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Chart 1

Where America Gets Its Steel
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Chart 2

US Aluminum Imports By Country
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On Deck for Friday, February 13

Country Date Time Indicator Period BNS Consensus  Latest
us 02-13 08:30 CPI (m/m) Jan 0.3 0.3 0.3
us 02-13  08:30 CPI (yly) Jan 25 25 27
us 02-13 08:30 CPI (index) Jan - 325.5 3241
us 02-13 08:30 CPI ex. Food & Energy (m/m) Jan 0.3 0.3 0.2
us 02-13 08:30 CPl ex. Food & Energy (yly) Jan 25 25 2.6
KEY POINTS:

e Risk-off ahead of US CPI, metals prices falling on tariff reversal

e  Multiple studies confirm that Americans are paying for Trump’s tariffs...
e ...confirming what we’ve argued all along...

e ...and now the pressure is on to roll them back...

e ...with movement afoot to reduce metals tariffs

e USCPI could be complicated by revised seasonal adjustments

e China’s home prices remain in freefall

e Chinese credit growth got off to a decent start

e Peru’s central bank held with neutral bias

e Russian central bank cut, reduced forward guidance

e Early bond close in Canada ahead of long weekends in Canada, US

Equities are broadly lower across N.A. futures, European cash markets, and overnight
Asian markets as the Nikkei fell 1.7% and continues to consolidate initial euphoria over
Japan’s election results. Sovereign bond yields are slightly outperforming in Europe
relative to little change in the US and Canada. The dollar is broadly firmer. Aluminum and
steel prices are somewhat lower in the wake of tariff headlines as explained next which is
welcome news to consumers.

Trump Administration Possibly Moving to Reduce Metals Tariffs

As evidence mounts to confirm the understanding that it would be US companies and US
consumers who would bear the brunt of Trump’s tariffs—not foreign companies as the
administration claims—there is mounting evidence on the Trump administration to
reverse its tariffs. Having been allegedly elected to manage affordability concerns, the
administration is polling poorly as companies take offsetting steps to manage costs by
trimming payrolls outside of healthcare and as prices rise.

Enter the latest example of the administration backing down. The FT reported earlier this
morning that the administration is working to roll back some tariffs on steel and aluminum
goods (here). Recall that the administration applies a 50% tariff rate on imported steel
and aluminum and derivative products. It’s a frank admission by the administration that it
got it wrong as every economist outside of the White House said they would.

Who would be affected by the reduced tariffs pending details on which ones? Chart 1
shows where America gets its steel and chart 2 shows the same for aluminum. Canada is
#1 on both charts.

As for the studies showing that it's Americans paying for Trump’s tariffs, here’s one
produced by the New York Federal Reserve’s economists. Here’s another produced by the
Tax Foundation in the US. Here’s another from the Kiel Institute for the World Economy (a
German think tank). Here’s the analysis of the budget lab at Yale. Here’s the US
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Congressional Budget Office’s take. The CBO’s forecasts and analysis include Box 2-1which says  Chart3
70% of tariffs will be paid by consumers, 30% by US businesses and 5% by foreign exporters. The US Inflation Breadth
estimates across the studies vary a little but are all generally in the same ballpark. 100 % of components

9 | o
And nobody needed these groups to tell you this. Economics 101 would have done so. Tariffs are a 5 OVyG/”f/"
tax on Americans paid for by Americans and negate the advantages of last year’s tax reductions o growth

through the ‘big beautiful bill’ impacting this year’s tax refund season. Further, tariffs
disproportionately impact mainstreet while the tax cuts flow disproportionately to upper income

individuals with lower marginal propensities to consumer out of an added dollar of after-tax >0

income. 40
30

US CPI One of Two Before March FOMC

How do you top nonfarm...er...Wednesday? Why US CPI Friday of course! And it’s Friday the 13" 44

just in case we have any superstitious traders around here. 0

US CPI for January will be the main event to close out the week (8:30amET), at least in terms of
calendar-based risk. See the preview in my weekly.

CPlis expected to rise by 0.3% m/m SA with core CPl matching that estimate. A complicating
factor is that the BLS will apply updated seasonal adjustment factors in its annual exercise that
stretches back five years each time they do it (here). Watch breadth as evidence mounts that
more of the basket is under upward pressure (chart 3). And beware quality issues as the BLS
continues to substitute proxy methods for data shortfalls with a record share of the CPI basket
now being estimated by such substitute methods (chart 4).

Other Developments

Peru’s central bank held its reference rate unchanged at 4.25% last evening as widely expected.
The bias sounded neutral for some time.

Russia’s central bank unexpectedly cut its key rate by 50bps to 15.5% this morning. A small
minority got the call right with most expecting a hold. The central bank looked through one-off
drivers of higher inflation to say “once the impact of the one-off factors fades, inflation will resume
its decline.” Explicit forward rate projections indicate openness to between 100-200bps of
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Sources: Scotiabank Economics, BLS.

Chart 4

BLS Use of Alternate Estimation
Methodology in US CPI

r % of components imputed using a different-
cell imputation, a less precise method

2019 2020 2021 2022 2023 2024 2025

Sources: Scotiabank Economics, BLS.

additional cuts this year which is 50bps less than previously guided at both ends and stated it
would assess the need for further cuts at following meetings. The ruble shook off the cut because

of the reduced guidance.
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China’s house prices continued to fall. New home prices slipped by -0.4% m/m in January with
resale prices down 0.5%. New home prices have fallen every single month since June 2023 with
resale prices down every months since April 2023 (chart 5).

China’s aggregate financing figures for January got off to a relatively strong start compared to past
. . 0.4

months of January. New yuan loan origination was also relatively strong compared to past months

of January. Comparing months of January over time is important because China tosses out its ’

lending quotas at the start of each year and there is a seasonal rush to fill them across the 0

individual banks. It's too soon to tell whether this portends improved credit growth this year given 12

one month and the seasonality.

Eurozone GDP landed on the screws at 0.3% q/q SA which drew little surprise from anyone given it
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was the second estimate and we already had GDP from the major economies. Jobs were up 0.2%
q/qin Q4.

Intelligence.

Canada’s bond market shuts early at 1:30pmET today ahead of Family Day on Monday. There is no official early close in Canadian equities.

There is no official early close in the US ahead of Presidents Day (note plural....).

Global Economics
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate

Last 1-day T-WK | last 1-day IWK | last 1-day IWK | [ast 1-day I-WK
u.s. 346 346 350 | 366 366 376 | 410 410 421 | 474 473 4.85 |Canada-BoC 2.25
CANADA 249 249 255 | 281 282 291 328 328 340 | 374 374 385
GERMANY 205 206 209 | 235 237 241 | 276 278 284 | 343 345 3.51 |US-Fed 3.75
JAPAN 129  1.31 129 | 169 1.71 169 | 223 224 223 | 346 344 357
U.K. 359 360 362 | 384 386 390 | 443 445 451 524 526 5.34 |England - BoE 3.75

Spreads vs. U.S. (bps):
CANADA -97 -97 -95 -85 -84 -85 -83 -82 -81 -100 -99 -100 |Euro zone - ECB 215
GERMANY -141 -140 -141 -132 -130 -135 -135 -132 -137 -131 -129 -134
JAPAN -216  -214 221 | -197 -195 -207 | -188 -186 -198 | -128 -130 -129 |Japan - BoJ 0.75
U.K. 14 15 12 18 19 14 33 35 31 50 52 48
m Level % change: Mexico - Banxico 7.00
Last Change 1 Day 1-wk 1-mo 1-yr

S&PITSX 32465 -788.9 -2.4 1.5 -1.2 26.3 Australia - RBA 3.85
Dow 30 49452 -669.4 -1.3 1.1 0.5 10.6
S&P 500 6833 -108.7 -1.6 0.5 -1.9 1.7 New Zealand - RBNZ 2.25
Nasdaq 22597 -469.3 -2.0 0.3 -4.7 13.3
DAX 24832 -20.5 -0.1 0.4 -2.3 9.8 Next Meeting Date
FTSE 10413 10.8 0.1 0.4 2.7 18.8
Nikkei 56942 -697.9 -1.2 5.8 6.3 443 Canada - BoC Mar 18, 2026
Hang Seng 26567 -465.4 -1.7 0.0 -1.0 21.8
CAC 8311 -29.7 -0.4 0.4 -0.4 1.8 US - Fed Mar 18, 2026
Commodities Level % change:
WTI Crude 62.38 -0.46 -0.7 -1.8 2.0 -12.5 England - BoE Mar 19, 2026
Natural Gas 3.16 -0.06 -1.9 -7.8 -7.7 -13.0
Gold 4968.02 45.83 0.9 0.1 8.3 69.7 Euro zone - ECB Mar 19, 2026
Silver 83.52 -2.59 -3.0 6.1 -0.7 162.9
CRB Index 306.23 -4.36 -1.4 -1.0 -0.1 -2.2 Japan - BoJ Mar 19, 2026
Currencies Level % change:
USDCAD 1.3622 0.0012 0.1 -0.4 -1.9 -4.0 Mexico - Banxico Mar 26, 2026
EURUSD 1.1859 -0.0012 -0.1 0.4 1.9 13.3
USDJPY 153.36 0.6200 0.4 -2.5 -3.6 0.4 Australia - RBA Mar 16, 2026
AUDUSD 0.7051 -0.0039 -0.6 0.5 55 11.6
GBPUSD 1.3605 -0.0017 -0.1 -0.0 14 8.3 New Zealand - RBNZ Feb 17, 2026
USDCHF 0.7692 -0.0001 -0.0 -0.9 -4.0 -14.8
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