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On Deck for Tuesday, April 21

Country Date Time Indicator Period BNS Consensus  Latest
us 04-21 08:30 Retail Sales (m/m) Mar 2.0 14 0.6
us 04-21 08:30 Retail Sales ex. Autos (m/m) Mar 15 14 0.5
us 04-21  10:00 Business Inventories (m/m) Feb - 0.3 -0.1
us 04-21 10:00 Pending Home Sales (m/m) Mar - 0.5 1.8
us 04-21  10:00 Warsh Senate Confirmation Testimony
KEY POINTS:

e Markets tread water ahead of tomorrow’s Iran negotiation deadline
e  Warsh’s testimony may be a raucous affair

e Canada’s confirmation bias

e The Bank of (Central) Canada has a regional problem

e US nominal retail sales expected to be strong

e UK jobs, wages motivate higher BoE hike pricing

e NZ CPI pushes RBNZ pricing closer to hiking

e German investor sentiment hits lowest since ‘Liberation Day’

Sovereign bonds are under mild cheapening pressure concentrated toward the front-ends
in the US, Canada, Eurozone and especially the UK post jobs. The dollar is broadly firmer
with a notable exception being the kiwi dollar post cpi. Equities are in the black with mild
gains across N.A. futures and European cash. Qil is treading water, watching and waiting
to see if someone blinks on negotiations ahead of Trump’s latest deadline set for
tomorrow night before it’s allegedly ‘bombs away’. Tacos for lunch tomorrow anyone?

Global market risk will focus upon Iran, Kevin Warsh’s testimony and US retail sales.
Regional market risk was driven overnight by UK jobs and wages, plus NZ inflation.
Canada will be quiet. Ditto for LatAm.

Warsh’s Raucous Testimony

Kevin Warsh'’s confirmation testimony before the Senate Banking Committee will start
with reading his written testimony at 10amET. Then the sparks will fly in what is bound to
be a raucous affair.

Warsh’s written remarks were leaked yesterday (here). They failed to impress. Take, for
instance, this remark:

"I do not believe the operational independence of monetary policy is particularly
threatened when elected officials—presidents, senators, or members of the House—state
their views on interest rates. Central bankers must be strong enough to listen to a
diversity of views from all corners . . . humble enough to be open-minded to new ideas and
new economic developments . .. wise enough to translate imperfect data into meaningful
insight . .. and dedicated enough to make judgments faithfully and wisely. Simply stated,
Fed independence is largely up to the Fed. "

This is weak and he'll be grilled on it. What he says is partly true, and it’s encouraging that
he says “monetary policy independence is essential” but saying “l do not believe the
operational independence of monetary policy is particularly threatened when elected
officials—presidents, senators, or members of the House—state their views on interest
rates” is very weak. When the President crosses the line with threats of firing and overt
interference, a prospective Chair should blooming well stand up to it in unapologetic
fashion. It’s your job and Warsh faces a lot of justified scepticism toward his chameleon
ways including having gone from being relatively hawkish to feeding the impression he’d
say anything in order to get the job.
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Had the Board not pre-empted Trump by extending terms of the regional Presidents by 5 years, then the administration would have sought
to mess with the regional board committees to effect change. That's a concern well beyond merely having a leveraged real estate President
always preferring lower rates and higher inflation.

Warsh also appears to defer to the administration on other matters: “Fed officials are not entitled to the same special deference in their
stewardship of public monies...or in bank regulatory and supervisory policy....or in areas affecting international finance, among other
matters.” And “...the Fed must stay in its lane. Fed independence is placed at greatest risk when it strays into fiscal and social policies where
it has neither authority nor expertise.” There is a lot of truth in that—including all the talk about fully-inclusive maximum employment that
clouded Powell’s judgement in the pandemic and led to the massive surge of inflation—but there is a lot of mistruth as well. The Fed should
have a say in bank regulatory and supervisory policy, for one.

There is nothing in his written testimony that offers an updated hint toward his policy stance or much of anything else for that matter.
Warsh deferred to Trump’s view that US growth and real take-home pay will accelerate while "economic growth potential is rising”, without
saying how and why he believes this.

So onto the grilling we go and if the Senators do their jobs, then these are among the topics they’ll explore:

e Key will be any updated hints that he provides about his stance on monetary policy. He may be cagey and demure given that he’s not in
office yet, but then again, he has hardly been cagey and demure to date during his attacks on the Fed’s policy stance, operations and
management.

e He may repeat his bias that Al will be disinflationary and that this provides room for easing, but he will be grilled for evidence that
probes further than simply being a Greenspan-esque view expressed on a lark at a Fed that has become much more transparent and
Committee-driven today.

e How exactly does he see his ability to steer 11 other sceptical Committee members toward a quorum on monetary policy? Is he
concerned about a perceived lack of credibility on the Committee? Will he be a lone dovish voice? Has his view changed because of the
war or something else? Or will he behave very differently once in office and come under immediate attack by the President?

e His current stance on the US economy and risks to the dual mandate will figure prominently. He’ll be asked to put some meat on the
bone when it comes to his optimistic take on the outlook for the US economy.

e He'll be grilled on his views toward a potentially new Fed-Treasury compact. What variation of the 1951 compact may he pursue? How
will he protect Fed independence from an intrusive administration?

e He may be asked under what conditions he would consider QE, if any, given his outspoken opposition that led to his resignation after
the GFC.

e Hisfinances and lack of full disclosure will be one issue.

In short, his outspoken ways to date and apparent willingness to say anything to get the job will put him on the hot seat. And then there are
the unanimous Dems who wished to have the hearing delayed plus opposition by GOP Senator Tillis due to Trump’s petty, vindicative
pursuit of Powell. Needless to say, the path forward appears to be rather complicated.

BoC — Confirmation Bias and Inflation Expectations

It feels like Canada has a wicked case of confirmation bias whereby people don't want to see or believe any evidence of inflation. | see that
across the street and across the local media. This clouds their judgement. They can't read the data for what it's worth in objective fashion.

Take yesterday’s inflation report for one. My take pointed to clear signs that Canada may be emerging from a temporary soft patch on core
inflation. TM and WM core inflation accelerated to the 2-3% range in m/m SAAR terms which is just one month but tentatively fits the
concern that the prior few months of softer readings were temporary even before the war, like early 2024. Core industrial price pass through
has long been flashing warning signs on core CPI. Traditional core CPI was held back by one main category in March—clothing and
footwear—and after controlling for this the reading was considerably stronger. Breadth of price increases remains elevated. And these are
all pre-war readings. What everyone else was looking at was a mystery to me as they focused on gas, headline, and the year-over-year
trimmed mean and weighted median measures that turn at glacial speed relative to higher frequency measures. They were amazed that
headline was weaker than they expected when the reason for that was simply because they went too high with their estimates!
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Then take the BoC'’s lagging surveys (here, here). They preceded the war’s effects since they Chart 3

are sampled during February. And yet they are elevated across all measures in a way that Firms' Inflation Expectations

Governor Macklem said would concern the Bank. Macklem said on Friday that elevated 6 average price change in next year, in %

medium- and longer-term inflation expectations would concern them. They got that in the

surveys that include measures out to five years and less so in the CFIB's fresher but short-term 51

measure (charts 1-3). All of these measures show medium- and longer-term inflation

expectations above the inflation target. They are not great gauges to be sure, as businesses 4t

and households often have a poor understanding of inflation, but we can’t dismiss the fact they

were elevated even before the war. Wait until the next survey readings in.....July, and lagging 3t

once again by being sampled in May.

There is high uncertainty toward the path forward. There is, however, no excuse for filtering out 2 QﬁQNNQQQQ@RP&EEXEXE%R&QRRR%

evidence people don't wish to see and yet so much of the coverage is doing so. This is very Egggﬂgg@gﬁgggﬁéﬁ%ﬂég@gi%g@é

reminiscent of the early days of the pandemic when the street and the press had horse blinders
on and only saw what they wished to see.

US Macro Readings

US nominal retail sales during March (8:30amET) should post a strong headline gain where I'm
above consensus given estimates for vehicle volumes and prices, gasoline price effects, and
core sales (where I’'m ranked #1). | don’t get how consensus can have headline and ex-autos
being equal given that new vehicle sales were up by almost 4% m/m SA; maybe it’s just a
sample quirk. Sales are tracking slower but ok growth in Q1to date (chart 4).

Other minor gauges include ADP’s weekly private payrolls estimate (8:15amET) that will be watched
to see whether the prior week’s jump to 39k—or 157k at a monthly rate—was just a flash in the pan.
Pending home sales during March are coming off the first gain in three months (10amET).

UK Job Market Conditions Add to BoE Policy Tightening

UK job market conditions were updated and the outcome motivated a mild increase in
expectations for cumulative policy tightening by the Bank of England this year. Year-end OIS
meeting pricing for Bank Rate moved up by 8bps to one-and-a-half quarter point hikes and a
couple of points of priced tightening was added for the June meeting which is now roughly 50-50.

CFIB Average price plans in next year
BoC Business Leaders' Pulse, 1year-ahead
Sources: Scotiabank Economics, CFIB, BoC.
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e Payroll employment fell by 11k in March and the prior month was revised to a 5.7k decline after two prior mild increases (chart 5).

e Total employment lags by a month and was up by 18k in February after a 66k prior increase (chart 6). Total employment has been up in

four of the past five months.
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e The unemployment rate fell by three-tenths to 4.9% in February. That’s the lowest since Chart 8
August. UK Wage Growth

e UKjob vacancies edged a touch lower to 711k in March from 721k in February and remain
roughly around the long-run average (chart 7).

e Wages grew by 1.8% m/m SAAR for a second consecutive month which dropped the three-
month moving average to 2.4% m/m SAAR. Wage growth is clearly on a decelerating path
(chart 8).

It’s fair to note, however, that the ONS is facing low response rates and elevated revision risk
around these estimates.

Kiwi Inflation Motivates Further RBNZ Tightening Expectations

NZ CPl inflation accelerated to more than expected in Q1 which motivated more aggressive
pricing for RBNZ policy tightening. CPl was up by 0.9% q/q SA nonannualized (0.8% consensus)
and 3.1% y/y (2.9% consensus). Tradeable CPl increased by 0.7%, a tick above consensus, with
non tradeable CPI up 1.1% (0.9% consensus). Annualized rates are shown in chart 9. Pricing for
the May RBNZ meeting doubled to about 10bps of a quarter point hike with full-year pricing up
by a few points to a cumulative hike of about 75bps.

German Investor Sentiment Hits Lowest Since ‘Liberation Day’

German ZEW investor sentiment fell to the lowest level of expectations since last April which
included Trump’s disastrous ‘Liberation Day’ assault on common sense economic policies.

The Bank of (Central) Canada

Congratulations to the two new Deputy Governors at the Bank of Canada (here). Their
appointments follow the sudden departure of Rhys Mendes on April 10" and the retirement of
Sharon Kozicki with July 15" slated as her final day at the bank (here). The reason it only took a
month to announce their replacements is because no public search was conducted as the BoC
had guided that the spots would be filled by internal candidates.

And yet the Bank of (Central) Canada lacks regional representation. It’s entire Governing
Council now hails from the three provinces of Quebec (3, Macklem, Vincent, Gosselin), Ontario
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(2 Gravelle, Alexopolous) and Manitoba (1, Rogers). Both of yesterday’s appointments are from Quebec with an election to be held in

October. If western alienation is a concern in this country, then you couldn’t tell by the workings of the BoC.

| fully expect the two new appointees will do their jobs as professionals in setting monetary policy that is appropriately designed for the
country as a whole. Besides, how Macklem steers the discussion and bias is the key. Yet the BoC is supposed to represent voices from across

the land and could have someone from the four east coast provinces, but it's western Canada’s omission that sticks out in terms of having

two of the four biggest provincial economies in the country and with no representation on Governing Council. Perhaps at least the part-time
external deputy governor should come from western Canada. Maybe that one should have some market experience as well in order to fill a

void of external market savviness on the Council.
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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 JI-WK [ Last 1-day J-Wk
u.s. 3.74 3.72 3.75 3.86 3.86 3.87 4.25 4.25 4.25 4.87 4.88 4.86 |Canada - BoC 2.25
CANADA 277 276 279 | 303 3.04 3.04 | 343 344 343 | 387 387 387
GERMANY 249 246 254 | 264 264 270 | 297 298 302 | 352 355 3.58 |US-Fed 3.75
JAPAN 136 136 138 | 182 182 184 | 240 239 242 | 358 359 364
U.K. 4.22 4.19 4.21 4.34 4.32 4.31 4.84 4.83 4.78 5.55 5.57 5.45 |England - BoE 3.75

Spreads vs. U.S. (bps):
CANADA -97 -96 -95 -83 -82 -83 -82 -82 -82 -101 -101 -100 |Euro zone - ECB 215
GERMANY -125 126 121 | 122 122 116 | -128 127 -122 | 135 -134 -128
JAPAN -238 236 -236 | -205 -204 -203 | -186 -186 -183 | -129 -129  -122 |Japan -BoJ 0.75
U.K. 49 46 46 48 46 44 58 58 53 67 69 59
m Level % change: Mexico - Banxico 6.75
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 34360 13.7 0.0 1.4 9.7 431 Australia - RBA 4.10
Dow 30 49443 -4.9 -0.0 25 8.5 29.5
S&P 500 7109 -16.9 -0.2 3.2 9.3 37.8 New Zealand - RBNZ 2.25
Nasdaq 24404 -64.1 -0.3 5.3 12.7 53.8
DAX 24565 147.1 0.6 2.2 9.8 15.8 Next Meeting Date
FTSE 10606 -3.5 -0.0 -0.0 6.9 28.2
Nikkei 59349 524.3 0.9 25 1.2 73.4 Canada - BoC Apr 29, 2026
Hang Seng 26487 126.4 0.5 24 48 23.8
CAC 8341 9.5 0.1 0.2 8.8 14.5 US - Fed Apr 29, 2026
Level % change:
WTI Crude 89.29 -0.32 -0.4 -2.2 9.2 41.6 England - BoE Apr 30, 2026
Natural Gas 2.67 -0.02 -0.7 2.7 -13.8 -11.5
Gold 4795.59 -25.07 -0.5 -1.0 8.8 40.1 Euro zone - ECB Apr 30, 2026
Silver 79.31 -0.02 -0.0 6.6 9.6 145.5
CRB Index 369.25 6.47 1.8 -1.4 0.6 25.8 Japan - BoJ Apr 28, 2026
Level % change:
USDCAD 1.3657 0.0013 0.1 -0.8 -0.5 -1.3 Mexico - Banxico May 07, 2026
EURUSD 1.1766 -0.0022 -0.2 -0.3 1.3 2.2
USDJPY 159.13 0.3200 0.2 0.2 0.4 13.0 Australia - RBA May 05, 2026
AUDUSD 0.7164 -0.0014 -0.2 0.5 22 11.7
GBPUSD 1.3518 -0.0017 -0.1 -0.4 0.6 1.0 New Zealand - RBNZ May 26, 2026
USDCHF 0.7794 0.0010 0.1 -0.2 -0.9 -3.7
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