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Chart 1

Comparing UK Core CPI
for All Months of April
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Sources: Scotiabank Economics, UK Office for
National Statistics.
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Country Date Time Indicator Period BNS Consensus  Latest
us 05/21 07:00 MBA Mortgage Applications (w/w) May 16 - - 5.1
us 05/21 12:15 Fed's Barkin, Bowman Participate in Fed Listens

KEY POINTS:

e Risk-off sentiment on global inflation worries

e UK coreinflation surprises higher one day after Canada’s likewise experience
e Bank Indonesia cuts, rupiah holds steady on intervention threat

e SARB hold may be more likely after mixed CPI

e US budget reconciliation talks still in scramble mode

e Canada’s contribution to the ‘Golden Dome’ could cost hundreds of billions

It's a light session with nothing of direct consequence for this side of the pond. Strong UK
inflation is the main event over in Europe. Oil prices are about 1% higher after reports that
US intelligence believes Israel may be preparing to attack nuclear facilities in Iran. The
combined effects have gilts underperforming other global benchmarks with yields up by 4-
7bps across the curve, but sovereign yields are a little higher everywhere. Stocks are lower
and led by a 2% drop in US futures while TSX futures and European cash markets are
down by a little less. The dollar is in retreat against most major crosses. They're still
spinning their wheels in Washington over exactly how much further damage to do to US
government finances. BoC cut pricing is holding around post-CPI levels (recap here) with
about 8bps of a cut priced for June 4th, 15 for July 30th and about 35bps for the full year.

BOE CUT PRICING TRIMMED POST-CPI

To see UK core inflation any higher than it was last month on a m/m NSA basis you have
to go back to the early 1990s. Core was up by 1.4% on this basis and when compared to

like months of April given the lack of seasonal adjustment it was tied with April 1989 and
eclipsed only by April 1990 (chart 1). The y/y core rate jumped to 3.8% (3.4% prior, 3.6%
consensus). Headline inflation was up 1.2% m/m (1.0% consensus) and heavily driven by
Ofgem'’s hike to the energy price cap.

Markets were already attuned to the BoE's guidance that June was likely to be a hold, but
shaved a few points off of August pricing that is now on the fence between a cut and a
hold. Full year pricing was reduced to between 25-50bps of cuts this year.

BANK INDONESIA CUT

Bl cut its policy reference rate by 25bps as widely expected, thereby averting the surprise
risk they are famous for delivering. The rupiah held its ground partly because the move
was largely expected, but also on guidance from Governor Warjiyo that Bl “will not
hesitate to stabilize the rupiah through market intervention.” Indonesia has a record high
US$141 billion of foreign exchange reserves.

SARB LIKELY TO HOLD AFTER WARM CPI

South Africa’s CPl inflation rate was 0.3% m/m (0.2% consensus) and 2.8% y/y (2.7% prior
and consensus). Core CPI, however, was up by just 0.1% (0.2% consensus) and 3.0% y/y (3.1%
prior and consensus). The mixed results nevertheless continue to suggest that the South
African Reserve Bank may keep its repo rate unchanged at 7.5% on Thursday next week.

US BUDGET TALKS

House Republicans are girding for a vote on a messy budget reconciliation bill as soon as
tonight or tomorrow. They still can’t agree on the combination of tax cuts, spending cuts
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and SALT deductions but are seeking to do so before heading off for the Memorial Day weekend. If it passes in the House , then it’s unlikely
to pass in the Senate absent big modifications.

‘GOLDEN DOME’ COST ESTIMATES—AND CANADA’S SHARE

A new wrench has been thrown into the works by ‘Golden Dome’ promises from Trump for a missile defence shield. He claims it will cost
US$175B and be completed in three years and hence by the end of his term. Fat chance.

The CBO’s estimates run from as low as US$161 billion to as high as $542 billion (here) and so Trump is picking the lowest number. We all
know the history of Pentagon cost overruns and delays, so it's probably prudent to pad those figures as well. And the CBO says it would take
two decades to operationalize—not three years; here too, Trump is lowballing the estimates. Efficacy may be another matter altogether and
who knows how that turns out. Regardless, it's an added entry in an already fiscally irresponsible set of measures.

As Canada apparently declares interest in joining the ‘Golden Dome’ project—confirmed by a spokesperson for PM Carney yesterday—
Canadian taxpayers should be fully aware of these points on cost, timing and efficacy. Cost is a key consideration from a fiscal policy
standpoint. Trump merely said yesterday that Canada will “pay their fair share.” Whatever that means.

If the costs of a system fully covering Canada and the US are proportional to area—which they may or may not be—then Canada’s inclusion
would more than double the US$161-542B cost estimates from the CBO given that Canada covers a bigger area than the US. That could
mean a total price tag of, say, US$350B to over US$1.1 trillion. There could be economies of scale to using the infrastructure that mean a
lower total cost. Maybe the costs could be lower yet if the system were to only cover the major population centers in the southern half or
quarter of Canada. What Canada’s share of the cost could be is unclear but needs to be disclosed and debated perhaps with PBO costing
efforts along with the expression of interest it has apparently made. Would Canada’s share be calculated by its share of the land mass to be
covered by the system? In that case, the bill could be around half of the estimated range or a little higher. If it’s done on a share of GDP or
population basis, then the tally would be much lower. If it's a blackmail payment to encourage the US to drop tariffs in exchange for buying
more defence goodies from the US, then maybe it could be worth it given the longer-run damage tariffs would do. Until the next blackmail.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-Wk | [ast 1-day I-WKk f [ast 1-day I-WK [ [ast 1-day I-wK
u.s. 399 397 405)| 411 407 417 | 453 449 454 | 502 497 497 |Canada-BoC 2.75
CANADA 266 264 259 | 291 289 284 3.34 3.30 3.26 3.65 3.60 3.57
GERMANY 18 184 194 | 219 215 227 | 265 261 270 | 3.14 3.09 3.15 |US-Fed 4.50
JAPAN 072 072 0.71 1.01 1.00 0.98 1.53 1.51 1.46 315 3.1 2.92
U.K. 408 4.04 402 ]| 424 420 418 | 476 470 471 | 552 546 547 |England - BoE 4.25
Spreads vs. U.S. (bps):
CANADA -133 133 146 | -119  -119 -132 ] 120 -119 -128 | -137 -137  -141 |Euro zone - ECB 2.40
GERMANY -213  -213 -211 -192 -192  -190 | -188 -188 -184 | -189 -188 -182
JAPAN -327  -325 -334 | -310 -307 -319 | -300 -298 -308 | -187 -186 -206 |Japan -BoJ 0.50
U.K. 9 7 -3 14 12 2 23 21 17 50 49 50
w Level % change: Mexico - Banxico 8.50
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 26056 83.7 0.3 2.1 8.5 16.0 Australia - RBA 3.85
Dow 30 42677 -114.8 -0.3 1.3 11.8 7.0
S&P 500 5940 -23.1 -0.4 0.9 15.2 11.6 New Zealand - RBNZ 3.50
Nasdaq 19143 -72.8 -0.4 0.7 20.6 13.7
DAX 23991 -45.2 -0.2 2.0 13.1 28.1 Next Meeting Date
FTSE 8780 -0.7 -0.0 23 6.1 4.3
Nikkei 37299 -230.5 -0.6 -2.2 9.0 -3.4 Canada - BoC Jun 04, 2025
Hang Seng 23828 146.3 0.6 0.8 10.5 241
CAC 7899 -43.4 -0.5 0.8 8.4 -3.0 US - Fed Jun 18, 2025
Cevel % change:
WTI Crude 62.52 0.49 0.8 -1.0 -0.9 211 England - BoE Jun 19, 2025
Natural Gas 3.51 0.08 24 0.5 16.3 314
Gold 3309.82 19.69 0.6 -0.9 484 36.7 Euro zone - ECB Jun 05, 2025
Silver 32.50 -0.02 -0.1 -1.5 0.6 2.2
CRB Index 298.18 1.97 0.7 -0.8 1.6 0.8 Japan - BoJ Jun 17, 2025
TCevel % change:
USDCAD 1.3891 -0.0025 -0.2 -0.7 0.3 1.7 Mexico - Banxico Jun 26, 2025
EURUSD 1.1323 0.0040 04 1.3 -1.7 4.3
USDJPY 143.75 -0.7600 -0.5 -2.0 2.1 -8.0 Australia - RBA Jul 08, 2025
AUDUSD 0.6444 0.0020 0.3 0.2 0.5 -3.3
GBPUSD 1.3412 0.0019 0.1 1.1 0.2 5.5 New Zealand - RBNZ May 27, 2025
USDCHF 0.8255 -0.0028 -0.3 -2.0 2.0 -9.4
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