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KEY POINTS: 

 Global markets little changed ahead of G20, key global data 

 China lays down trade demands… 

 …that seek to reverse most of Trump’s high profile assaults… 

 …and that are likely to receive a cool reception 

 German, Spanish inflation point to higher Eurozone inflation 

 US macro: Q1 GDP revision, pending homes, claims 

 Banxico expected to hold this afternoon 

 US to auction 7s 
 

INTERNATIONAL 

Global markets are guarded across asset classes ahead of key near-term 

developments like the G20, tomorrow’s Eurozone and US inflation figures, 

Saturday night’s Chinese PMIs and Monday’s US ISM-manufacturing print. 

Conviction? What’s that?! China has reportedly laid down demands from the US 

ahead of the G20 and they are bold in relation to unwinding Trump’s high profile 

assaults on China over recent months (see below). Early glimpses of Eurozone 

inflation this month point to higher core pressures ahead of the Eurozone add-up 

tomorrow. Today’s US releases will be relatively modest ahead of another debt 

auction (see below). Banxico is expected to hold this afternoon (see below). 

 Across currencies, the big boys and gals are all relatively little changed 

including flat Euro, yen, CAD, A$ and Mexican peso crosses and very slight 

sterling appreciation.  

 Sovereign bond yields are relatively little changed across the US, Canada, 

gilts and EGBs. 

 Oil prices are taking back a little of yesterday’s rally that was driven by a 

sharp drop in US oil inventories last week. WTI and Brent are both off by 

about half a buck. Gold is down $4 today and a cumulative $33 since the 

intraday peak on Tuesday. 

 US equity futures have a slight positive bias on balance with the Nasdaq 

leading the way. TSX futures are a little higher. European cash markets are 

mixed by with a slight negative tinge on balance and led by ¼% declines in 

London and Paris. 

ON DECK FOR THURSDAY, JUNE 27 

Country Date Time Indicator Period BNS Consensus Latest

US 06/27 08:30 GDP (q/q a.r.) 1Q T 3.1 3.2 3.1

US 06/27 08:30 GDP Deflator (q/q a.r.) 1Q T -- 0.8 0.8

US 06/27 08:30 Initial Jobless Claims (000s) JUN 22 215 220 216

US 06/27 08:30 Continuing Claims (000s) JUN 15 1665 1665 1662

US 06/27 10:00 Pending Home Sales (m/m) May -- 1.0 -1.5
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China’s President Xi Jinping is apparently laying down the terms of any possible trade accord with the US. According to 

this WSJ piece, Xi is demanding at least three preconditions: 

 drop all tariffs on Chinese goods; 

 end the ban on sale of US technology to Huawei; 

 and demand no further Chinese buying of US exports than what Xi and Trump agreed to in December 2018. 

Good luck with that! These demands seek to reverse the whole essence of Trump’s assaults on China over 2018 –19. 

German inflation appears to have accelerated by more than anticipated in the month of June and that’s likely to continue 

to driver a relatively hawkish German voice at the ECB. The national add-up arrives at 8amET, but state level figures were 

released earlier this morning. Before the state level readings, consensus was calling for an unchanged national CPI reading of 

+1.3%. Saxony already came in four-tenths higher to 1.8%. Brandenburg’s inflation rate rose a half point to 1.8%. Bavaria moved 

up two-tenths to 1.8% y/y. Gains of 0.1 were registered in Hesse (1.5% y/y) and North Rhine Westphalia (1.7%). In all, the national 

add-up is likely to rise by at least a couple of tenths which would still leave it soft, but arrest the declining trend that has been in 

place since October. A considerable portion of this rise is likely to show up as higher core CPI because state level break downs of 

the components demonstrated greater pressure after removing non-core categories like fuel and food. 

A partial offset to German inflation is that Spanish inflation ebbed to 0.6% y/y (0.9% prior, 0.7% consensus). Because 

Spain does not provide any detail beyond total inflation, the drivers cannot be evaluated other than reference to energy and 

agricultural prices that probably played a role in driving inflation lower. That leaves open the possibility that Spanish core inflation 

may reinforce the likely higher German core CPI reading due out shortly and hence offer a significant one-two shot in 

favour of higher core Eurozone inflation tomorrow. France releases tomorrow morning ahead of the Eurozone add-up 

hours later and that coincides with Italy’s update. If Eurozone core inflation rises tomorrow as expected or by more, then it could 

dampen some market enthusiasm toward ECB easing. 

What could be driving Eurozone core inflation to be somewhat higher? The Easter Bunny might continue to foul up the 

readings. Recall that a later than usual Easter on April 21st versus April 1st last year likely concentrated year-ago inflation 

pressure in April this time around as travel and holiday related spending was more concentrated in April (versus March last year). 

April’s Eurozone core CPI was up 1.3% but then it fell back to 0.8% the next month as this effect shook out. Seasonal adjustment 

factors don’t properly control for this. The June readings are likely to revert somewhat higher and largely revert to more normal 

influences. 

Banxico is universally expected to stay on hold at 8.25% this afternoon (2pmET). Soft growth makes a hiking bias some 

distance away if at all, as the economy shrank by 0.2% q/q in Q1 after no growth in 2018Q4 and having only narrowly escaped 

Trump’s tariff threat. Core inflation at 3.8% y/y is just inside the 2 –4% inflation target range and doesn’t accommodate an easing 

bias. Headline inflation has been running at 4.3%. 

UNITED STATES 

A series of relatively minor US releases are on tap for release this morning. The main focal points over the remainder of the week 

include tomorrow’s core PCE inflation print for May and the G20. In the meantime, today’s releases will include: 

 Q1 GDP revisions (8:30amET): This is the ‘final’ revision and consensus expects little change to the 3.1% estimate. 

The median call is for 3.2% (Scotia 3.1%), with three-quarters of estimates being one or the other of those two readings. This 

round will incorporate revisions to tracking data since the last Q1 GDP estimate on May 30th, plus a fuller account of quarterly 

services spending that never arrives until just before the final GDP revision. 

 Jobless claims (8:30amET): Last week’s estimate is likely to remain around the 220k range where it has been in 

recent weeks. The reading is inconsequential to next Friday’s nonfarm payrolls because it is well past the nonfarm reference 

period which is the pay period including the 12th day of each month. 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
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 Pending home sales (10amET): This almost never influences markets, but a mild rise from the prior month’s soft 

patch is expected. States that release in advance, like California, registered gains in May to support such expectations. 

The US auctions 7s at 1pmET. Bid to cover ratios for this week’s 2s, 5s and two year floating rate note auctions have 

been generally buoyant but well below peaks during the Eurozone debt crisis (see chart). 

 

 

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. 1.76 1.77 1.78 1.79 1.80 1.78 2.04 2.05 2.03 2.56 2.57 2.54 Canada - BoC 1.75

CANADA 1.45 1.46 1.42 1.39 1.40 1.35 1.49 1.50 1.47 1.73 1.73 1.70

GERMANY -0.73 -0.73 -0.76 -0.63 -0.63 -0.66 -0.30 -0.30 -0.32 0.28 0.27 0.25 US - Fed 2.50

JAPAN -0.21 -0.21 -0.23 -0.24 -0.25 -0.26 -0.14 -0.14 -0.17 0.39 0.38 0.31

U.K. 0.61 0.61 0.57 0.63 0.63 0.60 0.84 0.83 0.81 1.47 1.46 1.42 England - BoE 0.75

CANADA -31 -31 -36 -40 -40 -43 -55 -55 -56 -83 -84 -84 Euro zone - ECB 0.00

GERMANY -249 -250 -254 -243 -243 -244 -234 -235 -235 -228 -230 -229

JAPAN -197 -198 -201 -203 -204 -204 -218 -218 -219 -217 -219 -224 Japan - BoJ -0.10

U.K. -115 -116 -121 -116 -117 -119 -120 -122 -122 -109 -111 -112

Equities Mexico - Banxico 8.25

1 Day 1-mo

S&P/TSX -0.4 -0.2 Australia - RBA 1.25

Dow 30 -0.0 3.7

S&P 500 -0.1 3.1 New Zealand - RBNZ 1.50

Nasdaq 0.3 3.6

DAX 0.0 1.5

FTSE -0.4 1.5

Nikkei 1.2 0.7 Canada - BoC Jul 10, 2019

Hang Seng 1.4 4.9

CAC -0.3 2.8 US - Fed Jul 31, 2019

Commodities

WTI Crude -1.0 0.2 England - BoE Aug 01, 2019

Natural Gas -0.0 -12.7

Gold -0.2 9.1 Euro zone - ECB Jul 25, 2019

Silver -0.9 4.8

CRB Index 0.8 2.1 Japan - BoJ Jul 30, 2019

Currencies

USDCAD 0.0 -2.3 Mexico - Banxico Jun 27, 2019

EURUSD 0.1 1.7

USDJPY 0.0 -1.5 Australia - RBA Jul 02, 2019

AUDUSD 0.1 1.1

GBPUSD 0.1 0.2 New Zealand - RBNZ Aug 06, 2019

USDCHF -0.0 -2.6

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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