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US Challenger Jobs Cuts YTD
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Chart 2

US Challenger Job Hiring Plans YTD
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Country Date Time Indicator Period BNS  Consensus  Latest
US  10-02 07:30 Challenger Job Cuts (000s) Sep - - 85979.0
US  10-02 08:30 Initial Jobless Claims (000s) Sep27 220 - 218.0
US  10-02 08:30 Continuing Claims (000s) Sep20 1930 - 1926.0
US  10-02 10:00 Factory Orders (m/m) Aug 14 0.1 1.3

us 10-02  10:30 Fed's Logan Speaks at University of Texas conference
us 10-02  14:30 Fed's Goolsbee Speaks on Fox Business

KEY POINTS:

e Bad news is good news to equities—for now

e US job cuts are at their highest since 2020, 5" highest in 36 years...

e ...while US hiring plans are at their weakest since 2009...

e ..amid a combination of drivers affecting both figures

e  What yesterday’s ADP says about nonfarm’s prospects

e Are Wall Street’s MAGA rhetoric and fear clouding its judgement over payrolls?
e How the shutdown could affect US payrolls and unemployment in October

e Canadian vehicle sales jumped higher in September

e US vehicle sales grew temporarily on expiring EV credits

e USclaims and factory orders won’t be released today because of the shutdown

Equities are broadly bid and led by European exchanges this morning. US equity futures
are gently higher, sovereign bonds are treading water and currencies are mixed to the
dollar with the C$ and MXN among the weakest crosses. There are few fresh catalysts
beyond equities becoming jubilant over a deteriorating US job market given yesterday’s
ADP and this morning’s Challenger report. The figures may embolden Fed easing and
hence equities for now, unless the economy stumbles.

US JOB CUTS SOARING, HIRING PLUMMETING

Challenger job cut announcements fell back to 54k in September from 86k in August. The
figures are not seasonally adjusted but 54k is close to the ten-year average for like months
of September. Job cuts tally about 946k so far this year, which is the highest year-to-date
total since 2020, the fifth highest on record in the 36-year history of the data, and clearly
on track for exceeding 1 million this year (chart 1).

Hiring plans are also way down this year and at their weakest since 2009 when the GFC
was roiling markets and the economy (chart 2). Challenger reports that on a ytd basis, only
205k jobs were planned to be added this year, versus 484k last year, 726k in 2023 and 1.16
million in 2022.

Why is this happening? The answer has to be mixed given differential drivers of hiring and
cuts. The cuts have nothing to do with tighter immigration policy and likely more to do
with effects like federal government job cuts that account for a little under one-third of
this year’s total cuts, concern over the outlook, the effects of Al on sectors like tech (108k
cuts ytd) and the effects of tariffs that force cost cutting and emphasis upon higher
productivity at least as the first-round responses before possibly raising prices.

As for hiring plans, | also doubt the role of immigration. ‘Plans’ connotes a wish to hire
regardless of the ability to do so that would be impacted by immigration. Perhaps
employers realize they’ll find it difficult to find labour and so hiring plans are adjusting
lower. It’s likely that hiring is cooling for some of the same reasons as job cuts are rising.
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WHAT ADP MAY BE INDICATING FOR NONFARM PAYROLLS Chart 3
US ADP private payrolls fell by -32k (51k consensus) in yesterday's release for September. Differences Between Initial ADP and
That’s the second drop after June's which was the first since July 2020. Private Non-Farm Payrolls 2012-2025

25  frequency
Statistically speaking, there is around a one-in-five chance that ADP private payrolls would be

this far beneath consensus for nonfarm private payrolls (presently 65k, total payrolls 52k,
Scotia —=20k) or even further below. That’s based on the spread between initial pre-revision 150
estimates for ADP and initial pre-revision estimates for nonfarm payrolls, since it’s the initial
prints we're focused upon this week (chart 3).

If we eliminated the data from the wild pandemic years of 2020-21, then the probability that
ADP comes in this far beneath consensus expectations for private nonfarm payrolls or by
more drops to about a one-in-ten chance instead of about one-in-five. Q“‘O\/Q

Ergo, while ADP is wonky and often highly misleading as a guide to nonfarm partly because of 000s; parentheses indicate negative values; positive
different methodologies and samples, the unfiltered probabilities would indicate a high values indicate ADP overshoots
probability that nonfarm will come in lower than consensus. Who knows where nonfarm will ~ Sources: Scotiabank Economics, BLS, ADP.

actually land, but I'm surprised that I’'m the only negative in consensus. Maybe that’s because

the pitch on the American economy gets in the way on Wall Street.

According to ADP, it's small business that is taking it on the chin and there was high breadth to the losses by industry. Large employers with
payrolls over 500 employees added 33k jobs, which is still soft. All categories of smaller employers lost between about 10-20k jobs last
month. Small business would be expected to take the bigger hit from misguided US economic policies including tariffs and over-correcting
on immigration policy while driving uncertainty through the roof.

HOW THE SHUTDOWN COULD AFFECT US PAYROLLS AND UNEMPLOYMENT

How will the US government shutdown affect October payrolls and the unemployment rate when they are released in November? That
could be more uncertain this time.

Since the law changed in 2019, if workers are furloughed for the entire nonfarm reference period (the pay period including the 12th day of
the month) and the entire household survey reference week (the calendar week including the 12th day of the month), then they are kept on
payrolls because they expect to receive back pay but the household survey treats them as unemployed. So, payrolls wouldn’t adjust but the
UR could spike.

Key, however, is the expectation that the workers would receive back pay. If instead a significant number of them are fired, then they’d be
expected to drop off payrolls absent backpay. Using the Census Bureau’s estimate of the number of furloughed employees that would see a
cap of about 750k as the hit to payrolls and the UR if they're all fired. That's hard to imagine imo, so treat according to what you think may
be likely and to be informed by next steps. Seems entirely callous, vindictive and mean-
spirited to me.

Chart 4
US Total Vehicle Sales

Slick Speaker Johnson’s interviews reinforced his support for mass firings. Vance also pivoted 18.0  Unitsinmillions, SAAR
somewhat in this direction yesterday. OMB’s Vought did so as well and of course the always 75 1
divisive President Trump is on board. There’s a whole lot of dirty pool being played. Making 7.0
workers with bills to pay suffer from a purely political spat is callous, mean-spirited and a 185
failure of leadership. 6.0 -
15.5
US VEHICLE SALES RISE TEMPORARILY 50
US vehicle sales in September landed at 16.4 million SAAR late yesterday (consensus 16.2, 14.5
Scotia 16.4) for a 2% m/m SA rise (chart 4). That would contribute about ¥4% to retail sales 14.0
growth when we get September’s numbers on October 16", assuming that the shutdown is 135
US vehicle sales are likely to plummet this month. That’s because a major driver in September E § §§ 5’.;‘23 ‘j" § §§ &%é %C" § 2%2 &%
Sources: Scotiabank Economics, Wards.

and prior months was the rush to buy e-vehicles before the Trump administration’s
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cancellation of the federal EV tax credit. This effect clouded the possible effects of tariffs.
Those EV sales are likely to fall sharply in October after a pulled-forward effect, in addition to
whatever effect there may be from the net impact of tariffs on non-EV vehicles and
incentives.

Chart5
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Canadian Vehicle Sales

in millions, SAAR

2.0
US weekly claims and factory orders won’t be available today because of the shutdown.
Washington is full of hotheads these days, so further escalatory shutdown tactics are possible 15
including putting a number on how many federal workers to “imminently” fire as well as 10
possible conditions and details.
CANADIAN VEHICLE SALES JUMPED IN SEPTEMBER 0.5
It's also looking like Canadian vehicle sales jumped by about 5% m/m SA in September oo MUNBNUNRINNRNURNNRRDRURUNRNREY
. . MmN &I 8 I 0NWnwnwnwn
according to Desrosiers (chart 5). NNNANNANNNNANNANGNA
T 8303558538368 83 ¢
. . X . X S>S Pz >Is ThzH3Is 1w
Despite tariffs, they've been trending at a relatively stable rate since May. One reason could Sources: Scotiabank Economics, DesRosiers
be substitution toward vehicles made in Canada and imported from Europe and Asia that are Automotive Consultants Inc.
not subject to the bilateral tariffs on vehicles between Canada and the US after the US started
the global trade war. Perhaps Canada doesn’t need your vehicles, America.
Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Cast” 1-day IWK | Last 1-day I-WK | Last 1-day 1°WK | Last J1-day 1K
us. 355 354 366 | 368 367 376 | 410 410 417 | 470 471 475 |Canada-BoC 2.50
CANADA 246 246 249 | 273 273 277 | 317 318 322 | 365 366 3.67
GERMANY 202 201 204 | 231 230 236 | 271 271 277 | 328 330 3.34 |US-Fed 4.25
JAPAN 095 096 094 | 124 124 123 | 166 165 165 | 318 3.16 3.14
UK. 399 397 402 | 413 412 418 | 471 470 476 | 552 551 557 |England - BoE 4.00
Spreads vs. U.S. (bps):
CANADA 109 -108 117 | 95 94 99 | 93 92 95 | -106 -105 -108 |Euro zone - ECB 2.15
GERMANY 153 152 162 | -137 137 <140 | -139  -139  -140 | -142  -141 141
JAPAN 260 -258 272 | -244 243 253 | -244 245 252 | 152 155  -161 |Japan - BoJ 0.50
UK. 44 43 36 46 44 42 61 60 59 82 80 82
w Level % change: Mexico - Banxico 7.50
Last Change 1 Day 1-wk 1-mo 1-yr
S&PITSX 30108 84.9 0.3 1.2 52 254 Australia - RBA 3.60
Dow 30 46441 43.2 0.1 0.7 25 10.1
S&P 500 6711 22.7 0.3 1.1 46 17.5 New Zealand - RBNZ 3.00
Nasdaq 22755 95.2 0.4 1.1 6.9 26.9
DAX 24441 327.0 1.4 3.8 4.1 27.5 Next Meeting Date
FTSE 9448 2.0 0.0 25 36 14.0
Nikkei 44937 385.9 0.9 1.8 71 16.6 Canada - BoC Oct 29, 2025
Hang Seng 27287 431.6 1.6 2.9 7.0 21.6
CAC 8073 105.7 1.3 36 55 6.5 US - Fed Oct 29, 2025
Commodities Level % change:
WTI Crude 61.38 040 06 55 6.4 124 England - BoE Nov 06, 2025
Natural Gas 3.42 -0.05 -1.5 17.9 13.8 18.6
Gold 3883.51 17.77 0.5 3.6 9.9 46.1 Euro zone - ECB Oct 30, 2025
Silver 47.28 1.11 24 7.8 16.5 50.8
CRB Index 300.51 -0.09 0.0 0.8 1.3 47 Japan - BoJ Oct 30, 2025
Currencies Level % change:
USDCAD 13944 0.0009 0.1 0.0 12 33 Mexico - Banxico Nov 06, 2025
EURUSD 1.1752 0.0020 0.2 0.7 1.0 6.4
USDJPY 146.78 -0.2900 0.2 2.0 1.1 0.2 Australia - RBA Nov 03, 2025
AUDUSD 0.6607 -0.0006 0.1 1.0 1.3 -4.0
GBPUSD 1.3477 -0.0001 0.0 1.0 0.6 1.6 New Zealand - RBNZ Oct 07, 2025
USDCHF 0.7958 -0.0013 0.2 05 1.1 6.3
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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.
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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.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Global Economics 4



