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KEY POINTS: 

 Markets are a touch more positive given prospects for fiscal relief  

 A potentially sizeable US ‘phase 3’ relief package seems narrowly 

concentrated 

 If only the world emulated Kiwis with their COVID-19 response  

 It remains bizarre to say the Fed’s aggressive stimulus isn’t working 

 UK wage growth decelerated before COVID-19 effects  

 ZEW kicks off the sentiment guides to Eurozone GDP tracking 

 US retail and industrial reports will offer stale pre-COVID-19 

assessments  

 CDN manufacturing too stale to matter 
 

INTERNATIONAL 

A slightly more positive tone is sweeping through global financial markets on 

betting that fiscal relief may be arriving to complement aggressive monetary 

policy actions. This is centered upon headlines out of the US on ‘phase 3’ relief 

targets and after New Zealand stepped up to show how it’s done. The US 

headlines are intentions relating to what might get done in the weeks ahead; 

Kiwis already got it done. 

The popular press tends to still be saying that the Fed’s aggressive actions 

failed, but it’s illogical to argue that tossing what will amount to thirteen-figured 

multi-faceted support to financial markets is a bad thing. Rather, I tend to side 

more with the arguments former NY Fed President Dudley advanced in an op-ed 

this morning. Dudley rightly notes three things. One is that the Fed measures 

are designed to prevent “the type of pernicious feedback loop that we saw 

during the financial crisis” during which market dysfunction shrank available 

credit to worthy borrowers and magnified the downturn and market effects. I’ve 

tended to argue the same thing in that the goal was to preserve proper 

functioning of the financial system’s plumbing rather than addressing a 

complicated demand and supply shock. Second, now it’s up to fiscal, health and 

regulatory policymakers to offer meaningful assistance including to households. 

Three, that the Fed may have more work to do in terms of monitoring risks and 

appropriate policies applied to CP and corporate bond and securitization 

markets.  

 

ON DECK FOR TUESDAY, MARCH 17 

Country Date Time Indicator Period BNS Consensus Latest

CA 03/17 08:30 International Securities Transactions (C$ bn) Jan -- -- -9.6

CA 03/17 08:30 Manufacturing Shipments (m/m) Jan -- -- -0.7
US 03/17 08:30 Retail Sales (m/m) Feb -- 0.2 0.3
US 03/17 08:30 Retail Sales ex. Autos (m/m) Feb -- 0.2 0.3
US 03/17 09:15 Capacity Utilization (%) Feb -- 77.1 76.8

US 03/17 09:15 Industrial Production (m/m) Feb -- 0.4 -0.3

US 03/17 10:00 Business Inventories (m/m) Jan -- -0.1 0.1

US 03/17 10:00 JOLTS Job Openings (000s) Jan -- -- 6423

US 03/17 10:00 NAHB Housing Market Index Mar -- 75.0 74.0
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  Sovereign bond curves are generally bear steepening in 2s10s terms. The US Treasury curve is slightly cheaper toward the 

front end with 10s and 30s up 5–9bps. Canada’s curve is performing similarly but with slightly less upward pressure across 

longer maturities. The same general narrative applies to gilts and bunds, but Italian spreads continue to widen across the 

curve. 

 Oil prices are up a smidge after yesterday’s sell off. WTI remains under US$30 and Brent just over US$30. Gold is down again 

by US$43 to US$1471/oz. 

 US equity futures are up by between ¾% and 1½% in the case of the Nasdaq. TSX futures are up by about 1%. European 

stock markets are very volatile and generally lower in London, Paris and Frankfurt but up in Milan and Madrid. Asian equities 

were mostly lower in the wake of the accelerated selling into yesterday’s North American close. 

 The USD is broadly stronger this morning. Most major crosses are depreciating by between ¾% and 2% to the USD. The 

greenback’s appreciation intensified after the Mnuchin headlines hit. 

There are now an estimated 183,000 COVID-19 cases worldwide and more cases outside of China (about 102k) than inside China 

(about 81k). Italy has about 28k cases, Iran 15k, Spain 10k, South Korea just over 8k, Germany just over 7½k, France just over 

6½k while the US has about 4½k and Canada about ½k. 

Those Kiwis are showing the world how to get material fiscal stimulus out the door! If only other regions followed the 

scale and swiftness of their efforts then global markets might be moving toward a better place. New Zealand’s government jacked 

up fiscal stimulus equivalent to about 4% of the size of the economy through emergency measures that were rolled out last night. 

Granted it’s a fairly modest economy, but everything in economics is relative so the size and scope of the fiscal relief package is 

substantial. Just under half (NZ$5.1 billion) of the NZ$12.1 total package was comprised of wage subsidies to businesses suffering 

sales declines of 30% or more in any month over 2020H1. Another just under NZ$3 billion goes to supporting lower income 

workers. Finance Minister Robertson said the package won’t avoid rather than mitigate the effects of how “a recession in New 

Zealand is now almost certain.” The NZ$ initially reacted positively but then depreciated as part of broad based USD strength this 

morning. 

Overnight indicators were too backward looking to matter under present circumstances, but there were only two of any remote 

consequence. 

UK wage growth ticked lower to 3.1% y/y but job growth accelerated to 184k on a three-month ago reported basis. That 

continues the decelerating wage growth rate from a peak of 3.9% y/y in July to 3.1% now. Sterling and gilts ignored it given there 

are probably downside risks to future reports amid COVID-19 effects. Still, the decelerating wage growth figures combined with 

core inflation still being below the 2% target at 1.6% y/y and trending lower since the start of 2018 providing justification for the 

Bank of England to have eased policy before the virus hit rather than only reacting thereafter. 

Guess what? Investor sentiment isn’t so rosy. Go figure. The blindingly obvious nature of this statement apparently needs data to 

support it. Enter Germany’s ZEW investor sentiment reading. The expectations component plummeted from 8.7 in February to -50 

in March. The current situation component of the reading also fell from about -16 to about -43. Still, when combined with the PMIs 

that are due out one week from today and the IFO business confidence metric the day after that, we’ll get a sense from the suite of 

sentiment gauges about how bad the growth shock to GDP is tracking as Q1 hands off to Q2. 

UNITED STATES 

Maybe there is indeed hope that the world emulates the Kiwis. Hope. We’ll see about reality. Politico noted this morning that 

unnamed officials indicate US Treasury Secretary Mnuchin is reportedly seeking stimulus equivalent to US$850 billion, or just 

under 4% of nominal GDP in 2019 and likely just over 4% of 2020 GDP given it is expected to shrink. This would be phase 

3 of the stimulus efforts and the US Senate must still first pass phase 2. The phase 3 package is likely to be concentrated upon a 

payroll tax cut and airline relief along with other possible industry measures. If that’s all it is, then it will help, but this doesn’t 

appear to include direct assistance to households. 
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A pair of stale releases arrive this morning as February readings for retail sales and industrial production land at 

8:30amET and 9:15amET respectively. Flat auto sales and flat month-over-month Johnson Redbook same store sales lend 

weak guidance to retail sales expectations. Further, most of the hording anecdotes appeared to intensify in March and so it will be 

the next month’s figures when we’re more likely to see how pandemic related spending unfolds relative to big ticket 

discretionary items. Industrial output might partly rebound from January’s dip but it will take more than a rebound in 

weather-related utilities output to matter even if it were not for the COVID-19 reset on the macroeconomic risks. 

CANADA 

Canadian market participants will focus upon the roll-out of measures announced by the Bank of Canada, Federal Government 

and CMHC yesterday. See last evening’s Closing Points for a summary of those measures with links to supporting statements and 

details. 

Canada updates manufacturing conditions way back in January. Greater uncertainty around macroeconomic releases arrives 

today given Statistics Canada moved to a work-from-home policy that suspends embargoed releases. That means the advantage 

offered to news organizations who get the data in lock-ups before the rest of the us will be gone and one should immediately go to 

the StatsCan web site (uh oh….).  
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