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KEY POINTS: 

 Equities and currency markets adopt defensive posture… 

 …given COVID-19, weak global data, nonfarm uncertainty and 

weekend position covering  

 Eurozone PMIs revised weaker… 

 …as Italy and Spain post very deep contractions 

 China’s private PMIs did not rebound as much as the state’s PMIs 

 Oil traders trust Trump 

 US nonfarm likely won’t be a timely or accurate reflection of the shock 

 US ISM-services should offer a fresher perspective 
 

INTERNATIONAL 

The global risk trade is playing defence this morning. Position covering into 

weekend uncertainties can be one driver on a Friday during a crisis given the 

unknown developments into the Asian market open. Apprehension ahead of US 

releases like nonfarm used to spark defensive positioning when nonfarm 

mattered more than it’s likely to today given the dated ‘best before’ stamp. 

Eurozone PMIs were revised lower and China’s private PMIs remained in 

contraction and hence rebounded less that the SOE-driven state PMIs. And of 

course there is customary volatility around COVID-19 headlines and effects. Oil 

is rallying further after anonymous OPEC+ comments that a 10 million bpd cut is 

feasible following Trump’s jawboning yesterday. Russia has denied agreement, 

and a Monday teleconference is planned, but the oil market is trading like Trump 

never misleads markets… 

 European cash markets are mostly lower and by between ½% and -1½% 

with London leading the decline and the CAC40 not far behind. Only Madrid 

is in the black. Overnight Asian markets were mixed as the Nikkei 225 and 

Kospi were flat, the Hang Seng fell by under ¼%, mainland China’s 

exchanges fell by about ½% and India’s Sensex fell by almost 2½%. US 

equity futures are down 1% across the exchanges with TSX futures down 

¾%. 

 Oil is up again with WTI a buck higher and Brent over 2½ dollars higher. 

Gold is little changed at US$1614/oz. 

 Sovereign bond yields are little changed across most major markets with 

some curve cheapening in Italy and Spain.  

ON DECK FOR FRIDAY, APRIL 3 

Country Date Time Indicator Period BNS Consensus Latest

US 04/03 08:30 Average Hourly Earnings (m/m) Mar 0.1 0.2 0.3

US 04/03 08:30 Average Hourly Earnings (y/y) Mar 2.9 3.0 3.0

US 04/03 08:30 Average Weekly Hours  Mar -- 34.2 34.4

US 04/03 08:30 Nonfarm Employment Report (000s m/m) Mar -200 -100.0 273.0

US 04/03 08:30 Unemployment Rate (%) Mar 3.9 3.8 3.5

US 04/03 10:00 ISM Non-Manufacturing Composite Mar 44 43.0 57.3
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  The USD is appreciating again and against nearly all major and semi-major crosses. The weakest are the rand, Mexican 

peso , A$/NZ$, sterling, yen and euro in that order as of writing.  

Overnight releases are briefly recapped below. They were all purchasing managers’ indices that either showed weaker rebounds 

in China than prior PMIs or harsher contractions in the worst affected parts of Europe. Chart 1 shows the varying results and the 

magnitude of the collapse. 

China's private PMIs did indeed not rebound as much as the state versions and remained in contraction territory. The composite 

Caixin PMI increased from 26.5 to 43.0 versus the composite state PMI that had increased from 28.9 to 53.0. So one (the state’s) 

showed a return to rebounding output with an above-50 reading while the other (Caixin) showed a slower pace of contraction but 

contraction nonetheless. Why? The state PMIs are more skewed to the SOEs that are driven more by political expediency in a 

nontransparent uni-party state; the private PMIs are skewed more toward smaller companies and export-oriented producers. Then 

there is always the trust factor in that few have absolute trust for any macro data the state provides in China. 

Eurozone PMIs were ugly. Italy's composite fell to 20.2 (50.7 prior). Spain's composite fell to 26.7 (51.8 prior). That resulted in the 

eurozone composite being revised down from the initial 31.4 reading for March based on France and Germany to 29.7 including 

Italy and Spain. So deeper Eurozone contraction. 

UNITED STATES 

Please see last evening’s Closing Points (here) for elaboration upon the drivers of nonfarm payroll estimates (8:30amET), how 

they suggest the worst estimates in consensus have gone too far, and how there were cracks in the US jobs market long before 

the COVID-19 shock. Overall, the larger adjustment is ahead and today’s number could well be faded in part due to the mid-month 

reference period whereas the COVID-19 shock and shutdown effects followed. The median consensus guesstimate is for a decline 

of 100k but the average is skewed to -238k because of wild tail outlier estimates. Out of 78 economists, three quarters expect a 

number better than -200k (lower job losses). Another 14% are between -200k to under -300k. About 6% think it will be -300k to -

400k. Then fringe shops push into the 1–4 million range that is skewing the sample average. 

A question that is often posed is why the US is seeing such an explosion of cases into first place with about one-quarter 

of the global total. This piece is worth reading and it compares the responses of countries across Europe and the US as a partial 

function of the nature of their economies and the forms of their growth models with the outcome ultimately depending upon which 

of two competing epidemiological models turns out to be true. It’s a useful addition to the likely still valid argument that the US 

failed to learn from what was going on elsewhere and through denial and delay, missed its chance to avoid a worse outcome. 

Trump tries to blame impeachment proceedings, but that played no role in the poor judgement he demonstrated through the denial 

phase when he wouldn’t listen to the advice that health experts and modelers were giving to him. 

 

 

 

 

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/closing-points/closingpoints_2020-04-02.pdf
https://www.foreignaffairs.com/articles/americas/2020-03-30/us-economy-uniquely-vulnerable-coronavirus


April 3, 2020 

GLOBAL ECONOMICS 

|  DAILY POINTS 

3 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

  

Fixed Income

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

U.S. 0.23 0.23 0.24 0.37 0.38 0.39 0.59 0.60 0.68 1.22 1.24 1.27 Canada - BoC 0.25

CANADA 0.42 0.41 0.44 0.58 0.58 0.63 0.70 0.71 0.81 1.22 1.23 1.29

GERMANY -0.65 -0.65 -0.68 -0.60 -0.60 -0.64 -0.45 -0.43 -0.47 -0.07 -0.03 -0.02 US - Fed 0.25

JAPAN -0.13 -0.11 -0.12 -0.11 -0.11 -0.09 -0.01 -0.01 0.02 0.40 0.40 0.43

U.K. 0.10 0.12 0.15 0.16 0.18 0.23 0.31 0.33 0.37 0.78 0.79 0.78 England - BoE 0.10

CANADA 20 18 19 21 20 23 11 11 13 0 -1 3 Euro zone - ECB 0.00

GERMANY -87 -88 -93 -97 -98 -103 -103 -103 -115 -128 -127 -129

JAPAN -36 -34 -37 -48 -49 -49 -59 -61 -66 -82 -84 -83 Japan - BoJ -0.10

U.K. -13 -10 -10 -21 -20 -17 -27 -27 -31 -44 -45 -49

Equities Mexico - Banxico 6.50

1 Day 1-mo

S&P/TSX 1.7 -20.2 Australia - RBA 0.25

Dow 30 2.2 -17.4

S&P 500 2.3 -15.9 New Zealand - RBNZ 0.25

Nasdaq 1.7 -13.8

DAX -0.4 -20.5

FTSE -1.3 -19.5

Nikkei 0.0 -15.5 Canada - BoC Apr 15, 2020

Hang Seng -0.2 -11.6

CAC -1.0 -22.5 US - Fed Apr 29, 2020

Commodities

WTI Crude 5.4 -43.5 England - BoE May 07, 2020

Natural Gas 0.9 -13.0

Gold -0.0 -1.6 Euro zone - ECB Apr 30, 2020

Silver 1.1 -16.2

CRB Index 5.3 -24.3 Japan - BoJ Apr 28, 2020

Currencies

USDCAD 0.4 6.1 Mexico - Banxico May 14, 2020

EURUSD -0.6 -3.4

USDJPY 0.5 1.2 Australia - RBA Apr 07, 2020

AUDUSD -1.1 -8.9

GBPUSD -0.8 -4.1 New Zealand - RBNZ May 12, 2020

USDCHF 0.3 2.2

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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