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Country Date Time Indicator Period BNS Consensus Latest
US 0326 08:30 Initial Jobless Claims (000s) Mar21 215 210.0 205.0
US 0326 08:30 Continuing Claims (000s) Mar14 1860 18490  1857.0
MX  03-26 15:00 Overnight Rate (%) Mar26 6.75  7.00 7.00

CA 0326 12:00 BoC Senior Deputy Governor Rogers Speaks in Brandon. MB
US 0326 16:00 Fed's Cook Speaks on Financial Stability

US 0326 18:30 Fed's Miran Speaks on Balance Sheet

US 0326 19:00 Fed's Jefferson Speaks on the US Economy

US 0326 19:10 Fed's Barrin Moderated Conversation

KEY POINTS:

e  Oil up, everything else down as Iran negotiations stall

Iran’s five demands basically rejected negotiations...

...calling Trump’s bluff as the weekend deadline approaches...

e ..prompting Trump to escalate his warnings this morning

e Norges Bank pivots toward hiking

e  What the BoC could say in today’s talk on the economy and policy
e SARB expected to hold

e Banxico faces a divided consensus

e Ontario’s budget arrives after the close

e Light data: Canada’s lagging and volatile payrolls, US claims

Oil's gyrations continue this morning after Iran’s wildly unrealistic counter demands
amount to thumbing the country’s nose at Trump (see below). The US claims that
negotiations continue but there are no transparent signs of this on Iran’s behalf as the
Revolutionary Guard appears to be more broadly in charge of Iran. In fact, Trump’s social
media post this morning (here) makes it sound like he’s stunned that his bluff is being
called and upping his threats, but to say Iran is “begging” for a deal seems contrasted by
all of the other evidence. Trump also ranted against NATO again; recall my ten pointer on
why allies are not rushing in to help here.

And so Brent and WTI are both up by around 4%. With knock-on effects on inflation
concerns go less demand for gold that’s off by about $60/0z.

Sovereign bond yields are rising everywhere by single digit basis points across US
Treasuries, Canadian govies, gilts, EGBs, JGBs, Aussie bonds etc. A contributing catalyst is
more evidence that central banks are in tightening mode (see below).

With higher yields go lower equities everywhere with N.A. futures down by about %% to
1% and European cash selling off by either side of 1% after a weak Asian overnight session.

IRAN’S DEMANDS — FAT CHANCE
Iran’s counter-demands to the US set their conditions for a ceasefire and are nonstarters.
1. A complete cessation of the adversary’s “aggression and assassination” operations.

2. Establishment of concrete mechanisms to ensure the war is never again imposed upon
Iran.

3. Guarantees and clearly defined procedures for payment of compensation and
reconstruction costs resulting from the war.
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4. Cessation of hostilities across all fronts and across all resistance groups involved throughout the region.

5. International recognition and guarantee of Iran’s sovereign right to exercise jurisdiction over the Strait of Hormuz.

As conditions for a ceasefire, they say “No negotiations will take place before this,” and reiterated that Iran’s “defensive actions” will

continue until all the above conditions are fulfilled.

Fat. Chance. Imagine a US taxpayer funded version of a Marshall Plan to rebuild Iran that flows straight into the pockets of what’s left of the

regime and the Revolutionary Guard. A guarantee not to attack in future would be worthless anyway; ask Ukraine about long-term

guarantees with 1994 in mind. Stopping “hostilities across all fronts” and “all resistance groups” presumably includes Iran’s proxy groups like

Hezbollah which is going nowhere. And having over control of the Strait of Hormuz is never going to happen.

The US administration just doesn’t get it. Iran is not a democracy. Iran does not face any election timeline like the US does. Iran is not an

openly capitalist economy. Iran is used to hardship. Iran has fought many vicious wars and experienced enormous suffering. Iran’s

geography makes escalating a conflict a high risk venture. Iran has friends in low places with similar characteristics. Iran’s vicious tentacles

reach across the world. Iran’s regime hates the west and everything it stands for. This is why you don’t fire off all the folks in your state

department. This is why maybe you don’t increase your country’s dependency on fossil fuels in a US replay of Germany’s past decision to

shun nuclear reactors in favour of imported Russian gas.

BOC TO ELABORATE UPON VIEWS ON THE ECONOMY AND MONETARY POLICY

The BoC’s Rogers speaks on ‘economic developments, monetary policy and affordability’ in Manitoba. Speech headlines hit the privileged
media outlets that get embargoed copies to pre-write their stories at 110pmET. There will be moderated Q&A after she speaks, but no

press conference which is a bit unusual.

I'd be surprised if she said anything materially different from what Macklem said last week, though
the heat is on the BoC to say more about how it views the broad commodity shock and what to do s
about it.

The most important part of last week’s BoC communications (recap here) in a why’d-you-do-it
sense was striking out the final paragraph’s reference to the policy rate being “appropriate.” They 4
do things like that very deliberately. They’re not going to be cutting into a broad commodity shock.
They could have gotten away with leaving it in now and saying we’ll see. But they struck it out.
Why. To give policy flexibility to hike if needed?

The second most important thing about last week’s communications was the line that said
"Governing Council will look through the war's immediate impact on inflation but if energy prices
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stay high, we will not let their effects broaden and become persistent inflation.” Look through has
its limits is the clear signal in a warning that depending upon the course of developments they are
warning of policy tightening.
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Sources: Scotiabank Economics, Statistics Canada.

That is a major change for the BoC. Recall that Macklem spent ages totally ignoring inflation’s
ascent in the pandemic versus taking out insurance hikes like the Bank of Korea did in 2021. The

BoC had to violently catch up by hiking in dramatic fashion from 0.25% to 5%. I’'m encouraged 10
that this time they are signalling earlier awareness of the inflation risk than previously after

learning that perhaps there is merit to insurance hikes and stagging your policy options earlier to 08
avoid more calamity later. 06

It's also a marked change from the slowness of the BoC’s to respond in some past oil shocks. 0.4
Consider 2014-15 for example when the opposite situation of tumbling oil prices occurred. Oil was
in freefall from over US$100 on WTI in mid-2014 to under half that by year-end into early 2015. Do
a keyword search of statements over that period and they never even mentioned oil or energy.

Then Poloz suddenly cut in January 2015 and pinned the cut on lower oil.

0.2

We may hear continued reference to how slack gives the BoC some time to assess what to do.

That may be true, if you trust estimates of the level of potential GDP and potential GDP growth. It 04

may be true if you believe we're in a sustained soft patch on core inflation despite industrial prices
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chomping at the bit to pass through to core CPI (chart 1). It may be true if commodity markets suddenly collapse and all the bad people in
the world go away. But | wouldn’t bank on all of that. We’ve upped our inflation forecast toward 3v4% y/y by year-end which implies the real
policy rate has now plunged toward —100bps; if that stays, the BoC has passively eased into a broadly positive commodities shock which
makes no sense.

And on risks to the job market, don’t neglect the supply side. Canada’s population is shrinking because of tighter immigration policy and the
Labour Force Survey will catch up to that in lagging fashion because of the quirky way in which it counts the nonpermanent resident
component (chart 2). When LFS population catches up to what the folks in Statcan’s population division are telling us it will shrink the
supply side and tighten the labour market.

NORGES IN HIKE MODE

Norway’s central bank pivoted toward a tightening bias in its policy communications this Chart3

morning. They left the deposit rate unchanged at 4% as universally expected but said “it will likely Norges Bank Policy Rate Projections

be necessary to raise the policy rate at one of the forthcoming monetary policy meetings.” That's 5 pojicy rate, %

significant to other central banks in commodity dependent countries —in Norway’s case a5 | MSrPIFfG
especially oil. a0 |
This is one of the central banks that provides explicit forward rate guidance and their updated 35
rate projection shows mild hikes of 25-50bps this year before slipping back down thereafteron 3.0 f
the expectation the inflation will return to cooling thereafter (chart 3). Obviously everyone’s 25 D;‘;g‘r’
longer-term views are highly uncertain, so emphasize the nearer-term guidance. 20

15

That’s what markets did in pushing the odds of a hike at the next meeting on May 7% to over 60%

while pricing a 25bps hike and almost half of another at the June 18" meeting. oo
05
SARB EXPECTED TO HOLD 00
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South Africa’s central bank is expected to stay on hold at a repo rate of 6.75% today (9amET). It
. . . 5 Sources: Scotiabank Economics, Norges Bank.
has been cutting the policy rate since September 2024 and now faces market pressure to pivot

toward tightening policy.

At 3% y/y, headline inflation’s continued descent into February might be construed as providing Chart4
room for policy easing. That’s unlikely as backward data is put on the backburner in the face of South Africa 10 Year Breakeven Rate

forward-looking risks. T %

South Africa is dependent upon energy imports (here). The rand has been among the worst
currency performers in the world, having lost about 5% of its value to the dollar since late
January. The combination of higher oil prices and a falling currency adds to imported inflation
risk. 5

That hasn’t exactly gone unnoticed by markets. Longer term inflation expectations have been 5
rising sharply (chart 4). SARB is sure to take note, putting in place either the risk of a hike and/or

hawkish forward guidance. 4

BANXICO FACES A DIVIDED CONSENSUS 4m S A S A S A

What Mexico’s central bank elects to do this afternoon (2pmET) is a close call with roughly halfof 2 8 53 2 § 5 2 8 & 5 &
Sources:Scotiabank Economics, Bloomberg.

consensus holding and half (including our team in Mexico City) expecting a cut. Watch the bias
which may be more important.

When Mexico’s central bank last weighed in on February 6th, they paused the easing cycle because Governing Council was concerned about
ongoing inflation risk. The easing campaign before that meeting was dividing members who pivoted toward full agreement to halt cuts.

You might think they would be hesitant to restart it now. Hawks like Deputy Governor Heath—who was previously warning and dissenting
against easing—have already weighed in. He said about a week ago that “I think we should have paused in March, and now, taking into
account a more complex scenario due to the armed conflict in the Middle East, even more so.”

Global Economics 3
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The further unmooring of market-based measures of Chart5 Chart 6
inflation expectations is bound to be of concern to Banxico Policy Rate Projections Banxico & Fed Policy Rate Spread
Banxico and to markets that are pricing the next 2o 700 Ba""("cdo_ofg”ate andFed Fundsrate
spreadq, in 5
moves to be upward as soon as later in the year 650 | P ?
relative to our Mexico team'’s projection (chart 5). So 600
are the limits of acting independently of the Fed when ¢ 550
the policy rate spread is toward recent lows (chart 6). 500
&
LOW DATA RISK 450
A 400
Data risk is very low. Canada releases the severely
. — Overnight Rate 350
lagging SEPH payrolls report for January (8:30amET). 5l meme=ons 200
It’s revised so heavily each and every month (unlike = = = = BNS Mar. forecast 50
annual LFS revisions) that it can’t be taken seriously on 0 — T
top of only be a payrolls measure and hence missinga = ° 20 2 22 2 24 26 27 28 200 € 17 18 19 90 21 22 93 24 95
P y pay g Sources:Scotiabank Economics, Bloomberg. 1516 17 18 19 20 21 22 23 24 25 26
lot of important small businesses. Sources: ScotiabankEconomics, Bloomberg.
The US only refreshes weekly jobless claims (8:30amET).
ONTARIO BUDGET
Ontario will release its 202627 (FY27) budget at Chart7 Chart 8
around 4pm ET. Provincial bonds are barely noticing Select Provincial Bond Spreads Ontario Budget Balance
h hey’ . 09 ( spread,10yr 5 -
budget season (chart 7) as they’re driven more by minus CDN 10yr CAD bn

other factors like proxies for broader risk appetiteand o
relatively safe yield pick-up over Canadian government
bonds. What follows are comments by Mitch 0.7

Villeneuve.
06

Its recent fiscal plans have set out a return to balance
in FY28, and the province has been one of the few that 05
has decreased its deficit projection for this year as the

year as gone on—reflecting considerable prudence in o - ™ Budget 2025
the fiscal framework as well as spending discipline 0.3  Fall Update 2025
(chart 8). We expect the updated deficit number for iixi L

FY26 to come in lower again, given the nearly $5 billion 505565; Scotiabank Econommsfyoiibergz FY25 FY26 27 28

) . o Sources: Scotiabank Economics, Ontario Finance.
in contingency buffer and forecast reserve remaining

as of the Q3 fiscal update—though the largest revision is likely to come in the fall when the FY26 Public Accounts are finalized. The deficit
number for future years could come in lower as well, depending on the new economic assumptions and cost of new measures. The finance
minister has signalled that the budget will have several priorities, including: productivity and innovation; a competitive business
environment; infrastructure and housing; trade; talent and workforce; and reliable, affordable, clean energy. The government has already
announced that the budget will temporarily (for FY27) remove the HST from all new home purchases (building on the existing incentive for
first-time home buyers), in collaboration with the federal government.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-WK[ Last 1-day JI-WK [ Last 1-day I-WK [ Last I1-day J-Wk
u.s. 393 389 379 | 404 398 3838 | 438 433 425 | 494 490 4.84 [Canada-BoC 2.25
CANADA 294 290 284 | 318 313 3.08 | 354 348 344 | 394 389 385
GERMANY 2.68 2.60 2.59 2.78 2.69 2.69 3.04 2.96 2.96 3.49 3.43 3.46 |US - Fed 3.75
JAPAN 135 131 127 | 1.74 172 168 | 228 226 228 | 353 353 354
U.K. 4.49 4.41 4.40 4.52 4.42 4.45 4.94 4.84 4.84 5.53 5.44 5.43 |England - BoE 3.75
Spreads vs. U.S. (bps):
CANADA -99 -99 -96 -86 -85 -80 -84 -85 -81 -100  -101 -99 |Euro zone - ECB 2.15
GERMANY -125 129 120 | -126 -129 -119 | -134 -138 -129 | -145 -147 -138
JAPAN -258 -258 -252 -229 -226 -220 -210 -207 -197 -141 -137 -130 |Japan - BoJ 0.75
U.K. 56 52 61 48 45 57 56 50 59 59 54 59
m LCevel % change: Mexico - Banxico 7.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 32383 441.0 1.4 0.2 -6.1 28.7 Australia - RBA 4.10
Dow 30 46429 305.4 0.7 0.4 -6.2 9.4
S&P 500 6592 35.5 0.5 -0.5 -4.6 15.4 New Zealand - RBNZ 2.25
Nasdaq 21930 167.9 0.8 -1.0 -4.1 225
DAX 22626 -330.9 -1.4 -0.9 -10.5 -0.9 Next Meeting Date
FTSE 9974 -133.0 -1.3 -0.9 -8.0 14.8
Nikkei 53604 -146.0 -0.3 -3.0 -8.9 41.8 Canada - BoC Apr 29, 2026
Hang Seng 24856 -479.5 -1.9 -2.5 -5.8 5.8
CAC 7774 -72.6 -0.9 -0.4 -9.8 -3.2 US - Fed Apr 29, 2026
Commodities Level % change:
WTI Crude 93.86 3.54 3.9 -2.4 43.9 34.8 England - BoE Apr 30, 2026
Natural Gas 2.95 -0.00 -0.1 -6.9 4.3 -23.6
Gold 4435.06 -70.94 -1.6 -4.6 -14.5 46.9 Euro zone - ECB Apr 30, 2026
Silver 73.17 3.20 4.6 -6.9 -19.3 118.8
CRB Index 356.41 -2.84 -0.8 -2.2 15.0 16.1 Japan - BoJ Apr 28, 2026
Level % change:
USDCAD 1.3847 0.0036 0.3 0.8 1.2 -2.9 Mexico - Banxico Mar 26, 2026
EURUSD 1.1528 -0.0031 -0.3 -0.5 -2.3 7.2
USDJPY 159.64 0.1700 0.1 1.2 2.2 6.0 Australia - RBA May 05, 2026
AUDUSD 0.6918 -0.0029 -0.4 -2.4 -2.6 9.8
GBPUSD 1.3333 -0.0032 -0.2 -0.7 -1.1 3.5 New Zealand - RBNZ Apr 07, 2026
USDCHF 0.7936 0.0020 0.3 0.7 25 -10.2
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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
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