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ON DECK FOR THURSDAY, JUNE 25 

KEY POINTS: 

• Cautious market bias absent fresh catalysts  

• US claims progress stalls, drivers uncertain  

• Banxico expected to cut 

• Turkey’s central bank surprises with a hold 

• The Covid-19 world beyond America 
 

INTERNATIONAL 

Global markets are mixed with a slightly cautious tone and little by way of any 

fresh catalysts. US macro readings were mixed this morning, but generally not 

material market movers. A pair of central bank decisions included a surprise 

hold from Turkey and greater focus upon Banxico’s expected cut this afternoon 

and perhaps more importantly the bias. Given how deeply American-centric a 

great deal of Covid-19 newswire coverage is, I’ve offered an updated sweep of 

case curves across the world to show the hotspots (LatAm, southern US, India, 

Iraq), the other areas under control and the general lack of the same degree of 

world correlation we had in past months (charts on next page). Fingers firmly 

crossed! 

• Global equities are mixed. European cash markets range from being flat in 

London to up by ½% in Paris and Madrid. US equities range from little 

change in the DJIA to the S&P500 being down by ½% along with a slightly 

larger loss in Toronto. 

• Sovereign bond yields are generally under downward pressure as curves in 

the US, Canada, UK and Germany slightly bull flatten in 2s10s. Italian and 

peripheral spreads over bunds are slightly wider over bunds which is 

consistent with risk aversion. 

• Oil prices are little changed with a volatile but presently slight positive bias 

as WTI is retaining yesterday’s decline and sitting just over US$38/barrel. 

• The USD is very slightly firmer on the day, but individual currencies are 

mixed. The euro and related crosses and won are leading the decliners. 

Classic safe havens like the yen and Swiss franc, however, are also flat to 

depreciating to the dollar as a mixed signal. CAD is middle of the pack and 

still largely ignoring yesterday’s Fitch downgrade. 

Country Date Time Indicator Period BNS Consensus Latest

US 06/25 08:30 Durable Goods Orders (m/m) May P 12.0 10.5 15.8

US 06/25 08:30 Durable Goods Orders ex. Trans. (m/m) May P 3.0 2.1 4.4

US 06/25 08:30 GDP (q/q a.r.) 1Q T -5.0 -5.0 -5.0

US 06/25 08:30 GDP Deflator (q/q a.r.) 1Q T -- 1.4 1.4

US 06/25 08:30 Initial Jobless Claims (000s) Jun 20 1350 1320 1480

US 06/25 08:30 Continuing Claims (000s) Jun 13 -- 20000 19522

US 06/25 08:30 Wholesale Inventories (m/m) May P -- 0.4 -1.2

US 06/25 09:30 Fed's Kaplan Speaks on Global Economic Transformation

US 06/25 11:00 Fed's Bostic Speaks on Florida's Economy
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Banxico is expected to cut by 50bps this afternoon (2pmET). All twenty-one economists in the Bloomberg consensus 

including Scotia’s Mario Correa expect Banxico to cut its overnight rate by 50bps tomorrow afternoon (2pmET). With 

headline inflation at 2.84% y/y and core inflation at 3.64% y/y compared to a target range of 2–4%, easing and guidance would rely 

in part upon the expected evolution of price pressures. As argued in the Global Week Ahead, however, policy guidance since the 

last time it cut on May 14th has been mixed. 

German GfK consumer confidence improved by a little more than expected but remains an underperformer compared to other 

business readings like PMIs, IFO and ZEW. 

Turkey’s central bank surprised markets by holding at a repo rate of 8.25% versus expectations for a 25bps cut.  

UNITED STATES 

US weekly jobless claims disappointed expectations for the second consecutive week but why remains uncertain. Claims only fell 

by 60k to 1.48 million (1.32 million consensus) last week. The slowing rate of improvement is shown in chart 1. Given that these 

are figures pushing right through the nonfarm reference period ahead of next Thursday’s payrolls it is a concern to markets in 

terms of the pace at which the job market is healing. What we don’t know is the extent to which a slowing pace of improvement 
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reflects concern about the labour market versus, say, expanded eligibility that weakens the connection between jobless claims and 

job growth. Indeed, we saw that in May when nonfarm payrolls unexpectedly sprang back with a 2.5 million gain against 

consensus expectations for a 7.5 million drop that were partly informed by indicators like claims. We also don’t know to what extent 

the timing of the COVID-19 shock messed with standard seasonal adjustments in terms of reliability of the claims estimates. 

US durable goods orders came in stronger than forecast but not by a whole lot and the durability of the gain is doubtful in future 

months. Orders were up by 15.8% m/m (consensus +10.5%, Scotia 12%). Most of that came through a rise in transportation 

equipment as expected (+80.7% m/m) including a 27.5% jump in orders for vehicles and parts. See chart 2. Ex-transportation, 

orders were up by only 4% m/m with gains in fabricated metals (+7.4%), primary metals (+0.1%), machinery (+1.1%), electrical 

equipment (+3.9%) and computers/electronics (+0.7%). Core capital goods orders (ex-defense and aircraft) were up by 2.3% m/m. 

Going forward, however, the issue is whether this is just a dead cat bounce off a very weak April when the economy was shut. 

Why drive trend growth in core capital goods orders amidst such a high degree of slack in the overall economy? 

Other releases were less informative. The advance merchandise trade deficit landed wider than expected at -US$74.3 billion  

(-US$70.7B prior, revised down a billion) against expectations for a small narrowing. Exports plunged by 25% m/m and imports fell 

by less at -14%.  

US Q1 GDP was left unrevised at -5% and consumption was left at -6.8% along with little change across other components.   

Fixed Income

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

U.S. 0.18 0.19 0.20 0.32 0.32 0.33 0.67 0.68 0.71 1.41 1.43 1.48 Canada - BoC 0.25

CANADA 0.29 0.30 0.30 0.37 0.38 0.37 0.52 0.54 0.52 1.02 1.02 1.00

GERMANY -0.70 -0.67 -0.65 -0.71 -0.68 -0.64 -0.48 -0.44 -0.41 -0.03 0.01 0.02 US - Fed 0.25

JAPAN -0.12 -0.13 -0.14 -0.10 -0.10 -0.11 0.02 0.02 0.02 0.58 0.59 0.57

U.K. -0.08 -0.07 -0.04 -0.05 -0.03 0.01 0.16 0.19 0.23 0.60 0.64 0.68 England - BoE 0.10

CANADA 11 11 10 4 6 4 -15 -14 -19 -39 -41 -48 Euro zone - ECB 0.00

GERMANY -88 -86 -85 -103 -99 -97 -114 -112 -112 -144 -142 -146

JAPAN -31 -32 -33 -42 -42 -44 -65 -66 -69 -83 -84 -91 Japan - BoJ -0.10

U.K. -26 -26 -23 -37 -34 -32 -51 -49 -48 -81 -79 -80

Equities Mexico - Banxico 5.50

1 Day 1-mo

S&P/TSX 0.1 1.6 Australia - RBA 0.25

Dow 30 0.3 4.4

S&P 500 0.1 3.3 New Zealand - RBNZ 0.25

Nasdaq 0.1 6.4

DAX 0.6 6.8

FTSE 0.3 2.5

Nikkei -1.2 7.3 Canada - BoC Jul 15, 2020

Hang Seng -0.5 8.0

CAC 0.8 8.1 US - Fed Jul 29, 2020

Commodities

WTI Crude 1.3 15.8 England - BoE Aug 06, 2020

Natural Gas -3.6 -11.1

Gold -0.0 1.7 Euro zone - ECB Jul 16, 2020

Silver 0.3 5.0

CRB Index 0.0 4.4 Japan - BoJ Jul 15, 2020

Currencies

USDCAD 0.0 -2.5 Mexico - Banxico Jun 25, 2020

EURUSD -0.2 3.0

USDJPY 0.1 -0.5 Australia - RBA Jul 07, 2020

AUDUSD 0.1 5.1

GBPUSD -0.0 1.8 New Zealand - RBNZ Aug 11, 2020

USDCHF 0.0 -2.4
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