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CAD Weekly Outlook

CAD Trends Turn Cautiously Constructive

The CAD has recovered a little ground against a generally weaker USD into the of the week.  Spreads have narrowed slightly and while 

spot correlations with yield differentials have weakened, a front-end rate gap of 150bps versus the USD will prevent a significant 

rebound in the CAD for now.  The October sell-off in the CAD appears to have stabilized and spot is trading effectively right on our 

estimated equilibrium of 1.4140 currently.  CAD-negative seasonal pressures remain intense into year-end so a CAD recovery may still be 

subject to late year volatility.  Our week-ahead model anticipates a 1.4054/1.4253 range (75% confidence).  Developments suggest USD 

sellers can be more comfortable fading USD gains through the mid/upper 1.42s, we believe.        

After the volatility driven by this week’s US inflation data, it’s Canada’s turn to deliver the latest snapshot of price trends.  September CPI 

(Monday) and IPPI (Thursday) data will give policymakers their last look at price developments ahead of the Bank of Canada’s October 

28th policy decision.  Headline CPI will be higher on energy.  Core price trends will be more moderate.  Retail Sales for August (Friday) are 

expected to post a solid rebound after the drop in July Sales.  Statcan’s flash estimate indicated a strong, 1.3% gain in the month.  The 

BoC releases its Q3 Business Outlook Survey Monday.  This report is likely to reflect the ongoing tensions in the economy between price 

pressures and trade headwinds which are dampening sales and growth expectations.  US data releases are on the light side; housing 

dominates the calendar, with the NAHB index (Monday), Housing Starts and Building Permits (Tuesday) and other sundry data points 

due in the week.  High mortgage rates are a clear drag on housing activity and sentiment.  The KC Fed releases its Manufacturing Activity 

index Thursday while October PMIs are released Friday.  Final U. Michigan Sentiment data are also released Friday.  The Fed’s blackout is 

in effect as of October 17th.    

Beyond the data, Alberta’s referendum on whether to remain part of Canada or separate will be held Monday.  This is a vote about 

whether to have a vote, in effect.  Recent polling suggests little clear support across the province for a referendum on separation and 

limited movement in provincial spreads suggests markets are cautiously assuming “remain” wins.  A modest relief rally in Canadian 

assets may result.  A “leave” vote would weigh on Canadian assets and, alongside the recent win for PQ in Quebec, perhaps intensify 

broader sovereignty concerns.                   

The CAD's technical condition is improving.  After the straight-line decline through September, October has seen the USD consolidate 

gains and, this week, show meaningful signs of reversing.  Several rejections of 1.4295/00 (major resistance) set up a small triple top 

signal on the daily chart, triggered by the USD’s push under 1.4210.  This implies near-term risk to the 1.4100/10 area (38.2% retracement 

of the September USD rally sits at 1.4085).  A USD-bearish close looks likely on the weekly candle chart (“evening star”) which tilts risks 

towards a more significant USD correction (50% retracement of the September rally sits at 1.4030 and may be reachable in the next 

week or two).            

Calendar highlights for the coming week:

Canada

Sep CPI – Monday

Q3 BoC Bus. Outlook Survey – Monday

Sep IPPI – Thursday 

Aug Retail Sales – Friday 

US

Oct NAHB Housing Index – Monday

Sep Starts/Permits – Tuesday

Sep Leading Index – Thursday 

Oct KC Fed Manuf. Activity – Thursday

Oct S&P Global PMIs – Friday 

Oct U. Michigan Sentiment (f) – Friday 
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NEXT WEEK'S NORTH AMERICAN CALENDAR
Day Country

T

y
Release Period Consensus  Last 

Mon CA CPI NSA MoM Sep 0.2% -0.1%

 CA CPI YoY Sep 3.2% 3.0%

CA CPI Ex Food and Energy YoY Sep 2.1% 2.1%

 CA CPI Core- Median YoY% Sep 2.0% 2.0%

 CA CPI Core- Trim YoY% Sep 1.9% 1.9%

 US NAHB Housing Market Index Oct 31 32

 CA BoC Business Outlook Future Sales 3Q      -- 8

Tue US Housing Starts Sep 1300k 1275k

US Building Permits Sep P 1388k 1403k

 US Pending Home Sales MoM Sep 0.5% 0.3%

 MX International Reserves Weekly 16-Oct      -- $256344m

Wed MX Retail Sales YoY Aug      -- 1.80%

Thu MX Unemployment Rate NSA Sep      -- 3.01%

 MX Bi-Weekly CPI 15-Oct      -- 0.09%

 CA Industrial Product Price MoM Sep      -- 1.3%

CA Raw Materials Price Index MoM Sep      -- 3.1%

 US Leading Index Sep      -- -0.1%

 US Kansas City Fed Manf. Activity Oct      -- 14

Fri MX Economic Activity IGAE YoY Aug      -- 3.36%

CA Retail Sales MoM Aug      -- -0.7%

CA Retail Sales Ex Auto MoM Aug      -- -0.7%

US S&P Global US Manufacturing PMI Oct P      -- 55.9

US S&P Global US Services PMI Oct P      -- 58.8

US S&P Global US Composite PMI Oct P      -- 58.4

US U. of Mich. Sentiment Oct F 46.3 46.3

 US U. of Mich. 1 Yr Inflation Oct F      -- 4.70%
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