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Comparing France CPI
for All Months of March
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Chart 2

Comparing Spain Core CPI
for All Months of March
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Sources: Scotiabank Economics, INE.

On Deck for Friday, March 28

Country Date Time Indicator Period BNS  Consensus Latest
CA 0328 08:30 Real GDP (m/m) Jan 0.4 0.3 0.2
US 0328 08:30 PCE Deflator (m/m) Feb 0.3 0.3 0.3
US 0328 08:30 PCE Deflator (yly) Feb 25 25 25
us 03-28 08:30 PCE ex. Food & Energy (m/m) Feb 0.3 0.3 0.3
US 0328 08:30 PCE ex. Food & Energy (yly) Feb 2.7 2.7 26
us 03-28 08:30 Personal Spending (m/m) Feb 0.5 0.5 0.2
us 03-28 08:30 Personal Income (m/m) Feb 0.2 0.4 0.9
us 03-28 12:15 Fed's Barr Gives Speech on Banking Policy
us 03-28 15:45 Fed's Bostic Moderates Panel on Housing Finance

KEY POINTS:

e Equities continue to soften while fearing April 2nd

e Carney to speak with Trump and provincial premiers today...
e ..after signalling a change in negotiating tactics

e Canadian GDP updates may merely be statistical artefacts

e US core PCE update to have little influence on the FOMC

e  Arthur Laffer slams Trump’s tariffs

e Eurozone inflation is tracking softly so far

e Tokyo CPI lifts yen

Global markets are again playing defence as March takes its last few breaths. A wave of
overnight releases with more to come in the N.A. session is largely all for naught as Tariff
Man starts putting on his suit for next Wednesday’s farcical tragicomedy. Stocks are
broadly lower with small losses across N.A. futures and declines of up to %% across
Europe. Sovereign yields are gently lower across Europe, the longer end of the US curve,
and the whole Canada curve. With few exceptions, the dollar is broadly firmer.

Data recaps and expectations are below. There is also a planned call between Canadian
PM Carney and Trump at some point today, but no time is available. There is also a
meeting between Carney, his cabinet and the provincial Premiers today to discuss next
steps as part of broader consultations with business and labour groups. | rather liked
Carney’s style yesterday. Gone is grovelling and bootlicking down on the banks of the
Potomac while being made to look like fools chasing silly goal posts being moved around.
This US administration is fundamentally protectionist. I'll write about what is replacing
Canada’s approach in my weekly.

What did Carney say? Here are some roughly transcribed snippets:

e '"Thisis the biggest crisis in our lifetimes." Funny, but | thought that was the
pandemic. Before that the GFC. Every new crisis is bigger, uglier, and scarier than
anything that preceded it.

"our response to these latest tariffs is to fight, to protect, and to build"

Canada will retaliate with maximum impact in US and minimum in Canada.

"there will be no turning back"

e "Nothingis off the table". It may be notable that | did not hear Carney repeat
Trudeau’s language about how Canada’s reaction cannot disproportionately impact
different regions and industries. That doesn’t mean that tools like export tariffs on
key commodities are likely, but it adds some doubt. As | remarked yesterday, when
someone attacks Canada and in this case particularly Ontario’s auto sector, the rest
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of the country can’t just sit back and leave it to Ontario to send troops. How un-
Canadian.

e "we are all on the same page"
e "we will respond forcefully"

Overall, Carney reaffirmed that after next Wednesday's US announcements they will be able
to have a fuller response. The overall tone was that of stay tuned, retaliation is forthcoming
after further consultations, discussion, and seeing what unfolds next Wednesday. That could
either be because they don’t have agreement on how to respond yet, or it’s a better
negotiating strategy to wait until your opponent has fully revealed their hand. Playing to the
latter interpretation was Carney’s remark that it doesn't make sense to respond to
developments in a rapid sequence versus responding once you see everything.

ARTHUR LAFFER SLAMS TRUMP’S AUTO TARIFFS

| guess we can finally rule out Arthur Laffer—proponent of the maligned notion that tax cuts
pay for themselves—as a candidate for Fed chair. Trump's hero economist just slammed his
tariffs. Then again, | don't know any serious person even remotely trained in economics who
supports tariffs. If this doesn't torpedo him, then his support for a carbon tax to fund a flat tax
in the US would!

SOFT EUROZONE INFLATION, MIXED SPENDING

French CPlincreased 0.2% m/m (consensus 0.4%). Spanish CPl increased 0.1% m/m
(consensus 0.4%) with core up 2% y/y (2.1% consensus). Both countries put in among the
softest m/m seasonally unadjusted increases on record when comparing across like months
of March (charts 1, 2). Germany and Italy report on Monday and the Eurozone tally arrives on
Tuesday.

Eurozone inflation expectations were unchanged with the 1-year measure holding at 2.6%
and the 3-year gauge staying at 2.4% (chart 3).

UK retail sales beat expectations. February’s sales volumes were up by 1% m/m (-0.4%

consensus) with sales ex-gas also up 1% (-0.5% consensus).

French consumer spending fell -0.1% m/m after dropping by -0.6% m/m the prior month and
four times in the past five months.

YEN LIFTED BY JAPANESE INFLATION

Japanese inflation was stronger than expected and that drove a stronger yen. Tokyo CPlin
March was up by 2.9% y/y (2.7% consensus) with CPI ex-food and energy up 2.2% (1.9%
consensus). Core CPlin m/m SAAR terms was among the hottest readings in a while (chart 4).

THE CANADIAN ECONOMY THAT WAS

Canadian GDP for January and February (8:30amET) will be reported this morning, though
they are statistical artefacts in the context of Trump’s trade belligerence. January will be
about revisions to the ‘flash’ guidance Statcan provided at the end of February when they
said growth was 0.3% m/m. | went a touch higher at 0.4% because the strength in trade
figures after that flash indicates broader activity than other indicators suggest and because of
the spillover effects of ending the Canada Post strike just before the holidays.

February GDP is dicier in that most of the limited readings we have available so far suggest
risk of contraction. That itself could reverse in March as the steep drop in hours worked
during February due to weather gives way to a rebound (chart 5). What lies beyond March will
nevertheless be key as trade wars bite.
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Chart5

Canadian Economy Hours Lost
Due to Weather
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US CORE INFLATION IS ONLY ABOUT PASSING THE TIME

One of two readings of the Fed’s preferred inflation gauges arrives this morning on the path to the next decision on May 7% (8:30amET).
Forward-looking risks and uncertainties are dominating the FOMC'’s pause mindset, so treat today as a cause for market volatility and little

else.

I went with 0.3% m/m for February’s core PCE reading. Take core CPI on the generous side of 0.2% m/m to start. Then consider that there is
no material weighting and methodological difference when converting to PCE this time. Then add about 0.1 given what we learned about

the PPl numbers. Uncertainty around seasonal adjustments and nowcast estimates suggest some caution.

The US also reports February figures for incomes and spending (8:30amET).
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Fixed Income

Government Yield Curves (%):

Central Banks

2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate

Last 1-day 1-WK | last 1-day I-WK | Last 1-day IWK [ Last 1-day I-WK
u.s. 398 399 395 | 406 4.09 4.00 | 432 436 425 | 468 472 459 |Canada-BoC 2.75
CANADA 253 255 250 | 270 272 265 | 3.06 309 299 331 334 324
GERMANY 204 207 213 | 234 237 240 | 273 277 277 | 3.09 313 3.10 |US-Fed 4.50
JAPAN 087 089 085 | 115 118 113 | 154 159 152 | 254 259 260
U.K. 423 427 427 | 434 439 435 | 472 478 471 ] 531 537 531 |England - BoE 4.50

Spreads vs. U.S. (bps):
CANADA -145 144 145 | 137 -136 -135 | -127 -127 -125 | -137 -138 -135 |Euro zone - ECB 2.65
GERMANY -194  -192 -182 | 1783 -172 -160 | -159 -159 -148 | -159 -159 -149
JAPAN -311 311 -310 | -291 -290 -288 | -278 -277 -272 | -214 -214 -199 |Japan -BoJ 0.50
U.K. 25 28 31 27 30 34 40 42 46 63 65 72
m LCevel % change: Mexico - Banxico 9.00
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 25161 0.0 0.0 0.4 -0.9 13.5 Australia - RBA 4.10
Dow 30 42300 -155.1 -0.4 0.8 -3.5 6.3
S&P 500 5693 -18.9 -0.3 0.5 4.4 8.4 New Zealand - RBNZ 3.75
Nasdaq 17804 -95.0 -0.5 0.6 -5.5 8.7
DAX 22576 -102.6 -0.5 -1.4 0.1 221 Next Meeting Date
FTSE 8684 18.2 0.2 0.4 -1.4 9.2
Nikkei 37120 -679.6 -1.8 -1.5 -0.1 -8.0 Canada - BoC Apr 16, 2025
Hang Seng 23427 -152.2 -0.6 -1.1 21 41.6
CAC 7957 -33.3 -0.4 -1.1 -1.9 -3.0 US - Fed May 07, 2025
Commodities Level % change:
WTI Crude 69.87 -0.05 -0.1 2.3 0.2 -16.0 England - BoE May 08, 2025
Natural Gas 3.85 -0.08 -2.0 -3.3 0.4 118.3
Gold 3076.38 19.09 0.6 1.8 38.0 38.0 Euro zone - ECB Apr 17, 2025
Silver 34.11 0.35 1.0 24 75 39.1
CRB Index 307.05 -0.04 -0.0 -0.1 1.7 5.8 Japan - BoJ May 01, 2025
m Level % change:
USDCAD 1.4321 0.0016 0.1 -0.2 -1.0 5.8 Mexico - Banxico May 15, 2025
EURUSD 1.0772 -0.0029 -0.3 -0.4 3.8 -0.2
USDJPY 150.80 -0.2500 -0.2 1.0 0.1 -0.4 Australia - RBA Mar 31, 2025
AUDUSD 0.6293 -0.0012 -0.2 0.3 1.4 -3.4
GBPUSD 1.2929 -0.0020 -0.2 0.1 28 24 New Zealand - RBNZ Apr 08, 2025
USDCHF 0.8830 0.0013 0.1 0.0 -2.2 -2.1
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