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ON DECK FOR FRIDAY, JUNE 19 

KEY POINTS: 

• Markets in risk-on mode 

• UK retail sales bounced back even before stores re-opened 

• Markets ignore stale, worse than expected CDN retail sales... 

• …partly as pandemic spending reversed…  

• …while preliminary May guidance should be viewed skeptically 

• China jawbones agricultural purchases from US… 

• …and escalates tensions with Canada, international community 

• Russia cuts, guides more to come 

• Fed-speak offers low risk 
 

INTERNATIONAL 

This note will only include one reference to covid-19. There. That gives it about 

as much attention as markets are affording it this morning. See last evening’s 

Closing Points (here) if you really want much more global perspective on that 

topic. 

The broad market tone is risk-on across asset classes. There are few if any 

noteworthy fresh catalysts. China jawboned intentions to buy US agricultural 

goods as part of its ‘phase 1’ trade deal, but we’ll see; China says a lot of things. 

More important was China’s overnight escalation of tensions with the entire 

international system of law and order—as well as Canada—by indicting two 

Canadians it holds on fake espionage charges. An upside surprise—getting 

used to those—to UK retail sales and an expected rate cut out of Russia made 

for light calendar-based risk into this morning. 

• US equity futures are up by 1% to 1½% across exchanges. TSX futures are 

up by under 1%w. European cash markets are all up by about 1% or slightly 

more. Asian equities were uniformly higher as the Nikkei 225 advanced ½%, 

HK was up ¾%, mainland China rallied by about 1% across exchanges, 

Seoul was up 0.4% and India was up 1½%.  

• Gilts continue to cheapen after yesterday’s underwhelming BoE actions with 

the long end once again taking a drubbing (+5bps). Curves in the US and 

Canada are also steepening; the US less than gilts, Canada matching the 

gilts curve. 10 year EGBs are little changed. 

• Oil prices are up by a buck. WTI might crack US$40 a barrel sustainably 

today for the first time since early March. Brent is about US$2½ higher than 

WTI. Canada Western Select is running at about US$30/barrel (chart 1). 

Country Date Time Indicator Period BNS Consensus Latest

CA 06/19 08:30 Retail Sales (m/m) Apr -12.0 -15.1 -26.4

CA 06/19 08:30 Retail Sales ex. Autos (m/m) Apr -9.0 -12.0 -22.0

US 06/19 08:30 Current Account (US$ bn) 1Q -- -102.9 -104.2

US 06/19 10:15 Fed’s Rosengren Discusses Economic Outlook
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Chart 1 

Chart 2 
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UK retail sales volumes beat expectations even before store openings were allowed. May’s retail figures were up by 12% m/

m (6.3% consensus) after a prior 18% drop. Excluding gas, sales were up 10.2% m/m. Pandemic hoarding dropped out as food 

store sales were flat (-0.3% m/m). Non-food stores’ sales volumes surged by about 24%. Clothing & footwear was up by about 

18%, household goods were up 42%. The Johnson administration allowed outdoor markets and auto showrooms to reopen on 

June 1st and other non-essential retailers to open on June 15th. 

China jawboned intentions to buy US agricultural goods as part of its ‘phase 1’ trade deal. We’ll see. China says a lot of 

things, then does something different. 

China-Canada relations sank to a new low overnight. In response to one of its star companies—hoping to run Canada’s 5g 

network…—being called out for money laundering and sanctions avoidance, China indicted the two Canadians that it is arbitrarily 

detaining on fake espionage charges accompanied by human rights violations. Risk of escalation to measures like USDCAD is 

probably fairly low. 

Russia’s central bank cut by 100bps as expected to 4.5% and guided that there may be more to come but that it may or may not 

come by the next meeting. 

CANADA 

Retail sales came in markedly weaker than guessed in April and StatsCan’s guidance for 

May’s retail sales should be viewed skeptically given how far off their prior guidance for 

April turned out to be. Markets predictably shook it off with neither USDCAD nor 2s caring.  

 

CDN retail sales, m/m % change, SA, April: 

Actual: -26.4 / -22 

Scotia: -12 / -9 

Consensus: -15.1 / -12 

Prior: -10 / -0.4 
 

Sales volumes fell by 25.2% m/m which accounted for most of the 26.4% m/m drop in the 

dollar value of sales. That’s a record monthly decline, needless to say. Chart 2 shows the 

record quarterly annualized collapse. 

StatsCan guided that May’s retail sales climbed 19.1% m/m, but while advance guidance 

is helpful, treat this with high caution. Their guidance in the March sales report for what 

April would turn out to be was a drop of 15.6% m/m in April when instead the figure was 

much worse at -26.4% m/m as we see this morning. To be fair, StatsCan’s estimate is 

preliminary by definition and hence based upon incomplete data, but given that it lags 

other global data agencies offering May readings and that its preliminary guidance can be so far off, there is clearly more work to 

be done to make the agency more timely in its efforts. 

Perhaps among the bigger surprises was the retrenchment in pandemic related spending. Food and beverage stores’ sales fell 12.7% m/m 

and health/personal care store sales fell 18%. In weighted terms, these categories knocked over five percentage points off of headline sales. 

Autos were generally on the mark, down 47% m/m at new car dealers. Gas station sales were down 32% on combined prices and 

with cars parked in driveways. See chart 3 for weighted contributions to sales volumes. 

Retail e-commerce jumped 56% m/m SA to a record high 9.5% of total retail sales from 4.9% the prior month but also partly 

because everything else tanked. 

UNITED STATES 

US markets only face limited Fed-speak. Powell joins Mester at a community virtual event (1pmET). Vice Chair Quarles talks about 

stress testing (12pmET). Boston Fed’s Rosengren speaks about the economic outlook (10:15amET).   
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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. 0.19 0.20 0.19 0.34 0.33 0.33 0.73 0.71 0.71 1.51 1.48 1.46 Canada - BoC 0.25

CANADA 0.31 0.30 0.28 0.39 0.37 0.37 0.56 0.52 0.53 1.04 1.00 1.06

GERMANY -0.67 -0.65 -0.67 -0.65 -0.64 -0.66 -0.41 -0.41 -0.44 0.03 0.02 0.04 US - Fed 0.25

JAPAN -0.14 -0.14 -0.14 -0.10 -0.11 -0.10 0.02 0.02 0.01 0.57 0.57 0.55

U.K. -0.04 -0.04 -0.04 0.02 0.01 0.01 0.25 0.23 0.21 0.72 0.68 0.61 England - BoE 0.10

CANADA 12 10 9 5 4 4 -17 -19 -17 -46 -48 -40 Euro zone - ECB 0.00

GERMANY -86 -85 -87 -100 -97 -98 -114 -112 -114 -148 -146 -141

JAPAN -33 -33 -33 -45 -44 -43 -71 -69 -69 -93 -91 -91 Japan - BoJ -0.10

U.K. -23 -23 -23 -33 -32 -32 -48 -48 -50 -78 -80 -85

Equities Mexico - Banxico 5.50

1 Day 1-mo

S&P/TSX 0.3 4.0 Australia - RBA 0.25

Dow 30 1.3 9.1

S&P 500 0.1 6.6 New Zealand - RBNZ 0.25

Nasdaq 0.9 9.2

DAX 1.1 12.1

FTSE 1.3 5.1

Nikkei 0.6 10.0 Canada - BoC Jul 15, 2020

Hang Seng 0.7 1.0

CAC 1.3 12.7 US - Fed Jul 29, 2020

Commodities

WTI Crude 3.5 23.7 England - BoE Aug 06, 2020

Natural Gas 1.1 -9.5

Gold 0.6 -0.6 Euro zone - ECB Jul 16, 2020

Silver 0.8 1.5

CRB Index 1.2 7.1 Japan - BoJ Jul 15, 2020

Currencies

USDCAD -0.2 -2.7 Mexico - Banxico Jun 25, 2020

EURUSD 0.2 2.8

USDJPY -0.1 -0.8 Australia - RBA Jul 07, 2020

AUDUSD 0.5 5.4

GBPUSD -0.3 1.1 New Zealand - RBNZ Jun 23, 2020

USDCHF -0.2 -2.2

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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