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Canadian Final Domestic Demand
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Chart 2

US Core CPI & Core PCE
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Core PCE

™
o

c
©
=

Mar-23 1
May-23
Jul-23 7
Sep-23 1
Nov-23 7]
Jan-24 1
ar-24
ay-24 1
Jul-24 1
Sep-24
Nov-24 1
Jan-25
Mar-25 7
May-25 T
Jul-25 1

> >
Sources: Scotiabank Economics, BLS, BEA.

On Deck for Friday, August 29

Country Date Time Indicator Period BNS  Consensus Latest
CA 08-29 08:30 Real GDP (m/m) Jun 0.2 0.1 -0.1
CA 08-29 08:30 Real GDP (g/qa.r.) 2Q -0.3 0.7 22
us 08-29 08:30 PCE Deflator (m/m) Jul 0.2 0.2 0.3
us 08-29 08:30 PCE Deflator (yly) Jul 2.7 2.6 2.6
us 08-29 08:30 PCE ex. Food & Energy (m/m) Jul 0.3 0.3 0.3
us 08-29 08:30 PCE ex. Food & Energy (yly) Jul 3.0 2.9 2.8
us 08-29 08:30 Personal Spending (m/m) Jul 0.6 0.5 0.3
us 08-29 08:30 Personal Income (m/m) Jul 0.4 0.4 0.3
us 08-29 08:30 Wholesale Inventories (m/m) JulP - 0.1 0.1
us 08-29 09:45 Chicago PMI Aug - 46.0 471
us 08-29 10:00 U. of Michigan Consumer Sentiment Aug F - 58.6 58.6

KEY POINTS:

e Bonds, equities both cheapen into key data

e US core PCE inflation is expected to pick up

e Canadian GDP starts the data dependent path to the next BoC meeting
e Eurozone inflation tracking softly, supports ECB on hold

e Eurozone consumer spending softens

e JGByields slip on Japanese data

e Krona outperforms on solid Swedish GDP

It's data dump day across the world as important readings on inflation and growth are
updated across multiple major economies. The reward to getting through it will be early
market closes in Canada and the US ahead of long weekends at least for some folks. Going
into N.A. data, the market bias is toward slightly softer prices for both equities and bonds
with a touch firmer USD alongside CAD and some Scandies. On top of data, watch
Governor Cook’s emergency injunction hearing at 10amET will also be watched.

CANADA TO UPDATE GDP AND IMPORTANT DETAILS

Canada updates GDP figures and important details like final domestic demand
(8:30amET). The data deluge on the path to the Sept 177 BoC decision starts now, then
jobs next week, then CPI. Q2 is expected to post a mild contraction (-0.7% q/q SAAR
consensus, -0.3% Scotia) but volatility in tariff front-running effects over H1 require
looking at the core domestic economy with final domestic demand expected to perform
better partly as interest sensitive spending picks up. FDD was surging for several quarters
and then went flat in Q1 (chart 1). June GDP was guided by Statcan to be up 0.1% m/m SA
but data since that flash estimate a month ago might add a bit (Scotia 0.2%). July’s flash
GDP estimate will be fresh information amid mixed readings as hours worked slipped but
other readings were stronger.

US CORE PCE INFLATION TO ACCELERATE

US core PCE inflation is expected to run a little warmer when July’s reading lands this
morning (8:30amET). Most estimates sit at 0.3% m/m SA but even a bit higher is possible.
Recall that core CPI was up by 0.3% which immediately hints at a firm core PCE reading
(chart 2), then add a touch for PPI’s relevant categories net of different weighting effects
in CPI versus PCE. When those effects are taken into account, a rise of 0.4% is possible,
but tamped down because of other methodological differences between CPl and PCE
such as how PCE captures substitution effects that CPI does not by shifting spending
weights each month.
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Solid growth rates in US personal incomes and spending are also expected (8:30amET) and the Chart3
first estimates of US goods exports and imports during July are due at the same time. Tokyo Core CPI
10  m/m % change, SAAR

JGB YIELDS SOFTEN ON JAPANESE DATA .

The Tokyo core CPI gauge picked up to 0.2% m/m SA in August which is the firmest reading since ¢ |

May. Still, at 2.4% m/m SAAR, it’s part of a three month moving average of 1.2% m/m SAAR that 4L

remains sharply slower than over prior months. The JGBs curve bull flattened overnight with the 5

10-year yield down 2bps and the yen was slightly softer to the buck. .

Some of that reaction in Japanese markets was also probably due to generally soft macro oL

reports. Industrial output shrank by -1.6% m/m in July (-1.1% consensus) with retail sales down a4l

1.6% m/m (-0.2% consensus) after a 1.0% prior gain. oL
Mmoot I ¢ T S W0wnwnwn
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All four major Eurozone economies posted soft inflation readings this morning that support Sources: Scotiabank Economics, Ministry of Internal

expectations for the ECB to remain on hold on September 11™. The year-over-year rates show Affairs and Communications.

wide deviations but indicate around 2% y/y for the Eurozone as a whole. France sits at 0.8% y/y,
Italy is at 1.7%, Spain’s reading is 2.7% and Germany’s tally is likely to be about 2% a little later
this morning. Here are the readings:

e German states registered a series of soft inflation readings in August that generally supported consensus expectations for the national
CPI reading to be flat when released shortly (8amET). Three states were flat, two were up 0.1%, and one fell -0.1%.

e French CPllanded on the screws at 0.5% m/m SA in August on an EU-harmonized basis.

e Spanish CPl was flat at 0% m/m in August on an EU-harmonized basis. Core CPI ticked higher to 2.4% y/y.
e Italian CPl was weaker than expected at -0.2% m/m on an EU-harmonized basis (0% consensus).
EUROZONE CONSUMER SPENDING SOFTENS

German retail sales volumes fell by -1.5% m/m SA in July (0% consensus) which more than reverses the 1.0% surge the prior month.
Consumer dynamics nevertheless got a minor lift from an unexpected decline of 9k in the number of unemployment in August that kept the
unemployment rate at 6.3%.

French consumer spending volumes were soft. July’s spending fell -0.3% m/m as expected, but June was revised two-tenths lower to
+0.4%.

KRONA OUTPERFORMS ON GDP

The krona is the star pupil this morning after Swedish GDP surprised a touch higher than expected in Q2 (0.5% q/q SA, 0.4% consensus).
The figures were distorted by a large 3.1% contribution from imports as exports rose 0.7% while consumption was up 0.4%, investment
expanded by 6.1%with government spending up by a small amount.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate

Last 1-day I-WkT [ast I1-day I-WK | last 1-day I-WK [ Last 1-day I1-WK
u.s. 363 363 370 | 370 369 376 | 422 421 425 | 490 488 4.88 [Canada-BoC 2.75
CANADA 269 269 269 | 295 294 295 | 344 342 343 | 387 385 3.84
GERMANY 194 193 195 | 225 224 228 | 271 270 272 | 332 330 3.31 |US-Fed 4.50
JAPAN 0.87 0.86 0.87 1.15 1.16 117 1.60 1.62 1.63 3.19 3.22 3.22
U.K. 395 394 394 | 411 410 410 | 473 470 469 | 560 557 555 |England - BoE 4.00

Spreads vs. U.S. (bps):
CANADA -94 -94 -101 -75 -75 -81 -78 -78 -82 -103  -103  -104 |Euro zone - ECB 2.15
GERMANY -170 -170 -175 -145 -145 -148 -151 -151 -153 -159 -158 -157
JAPAN -276  -277  -283 | -255 -253 259 | -262 -259 -263 | -172 -165 -166 |Japan-BoJ 0.50
U.K. 32 30 25 41 41 34 50 49 44 70 69 67
m Level % change: Mexico - Banxico 7.75
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 28435 1.8 0.0 1.4 3.2 224 Australia - RBA 3.60
Dow 30 45637 7.7 0.2 1.9 2.2 10.4
S&P 500 6502 205 0.3 21 21 16.3 New Zealand - RBNZ 3.00
Nasdaq 21705 115.0 0.5 2.9 2.9 23.9
DAX 23943 -96.8 -0.4 -1.7 -1.1 26.6 Next Meeting Date
FTSE 9190 -27.1 -0.3 -1.3 0.6 9.7
Nikkei 42718 -110.3 -0.3 0.2 5.0 114 Canada - BoC Sep 17, 2025
Hang Seng 25078 78.8 0.3 -1.0 -1.8 41.0
CAC 7728 -34.9 -0.4 -3.0 -1.6 1.1 US - Fed Sep 17, 2025
Commodities Level % change:
WTI Crude 64.35 -0.25 -0.4 1.1 -7.0 -15.2 England - BoE Sep 18, 2025
Natural Gas 2.98 0.04 1.2 10.4 -3.3 394
Gold 3406.48 -10.60 -0.3 1.0 24 35.1 Euro zone - ECB Sep 11, 2025
Silver 38.94 0.72 1.9 3.6 21 32.3
CRB Index 301.75 1.01 0.3 1.1 -1.4 7.8 Japan - BoJ Sep 19, 2025
Currencies Level % change:
USDCAD 1.3749 0.0000 0.0 -0.6 -0.2 2.0 Mexico - Banxico Sep 25, 2025
EURUSD 1.1667 -0.0016 -0.1 -0.4 1.0 53
USDJPY 147.18 0.2500 0.2 0.2 -0.9 1.5 Australia - RBA Sep 30, 2025
AUDUSD 0.6528 -0.0004 -0.1 0.6 0.3 -4.0
GBPUSD 1.3460 -0.0053 -0.4 -0.5 0.8 2.2 New Zealand - RBNZ Oct 07, 2025
USDCHF 0.8023 0.0010 0.1 0.1 -0.5 -5.3
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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
disposing of positions, referred to in this report.

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
or act as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
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.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.
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affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.
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