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KEY POINTS: 

 North American equities outperform on stimulus 

 US jobless claims shatter previous record by 5 times 

 Rough US stimulus scenarios point to highly material income 

supports 

 Stimulus exits are going to get very messy 

 Powell reaches out to main street with a calming message 

 Sterling, gilts shake off third BoE meeting this month 

 Singapore’s incomplete GDP falls at fastest pace since 2010Q3 

 UK retail sales fell for 5th months in 7 

 German confidence falls to GFC level 

 US Q4 GDP unchanged at 2.1% but a rearview mirror 
 

INTERNATIONAL 

Let er’ rip again! That’s the approach weaving its way through US equity 

markets. Soaring jobless benefits (chart 1, resembling the stick of a fallen 

hockey player) were ignored by US equities in favour of emphasizing the sheer 

amount of stimulus being offered in the US economy. I wrote about the 

monetary policy scenario with massive Fed gearing in last night’s Closing 

Points. Fed Chair Powell appeared on a popular morning show to deliver the 

message that the Fed is keeping the credit taps open and pouring massive 

stimulus into the economy.  

In this note, scenarios are offered below for how US fiscal stimulus will flow 

through to household cash flow. The numbers are quite generous. Time will tell 

whether the sum total of fiscal and monetary policy stimulus is overshooting a 

transitory shock with complicated exit dialogue to unfold in future, or 

undershooting something far more sinister in the economy by way of a longer-

lived COVID-19 shock in a world with more isolationist and protectionist trade 

policies that will rock confidence for an extended period.  

I have to admit that my bias is more aligned with former Fed Chair Bernanke’s in 

that regard by way of viewing this as a transitory but massive shock that 

requires a policy overshoot up front in order to ensure that we get to the other 

side as quickly as possible and in as big a way as possible to rapidly make up 

lost output. We’re not yet at the point of having this next dialogue with far worse 

news on the economy ahead, but I have a rising sense that the other side of this 

is going to lead to some complicated dynamics governing stimulus phase outs 

and how feasible they may be. For instance, will a four month increase to 

jobless benefits really drop back to nothing right before the US election? Uh, no. 

ON DECK FOR THURSDAY, MARCH 26 

Country Date Time Indicator Period BNS Consensus Latest

US 03/26 08:30 GDP (q/q a.r.) 4Q T 2.1 2.1 2.1

US 03/26 08:30 GDP Deflator (q/q a.r.) 4Q T -- 1.3 1.3

US 03/26 08:30 Initial Jobless Claims (000s) Mar 21 2000 1500 281

US 03/26 08:30 Continuing Claims (000s) Mar 14 -- 1791 1701

US 03/26 08:30 Wholesale Inventories (m/m) Feb P -- -0.2 -0.4
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 How will the Fed manage the exits alongside the complex array of moral hazard, unintended consequences and policy distortions 

that may exist for years after the shock? Meh, for now, tuck that all away and focus on the day I suppose. 

 US stocks are up by 3–4% across exchanges. The S&P500 is now up 16% from the intraday low on Monday but is still 25% 

lower than the peak in February. The TSX is up by about 2 ¾%. European cash markets are not faring as well and are down 

by ¼% (London) to just over 1% in Germany and Italy. 

 Sovereign debt curves are rallying everywhere. US Treasury yields are down by 3–9bps across maturities in a bull flattener 

move. Canada’s curve is performing similarly. 10s in Europe are down by as little as 5bps (UK) to 23–29bps in Italy, Spain and 

Portugal. 

 Oil prices are mixed with WTI down by almost a buck and Brent flat. Gold is up again to US$1632/oz for a gain of about $180 

since last Thursday’s low. 

 The USD is playing defence again. Most major and semi-major crosses are up by 1%+ and led by the Mexican peso. 

The Bank of England predictably left policy unchanged in its third meeting this month as both sterling and gilts shook off 

the communications. The Bank Rate was left unchanged at 0.1% and the bond purchase plan was unchanged after last 

week’s expansion. The statement is here. The communications jawboned the outlook and the willingness to further expand asset 

purchases if needed. This meeting was just a placeholder to discuss the outlook and take stock after two prior rounds of easing 

this month and it was accompanied by the release of minutes to last week’s more important meeting (here).  

UK retail sales fell 0.5% m/m in February in volume terms excluding fuel (consensus -0.2%) but the prior month’s gain was 

revised up two-tenths (+1.8%). Weather may have, well, dampened retail sales in February but it doesn’t explain the weak trend. 

Despite January’s gain, sales have fallen in three of the past four months and five of the past seven with a sixth one flat. The UK 

retail sector was in trouble well before the COVID-19 shock. 

German consumer confidence fell to its weakest point since June 2009 according to the GfK measure (chart 2). 

Singapore’s economy was hammered in the first take at Q1 GDP last evening. Obviously, there is heavy inference of data 

we don’t even have yet as the quarter hasn’t even come to an end and readings for February are still rolling in, so take it with some 

caution toward revision risks. In any event, the economy shrank by 10.6% q/q at a seasonally adjusted and annualized rate.  

UNITED STATES 

The US stimulus bill passed the Senate late last night and moves onto the House in a vote that’s likely to occur tomorrow after 

which it goes to Trump’s desk for his signature.  

Jobless claims will be recapped below, but they were largely ignored by stocks even as claims came in higher than guesstimated 

because of the greater emphasis upon the stimulus program. It’s worth doing some back of the envelope math to figure out what 

would happen to an individual’s support if they lost their job and were unable to find work again for the full four-month 

period of the stimulus plan unless (probably) extended later. The goal here is not to provide precise estimates for 

individuals who should still do their own homework and seek personal financial advice where appropriate. My goal is simply to 

broadly contextualize what kind of figures we’re looking at. The cash flow supports to unemployed Americans are highly material.  

 First, everyone—subject to means-testing thresholds—gets tax-free cheques whether employed or not. Retirees also qualify. 

Those cheques will pay up to US$1200 for individuals, $2400 for married couples and $500 per child. The cheques will go out 

with a lag of 1–2 months depending upon whether they arrive in the mail or direct deposit. The payments start to be reduced 

(hence ‘up to’) at the US$75k/$150k single/married income level. The payments are subsequently reduced by $5 for every 

$100 above this threshold. Thus, the phase out means that no payments will go to individuals with earnings above US$99k 

and married couples above US$198k.  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
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 Second, the bigger deal is that unemployment insurance payments are being boosted by $600/week for four months and with 

expanded eligibility. That’s sizeable support that in the first month of a job loss can amount to an extra US$4800 for a married 

couple both of whom lose their jobs and half that for singles.  

 In total, a single individual out of work for four months and who qualifies for the maximum size of the stimulus cheque would 

get an extra US$10,800 in stimulus above and beyond pre-existing jobless benefit amounts. For, say, a married couple with 

two kids the stimulus amounts to an extra US$22,600 over the four months. 

 Pre-stimulus maximum regular cheques vary by state from a low of about US$240/week (Arizona) to a high of about US$820/

week in Massachusetts which assuming unemployment for the full four month period during which the stimulus program 

operates would add between about US$4k–$13k per unemployed person. 

 Jobless benefits are taxable at the Federal level of government. At the state level it depends on the state. About one-third of 

states don’t levy taxes on jobless benefits including ones like California, Florida, Texas, New Jersey and others. Some cities 

levy taxes on jobless benefits in a frankly overcomplicated mess. 

 All totaled, a singled person unemployed for four months who qualifies for the maximum stimulus cheque and claims 

enhanced jobless benefits would get between a total of about US$15–24k depending upon where they live. The married with 

two kids household would get between about US$30k–50k. Is that wedding bells I hear in the distance? Feel free to tailor 

these scenarios to varying concepts of the household; these scenarios are provided for illustrative purposes only. 

 The conclusion is that while job less can be devastating in multiple ways and many people will still be at a financial and 

emotional loss, these are pretty material income supports and they may well expand further in future as whispers of Stimulus 

2.0 are already being heard. Further, if long-term unemployment arises from all of this, it’s probably unlikely that the US 

administration will allow the extra jobless payments to drop off by August—just months before the November election—and so 

juice the payments according to your own scenarios. 

Weekly jobless benefits soared to 3.3 million last week, or roughly double the consensus guesstimate and also above 

Scotia’s 2 million. That’s an all-time single-week record that eclipses the prior high set in October 1982 (695k) by nearly five times. 

The hit to jobless claims soared just outside of the tail end of the nonfarm reference period which is the pay period that includes 

the 12th of each month. Claims did rise the prior week to 282k from 211k, but the big surge was for the week ending March 20th 

when social distancing and supply chain disruptions kicked into higher gear across more key regions of the US economy. 

Translating what higher claims will do to nonfarm payrolls for March when they arrive on April 3rd is always dicey given the soft 

correlation between the magnitude of changes in the two readings. I’d guesstimate about -250k at this point but a much larger 

potential hit is like through revisions and the April report. A larger and probably record-breaking hit will impact hours worked and 

income. 

Q4 GDP growth was left unchanged at 2.1%. It’s a rearview mirror of no consequence to current and forward -looking risks. 

All components were left broadly intact. The incorporation of broader service sector data lifted the contribution to growth from 

consumer spending on services to 1.3% from 0.9% but that was offset by downward revisions elsewhere.  
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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. 0.30 0.33 0.45 0.49 0.53 0.69 0.81 0.87 1.14 1.37 1.45 1.79 Canada - BoC 0.75

CANADA 0.59 0.63 0.63 0.73 0.79 0.85 0.83 0.90 1.00 1.31 1.38 1.43

GERMANY -0.63 -0.60 -0.67 -0.55 -0.45 -0.41 -0.37 -0.26 -0.19 0.11 0.16 0.14 US - Fed 0.25

JAPAN -0.23 -0.23 -0.16 -0.12 -0.07 -0.05 0.00 0.05 0.08 0.43 0.43 0.45

U.K. 0.12 0.11 0.13 0.23 0.25 0.48 0.39 0.45 0.72 0.83 0.87 1.18 England - BoE 0.10

CANADA 30 30 18 23 26 16 2 3 -15 -6 -7 -36 Euro zone - ECB 0.00

GERMANY -93 -93 -113 -104 -98 -110 -117 -113 -134 -126 -129 -165

JAPAN -52 -56 -62 -61 -59 -74 -80 -82 -106 -93 -102 -134 Japan - BoJ -0.10

U.K. -17 -22 -32 -26 -28 -21 -42 -42 -42 -54 -58 -61

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX 2.8 -20.7 Australia - RBA 0.25

Dow 30 5.2 -17.2

S&P 500 4.1 -17.3 New Zealand - RBNZ 0.25

Nasdaq 4.0 -14.5

DAX -0.1 -22.8

FTSE 0.3 -19.0

Nikkei -4.5 -16.8 Canada - BoC Apr 15, 2020

Hang Seng -0.7 -12.5

CAC 0.3 -21.8 US - Fed Apr 29, 2020

Commodities

WTI Crude -4.5 -52.0 England - BoE Mar 26, 2020

Natural Gas -2.7 -11.3

Gold 0.8 -0.7 Euro zone - ECB Apr 30, 2020

Silver 2.5 -23.8

CRB Index -1.3 -23.1 Japan - BoJ Apr 28, 2020

Currencies

USDCAD -1.2 5.1 Mexico - Banxico May 14, 2020

EURUSD 1.1 1.2

USDJPY -1.6 -0.9 Australia - RBA Apr 07, 2020

AUDUSD 1.6 -7.5

GBPUSD 1.7 -6.4 New Zealand - RBNZ May 12, 2020

USDCHF -1.1 -1.1

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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