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KEY POINTS: 

 Stocks vulnerable but retaining most of a huge rally 

 US stimulus agreement achieved… 

 …that should be enacted by tomorrow  

 The Fed may announce details on its leveraged MSBL program  

 Stimulus loans will help bridge business cash flow hits... 

 …and some firms may pay down debt, boost dividends… 

 …despite a ban on buybacks for firms receiving loans 

 Policy exits will become important… 

 ...as public policy risks crowding out future private lending 

 Canada passes modest federal fiscal stimulus 

 BoT downgrades stale forecasts 

 UK inflation dips, core rises 

 Ontario budget is unlikely to contain material surprises 

 US core durable goods orders slip ahead of a wave of declines 

 Brazilian inflation decelerates ahead of COVID-19 effects 
 

INTERNATIONAL 

Global markets are highly volatile in the wake of yesterday’s strong risk-on 

moves and the US stimulus agreement that was reached overnight. The plus is 

that most of yesterday’s 8–11% rally across US stock exchanges is being 

retained, but it is going no further at this point. Incremental information is fairly 

light beyond what are becoming all too routine updates on COVID-19 effects.  

 US equity futures are oscillating between gains and losses and presently 

down by about 1% for the S&P500. TSX futures are down by about half 

that. Both pale by comparison to the 12% gain in the TSX yesterday and the 

gains in US equities. It’s unclear whether short-term profit taking may 

dominate or momentum will build in the further implementation of monetary 

policy stimulus across asset classes. European cash markets are mixed 

with London, Paris and Madrid up 1/2% but the Dax down 1.5% and Milan 

down by almost 1%. Asian equities simply followed through on the western 

market rally with exchanges up by between 2–8% with mainland China at 

the bottom and Tokyo at the top of the range. 

 Global sovereign bond yields are generally little changed. US Treasuries 

are slightly cheaper through the belly. Ditto for Canada’s curve but further 

out as well. Gilts are a touch dearer across maturities. EGB 10s are up by 

about 2bps in the core countries. 

 

ON DECK FOR WEDNESDAY, MARCH 25 

Country Date Time Indicator Period BNS Consensus Latest

US 03/25 08:30 Durable Goods Orders (m/m) Feb P -0.5 -1.0 -0.2

US 03/25 08:30 Durable Goods Orders ex. Trans. (m/m) Feb P -0.2 -0.4 0.8
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  Oil prices are a little lower again with WTI and Brent down by under a buck. Gold is down $20 but is still retaining much of 

yesterday’s rally. 

 The USD is slightly weaker on balance this morning. The strongest performers are again relatively higher beta ones like the 

krone, won, Mexican peso (24.6). Sterling, the A$, C$ (1.438 USDCAD) and NZ$ are also up. 

The Bank of Thailand held its policy rate at 0.75% after cutting it by 25bps in an emergency meeting at the end of last 

week. Why they didn’t cancel this meeting that yielded no further action is a bit of a mystery and would have been in 

keeping with the practices of other central banks that held emergency meetings and cancelled subsequent ones (Fed, BoJ, etc). 

GDP forecasts were downgraded to -5.3% this year (+2.8% prior) which just reflects how stale the earlier assessment was. Ditto 

for CPI that was downgraded to -1% y/y in 2020 (prior +0.8%). 

UK CPI fell a tick to 1.7% y/y in line with expectations, but core CPI unexpectedly edged up to 1.7% y/y (1.5% consensus). 

Still, it’s a February reading and most of what is on net more likely to be a global demand than supply shock lies ahead in terms of 

the impact upon inflation figures. 

Brazilian inflation fell back to 3.7% y/y in the mid-month estimate for March (4.2% prior) which was roughly in line with 

expectations. The central bank targets inflation of 4¼% +/- 1½%. 

UNITED STATES 

An agreement in principle was reached on the US$2 trillion (9.3% of 2019 GDP) US fiscal stimulus bill overnight. 

Legislation is being drafted and only high levels details are available at this point. It is expected that the Senate will vote on the 

agreement sometime today, perhaps late in the day given the legislation is still being finalized. The House may do a quick voice 

vote on the Senate bill shortly afterward and then it goes to President Trump’s desk for a signing ceremony.  

The stimulus bill will allocate about US$425 billion to the Federal Reserve to fund its lending programs and hence 

massive leverage will be applied to this seeding. With the funds coming through, we may at any point, but likely after the 

stimulus bill’s full passage, see an announcement from the Federal Reserve that offers details to its announced Main Street 

Business Lending Program that is supposed to grant credit directly to individual small and mid -sized firms. The Fed 

announced that it was working on this facility on Monday but that a forthcoming announcement would expand upon its features.  

It’s unclear that the stimulus bill negates opportunity to firms to adjust their capital structure policies. There are vague 

restrictions against using loan proceeds from the bill to fund share buybacks and executive compensation, although how what 

forms of compensation are specified will matter in the details. I don’t, however, see mention of restrictions against using loan 

proceeds to pay down other debt at essentially zero cost and perhaps crowding out private lending, or to boost dividend payments 

to shareholders. Indeed this is a risk surrounding all of the credit oriented relief programs in that they will provide needed 

assistance to key sectors where credit channels have been impaired, but could carry longer term downside risk to private lending. 

This is where policy exits will become important lest we all wind up working for governments and central banks. 

Other elements of the sketched outline appear to include: 

 Means-tested cheques will be sent to households equal to US$1,200 for adults, $500 for children. This helps, but if you’ve lost 

your job and can’t get another one then it’s relatively small potatoes. Direct forms of cash assistance to households may have 

to be boosted much further. 

 The eligible period to claim unemployment benefits will be increased to four months. 

 Unemployment benefit payments will go up by US$600 per week. 

 $350B in loans to small businesses 

 $50B in loans to airlines 

 $150B for the health sector 
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 Fresh weekly mortgage applications data showed the largest drop since January 2009. Ahead of weekly jobless claims 

due tomorrow, the figures inform the speed with which data is going south. Applications fell 29% w/w. Refinancings accounted for 

the bulk of the decline (-26%) but purchase applications fell by about 6% w/w for a second week. 

Durable goods orders increased by 1.2% m/m and were revised up to +0.1% for the prior month (-0.2% previously), but a) 

it’s February data so treat it as stale before cap-ex budgets get hit, and b) core orders excluding defense and 

transportation fell 0.8% m/m. What kept headline orders in the black was a surge in orders for vehicles and parts (+1.8% 

m/m) and a 25.7% m/m gain in defence orders that continues high monthly volatility in that component. Core capital goods orders 

have fallen in two of the past three months ahead of what is likely to be a wave of very negative readings. Chart 1 shows that 

business investment has been weak for a protracted period and chart 2 shows the dominance of the transportation sector in 

driving the February gain in headline durable goods orders. 

CANADA 

There should be light domestic calendar-based risk to markets today unless the Bank of Canada has further programs to 

announce. The first test of the BoC’s new facility to purchase provincial short-term paper will come today. 

The Ontario provincial government will release a mini-budget today but it is unlikely to contain material surprises. The 

horizon will be geared toward the next year’s plan absent longer run forecasts and will focus upon increased support to the health 

sector and businesses. Guidance has indicated there may be more to come after today. Finance Minister Phillips indicated that 

“it’s going to be the most prudent statement that any finance minister in Ontario has ever made” which is a lofty goal perhaps, 

though not compared to recent times, and the comment appears to reinforce expectations that the focus is upon direct targeted 

assistance over major stimulus. Pre-announced stimulus includes $660 million of initiatives including $160 million to switch all 

hydro rates to off-peak rates, $200 million to municipalities and social services, $100 million to hospitals, and more money for 

COVID-19 testing.  

Parliament passed the C$27 billion (1.2% of 2019 nominal GDP) Federal stimulus program early this morning that also 

includes an estimated C$55 billion of tax deferrals until the end of August that bridges cash flow, but is not stimulus per se versus 

being a small infusion of cash flow equal to the time value of money on payments that will have to be made later anyway.   
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Fixed Income

Last 1-day 1-wk Last 1-day 1-wk Last 1-day 1-wk Last 1-day 1-wk

U.S. 0.36 0.38 0.54 0.54 0.52 0.79 0.85 0.85 1.19 1.39 1.40 1.79 Canada - BoC 0.75

CANADA 0.62 0.61 0.68 0.77 0.75 0.92 0.89 0.87 1.05 1.35 1.33 1.46

GERMANY -0.60 -0.63 -0.76 -0.49 -0.50 -0.49 -0.30 -0.32 -0.24 0.09 0.05 0.08 US - Fed 0.25

JAPAN -0.23 -0.21 -0.15 -0.07 -0.11 -0.05 0.05 0.04 0.08 0.43 0.44 0.43

U.K. 0.11 0.13 0.35 0.25 0.26 0.60 0.47 0.48 0.80 0.83 0.85 1.35 England - BoE 0.10

CANADA 26 24 14 23 23 13 4 2 -15 -4 -7 -34 Euro zone - ECB 0.00

GERMANY -96 -100 -130 -103 -102 -128 -114 -117 -143 -130 -135 -172

JAPAN -59 -59 -68 -60 -63 -84 -80 -81 -111 -96 -96 -136 Japan - BoJ -0.10

U.K. -25 -25 -19 -29 -26 -19 -38 -37 -40 -56 -54 -45

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX 12.0 -26.8 Australia - RBA 0.25

Dow 30 11.4 -23.5

S&P 500 9.4 -21.8 New Zealand - RBNZ 0.25

Nasdaq 8.1 -17.3

DAX -1.6 -25.4

FTSE 0.4 -22.1

Nikkei 8.0 -13.5 Canada - BoC Apr 15, 2020

Hang Seng 3.8 -12.5

CAC 0.0 -25.3 US - Fed Apr 29, 2020

Commodities

WTI Crude -1.9 -52.8 England - BoE Mar 26, 2020

Natural Gas 1.6 -9.0

Gold -1.2 -1.3 Euro zone - ECB Apr 30, 2020

Silver 8.9 -27.4

CRB Index -0.4 -24.2 Japan - BoJ Apr 28, 2020

Currencies

USDCAD -0.6 8.2 Mexico - Banxico May 14, 2020

EURUSD 0.3 -0.6

USDJPY 0.2 1.1 Australia - RBA May 05, 2020

AUDUSD 0.8 -9.0

GBPUSD 0.5 -9.1 New Zealand - RBNZ May 12, 2020

USDCHF -0.2 0.4

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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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. 
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