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GLOBAL ECONOMICS  

DAILY POINTS 

June 22, 2022 @ 7:05 EST 

KEY POINTS: 

• Risk-off sentiment returns as violent market mood swings persist 

• Canadian CPI may inform July BoC moves… 

• ...with SDG Rogers speaking afterward 

• Gilts rally on wild positioning swing as core CPI misses  

• Powell’s Congressional testimony is likely to re-hash last week’s FOMC 

• A desperate Biden is likely to offer a misguided gas tax holiday… 

• ...as US energy policy is a mess 

We’ve got all the telltale signs of risk-off sentiment being reflected in unison across asset 

classes so far this morning. I’m not really sure about any truly fresh catalyst beyond daily 

noise around recession, no recession, the economy loves us, loves us not.  

Anyway, we start the morning with sovereign yields pushing lower and led by gilts (see 

below). The USD is broadly stronger with even CAD in the middle of the pack ahead of CPI 

as a sharp decline in oil prices of about $5/barrel is dragging down currencies linked to oil. 

US and Canadian equity futures are down by over 1% with European cash markets about 

1.5–2% lower. 

The main focal points into today’s session will be Canadian CPI and BoC speak that will 

dominate my attention, the first of two days of testimony before Congress by Fed Chair 

Powell and UK inflation. 

UK inflation landed within the realm of guesstimates but core inflation decelerated by a 

touch more than expected to 5.9% y/y (6.2% prior, 6% consensus) and that’s probably 

driving the greater decline in 2-year UK yields than the declines elsewhere. This is the first 

time since last September when UK core CPI missed and so no doubt there are some 

adaptive swings in the positioning bias at work. Headline inflation was on the mark at 9.1% 

y/y (9% prior, 9.1% consensus) and 0.7% m/m (0.7% consensus).  

Canada updates CPI for May this morning (8:30amET). I’m above consensus again. See the 

Global Week Ahead’s preview here. I’ve estimated a m/m seasonally unadjusted rise of 1.2

–1.3%. Take that and then tack on the inclusion of used vehicles for the first time which 

Statcan has estimated would add ~0.2ppts y/y and the result is the y/y rate could rise 

toward 7.8% y/y. I suspect at least some in consensus are forgetting to add StatCan’s 

used vehicle estimate to the y/y rate given they won’t retroactively incorporate the 

component when they add it. Drivers include the following: 

• base effects would drag the y/y rate down to 6.2% if nothing else changed; 

• May is normally a seasonal up-month for prices (chart 1) as anyone who has ever lived 

Chart 1 
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Chart 2 

Country Date Time Indicator Period BNS Consensus Latest

US 06-22 07:00 MBA Mortgage Applications (w/w) Jun 17 -- -- 6.6
CA 06-22 08:30 Core CPI - Common (y/y) May -- 3.4 3.2
CA 06-22 08:30 Core CPI - Median (y/y) May -- 4.7 4.4
CA 06-22 08:30 Core CPI - Trim (y/y) May -- 5.4 5.1
CA 06-22 08:30 CPI, All items (m/m) May 1.2 1.0 0.6
CA 06-22 08:30 CPI, All items (y/y) May 7.8 7.3 6.8

CA 06-22 08:30 CPI, All items (index) May -- 151.1 149.8

US 06-22 09:00 Fed's Barkin Speaks to West Virginia Chamber of Commerce

US 06-22 09:30 Powell Delivers Semi-Annual Testimony Before Senate Panel
CA 06-22 10:40 Bank of Canada SDG Rogers Holds Fireside Chat
US 06-22 12:00 Fed's Barkin Speaks to Federal City Council
US 06-22 12:50 Fed’s Evans Discusses Economic Outlook

US 06-22 13:30 Fed's Harker and Barkin Discuss the Economic Outlook
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in our climate would fully understand. A particular standout is the recreation/education/reading category (chart 2) that on average has 

jumped 1.4% m/m NSA in the month of May over the past 10 years. It was weaker than usual in April and may whipsaw higher. There is 

about a 10% weight on this category. This is one area where the gain may be even stronger than usual given reopening effects. 

• gas prices should add ~0.4 ppts to m/m NSA CPI 

• natural gas prices could add another tenth or so. Alberta hub prices are less hot than Henry hub. 

• higher food prices likely added another few tenths. 

• the biggie here is that reopening effects on higher contact services prices could be large 

again. Service prices have been up by 0.6–9.9 in the March–April reopening period and 

with Springtime effects compounding the reopening we may see hot prices across 

categories like airfare, lodging, restaurants etc. 

• yesterday’s retail sales guidance for May could also indicate hot prices. The preliminary 

estimate for May’s nominal sales gain was 1.6% m/m but no details are provided with this 

estimate so we can’t break apart prices and volumes or any other details. I find it curious 

that April’s 0.9% m/m nominal gain matched the volume gain for that month given what 

we know about prices in the April CPI figures. 

• the CPI basket gets its annual re-weighting today as well, but the effects on y/y inflation 

are likely to be minimal by my estimates (chart 3) and in keeping with last year’s minimal 

effects. We already know the weights since March’s household spending breakdown and 

last week’s official CPI basket weights so the scope for surprise on the y/y effects is low. 

BoC-speak will have a chance to react not long after Canadian CPI. Watch for potential 

references to 75+ in July, terminal rate, reaction to CPI etc. SDG Rogers will be in a ‘fireside chat’ at the Globe and Mail (10:40amET) and her 

topic is ‘Growth and Risk—The Future of the Canadian Economy.’ No published remarks, no presser, no webcast, no audience Q&A, 

probably no fireplace either, just the G&M’s interpretations of what she says. That rather sounds to me like an unusual event! Maybe it’s 

about tightly managing the messages. Rogers is more of a regs person and strongly adds to the Governing Council’s skillsets, but she came 

into the role with little known by way of her background in economics or monetary policy and so this may be a chance to address this.  

In between the Canadian developments will be Fed Chair Powell’s opening statement (9:30amET) and what is typically tedious testimony 

before Congress on a range of substantive and tangential issues. I’m not expecting a whole lot of anything new out of this to be honest after 

the statement, SEP including dots, and Powell’s press conference just last Wednesday. The staff MPR that was released last Friday was a 

non-event as is typical. Expect more tough talk on combating inflation that we should have been hearing more about much earlier. We’ll 

hear from other Fed officials as well including Richmond’s Barkin (12pmET), Chicago’s Evans (12:50pmET), and then Philly’s Harker and 

Barkin again (1:30pmET). 

Then at 2pmET today, US President Biden will announce a gas tax holiday until September which is among the dumbest ideas out there in 

terms of cooling inflation. It’s a transitory one-off effect on relative price for starters. Unless extended, a three-month 18-cent/gallon cut 

timed for the rest of the summer driving season will then see prices jump again right before the November mid-terms. Retailers could crowd 

in some of the tax space from an incidence effect standpoint. Even if not, the last thing that’s needed to fight inflation is to give folks 

relatively more money to spend on other hot items in the basket.  

US energy policy in general is in a total shambles under Biden. Treasury Secretary Yellen’s part in Monday’s Dems-Libs confab in Canada 

was further manifestation of this point. She said that approving Keystone XL would not address short-term energy challenges. Well, it might 

have had you not repealed the permit!! Outgoing Alberta Premier Kenney had said even as recently as March of this year that Keystone 

could be finished by early 2023 and so contrary to Yellen’s assertion, it would have been a shorter-term solution. Instead, Yellen claims that 

oil price caps and gas-tax holidays are sensible ideas. This logic follows efforts toward taxing energy company profits. In the meantime, 

Biden is off begging Venezuela’s Maduro and MBS for more oil and the US continues to snub its peaceful, friendly, northern democratic ally.  
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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. 3.10 3.20 3.19 3.26 3.36 3.37 3.20 3.28 3.29 3.28 3.34 3.33 Canada - BoC 1.50

CANADA 3.29 3.34 3.28 3.35 3.41 3.40 3.42 3.50 3.46 3.32 3.39 3.32

GERMANY 1.07 1.16 1.09 1.43 1.55 1.44 1.64 1.77 1.64 1.87 1.98 1.80 US - Fed 1.75

JAPAN -0.07 -0.07 -0.02 0.07 0.07 0.08 0.25 0.24 0.26 1.26 1.25 1.22

U.K. 2.12 2.32 1.96 2.15 2.34 2.06 2.51 2.65 2.47 2.74 2.87 2.64 England - BoE 1.25

CANADA 19 14 9 8 5 3 22 22 17 4 5 -1 Euro zone - ECB 0.00

GERMANY -203 -204 -211 -183 -181 -193 -155 -151 -164 -141 -136 -153

JAPAN -317 -326 -322 -319 -330 -329 -295 -304 -303 -202 -209 -211 Japan - BoJ -0.10

U.K. -98 -88 -123 -111 -102 -130 -68 -62 -82 -54 -47 -69

Equities Mexico - Banxico 7.00

1 Day 1-mo

S&P/TSX 0.4 -4.7 Australia - RBA 0.85

Dow 30 2.1 -2.3

S&P 500 2.4 -3.5 New Zealand - RBNZ 2.00

Nasdaq 2.5 -2.5

DAX -1.9 -6.8

FTSE -1.4 -4.6

Nikkei -0.4 -2.2 Canada - BoC Jul 13, 2022

Hang Seng -2.6 1.4

CAC -1.6 -6.7 US - Fed Jul 27, 2022

Commodities

WTI Crude -4.5 -7.7 England - BoE Aug 04, 2022

Natural Gas -1.1 -16.7

Gold 0.4 -0.3 Euro zone - ECB Jul 21, 2022

Silver 0.1 -1.6

CRB Index -0.0 -1.2 Japan - BoJ Jul 21, 2022

Currencies

USDCAD 0.4 1.6 Mexico - Banxico Jun 23, 2022

EURUSD -0.1 -1.6

USDJPY -0.5 6.3 Australia - RBA Jul 05, 2022

AUDUSD -0.9 -2.8

GBPUSD -0.2 -2.7 New Zealand - RBNZ Jul 12, 2022

USDCHF -0.2 -0.1
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