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KEY POINTS: 

 Risk sentiment turns positive on Fed announcements 

 FOMC dramatically expands stimulus supports… 

 …with entirely new facilities the showstopper… 

 ...that bring stimulus to main street... 

 …while shifting to open-ended QE 

 US fiscal stimulus bill is getting closer… 

 …as details are haggled over but broad agreement exists  

 BoC’s BA facility fires up today  

 Very light global calendar-based risks 

 CDN wholesale trade  

 Global Week Ahead 
  

Please see the Global Week Ahead — Boomeranged here. Key risks this week 

will include: 

 COVID-19 

 CB policy implementation  

 CBs: BoE, BoT, BanRep 

 US fiscal stimulus 

 Ontario’s mini-budget 

 US jobless claims, PCE, durables 

 PMIs: Eurozone, UK, US (Markit) 

 Other US macro 
 

INTERNATIONAL 

Global markets turned on a dime as the Federal Reserve jumped in with a major 

expansion of its stimulus efforts this morning. Those efforts are summarized 

below and go far beyond the switch to open-ended QE by embracing entirely 

new programs and expanding prior ones. The aim of the overall suite is much 

more targeted toward bridging a serious cash flow hit to the US economy across 

households, businesses and governments. The overall efforts bring stimulus to 

markets but at least as importantly more directly to the main street economy and 

that was sorely missing in earlier efforts.  

US fiscal stimulus is also coming, just probably not today. The important point to 

emphasize is the broad agreement on the main features of the stimulus efforts 

and not to assume that the relatively minor disagreements will prevent a bill from 

passing. That said, President Trump’s awful crisis stewardship including his long 

period of denial that the COVID-19 virus was a threat, his foot dragging and his 

divisiveness are directly responsible for having prevented a bill from being much 

more timely. 

ON DECK FOR MONDAY, MARCH 23 

Country Date Time Event Period BNS Consensus Latest

CA 03/23 08:30 Wholesale Trade (m/m) Jan -- -- 0.9

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/globalweekahead20200320.pdf
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  US equity futures had been pointing toward 3–4% losses before the Fed announcements but are now up by 2%+. TSX futures 

have also swung in to the black at just over +2%. European equities were down by around 4% or so across all exchanges 

before the Fed announcements and have since swung toward smaller losses. Stocks sold off in Asia by 3–5% across most of 

the exchanges except for a bigger loss in India’s Sensex (-13%) and a 2% rally in the Nikkei with Japan returning from holiday.  

 The US Treasury curve was bull flattening in 2s10s before the announcements but is now little changed except for a 9bps 

jump in 30s. Canada’s curve is rallying across maturities by 3–6bps. The gilts curve is dearer by 6–9bps across maturities. 

EGBs are mixed with 10 year yields down 3–4bps in Germany and Italy, flat in France and cheaper across the periphery. 

 Oil prices are mixed but WTI swung a little more positive to just over $23 after the Fed announcements. Brent is just over 

US$26. Gold swung from flat to up US$19/oz to US$1518. 

 The USD was little changed on balance before the Fed announcements but swung toward depreciation thereafter. The 

strongest crosses are the higher beta Scandies, Euro, A$, yen and Swiss Franc. CAD, sterling, the Mexican peso and others 

are depreciating. 

UNITED STATES 

The Federal Reserve introduced added measures this morning. The FOMC issued another unanimously supported statement 

(here) and new measures (here). A summary of the Fed’s new initiatives is provided below. What these achieve is to provide a 

major bridging of cash flow shortfalls across the economy in the months ahead. I think the establishment of entirely new vehicles to 

address this problem is by far the most significant development in the overall suite of initiatives. 

1. A shift toward open-ended QE. They arguably should’ve done this from the beginning as I had thought they woud 

instead of setting purchase caps on Treasuries (US$500B) and MBS ($200B). The FOMC now includes agency commercial MBS 

in its MBS purchases. 

2. US$300 billion of new facilities will be created and seeded by US$30 billion in equity provided by Treasury to the 

Exchange Stabilization Fund. The new facilities are as follows and they require creation of special purpose vehicles:  

a. Primary Market Corporate Credit Facility (PMCCF): this targets new bond and loan issuance. It will be open to 

investment grade companies and offer bridge financing of four years with interest and principal deferred for six 

months “extendable at the Fed’s discretion.” 

b. Secondary Market Corporate Credit Facility (SMCCF): this facility will purchase investment grade corporate 

bonds in the secondary market and US-listed ETFs focused upon investment grade corporate bonds. 

c. Term Asset-Backed Securities Loan Facility (TALF): This will enable issuance of ABS backed by student 

loans, auto loans, credit card loans, loans guaranteed by the Small Business Administration and some other assets. It 

will offer non-recourse loans to holders of certain AAA-rated ABS backed by new and recently originated consumer 

and small business loans. 

3. Previously introduced facilities will be expanded: 

a. The Monetary Market Mutual Fund Liquidity Facility will now include a wider range of securities such as 

municipal variable rate demand notes and bank CDs. 

b. The Commercial Paper Funding Facility will be expanded to include high-quality, tax-exempt CP and pricing 

was reduced. Pricing of the facility was also sharply improved which addresses a major criticism of the initial 

introduction of the facility. 

4. A new initiative is on the cusp of being introduced ‘soon’. It is called the Main Street Business Lending Program. This new 

initiative will lend directly to small- and medium-sized enterprises. This is likely contingent upon the US stimulus bill passing. 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323a.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323b.htm
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 To complement such efforts and amidst the disharmony and delays, I think the main points surrounding the fiscal 

stimulus bill(s) working through Congress should be a) they have agreement on the biggest elements of a package, b) 

passage is unlikely today but getting close, and c) both sides will be under enormous pressure from markets and 

constituencies to get past the relatively minor sources of opposition. 

A new vote on the proposed stimulus plan is expected in the US Senate at 1pmET. Because five Senators are in quarantine, the 

GOP only has a 48–47 majority in the Senate and 60 votes are needed to pass the bill. Last evening’s 47–47 outcome failed the 

test. The Democrats therefore have more power to set the terms of the bill and wish to see stronger worker protections and tighter 

controls against the proceeds being funneled to shareholders and management.  

While the GOP blames the Democrats for holding up the bill, we probably would have had a bill passed long before now had the 

process started much sooner instead of being thwarted by President Trump’s denial of the threat. Complicating matters is that the 

Democrats say they will introduce their own bill in the House which seems to at least write off today in terms of advancing a 

bipartisan bill. The GOP plan targets about $2 trillion in aid (9.2% of 2019 nominal GDP). While there are many micro targeted 

measures, the main features of the GOP plan are as follows: 

 Small cash payments to households: The bill would pay $1200 to individuals, $2400 to married couples and $500 per child for 

individuals earning up to $75k and married couples up to $150k after which means testing would reduce the payments toward 

zero. This is better than nothing, but realistically it’s very small for the waves of Americans being suddenly thrown out of work. 

 Unemployment insurance payments will increase.  

 Up to $500B will be provided toward loans of up to five years to companies and state/local governments. 

 Of this amount, the majority ($425B) would be to fund loans, guarantees and other measures directed by the Federal Reserve 

to businesses, state and local governments. The proceeds would be funded through Treasury’s Exchange Stabilization Fund. 

 $50 billion aid to airlines plus $8 billion to air cargo carries. 

 $350B in loans to small businesses that would no longer need to be repaid if firms retain workers at March 13th levels, don’t 

use the funds for share buybacks and freeze pay for employees earnings over $425k. 

 Allow the Federal Government to adopt direct equity ownership. 

 Student loan payments would be suspended for six months with no interest. 

CANADA 

The Bank of Canada’s Banker’s Acceptance Purchase Facility fires up today with the first operation pegged at C$15 billion. 

Operations will be conducted weekly as long as needed and subsequent purchases are targeted around $10 billion.  

Wholesale trade sales jumped by 1.8% m/m in January almost entirely due to higher volumes (+1.7%) with little assist from higher 

prices. Along with housing starts, these are the only two pluses in terms of GDP tracking across the high frequency advance 

indicators. Everything else was lower during the month and will translate into a weak overall report but with all of the market 

emphasis upon the depth and duration of the shock into Q2. 
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