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KEY POINTS: 

 Markets recover Asian sell-off… 

 …as they evaluate Trump’s claim that China talks are back on… 

 …while China has not provided confirmation thus far 

 US durables: stale before trade escalation 

 German business confidence slips again; expectation at lowest since 

2009 

 Canada quiet today 

 CDN GDP: a decent June rise and strong Q2… 

 …will nevertheless be a stale offering… 

 …driven by idiosyncratic and transitory factors 

 UK markets shut today 
 

INTERNATIONAL 

Volatile trade headlines are driving erratic market behavior. Trump now claims 

that Chinese negotiators reached out to US negotiators to reopen trade talks, but 

China is not confirming this. While China’s top negotiator, Liu He, emphasized 

“consultation and cooperation with a calm attitude,” in remarks earlier this 

morning, there is no official or indirect word from China that Trump is telling the 

truth on restarting talks. So far, we only know that a spokesperson for China’s 

foreign ministry denied Trump’s claim and that the editor of China’s Global 

Times—one of China’s state-controlled media voices—noted that technical talks 

don’t “have significance that President Trump suggested.” This leaves open the 

possibilities that Trump is fibbing yet again, or that Liu He reached out but this 

isn’t common knowledge throughout China’s policy circles, or that Trump is 

playing somewhat of a high stakes game of luring China back to the table. 

Markets will remain sensitive to confirmation or denial.  

 US equity futures are up by ¾% to 1% with the Nasdaq exchange and the 

Dow leading the way. TSX futures are up by just under 1%. London is shut 

for a bankers’ holiday, but other European exchanges are up by as much as 

¾% in Paris. Asian exchanges were a sea of red overnight before Trump 

indicated the possibility of resuming trade talks with China; all exchanges 

were down by between about 1–2%. 

 US Treasury yields are down by 1–2bps across the curve. Canada’s curve is 

underperforming across maturities with 10s up 3bps. EGB yields are mixed 

but little changed on balance as Italy’s longer-dated debt cheapens by 1–

2bps. Fed funds futures contracts are pricing the policy rate at about 1% by 

the end of next year for five more rate cuts. A real deterioration in trade and 

further escalation would make a return to the lower bound feasible as it takes 

us yet further out of the realm of what can be modelled by the Fed as one 

takeaway message from Jackson Hole. 

ON DECK FOR MONDAY, AUGUST 26 

Country Date Time Event Period BNS Consensus Latest

US 08/05 08:30 US durable goods orders Jul 1.0 1.2 1.9
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 Oil prices are up by about 50–60 cents in terms of WTI and Brent. Gold is up US$3½ which is its highest since April 2013. 

 The USD is broadly stronger against almost all major and semi-major FX crosses. Of note is that other safe havens like the 

Swiss franc and yen are depreciating to the dollar. 

German business confidence fell again. The headline reading fell by over a point to the weakest level since November 

2012 around the Eurozone crisis. The expectations component fell to its weakest reading since 2009. 

CANADA 

Canada’s calendar is empty today but bank earnings and a single macro report plus a bond auction will mildly heat things up over 

the duration of the week. 

Canada updates June and Q2 GDP growth on Friday as the only macro releases of the week. June GDP may have grown 

by 0.2% m/m. That is based upon a regression model that considers a 0.7% rise in hours worked, a 0.4% rise in retail sales 

volumes, a 0.6% rise in wholesale volumes, a 25% jump in housing starts and a small 0.2% dip in manufacturing shipment 

volumes. If that happened during June, then Q2 overall may witness GDP growth in the 3–3.5% annualized range using the 

monthly production side GDP accounts with quarterly expenditure-based GDP likely to be in a similar range upon considering the 

import and inventory contributions toward achieving such growth. 

Bank earnings will be the other main focal point this week. BNS and BMO release tomorrow morning, followed by 

National Bank on Wednesday, and then TD, Laurentian and Canadian Western Bank on Thursday. 

Canada auctions 2s on Wednesday. 

Beyond ticking the boxes on a handful of macro releases, we learned very little about the direction of Canadian monetary policy 

over the past couple of weeks. Less than a quarter point cut is priced toward year-end. The BoC remains radio silent as Governor 

Poloz offered no comments at the Fed’s Jackson Hole retreat ahead of the policy statement one week from Wednesday and the 

next day’s speech by Deputy Governor Schembri. Having said that, dismiss Q2 growth as irrelevant to the outlook for monetary 

policy. All of the risks are forward looking and Q2 growth was driven by a variety of transitory factors—weather, scaled back oil 

production cuts, unusually timed auto retooling, rebound from no growth in Q4/Q1 etc—that are likely to dissipate over H2. In 

addition to the obvious trade tensions, of particular note are developments in the oil patch. The Alberta provincial government 

extended oil production cuts on August 20th for another year to the end of 2020 in light of frustrating pipeline delays. That extends 

a minor hit to Canadian GDP into next year thanks to the partial offsets of the rise in production allotments so far since January of 

this year and the increased number of exempt firms. Oil patch investment continues to retreat. The BoC is likely to stand idly by 

next week before offering a full forecast reassessment in the October MPR. 

UNITED STATES 

The US updates durable goods orders for July this morning (8:30amET). A modest rise in plane orders—Boeing recording 

31 planes ordered last month, up from 9 in June—is expected to contribute toward a bit of a rise in headline durables. As always, 

the key will be what happens to underlying core orders excluding defense and aircraft; they had rebounded by 1.5% m/m in June 

but the forward-looking risk is obviously that of a total lock down on business investment in light of risks to the global economy 

including the US. 
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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. 1.52 1.53 1.55 1.41 1.42 1.48 1.53 1.54 1.61 2.02 2.03 2.09 Canada - BoC 1.75

CANADA 1.38 1.37 1.35 1.24 1.21 1.21 1.20 1.17 1.18 1.45 1.43 1.41

GERMANY -0.89 -0.89 -0.90 -0.88 -0.89 -0.88 -0.66 -0.68 -0.65 -0.12 -0.13 -0.14 US - Fed 2.25

JAPAN -0.31 -0.29 -0.28 -0.35 -0.32 -0.32 -0.26 -0.23 -0.22 0.16 0.21 0.22

U.K. 0.45 0.52 0.52 0.37 0.42 0.40 0.48 0.52 0.47 1.08 1.09 1.01 England - BoE 0.75

CANADA -14 -17 -19 -17 -21 -26 -33 -37 -42 -57 -60 -68 Euro zone - ECB 0.00

GERMANY -241 -243 -244 -229 -231 -236 -219 -221 -226 -214 -215 -223

JAPAN -183 -183 -182 -176 -174 -179 -179 -177 -183 -186 -182 -187 Japan - BoJ -0.10

U.K. -107 -101 -103 -104 -100 -108 -105 -102 -114 -94 -94 -108

Equities Mexico - Banxico 8.00

1 Day 1-mo

S&P/TSX -1.3 -3.0 Australia - RBA 1.00

Dow 30 -2.4 -5.7

S&P 500 -2.6 -5.9 New Zealand - RBNZ 1.00

Nasdaq -3.0 -6.9

DAX 0.6 -6.0

FTSE -0.5 -6.0

Nikkei -2.2 -6.5 Canada - BoC Sep 04, 2019

Hang Seng -1.9 -9.6

CAC 0.7 -4.4 US - Fed Sep 18, 2019

Commodities

WTI Crude 1.2 -2.5 England - BoE Sep 19, 2019

Natural Gas 1.8 1.0

Gold 0.1 7.7 Euro zone - ECB Sep 12, 2019

Silver 0.5 3.8

CRB Index -1.0 -4.8 Japan - BoJ Sep 19, 2019

Currencies

USDCAD 0.1 1.0 Mexico - Banxico Sep 26, 2019

EURUSD -0.3 -0.1

USDJPY 0.5 -2.5 Australia - RBA Sep 03, 2019

AUDUSD 0.1 -2.1

GBPUSD -0.3 -1.2 New Zealand - RBNZ Sep 24, 2019

USDCHF 0.6 -1.3

Current Rate

Central Banks
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              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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