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Chart1

Comparing UK Core CPI
for All Months of October
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UK Service Inflation
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On Deck for Wednesday, November 19

Country Date Time Indicator Period BNS Consensus Latest
us 11-19  07:00 MBA Mortgage Applications (w/w) Nov 14 -- - 5.2
us 11-19  08:30 Trade Balance (US$ bn) Aug -60.0 -60.4 -78.3
us 11-19  10:00 Fed's Miran Speaks on Bank Regulation
CA 11-19 12:45 Speech: Nicolas Vincent, External Deputy Governor
us 11-19  12:45 Fed's Barkin Speaks on the Economic Outlook
us 11-19 14:00 FOMC Meeting Minutes
us 11-19 14:00 Fed's Williams Delivers Welcome Remarks
us 11-19 16:20 Nvidia's Earnings

KEY POINTS:

e  Markets brace for key data, Mag7 earnings

¢ Nvidia earnings will get the ball rolling tonight...

e ...ahead of global PMIs and nonfarm

e Reminder: Nonfarm preview

e UK CPIlwasn’t light, but good enough to reinforce BoE expectations

e Bank Indonesia holds with dovish bias

e  Soft core CPI reinforced SARB expectations

e  Aussie wage growth remains firm and above the RBA’s inflation target

It's roughly T-1 until all heck possibly breaks out with Nvidia’s earnings in today’s after-
market, tonight’s round of global purchasing managers’ indices, and then the grandaddy
of all global macro reports with tomorrow’s nonfarm payrolls in sight. This morning’s tepid
and mixed market moves really don’t matter until we start this parade,

US MAINLY FOCUSED ON NVIDIA

Nvidia releases Q3 earnings in the after-market (4:20pmET). Consensus expects US$1.26
for EPS but there is a lot packed into one of their releases for analysts to evaluate by way
of how markets react.

FOMC minutes arrive at 2pmET. They’ve been largely superseded by the plethora of
mixed FOMC speak since the October 28"-29" meeting and may quickly fade behind
tomorrow’s nonfarm release.

We also get trade figures for August this morning (8:30amET).
UK INFLATION WASN'T LIGHT, BUT GOOD ENOUGH

Gilts and sterling were little affected by UK inflation figures for the month of October. The
2s yield slipped by a couple of basis points upon release and sterling is a middle of the
pack performer among major crosses to the USD. Pricing for the December 18" BoE
meeting added 1-2bps with about 22bps of a quarter point cut baked in.

| wouldn't say the figures were terribly light by any means.

UK core CPI landed at 0.3% m/m NSA and 3.4% y/y (3.5% prior) as the m/m measure was
a tick above the long-run average for like months of October (chart 1). Services CPI pulled
back to 4.5% y/y (4.7% prior) and 0.2% m/m NSA. Chart 2. The m/m services reading was
among the lowest on record for like months of October while the y/y rate remains high.

BANK INDONESIA—NO SURPRISES THIS TIME

Bank Indonesia held its policy rate unchanged at 4.75% as widely expected. The hold was
partly explained as being driven by a desire to stabilize the rupiah, given high import
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propensities and hence inflation risk, and it worked as the currency slightly appreciated overnight. Guidance continues to point to a dovish
bias open to further easing in data dependent fashion.

SARB TEED UP FOR A CUT

South African inflation was the last piece of evidence needed to firm up expectations for SARB to cut tomorrow. CPl was up by only 0.1% m/m
NSA with core matching that. Core slipped a tenth to 3.1% y/y and the m/m reading was relatively light compared to like months of October in
history.

AUSSIE WAGE GROWTH REMAINS FIRM

Q3 Australian wage growth was 0.8% qg/q SA. The annualized rate is shown in chart 3 and it Chart 3
remains above pre-pandemic rates and just above the top end of the RBA’s 2-3% inflation target Australia's Wage Growth
range. 6 r q/q%change, SA, annualized

NONFARM COMMENT 5

This is the most prolonged explanation of a nonfarm payrolls call in the history of nonfarm payrolls 4
call thanks to the longest government shutdown on record! It's like a lingering bad smell that just
won'’t go away. Two months of explanations for the call on a wonky report that’s full of quirks and 3

upon which too much rests by way of potential Fed implications. My guesstimate is still at —20k.
2
But on the day before the numbers here are reminders of my thinking around the -20k estimate for

nonfarm payrolls in September. Yes, September. 1

Here are supporting pieces: 0 —————T—T—TTTT—TT—T—
10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25
e  Weekly from September 26th included a pre-shutdown preview for the -20k payrolls Sources: Scotiabank Economics, Australian Bureau
estimate. of Statistics.

e There was a little more in my morning note from Monday.

o last week's weekly included a full sweep of the US labour market with various metrics.

| won’t repeat all of that, but here are some key summary points of the arguments behind -20k:

1. Seasonal hiring is expected to continue cooling toward lower than average rates for September.

2. SA factors have been getting re-estimated in a way that | think will dampen SA payrolls. The recency bias behind their calculations is
beginning to be applied to outside of the immediate pandemic years that distorted the factors.

3. A blend of other readings points to broadly based evidence of softness, none of which are individually reliable but mostly point in the
same direction. They include measures like ADP’s drop, the surge of Challenger job cuts, rising continuing claims that indicate rising
difficulty getting back into the workforce after being let go, ISM-employment that continues to shrink, confidence jobs plentiful that signals
weak job availability, etc.

4. Noise should have you more open minded than consensus. The 90% confidence band on estimated payroll changes is +/-136k. There is a
high noise factor which is not reflected within an overly tight consensus and even my estimate could well be within the realm of statistical
noise. So should nonfarm’s quirks, like counting multiple job holders, birth-death model adjustments, falling data reliability of job market
surveys in general, distorted SA factors etc etc. We also can’t get some data like updated ICE arrests and the possible direct and indirect
impact on the job market because that data was conveniently suspended by the government shutdown.

And by the way, only about half of the usual nonfarm consensus is included in Bloomberg's survey so far. Somehow they misplaced pre-
shutdown estimates, like in a dog ate the homework kind of way. Or shops didn't resubmit (we deliberately resubmitted). Or other shops
have shifted to the sidelines unwilling to submit. I’'m not sure, but treat consensus carefully as it is a much smaller sample this time.

And in any event, who cares about September!! That's soooo last year by now. It'll be the October reading and subsequent ones that matter
and yet we'll only get October payrolls (not the UR, not hours, not wages etc). Who knows if that arrives in time for the December 10" FOMC
but | strongly suspect so.
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As for the path thereafter, | hope consumers are dead wrong. The first chart in last week's weekly shows they're the best forecasters of
unemployment a year out from now. They're better at it than economists and markets. Against a tendency to dismiss soft data are points
like a) look at the strong but hardly bulletproof correlations in the chart except for the onset of the pandemic that could not have been
anticipated, and b) consumers hear plans within their companies and it bubbles up into something that may be useful at an aggregated
level. We're on the outside trying to evaluate changes in the job market and forecast them. They're hearing management.

BOC SPEECH ON TAP

The BoC'’s external DepGov Vincent speaks on productivity and very efficiently so at that since there is no media around it. Just text at
12:30pmET. Not much is expected by way of any market considerations amid the strong signalling that the BoC is sidelined for an extended
period.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last ~1-day I1WK T Last 1-day IWK | [ast 1-day JIWK | Last 1-day J-WK
u.s. 357 357 357 | 368 368 367 | 4.11 4.1 4.07 | 473 473 467 |Canada-BoC 2.25
CANADA 249 249 245 | 282 282 274 | 325 325 314 | 370 370 3.58
GERMANY 2.01 202 200 | 227 229 225 ]| 269 271 264 | 3.31 3.32 3.23 |US -Fed 4.00
JAPAN 093 093 094 | 127 125 125 | 177 175 169 | 335 3.31 3.19
U.K. 378 380 373 | 397 397 387 | 456 455 440 | 539 539 519 |England - BoE 4.00
Spreads vs. U.S. (bps):
CANADA -108 -108 -112 -86 -87 -93 -86 -87 -93 -1083  -104  -108 |Euro zone - ECB 2.15
GERMANY -156 -155 -157 -141 -139 -143 -142 -141 -143 -142 -141 -144
JAPAN -264 -265 -263 -242 -243 -242 -234 -237 -238 -138 -142 -147 |Japan - BoJ 0.50
U.K. 21 23 16 28 29 19 45 44 33 66 65 53
w LCevel % change: Mexico - Banxico 7.25
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 30036 -39.8 -0.1 -1.2 -0.2 20.1 Australia - RBA 3.60
Dow 30 46092 -498.5 -1.1 -3.8 -0.2 6.5
S&P 500 6617 -55.1 -0.8 -3.3 -0.7 11.8 New Zealand - RBNZ 2.50
Nasdaq 22433 -275.2 -1.2 -4.7 -1.1 18.1
DAX 23242 61.5 0.3 -4.7 -2.5 21.9 Next Meeting Date
FTSE 9553 1.0 0.0 -3.6 21 18.0
Nikkei 48538 -165.3 -0.3 -4.9 2.0 26.4 Canada - BoC Dec 10, 2025
Hang Seng 25831 -99.4 -0.4 -4.1 2.3 314
CAC 7969 0.9 0.0 -3.3 -2.5 10.2 US - Fed Dec 10, 2025
Commodities Level % change:
WTI Crude 59.59 -1.15 -1.9 1.9 3.6 -14.1 England - BoE Dec 18, 2025
Natural Gas 4.42 0.05 1.1 -25 46.9 47.4
Gold 4117.08 49.84 1.2 -1.9 -3.2 56.4 Euro zone - ECB Dec 18, 2025
Silver 50.30 -0.76 -1.5 -1.8 -7.0 63.6
CRB Index 303.36 1.72 0.6 -0.6 34 6.4 Japan - BoJ Dec 19, 2025
Currencies Level % change:
USDCAD 1.4002 0.0013 0.1 -0.0 -0.2 0.3 Mexico - Banxico Dec 18, 2025
EURUSD 1.1587 0.0006 0.1 -0.1 -0.5 9.4
USDJPY 156.11 0.6000 0.4 0.9 3.6 0.9 Australia - RBA Dec 08, 2025
AUDUSD 0.6491 -0.0016 -0.2 -0.8 -0.3 -0.6
GBPUSD 1.3127 -0.0018 -0.1 -0.0 -2.1 3.5 New Zealand - RBNZ Nov 25, 2025
USDCHF 0.8015 0.0018 0.2 0.5 1.1 -9.2
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