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USD Edges Higher on Month-end, Soft Risk Tone 

• USD gains after messy “presidential” debate ahead of month/quarter end.

• CAD steady in upper 1.33s; Jul/Aug GDP at 8.30ET.

• EUR bounces off 1.17 area; anxiety builds over relief package delays.

• GBP follows dollar mood while UK-EU trade talks continue to face hurdles.

• JPY unchanged in narrow trading channel, ignores risk tone.

• AUD and NZD steady after erasing gains on Chinese PMIs.

• MXN leads despite weaker oil and equities, remains in choppy trading band.

FX Market Update - The USD is trending somewhat firmer on the day, reflecting 

month- and quarter-end demand and the weak tone for risk assets that has emerged 

following last night’s chaotic—to be polite—presidential debate.  Polling indicates 

that voters thought Biden “won” the debate while betting markets reflect increased 

expectations of a Biden win.  The USD picked up support in the latter stages of the 

debate and after the President’s comments raised more concerns about the orderly 

transition of power if he lost the election; EUR losses extended in early European 

trade following ECB President Lagarde expressing concern about low inflation.  

European cash equity markets are weaker and US futures are lower on the day; 

major bond markets are narrowly mixed while crude oil and gold are modestly lower.  

Risk assets largely ignored firm activity data from China (Sep PMIs) released earlier. 

Among the major FX pairs, European currencies are under-performing notably 

against the USD on the day.  The soft CHF is ignoring weak risk assets, while the 

JPY is flat.  The MXN is the top performer on the session so far , although spot is still 

effectively consolidating around its 100-day MA.  We expect the USD to remain 

generally better supported into and around the US election, given the uncertainty that 

prevails (and the USD’s tendency to strengthen around presidential elections in the 

last 40 years).  We remain bearish on the longer run outlook for the USD as growth 

and yield differentials will impede the USD’s ability to strengthen materially, 

regardless of who wins the election we believe.  There is a full slate of data ahead of 

markets today; ADP releases the Sep Employment data at 8.15ET (consensus 

+648k) while the third reading of Q2 GDP is out at 8.30ET (-31.7% expected, same

as the second release).  The Sep Chicago PMI is out at 9.45 ET (52 expected from

51.2 in August).  Pending Home Sales are released at 10ET. Kashkari, Bowman and

Bullard speak over the course of the day.

USDDCAD (1.3384) • The CAD is little changed on the session and there is little to 

remark upon in terms of developments driving the currency on the day.  Crude oil is 

soft, but not much changed from yesterday’s levels, but the CAD has managed to 

shrug off the soft undertone for risk assets that emerged overnight.  The CAD has 

some domestic data to digest this morning though it seems unlikely that the headline 

report will have too much impact on markets.  July GDP is expected to rise 2.9% in 

the month which would be in with the preliminary estimate issues by Statscan 

(“approximate” to 3%) alongside the June GDP data.  We should see a flash 

estimate of the August data today which may be of more interest for markets.    

USDCAD short-term technicals: Neutral/bearish—USDCAD continues to 

consolidate on the short term chart.  While price patterns have developed a more 

USD-constructive undertone over the past day or so (a possible bullish wedge as 

opposed to the possible, bearish double top we highlighted at the start of the week), 

the USD is still attracting solid selling interest on gains to the 1.34 area.  Intraday 

price signals are leaning a little more USD-bearish (despite the USD’s broadly firmer 

tone elsewhere, which is notable).  We see support at 1.3365 and (key) 1.3325 on 

the short term chart.  Resistance remains 1.3420. 
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EURUSD (1.1709) •  The EUR is trading just around 1.17 as it records a 0.3% decline for the day amid the dollar-positive mood in 

markets and with data out of Germany having no discernible impact on the currency. Retail sales climbed by 3.1% m/m (vs. 0.4% 

consensus) in Aug while unemployment declined by 8k (vs. -7k consensus).  German data continues to show a solid economic 

recovery. Some EUR-specific weakness may lie ahead after a German spokesperson noted yesterday that “a delay of the EU budget 

and the recovery fund is becoming increasing likely” as negotiation “blockades” emerge—which further risk a more uneven economic 

rebound in the EU. The package requires the approval of all 27 EU members, yet some want to restrict disbursements from the fund to 

countries that break rule of law standards—which may find Hungary and Poland rejecting the agreement. Today, the EUR will follow 

the market mood aside from Lane’s address at 10ET and possible announcements of additional virus restrictions in key regions 

(namely Madrid).  

EURUSD short-term technicals: Neutral—The EUR is holding is just above the 1.17 mark after unwinding its gains late last night that 

were checked around 1.1750. The mid 1.17s area will act as resistance for the EUR if it seeks to extend its Mon-Tue gains—after the 

~1.1750 stood as a pivotal point in numerous occasions since late-Jul. Beyond that, its 21-day MA at 1.780 is the next level to beat. 

The EUR is nevertheless still maintaining about half of yesterday’s climb that took it away from the bottom of its Bollinger band and 

should be well supported around 1.17 with ~1.1675 and ~1.1650 following. 

GBPUSD (1.2832) •  Sterling is moving alongside the broad market tone in favour of the greenback with a 0.3% decline so far today 

that has left the GBP trading in the low 1.28s. Domestic risks remain centered on the week’s ongoing trade discussions between the 

UK and the EU that look on track to fail, again, and weigh on the GBP. Yesterday, the UK submitted a series of draft legal texts on a 

handful of contentious subjects in an attempt to unblock negotiations (state-aid rules and fishing rights etc.). The UK’s proposals still 

fall short of what the EU is seeking, however, and thus it again seems highly likely that the two sides will make only marginal progress 

this week (if at all). While the negotiations may enter an accelerated phase ahead of a ‘soft’ mid-October deadline, we still don’t expect 

that a trade accord will be finalised by year-end. The BoE’s Haldane repeated the bank’s line this morning that work on negative rates 

will take a number of months and that negative rates are not imminent.   

GBPUSD short-term technicals: Neutral—The GBP has broken away from the vicinity of the 1.2850 mark with overnight price action 

generally settling closer to the 1.28 mark. While it is still too early to tell whether the GBP’s reversal from the high 1.26s has peaked, a 

failure to extend its gains on a closing basis past its 23.6% Fib retracement of its Sep decline at 1.2866 (key resistance) does suggest 

that GBP upward momentum is limited; and it may in fact continue to build a negative trend. Support is ~1.2800 and then the mid 

1.17s—1.2750 is exactly the GBP’s 100-day MA, its 200-day MA at 1.2720 also stands as solid support ahead of the big figure. 

TECHNICALS: BUY/SELL SIGNALS AND PIVOT LEVELS

30 Day 

Hist Vol
Spot MACD

9 & 21-

day MA
DMI RSI

Pivot 1st 

Support

Pivot 1st 

Resist.

USDCAD 6.1 1.3387 buy buy buy 63    1.3352 1.3421        

EURUSD 5.5 1.1713 sell sell sell 45    1.1664 1.1758        

GBPUSD 9.9 1.2835 sell sell sell 44    1.2793 1.2890        

USDCHF 5.5 0.9219 buy buy buy 57    0.9189 0.9250        

USDJPY 5.4 105.70 buy sell sell 51    105.43 105.89        

AUDUSD 9.9 0.7121 sell sell sell 43    0.7077 0.7157        

USDMXN 16.7 22.3017 buy buy buy 59    22.14 22.50          

DXY (USD index) 5.6 94.04 buy na buy 56    93.79 94.29          

EURCAD 6.3 1.5679 buy buy buy 56    1.5600  1.5749        

GBPCAD 7.9 1.7182 buy sell buy 52    1.7140 1.7243        

AUDCAD 7.2 0.9532 sell sell sell 50    0.9466 0.9582        

CADMXN 14.4 16.66 buy buy buy 56    16.56 16.80          

BoC Noon Rate #NAME? Source: Scotiabank & Bloomberg

Sep 30, 2020
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This report is prepared by Scotiabank as a resource for clients of Scotiabank for information and discussion purposes only. This report should be considered a marketing 

communication and has not been prepared by a member of the research department of Scotiabank, it is solely for the use of sophisticated institutional investors, and this 

report does not constitute investment advice or any personal recommendation to invest in a financial instrument or “investment research” as defined by the UK Prudential 

Regulation Authority or UK Financial Conduct Authority. This document has not been prepared in accordance with EU legal requirements designed to promote the independ-

ence of investment research and the information contained in this publication is not subject to any prohibition in the EU on dealing ahead of the dissemination of investment 

research. 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 publically available sources believed reliable but no representation or warranty, express or implied, is made as to 

their accuracy or completeness and neither the information nor the forecast shall be taken as a representation for which Scotiabank or any of its employees incur any re-

sponsibility. Neither Scotiabank nor its representatives accept any liability whatsoever for any loss arising from any use of this report or its contents. This report is not, and is 

not constructed as, an offer to sell or solicitation of any offer to buy any financial instruments and has no regard to the specific investment objectives, financial situation or 

particular needs of any recipient. It is not intended to provide legal, tax, accounting or other advice. Scotiabank and/or its respective officers, directors or employees may 

from time to time take positions in the products mentioned herein as principal or agent. Directors, officers or employees of Scotiabank may serve as directors of corporations 

referred to herein. Scotiabank may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein and may have received and may 

receive remuneration for same. This report may include forward-looking statements about the objectives and strategies of Scotiabank. Such forward-looking statements are 

inherently subject to uncertainties beyond the control of Scotiabank including but not limited to economic and financial conditions globally, regulatory development in Canada 

and elsewhere, technological developments and competition. The reader is cautioned that the member's actual performance could differ materially from such forward-

looking statements. Past performance or simulated past performance is not a reliable indicator of future results. Forecasts are not a reliable indicator of future performance. 

You should note that the manner in which you implement any of strategies set out in this report may expose you to significant risk and you should carefully consider your 

ability to bear such risks through consultation with your legal, accounting and other advisors. Information in this report regarding services and products of Scotiabank is 

applicable only in jurisdictions where such services and products may lawfully be offered for sale and is void where prohibited by law. If you access this report from outside 

of Canada, you are responsible for compliance with local, national and international laws. Not all products and services are available across Canada or in all countries. All 

Scotiabank products and services are subject to the terms of applicable agreements. This report and all information, opinions and conclusions contained in it are protected 

by copyright. This report may not be reproduced in whole or in part, or referred to in any manner whatsoever nor may the information, opinions and conclusions contained in 

it be referred to without in each case the prior express consent of Scotiabank. Scotiabank is a Canadian chartered bank. 

If you are affected by MIFID II, you must advise us in writing at trade.supervision@scotiabank.com. 
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TODAY'S CALENDAR

Time (ET) Country Release Period Consensus  Last 

08:15 US ADP Employment Change Sep 648k 428k

08:30 CA GDP MoM Jul 2.9% 6.5%

08:30 CA GDP YoY Jul -5.3% -7.8%

08:30 US GDP Annualized QoQ 2Q T -31.7% -31.7%

08:30 US Personal Consumption 2Q T -34.1% -34.1%

08:30 US Core PCE QoQ 2Q T -1.0% -1.0%

09:45 US MNI Chicago PMI Sep 52 51.2

10:00 MX Net Outstanding Loans Aug -- 4848b

10:00 EC ECB Chief Economist Lane Speaks at ECB Watchers 

10:00 US Pending Home Sales MoM Aug 3.2% 5.9%

11:00 US Fed’s Kashkari Discusses Covid and the Economy

11:15 SW Riksbank's Jansson Participates in a Panel

13:40 US Fed's Bowman, Bullard to Speak on Community Banks

17:00 US Fed's Bullard to Participate in Fireside Chat at 

19:00 AU CBA Australia PMI Mfg Sep F -- 55.5

19:50 JN Tankan Large Mfg Index 3Q -24 -34
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