufacturing shipments and perhaps BoC Governor Poloz’s 

interview if it eventually surfaces. US housing starts will likely be ignored. 

 Sovereign bonds are rallying everywhere this morning on the back of Draghi’s 

remarks. The 10 year German bund yield is down 7bps, Italy’s 10 year note is 

down 17bps, France is down 10bps and the rest of the EGBs complex is rallying. 

This is dragging lower yields in the US, Canada and UK among others through 

carry and arbitrage effects. US Treasury yields are down by about 6–8bps across 

the curve with Canadian yields down by 5–7bps. 

 Global equities are also rallying in tandem with bonds. European cash 

markets are up by either side of 1% across the bourses. US equity futures are 

up by between ½% and 1% with the Nasdaq leading, while TSX futures are up 

by about ½%. Asia got the memo late so look for a reaction there tonight. 

ON DECK FOR TUESDAY, JUNE 18 

Country Date Time Indicator Period BNS Consensus Latest

CA 06/18 08:30 Manufacturing Shipments (m/m) Apr 0.3 0.4 2.1

US 06/18 08:30 Building Permits (000s a.r.) May -- 1293 1290

US 06/18 08:30 Housing Starts (000s a.r.) May 1225 1240 1235

US 06/18 08:30 Housing Starts (m/m) May -0.8 0.4 5.7
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 Oil prices are bucking the risk-on sentiment, as WTI and Brent are both a little lower to below US$52 and about US$60½ 

respectively. Today’s private source for US oil inventories and tomorrow’s US government report will inform further risks to 

WTI. 

 The USD is little changed on a DXY basis so far this morning. That’s masking depreciation by the Euro and euro-related 

crosses following Draghi’s remarks. 

ECB President Mario Draghi strongly hinted at further stimulus over 2019H2 on the eve of the Federal Reserve’s policy 

announcements. While saying he could apply more stimulus if conditions worsen is a bit of a truism that applies at all 

times, the significance of his comments stems from a) his reference to a policy review already underway, and b) central bankers 

don’t generally treat stimulus talk lightly and drop it on markets when they mean it. Draghi’s dialogue picks up on where 

he left off at his press conference following the ECB meeting, but with clear emphasis, reference to “coming weeks” and reference 

to the ECB’s symmetrical inflation target which makes him sound like the Fed. Here are the salient points drawn from his speech 

(here) at the ECB’s Forum on Central Banking at Sintra, Portugal: 

“In the coming weeks, the Governing Council will deliberate how our instruments can be adapted commensurate to the 

severity of the risk to price stability. 

We remain able to enhance our forward guidance by adjusting its bias and its conditionality to account for variations in the 

adjustment path of inflation. 

This applies to all instruments of our monetary policy stance. 

Further cuts in policy interest rates and mitigating measures to contain any side effects remain part of our tools. 

And the APP still has considerable headroom. Moreover, the Treaty requires that our actions are both necessary and 

proportionate to fulfil our mandate and achieve our objective, which implies that the limits we establish on our tools are 

specific to the contingencies we face. If the crisis has shown anything, it is that we will use all the flexibility within our 

mandate to fulfil our mandate—and we will do so again to answer any challenges to price stability in the future. 

All these options were raised and discussed at our last meeting. 

What matters for our policy calibration is our medium-term policy aim: an inflation rate below, but close to, 2%. That aim is 

symmetric, which means that, if we are to deliver that value of inflation in the medium term, inflation has to be above that 

level at some time in the future.” 

ECB investor confidence fell sharply in June. The expectations component fell to -20.2 from -1.6 the prior month. The 

decline reverses several months of improvement and sets the reading back to where it was at the start of the year when it was 

sitting at the lowest level since the Eurozone debt crisis. Some of this may have be a reflection of global angst surrounding the 

Trump administration’s threat to invoke tariffs against Mexico and general US-centric protectionism. 

The second swing at Eurozone inflation readings revealed enough detail to assess so-called ‘supercore’ CPI for May. 

‘Supercore’ matters around the April–May period because it removes the effects of packaged holiday pricing that can swing around 

as the timing of the annual Easter holiday varies. Supercore was unchanged at 1.3% y/y and has trended only very gently higher 

from 0.9% y/y in late 2016 (see chart). While Draghi’s added emphasis upon stimulus may conflict with the fact that supercore didn’t 

slip, the counters include a) risks to the outlook may jeopardize achieving ECB goals, and b) Draghi, like the Fed, is increasing the 

emphasis upon a symmetrical inflation target after years of underperforming which means a desire to run hotter above the ECB’s 

‘close to, but below, 2%” inflation target. Central bankers have been saying their targets are symmetrical for some time, but have 

seriously ramped up the references over recent weeks and months and after undershooting their targets for many years. 

The list of contenders for the leader of the UK Conservative Party will be narrowed further today. Voting begins at 

10amET and the results will be announced by around 1pmET. The last place candidate and any candidates with fewer than 33 

votes will be eliminated.  Further votes will be held tomorrow and Thursday to determine the final two candidates who will then go 

to a run-off with the results to be announced the week of July 22nd. 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.ecb.europa.eu/press/key/date/2019/html/ecb.sp190618~ec4cd2443b.en.html
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UNITED STATES 

The US only focuses upon housing starts for May today (8:30amET).  They won’t matter one iota ahead of the Fed tomorrow as 

the FOMC begins its two day meeting today.  A fairly flat reading after the prior month’s rise of nearly 6% is expected. 

CANADA 

Canada faces the Federal cabinet’s decision on the Trans Mountain pipeline today and manufacturing figures for April.  

Cabinet is expected to approve Trans Mountain but further obstacles still remain.   

After a 2.1% rise in March that was the strongest since last May, the bar for another gain in manufacturing sales (8:30amET) might 

be set high. That export volumes increased by 2.0% in April may nevertheless point to another manufacturing gain. The export 

gain probably overstates manufacturing strengths, however, in that the gain in exports was significantly driven by gold moving 

through Hong Kong and the UK. Manufacturing new orders were up strongly in each of the prior two months and that could add 

upside to shipments from either domestic or international sources again albeit without much breadth.  

An interview with BoC Governor Poloz remains oddly pending.  Announced last Thursday, it was to be published in the Telegram 

by now but has yet to appear.  Among clients, this has raised speculation it was pulled ahead of the Fed but at a minimum it’s a 

curious communications misstep. 

 

 

Source: Bloomberg. All quotes reflect Bloomberg data as at the time of publishing.  While this source is believed to be reliable, Scotiabank cannot guarantee its accuracy. Source: Bloomberg. All quotes reflect Bloomberg data as at the time of publishing.  While this source is believed to be reliable, Scotiabank cannot guarantee its accuracy. 

Fixed Income

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

U.S. 1.81 1.87 1.93 1.78 1.86 1.92 2.02 2.10 2.14 2.52 2.58 2.62 Canada - BoC 1.75

CANADA 1.36 1.40 1.48 1.28 1.34 1.42 1.39 1.45 1.53 1.65 1.70 1.77

GERMANY -0.76 -0.69 -0.67 -0.69 -0.60 -0.59 -0.32 -0.24 -0.23 0.26 0.34 0.39 US - Fed 2.50

JAPAN -0.20 -0.19 -0.19 -0.23 -0.22 -0.22 -0.12 -0.12 -0.11 0.37 0.38 0.36

U.K. 0.57 0.61 0.59 0.58 0.64 0.64 0.79 0.85 0.86 1.41 1.45 1.44 England - BoE 0.75

CANADA -45 -47 -45 -50 -52 -49 -64 -64 -62 -87 -88 -84 Euro zone - ECB 0.00

GERMANY -257 -256 -260 -246 -246 -251 -234 -234 -238 -225 -224 -223

JAPAN -200 -206 -212 -200 -208 -213 -215 -222 -225 -215 -221 -226 Japan - BoJ -0.10

U.K. -124 -126 -134 -120 -122 -128 -123 -125 -128 -111 -113 -118

Equities Mexico - Banxico 8.25

1 Day 1-mo

S&P/TSX 0.3 -0.3 Australia - RBA 1.25

Dow 30 0.1 1.4

S&P 500 0.1 1.1 New Zealand - RBNZ 1.50

Nasdaq 0.6 0.4

DAX 1.2 -0.0

FTSE 0.8 0.9

Nikkei -0.7 -1.3 Canada - BoC Jul 10, 2019

Hang Seng 1.0 -1.6

CAC 1.4 0.5 US - Fed Jun 19, 2019

Commodities

WTI Crude -0.2 -17.4 England - BoE Jun 20, 2019

Natural Gas 0.4 -9.0

Gold 0.7 5.6 Euro zone - ECB Jul 25, 2019

Silver -1.6 2.1

CRB Index -0.2 -3.6 Japan - BoJ Jun 20, 2019

Currencies

USDCAD 0.1 -0.0 Mexico - Banxico Jun 27, 2019

EURUSD -0.3 0.2

USDJPY -0.2 -1.6 Australia - RBA Jul 02, 2019

AUDUSD -0.2 -1.0

GBPUSD -0.1 -1.6 New Zealand - RBNZ Jun 25, 2019

USDCHF 0.1 -0.9
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