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KEY POINTS: 

 Risk-off on trade concerns ahead of elevated US risks 

 Powell’s JEC testimony has data on his side amidst ongoing 

uncertainties 

 House starts impeachment proceedings 

 USTR might release auto tariffs report today 

 Kiwi soars, rates get hammered by RBNZ surprise 

 UK core inflation holds steady, future downside possible 

 Swedish inflation rises slightly closer to target… 

 …in support of the Riksbank’s December hike guidance… 

 …as it expresses concern about the effects of negative rates 

 US stock valuations 
 

INTERNATIONAL  

Global asset classes are in risk-off mode following Trump’s election rally at the 

Economic Club of New York yesterday and ahead of potentially key US risks 

today (CPI, Powell, USTR, impeachment hearings, see below). Stocks were 

sent lower by the fact that Trump did not announce a potential date or 

location for signing a ‘phase one’ trade agreement with China, provided 

no hint at openness toward rolling back existing tariffs and said he’d 

ramp up tariffs if China doesn’t agree to a deal on his terms. They ignored 

Kudlow’s guidance about Tax Cuts 2.0 that is likely just the administration’s 

effort to talk up stocks as it won’t fly in this Congress in an election year 

anyway. On tariffs, it’s probably more truthful to note that China is shoving back 

saying it won’t sign anything into a Presidential election year without existing 

tariffs being removed. China is behaving sensibly in this regard in my opinion. It 

would be a joke of a trade agreement only to maintain punitive bilateral tariffs. 

This same tactic was tried by the US against Canada and Mexico after a 

NAFTA 2.0/CUSMA/USMCA deal was struck while retaining steel and 

aluminum tariffs and both Canada and Mexico refused to advance the accord in 

the presence of such tariffs. Maintaining tariffs post agreement is not 

negotiating in good faith while retaining a protectionist and isolationist bias that 

is the hallmark of this administration. My personal view remains that asset 

classes have gone too far on trade optimism. 

 

ON DECK FOR WEDNESDAY, NOVEMBER 13 

Country Date Time Indicator Period BNS Consensus Latest

US 11/13 07:00 MBA Mortgage Applications (w/w) NOV 8 -- -- 0.6

US 11/13 08:30 CPI (m/m) Oct 0.1 0.3 0.0

US 11/13 08:30 CPI (y/y) Oct 1.6 1.7 1.7

US 11/13 08:30 CPI (index) Oct -- 257 257

US 11/13 08:30 CPI ex. Food & Energy (m/m) Oct 0.2 0.2 0.1

US 11/13 08:30 CPI ex. Food & Energy (y/y) Oct 2.4 2.4 2.4

US 11/13 13:30 Fed's Kashkari Speaks in Wisconsin

US 11/13 14:00 Treasury Budget (US$ bn) Oct -- -130.0 82.8

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
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 Global sovereign bond yields are pushing lower almost everywhere. US Treasury yields are down by 3–6bps in a mild bull 

flattener full curve move. Canada’s curve is similarly rallying and so are gilts. 10 year EGB yields are down by 3–5bps in 

Germany and France but Italian spreads are widening over bunds. Only New Zealand is a major outlier after the RBNZ 

surprised (see below). 

 WTI and Brent are pushing lower by about half a buck or so. Gold is up by about US$9/oz. 

 US equity futures are down by around ½% or slightly less with TSX futures down by about ¼%. See Evan Andrade’s charts at 

the back of this note that depict relatively rich US equity valuations across multiple measures.  European cash markets are 

down by around ½% to ¾% except for bigger declines of over 1% in Milan and Madrid.  Asian markets were a sea of red 

overnight with Tokyo and Seoul down by under 1%, Hong Kong down by 1 ¾% and mainland China mixed with Shanghai 

about 0.3% lower and Shenzhen flat. 

 Currency markets are giving a bit of a boost to the NZ$ (RBNZ, see below) and safe havens like the Swiss franc and yen.  The 

USD is flat to the euro and sterling is slightly depreciating.  Higher beta crosses like CAD, the A$, won, peso and several 

Scandies are all depreciating to the USD. 

UK headline inflation fell a touch more than expected (1.5% y/y , 1.7% prior, 1.6% consensus) while core inflation 

remained unchanged at 1.7% y/y as expected.  Core inflation may face renewed downside pressure into 2020 if currency 

strength holds (chart #).  Sterling has appreciated by about 7% to the USD since the middle of August in part as Brexit risk got 

pushed out and the risk of a hard Brexit may have subsided pending the outcome of the December 12th general election.   

The Reserve Bank of New Zealand unexpectedly left its overnight cash rate at 1.0% but retained a dovish bias.  About one

-quarter of consensus expected the hold and markets were priced for a cut.  The surprise decision is making the NZ$ the strongest 

performing cross to the USD this morning.  The rates complex got hammered; the two year yield jumped by about 17bps and 10s 

jumped by 12bps for a net 2s10s bear flattener.  OIS markets now assign only about one-in-four odds of easing over 2020Q1.  The 

statement (here) explained the debate the Monetary Policy Committee had between cutting and holding as follows: 

“The Committee debated the costs and benefits of keeping the OCR at 1.0 percent versus reducing it to 0.75 percent. The 

Committee agreed that both actions were broadly consistent with the current OCR projection. The Committee agreed that 

the reduction in the OCR over the past year was transmitting through the economy and that it would take time to have its 

full effect.” 

The dovish bias came through the following reference: 

“The Committee noted that the risks to the economy in the near term were tilted to the downside and agreed it would add 

further monetary stimulus if economic developments warranted it.” 

A significant caveat is that with the stroke of a pen, the impact of the RBNZ decision on markets basically took back at least the 

September 24th rate cut through the combined rates and currency shock.   

Swedish core inflation ticked higher for the second consecutive month that arrests a prior two month deceleration.  At 

1.7% y/y, underlying CPI inflation (excluding interest rate effects) excluding energy remains below the Riksbank’s 2% goal.  

Nevertheless, it is incrementally supportive of the Riksbank’s guidance on October 24th (here) that it will “most probably” raise its 

repo rate from -0.25% to 0% at its next policy decision on December 19th.  Would it be premature to do so?  Perhaps, as this 

measure of inflation has been below target basically throughout the past decade with the brief exception of a couple of months in 

2017.  That suggests no appetite to embrace a symmetrical inflation target rather than getting antsy when inflation rises toward a 

2% ceiling.  Nevertheless, the central bank also guided that the repo rate would subsequently be “unchanged for a prolonged 

period” with its forecasts not showing another hike until the end of 2022.  The Riksbank has tended to argue that negative rates did 

their job but the net benefits may turn to costs.  That’s a perspective on negative rates one isn’t hearing so much about with all the 

clamour on this side of the pond. 

Russia updates Q3 GDP this morning (8amET) and growth is expected to mildly accelerate to around the 1½% y/y range (0.9% prior). 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.rbnz.govt.nz/news/2019/11/official-cash-rate-unchanged-at-1-percent
https://www.riksbank.se/en-gb/press-and-published/notices-and-press-releases/press-releases/2019/repo-rate-unchanged-at-05.25-per-cent/
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UNITED STATES 

US markets first face data (8:30amET), then the symbolic start of impeachment proceedings in the House of 

Representatives (10amET) and then Fed Chair Powell’s annual JEC testimony (11amET).  The timing of a possible US 

Trade Representative’s report on auto tariffs is uncertain; Fox News broke a headline about the pending report 

yesterday but I haven’t seen other outlets confirm it…. 

US CPI (8:30amET) could come under mild downward pressure with core CPI expected to be unchanged at 2.4% with only slight 

downside risk.  Consensus expects 1.7% y/y headline inflation; I’m a tick softer.  A combination of base effects, typically soft 

seasonal influences during October, and gas price changes could push the year-ago rate down to around 1.5–1.6%.   

Federal Reserve Chair Powell delivers the annual Economic Outlook before the Joint Economic Committee of the US 

Congress today (11amET) and repeats the messages before the House Budget Committee tomorrow.  There will be 

opening remarks followed by an exchange with members of Congress. Markets that have recently turned more optimistic toward US-

China trade relations may be at a point of fragility reinforced by volatile, conflicting guidance from the US administration. Powell is 

unlikely to have materially altered his thinking since the statement and press conference on October 30th (recap here). Since then, 

core PCE inflation slipped to 1.7% y/y, but nonfarm payrolls were stronger than expected, wage growth ticked up, consumption 

growth has cooled but remains healthy, and ISM metrics have improved albeit with mixed signals compared to Markit’s gauges. 

 

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/scotia-flash/scotiaflash20191030B.pdf
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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. 1.63 1.66 1.61 1.69 1.74 1.63 1.88 1.94 1.83 2.36 2.42 2.32 Canada - BoC 1.75

CANADA 1.56 1.60 1.59 1.53 1.58 1.54 1.54 1.60 1.54 1.69 1.74 1.68

GERMANY -0.62 -0.62 -0.64 -0.55 -0.53 -0.58 -0.29 -0.25 -0.33 0.23 0.28 0.20 US - Fed 1.75

JAPAN -0.19 -0.16 -0.19 -0.17 -0.15 -0.21 -0.04 -0.02 -0.08 0.47 0.49 0.41

U.K. 0.53 0.56 0.54 0.52 0.56 0.50 0.75 0.81 0.72 1.26 1.32 1.23 England - BoE 0.75

CANADA -7 -6 -2 -16 -16 -10 -34 -33 -29 -67 -68 -63 Euro zone - ECB 0.00

GERMANY -225 -229 -225 -224 -226 -221 -217 -219 -216 -213 -214 -212

JAPAN -182 -182 -180 -186 -189 -184 -192 -196 -191 -188 -192 -191 Japan - BoJ -0.10

U.K. -110 -110 -107 -116 -118 -113 -113 -113 -111 -110 -110 -108

Equities Mexico - Banxico 7.75

1 Day 1-mo

S&P/TSX 0.2 3.0 Australia - RBA 0.75

Dow 30 0.0 3.3

S&P 500 0.2 4.1 New Zealand - RBNZ 1.00

Nasdaq 0.3 5.3

DAX -0.7 5.4

FTSE -0.4 1.2

Nikkei -0.9 7.0 Canada - BoC Dec 04, 2019

Hang Seng -1.8 1.0

CAC -0.4 4.0 US - Fed Dec 11, 2019

Commodities

WTI Crude -0.6 3.2 England - BoE Dec 19, 2019

Natural Gas -1.1 17.1

Gold 0.7 -1.5 Euro zone - ECB Dec 12, 2019

Silver -0.9 -4.9

CRB Index -0.2 2.0 Japan - BoJ Dec 19, 2019

Currencies

USDCAD 0.2 0.2 Mexico - Banxico Nov 14, 2019

EURUSD -0.0 -0.2

USDJPY -0.1 0.4 Australia - RBA Dec 02, 2019

AUDUSD -0.2 0.7

GBPUSD -0.1 1.8 New Zealand - RBNZ Feb 11, 2020

USDCHF -0.3 -0.7

              Spreads vs. U.S. (bps):               
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