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UK Retail Sales Volumes

23

Post Solid Start to Holiday Sales

20
Index, 2016=100, SA

15 F
1.0
0.5
0.0
-05
-1.0

-15

-2.0
I
q

>

Mar-22
May-22
Jul-22
Sep-22
Nov-22
Jan-23

c Mar-23
Jul-23

o~
o
e
©
-

[0}
=
Sources: Scotiabank Economics, UK ONS.

Sep-23

Nov-23

On Deck for Friday, December 22

Country Date Time Indicator Period BNS Consensus  Latest
CA 12-22 08:30 Real GDP (m/m) Oct 0.2 0.1 0.1
us 12-22 08:30 Durable Goods Orders (m/m) Nov P 3.5 2.2 -5.4
us 12-22 08:30 Durable Goods Orders ex. Trans. (m/m) Nov P 0.2 0.1 0.0
us 12-22  08:30 PCE Deflator (m/m) Nov 0 0.0 0.0
us 12-22  08:30 PCE Deflator (yly) Nov 2.8 2.8 3.0
us 12-22 08:30 PCE ex. Food & Energy (m/m) Nov 0.2 0.2 0.2
us 12-22 08:30 PCE ex. Food & Energy (y/y) Nov 34 3.3 3.5
us 12-22  08:30 Personal Spending (m/m) Nov 0.2 0.3 0.2
us 12-22 08:30 Personal Income (m/m) Nov 0.5 0.4 0.2
us 12-22  10:00 New Home Sales (000s a.r.) Nov 650 688.0 679.0
us 12-22  10:00 U. of Michigan Consumer Sentiment Dec F - 69.4 69.4

KEY POINTS:

e Global markets in holiday mode

e UK consumers smashed expectations

e Japanese core inflation is trending lower, supporting a cautious BoJ
e Canadian GDP: Likely a solid October, November question mark

e  Will US core PCE land softer than core CPI?

e US consumer data will kick off holiday tracking

e Key to durable goods orders will be core

e US new home sales expected to rebound

e Global Week Ahead—Double Holiday Edition!

Please see the Global Week Ahead—Double Holiday Edition! here in publication format
and the accompanying summary deck should be in your inboxes. This issue covers
expectations through to January 5™ 2024; the first week will be light, but the first week of
2024 will be packed with key developments.

The last day before Christmas will go out with a bang as several macro reports are
digested. Thus far, the market effects are small. Early closes will likely give a concentrated
period for N.A. markets to react as Canadian bonds shut at 1TomET and US bond markets
shut at 2pmET.

The dollar is very slightly weaker primarily against sterling and Scandies. Gilts are a touch
richer despite a strong beat on retail sales. N.A. equity futures are little changed and ditto
for European cash markets. US core PCE and consumer data poses mild risk and so does
Canadian GDP.

Japanese core CPIl was weak in November and reinforces the lack of any BoJ urgency to
end negative rates. Ex-food and energy prices were up by only 1.1% m/m SAAR following a
pair of 2.3% prior gains which gives three months of increases that are signalling a
material softening from earlier in the year and over 2022H2. The trend is pointed lower
(chart 1).

A question is whether this is a soft patch driven by waning effects of the prior passthrough
of oil and yen movements that could rise again with support from what could be the two
strongest back-to-back years for wage gains since the early 1990s depending upon Spring
negotiations. There is one more inflation reading before the BoJ’s next decision on
January 23™.

UK retail sales volumes strongly beat expectations along with positive revisions. Total
sales were up 1.3% m/m in November (consensus 0.4%) and October was revised up a bit
to flat from a mild -0.3% drop (chart 2). Sales ex-fuel were also up 1.3% (consensus +0.3%)
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and the prior month was revised up three-tenths to +0.2%. There was high breadth to the gain with household goods up 3.5% m/m,
clothing and footwear up 1.3%, food up 0.8%, and most of it was done in person as a proxy for e-commerce sales was only up 0.2%.

Here’'s what’s on tap into the North American session.
Canadian GDP—Solid Growth?

October’s reading is expected to grow by 0.2% m/m based on StatCan ‘flash’ guidance but as noted above | think there may be upside risk.
We'll also get the first preliminary estimate for November GDP that will advance tracking of Q4 growth. One upside is likely to be the retail
sector. October’s sales volumes were up by 1.4% m/m SA and while Statcan only provided vague guidance that November’s sales in value
terms were “relatively unchanged” we can probably infer likewise for volumes. The math works out to tracking a 5.5% q/q surge in retail
sales volumes in Q4 over Q3 (chart 3).

US core PCE—Soft with a Revisions Question Mark

How do yesterday’s downward revisions to Q3 core inflation impact tracking? I'm not sure. We can’t tell if October may be revised which in
turn depends upon how the monthly revisions worked through Q3 including September. Therefore, we can'’t really say with much
confidence what the jumping off point for November may be like now. Before all of this happened, most were expecting 0.2% m/m which
would be a touch softer than the 0.3% rise in core CPI for the same month. Core PCE has been tending to undershoot core CPI given its
different methodology including a much lower weight on shelter (chart 4).

US Income Growth and Consumer Spending

A decent gain in consumption on the back of November’s holiday sales is expected to be accompanied by a stronger rise in incomes largely
through the wages and salaries component (8:30amET).

US Durable Goods Orders—Key Will be Core

November's tally is expected to sharply rebound based on transportation orders but watch core orders that have been weak of late
(8:30amET). Order levels are high but growth momentum has stalled out (chart 5).

US New Home Sales Expected to Rebound

November’s sales are expected to rise partly due to higher model home foot traffic that serves as a leading indicator (1030amET).

Chart3 Chart 4 Chart5
Canadian Real Retail Sales Growth US Core PCE and Core CPI US Core Capital Goods Orders
0 r Are Plateauing at a Record High
12 - a/q%change, SAAR 120 1 m/m %, SAAR 76 g 9
100 $ bns
: Core CPI 74 L
80 r Core PCE 70 L
US non-defence
6.0 70 capital goods ex.
40 b aircraft orders
68
2.0
66
0.0 T T T T
64
-20 F
62
-40 |
60
6 L -6.0
N AN AN AV A AV A A D A AD 58 ——————T— T
&”&7”@@’@”&”&”@@’@”& R 80 L 12 13 14 15 16 17 18 19 20 21 22 23
19 20 21 22 23 Sources: Scotiabank Economics, US Census
Sources: Scotiabank Economics, Statistics Canada. Sources: Scotiabank Economics, BEA.

Global Economics 2



Scotiabank. DAILY POINTS

December 22, 2023

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

Last 1-day T-wk | Last 1-day I-Wk | last 1-day I-WK [ Last 1-day I-wk
u.s. 433 435 445 385 388 391 | 3.8 389 391 | 400 4.03 4.01 [Canada-BoC 5.00
CANADA 395 390 391 324 317 324 | 312 3.05 315 | 299 289 2097
GERMANY 244 245 250 1.94 1.93 2.00 1.97 196 202 | 219 217 222 |US-Fed 5.50
JAPAN 006 005 008|025 022 030 )] 063 058 070 158 152 163
U.K. 406 4.07 429 | 347 349 3.74 | 3.52 353 369 | 408 4.09 4.16 |England - BoE 5.25

Spreads vs. U.S. (bps):
CANADA -37 -45 -54 -62 -70 -67 -74 -84 -76 -102  -114  -104 |Euro zone - ECB 4.50
GERMANY -188  -190 -194 | 192 -195 -191 | -189 -193 -190 | -181 -186 -179
JAPAN -427  -430  -437 | -361 -366  -361 -323  -331 -322 | -242  -251 -238 |Japan - BoJ -0.10
U.K. -27 -28 -16 -38 -38 -17 -34 -36 -22 8 5 15
|Equities | Level % change: Mexico - Banxico 11.25
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 20766 164.9 0.8 -0.1 3.2 7.3 Australia - RBA 4.35
Dow 30 37404 322.3 0.9 0.4 6.0 13.3
S&P 500 4747 48.4 1.0 0.6 4.2 242 New Zealand - RBNZ 5.50
Nasdaq 14964 185.9 1.3 1.4 4.9 42.8
DAX 16680 -7.7 -0.0 -0.4 4.5 19.9 Next Meeting Date
FTSE 7703 8.3 0.1 1.7 3.1 3.1
Nikkei 33169 28.6 0.1 0.6 -0.8 251 Canada - BoC Jan 24, 2024
Hang Seng 16340 -280.7 -1.7 -2.7 -7.9 -17.0
CAC 7573 1.7 0.0 -0.3 4.3 16.2 US - Fed Jan 31, 2024
Commodities Level % change:
WTI Crude 74.56 0.67 0.9 4.4 -3.3 -3.8 England - BoE Feb 01, 2024
Natural Gas 2.61 0.04 1.4 4.7 -9.9 -47.8
Gold 2059.51 13.56 0.7 2.0 3.5 14.9 Euro zone - ECB Jan 25, 2024
Silver 24.19 0.22 0.9 0.8 2.8 1.2
CRB Index 266.08 -0.31 -0.1 0.7 -3.3 -2.8 Japan - BoJ Jan 23, 2024
Currencies Level % change:
USDCAD 1.3274 -0.0009 -0.1 -0.8 -3.0 -2.8 Mexico - Banxico Feb 08, 2024
EURUSD 1.1026 0.0015 0.1 1.2 1.3 4.1
USDJPY 141.98 -0.1400 -0.1 -0.1 -5.1 7.3 Australia - RBA Feb 05, 2024
AUDUSD 0.6810 0.0008 0.1 1.7 41 2.1
GBPUSD 1.2737 0.0047 0.4 0.4 1.9 5.8 New Zealand - RBNZ Feb 27, 2024
USDCHF 0.8536 -0.0026 -0.3 -1.9 -3.4 -8.3
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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
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
or act as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its
affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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