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KEY POINTS: 

 Global asset classes little changed 

 Canadian CPI will likely drift higher on gasoline 

 UK core CPI unchanged 

 German business confidence ticks higher, still low 

 BoT strengthens currency warning 

 A nearly empty US calendar… 

 …only includes weekly oil inventories… 

 …that will keep the focus upon Trump’s pending House 

impeachment… 

 …even though it will fail in the Senate, given approval ratings 
 

INTERNATIONAL 

Global asset classes are generally little changed on balance this morning. A lack 

of major catalysts is the reason. Canada updates inflation figures and while 

headline inflation is likely to accelerate, the drivers are not expected to 

significantly translate into the average of the ‘core’ readings. German business 

confidence edged a bit higher but remains soft. UK core CPI remained 

unchanged ahead of the BoE tomorrow. The Bank of Thailand warned against 

further currency strength but the baht ignored it. The US calendar only brings 

out weekly oil inventories. The press will focus upon Trump’s almost certain 

impeachment by the House of Representatives this afternoon but the effort will 

fail in the Senate next month with Republicans in self-preservation mode. 

 Modest currency movements are driving sterling and the euro a bit weaker 

to the USD this morning along with the Mexican peso, won and some 

Scandies while CAD is among the handful of currencies appreciating ahead 

of Canadian CPI (see below). 

 Sovereign bond yields are little changed this morning across most major 

markets. 

 Equities are also generally little changed. US equity futures are flat and TSX 

futures are very slightly lower. European cash markets are little changed 

except for a slight ¼% decline in the Dax. Asian markets saw the Nikkei dip 

by ½% and the Sensex appreciate by ½% while other markets were mostly 

flat. 

ON DECK FOR WEDNESDAY, DECEMBER 18 

Country Date Time Indicator Period BNS Consensus Latest

US 12/18 07:00 MBA Mortgage Applications (w/w) Dec 13 -- -- -9.2

CA 12/18 08:30 Core CPI - Common (y/y) Nov -- 1.9 1.9

CA 12/18 08:30 Core CPI - Median (y/y) Nov -- 2.2 2.2

CA 12/18 08:30 Core CPI - Trim (y/y) Nov -- 2.2 2.1

CA 12/18 08:30 CPI, All items (m/m) Nov -0.3 -0.1 0.3

CA 12/18 08:30 CPI, All items (y/y) Nov 2.3 2.2 1.9

CA 12/18 08:30 CPI, All items (index) Nov -- 136.5 136.6

CA 12/18 08:30 Teranet - National Bank HPI (y/y) Nov -- -- 1.0
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 Oil prices are under mild downward pressure ahead of US oil inventories at 

10:30amET. WTI is off by about 30 cents. 

The Bank of Thailand surprised no one by keeping its benchmark rate 

unchanged at 1.25% overnight. Consensus was unanimous and the Monetary 

Policy Committee was also unanimous. The accompanying statement (here) struck a 

warning note on the appreciation of the Thai baht with the portion of the 

statement that is extracted below. The baht has appreciated by about 10% since July 

2018 and efforts to impede its rise have been met with no real success to date. 

“The Committee expressed concerns over baht appreciation against trading partner 

currencies, and thus saw a need to continue to closely monitor exchange rates and 

capital flows amid elevated external uncertainties. Moreover, the Committee would 

monitor the effectiveness of the relaxation of foreign exchange regulations to 

encourage capital outflows, as well as assess the necessity of implementing additional 

measures.” 

German business confidence improved again. The expectations component to 

the IFO survey of over 9,000 businesses increased for the third consecutive month. 

That joins recent improvement in the extremely volatile ZEW investor sentiment gauge. 

The composite German purchasing managers’ index that was updated at the start of 

this week had slightly improved in October and November but then stalled out in the 

December reading. See chart 1 that compares all three gauges and that makes the 

point that the IFO and PMI gauges remain depressed while IFO’s wild swings are just 

about investors chasing markets. 

UK core inflation held firm at 1.7% y/y for the third straight month as expected. 

Sterling shook off the report. Headline CPI inflation was unchanged at 1.5% y/y against 

expectations for a one-tick deceleration. Upward pressures came from food and 

beverages (+2.1% y/y, 1.4% prior) and household items (1.2% y/y, 0.9% prior). 

Offsetting downside pressures came from clothing and footwear (0% y/y, 0.5% prior) 

and restaurants and hotels (2.4%, 3.2% prior). Other categories were generally little 

changed. 

UNITED STATES 

A completely empty US calendar will provide even more focus upon the likely decision 

by the House of Representatives to make Trump the third President to ever be 

impeached. He’ll go on to a trial in the Senate in January that will most likely acquit him 

because Republicans will line up behind him and ignore his multiple obvious misdeeds 

with an eye on his base’s ongoing support. Chart 2 shows that Trump’s approval rating 

is holding at about 44% which is in the ballpark of what one might expect in a political 

duopoly within a deeply divided country in turmoil.  

CANADA 

Canada updates CPI inflation for November this morning (8:30amET). 

Consensus expects headline inflation at 2.2% y/y and Scotia is at 2.3%. The usual key 

will be what happens to the average of the three central tendency measures that 

averaged 2.07% y/y in October and that have averaged around 2.0–2.1% since May. 

Apart from three months in 2016, this has been the only stretch during Governor 

Poloz’s mandate that the BoC has been on its inflation target (chart 3). As growth 
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disappoints and modest slack is therefore widening, the durability of this target including some transitory drivers may be at risk into 

2020. 

Three effects should dominate considerations. One is that gasoline prices will exert upward pressure as weekly market prices are 

leading an expected turn higher in CPI’s gasoline component (chart 4). Two is that a shift in year-ago base effects will add several 

tenths to the year-ago inflation rate. Three is that November has become a month during which to expect seasonal softness. 

Seasonally unadjusted CPI in month-ago terms as an input to expectations for the year-ago rate didn’t always used to be soft in 

November but turned so over more recent years (chart 5).  

 

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 1.62 1.62 1.71 1.71 1.64 1.88 1.88 1.79 2.31 2.31 2.23 Canada - BoC 1.75

CANADA 1.71 1.70 1.66 1.66 1.65 1.60 1.65 1.63 1.58 1.73 1.72 1.68

GERMANY -0.63 -0.64 -0.64 -0.54 -0.55 -0.58 -0.28 -0.30 -0.32 0.24 0.22 0.21 US - Fed 1.75

JAPAN -0.12 -0.11 -0.12 -0.11 -0.10 -0.09 -0.01 0.00 0.00 0.42 0.42 0.44

U.K. 0.53 0.54 0.58 0.56 0.57 0.58 0.76 0.76 0.77 1.27 1.28 1.27 England - BoE 0.75

CANADA 8 8 4 -5 -6 -4 -23 -25 -21 -58 -59 -55 Euro zone - ECB 0.00

GERMANY -226 -226 -226 -225 -226 -221 -216 -218 -211 -207 -209 -202

JAPAN -175 -174 -173 -182 -181 -173 -190 -188 -179 -189 -189 -178 Japan - BoJ -0.10

U.K. -110 -109 -104 -115 -114 -106 -113 -112 -102 -104 -103 -95

Equities Mexico - Banxico 7.50

1 Day 1-mo

S&P/TSX 0.1 0.3 Australia - RBA 0.75

Dow 30 0.1 0.8

S&P 500 0.0 2.3 New Zealand - RBNZ 1.00

Nasdaq 0.1 3.2

DAX -0.2 0.4

FTSE 0.1 3.1

Nikkei -0.5 2.2 Canada - BoC Jan 22, 2020

Hang Seng 0.1 4.5

CAC 0.0 0.7 US - Fed Jan 29, 2020

Commodities

WTI Crude -0.4 6.4 England - BoE Dec 19, 2019

Natural Gas -1.3 -10.8

Gold 0.0 0.3 Euro zone - ECB Jan 23, 2020

Silver 0.2 1.1

CRB Index -0.4 3.0 Japan - BoJ Dec 19, 2019

Currencies

USDCAD -0.1 -0.4 Mexico - Banxico Dec 19, 2019

EURUSD -0.2 0.5

USDJPY 0.1 0.8 Australia - RBA Feb 03, 2020

AUDUSD 0.1 0.6

GBPUSD -0.3 1.1 New Zealand - RBNZ Feb 11, 2020

USDCHF 0.0 -0.8

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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