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KEY POINTS: 

 Global asset classes little changed 

 Whistleblower testimony could bring more political risk to markets 

 Will Banxico cut today? 

 US Q2 GDP expected to be unchanged 

 US home sales are having a good year 

 Advance reading on US trade deficit due 

 A non-permanent Brexit backstop is still no solution 

 Philippines cuts, guides more to come despite upside inflation risk 

 US to auction 7s 
 

INTERNATIONAL 

Global markets may face added US political risk this morning and asset classes 

are generally little changed ahead of expected developments (see below). US 

macro releases should be fairly light in nature. Scotia’s Mexican economics 

team has a significantly off-consensus call for Banxico’s rate decision this 

afternoon. 

 US equity futures are up by about ¼% and TSX futures are very slightly 

positive. European cash markets are up by between ¼% (Spain) and over 

1% (London). 

 Currency markets are generally little changed with outliers including an 

appreciating NZ$ and A$ plus a mild gain in Cad, while the Swiss franc 

leads decliners. The Euro, sterling, yen and Mexican peso are all largely 

flat. 

 Sovereign bond yields are little changed with very slightly dearer US 

Treasuries and Canada and little changed across gilts and EGBs. 

 Oil prices are flat and so is gold. 

Scotia has a deep out of consensus call for Banxico this afternoon 

(2pmET). Twenty-three out of 25 expect a 25bps cut, one expects a 50bps cut, 

and Scotia’s Mexican economics team expects a hold. See the Global Week 

Ahead for a further discussion.  

Bangko Sentral ng Pilipinas did what everybody expected and cut its 

overnight borrowing rate by 25bps to 4% this morning. Since easing began 

ON DECK FOR THURSDAY, SEPTEMBER 26 

Country Date Time Indicator Period BNS Consensus Latest

US 09/26 08:30 GDP (q/q a.r.) 2Q T 2.0 2.0 2.0

US 09/26 08:30 GDP Deflator (q/q a.r.) 2Q T -- 2.4 2.4

US 09/26 08:30 Initial Jobless Claims (000s) Sep 21 210 211 204

US 09/26 08:30 Continuing Claims (000s) Sep 14 1665 1666 1670

US 09/26 08:30 Wholesale Inventories (m/m) Aug P -- 0.1 0.2

US 09/26 10:00 Pending Home Sales (m/m) Aug -- 0.9 -2.5
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in May, the central bank has cut by a cumulative 75bps. The statement (here) included dovish forward guidance that explicitly 

noted “the benign inflation outlook provides room for a further reduction in the policy rate to support economic growth and reinforce 

market confidence.” The peso had been strengthening into the statement and depreciated only slightly thereafter to remain 

stronger on balance overnight. What markets may not have liked could have been guidance toward upside risks to inflation in 2020 

given oil markets and geopolitical considerations and the effects of the African Swine Fever on food prices. 

Brexit developments continue to go nowhere fast. Some headlines hit earlier this morning about the UK and EU ‘discussing’ a non-

permanent backstop solution to the vexing, intractable problem of how to treat the Irish border in the wake of the UK’s 

withdrawal from the EU. This doesn’t sound terribly innovative and doesn’t mean there is agreement. Recall that the 

options to date have included a permanent backstop that would keep Northern Ireland in the EU while England, Scotland and 

Wales exit. Pro-Brexiteers like PM Johnson object to this because it would permanently tie the UK to the EU single market and 

customs union. Another option is to keep all of the UK in the EU in a customs union that would eliminate the problem of the Irish 

border. This proposal is what sank former PM May’s deal because of the same fear that it would keep the UK forever tied. So what 

would a non-permanent backstop do? It would probably just keep the UK in a customs union and postpone decision day regarding 

what to do with the border until some unknown point in the future that would encounter the same stumbling blocks. Brexit 

supporters like Johnson desire getting rid of the backstop entirely but stand in favour of unclear options on how to manage the 

border. Some of these were proposed by the Alternative Arrangements Commission and included options such as use of 

technological solutions, the implementation of a trusted traders program and a limited single market for Northern Ireland and the 

Republic of Ireland for food standards. 

UNITED STATES 

Potentially further political risk may dominate limited calendar-based risk derived from three macro releases and a bond auction. 

Impeachment developments will take another step forward today through possibly further revelations within the whistleblower 

claims against President Trump. The written details were not made public yesterday as they only went to House and Senate 

intelligence panels, but we could hear more today. Acting Director of National Intelligence Joseph Maguire will testify in an open 

session before the U.S. House of Representatives’ Permanent Select Committee on Intelligence at 9amET. You can watch it live 

here if so desired.  

Macro releases will include: 

 US Q2 GDP revisions (8:30amET): No change is expected in the final revision. The initial 2.1% reading was revised to 

2.0% and the second revision is expected to leave it at that. This is, however, the round that more fully captures figures on 

services spending. 

 US advance trade balance August (8:30amET): consensus expects little change partly given only slightly softer oil 

prices compared to the prior month. 

 US pending home sales August (10amET): A rebound is expected from the drop in July. The trend has remained 

upward over the course of the year to date just as it has for new home sales (chart 1).  

The US Treasury will auction off 7s at 1pmET. 

 

 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
http://www.bsp.gov.ph/publications/media.asp?id=5149
https://www.youtube.com/watch?v=G_efr_kzSZs#action=share


September 26, 2019 

GLOBAL ECONOMICS 

|  DAILY POINTS 

3 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

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. 1.67 1.68 1.74 1.60 1.61 1.66 1.72 1.74 1.79 2.17 2.19 2.23 Canada - BoC 1.75

CANADA 1.58 1.59 1.60 1.42 1.43 1.46 1.39 1.40 1.43 1.56 1.57 1.58

GERMANY -0.74 -0.73 -0.72 -0.76 -0.75 -0.71 -0.58 -0.58 -0.51 -0.10 -0.09 0.01 US - Fed 2.00

JAPAN -0.33 -0.34 -0.29 -0.37 -0.38 -0.32 -0.25 -0.26 -0.21 0.33 0.37 0.33

U.K. 0.46 0.46 0.52 0.38 0.38 0.46 0.54 0.54 0.64 0.97 0.96 1.06 England - BoE 0.75

CANADA -9 -9 -14 -18 -18 -20 -33 -34 -35 -61 -62 -65 Euro zone - ECB 0.00

GERMANY -242 -242 -246 -236 -236 -237 -230 -231 -229 -227 -228 -222

JAPAN -200 -202 -203 -197 -199 -198 -196 -199 -200 -183 -182 -190 Japan - BoJ -0.10

U.K. -122 -123 -122 -123 -123 -120 -117 -120 -115 -120 -122 -117

Equities Mexico - Banxico 8.00

1 Day 1-mo

S&P/TSX -0.1 4.3 Australia - RBA 1.00

Dow 30 0.6 4.1

S&P 500 0.6 3.7 New Zealand - RBNZ 1.00

Nasdaq 1.0 2.8

DAX 0.5 5.5

FTSE 1.1 3.9

Nikkei 0.1 8.8 Canada - BoC Oct 30, 2019

Hang Seng 0.4 1.4

CAC 0.8 5.2 US - Fed Oct 30, 2019

Commodities

WTI Crude -0.1 5.2 England - BoE Nov 07, 2019

Natural Gas 0.8 13.0

Gold 0.1 -1.4 Euro zone - ECB Oct 24, 2019

Silver 0.1 8.9

CRB Index 0.2 4.8 Japan - BoJ Oct 31, 2019

Currencies

USDCAD -0.2 -0.1 Mexico - Banxico Sep 26, 2019

EURUSD -0.1 -1.5

USDJPY -0.1 1.5 Australia - RBA Oct 01, 2019

AUDUSD 0.2 -0.2

GBPUSD -0.0 1.1 New Zealand - RBNZ Nov 12, 2019

USDCHF 0.3 1.6

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 
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