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ON DECK FOR TUESDAY, JUNE 23 

KEY POINTS: 

• Risk appetite rises on rebounds and possible US stimulus 

• European PMIs beat expectations, reinforce rebound evidence 

• Unstable US administration adds two trade policy risks 

• US PMIs on path to expansion 

• US new home sales beat expectations 
 

INTERNATIONAL 

Risk-on, again! Rebound evidence out of Europe and the US remains in the 

driver’s seat while the Trump administration is reportedly considering another 

round of stimulus cheques. The market impact is offsetting the best efforts of 

incompetent and protectionist US trade policymakers to inject further risk into the 

global picture. They are doing so on two fronts. 

a) First is oddly conflicting US-China trade deal headlines that drove overnight 

volatility. They were sparked by comments from US trade adviser Navarro last 

evening when he said “it’s over. Yes” regarding the US-China trade deal. 

Navarro then conflicted himself by attempting to retract the remarks and rant 

against China. That ended in Trump saying the phase 1 trade deal is still on. It 

all follows USTR Lighthizer’s protectionist prior testimony repeating his 

support for tariffs. My personal view remains that US-China trade friction will 

resurface, the only question is exactly when. Phase 1 purchase quotas are set 

too high and the deal’s expiration at the end of 2022 would require 

renegotiation before any phase 2 deal or else it would result in a steep drop in 

front-loaded US exports to China. See you after November on that one.  

b) Second is that anonymous officials warn that the US may reintroduce 

aluminum tariffs on Canada by the end of the week and impose them on 

Canada Day. Aside from the ginormous cultural insensitivity should such 

action occur on the nation’s birthday, it also happens to be the day that the 

CUSMA/USMCA/NAFTA 2.0 trade deal goes into effect. Once again 

America’s trade partners have reason to doubt the value of its signature.  

With new risks being monitored, risk appetite continues to rise this morning but 

political risk in the US hangs over markets. 

• US equities are up by between ¾% and 1% across exchanges. TSX futures 

are up by about ¾%. European stocks are up by as little as 1% in London to 

about 2% in Frankfurt. Asian equities were up by varying amounts with 

Seoul at +¼%, Tokyo at +½%, HK at 1.6%, mainland China up by about 

¼% to ½% and India up by 1½%. 
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Date Time Indicator Period BNS Consensus Latest

06/23 9:45 Markit US Manufacturing PMI Jun P -- 50 49.6

06/23 9:45 Markit US Services PMI Jun P -- 48 46.7

06/23 9:45 Markit US Composite PMI Jun P -- -- 46.8

06/23 10:00 New Home Sales (000s a.r.) May 635 640 676

06/23 10:00 Richmond Fed Manufacturing Index Jun -- -2.0 0.0

06/23 13:00 Fed's Bullard Speaks on Economy & Monetary Policy
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• Oil prices are slightly higher in terms of WTI and Brent but by less than earlier this morning Western Canada Select may cross 

US$32 per barrel today; recall the low was in late April at US$3.8 per barrel while pre-covid prices were in the mid-30s.  

• Sovereign bond yields are little changed in North America as spreads over EGBs narrow somewhat. Ten year EGBs are up by 

2–3bps across maturities except for spread compression in Italy over bunds.w 

• The USD is broadly lower again today. Sterling and CAD are underperforming. Is all of this the start of broad US dollar 

softening? Maybe, but I’ve heard that view for years and I’m still waiting. The Fed’s trade-weighted nominal broad dollar index 

has come off slightly, but remains toward multi-decade highs. 

The preliminary ‘flash’ European PMIs beat expectations with record increases in the UK and Eurozone composite 

readings and will probably signal a return to growth in the next round of readings. That reinforces expectations for Q3 GDP 

to rebound given the correlations (charts 1, 2). European internal borders reopened at the start of last week and further easing 

measures are due in the UK at the end of next week and so look to more improvement ahead, albeit so far a technical bounce 

against the backdrop of soft demand. Here’s the rundown. 

• UK purchasing managers indices rebounded somewhat more than guessed but remain shy of signalling a return to growth. 

That next step may occur in the subsequent round. The composite PMI rose to 47.6 (41.2 consensus, 30.0 prior) as the 

manufacturing gauge jumped by just over nine points to 50.1 and the services service increased by 18 points to 47.0. Within 

the composite gauge, new orders are shrinking at a much slower pace as that subindex climbed to 46.8 (30.5 prior). 

• The Eurozone’s PMIs performed similarly. The composite gauge climbed to 47.5 (43 consensus, 31.9 prior). The services and 

manufacturing sectors are on similar footings with readings of 47.3 and 46.9 respectively, but the services PMI had further to 

climb to such a reading from the prior month. 

• France returned to growth while Germany is somewhat lagging. The French composite PMI jumped by over 19 points to 51.3 as 

both the manufacturing and service PMIs crossed the 50 dividing line between contraction (below) and expansion (above). 

Germany’s composite PMI climbed by over thirteen points to 45.8 with similar readings for the manufacturing and service PMIs. 

UNITED STATES 

US rebound evidence grew this morning and through a batch of three readings. 

First up were Markit’s PMIs that rebounded and added to the evidence out of the 

Eurozone and UK to show a slower pace of contraction that will likely turn to expansion in 

the next readings followed by a flatter rebound profile thereafter. Given the rough 

correlation with GDP, the Markit PMI is going in the right direction (chart 3). The 

composite gauge climbed to 46.8 from 37 prior. The manufacturing measure increased to 

49.6 from 37.0. The services measure climbed to 46.7 from 37.5. Trained eyes know that 

consensus expectations for this reading don't mean much; there is no consensus for the 

composite gauge, and the consensus for the manufacturing and service PMIs is total 

guesswork by the relatively few who submit estimates.  

Markit’s signal was reinforce by the Richmond Fed’s manufacturing index for June that 

climbed 27 points to 0 and signalled the end of the manufacturing retreat in that region. 

Still, Richmond did not post quite the same jump as the Philly and Empire readings such 

that manufacturing in the Richmond Fed’s area lags elsewhere. 

 US new home sales jumped 16.6% m/m in June to exceed consensus expectations for a 2.7% rise. Percentages overstate the 

magnitude of the gain off of a relatively soft starting point, and the gain in June was one-third fed by a downward revision to May  

(-5.2% m/m, originally +0.6%). Still, new home sales are a fresher housing market indicator because they get recorded when 

builders make the sales versus home resales that get recorded upon closing. Therefore, new home sales are capturing the 

rebound whereas the resale figures are still telling us about buying appetite months ago in the depths of the shutdown.   
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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 0.19 0.20 0.33 0.34 0.34 0.71 0.71 0.75 1.48 1.47 1.54 Canada - BoC 0.25

CANADA 0.30 0.30 0.29 0.40 0.39 0.38 0.55 0.54 0.55 1.01 1.00 1.06

GERMANY -0.67 -0.69 -0.65 -0.67 -0.68 -0.64 -0.42 -0.44 -0.43 0.06 0.01 0.06 US - Fed 0.25

JAPAN -0.13 -0.13 -0.14 -0.11 -0.11 -0.10 0.01 0.01 0.02 0.58 0.57 0.56

U.K. -0.06 -0.07 -0.04 -0.01 -0.02 0.00 0.21 0.19 0.21 0.69 0.69 0.61 England - BoE 0.10

CANADA 12 11 9 7 5 3 -17 -17 -20 -48 -47 -48 Euro zone - ECB 0.00

GERMANY -85 -88 -85 -99 -102 -98 -113 -115 -118 -142 -146 -149

JAPAN -31 -32 -34 -43 -45 -44 -70 -70 -73 -90 -90 -99 Japan - BoJ -0.10

U.K. -25 -26 -24 -34 -36 -34 -50 -52 -55 -79 -78 -93

Equities Mexico - Banxico 5.50

1 Day 1-mo

S&P/TSX 0.8 4.9 Australia - RBA 0.25

Dow 30 0.7 7.1

S&P 500 0.7 6.3 New Zealand - RBNZ 0.25

Nasdaq 0.9 8.8

DAX 2.2 13.2

FTSE 1.1 5.3

Nikkei 0.5 10.6 Canada - BoC Jul 15, 2020

Hang Seng 1.6 8.6

CAC 1.2 12.7 US - Fed Jul 29, 2020

Commodities

WTI Crude 0.0 22.6 England - BoE Aug 06, 2020

Natural Gas -2.6 -6.4

Gold 0.8 1.9 Euro zone - ECB Jul 16, 2020

Silver 1.9 5.1

CRB Index -0.2 7.2 Japan - BoJ Jul 15, 2020

Currencies

USDCAD -0.1 -3.4 Mexico - Banxico Jun 25, 2020

EURUSD 0.7 4.0

USDJPY -0.6 -1.4 Australia - RBA Jul 07, 2020

AUDUSD 0.9 6.5

GBPUSD 0.3 2.6 New Zealand - RBNZ Jun 23, 2020

USDCHF -0.5 -3.0

Current Rate

Central Banks

Next Meeting Date
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