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KEY POINTS: 

 Markets in a holding pattern, waiting for nonfarm payrolls 

 US expands EU tariff list, EU likely to retaliate 

 UK PMIs tumbled in June, indicating economic contraction 

 Italian spreads narrow on deficit capitulation  

 A$ leads the pack despite RBA cut… 

 …due to two simple words 

 US markets only face vehicle sales today 

 German consumers retrenched in Q2 

 Won tumbles on soft CPI 

 The rest of the week is now mostly just about nonfarm 
 

INTERNATIONAL 

Yesterday’s minimal market reaction to the weekend G20 meetings the maintains 

high uncertainty toward trade policy is giving way to a pregnant pause as global 

markets bide their time until Friday’s US nonfarm payrolls report. There is little 

else left in the global week ahead (here). With the weekend G20, OPEC+, last 

Saturday’s China PMIs, yesterday’s US ISM and the RBA out of the way, there is 

little else to focus upon especially with the US 4th of July holiday beckoning on 

Thursday. The US and EU are duking it out over their coddled plane 

manufacturers with the US expanding the list of tariffed European imports by an 

extra US$4 billion of goods that the EU is likely to retaliate against. The RBA cut 

but sounded less open to another cut than markets had priced. The UK economy 

tanked toward the end of Q2 as indicated by purchasing managers indices. Other 

developments are fairly light as Canada returns from the Canada Day holiday 

with just tomorrow’s trade figures and Friday’s jobs report ahead. 

 The USD is losing a little ground to key majors this morning as strength in the 

A$, some Scandies, the Mexican peso, yen, CAD and Euro is being offset by 

slight weakness in pound sterling and a sharp drop in the won (CPI, see 

below). 

 Weak UK data and Italy’s capitulation to EU demands are the stand-out 

drivers in global bond markets. Collapsing UK PMIs (see below) are driving 

the gilts curve to rally by 4–5bps across maturities which builds upon 

yesterday’s more modest rally. Italy’s deficit concession to the EU (see 

below) is driving material spread compression to bunds. Other curves are 

generally little changed. 

 Oil prices are slightly lower in terms of WTI and Brent and they remain lower 

than Friday’s close as the G20 and OPEC’s decision to extend production 

cuts for another ten months after both being shaken off.  

ON DECK FOR TUESDAY, JULY 2 

Country Date Time Indicator Period BNS Consensus Latest

US 07/02 09:00 Total Vehicle Sales (mn a.r.) Jun 17.0 17.0 17.3

US 07/02 06:35 Fed's Williams Speaks on Global Economic and Policy Outlook

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.scotiabank.com/content/dam/scotiabank/sub-brands/scotiabank-economics/english/documents/the-global-week-ahead/globalweekahead20190627.pdf
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 US equity futures are slightly lower with TSX futures slightly higher. European cash markets are little changed except for 

modest rallies in London (more likely dovish sounding BoE) and Milan (less risk of an EU deficit tussle). 

The RBA cut its cash rate again to 1% but accompanied the decision with guidance that suggested lower odds of another 

rate cut than markets had been anticipating. This less dovish than expected bias sent the A$ higher to be the strongest 

performer this morning. What caught market attention was the addition of the ‘if needed’ qualifier in the last sentence of the 

statement (here) that was missing in the otherwise identical concluding statement on June 4th: 

“The Board will continue to monitor developments in the labour market closely and adjust monetary policy if needed to 

support sustainable growth in the economy and the achievement of the inflation target over time.” 

The UK economy deteriorated in June. After the manufacturing PMI fell to 48.0 (49.4 prior) and hence further into 

contraction territory for the poorest showing since 2013, the construction PMI stumbled even harder this morning. The latter 

reading fell by five and a half points to 43.1 for the weakest reading since 2009 with tumbling new orders leading the drivers. 

The won is the weakest of the major crosses after South Korean CPI slipped by slightly more than expected last evening. 

Headline inflation fell 0.2% m/m (-0.1% consensus) which held the year-ago rate at 0.7% against expectations for an up-tick. Core 

CPI did increase a tick to 0.9% as expected. 

German retail sales volumes came in sharply worse than expected for May. Sales fell 0.6% m/m (+0.5% consensus) for a 

second consecutive drop.  

Italian bond yields fell with the 10s spread to German bunds narrowing by 7bps this morning. Italy’s otherwise often divided 

government agreed to decrease its projected 2019 budgetary deficit to 2.04% from an earlier proposal that had set it at 

2.4%. That means the structural deficit is more likely to avoid EU sanctions. 

UNITED STATES 

US markets only face vehicle sales for the month of June this afternoon and they are expected to soften from the surge in May. 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.rba.gov.au/media-releases/2019/mr-19-18.html
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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. 1.78 1.79 1.73 1.78 1.79 1.73 2.02 2.03 1.99 2.55 2.55 2.52 Canada - BoC 1.75

CANADA 1.48 1.47 1.40 1.40 1.39 1.33 1.48 1.46 1.43 1.69 1.68 1.69

GERMANY -0.76 -0.76 -0.74 -0.68 -0.69 -0.66 -0.35 -0.36 -0.33 0.27 0.25 0.25 US - Fed 2.50

JAPAN -0.21 -0.22 -0.23 -0.24 -0.24 -0.26 -0.15 -0.15 -0.16 0.38 0.38 0.35

U.K. 0.58 0.61 0.58 0.58 0.62 0.59 0.77 0.81 0.79 1.40 1.44 1.42 England - BoE 0.75

CANADA -30 -32 -34 -38 -40 -40 -54 -56 -55 -86 -87 -83 Euro zone - ECB 0.00

GERMANY -254 -255 -247 -247 -248 -238 -237 -238 -232 -228 -230 -227

JAPAN -199 -201 -196 -202 -203 -199 -216 -217 -214 -217 -217 -217 Japan - BoJ -0.10

U.K. -120 -118 -115 -120 -117 -114 -125 -121 -119 -115 -110 -110

Equities Mexico - Banxico 8.25

1 Day 1-mo

S&P/TSX 0.5 2.1 Australia - RBA 1.00

Dow 30 0.4 7.7

S&P 500 0.8 7.7 New Zealand - RBNZ 1.50

Nasdaq 1.1 8.6

DAX -0.1 6.7

FTSE 0.5 5.2

Nikkei 0.1 5.6 Canada - BoC Jul 10, 2019

Hang Seng 1.2 7.3

CAC 0.0 6.9 US - Fed Jul 31, 2019

Commodities

WTI Crude -0.3 10.2 England - BoE Aug 01, 2019

Natural Gas 0.6 -7.1

Gold 0.6 6.7 Euro zone - ECB Jul 25, 2019

Silver 0.3 5.4

CRB Index 0.0 3.3 Japan - BoJ Jul 30, 2019

Currencies

USDCAD -0.1 -2.4 Mexico - Banxico Aug 15, 2019

EURUSD 0.1 0.5

USDJPY -0.1 0.2 Australia - RBA Jul 02, 2019

AUDUSD 0.4 0.2

GBPUSD -0.1 -0.3 New Zealand - RBNZ Aug 06, 2019

USDCHF 0.1 -0.4

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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