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KEY POINTS: 

 Risk-on sentiment has shaky trade optimism backing it 

 Weekend guidance on US-China progress…. 

 …wasn’t as clear as this morning’s market reaction would suggest 

 Another UK PMI posts a mild improvement 

 US factory orders will probably follow durables lower  

 ECB’s Lagarde to deliver her inaugural address 

 Norges Bank warns against further FX weakness  

 Ontario, Quebec to issue Fall Statements this week 

 RBA expected to hold tonight  
 

Please see the Global Week Ahead here. 

 Approaching US deadlines 

 US-China negotiations 

 CBs: BoE, RBA, Peru, Negara, BoT 

 Inflation: China, Mexico, Colombia, Chile… 

 …Brazil, Philippines, Taiwan 

 China macro 

 German macro 

 Jobs: Canada, NZ 

 CDN trade, housing 

 UK PMIs 

 US macro 

 Fed-speak 

 Earnings 

 GDP: Indonesia, Philippines 
 

INTERNATIONAL 

Global markets are in full-on rally mode and driving stocks higher and bonds 

lower. It is based upon what I think is a mixed set of guidance provided by the 

US and China regarding prospects toward a significant trade deal (see below). 

Other developments are relatively minor to start off what should be a quieter 

week for global calendar-based risk. 

 Stocks are rallying everywhere. US equity futures are up by about ½% and 

TSX futures are performing similarly. European cash markets are up by 

about 1% across the exchanges. Tokyo was shut overnight, but stocks 

rallied by about ½% at mainland China’s exchanges and about 1 ½% in HK 

and Seoul. 

ON DECK FOR MONDAY, NOVEMBER 4 

Country Date Time Event Period BNS Consensus Latest

US 11/04 10:00 Durable Goods Orders (m/m) Sep F -- -1.1 -1.1

US 11/04 10:00 Durable Goods Orders ex. Trans. (m/m) Sep F -- -0.3 -0.3

US 11/04 10:00 Factory Orders (m/m) Sep -0.4 -0.5 -0.1

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/globalweekahead20191101.pdf
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 Sovereign bond yields are up everywhere. US Treasury yields are up by about 2–4bps especially toward the longer end of the 

curve. Canadian yields are up by 3–5bps in similarly slight bear steepener fashion. Gilts and EGBs are a little cheaper in 10s 

and Japan’s market was shut. 

 Oil prices are higher by under a buck in terms of Brent and WTI. Gold is flat. 

 The USD is slightly appreciating on average and is up against sterling, the yen, Scandies and Swiss franc but little changed to 

the Euro and CAD. The rand is the best performing cross and must have liked the outcome of the Rugby World Cup! 

Another weekend, another round of mixed guidance toward the prospects of a meaningful US-China trade deal. US 

Commerce Secretary Wilbur Ross said the two countries were “very far along” a trade deal and held a side meeting with Chinese 

Premier Li, but then walked some of that back by noting “We’re in good shape, we’re making progress, and there’s no natural 

reason why it couldn’t be. But whether it will slip a little bit, who knows. It’s always possible.” Ross also danced around the issue of 

whether the Trump administration would go ahead with the next planned tariff hike in mid-December. Meh, buy stocks, ditch bonds 

is the market reaction. 

Taoran Notes, which is among the forms of social media used by China’s Communist Party, stated on Saturday “ For 

China, removing all the additional tariffs is a core concern that has not changed and will never change; even if there is a first phase 

deal, this core concern should be reflected.” It isn’t entirely clear from this language what is meant by “should be reflected”, but it 

raises the prospect that even a limited phase one deal would have to include some tariff reversals in order to get China on 

side. Beyond that, the initial deal’s outlines appear to be rather limited and focused upon increasing China’s agricultural 

purchases from the US at a rate that has been previously viewed with skepticism, perhaps partially liberalizing China’s financial 

services market, and perhaps a toothless scout’s honour kind of currency provision as in the USMCA/CUSMA deal and the KORUS 

deal. The US appears to be offering very little in exchange for modest gains which is why the focus is upon eliminating the threat of 

another tariff hike in mid-December and reversing at least some of the ones that have been enacted to date while the US has been 

either noncommittal in comments or stated that maintaining tariffs to date will be necessary through an enforcement period.  

The Reserve Bank of Australia is expected to hold its cash rate target at 0.75% this evening (10:30pmET). Inflation 

increased a tick to 1.7% y/y in recent figures for Q3 and there is some distance from the trough of 1.3% in Q1. The unemployment 

rate ticked lower to 5.2% in September which satisfies slight progress on another metric the central bank has been watching this 

year. Potential progress in US-China trade negotiations will be monitored while the Fed’s signal that it is done easing (for now) 

lessens some pressure upon other central banks. 

Norges Bank Governor Øystein Olsen delivered another shot across the bow of currency traders this morning, but they 

didn’t pay much heed. The Governor observed that the krone has been weaker than what the fundamentals have 

supported. The currency has depreciated by about 7% to the USD since the end of June. There was no accompanying text, but his 

slides (here) provided some supporting points by noting the disconnect between the krone and oil prices, as well as other 

fundamentals. Given the potential influence upon inflation, Olsen noted that further weakness could mean the central bank “would 

have to react.” This builds upon language in the policy statement that guided how “the weak krone may result in higher inflation 

ahead.” It’s never clear that central banks in small to mid-sized economies can sustainably affect the direction of their currencies 

over time. That may be evidenced by the fact that Norges Bank has hiked its policy rate by 100bps since September 2018 

including three hikes this year, and yet the krone has depreciated. Nor is it clear that currency moves carry much more than 

transitory effects upon inflation. Plus, markets have seen plenty of occasions when central banks that think they’re right and 

markets are wrong have only set themselves up for painful lessons. Nevertheless, in the interim period, currency weakness is 

likely a hawkish risks to the central bank’s guidance that the policy rate would be unchanged “in the coming period.”  

Markets will have an eye on ECB President Lagarde’s inaugural speech four days into her new job. She speaks at 

2:30pmET. So far, everything she has said has largely echoed outgoing President Draghi’s assessments which is natural, 

and I doubt she’ll signal a notable shift today. Her past background as France’s finance minister before becoming head of the IMF 

might have her driving the case for fiscal stimulus, but tell me where that has sustainably worked to boost inflation. Japan? The US 

after the TCJA and Feb’18 spending bill?? Canada after it rained manna from heaven down upon parents with the fiscal boosts 

from child benefit hand-outs and underperforming infrastructure stimulus???  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://static.norges-bank.no/contentassets/93b781f923874a97ada7e097ff4c428a/speech_2019_11_04_olsen.pdf?v=11/03/2019143332&ft=.pdf
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Noisy UK data showed an upward wiggle but one that is nowhere close to signaling a meaningful break-out. The 

construction sector’s purchasing managers’ index increased to 44.2 (43.3 prior) which signals a slightly slower pace of contraction. 

This adds to slight progress in the manufacturing PMI that last Friday increased to 49.6 (48.3 prior). The services and composite 

PMIs are due out tomorrow morning.  

UNITED STATES 

US markets face a relatively quiet week in terms of calendar based risk before key November deadlines approach, as argued in 

the week ahead. Only factory orders are due out this morning (10amET). They are expected to follow the already-known weakness 

in durable goods orders (-1.1% m/m) and tack on about half of the report that is comprised of less volatile orders for nondurable 

goods. 

CANADA 

Canada will be dead quiet and follow the global market tone today, but the back half of the week will heat up. The macro 

calendar will focus upon jobs on Friday with expectations outlined in the Global Week Ahead. 

In addition, Scotia’s Marc Desormeaux notes that Canada’s two largest provinces will release mid-year financial updates for 

fiscal year 2019–20 (FY20) this week. Both Ontario and Quebec are poised to improve upon the debt and deficit 

trajectories outlined in their spring budgets. 

On Wednesday, Marc advises that Ontario will report an FY20 deficit less than the $10.3 bn anticipated as of the plan tabled in 

April, building on the significantly narrower-than-forecast $7.4 bn FY19 shortfall unveiled in September. The Province has 

reiterated that it is “broadly committed” to strengthening business competitiveness in the lead-up to the fiscal plan, and may 

supplement to the Ontario-specific accelerated capital cost allowance announced in April. It has also hinted at further action to 

address housing affordability. For our part, we’ll be looking at whether schedule changes related to federal infrastructure 

program—responsible for a substantial expenditure undershoot in FY19—alter outer-year balance projections. 

Quebec`s political issues grabbed headlines in the late stages of the 2019 federal election campaign, but we expect economic 

conditions to dominate its fiscal update on Thursday. La Belle Province’s remarkable string of above-trend output gains has 

persisted in 2019. We now foresee a 2.4% expansion this year, in stark contrast to the 1.8% rise forecast by the Government in 

the March 2019 budget and a rate that should put Quebec at the top of the provincial growth table for the first time in recorded 

history. That economic growth helped lift own-source receipts 1.3% higher than year-earlier levels from April to June 2019—versus 

a rise of just 0.6% penciled in for FY20 as of March—and sets the stage for yet another revenue windfall. 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
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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. 1.58 1.55 1.64 1.58 1.54 1.66 1.75 1.71 1.84 2.24 2.19 2.34 Canada - BoC 1.75

CANADA 1.58 1.55 1.71 1.51 1.46 1.64 1.50 1.44 1.62 1.65 1.60 1.76

GERMANY -0.66 -0.66 -0.65 -0.61 -0.61 -0.58 -0.37 -0.38 -0.33 0.17 0.15 0.20 US - Fed 1.75

JAPAN -0.26 -0.26 -0.21 -0.30 -0.30 -0.24 -0.18 -0.18 -0.12 0.35 0.35 0.41

U.K. 0.52 0.52 0.54 0.47 0.46 0.51 0.68 0.66 0.72 1.19 1.17 1.23 England - BoE 0.75

CANADA 1 -0 6 -7 -8 -2 -25 -27 -22 -58 -59 -58 Euro zone - ECB 0.00

GERMANY -223 -221 -229 -219 -216 -225 -212 -209 -217 -206 -204 -213

JAPAN -184 -182 -185 -188 -184 -191 -193 -189 -196 -189 -184 -193 Japan - BoJ -0.10

U.K. -105 -103 -110 -111 -108 -115 -107 -105 -112 -105 -103 -110

Equities Mexico - Banxico 7.75

1 Day 1-mo

S&P/TSX 0.7 0.9 Australia - RBA 0.75

Dow 30 1.1 2.9

S&P 500 1.0 3.9 New Zealand - RBNZ 1.00

Nasdaq 1.1 5.1

DAX 1.3 9.3

FTSE 1.1 3.1

Nikkei -0.3 6.7 Canada - BoC Dec 04, 2019

Hang Seng 1.6 6.7

CAC 1.0 6.0 US - Fed Dec 11, 2019

Commodities

WTI Crude 1.2 7.7 England - BoE Nov 07, 2019

Natural Gas 3.8 19.8

Gold -0.1 0.5 Euro zone - ECB Dec 12, 2019

Silver 0.4 5.9

CRB Index 0.6 4.5 Japan - BoJ Dec 19, 2019

Currencies

USDCAD 0.1 -1.2 Mexico - Banxico Nov 14, 2019

EURUSD -0.1 1.6

USDJPY 0.2 1.4 Australia - RBA Nov 04, 2019

AUDUSD 0.0 2.0

GBPUSD -0.2 4.7 New Zealand - RBNZ Nov 12, 2019

USDCHF 0.2 -0.8

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):

2-YEAR 5-YEAR 10-YEAR 30-YEAR
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1.9

1.4

-0.0

-10.0

22.7

25.4
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2.82

1.04

0.10

181.31

56.85

1513.00

18.12

0.65

-1.40

0.07

0.0022

1.3156

1.1157

108.40

0.6905

1.2915

0.9879

0.0014

-0.0009
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0.0001

-0.0031

Current Rate

Central Banks

Next Meeting Date
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