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KEY POINTS: 

 Strong risk rally as central bank actions begin to bite

 Fed’s PD facility fires up today

 Norway cuts and pledges there could be more…

 …but other forces carried the krone higher

 PBOC unexpectedly holds, but Chinese bonds still rally

 Russia’s central bank stays on hold as expected

 CDN retail sales too stale to matter

 US home sales gains are likely getting exhausted

INTERNATIONAL 
Well that’s better now, isn’t it?  We’ll find out if the rally in risk assets holds 
through to the weekend or if PMs take some profit and seek cover into weekend 
headlines.  Memories of over a decade ago recall that it was often on weekends 
when the dirt got flung.  For now, however, markets are rejoicing over the 
magnitude of the policy response across global central banks and as the US 
slowly moves toward getting some fiscal relief out the door.  The Fed’s Primary 
Dealer Credit Facility that extends credit to PDs backed by a broad range of 
collateral including investment grade debt securities from corporate paper to 
municipal bonds and equities fires up today.  Central bank actions were mixed 
overnight as Russia can’t do anything, the PBOC won’t do anything, and 
Norges’ actions failed to dent currency strength.  This morning brings backward 
looking data out of the US and Canada that in both cases may be the last or 
among the last positive readings for home sales and retail sales for some time.  
Please also see last evening’s Closing Points for a sweep of financial market 
indicators that generally continue to point to strains in financial markets. 

 Equities are broadly higher.  European cash markets are up by between
2.5% (Italy) and over 5% (Paris).  US equity futures are up by about 3% or
so across the exchanges.  TSX futures are up by under 2%.  Asian equities
were broadly higher even as Tokyo was shut for Vernal Equinox Day.  The
eye-popper was a gain of about 7½% in Seoul.

 Sovereign bonds are rallying hard again.  The US Treasury curve is bull
flattening with the long bond down a whopping 15bps and 2s down 6bps.
Canada’s curve is also bull flattening but less spectacularly with 30s down
11bps and 2s –5bps.  Ditto for Europe in gilts and EGBs to varying
magnitudes.

 Oil prices are up by either side of a buck in terms of both Brent and WTI.

Gold is up US$31/oz to back over $1500 as real rates decline again and
carry financing lower.

 The USD is broadly softer this morning.  The strongest crosses are the won,
A$/NZ$, sterling, CAD, and krone despite Norway’s unexpected rate cut.
All major currencies are nevertheless higher, though the euro and its related
crosses as well as the Mexican peso are underperforming many of the
others.

ON DECK FOR FRIDAY, MARCH 20 

Country Date Time Indicator Period BNS Consensus Latest

CA 03/20 08:30 Retail Sales (m/m) Jan -- 0.3 0.0

CA 03/20 08:30 Retail Sales ex. Autos (m/m) Jan -- 0.2 0.5

US 03/20 10:00 Existing Home Sales (mn a.r.) Feb -- 5.5 5.5

US 03/20 10:00 Existing Home Sales (m/m) Feb -- 0.9 -1.3
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Norges Bank unexpectedly and unanimously slashed its deposit rate by 75bps to 0.25% this morning.  The policy 
statement (here) kept a dovish bias by stating “Norges Bank will continually consider measures to ensure that the policy 
rate passes through to money market rates. The Committee does not rule out that the policy rate may be reduced 
further.”  That said, if the aim was the weaken the krone, it backfired.  Comments from Norges yesterday morning indicated 
intervention risk and that drove the currency weaker to the dollar.  Since then and including the after effects of this morning’s cut, 
however, the krone has rallied to become the strongest performing currency versus the USD with a cumulative gain since 
yesterday morning’s weakest point now at over 10%.  Likely reasons include no follow through on feared intervention beyond the 
rate cut, higher oil prices and broad softness in the USD are driving the krone higher. 

Russia’s central bank left its key rate unchanged at 6% as expected this morning. The statement (here) 
abandoned prior forward guidance that had stated “  the Bank of Russia holds open the prospect of further key rate reduction 
at its upcoming meetings.”  The central bank’s conundrum remains the plunging ruble.  Even this morning, it is little changed to the 
dollar with a slight positive bias that is nevertheless underperforming almost all other currencies on a morning of broad dollar 
weakness.    

The People’s Bank of China unexpectedly left its one year and five year Loan Prime Rates unchanged at 4.05% and 4.75% 
respectively.  Curiously, the two year Chinese government bond cheapened well ahead of the announcement…. 
Nevertheless, the curve remained lower on the day. 

UNITED STATES 
The market effects of implementing the Fed’s numerous measures announced to date and momentum toward 
implementing a Federal fiscal stimulus package will dominate market attention.  Data risk is very low.  

US Senate Majority Leader Mitch McConnel’s introduction of the Senate’s version of a stimulus bill was announced 
yesterday and offers US$1,200 rebates to individuals and double that to married folks with earnings up to about 
US$100k per person or about $200k for couples.  That’s fairly modest if we’re looking at soaring unemployment and 
lost wages.  Horse trading will now unfold as the Dems are brought onside and Treasury Secretary Mnuchin pushes 
both sides to reach agreement by Monday which is likely ambitious.  There are enough areas of disagreement during a 
recess period to likely tie it up for longer.  

US existing home sales probably rebounded in February (10amET).  Pending home sales soared by over 5% m/m in 
seasonally adjusted terms during January and take 30-90 days to fully shop up in completed resale transactions after the 
paperwork settles, depending upon potential cancellations.  Going forward, two forces are likely to weaken US home sales.  One is 
the backing up in the thirty-year fixed mortgage rate from a trough of 3.55% in early March to about 4% now due to the backing up 
in Treasury yields but also wider spreads.  The result has brought the rate back to where it was last June.  Second is the unfolding 
confidence shock. 

CANADA 
Canada updates retail sales during January (8:30amET) and it’s usually a highly uncertain release with limited tracking 
ability into the report.  Autos, gasoline and CPI inflation suggest a modest gain in headline sales.  Like everything else, 
indicators covering March onward will be far more relevant in terms of tracking the magnitude of the unfolding damage to the 
economy.  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.norges-bank.no/en/news-events/news-publications/Press-releases/2020/2020-03-20-press-release/
https://cbr.ru/eng/press/PR/?file=20032020_133000Key_eng.htm


March 20, 2020 

GLOBAL ECONOMICS 

|  DAILY POINTS 

3 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


March 20, 2020 

GLOBAL ECONOMICS 

|  DAILY POINTS 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have 

been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or 

completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct 

or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading 

strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a 

recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 

23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed 

as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may 

engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or 

disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable. 

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel 

Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank 

Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of 

the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is 

authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK 

Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential 

Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available 

from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct 

Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by 

the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

