
 

January 13, 2020 @ 7:55 EST   

GLOBAL ECONOMICS 

|  DAILY POINTS 

CONTACTS     

Derek Holt, VP & Head of Capital Markets Economics  

416.863.7707 

Scotiabank Economics 

derek.holt@scotiabank.com 

 

 

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

KEY POINTS: 

 Sterling, gilts and Asian FX crosses lead global market movers 

 Weak UK indicators fan BoE easing bets 

 Asian currencies appreciate on fake trade-deal optimism 

 BoC’s BOS survey to inform business expectations 

 The BoC rolls out a new consumer survey today… 

 …that could inform wage, price and housing expectations 

 What the BoC’s trimmed mean CPI includes… 

 …and why it’s a fallacy that it excludes transitory, idiosyncratic drivers 

 Indian CPI soars, but the RBI is likely to keep looking through it 

 Quiet start in the US ahead of a heavy week… 

 …focused upon US-China trade deal, earnings, CPI, retail sales 

 Global Week Ahead 

 Scotiabank Economics forecast release today 
 

Please see the Global Week Ahead here. Key risks include: 

 US-China trade text, signing 

 US earnings 

 China’s GDP 

 China’s December releases 

 Inflation: US, UK, EZ(rev)… 

 … India, Sweden, Argentina 

 US retail, industrial output 

 BoC consumer survey 

 BoC BOS survey 

 CDN home sales 

 Fed speak 

 Taiwan’s election 

 UK trade, IP, retail 

 CBs: Korea, Turkey 
 

INTERNATIONAL 

Global markets are generally off to a quiet start to the week with the exception of 

a bit of upheaval across UK asset classes where gilts are dearer especially at 

the front-end, sterling is depreciating and stocks are outperforming the rest of 

Europe. The culprit is weak UK data and implications for the Bank of England 

ON DECK FOR MONDAY, JANUARY 13 

Country Date Time Event Period BNS Consensus Latest

CA 01/13 10:30 BoC Senior Loan Officer Survey 4Q -- -- 1.9

CA 01/13 10:30 Business Outlook Future Sales 4Q -- -- 23.0

US 01/13 10:00 Fed's Rosengren Discusses Economic Outlook

US 01/13 12:40 Fed's Bostic Discusses Outlook and Monetary Policy

US 01/13 14:00 Treasury Budget (US$ bn) Dec -- -15.0 -209

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/globalweekahead20200110.pdf
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(see below). Indian inflation soared but for reasons the RBI would likely continue to look through (see below). Asian FX is 

outperforming as markets await the text to the US-China trade deal. The US starts off quietly but faces a very active week. Canada 

packs in all of the week’s action into a pair of BoC surveys this morning (see below).  

 The USD is generally little changed but sterling is leading depreciating crosses post-data. Several Asian crosses are leading the 

appreciating currencies to the USD, like the yuan, won, rupiah and ringgit ahead of this week’s expected signing of the US-

China trade deal and presumably the text to what they are signing!  

 US and UK equities are leading the pack so far. US equity futures are up by about 1/4% or slightly more across the exchanges 

as betting on tomorrow’s start of the Q4 earnings season intensifies. The FTSE100 is up by a similar amount and 

outperforming generally flat (Paris) to lower (DAX, Spain, Madrid) European equities. Asian equities closed higher by up to 1% 

in Seoul, HK and the average of China’s mainland exchanges.  

 Most sovereign bond markets are slightly cheapening this morning with the exception of the bull flattening gilts curve post 

data.  

 Oil prices are flat. Iran’s admission that it had a spectacular and rather coincidental array of human errors that resulted in the 

downing of the Ukrainian jet with many Canadian passengers onboard is having no impact upon oil prices. They didn’t close 

the airspace during open conflict, can’t tell the difference between a military jet or missile and a passenger jet, and 

coincidentally downed the jet after reminding everyone of the similar past action by the US.  

The UK economy stumbled in November and the release of macro indicators drove a) sterling to be the weakest cross to 

the USD this morning, b) a significant bull flattener in the gilts curve, and c) richer bets that the Bank of England may ease 

as soon as the January 30th meeting. Monthly GDP fell by 0.3% m/m in November as both industrial output (-1.2% m/m, 0% 

consensus) and a monthly services index (-0.3% m/m, consensus 0%) contracted. Modest upward revisions to the industrial and 

services figures were not sufficient to tamp down the implications of the retreat in November. The decline in industrial output 

occurred across 10 out of 13 subsectors which made for high breadth to the weakness.  

India’s inflation is skyrocketing above the RBI’s 2–6% inflation target range, but likely due to narrow and transitory drivers. 

Headline inflation landed at 7.4% y/y (consensus 6.7%, prior 5.5%). That’s the highest inflation rate since about mid-2014. Food 

prices drove all of the acceleration (+14.1% y/y, prior 10%) as the housing component of CPI decelerated (4.3% y/y, 4.5% prior), 

clothing and footwear prices were tame (+1.5% y/y) and so were fuel and light prices (0.7% y/y). A 60% y/y jump in vegetable prices 

drove food price inflation and onions continue to be the dominant culprit. Onion prices have soared because of crop damage due to 

heavy rains. Onions are a staple in the Indian diet as anyone who enjoys Indian food can confirm. Prices are expected to ease in 

2020. Hiking is out of the question. As a temporary supply shock works through CPI and with negative consequences for real 

incomes particularly in regressive fashion, the RBI is more likely to ease but perhaps wait until they have cover in the inflation data. 

CANADA 

The Bank of Canada will release its two marquee surveys this morning 

(10:30amET), but perhaps not the ones you expect. The Business Outlook Survey 

is a mainstay and gets updated with survey evidence from about mid-November through 

early December and so it’s already about a month old on delivery. It would be more 

helpful to release the survey in much more timely fashion after the conclusion of the 

sampling period so as to avoid concern that its results are not as fresh as they could be. 

For example, the US-China phase one trade deal was announced on December 13th and 

even though it’s arguably the most fake trade deal in history, a measure of business 

attitudes that precedes it is of questionable use. Watch for updates to the metrics shown 

in chart 1 as well as any special questions. 
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Ordinarily, the BoC also releases its Senior Loan 

Officer Opinion Survey at the same time, but it 

will now release it later (February 14th) and in 

data format only, sans write-up. It wasn’t a big 

draw across BoC watchers anyway. 

What’s far more interesting is that the BoC 

will begin releasing the Canadian Survey of 

Consumer Expectations. Please see the 

Global Week Ahead for more on this. Briefly, we’ll 

have an eye on measures like consumers’ 

expectations for inflation, house prices, and wage 

gains and possibly measures of spending 

intentions.  

As an aside, a common impression across clients 

and general market participants is that the BoC’s 

‘core’ measures of inflation strip out components 

that may be driven by transitory, idiosyncratic 

factors. I wrote about some of these in last 

Tuesday’s morning note and emphasized how 

variables like passenger car prices and parts, 

homeowners’ replacement costs, mortgage 

interest and groceries are leading the drivers of 

overall inflation, not necessarily excluded from 

the ‘core’ measures of inflation, and driven by 

considerations that have zip to do with broad 

spare capacity considerations.  

Chart 2 shows the evidence on what’s included in 

the BoC’s trimmed CPI measure. What it does is 

that it tallies up the number of times each of the 

55 components used to compute the three ‘core’ 

measures of CPI have been included in each of 

the past twelve months of the trimmed CPI 

basket. Recall that trimmed mean CPI is a 

monthly compounded measure of weighted 

contributions to CPI after stripping out each 

month’s top and bottom 20% of components. The 

purchase of passenger vehicles component has 

been included in 9 of the past 12 months with 

USDCAD the dominant driver. Homeowners’ replacement cost has been included in 8 of the past 12 months and builder prices are 

falling as the dominant advance indicator. Mortgage interest has been included 5 out of 12 months, is driven by past BoC hikes 

and makes no sense to include in core inflation measure. Auto parts have been included every month and also have a C$ driver. 

Overall, the components that have their own unique drivers beyond broad correlations with output gaps are significantly influencing 

the core measures of inflation.  
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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 1.57 1.55 1.65 1.63 1.61 1.84 1.82 1.81 2.30 2.28 2.29 Canada - BoC 1.75

CANADA 1.66 1.65 1.63 1.62 1.60 1.59 1.61 1.59 1.58 1.71 1.69 1.69

GERMANY -0.59 -0.60 -0.63 -0.49 -0.51 -0.56 -0.18 -0.20 -0.29 0.34 0.31 0.25 US - Fed 1.75

JAPAN -0.14 -0.14 -0.15 -0.11 -0.11 -0.13 0.00 0.01 -0.01 0.44 0.44 0.41

U.K. 0.47 0.53 0.59 0.51 0.56 0.59 0.73 0.77 0.77 1.23 1.26 1.24 England - BoE 0.75

CANADA 8 8 8 -3 -3 -2 -23 -24 -23 -58 -59 -60 Euro zone - ECB 0.00

GERMANY -217 -217 -217 -214 -214 -216 -201 -202 -210 -196 -197 -204

JAPAN -171 -171 -169 -176 -174 -173 -184 -181 -182 -186 -184 -188 Japan - BoJ -0.10

U.K. -111 -104 -95 -113 -107 -102 -111 -105 -104 -107 -102 -104

Equities Mexico - Banxico 7.25

1 Day 1-mo

S&P/TSX -0.0 1.4 Australia - RBA 0.75

Dow 30 -0.5 2.4

S&P 500 -0.3 3.0 New Zealand - RBNZ 1.00

Nasdaq -0.3 5.1

DAX -0.1 1.4

FTSE 0.3 3.5

Nikkei 0.5 -0.7 Canada - BoC Jan 22, 2020

Hang Seng 1.1 4.6

CAC 0.1 2.1 US - Fed Jan 29, 2020

Commodities

WTI Crude -0.1 -1.8 England - BoE Jan 30, 2020

Natural Gas 0.4 -3.7

Gold -0.5 5.3 Euro zone - ECB Jan 23, 2020

Silver 0.0 7.4

CRB Index -0.2 0.0 Japan - BoJ Jan 21, 2020

Currencies

USDCAD -0.1 -0.9 Mexico - Banxico Feb 13, 2020

EURUSD 0.0 0.0

USDJPY 0.4 0.5 Australia - RBA Feb 03, 2020

AUDUSD 0.0 0.4

GBPUSD -0.7 -2.7 New Zealand - RBNZ Feb 11, 2020

USDCHF -0.1 -1.2

Current Rate

Central Banks

Next Meeting Date

0.4

-4.1

0.6

-0.6

1.4

-0.5

-1.5

-1.8

-3.0

1.6

0.9

-0.9

3.2

-0.0005

1.3042

1.1126

109.89

0.6903

1.2977

0.9721

-0.0008

0.0005

0.4400

0.0002

-0.0087

Level

Level

2.21

-0.31

0.01

183.82

58.97

1554.33

17.92

-0.07

-8.01

0.01

-1.9

-28.73.6

-6.8

-0.7

-1.6

14.3

20.5

14.1

% change:

1-yr

15.4

20.1

25.8

31.7

23.7

10.0

17.1

% change:

0.7

0.9

1.8

2.6

0.5

2.6

23.5

110.7

316.7

4.8

% change:

8.6

26.4

1-wk

1.0

Level

0.8

0.5

7611

23851

28955

6042

-16.2

Last

17234

28824

3265

9179

13467

Change

-1.1

-133.1

-9.3

-24.6

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):

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

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


January 13, 2020 

GLOBAL ECONOMICS 

|  DAILY POINTS 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have 

been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or 

completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct 

or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading 

strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a 

recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 

23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed 

as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may 

engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or 

disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

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. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel 

Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank 

Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of 

the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is 

authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK 

Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential 

Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available 

from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct 

Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by 

the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

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

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

