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ON DECK FOR FRIDAY, JULY 16 

KEY POINTS: 

• The S&P500 has a friend in the US consumer 

• US retail sales beat expectations… 

• ...in a very, very strong year… 

• ...with all retail sectors fully recovering from the pandemic 

• Kiwi dollar lifted by soaring inflation 

• BoJ stands pat, optically joins green wave 

• Canadian housing starts continue the pandemic-driven increase in 

supply 

• US UofM sentiment on tap, watch inflation expectations 
 

INTERNATIONAL 

There was little by way of market moving developments overnight and today’s 

main focus will be upon the state of the US consumer.  

As far as markets go, one day it’s flatter. Then steeper. Flatter. Steeper. Flatter. 

Today the US Ts curve is a little steeper again with a bit of an assist from strong 

retail sales figures. US 10s are up 3bps and 2s are up 2bps. We’re just 

oscillating around a tight range driven predominantly by far too much liquidity 

sloshing around in anticipation of scarcity issues driven by the likelihood of no 

resolution of the debt ceiling for quite a while when it gets reinstated at month-

end. European 10s are slightly richer, probably with an eye on next week’s ECB 

meeting that I’ll write about in the week ahead (hint: it won’t matter…). The dollar 

is little changed. Equities are little changed on average but S&P500 futures 

popped a bit higher after the US retail figures. 

The kiwi dollar got a boost overnight from CPI. Q2 inflation almost doubled 

consensus at 1.3% q/q (0.7% consensus) which lifted the y/y rate to 3.3% (2.7% 

consensus). Both rates were the highest in over a decade. That puts inflation 

well above the 2% target and anticipation of this kind of heat was likely a 

contributor to the RBNZ’s abruptly more hawkish stance a few days ago. Like 

elsewhere, it’s not just base effects as NZ has posted between 0.5–1.3% q/q 

non-annualized CPI gains for 4 quarters. The annualized quarter-over-quarter 

inflation rates are overshooting the target (chart 1). Breadth was high with 10 of 

11 main groups rising.  
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q/q % change, 
annualized

Country Date Time Indicator Period BNS Consensus Latest

CA 07-16 08:15 Housing Starts (000s a.r.) Jun 270 270.0 282.1

CA 07-16 08:30 International Securities Transactions (C$ bn)May -- -- 20.8

CA 07-16 08:30 Wholesale Trade (m/m) May 1.1 1.1 0.5

US 07-16 08:30 Retail Sales (m/m) Jun -1.0 -0.3 0.6

US 07-16 08:30 Retail Sales ex. Autos (m/m) Jun 1.0 0.4 1.3

US 07-13 09:00 Fed's Williams Partakes in Event on Workplace Culture

US 07-16 10:00 Business Inventories (m/m) May -- 0.5 -0.2

US 07-16 10:00 U. of Michigan Consumer Sentiment Jul P 87.0 86.5 85.5

US 07-16 16:00 Total Net TIC Flows (US$ bn) May -- -- 101.2

US 07-16 16:00 Net Long-term TIC Flows (US$ bn) May -- -- 100.7

Chart 1         
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The BoJ left broad policy unchanged as expected. It slightly raised near-term 

inflation forecasts and slightly lowered growth for this year but raised next year. It still 

only sees inflation at 1% two years out which continues oh let’s see about 3 decades 

of that narrative. The BoJ introduced some green plans like 0% one-year loans to 

banks with unlimited rollover if they lend to, well, something that looks green…and 

indicated it will buy green bonds denominated in foreign currencies (but is not buying 

Japanese green bonds). The amount of reserves affected by the negative policy 

balance rate was also reduced. None of this is likely to be of material consequence to 

market participants. 

UNITED STATES 

The main focus today is likely to be on the state of the US consumer and the US 

consumer is strong.  

 

US retail sales, headline/ex-autos, m/m % change, SA, June: 

Actual: +0.6 / +1.3 

Scotia: -1.0 / 1.0 

Consensus: -0.3 / 0.4 

Prior: -1.7 / -0.9 (revised from -1.3 / -0.7) 
 

Against expectations for a decline (because we knew autos were down sharply and 

were uncertain about reopening effects given the prior months’ disappointment), retail 

sales actually surprised higher in June and posted a gain of 0.6% m/m and 1.3% m/m 

ex-autos. Autos did drag it down as expected, but the rest of the report showed a 

rebound effect unlike the prior month. 

US retail sales posted a nice beat on the headline readings and roughly met 

expectations for the control group after taking into account all revisions. The 

trend remains very, very strong. The retail sales control group feeds into 

consumption in GDP and excludes building materials, autos and gasoline and it was 

up 29% at an annualized q/q rate in Q1 and then another 14% in Q2. That points to a 

strong US consumer spending contribution to GDP growth. Total retail sales were up 

36% q/q SAAR in Q1 and 27% in Q2 (as a reminder, SAAR is seasonally adjusted at 

annualized rate). See chart 2. 
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The US consumer is ripping along. There is a lot of noise and choppy data with all of 

the supply chain and stimulus distortions that come and go, but the trend is 

unambiguously very strong. 

Breadth was solid. See chart 3 for the breakdown of growth in June by retail category 

and chart 4 does the same thing in weighted contribution terms. The US has achieved 

a full retail recovery (chart 5) but with still uneven effects (chart 6). Still, it’s noteworthy 

that all retail categories are now higher than they were in February 2020 just before 

the pandemic. 

Starting about now, American parents are getting the extra $300/child/mth child 

benefit payments on a monthly basis instead of waiting until tax filing season as per 

President Biden's change. That’s similar to what Canada’s Trudeau administration did 

a few years ago with the large spike in child benefit payments that Canadians largely 

spent. Back then, Canada got a surge in retail sales and then flopped on pulled 

forward effects. We'll see about the US experience, but I think the US consumer is in 

better shape than the Canadian consumer was back then and is now with a record 

low debt service burden, still high saving rate, strong wealth effects, a solid jobs 

recovery underway and tighter than often realized labour markets driving growing 

evidence of wage pressures with a full services recovery still ahead.  

University of Michigan consumer sentiment for July is also on tap (10amET). 

Apart from the confidence signals, the usual attention will be placed on consumers’ 

inflation expectations. Consumers in this survey indicate that the one-year ahead rate 

is expected to be 4.2% (up from 2.5% at the start of the year) and the 5-year ahead 

rate is expected to be 2.8% (also up from 2.5% at the start of the year). See chart 7. 

CANADA 

Canadian housing starts are still going strong. 282k new homes were placed under 

construction last month (consensus 270k) which was little changed from the prior 

month’s upwardly revised tally (286k, up from 276k). Robot-written Bloomberg 

headlines said starts fell which I guess technically they did, but a human would look at 

that and think that overall they were a little stronger than expected for June and then 

be sure to include the positive revisions for an overall net beat to expectations. The 

surge of new supply through the pandemic continues (chart 8).   
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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. 0.24 0.23 0.21 0.81 0.78 0.79 1.33 1.30 1.36 1.96 1.92 1.99 Canada - BoC 0.25

CANADA 0.51 0.50 0.53 0.90 0.89 0.94 1.28 1.26 1.32 1.80 1.78 1.82

GERMANY -0.68 -0.68 -0.68 -0.63 -0.62 -0.60 -0.34 -0.33 -0.29 0.14 0.15 0.21 US - Fed 0.25

JAPAN -0.12 -0.12 -0.11 -0.12 -0.12 -0.11 0.03 0.01 0.03 0.65 0.64 0.68

U.K. 0.13 0.15 0.09 0.34 0.36 0.30 0.65 0.66 0.66 1.13 1.15 1.17 England - BoE 0.10

CANADA 28 28 32 9 11 15 -5 -4 -4 -16 -14 -18 Euro zone - ECB 0.00

GERMANY -92 -90 -89 -144 -140 -138 -167 -163 -165 -181 -177 -178

JAPAN -36 -35 -33 -93 -90 -90 -131 -129 -133 -131 -128 -131 Japan - BoJ -0.10

U.K. -11 -8 -13 -47 -42 -49 -69 -64 -71 -83 -77 -82

Equities Mexico - Banxico 4.25

1 Day 1-mo

S&P/TSX 0.2 -0.2 Australia - RBA 0.10

Dow 30 0.2 3.0

S&P 500 -0.3 3.2 New Zealand - RBNZ 0.25

Nasdaq 0.5 4.1

DAX 0.0 -0.5

FTSE 0.1 -2.3

Nikkei -1.0 -3.3 Canada - BoC Sep 08, 2021

Hang Seng 0.0 -2.8

CAC -0.3 -2.7 US - Fed Jul 28, 2021

Commodities

WTI Crude 0.6 -0.1 England - BoE Aug 05, 2021

Natural Gas 1.2 12.5

Gold -0.3 0.7 Euro zone - ECB Jul 22, 2021

Silver 0.1 -5.1

CRB Index 0.6 1.5 Japan - BoJ Jul 15, 2021

Currencies

USDCAD -0.1 2.5 Mexico - Banxico Aug 12, 2021

EURUSD 0.0 -1.5

USDJPY 0.4 -0.4 Australia - RBA Aug 03, 2021

AUDUSD -0.0 -2.5

GBPUSD -0.1 -1.2 New Zealand - RBNZ Aug 17, 2021

USDCHF 0.1 1.1

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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