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Country Date Time Indicator Period BNS Consensus  Latest
us 12-18  08:30 CPI (yly) Nov 341 3.1 3.0
us 12-18  08:30 CPI (index) Nov - 325.2 324.8
us 12-18  08:30 CPl ex. Food & Energy (yly) Nov 3.0 3.0 3.0
us 12-18  08:30 Initial Jobless Claims (000s) Dec 13 200 225.0 236.0
us 12-18  08:30 Continuing Claims (000s) Dec 06 1950 1922.0 1838.0
us 12-18  08:30 Philadelphia Fed Index Dec - 2.3 -1.7
MX 12-18  14:00 Overnight Rate (%) Dec 18 7.00 7.00 7.25
us 12-18  16:00 Total Net TIC Flows (US$ bn) Oct - - 190.1
us 12-18  16:00 Net Long-term TIC Flows (US$ bn) Oct - - 179.8

KEY POINTS:

e Markets are constructive ahead of US CPI, ECB

e  USCPI: watch the implied two-month average change...

e ...inwhatis otherwise garbage data

e Trump’s address — | want my 20 minutes back

e UStone on USMCA demands is broadly constructive....

e ...butonly aone-sided opening bid as to be expected

e  BoOE cut, vote was 5-4 as dissenters favoured a hold, weaker forward guidance
e ECBto stand pat, upgrade forecasts, set low expectations for policy moves
e  Banxico expected to cut this afternoon

e Norges, Riksbank both held, both delivered unchanged guidance

e  CBCT letits forecasts do the talking

e  Shrill cries about Canada’s population dip are unfounded

US CPI and central banks will dominate calendar-based macro risk. Global markets are
generally constructive so far, with bonds dearer outside of the UK, and stocks pushing
higher. Qil is little changed today after previously rallying.

US CPI—LIMITED INFORMATION FROM GARBAGE DATA

Garbage US inflation data from the BLS will cover the month of November. We'll only get
the y/y rates, no m/m measures, because there is going to be incomplete data for the
month of October and hence no real ability to calculated m/m changes. I'm at 3.1% y/y as
Scotia’s pick for headline and 3.0% for core, both of which are in line with consensus. They
missed the opportunity to collect the October data due to the government shutdown.

At best what you will be able to do is to take November’s core CPI level and figure the
percentage adjustment from September’s core CPI level net of any revisions there may be
and impute an average m/m SA adjustment to core prices over the two months. If that’s
0.10r 0.2 or thereabouts, then the market sees the Fed emphasizing the weak payroll
figures and cutting at least until we get new information before the Jan 28™ decision. If it’s
higher, it's dicier. There will be limited information in this reading in my opinion.

Further, recall all the dents against US inflation data. One example is the record high roughly
40% of the basket that is now being estimated through alternative methods given data
sampling and collection issues that pre-date Trump but that his DOGE cuts severely
amplified (chart 1). Another example is the made-up seasonal adjustments. Also look at
breadth by component in terms of factors like core goods for potential tariff effects, shelter
versus ex-shelter, core services etc for underlying drivers. And for this report, the BLS will only
collect limited price data for October with most of that opportunity lost to the shutdown.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com
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As for tariff effects, my views haven’t changed. First, tariff pass through is only one subset of Chart2

supply chain shocks. Second, forget about clear answers with short-term data. The cumulative Riksbank's Forward Guidance &
supply chain shocks from Brexit and Trump 1.0 to the pandemic and geopolitical developments . Market Pricing

and then Trump 2.0 are rewriting the rule book on supply chains. That will take YEARS to S fCEEt
evaluate even though markets may be inclined to think they’ll get all the answers in a handfulof 4 [

readings. That’s just not the way it works. The reverse analog was the multi-decade

disinflationary impact of China’s rise along with neighbouring countries. 3T o 29 MER
BOE CUT, DISSENTERS APLENTY, LESS CONFIDENCE IN EASING FURTHER 2 F L
The Bank of England cut Bank Rate by 25bps to 3.75% as widely expected. The vote was a tight 5- 4 | policy rate Sep.25MPR
4 as Pill, Greene, Lombardelli and Mann dissented in favour of a hold. Guidance points to further

cuts being uncertain. The 2-year UK yield moved marginally higher and sterling appreciated a 0 Ty T T T T T T
touch in the immediate aftermath. Pl i
RIKSBANK STAYS ON SCRIPT 17 18 19 20 21 22 23 24 25 26 27 28

Sweden’s Riksbank left its policy rate unchanged at 1.75% as universally expected. It also left Sources: ScatiabankEconomics, Riksbank.

forward guidance unchanged toward a prolonged hold with the next policy rate move likely to be
up but not until 2027 (chart 2).

NORGES BANK DELIVERS UNCHANGED STANCE Chart 3
Norway’s central bank also stayed on hold at a deposit rate of 4% as broadly expected. It Norges Bank Policy Ra.t(.e Projections
. . o ) & Market Pricing

repeated explicit forward guidance that it still sees room for easing at a one-cut-per-year pace 50 [ Policyrate, %
(chart 3). Governor Ida Wolden Bache emphasized “We are not in a hurry to reduce the policy 45 i?);_'
rate.” Norway’s rates curve bear flattened with the 2-year yield up 5bps this morning. 40
CBCT LETS THE NUMBERS DO THE TALKING 33

30 -

Sep.'2

Taiwan’s central bank held at 2% as expected. There is no explicit forward rate guidance, butthe 55 eﬁ:q i
numbers did the talking. GDP growth projections were revised sharply higher in 2025 and 2026 20
while CPl is still expected to be similar in 2026 at 1.6% y/y to the performance this year. 15
ECB EXPECTED TO HOLD 10

05
The ECB is universally expected to stay on hold shortly (8:15amET) with President Lagarde’s press _\f 0
conference to follow 30 minutes later. The tone is likely to be all about the reasons not to expect 18 19 20 21 22 23 24 25 26 27 28

much from them for a while. Little to no change is expected to the statement. Fresh forwards will be ~ Seurces:Scotizbank Economics, Norges Bank.
offered and are expected to raise the GDP outlook but they’ve likely been overhyped in relation to
small expected changes relative to the private consensus. See my week ahead for more.

BANXICO TO CUT AS THE HAWKS’ CASE GROWS
Chart 4

Mexico’s central bank is widely expected to cut by another 25bps this afternoon (2pmET). Watch Banxico & Fed Policy Rate Spread
for indications on the bias as the hawks have a growing case in their favour and with the policy 700 r Banxicoo/nrateand Fed Fundsrate

spread, in bps
rate spread to the Fed at tight levels (chart 4). See my week ahead for more. 650 |

600
CANADA RELEASES LAGGING PAYROLLS o

Canada only releases lagging SEPH payrolls for October. They never matter. They are too lagging, sgo |
they exclude off-payroll small business jobs by definition, and they are subject to utterly massive 454 |
monthly revisions to reported employment changes that are commonly in the tens of thousands 454 |

each month Charts 5-6 show first and cumulative revisions. 350 |

CANADA'’S SENSATIONALIST POPULATION HEADLINES 300 F
250
200

Headlines screamed that Canada’s population decline was the “biggest on record” in Q3. These

shrill cries lack balance and miss important points about the reasons and the impact. Charts 7-11 15 16 17 I8 19 20 21 22 I3 24 75
provide context along with the following points. Sources: Scotiabank Economics, Bloomberg.
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e Onepointis to resist viewing it as only a demand
side factor as there are offsetting supply side
changes in the labour market and broader
economy through potential GDP. That’s
important to BoC watchers.

e Asecondissue is that few should be surprised

since the pivot on immigration policy changes has

been telegraphed for a long while now; the aim is
to correct an out-of-control overshoot.

e Third is that population is still up ginormously
from 2021 levels (+3.3 million) as the 76k decline
in Q3 over Q2 is basically the equivalent to some
piddly little hick town in the middle of nowhere.

Chart 7

Canada's Population Level
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Sources:Scotiabank Economics, Statistics Canada.

e  Fourth, not all of the folks who arrived in the great
surge have pushed through housing and consumer
markets; we're flattering ourselves if we think
arrivals from 1, 2 and 3 years ago have been fully
assimilated into Canadian society, the job market,
the rental and owner-occupied housing markets,
business start ups, credit markets, consumer
markets etc. That's just not the way it works so
sorry if that rubs the myths about how idyllic
Canadian society is that some may subscribe to.

e  Fifth, the planis to scale back on population
growth for two years as temps get converted to
perms or removed, leaving population little
changed whether flat or slightly lower over this
period. Then the temps reductions end and
population growth resumes.
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Canada's Population Growth Projection
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Canada's Net Flow of Temp. Residents
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Chart 11

Canada Temporary Residents
- % of total population
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Sources: Scotiabank Economics, Statistics Canada.

e Andlastly, control for the compositional shift in immigration; the decline is through temps (int’l students, temp foreign workers, asylum

seekers) where things really over-shot. Temps fell by 176k in Q3/Q2 while permanent residents increased by 102k. Some temps were likely

moved to the perms category. Temps carry a much lower impact upon the economy than immigration through permanent residents. Temps

on the international student side were often an abused path to Canada facilitated by fake educational institutions and weak controls.
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US LAYS OUT CUSMA/USMCA WISH LIST

US Trade Representative Greer is widely reported to have laid out US demands before both Chart 12

chambers of Congress ahead of negotiations to renew the trade pact. Here are my impressions.  USMCA Utilization of Canadian Dairy
Tariff Quotas for 2025-2026
e the broad takeaway is that the USTR emphasized that the majority of feedback garnered 60000 r in metrictonnes

from public hearings is supportive of the agreement and wishes it to stay in place. The 50000 | OQuotas
USTR’s approach is to negotiate while broadly remaining committed to the deal. 40000 |
30000 F B Utilization

e  asto be expected, the USTR laid out demands while offering nothing from the US side. 20000

Canada and Mexico will likely do the same. It’s to be expected in negotiations. 10000

0

e one of the US demands is to address Canada’s supply management policies surrounding

dairy. Don’t hold your breath, Mr. Greer. PM Carney likely puts more important on avoiding #3"

a potential constitutional crisis by feeding the PQ’s polling in Quebec into next October’s N

-
election than addressing the price of a bag of milk. Further, the US has the exact same <

quota and tariff system as Canada because Trump agreed to it in the last round, and US
*for the period: 2025/08/07 - 2026/07/31

producers don’t even use their quotas for export into Canada above which the tariffs would D ]
Sources:Scotiabank Economics, GoC.

kick in (chart 12).

e the US demands Canada address its Online Chart13 Chart 14
Streaming Act and the Online News Act as Number of Subsidy Distortions Agricultural Financial Support
they .are percen@d to d|scr|m|.nate agamst 200 000s, from2008 - Q12023 140 ¢ tz%t;llsupportestimate, in billions of USD,
US big tech. This is nonsense in my view; 180 |} 120 |
how arrogant to demand Canada 160 100
acquiesce to the demands of the UStech 140
bros who have little to no regard for 120 g0
Canadian culture and policy preferences 100 60
surrounding it. The Online Streaming Act 80 a0
merely brings US streaming companies 60

20
under the CRTC’s regulation like othersina 40

0

level playing field sense; the tech bros just 20 §5582 LR BES ?% TLE g?‘,
=4 = @ =8 5 ] ]
don’t want to have to answer to anybody 0 A58veS55Em5582Y
CNEP>UC OB Ty IS ECg 5 FRuSs=Z3 N g
anywhere. The Online News Act merely E:’gg =S gj E%E{E%E 5E §5 £8 i g =3
. . U E =77 g0 2gaqgax<s = = =
requires internet platforms to compensate g = U . 9_0{_3 E = T 5
. < £ - )
for using content produced by others Sources: Scotiabank Economics, TheHinrich Foundation. Sources:Scotiabank Economics, OECD.

rather than ripping them off. More

fundamentally, the issue is Canadian fear that an absence of such controls would make for a wild west and greater cultural dominance
of US big tech over Canada. It’s the same fear that neighbouring Asian countries have toward China. Large, dominant systems
shouldn’t necessarily expect to have their way in exporting their cultures without respect for local preferences.

e the US demands that Canada liberalize procurement programs particularly in the larger provinces. Canada wishes the US would do the
same, naturally, with defence procurement at the top of the list.

e the US demands Canada end its provincial bans on imported US alcohol. Recall that the reason for this is in retaliation against US
tariffs.

e The US wants Alberta to be nicer to Montana on electricity imports. All | can say on this small issue is, well, whatever.

Of course, the US is an angel and offered nothing about its own trade practices. Like hundreds of billions spent annually on subsidies in the
US Farm Bill as the US subsidizes agriculture—mainly large corporate farms—more than the Europeans. Like how its southern and Midwest
states subsidize global auto companies to locate there, siphoning off investment from northern states and Canada. Like tens of billions in
data centre subsidies offered by states as previously cited. Like the so—called ‘chicken tax’ on imported trucks. Like chips and inflation—
reduction act subsidies galore. The US ranks highly on its use of subsidies more than others (charts 13-14) and this puts it at an unfair
advantage to its trading partners.
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TRUMP’S MONOLOGUE—I WANT MY 20 MINUTES BACK

Trump’s roughly 20-minute speech last night was devoid of anything substantively new. He promised US$2.5B to be handed out to soldiers
in the form of $1,7776 to 1.45 million military members which is small change in a bigger picture sense.

The rest of the speech was full of mistruths. On example was the claim that prices are falling, when inflation is still about 3% y/y. Another is
the claim that the economy and job market are better than ever when in fact Trump inherited nonfarm payrolls on an upward trend that
has since gone flat since ‘Liberation Day’ and down after several adjustments described in my nonfarm flash. Further, take Al out, and US
investment is falling. A further example is the claim that real wages (ie: inflation adjusted) are performing very well, when they are only up by
0.7% y/y on average and with many Americans below that and with falling real wages.

The speech had the feeling of an angry, denial tone that cited perceived accomplishments while not acknowledging associated turmoil and
without paying heed to legitimate concerns of Americans, rather than acknowledgement of the pressures facing many Americans in the job
market and in terms of affordability issues.

So why did he deliver it? Maybe it was a sign that the pressure of tumbling approval ratings, a stalled job market and persistent inflation and
affordability issues are getting to him on the path to the midterms next November.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day 1-WK T last 1-day IWK | last 1-day IWK | [ast I1-day I-WK
u.s. 346 348 354 | 368 370 374 | 414 415 416 | 483 4.83 4.80 |Canada-BoC 225
CANADA 260 260 263 | 298 298 3.01 | 343 343 343 | 3.88 387 385
GERMANY 213 214 216 | 245 247 246 | 286 286 284 | 349 349 345 |US-Fed 3.75
JAPAN 107 107 106 | 144 145 142 | 197 198 193 | 338 336 3.39
U.K. 375 371 377 | 395 3.91 396 | 451 448 448 | 524 522 5.21 |England - BoE 3.75
Spreads vs. U.S. (bps):
CANADA -87 -89 -91 -70 -72 -73 -71 -73 -73 -95 -95 -95 |Euro zone - ECB 215
GERMANY -133 -135 -138 -122 -123 -127 -128 -129 -131 -133 -134 -135
JAPAN -239 241 -248 | -224 -225  -231 | -217 -218 -223 | -144  -147  -141 |Japan - BoJ 0.50
U.K. 29 22 23 27 21 22 37 32 33 41 40 41
m Level % change: Mexico - Banxico 7.25
Last Change 1Day 1-wk 1-mo A1-yr
S&P/TSX 31250 -13.9 -0.0 -0.8 4.0 273 Australia - RBA 3.60
Dow 30 47886 -228.3 -0.5 -0.4 3.9 13.1
S&P 500 6721 -78.8 -1.2 -2.4 1.6 14.5 New Zealand - RBNZ 2.25
Nasdaq 22693 -418.1 -1.8 -4.1 1.2 17.0
DAX 24024 63.9 0.3 -1.1 3.6 18.7 Next Meeting Date
FTSE 9773 -1.2 -0.0 0.7 2.3 19.2
Nikkei 49002 -510.8 -1.0 -2.3 0.6 254 Canada - BoC Jan 28, 2026
Hang Seng 25498 294 0.1 -0.1 -1.7 28.4
CAC 8101 14.9 0.2 0.2 1.7 9.7 US - Fed Jan 28, 2026
Commodities Level % change:
WTI Crude 55.98 0.04 0.1 -2.8 -7.8 -20.7 England - BoE Dec 18, 2025
Natural Gas 4.12 0.09 23 -2.7 -5.8 221
Gold 4319.19 -19.14 -0.4 0.9 6.2 67.1 Euro zone - ECB Dec 18, 2025
Silver 65.95 2,97 4.7 8.0 29.2 117.6
CRB Index 293.80 2.1 0.7 -2.5 -3.2 0.6 Japan - BoJ Dec 19, 2025
Currencies Level % change:
USDCAD 1.3791 0.0004 0.0 0.1 -1.4 -4.5 Mexico - Banxico Dec 18, 2025
EURUSD 1.1717 -0.0024 -0.2 -0.2 1.2 13.2
USDJPY 155.76 0.0700 0.0 0.1 0.2 0.6 Australia - RBA Feb 02, 2026
AUDUSD 0.6606 0.0001 0.0 -0.9 1.5 6.2
GBPUSD 1.3377 0.0001 0.0 -0.1 1.8 6.4 New Zealand - RBNZ Feb 17, 2026
USDCHF 0.7956 0.0001 0.0 0.0 -0.5 -11.7
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