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KEY POINTS: 

 Markets digest wave of post-Fed global central bank decisions 

 BoJ’s decisions are already being tested by sub-target 10 year JGB 

 SNB reduces effects of negative rates on banks 

 BoE unanimously holds, guides hikes if a smooth Brexit occurs… 

 …and policy ambiguity should a no-deal Brexit outcome transpire 

 Norges Bank capitalizes on a last chance to hike 

 Bank Indonesia cuts as expected, eases macropru policies 

 A$ softens on RBA bets despite a headline job gain… 

 …as measures of labour slack increased 

 CBCT holds as expected 

 OECD revises growth forecasts lower as a lagging assessment 

 NZ GDP softens but beats consensus 

 US home resales expected to soften 

 US Philly Fed softens, but jobs and inflation components rise 

 Canadian jobs naysayers just suffered another body blow… 

 …as ADP’s gain reinforces the LFS rise… 

 …and Canada’s job market remains booming by all three measures 
 

INTERNATIONAL 

Every other central bank that had not spoken up yet generally did so overnight 

into this morning. There were differences in direction across multiple measures 

from rates through protection against negative rates and macroprudential 

policies as well as in terms of the communicated bias. Each of the BoE, BoJ, 

SNB, Norges, Bank Indonesia and CBCT weighed in and highlights are offered 

below. The Fed followed through on yesterday’s communications (recap here) 

with another successful effort by the NY Fed to calm rates markets through a full 

take-up US$75 billion repo offering that continues to calm down short-term rates. 

The RBA remains in play over the duration of this year as measures of labour 

slack increased. The OECD’s lagging forecasts downgraded the world outlook. 

US markets will focus upon a trio of modest macro releases and an auction (see 

below) while Canada received more evidence that job growth is ripping. 

 

ON DECK FOR THURSDAY, SEPTEMBER 19 

Country Date Time Indicator Period BNS Consensus Latest

CA 09/19 08:30 Teranet - National Bank HPI (y/y) Aug -- -- 0.4

CA 09/19 08:30 ADP Canada Aug. Payroll Estimates

US 09/19 08:30 Current Account (US$ bn) 2Q -- -127.8 -130.4

US 09/19 08:30 Initial Jobless Claims (000s) Sep 14 210 212 217

US 09/19 08:30 Continuing Claims (000s) Sep 7 1670 1670 1662

US 09/19 08:30 Philadelphia Fed Index Sep 12.0 11.0 16.8

US 09/19 10:00 Existing Home Sales (mn a.r.) Aug 5.33 5.4 5.4

US 09/19 10:00 Existing Home Sales (m/m) Aug -1.7 -0.9 2.5

US 09/19 10:00 Leading Indicators (m/m) Aug -- 0.1 0.5
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 Currency markets are somewhat divided. The Swiss franc and yen are picking up some safehaven flows, the euro and related 

crosses are appreciating to the USD and so are CAD and the Mexican peso. The A$ is among the laggards following a rise in 

labour slack that fed RBA expectations. 

 Sovereign bond yields are mixed. US Treasury yields are falling by about 4bps across the curve. Canada’s curve is 

underperforming and slightly bull flattening in 2s10s. Gilts are a touch richer, while EGBs are flat (German 10s) to slightly 

cheaper. The BoJ’s overnight communications are already being tested by markets that are pushing the 10 year JGB yield to  

-23bps and thus below the lower limit of the 0% +/- 20bps target range. 

 US equity futures are up by under ¼% with TSX futures performing similarly. European cash markets are up by around ½% on 

balance but with stronger gains in Italy and Spain. 

 Oil is up by between 85 cents (WTI) and $1.4 (Brent) on renewed uncertainty toward the speed of recovery in Saudi Arabia’s 

output. Gold is up by about US$10. 

Norges Bank volunteered to be the shock in the shock versus control experiment. Every researcher loves some episodes as 

they give something to evaluate by way of out of sample experiences. The shock is going it alone with another rate hike versus the 

control sample being, well, every other central bank that is easing or that is at least neutral. The central bank raised its deposit rate by 

25bps to 1.5% but may have done so with a sense of this being the potentially last chance to sneak in some tightening. 15 out 

of 26 expected a hold. The statement (here) noted that underlying inflation is close to the inflation target, but did not acknowledge that it 

has been falling from a peak of 2.7% back in March to 2.1% in August and with further downward pressure likely. Is it hiking with an eye 

on backward inflation readings instead of forward risks? The central bank’s own forecast expects inflation to drop to 1.8% next year and 

1.95% in 2021. Financial stability considerations were also a part of the decision as the central bank noted that a hike “may also 

mitigate the risk of a renewed acceleration in debt growth and house price inflation.” On forward guidance, Governor Øystein noted that 

“the policy rate will most likely remain at this level in the coming period.” The Monetary Policy Report (here, page 36, chart 5.4) 

indicated that the hike cycle is over and revised the future projected base case path for the deposit rate to be slightly lower over 2021–

22. Having said that, the fan chart for their model driven rate path at varying levels of confidence remains a mile wide (see chart). 

New Zealand’s economy slightly outperformed expectations by posting Q2 GDP growth of 0.5% q/q (seasonally adjusted, 

non-annualized) which was a tick above consensus. Year-ago growth cooled to 2.1% y/y which was a tick above consensus and 

the slowest growth since The NZ$ nevertheless depreciated for other reasons overnight and beginning well after the release of the 

growth figures and that may have been partly due to spillover effects from Australia. 

The Bank of England unanimously decided to leave its Bank rate unchanged at 0.75% in a 9–0 vote. No policy measures 

were altered in the statement-only affair (statement here). The BoE continues to indicate policy ambiguity in response to a 

potential no-deal Brexit with the word being referenced seven times in the statement: 

“In the event of a no-deal Brexit, the exchange rate would probably fall, CPI inflation rise and GDP growth slow. The 

Committee’s interest rate decisions would need to balance the upward pressure on inflation, from the likely fall in sterling 

and any reduction in supply capacity, with the downward pressure from any reduction in demand. In this eventuality, the 

monetary policy response would not be automatic and could be in either direction.” 

Should a smooth Brexit proceed, then the BoE guides that rate hikes would be likely: 

“In the event of greater clarity that the economy is on a path to a smooth Brexit, and assuming some recovery in global 

growth, a significant margin of excess demand is likely to build in the medium term. Were that to occur, the Committee 

judges that increases in interest rates, at a gradual pace and to a limited extent, would be appropriate to return inflation 

sustainably to the 2% target.” 

Just before the BoE communications, UK retail sales fell by 0.2% m/m including fuel and -0.3% excluding fuel but they were 

revised up a little to 0.4% m/m growth by both measures in July.  

The Bank of Japan left all of its policy measures intact but hinted that it is engaging in a deeper review of the economy 

and inflation dynamics that stirred expectations for potential further easing perhaps as soon as the next meeting on October 31st. 

The BoJ’s statement (here) added that “Downside risks concerning overseas economies seem to be increasing, and it also is 
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necessary to pay close attention to their impact on firms’ and households’ sentiment in Japan.” Governor Kuroda’s press 

conference noted more openness toward possible easing which may be consistent with the tone of global developments since the 

last discussion. Kuroda gave a nod to concerns about the slope of the JGBs curve and the desire for a steeper curve with the 10 

year JGB yield pushing toward the lower limit of the central bank’s around 0% +/-20bps range, but he took some of that back by 

essentially noting maybe there’s a reason for the yield to be pushing so low. 

Bank Indonesia met expectations for a 25bps rate cut that brought its seven day reverse repo rate down to 5.25%. The 

rate has dropped by 75bps since June. The accompanying statement (here) also noted that macroprudential policy was being 

eased to “increase bank lending capacity and catalyse demand for new loans” and did so by relaxing loan-to-value and financing-

to-value ratios for property loans by 5%, lowering down payments required for auto loans and lowering LTV ratios for ‘green’ 

property and auto loans effective December 2nd. The combined effects reinforce one another with an orientation toward stimulating 

growth in the context of a strengthened rupiah and 3.49% y/y inflation that is projected to be below the 3.5% mid-point of the 2.5–

4.5% inflation target range and within the 2–4% inflation target range for 2020. 

The Swiss National Bank took a page from the ECB’s recent playbook and offered some relief to banks against the 

effects of negative rates. While it left its deposit rate unchanged as expected at -0.75%, the SNB raised the exemption threshold at 

which point negative rates begin to apply to reserves from 20 times the minimum reserve requirement to 25 times. SNB had a 

tiering system before the ECB, but made it a bit more generous. The SNB also revised growth and inflation forecasts lower. 

The Central Bank of China Taiwan (CBCT) left its benchmark rate unchanged at 1.375% as universally expected.  

Australia’s jobs report looked good across the headline but added to market expectations for potentially further easing 

by the Reserve Bank of Australia. The country added 34,700 jobs after a 36,400 gain the prior month that was revised 

down a little from 41,100. However, all of the jobs were part-time (50,200) as full-time jobs fell by 15,500 and the unemployment 

rate ticked higher to 5.3%. That was because the job gain was offset by more entrants to the labour market as the participation 

rate increased to 66.2%. The A$ was weakening into the figures but the depreciation acceleration when they hit. At its last policy 

decision on September 3rd, the RBA indicated that while it was willing to cut its policy rate by more if needed, and has previously 

guided that the unemployment rate and measures of slack in the job market that are restraining wage growth may merit easing. 

Australian wage growth excluding bonuses has been parked at 2.3–2.4% y/y for the past four quarters. 

The OECD revised down growth forecasts in its semi-annual retake this morning (chart 2). World growth was revised 

lower to 2.9% this year (from 3.2% previously) and 3.0% next year (3.4% previously). Most countries and regions were revised 

lower as shown in the chart. To a large degree, the OECD and IMF forecasts are usually lagging takes on global developments by 

the time forecasting by international committee gets around to a consensus view. Therefore it’s always questionable what new 

information is revealed to markets when their forecasts are revised. 

UNITED STATES 

A trio of relatively minor macro reports and a 10 year TIPS reopening at 1pmET will offer 

somewhat of an anti-climactic round of considerations following the Fed’s communications. 

Please go here for a recap of the Fed’s overall set of communications. The New York Fed’s 

US$75 billion repo operation made further progress toward calming short-term rates 

markets this morning. 

The Philly Fed’s business outlook measure slipped to 12.0 (16.8 prior, 10.5 

consensus) and hence roughly in line with expectations for such a volatile reading. The 

underlying components were mixed as new orders slipped somewhat but employment 

accelerated and so did prices, both received and paid. On balance, the net outcome is 

marginally more tilted toward inflation evidence. 

Weekly jobless claims were unchanged at 208k (206k prior). They’ve marginally fallen 

somewhat into the reference period for nonfarm payrolls compared to the August reference 

period. 
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The US will also release existing home sales for August this morning (10amET). After a 

2.5% rise in July, consensus is almost universally going with some moderation. What 

informs this view is that pending home sales fell by 2.5% m/m in July in a reversal of the 

prior month’s strength and that pending sales turn into completed resales within 30–90 

days once the paperwork has all settled. Nevertheless, the trend has been noticeably 

more favourable over the course of the year.  

CANADA 

So, you still don’t believe the 81,100 jobs that StatsCan reported to have been created in the 

month of August when it released its Labour Force Survey on June 6th? There is some merit 

to downplaying the exact reading given a mile wide confidence interval, but even the lower 

bound of that interval would have been strong. Now, how about the ADP payroll gain of 

49,300 last month that was reported this morning? Monthly gyrations in these measures and 

whether they line up are usually best to downplay, but it doesn’t hurt that ADP reinforced the 

strong gain in its payrolls measure that StatsCan’s household survey indicated.  

The main focus should remain upon evaluating reported gains in all three sources for jobs estimates since Canada experienced an 

inflection point in job growth after mid-2016. Chart 4 provides this depiction. Since then, ADP payrolls have risen by 950k, LFS has 

risen by 1.07 million and SEPH payrolls have been up by 947k. The latter, however, lags with data only up to June and July on tap 

for release on September 26th which remains an unacceptable lag in the StatsCan payroll survey by comparison to the other two 

and by comparison to the simultaneous release of both the household and payroll surveys in the US, an economy roughly eleven 

times larger than Canada’s.  

 

 

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. 

0

200

400

600

800

1000

1200

ADP LFS SEPH

Sources: Scotiabank Economics, StatsCan, ADP 
Research Institute.

# of jobs gained since 
July '16, 000s SA

Canadian Job Growth 

Fixed Income

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

U.S. 1.73 1.76 1.72 1.64 1.68 1.64 1.76 1.80 1.77 2.21 2.24 2.26 Canada - BoC 1.75

CANADA 1.59 1.60 1.60 1.44 1.46 1.46 1.42 1.43 1.45 1.57 1.59 1.67

GERMANY -0.72 -0.73 -0.72 -0.71 -0.72 -0.74 -0.51 -0.51 -0.52 0.02 0.02 0.04 US - Fed 2.00

JAPAN -0.29 -0.27 -0.28 -0.32 -0.29 -0.30 -0.21 -0.18 -0.21 0.33 0.33 0.29

U.K. 0.51 0.51 0.55 0.45 0.46 0.50 0.63 0.64 0.67 1.04 1.06 1.14 England - BoE 0.75

CANADA -14 -16 -12 -20 -22 -18 -35 -36 -32 -64 -66 -59 Euro zone - ECB 0.00

GERMANY -244 -249 -244 -236 -240 -238 -227 -231 -229 -219 -223 -222

JAPAN -202 -203 -200 -196 -197 -194 -198 -198 -198 -188 -191 -196 Japan - BoJ -0.10

U.K. -122 -125 -118 -120 -122 -114 -113 -115 -110 -116 -118 -112

Equities Mexico - Banxico 8.00

1 Day 1-mo
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Commodities
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