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ON DECK FOR WEDNESDAY, SEPTEMBER 8 

KEY POINTS: 

• Mild risk aversion with light global calendar risk 

• What to watch for in the (short) BoC statement 

• CDN election debate tonight... 

• ...and what if an economist could ask the questions 
 

The BoC will be the sole focus ahead of the first Canadian leaders’ debate. 

Global market sentiment is slightly risk averse with a mildly stronger USD, 

slightly flatter sovereign yield curves with 10 year yields down by 1–3bps and 

with equities down by ~½ in Europe and little changed in N.A. futures. There 

were no material overnight developments. The US calendar will be quiet with 

just the Fed’s Beige Book (2pmET) and this morning’s weekly mortgage 

purchase applications that fell 1.9% w/w on lower refi activity while the purchase 

applications have moved slightly off the late-July and early-August bottom. 

CANADA 

Other than massaging some of the wording in somewhat cryptic fashion, there is 

very little to be expected out of what will probably be a rather short statement 

from the Bank of Canada (10amET) before the election 12 days later and before 

the October 27th MPR forecast reset. There will be no press conference or 

forecasts today, so just drop it, run and hide. Remember, the entire goal here is 

to avoid headlines and big market effects and hence stay out of the political 

crosshairs, so treat expected market effects accordingly. 

How short will it be? Short short. Heck, for that matter, why not just be honest 

about it and issue one tersely worded sentence: “Due to the pending Canadian 

election we have nothing to say.” Done. That would respect what the BoC has 

typically tended to do into elections. But they won’t. Into past elections, the 

September 2019 statement—when the Libs were cruising to a majority against 

Harper—was a brief 393 words long and spread across five short paragraphs. 

The September 2015 statement (when the Libs were on the verge of losing their 

majority) was even shorter at 335 words, also with five short paragraphs. Are 

statements even shorter when polls indicate a minority outcome one way or the 

other? 

Assessing potential statement wording changes for this meeting is always 

complicated by the fact we are comparing to a full MPR statement in July, let 

alone by the election. Here’s an attempt by going back to the July statement. On 

balance, what they’ll take back in some forms of added caution by flagging rising 

COVID-19 cases and the GDP disappointment I’d expect them to give by way of 

cautious optimism with a see ya in October feel to it as they punt the opportunity 

to incorporate new information into a full forecast update. 

Chart 1 

Country Date Time Indicator Period BNS Consensus Latest

CA 09-08 10:00 BoC Interest Rate Announcement (%) Sep 8 0.25 0.25 0.25

US 09-08 07:00 MBA Mortgage Applications (w/w) Sep 3 -- -- -1.9

US 09-08 10:00 JOLTS Job Openings (000s) Jul -- 10,049 10,073

US 09-08 13:10 Fed's Williams Discusses Economic Outlook

US 09-08 14:00 US Federal Reserve Releases Beige Book

US 09-08 15:00 Consumer Credit (US$ bn m/m) Jul -- 25.0 37.7

US 09-08 18:00 Fed's Kaplan Holds Virtual Town Hall
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• Paragraph 1: no change. This is just the statement outlining how they kept everything on hold like the policy rate and the 

C$2B/week GoC bond purchase target. Tapering or ending purchases today would definitely be a poorly telegraphed shock to 

markets and against the pattern of doing so with full MPR forecasts and pressers even if it were not for unexpected GDP 

revisions and the fourth wave. 

• Paragraph 2 on global conditions: They could soften the reference to ‘recovering strongly.’ They’ll retain reference to the 

spread of new variants, uneven recoveries, dependence on the course of the virus. 

• Paragraph 3 on global forecasts: Strike it out, no update until the October MPR. 

• Paragraph 4 on Canadian conditions: Replace “third wave of the virus slowed growth” in Q2 with how it instead sparked a 

contraction with reference to GDP revisions. Replace “falling COVID-19 cases” with rising but perhaps flag that compared to 

the US the new cases per capita in Canada are rising at a much more moderate pace. Delete or postpone reference to “strong 

pickup in the second half of this year.” Likely punted to Q4. Likely take a page from the RBA in looking through Delta effects to 

a choppy but sustained recovery aided by vaccines and policy. 

• Paragraph 5 on Canadian forecasts: Likely fully strike out this paragraph until the October MPR. If anything is retained, then 

reference similar rotation arguments (housing and consumer spending toward trade and investments). Chart 1 shows how the 

output gap could evolve given the GDP revisions that unexpectedly showed a contraction in Q2 with no growth baked into Q3 

so far while using our forecasts for actual GDP growth and the Bank of Canada’s 1.8% average annual potential GDP growth 

assumption. The gap wouldn’t shut until the end of 2022 at the earliest and so the camp arguing gaps would shut later got 

bailed out by negative revisions to GDP that knocked several percentage points off Q2/Q3 growth tracking. The BoC might 

adjust potential in the October MPR with a greater bias toward lowering it than raising it, but it just raised its estimate of 

potential GDP growth in the July MPR compared to April estimates on the logic that investment was rebounding and so were 

jobs as evidence of less labour market scarring. That evidence on investment and jobs has since strengthened. We’ll issue 

new forecasts (probably) tomorrow that show where we land in the balance of actual growth, potential growth and output gaps 

but it may or may not match where the BoC will lean into October forecast revisions. 

• Paragraph 6 on Canadian inflation: This is where things could get a bit more interesting. They won’t issue new forecasts 

now, so strike out that part. But will they soften “temporary factors that include base-year effects and stronger gasoline prices, 

as well as pandemic-related bottlenecks as economies re-open”? What leans in favour of retaining ‘temporary’ references is 

the negative revision to GDP that could mean more slack at present than previously judged. What leans against retaining 

’temporary’ is that the BoC’s inflation models that heavily rely upon slack have totally blown it in terms of forecasting the strong 

acceleration we’ve seen across inflation readings over the pandemic while a components sector-based approach points to 

further ongoing pressures. I don’t find their messaging to date to be terribly credible especially as they’ve totally blown their 

inflation forecasts over the past year. Others agree, such as former Gov Dodge who thinks they should be more circumspect 

and less one-sided. 

• Paragraph 7, concluding with policy guidance: Similar to July. 

Tomorrow’s speech by Governor Macklem might be more interesting with a focus upon “QE and the reinvestment phase.” See my 

week ahead pub and deck for a full preview of the BoC that is more focused upon Macklem's speech on QE the following day. 

After the BoC, it’s onto the French-language national leaders’ debate at 8pmET tonight. Details on how to watch, format etc are 

available here. No doubt it will be a couple of hours of scintillating debate about the worldly and domestic matters that really matter 

the most. Should your French happen to be a tad rusty, networks (eg. Global News) will be airing translations tonight. The English-

language debate will be tomorrow night.  

Now, if an economist were the moderator this evening, then here is what I’d ask each party leader with the full realization that 

these questions stand pretty much zero chance of being asked if they want the majority of the audience to stay awake. 

1. What single, tangible economic policy do you think differentiates your party’s platform from the others?  

2. Do you plan on raising taxes to pay for pandemic costs and further spending like the UK just did despite PM Johnson’s earlier 

pledge? If so, which ones? 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
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3. Given that a material decline in debt-to-GDP does not appear to feature as part of any of your platforms, how would you prepare 

the nation’s finances for the next and subsequent downturns (that economists are unlikely to forecast far enough in advance) and 

when deficit financing and debt ratios typically soar?  

4. Your proposals to tackle a rising cost of living measured by CPI inflation affect trivial shares of the CPI basket. How would your 

government react to the broad effects and unequal outcomes if we are entering a period of sustained inflationary pressure in 

excess of the Bank of Canada’s 2% target especially given the BoC’s rather spotty track record at forecasting inflation? 

5. Are you comfortable with the balance between fairness and encouraging growth in the nation’s system of taxation? If not, how 

would you change it and would you make it more/less progressive and more/less growth friendly? 

6. Education is mainly a provincial area of jurisdiction, but how would you tweak Federal programs to re-equip the workforce for 

potentially permanent pandemic-era changes? 

7. We’ve heard a lot about punitive sector measures from each party, but in a more positive sense, how would you help to unleash 

greater growth and employment prospects for the country’s key sectors, such as Finance and Energy? What are your specific 

proposals to reduce barriers to growth across new economy sectors? 

8. Are higher intergovernmental transfers really the solution to a post-pandemic world, or would provincial governments simply 

crowd in fiscal relief by spending more and/or cutting taxes? 

9. We’ll have a new government before the Bank of Canada issues its long-awaited strategic review. Is there anything you would 

change in their inflation renewal agreement if you had a blank slate? 

10. Could you please elaborate upon how Canada can enact policies to grow the oil and gas sector without violating GHG pledges 

and how you would feel about doing so? Also how would you address the critical issue of diversifying export markets through new 

pipelines in a realistic sense that addresses issues in the courts and across special interest groups? 

But don’t hold your breath. None of these questions will be materially broached in the debates. From day one, this election 

campaign was not being waged as a contest between materially different platforms on the economy. That’s in no small part due to 

the fact that the electorate isn’t demanding it relative to other issues that have less bearing on the long-run prosperity of the 

country.   
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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. 0.21 0.22 0.21 0.80 0.82 0.77 1.34 1.37 1.30 1.95 1.99 1.91 Canada - BoC 0.25

CANADA 0.40 0.40 0.41 0.80 0.81 0.80 1.21 1.23 1.18 1.77 1.79 1.74

GERMANY -0.70 -0.70 -0.71 -0.64 -0.63 -0.68 -0.34 -0.32 -0.37 0.15 0.17 0.12 US - Fed 0.25

JAPAN -0.12 -0.12 -0.12 -0.09 -0.10 -0.11 0.05 0.04 0.03 0.67 0.66 0.65

U.K. 0.19 0.19 0.20 0.37 0.38 0.37 0.72 0.74 0.69 1.05 1.08 1.03 England - BoE 0.10

CANADA 18 18 20 -0 -1 2 -14 -14 -12 -18 -20 -17 Euro zone - ECB 0.00

GERMANY -91 -92 -92 -144 -145 -145 -168 -170 -167 -180 -182 -180

JAPAN -33 -34 -33 -90 -92 -88 -130 -133 -126 -128 -132 -126 Japan - BoJ -0.10

U.K. -3 -3 -1 -43 -45 -41 -62 -64 -60 -90 -91 -88

Equities Mexico - Banxico 4.50

1 Day 1-mo

S&P/TSX -0.1 1.6 Australia - RBA 0.10

Dow 30 -0.8 -0.3

S&P 500 -0.3 1.9 New Zealand - RBNZ 0.25

Nasdaq 0.1 3.6

DAX -0.6 -0.1

FTSE -0.4 -0.0

Nikkei 0.9 8.5 Canada - BoC Sep 08, 2021

Hang Seng -0.1 0.1

CAC -0.3 -1.6 US - Fed Sep 22, 2021

Commodities

WTI Crude 1.2 1.3 England - BoE Sep 23, 2021

Natural Gas 1.9 12.4

Gold 0.4 2.2 Euro zone - ECB Sep 09, 2021

Silver -1.9 -2.9

CRB Index -1.0 1.6 Japan - BoJ Sep 22, 2021

Currencies

USDCAD 0.2 0.7 Mexico - Banxico Sep 30, 2021

EURUSD -0.1 0.8

USDJPY -0.1 -0.1 Australia - RBA Oct 04, 2021

AUDUSD -0.1 0.6

GBPUSD -0.1 -0.5 New Zealand - RBNZ Oct 05, 2021

USDCHF 0.1 0.0

              Spreads vs. U.S. (bps):               

Government Yield Curves (%):
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