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SCO*Iqu"k'M Country Date Time Indicator Period BNS  Consensus  Latest
CA 08/17 08:30 Core CPI - Median (yly) Jul - - 1.9
CA 08/17 08:30 Core CPI - Trim (yly) Jul - - 1.8

GLO BAL ECONOM |CS CA 08/17 08:30 CPI, All items (m/m) Jul 0.5 04 -0.4
CA 08/17 08:30 CPI, All items (yly) Jul 3.0 2.9 2.8
CA 08/17 08:30 CPI, All items (index) Jul - - 169.0
CA 08/17 08:30 International Securities Transactions (C$ bn) Jun - - 7.9
us 08/17 08:30 Empire State Manufacturing Index Aug - 10.0 15.6

DAILY POINTS CA 08/17 08:30 Core CPI - Common (y/y) Jul - - 2.6
CA 08/17 08:30 CPI SA, All items (m/m) Jul - - -0.1

August 17,2026 @ 7:20 EST us 08/17 10:00 NAHB Housing Market Index Aug - 33.0 34.0
us 08/17 16:00 Total Net TIC Flows (US$ bn) Jun - - 132.2
us 08/17 16:00 Net Long-term TIC Flows (US$ bn) Jun - - 232.7
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e  Crunch time for Canada-US negotiations
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2 e China’s economy did a belly flop

Canadian Services ex Shelter Inflation

30 . M/M % change, SAAR o Global Week Ahead—Never Been Seen (reminder link here)
25 r Another day, another dip in US yields, this time a minor 1-2bps rally at the front-end. See
20 my weekly for views on why | think US Ts are still cheap. Sovereign bonds are slightly
15 richening across Europe as well, while Canada’s may be influenced by CPI on tap. JGBs
10 cheapened on BoJ speculation despite soft data (see below) and dragged Antipodean
5 | ‘ | yields a little higher with them. The dollar is broadly softer against all major crosses, but
o L1 | | o~ | A | l | | [ . not by much. Equities are somewhat mixed with US futures up and led by the Nasdaq’s
LN . . .
5t | | | half-point gain. TSX futures are flat. European cash markets are little changed.
10 1 CANADIAN INFLATION WON’T MATTER WHATEVER HAPPENS
" 24 25 26 Canada updates CPl inflation for July this morning (8:30amET). A preview is in my weekly,
Sources: Scotiabank Economics, Statistics Canada, so I'll be brief here. This is the last inflation report before the September 2™ BoC meeting
Haver. that everyone expects to be a hold. There is a high bar for CPI to matter one iota in the
near-term context of trade negotiations which also depends upon whether and how
Canada retaliates should negotiations fail.
Chart2
Japan's GDP Consensus is clustered around estimates of 0.4% and 0.5% m/m in seasonally unadjusted
4 ¢ q/q%change, SAAR terms as per the polling convention with Scotia at 0.5%. That would mean a year-over-
3 year rate of 2.9% or 3.0% (Scotia), up from 2.8% previously. In seasonally adjusted terms
, CPI could be about 0.3% m/m SA.
; The measures that matter most are the core inflation gauges. Traditional core CPI ex-food
o and energy has been hot of late, posting gains of 3.1% and 3.9% m/m SAAR in May and

June respectively. | wouldn’t be surprised if that measure took a breather and have
estimated a material softening.

By contrast, the trimmed mean and weighted median CPl measures have been volatile as
both March and April saw them accelerate out of a soft patch only to stumble again in
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Sources: Scotiabank Economics, Economic and Social
Research Institute Japan. credibly estimate m/m SAAR TM and WM inflation given the extreme sensitivity to a tonne

May and June when they averaged 1.6% and 1.7% m/m SAAR respectively. Nobody can

of unobservable prices and so my usual advice is to wait for the clean-up. Core services
could be key if they cool from the recently rapid pace of gains (chart 1).

CANADA-US TRADE NEGOTIATIONS

You can feel the anger in Canada toward the US administration as the final stage of

negotiations to avert Trump’s latest tariff assault on Wednesday approaches. | fear how it
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could escalate in ways that the US administration does not understand if it goes ahead with added tariffs on Wednesday. The Carney
administration would be under high political pressure to perhaps retaliate and/or walk away.

The anger is reflected in measures like this to remove US Ambassador Pete Hoekstra that has grown to over 200k signatures in a short
period of time. Hoekstra was immensely disliked by the Dutch when he represented the US in that country and for doing things like
attending a Nazi grave site and making up nonsense about Muslims in Holland that he had to retract. He is generally disliked in Canada for
going out of his way to agitate and attack Canadians versus drawing upon the more typical diplomatic skills that would be more becoming
of a diplomatic guest on Canada’s soil. Yet the media and sponsors keep giving him airtime. Canada cannot and should not seek to expel
the ambassador as a) it can’t really without the US administration agreeing to recall him, and b) it could invite tit-for-tat retaliation and a
much worse escalation of diplomatic frictions. Just ignore him as he holds no real power anyway. Give him no access.

You can unfortunately feel it in polls like this one in which 79% of Americans have a favourable view of Canada but only 45% of Canadians
reciprocate. 79% of Americans say the US should treat Canada as a friend and ally and 59% of Americans oppose tariffs on Canada; the
other 41% never took a course on basic economics. Of course, much of this isn’t a true reflection of what Canadians think of Americans in
my view—at least not the more sensible ones—versus what they think of the US administration. Canadians and Americans have long been
friends and allies.

Enter the crunch for negotiations, until the next crunch that is. Reports indicate they’ve made progress but not enough to date with major
sticking points being how stupidly high the US still wishes to impose tariffs on autos and lumber so that Americans can pay more for
housing and autos.

The US massively subsidizes its auto sector with inducements to locate production at plants across the Midwest and South and tilts the
playing field unfairly even against the northern states. The US economy is generally a subsidy swamp as shown in multiple measures including
ones | repeated in my weekly. The US proposal is to cut existing auto tariffs from 25% in half which Canada reportedly and rightly rejects.

The US is seeking adjustments to Canada’s dairy marketing supply management system. The US has basically the same system of tariffs
and quotas that Trump approved in what he signed during Trump 1.0. Consumers would benefit from reductions on both sides. The US
doesn’t quite get Canadian politics with dairy producers concentrated in Quebec and the province facing a general election in October that
the separatist PQ is widely expected to win; or perhaps the US administration is deliberately seeking to destabilize Quebec and hence
Canadian politics. If they win, they have pledged to hold a referendum on separation that most Quebeckers don’t support, but inflamed
tensions in rural regions where the PQ draws support and dairy is concentrated could be impactful to such a vote.

The US wants Canadian provinces to end the ban on American booze, except for Alberta and Saskatchewan that have different ideas on
what’s good for team Canada. Canada imposed the ban as a retaliatory measure against the trade war that the US administration started.
Ontario—Dby far the biggest market—has indicated it will only end the ban if a good deal on autos, steel, forestry, agriculture and
manufacturing is achieved. Perhaps everyone would be a little better off sans booze amid all the health warnings anyway.

The US imposes a 45% tariff on Canadian lumber. Americans can’t afford homes given the cost and mortgage rates. Some of Wednesday’s
threatened tariffs would hit wood products from Canada harder and pad the pockets of US lumber companies facing less competition.
Geniuses. Want to improve US housing affordability conditions? Get your fiscal house in order so bonds and hence mortgage rates calm
down and cancel the blindingly ill-advised tariffs that Americans ultimately pay for in higher costs for housing. The Trump administration’s
policies are maligned against housing affordability in the US.

There are many other issues on the table as well, ranging from steel and aluminum tariffs, access to critical minerals, defence and security
arrangements etc. No single all-encompassing deal is expected or realistic, versus a first attempt at a framework to avoid Wednesday’s
added US tariff of 50% on $20 billion of Canadian exports to the US that this time would not exempt CUSMA-compliant goods.

If the US goes ahead, then it would be material information to our forecasts because Canada would very likely retaliate and should, which
would put trade negotiations on ice. This time mean it. Shout from the rooftops that the US administration can’t get along with anyone and
Americans are paying the price.

OTHER DEVELOPMENTS

There were no new developments over the weekend regarding US Treasury Secretary Bessent’s threat of unprecedented actions against
Iran. See my Friday morning note and Friday evening weekly for what | think he could do. Bloomberg published a similar article to mine on
Saturday.
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Japan’s economy disappointed as Q2 GDP grew less than expected and markets didn’t much care. Markets focused more upon speculation
over the rate path that the BoJ may pursue. Takehiko Nakao—a former Finance minister in a long line of former finmins—said over the
weekend that the BoJ should hike at every remaining meeting this year to close some of the rate differential with the Fed and hence
stabilize the yen. JGBs cheapened by about 2bps at the front-end and 6-7bps toward the longer-end.

In any event, Japan’s Q2 growth landed at 1.1% q/q SAAR (2.0% consensus) with a minor upward revision to Q1(1.9% instead of 1.8%). Chart
2. Consumer spending was flat (0.4% q/g SA nonannualized consensus). Business spending fell -1.2% q/q SA (+0.5% consensus). Net trade
was a bit stronger at 0.5% q/q SA and inventories made a modest contribution of 0.3% q/q SA.

China’s economy also did a belly flop in July. Industrial output grew 4.5% y/y (5% consensus, 5.3% prior). Retail sales grew by 0.6% y/y (1.5%
consensus, 1.0% prior). The unemployment rate ticked up to 5.2% (5.0% prior). Home prices continue to fall with new home prices down -0.2%
m/m and resale down -0.3%. Property investment remains very weak (-19.2% ytd/ytd, -18% prior).

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last ~1-day I1WK T Last 1-day IWK | [ast 1-day JI-WK | Last 1-day J-Wk
u.s. 416 417 424 | 435 436 441 | 469 469 471 | 526 526 525 |Canada-BoC 2.25
CANADA 295 295 3.03 | 328 328 334 | 368 368 372 | 410 4.09 4.10
GERMANY 280 280 280 | 292 293 292 320 320 318 | 373 373 3.67 |US-Fed 3.75
JAPAN 170 167 162 | 216 214 209 | 292 289 283 | 409 4.03 3.97
U.K. 433 436 434 | 455 456 454 | 502 504 499 | 577 579 572 |England - BoE 3.75
Spreads vs. U.S. (bps):
CANADA -121 -122 -122 -108 -109 -107 -101 -102 -99 -117 -117 -115 |Euro zone - ECB 2.40
GERMANY -136  -137  -144 | -143 -144  -150 | -148 -149 -153 | -153 -153  -158
JAPAN -246 -250 -262 -219 -222 -232 177 -180 -188 -118 -123 -128 |Japan - BoJ 1.00
U.K. 17 18 10 20 20 12 34 34 28 51 53 47
w Level % change: Mexico - Banxico 6.50
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 36730 -29.0 -0.1 1.0 4.2 31.6 Australia - RBA 4.35
Dow 30 53732 -107.6 -0.2 -0.6 3.0 19.5
S&P 500 7786 -13.2 -0.2 0.4 44 20.7 New Zealand - RBNZ 2.50
Nasdaq 26729 -73.9 -0.3 0.1 4.7 23.6
DAX 26447 6.5 0.0 0.5 6.5 8.6 Next Meeting Date
FTSE 10765 14.5 0.1 -0.9 1.5 17.8
Nikkei 69220 506.4 0.7 55 7.9 59.6 Canada - BoC Sep 02, 2026
Hang Seng 25453 336.4 1.3 -1.9 3.6 0.7
CAC 8625 -11.4 -0.1 -1.2 34 8.9 US - Fed Sep 16, 2026
Level % change:
WTI Crude 82.70 0.30 0.4 0.7 0.3 31.7 England - BoE Sep 17, 2026
Natural Gas 2.66 -0.08 -2.8 -4.9 -8.7 -8.9
Gold 4397.38 20.98 0.5 0.1 9.5 31.9 Euro zone - ECB Sep 10, 2026
Silver 65.60 0.92 14 -0.2 17.3 725
CRB Index 391.41 3.04 0.8 2.8 25 324 Japan - BoJ Sep 18, 2026
Currencies Level % change:
USDCAD 1.3862 -0.0013 -0.1 -0.6 -1.1 0.4 Mexico - Banxico Sep 24, 2026
EURUSD 1.1588 0.0018 0.2 0.4 1.3 -0.6
USDJPY 159.23 -0.0900 -0.1 -0.0 -2.0 7.7 Australia - RBA Sep 29, 2026
AUDUSD 0.7125 0.0041 0.6 1.0 2.0 9.8
GBPUSD 1.3553 0.0015 0.1 0.3 0.8 0.4 New Zealand - RBNZ Sep 01, 2026
USDCHF 0.8105 -0.0028 -0.3 0.0 0.4 0.4
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any use of this report or its contents.
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