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KEY POINTS: 

 US unemployment rattles global stocks… 

 …but two factors are containing the damage 

 US jobless claims soar… 

 …as 10 million Americans file in two weeks 

 Challenger job cuts understate job losses 

 Tomorrow’s nonfarm payrolls will understate the seismic shift 

 US, CDN trade figures are from another era 

 US factory orders to follow durables up 

 Vancouver indicates COVID-19 is already hitting home sales 
 

INTERNATIONAL 

Soaring US unemployment was a real mood killer in markets this morning. As 

jobless claims hit 10 million in two weeks, equities let out a loud shriek. The 

impact would be greater if not for two positives: 

 the Fed’s announcement that Treasuries and reserves will be excluded from 

the leverage rule applied against banks for one year and hence capital will 

be freed up, and  

 Optimism toward the energy sector as China resumed buying of oil for its 

reserves and because of pure speculation that maybe the Saudis, Russians 

and Americans will get together and hammer out agreement to curtail global 

supply imbalances in energy markets.  

An undesirable milestone will be hit today as the global COVID-19 case count 

crosses one million. The present tally is 957,000 and the US single handedly 

accounts for just under one quarter of that global tally. These are reported 

cases. We’ll never know the unreported ones unless future testing for antibodies 

reveals this. Despite having only under 9 times Canada’s population and a 

virtually identical age distribution of the two populations, the US has about 22 

times as many cases as Canada has at this point. 

 Oil is rallying. That feels good. It’s been a while since I’ve been able to write 

that. WTI and Brent are both up by about a buck and a half to just under 

US$22 and US$26 respectively.  

 European cash markets swung toward losses after the US claims figures 

with declines of up to 2% in Spain. US equity futures were positive before 

claims but cash markets have soured with a mildly negative bias now. The 

TSX is slightly outperforming. 

ON DECK FOR THURSDAY, APRIL 2 

Country Date Time Indicator Period BNS Consensus Latest

CA 04/02 08:30 Merchandise Trade Balance (C$ bn) Feb -1.0 -2.3 -1.5

US 04/02 08:30 Initial Jobless Claims (000s) Mar 28 4000 3500 281

US 04/02 08:30 Continuing Claims (000s) Mar 21 -- 4882 1701

US 04/02 08:30 Trade Balance (US$ bn) Feb -38.2 -40.0 -45.3

US 04/02 10:00 Factory Orders (m/m) Feb 0.4 0.2 -0.5
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  Canada’s sovereign yield curve is outperforming US Treasuries and most other world markets. Canadian yields are down 1–

6bps in a bull flattener move. Treasury yields are little changed. Gilts are slightly richer at the front end. EGBs are mixed but 

generally marked by minor moves. 

 The USD is rallying again. The benefit of a reserve currency is that it rallies when the domestic economy is imploding or the 

politics are dysfunctional as everyone rushes into it as a perceived safe haven that is highly liquid. The weakest crosses are 

the rand, Euro and euro-related, A$, Mexican peso and CAD despite rallying oil. CAD may well be depreciating in part out of 

recognition that the country’s own labour market is tanking but without the benefit of being a reserve currency. 

UNITED STATES 

Wow. 6.65 million Americans filed jobless benefit claims last week (chart 1). That’s double the prior week’s record-shattering tally. 

About ten million Americans have filed in two weeks since COVID-19 shut down large parts of the US economy. Claims 

are a better indicator of job loss at a quick turning point than Challenger because the latter excludes furloughed workers not 

specifically counted in job cut announcements. Claims, however, reflect what workers think just happened to their jobs whether 

there was an announcement or not. While the seasonally adjusted breakdown by state lags a week, the seasonally unadjusted 

figures show California's claims at 878k, Pennsylvania at 406k, NY 366k, Michigan 311k, Florida 227k, etc. The hits were 

widespread.  

US job cuts in March totaled 166k according to Challenger, Gray and Christmas Inc. 

As bad as the claims numbers were, they carry no implications for tomorrow's nonfarm payrolls report as it will take 

revisions to provide a more accurate picture. That’s because last week’s claims fall outside of the nonfarm reference 

period which is the pay period including the 12th of the month. I had gone with -200k and that estimate job loss might be high. It 

won't be when we get terrible revisions, and so markets could totally ignore nonfarm tomorrow on the revisions argument. But 

anchoring the call for tomorrow are the following points: 

 ADP -27k. It’s not the greatest indicator but the average spread between initial ADP and initial private nonfarm payrolls is 

about 50k. To get a nonfarm materially worse than -200k would blow the bands in terms of the historical spreads given ADP 

tries to replicate nonfarm's reference period; 

 jobless claims were 211k in the first week of March, then 282k in the second week ending March 13th. The week after is when 

they soared to 3.3 million and then double that today. So most/all of the big surge was post-reference period. 

But again, revisions will settle the truth or fiction angle and they'll be ugly in the April report a month from now. The worst all-time 

nonfarm payroll job loss was 1.1 million in September 1983. By the time revisions and April’s estimates roll in, we’ll likely easily 

shatter that by a large margin. 

The US trade deficit narrowed to US$39.9 billion for the month of February (-$45.5 billion prior) which is in line with 

expectations given we already knew the merchandise component. The improvement mostly came through the ex-petroleum 

balance. The figures are stale ahead of what will assuredly be an implosion across global trade in post-February figures. 

Factory orders for February came in flat as nondurables weakness offset a 1.2% rise in headline durable goods orders 

that was previously known but masked a 0.6% ex-transportation decline. 

CANADA 

This piece put out last evening by Rebekah Young last evening provides a full tally of measures introduced to date by the Federal 

government to tackle the COVID-19 shock. Table 1 plus charts 1 and 2 are particularly worth checking out as they summarize the 

deficit tally the line items and how they add up. 

Canada’s trade deficit narrowed to about -C$1 billion in February (-$1.66B prior) and against consensus expectations for a 

wider deficit. The value of exports climbed 0.5% m/m while imports were down 0.8%. In volume terms, however, exports jumped 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
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 2.7% higher while import volumes fell 1.2%. Like the US figures, they’re stale and reflect the pre-COVID-19 world so there really 

isn’t any point to going further into the weeds on this. Tracking implications to Q1 GDP growth are irrelevant compared to 

estimating shut-in effects from March onward. 

No further fiscal or monetary policy announcements are expected today. Industry assistance (e.g. energy, airlines, autos 

etc) is expected to be announced some time next week by the Federal government. 

Regional housing markets have started releasing March figures. Vancouver’s home sales were up 46% y/y in March, but the local 

real estate board indicated sales dropped off at month-end. Sales across all markets are likely to tank going forward despite low 

borrowing costs as job losses mount, confidence sours and social distancing keeps both buyers, sellers and agents away from one 

another. The Toronto Real Estate Board, for example, has advised agents to stop open houses during Ontario’s state of 

emergency which is simply an offshoot of the nonessential services requirements. 

Fixed Income

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

U.S. 0.22 0.21 0.30 0.36 0.35 0.53 0.60 0.58 0.85 1.24 1.22 1.44 Canada - BoC 0.25

CANADA 0.39 0.39 0.60 0.52 0.54 0.75 0.57 0.61 0.84 1.15 1.21 1.34

GERMANY -0.65 -0.64 -0.64 -0.60 -0.61 -0.55 -0.45 -0.46 -0.36 -0.05 -0.02 0.12 US - Fed 0.25

JAPAN -0.11 -0.11 -0.23 -0.11 -0.10 -0.12 -0.01 0.01 0.00 0.40 0.42 0.43

U.K. 0.10 0.13 0.13 0.16 0.18 0.24 0.31 0.31 0.40 0.77 0.77 0.83 England - BoE 0.10

CANADA 17 18 31 16 19 22 -3 3 -1 -10 -2 -10 Euro zone - ECB 0.00

GERMANY -87 -85 -94 -96 -96 -107 -104 -104 -121 -129 -124 -131

JAPAN -33 -31 -52 -47 -46 -64 -61 -57 -85 -85 -80 -100 Japan - BoJ -0.10

U.K. -12 -8 -16 -20 -17 -29 -29 -27 -45 -48 -45 -60

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX 1.3 -21.2 Australia - RBA 0.25

Dow 30 0.1 -21.5

S&P 500 -0.4 -20.4 New Zealand - RBNZ 0.25

Nasdaq 0.1 -17.7

DAX -1.4 -20.6

FTSE -0.8 -18.7

Nikkei -1.4 -16.5 Canada - BoC Apr 15, 2020

Hang Seng 0.8 -11.5

CAC -1.1 -22.0 US - Fed Apr 29, 2020

Commodities

WTI Crude 7.5 -53.3 England - BoE May 07, 2020

Natural Gas -1.8 -11.2

Gold 1.2 1.4 Euro zone - ECB Apr 30, 2020

Silver 0.6 -18.4

CRB Index 1.5 -26.4 Japan - BoJ Apr 28, 2020

Currencies

USDCAD 0.5 7.0 Mexico - Banxico May 14, 2020

EURUSD -1.0 -2.5

USDJPY 0.2 -0.9 Australia - RBA Apr 07, 2020

AUDUSD -0.7 -7.8

GBPUSD 0.0 -3.0 New Zealand - RBNZ May 12, 2020

USDCHF 0.7 1.4

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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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 
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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 
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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

