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KEY POINTS: 

 Global markets little changed; on G20 watch 

 G20 sparks are already flying… 

 …as a US-China compromise is tough to see 

 US core PCE inflation might follow core CPI lower… 

 …but revisions cloud the picture 

 US consumption might be tracking even stronger in Q2 

 Canadian GDP, BoC’s BOS Survey on tap… 

 …but both may struggle to assert relevance 

 Eurozone core CPI rises by more than expected… 

 …but ‘supercore’ is needed to inform Easter effects 

 Global Week Ahead 
 

Please see the Global Week Ahead here. Key risks over the coming week will 

include: 

 G20 aftermath 

 US: Nonfarm, ISM 

 CBs: RBA, Riksbank 

 PMIs: China, UK, Italy, Spain 

 CPI: Colombia, Peru… 

 …Switzerland, Russia, Turkey… 

 …Indonesia, SK, Philippines, Thailand, Taiwan 

 Canada: jobs, trade 

 Other US macro 

 Fed-speak 

 European macro 

 India budget 

 Japan Tankan 

 

ON DECK FOR FRIDAY, JUNE 28 

Country Date Time Indicator Period BNS Consensus Latest

CA 06/28 08:30 IPPI (m/m) May -- -0.1 0.8

CA 06/28 08:30 Raw Materials Price Index (m/m) May -- -3.0 5.6

CA 06/28 08:30 Real GDP (m/m) Apr 0.2 0.2 0.5

US 06/28 08:30 PCE Deflator (m/m) May 0.1 0.2 0.3

US 06/28 08:30 PCE Deflator (y/y) May 1.4 1.5 1.5

US 06/28 08:30 PCE ex. Food & Energy (m/m) May 0.2 0.2 0.3

US 06/28 08:30 PCE ex. Food & Energy (y/y) May 1.5 1.5 1.6

US 06/28 08:30 Personal Spending (m/m) May 0.4 0.5 0.3

US 06/28 08:30 Personal Income (m/m) May 0.3 0.3 0.5

US 06/28 09:45 Chicago PMI Jun -- 53.5 54.2

US 06/28 10:00 U. of Michigan Consumer Sentiment Jun F -- 98.0 97.9

CA 06/28 10:30 BoC Senior Loan Officer Survey 2Q -- -- -2.7

CA 06/28 10:30 Business Outlook Future Sales 2Q -- -- 6.0
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INTERNATIONAL  

So much, yet so little matters. A somewhat heavy fundamentals-based calendar of market risks with a particular focus upon North 

America and month-end market rebalancing effects could easily be faded in the face of intensifying concerns about the G20 

meeting. There are no hints at a compromise between the US and China, with Xi Jinping warning against “bullying practices” 

ahead of tomorrow’s sideline meeting between Xi and Trump. The risk is more skewed toward a deterioration in relations with 

effects influencing the Asian market open on Monday. US core inflation may follow core CPI lower, but yesterday’s revisions cloud 

the picture. US consumption may be tracking stronger than previously thought in Q2. Canadian GDP for April and the BoC’s 

survey of c-suite plans to invest and hire along with their inflation and sales growth expectations might all struggle for relevance 

given how much has changed since their estimation periods and in the face of forward-looking risks. Eurozone core inflation edged 

higher, but we need supercore a month from now in order to weed out Easter distortions. Canadian bond markets shut early today 

(1pmET) with stocks unofficially losing interest probably around a similar time. 

 The USD is little changed so far this morning. The biggest upside performer is the won, following stronger than expected 

South Korean industrial output. Most other currencies are little changed in apprehension of headlines coming out of the G20. 

 Sovereign bonds are playing a similar hand. There is little change across the US, Canadian, UK and EGB curves. 

 Ditto for oil prices that are little changed with WTI hanging in around US$59½ and Brent around US$66¾. Gold is up a smidge. 

 US equity futures are up by as much as ¼% with the Nasdaq trailing. TSX futures are a little higher. European cash markets 

are up by between ¼% and ½% across most exchanges. Asian equities were a sea of red with stocks down by around ¼% in 

Tokyo, Seoul and HK and up to 1% at mainland China’s exchanges.  

Eurozone core inflation moved up by a little more than expected last month. It climbed to 1.1% in June (0.8% prior, 1.0% 

consensus) while headline inflation remained at 1.2% y/y. The ECB will likely shrug its shoulders at the reading. For one thing, 

there is ongoing Easter-related volatility behind the figures. The later than usual Easter on April 21st (April 1st last year) 

concentrated travel and holiday-related spending in April and drove core prices higher than normal that month. That effect shook 

out by more than normal in May and drove core inflation back down. We’re now seeing the truer underlying picture in the June 

reading. What we need is to be able to assess so-called ‘supercore’ inflation that removes Easter-related categories like packaged 

holidays. The accompanying chart shows supercore CPI up to May but we won’t get the necessary breakdown and details until 

June revisions become available on July 31st. 

UNITED STATES 

US updates for the Fed’s preferred inflation gauges, consumer spending, incomes and the saving rate for June arrive at 

8:30amET.  

Core PCE inflation 

There are at least two issues here. One is that after core CPI slipped again in May, will the same month’s reading for core PCE 

inflation follow suit? That’s not assured, given a generally correlated trend in the two gauges that can deviate across individual 

months (chart 2). At 1.6%, core PCE inflation during April was already trending away from the Fed’s 2% inflation goal and any 

further downside would raise additional concern in favour of easing perhaps as soon as the July meeting and conditional upon the 

net outcome of other developments such as—but not limited to—the G20 and the next nonfarm payrolls reading. Consumption 

probably grew fairly strongly in May in keeping with what we already know from the retail sales report for that month. 

The second complicating factor is the upward revision to Q1 core PCE in yesterday’s GDP revisions that could result in upward 

revisions to prior months but there is no way of telling where to park such expectations among the individual months and the trend.  

Consumption 

Consumption growth should be solid in the May figures given what we already know about retail sales for the month. Retail sales 

were up 0.5% m/m in May and they were revised up for April from a dip of -0.2% to a gain of 0.3%. Total consumption was revised 
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down for Q1 in yesterday’s GDP revisions which may assist the Q2 growth tracking on a weaker base effect. Q1 consumption is 

now reported to have risen by 0.9% (from 1.3% previously) at a seasonally adjusted and annualized rate. 

CANADA 

Canada is just about getting to the early bond market close at 1pmET and sailing smoothly into the Canada Day long weekend. Oh, that, 

and whether Kawhi Leonard will bless the city of Toronto as soon as Canada Day on Monday or sometime next week. Right? Right.  

There will nevertheless be a pair of reports that Ottawa so graciously snuck into the festive mood this morning. Canadian GDP and 

the Bank of Canada’s quarterly surveys may hide in the shadows of grander market developments like the G20 and US inflation 

today.  

The April print for Canadian GDP (8:30amET) might struggle to achieve much relevance given how much has changed since April, 

but I think there is upside risk. My regression model suggests 0.3% m/m after the strong wholesale report. I had submitted 0.2% 

before the wholesale figures and 0.2% is where consensus landed. Consensus was nevertheless fairly evenly divided between 

calls of 0.1% (6 forecasters), 0.2% (8 forecasters) and 0.3% (5 forecasters). A reading of 0.2% would translate into 1.8% quarterly 

growth tracking for Q2, whereas 0.3% m/m for April could lift the quarter’s tracking to as much as 2¼%. 

The weakness in the Bank of Canada’s quarterly Business Outlook Survey (10:30amET) could be its sample period in relation to 

major developments. The sample period was from early May to early June. Most of that period pre-dated Trump’s Mexican 

standoff and pre-dated the June 1st tariffs on China. Overall there will be strong reason to fade it. Chart 3 demonstrates the 

momentum across its various components up to the earlier April edition of the report but an awful lot has changed as the Fed 

emphasizes in terms of what happened following its May 1st decisions up to now. 

 

 

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. 1.75 1.75 1.77 1.77 1.77 1.79 2.02 2.01 2.06 2.54 2.53 2.58 Canada - BoC 1.75

CANADA 1.46 1.45 1.43 1.39 1.38 1.37 1.48 1.47 1.48 1.72 1.71 1.72

GERMANY -0.74 -0.74 -0.74 -0.65 -0.65 -0.63 -0.32 -0.32 -0.29 0.27 0.26 0.30 US - Fed 2.50

JAPAN -0.22 -0.21 -0.23 -0.26 -0.24 -0.26 -0.16 -0.14 -0.16 0.36 0.39 0.34

U.K. 0.61 0.60 0.61 0.62 0.62 0.63 0.83 0.82 0.85 1.46 1.46 1.45 England - BoE 0.75

CANADA -28 -30 -34 -38 -39 -42 -54 -54 -57 -82 -82 -86 Euro zone - ECB 0.00

GERMANY -249 -248 -251 -243 -242 -242 -234 -233 -234 -227 -227 -229

JAPAN -196 -195 -200 -203 -201 -205 -218 -216 -221 -218 -214 -225 Japan - BoJ -0.10

U.K. -114 -114 -116 -115 -115 -116 -119 -119 -121 -108 -107 -114

Equities Mexico - Banxico 8.25

1 Day 1-mo

S&P/TSX -0.0 0.1 Australia - RBA 1.25

Dow 30 -0.0 4.7

S&P 500 0.4 4.4 New Zealand - RBNZ 1.50

Nasdaq 0.7 4.7

DAX 0.5 2.5

FTSE 0.2 2.0

Nikkei -0.3 0.1 Canada - BoC Jul 10, 2019

Hang Seng -0.3 4.2

CAC 0.3 3.7 US - Fed Jul 31, 2019

Commodities

WTI Crude 0.1 0.6 England - BoE Aug 01, 2019

Natural Gas -0.8 -10.7

Gold 0.3 10.5 Euro zone - ECB Jul 25, 2019

Silver -0.0 4.8

CRB Index 0.2 1.4 Japan - BoJ Jul 30, 2019

Currencies

USDCAD -0.0 -3.0 Mexico - Banxico Aug 15, 2019

EURUSD 0.0 1.9

USDJPY -0.1 -1.5 Australia - RBA Jul 02, 2019

AUDUSD -0.1 1.2

GBPUSD 0.1 0.3 New Zealand - RBNZ Aug 06, 2019

USDCHF -0.1 -3.1
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