Scotiabank.
GLOBAL ECONOMICS

DAILY POINTS
March 24, 2026 @ 7:45 EST

Contributors

Derek Holt

VP & Head of Capital Markets Economics
Scotiabank Economics

416.863.7707
derek.holt@scotiabank.com

Chart 1

Global Composite PMis
58

[ composite PMIs, % balance/diffusion
56
54
52

50

48

46

On Deck for Tuesday, March 24t

Country Date Time Indicator Period BNS Consensus Latest
us 03-24  08:30 Productivity (q/q a.r.) 4QF 19 1.8 28
us 03-24  08:30 Unit Labor Costs (q/q a.r.) 4QF 4.0 34 28
us 03-24 10:00 Richmond Fed Manufacturing Index Mar - -9.0 -10.0
us 03-24 18:30 Fed's Michael Barr Speaks on Economic Outlook
KEY POINTS:

e Global markets restore some calm after yesterday’s violent moves

e Understanding Trump’s about face is key to understanding the path forward
e Global PMIs signal broadly weaker growth, higher inflation

e A pair of curious BoC departures

e  Why Canada’s unemployment rate is more likely to fall than rise

e Danes vote today

e  Otherlight data

After yesterday’s violent moves across asset classes, today is positively dull by
comparison. Qil is up by about 2% with Brent at about US$102 and WTI at just over $90.
Equities are little changed with a slight negative bias across N.A. futures and European
cash markets after Asian equities spent the overnight session merely catching up to the
Trump-fed rally in western markets. Sovereign bond yields are little changed but with a
slightly higher bias across the US and core Eurozone front-ends versus slightly lower UK
yields after Asia-Pacific benchmarks rallied in lagging fashion to the west. Canada’s rates
curve is little changed. Currencies are mixed but with little change overall as outlier moves
are limited to the Antipodeans, rand and won.

Today’s markets may tread water barring any sudden surprises as they wait for Trump’s
coming weekend deadline for talks with Iran to arrive. We're left interpreting PMIs, curious
moves at the BoC and debating how gullible and easily manipulated markets proved to be
once again yesterday.

UNDERSTANDING TRUMP’S ABOUT FACE IS KEY TO UNDERSTANDING THE PATH FORWARD

My, aren’t markets gullible and they quite possibly never learn from the manipulative
tactics. Why did Trump delay attacks on Iran and stand down yesterday? Here are a few
theories and they’re not necessarily mutually exclusive. On net, | think they point toward a
high degree of continued caution toward the very real prospect that the war intensifies
and that markets overreacted in no small part due to violent market positioning swings
that exaggerated the responses.

e to wait until the marines are in place by this coming weekend. Just like when Trump
threatened Iran and backed down temporarily upon realization that US warships and
planes were still a long way from being in place.

e Iran counter-threatened with its own escalation and Trump backed down for now.

e Trumpis finally realizing the soaring cost of the war, the low probability of achieving
the initial aims, and the political consequences and is therefore looking for an exit.
You could interpret his comments about Hegseth as an attempt to make it sound like
it’s all his fault that the US got into this mess.

e someone in his orbit wanted to float a trade and made a lot of money (here and
here). Multiple accounts have noted that trading volumes spiked unusually in the
immediate lead up to Trump’s social media post. Competent and distanced
regulators would normally investigate.
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to push out the strikes until next weekend after markets shut rather than the start of the week’s trading.
to lower the enemy’s guard before boots hit the ground.
to divide Iran’s reportedly divided leadership even further in a classic Trump tactic.

to temporarily lower oil prices so they can stock up the strategic petroleum reserve.

GLOBAL PMIS — WEAKER GROWTH, HIGHER PRICES

Global purchasing managers’ indices indicated a  chart2 Chart 3
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the cheery details now to accompany charts 1-3.

The UK composite PMI fell 2.7 points to 51.0 with weakness driven primarily by services (51.2, 53.9 prior) as manufacturing was little
changed (51.4, 51.7 prior). Input prices in the manufacturing sector climbed by the most since October 1992 when sterling depreciated
after Black Wednesday (here). Output prices also accelerated by the most since last April as respondents noted “the need to pass on
higher raw material prices to customers.”

The Eurozone composite fell by 1.4 points to 50.5 with the weaker reading driven entirely by services (50.1, 51.9 prior) as manufacturing
accelerated (51.4, 50.8 prior). Both Germany and France experienced weaker composite PMIs, weaker services PMls, but somewhat
firmer manufacturing PMIs. Respondents noted the fastest rise in input price inflation in three years which takes us back to higher
inflation coming out of the pandemic, and a pick-up in selling prices. Shipping delays were cited as a factor and S&P noted that the
price gauges indicate “inflation accelerating close to 3%” from 1.9% y/y up to February.

India’s composite PMI fell by 3.4 points to 56.5 which continues to signal the quickest economic growth of any of the regions.
Manufacturing decelerated the most (53.8, 56.9 prior) and services decelerated by less via a 0.9 dip to 57.2. Input prices climbed by the
most in nearly four years with prices for aluminum, chemicals, electronic components, energy, food, iron ore, leather, oil, rubber and
steel getting nods. Output prices climbed by the most in seven months.

Australia kicked it off in miserable fashion as their composite PMI fell by a whopping 5.4 points to 47 and hence into outright
contraction territory. Services bore the brunt of the drop (46.6, 52.8 prior) as manufacturing decelerated a touch (50.1, 51.0 prior). Input
and selling prices climbed by the most since 2023.

Japan’s composite PMI fell by 1.4 points to 52.5 on both services (52.8, 53.8 prior) and manufacturing (52.5, 53.9 prior). Input costs
climbed by the most since February of last year as the yen, labour costs, fuel and broader supply chain challenges were cited.

The US releases its PMIs at 9:45amET this morning.
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OTHER DEVELOPMENTS

Also keep an eye on a pair of minor US releases. The Richmond Fed’s manufacturing gauge for March (10amET) could break the tie between
the deterioration in the NY Fed’s Empire manufacturing measure that fell versus the Philly Fed’s measure that slightly accelerated. KC's
measure is out in two days, and the Dallas Fed’s is due on Monday as oil country laps up higher prices.

The US weekly ADP private payrolls measure is also on tap (8:15amET). It decelerated a touch the prior week, but this update will start to
push into war territory as it covers the week ending March 7.

Chile’s central bank is universally expected to stay on hold at an overnight rate of 4.5% (5pmET). Markets are pricing a modest chance at a
hike over coming meetings.

Japan’s CPl inflation pulled back to 1.3% y/y in February with core slipping to 1.6%. And no one cared since, well, it's February.
Even better in the stale category will be Mexico’s economic activity index—a GDP proxy—that covers January (8amET).

Danes are voting in their general election today. We should get the results of exit polls after 3pmET when local polls close. PM Mette
Frederiksen wasn’t inspiring many locals until Trump came along and gave her a boost.

WHY THE UNEMPLOYMENT RATE OUTLOOK IS UNLIKELY TO HINDER THE BANK OF CANADA'’S POLICY DECISIONS

Would the Bank of Canada’s policy response to what is emerging to be a major positive inflation shock be hindered by fear that the
unemployment rate would soar?

Obviously the first issue is that the formal target is 2% inflation over the medium-term.

Labour market conditions indirectly feed into that if correlated with a broadly weakening economy. You might argue it’s a touch less
obvious than it should be because Freeland changed the wording of the five-year review in 2021 to price stability as the “primary” goal and
with the statement peppered with references to fully inclusive maximum employment. That, in my view, should be left out of a monetary
policy dialogue.

The second issue is going to be what do you expect to happen to the UR. Our forecast is forit Chart4
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1990-91. | don’t think people who recall that period would say so, including me as | started my Sources-Scotiabank Economics, Statistics Can
career coming off that spike. Fiscal policy was turning contractionary with ratings downgrades

and widening spreads over the US. Canada was in the early days of adjusting to the Canada-US FTA and then NAFTA 1.0. Rates were
already sky high going into it in the early days of adopting explicit inflation-targeting in the Crow years.

THE BOC’S CURIOUS DEPARTURES

It’s unusual for the Bank of Canada to lose two Deputy Governors on the same day (here), not to mention at a possible policy inflection
point and in a 5-year review year for its mandate. Kozicki was nearing retirement age, Mendes was not and there was no mention of
pursuing another opportunity.

Global Economics 3


https://www.bankofcanada.ca/2026/03/changes-bank-of-canada-governing-council/

Scotiabank. DAILY POINTS

March 24,2026

Maybe we’ll learn more, but for now, the BoC’s Governing Council becomes rather thin in short order (April 10™ for Mendes, July 15 for
Kozicki). The wall of fame is left with only two permanent qualified economists on Governing Council (here). The stated intention to fill the
positions (plural) with a narrowed pool of only internal candidates seems unusual as they usually cast a wider net and may indicate that
either the decisions happened fast or the BoC’s budget cuts imposed by the Federal government are working their way through the rank
and file. The BoC’s DepGov pay might be a factor in limiting the pool to internal candidates as well. Scroll down to the executive leadership
for possible candidates among the ones with suitable training with names like Coletti, Gosselin, Murchison, Santor and Sarker theoretically
among the possibilities.

What were the views of the departing DepGovs on Governing Council? Kozicki is tagged on the street as a dove, yet her speech at the start
of this month didn’t sound so dovish to me. Here’s the money quote:

“When a supply shock has small or short-lived effects on inflation, central banks tend to look through the impacts as they set monetary
policy. When the economy is weak, they may be able to wait for inflation to return to target on its own. But a look-through strategy has
limits. Central banks generally should respond when the impacts of a shock on inflation are larger and more persistent.”

So, is today ‘small or short-lived’ or ‘larger and more persistent’? I'd lean to the latter in which case she may lean in the direction of tighter
policy at the next three decisions she will work through before departing. For now, we’re sticking to hikes commencing in Q3 with openness
toward Q2 pending further developments within a highly fluid situation.

Mendes, however, is gonezo before the next decision on April 29" and his views were generally more difficult to read. His last speech
touched on the five-year review and indicated yet more core inflation readings may be offered—as if there are not enough already.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-WK'| Last 1-day IWK | Last 1-day I-WK [ Last I1-day I-WK
u.s. 388 385 368 | 399 397 379 | 437 434 420 | 494 492 484 |Canada-BoC 2.25
CANADA 295 296 266 | 319 318 299 | 355 354 338 | 394 393 384
GERMANY 258 258 238 | 270 271 257 | 299 301 291 350 350 348 |US-Fed 3.75
JAPAN 130 130 128 | 1.71 172 169 | 227 231 228 | 356 358 357
U.K. 439 442 404 | 444 448 422 | 489 492 469 | 552 553 537 |England - BoE 3.75
Spreads vs. U.S. (bps):
CANADA -92 -89 -102 -80 -78 -80 -82 -80 -82 -100 -98 -100 |Euro zone - ECB 215
GERMANY -130  -128 -129 | -129 -126 -123 | -137 -134 129 | -144 -141  -137
JAPAN -258 -255 -239 -228 -224 -210 -210 -203 -192 -138 -133 -128 |Japan - BoJ 0.75
U.K. 51 56 37 45 52 43 53 58 49 58 61 53
w Level % change: Mexico - Banxico 7.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 31884 566.4 1.8 -3.0 -6.1 26.0 Australia - RBA 4.10
Dow 30 46208 631.0 1.4 -1.6 -6.0 8.5
S&P 500 6581 74.5 1.1 -1.8 -4.5 14.1 New Zealand - RBNZ 2.25
Nasdaq 21947 299.1 1.4 -1.9 -4.0 20.7
DAX 22577 -76.6 -0.3 -4.9 -9.6 -1.2 Next Meeting Date
FTSE 9911 16.6 0.2 -4.7 -7.2 14.7
Nikkei 52252 736.8 1.4 -2.8 -10.8 38.3 Canada - BoC Apr 29, 2026
Hang Seng 25064 681.2 2.8 -3.1 -5.7 4.8
CAC 7724 -2.2 -0.0 -3.1 -9.3 -3.7 US - Fed Apr 29, 2026
Commaodities Level % change:
WTI Crude 90.53 2.40 2.7 -5.9 37.9 31.0 England - BoE Apr 30, 2026
Natural Gas 2.92 0.03 1.0 -3.7 0.2 -25.4
Gold 4421.83 14.65 0.3 -11.7 -14.0 46.9 Euro zone - ECB Apr 30, 2026
Silver 67.23 -5.14 =71 -14.8 -22.7 102.6
CRB Index 350.74 -16.38 -4.5 -2.5 13.2 14.5 Japan - BoJ Apr 28, 2026
Level % change:
USDCAD 1.3744 0.0017 0.1 0.4 0.3 -4.0 Mexico - Banxico Mar 26, 2026
EURUSD 1.1593 -0.0020 -0.2 0.5 -1.5 7.3
USDJPY 158.68 0.2400 0.2 -0.2 1.8 5.3 Australia - RBA May 05, 2026
AUDUSD 0.6975 -0.0036 -0.5 -1.8 -1.2 11.0
GBPUSD 1.3410 -0.0021 -0.2 0.4 -0.6 3.8 New Zealand - RBNZ Apr 07, 2026
USDCHF 0.7872 0.0008 0.1 0.3 1.7 -10.9
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