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Chart1
Comparing Spain Core CPI
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On Deck for Tuesday, January 30

Country Date Time Indicator Period BNS Consensus Latest

us 01-30 09:00 S&P/Case-Shiller Home Price Index (m/m) Nov 0.6 0.5 0.6

us 01-30 09:00 S&P/Case-Shiller Home Price Index (yly) Nov 6.0 5.8 49

us 01-30 10:00 Consumer Confidence Index Jan 114 114.3 110.7

us 01-30 10:00 JOLTS Job Openings (000s) Dec - 8750.0 8790.0
KEY POINTS:

e EGBs underperform after a warning shot on Eurozone inflation

e Spanish core CPI was unusually hot

e US Treasuries stabilize after Treasury’s lighter debt issuance projection
e Eurozone barely escapes a technical recession

e Mexico’s economy cooled as 2024 ended

e US consumer confidence, JOLTS on tap

e Bigtech earnings arrive in the after-market

There is little follow through from yesterday’s lighter than expected US Treasury
borrowing estimates. US Treasuries are little changed and so are US equity futures. EGBs,
however, are slightly underperforming as market pricing for a cut at the ECB’s April
meeting was shaved by a couple of basis points. Macro data is playing a modest role and
primarily on the heels of Spain’s hotter than expected core inflation numbers. US data
could be impactful later this morning and then there is significant earnings risk in the after
market. Qil prices are flat and lying in wait to see if Biden retaliates against the attack on a
base in Jordan by Iran and its proxy states.

Yesterday’s US Q1 marketable borrowing estimate of US$760B was $55B lower than
previously announced last October because of upside surprises to fiscal flows. The Q2
marketable borrowing estimate stands at $202B. Treasury is signalling a desired Treasury
cash balance held at the Fed of US$750B throughout 2024H1. It currently stands at
US$830B, ergo, less debt issuance is required than previously thought back in October
when they projected a materially lower cash balance by now. More details will be
announced on January 31%. Treasuries responded positively late yesterday afternoon
following the 3pmET release.

Here’s a quick rundown of the two main bits of European data:

e Spanish inflation kicked off the march to Thursday’s Eurozone CPI reading by landing
hotter than expected. Spanish core CPI (ex-energy and unprocessed food) was 3.6%
yly (3.3% consensus, 3.8% prior) and -0.4% m/m NSA. The month-over-month
seasonally unadjusted drop of -0.4% was stronger than a normal month of January
when that measure commonly falls by over 1% in like months of January over history
(chart 1). Chart 2 shows our seasonal adjustment of the data at an annualized rate. If
other countries follow suit, then the Eurozone core add-up could be the second in a
row to end the prior pattern of weaker than seasonally normal changes.

e It’s hardly much to cheer about, but the Eurozone barely avoided the technical
definition of a recession. Eurozone Q4 GDP was flat against consensus expectations
for a -0.1% q/q SA print following the -0.1% q/q SA drop in Q3 (chart 3). The small
surprise was anticipated by a significant minority. Spain (0.6% q/q SA, consensus 0.2)
and Italy (0.2% q/q SA (0% consensus) drove the slight beat. Germany (-0.3% qg/q SA)
and France (0%) were as expected.
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Mexico’s economy slowed by more than expected (0.1% q/q SA, 0.4% consensus). See chart 4. Then the focus is going to be upon US
consumer confidence and JOLTS vacancies followed by tech earnings in the after-market (Microsoft, Alphabet, AMD etc).
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Chart 4
Mexico's GDP Slowed Down
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-WK [ Last 1-day I-wk | last 1-day I-WK [ Last 1-day I1-wk
u.s. 432 432 437 | 398 398 404 | 406 407 413 ]| 429 431 4.36 |Canada-BoC 5.00
CANADA 402 402 404 ) 351 351 353|345 345 347 | 339 339 341
GERMANY 251 257 271 | 215 213 227 | 225 224 235| 248 247 254 |US-Fed 5.50
JAPAN 006 006 004 | 030 030 027 | 072 072 067 | 182 184 176
U.K. 429 427 438 | 380 381 393 | 38 388 399 | 450 4.51 458 |England - BoE 5.25
Spreads vs. U.S. (bps):
CANADA -30 -30 -33 -46 -47 -51 -61 -63 -66 -90 -92 -95 |Euro zone - ECB 4.50
GERMANY -180 -175 -166 | -183 -186 -177 | -181 -184 -178 | -181 -184 -183
JAPAN -426  -426 433 | -368 -368 -377 | -334 -335 -346 | -247 -248 -260 |Japan -BoJ -0.10
U.K. -3 -5 0 -18 -18 -1 -20 -20 -14 21 19 22
M Level % change: Mexico - Banxico 11.25
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 21200 74.8 0.4 1.3 1.2 3.1 Australia - RBA 4.35
Dow 30 38333 224.0 0.6 0.9 1.7 13.7
S&P 500 4928 37.0 0.8 1.6 3.3 22.7 New Zealand - RBNZ 5.50
Nasdaq 15628 172.7 1.1 1.7 4.1 37.2
DAX 16972 30.2 0.2 2.1 1.3 12.2 Next Meeting Date
FTSE 7670 37.3 0.5 25 -0.8 -1.5
Nikkei 36066 38.9 0.1 -1.2 7.8 315 Canada - BoC Mar 06, 2024
Hang Seng 15703 -373.8 -2.3 2.3 -7.9 -28.8
CAC 7677 35.7 0.5 3.9 1.8 8.4 US - Fed Jan 31, 2024
Commodities Level % change:
WTI Crude 76.82 0.04 0.1 3.3 7.2 -1.4 England - BoE Feb 01, 2024
Natural Gas 2.08 0.02 1.1 -15.3 -17.4 -22.5
Gold 2034.22 1.00 0.0 0.2 -1.4 5.8 Euro zone - ECB Mar 07, 2024
Silver 23.01 0.09 0.4 3.6 -3.3 -3.0
CRB Index 270.88 -2.69 -1.0 1.5 2.7 -1.3 Japan - BoJ Mar 19, 2024
Level % change:
USDCAD 1.3415 0.0001 0.0 -0.3 1.3 0.2 Mexico - Banxico Feb 08, 2024
EURUSD 1.0842 0.0009 0.1 -0.1 -1.8 -0.1
USDJPY 147.40 -0.1000 -0.1 -0.6 4.6 13.0 Australia - RBA Feb 05, 2024
AUDUSD 0.6594 -0.0017 -0.3 0.2 -3.2 -6.6
GBPUSD 1.2680 -0.0029 -0.2 -0.1 -0.4 27 New Zealand - RBNZ Feb 27, 2024
USDCHF 0.8629 0.0016 0.2 -0.8 26 -6.7
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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
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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
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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.
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