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Forget rate cuts in 2024? That’s a very distinct possibility. The whole front-end blew up

Derek Holt after another strong inflation reading out of the US. The result drove a nearly instant
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easing. Markets are now pricing about a half percentage point cumulative rate cut by year-
end at most. The US two-year Treasury yield is up 19bps on the day so far with a bear
flattening overall curve, a stronger dollar and with the S&P losing ground.

Core inflation landed at 0.359% m/m SA. Chart 1 shows this at an annualized rate over the
Chart1 months. The exact numbers from November to March are 3.8% m/m SAAR, 3.4%, 4.8%,

o o o . . . . .
Back to Back Hot US Core CPI 4.4% and 4.4% in sequence. That's incredible stickiness this far into a hike cycle.

8  m/m% change SAAR Chart 2 shows that it wasn’t core goods that drove it. CPI goods ex-food and energy was
down by —0.2% m/m SA which extends a generally soft pattern.

6 Chart 3 shows where the heat came from. Core services CPI (ex-energy services and
housing) was up by 0.65% m/m SA. That follows prints of 0.5% in February and 0.85% in
l January.

Chart 4 speaks to the possibility that this could flow through to the Fed’s preferred core
> L PCE gauge when it comes out on April 26th. CPI core services is more volatile than PCE
core services but PCE core services might have some catching up to do given the general
correlation between the gauges. PCE core services was much softer in February than CPI

0 . . . . .
IR N0RIAVAIIS core services which presents a weak jumping off point.
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There was also substantial breadth to the CPI figures as indicated by chart 5.
Sources: Scotiabank Economics, BLS.

Headline CPI matched core CPI because of little variation in gasoline and food prices
especially in terms of weighted contributions to the overall change in CPI.
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Shelter inflation remained hot (charts 6, 7). Chart 4 Chart 5
Transportation categories were not big drivers US Core Services Ex-Housing US Core Service Inflation
except for a large jump in auto insurance (charts 8 51 m/m%, SAAR still Showing High Breadth

% of components

-10). Clothing jumped which may be a warning to 10 |CPICoreServices 100
Canada after its soft readings (chart 11). ex. Housing a0 Over 3%yly growth
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publication for more detail including micro-charts i ex Housing 30
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As for the BoC, they’re even less likely to turn Over 4%y/y growth
dovish now given the risk of totally unmooring 15 L 90 93 96 99 02 05 08 1 14 17 20 73

18 19 20 21 22 23 24

Sources: Scotiabank Economics, Bloomberg. Sources: Scotiabank Economics, BLS.

CAD with the Fed being pushed down and out.
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Chart 12 Chart 13
March Changes in US Headline CPI Categories March Weighted Contributions to
Monthly Change in US Headline CPI
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Mar 2024 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
USINFLATION COMPONENT BREAKDOWN I ::;’ 10-yeartrend Ja:zgf;i“;:et:::s CT\Q ’:;’ Weig(':/:? yly m/m 20:?,:3;3 Std.Dev.  Z-Score 2021;2.31/3 Std.Dev.  Z-Score
Food 22| AN TN 0.1 13.50 030 0.01 13 0.8 12 17 11 0.4
Food, home 12|\ TN 0.0 8.14 0.10 0.00 0.2 11 09 12 19 0.0
Cereals & bakery products 0.2 _____~___,,_\f\ ,___‘_‘__/\ -0.9 1.06 0.00 -0.01 04 09 -0.2 0.9 17 -0.4
Meats, poultry, fish & eggs 13NN AT 0.9 170 0.02 0.02 02 32 05 2.1 39 02
Dairy & related products 19|\ T -0.1 074 -0.02 0.00 -0.6 16 -0.8 14 31 -10
Fruits & vegetables 2.0 [yt N N 0.1 141 0.03 0.00 0.4 17 0.9 1.0 20 05
Non-alcoholic beverages 24| e nr I TN 03 1.04 0.03 0.00 06 1.0 17 05 16 12
Other food at home 14 N TN -05 219 0.03 -0.01 05 06 14 1.0 16 02
Food, away 420 N\ 03 536 0.20 0.02 2.7 03 5.1 25 05 33
Full services meals & snacks 32 FARN ____'__,.//*\.\ 0.2 2.46 0.07 0.00 26 04 17 2.4 05 1.6
Limited services meals and snacks 50N T 03 251 oM 0.01 28 03 6.8 25 0.7 36
Food at employee sites and school 37 S — 03 0.08 0.00 0.00 28 24 0.4 28 19 05
Food from vending machines & mobile vendors 6.2 _v_,..,_..\,-f'\ _.M -0.6 0.05 0.00 0.00 3.1 1.0 31 2.5 13 2.8
Other food away from home 6.1 W w\__,,—"—-’""" 0.6 0.26 0.01 0.00 25 13 2.7 23 1.0 38
Energy PR | R s W ean N 11 6.75 0.15 0.07 -19 10.0 0.4 16 9.6 0.1
Energy comm, 0.9 |m A SN SN 15 359 0.03 0.05 -2.8 17.0 0.2 3.0 17.1 -0.1
Fuel oils & other fuels 3 rmea N N 1 0.17 -0.01 0.00 23 158 0.0 27 14.4 -0.4
Motor fuel 10| r S N n, ST 16 3.42 0.03 0.05 -2.8 17.1 02 3.0 173 -0.1
Gasoline 13 famr e S N o ST 17 331 0.04 0.06 -28 171 02 30 17.4 01
Other 6.0 fam M N N 06 on -0.01 0.00 23 19.5 0.2 36 12.9 05
Energy serv. 31 M J’\d 0.7 3.16 0.10 0.02 0.0 24 12 0.5 2.7 10
Electricity 5.0 TN 09 246 013 0.02 05 15 3.0 1.0 17 2.4
Utility (piped gas service) 3.2y N N, 0.0 0.70 -0.02 0.00 14 75 -02 -09 73 -03
Allitems less food and energy 38 N __,._f/"\ 0.4 79.76 3.03 0.32 2.0 0.2 1.9 18 0.4 4.8
Commodities less food and energy -0.7 N\ _,R'_/"\\_*_ -0.2 18.81 -0.15 -0.04 -0.3 0.4 -1.0 0.2 0.9 -1.0
Household furnishings 27|\ TN -0.1 3.99 -0.12 0.00 -0.8 12 -16 -0.9 12 -15
Window & floor coverings 28 | ottt ™, e TN 0.9 0.30 -0.01 0.00 -23 17 -03 -28 18 0.0
Furniture & bedding 3.8 e N N 03 0.96 -0.04 0.00 -03 17 -2.0 -0.9 21 -14
Appliances 6.3 [N ST -0.7 0.23 -0.02 0.00 12 3.1 -16 -16 3.0 -16
Other household equipment -2.4 M\-M -0.3 0.52 -0.01 0.00 -35 1.8 0.6 -3.7 15 0.9
Tools & hardware 3.7 | st N\ ™ 0.1 0.71 -0.04 0.00 -0.1 1.0 -35 -0.3 12 -2.7
Housekeeping supplies 0.1 PPV AN M -0.7 0.80 0.00 -0.01 0.3 12 -0.1 0.4 13 -0.2
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Mar 2024 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
USINFLATION COMPONENT BREAKDOWN chya/r{g/;’ 10-yeartrend Ja:;’;:’;i“;::s’::s c’:/a ’:g/: Weig('zz yly m/m 203-;3;3 Std.Dev.  Z-Score 2021':31/3 Std.Dev.  Z-Score
Apparel 0.4 [ty [N ST 0.7 2.61 0.01 0.02 -0.5 10 10 03 17 0.0
Men's & boys apparel 1.0 W vx\_,/"\—'"- -1.0 0.68 0.01 -0.01 -0.3 15 0.9 0.5 2.3 02
Women's & girls apparel -0.1 W W"’""\- 17 1.05 0.00 0.02 -13 1.9 0.7 -0.1 25 0.0
Footwear 15 [Nmmmn [N v SN 05 0.54 0.01 0.00 02 13 10 08 17 0.4
Infant & toddler's apparel 21 [N W N 07 0n 0.00 0.00 04 38 05 05 36 05
Jewlery & watches 27 A PNl N, poap N 16 0.24 0.00 0.00 10 34 -0.9 15 3.8 -1.0
Trans. lessfuel -0.8 VAN S -0.5 6.10 -0.06 -0.03 -03 0.9 -0.6 0.4 15 -0.8
New vehicles -0.1 N -0.2 3.65 0.00 -0.01 0.1 0.7 -03 0.8 12 -0.7
Used cars & trucks 22 e PN 11 1.92 -0.06 -0.02 13 21 05 11 48 07
Motor vehicle parts & equipment -0.8 AN ____/\\_ -0.2 0.47 0.00 0.00 02 11 -1.0 0.9 22 -0.8
Medical comm. 25| N p S e T 0.2 146 0.04 0.00 21 17 0.2 23 15 0.2
Medicinal Drugs 25 A e T 0.1 135 0.03 0.00 22 18 02 23 16 02
Medical equipment & supplies 2.8 “—--w"‘«],_/‘"'\ "‘w\,_/"h 0.6 0.12 0.00 0.00 04 12 2.0 0.3 12 2.1
Recreation comm. -19 whfh\ m -0.5 2.04 -0.04 -0.01 -2.6 11 0.7 -2.3 0.9 0.5
Video & audio products 39 oA’ N TN -06 0.29 -0.01 0.00 -10.1 24 26 -9.2 22 24
Pets & pet products (K] PN N s 0.4 0.62 0.01 0.00 0.4 15 0.6 05 15 0.6
Sporting goods 2.2 |t N -1.0 0.65 -0.02 -0.01 07 15 -1.0 06 12 13
Photographic Equipment & supplies 84| pno s/ W S 7 0.0 0.03 0.00 0.00 17 46 22 -3.0 40 28
Recreational reading materials 0.8 MM M 15 0.10 0.00 0.00 1.6 1.9 -0.4 15 1.8 -04
Other recreational goods 6.4 [orm g™ e S -14 035 -0.03 0.00 6.5 13 0.1 52 17 0.7
Educ. & communication comm. -6.2 WM«M‘\I, wvf""\v, -1.2 0.87 -0.06 -0.01 -37 1.0 -2.4 -35 0.9 -3.0
Educational books & supplies -3.0 W M -0.9 0.08 0.00 0.00 2.2 30 -1.8 36 2.7 24
IT commodities 6.6 |~srmensrn W\ s T 12 0.78 -0.05 -0.01 -6.1 19 -03 -6.8 18 0.1
Alcohol 24N 0.1 0.85 0.02 0.00 13 03 33 14 0.4 28
Alcoholic beverages at home 17 s AN o g 02 0.48 0.01 0.00 08 06 14 08 05 17
Alcoholic beverages away from home 36 wﬂw __M\ 04 0.37 0.01 0.00 1.9 05 37 22 0.7 2.1
Other goods 39| e ™ e T 0.2 137 0.05 0.00 14 0.9 3.0 14 0.7 35
Tobacco & smoking products 6.8 M Wﬂw 04 0.54 0.03 0.00 43 15 16 44 38 0.6
Personal care products 34| nn S S 0.2 0.67 0.02 0.00 -0.3 0.6 6.4 -0.1 0.8 43
Miscellaneous personal goods -33 »Mmm -12 0.17 0.00 0.00 -2.4 31 -0.3 -1.7 24 -0.7
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Mar 2024 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic

US INFLATION COMPONENT BREAKDOWN o a’;’:; 10-yeartrend | PRcemCtrend] o ’:;/: Weighs yly m/m Zoli'gz.g;s Std.Dev.  Z-Score 2021;2‘3}3 Std.Dev.  Z-Score
Services less energy services 5.4 -——-———"-'-—w'/\ .._\_‘.,\/\‘ 0.5 60.95 3.15 0.30 2.8 0.2 11 24 0.6 4.8
Shelter 57 AN 0.4 36.18 197 0.14 33 0.2 14.3 2.5 12 2.8
Rent of shelter v I et 05 3577 1.95 0.18 33 0.2 13.0 25 12 2.7
Rent of primary residence 57 __,__..__._N/\ __.ﬁ,___/‘\ 04 7.64 0.43 0.03 3.7 0.1 15.0 29 11 25
Lodging away from home 1.9 ey Vs T N 01 142 -0.02 0.00 23 2.0 =21 22 22 -1.9
OER of residences 59| o S~ 0.4 26.71 1.50 0.11 3.2 0.2 13.2 24 1.1 33
Tenants' & household insurance 2.6 " Mg e 05 0.41 0.02 0.00 1.4 1.2 2.7 23 15 15
Water, sewer, trash collection 5.3 W —...?_,__.p-»-"’*"' 0.3 110 0.06 0.00 3.6 0.6 29 4.3 1.0 1.0
Water & sewage maintenance 51 W M 0.5 0.77 0.04 0.00 4.0 0.8 14 4.8 14 0.2
Garbage & trash collection 5.8 e -0.1 0.33 0.02 0.00 25 1.5 2.3 2.5 1.1 3.0
Household ops. 6.7 oW SNV SN 0.8 0.99 0.00 0.01 3.8 13 2.3 2.6 16 25
Domestic services 10.9 | ™A A 0.9 0.31 0.03 0.00 2.0 1.1 8.4 1.6 1.0 9.0
Gardening & lawncare 4.1 M J"L, 0.9 0.33 0.00 0.00 4.3 2.7 -0.1 2.8 2.6 0.5
Moving, storage, freight 0.5 [umm g o o e 0.7 0.14 0.00 0.00 56 3.9 -1.6 3.3 3.9 -1.0
Repair of household items 18.0 |semmmmtng ™ e — 17 0.14 0.01 0.00 48 21 6.2 42 2.0 7.0
Medical serv. 21 NA, T N 0.6 6.50 0.14 0.04 2.9 1.0 -0.8 3.0 0.8 -1
Professional Services 1.9 [\ s 0.0 3.67 0.07 0.00 15 0.9 0.4 1.8 0.8 0.1
Hospital & related services 7.7 WM 1.2 2.31 0.17 0.03 3.8 1.1 35 4.5 1.3 2.4
Health insurance 152 [N, TN 12 0.58 -0.10 0.01 50 58 -3.5 36 6.0 -3.1
Transportation serv. 10.7|———— M T 15 6.39 0.63 0.10 26 11 7.4 26 1.0 8.4
Leased cars & trucks 11 M_/\, \\_“__/"‘\, -0.2 0.52 0.01 0.00 0.5 3.0 0.2 -1.6 3.2 0.8
Motor vehicle maintenance & repair 82 _______»_,__,j\ N 1.7 1.23 0.09 0.02 22 0.7 86 2.0 0.6 10.8
Motor vehicle insurance 22.2 ———'—w}—-’"-—v\_ﬁf—”_’_‘ 2.6 2.85 0.57 0.07 55 2.6 6.4 4.8 2.0 85
Motor vehicle fees 2.8 b A A A A N 0.2 0.54 0.01 0.00 1.8 0.7 1.4 22 1.9 0.3
Public transportation 5.6 | VN — TN -1.0 111 -0.05 -0.01 1.2 15 -2.9 1.0 36 -1.8
Recreation serv. A5 | N A T 0.1 3.26 0.14 0.00 26 0.7 29 23 0.7 29
Video & audio services 24 s PN AN NN 1.0 0.91 0.04 0.01 2.7 1.4 12 2.6 1.3 13
Pet services 7.3 | e N 1.9 0.43 0.04 0.01 3.1 0.8 55 3.3 0.9 4.4
Photo services 1.0 [ g™ A 0.1 0.05 0.00 0.00 -0.2 2.0 0.6 0.8 1.8 0.1
Other recreation services 4.4 |enrmamsnaeh b (M A -0.8 1.87 0.07 -0.01 2.4 0.6 34 1.7 1.1 25
Educ. & communication serv. W[ 0.2 5.02 0.07 0.01 0.4 13 0.7 11 13 03
Tuition, school fees, child care 2.7 TN A N 02 2.39 0.06 0.00 2.8 0.6 -0.2 3.3 0.8 -0.8
Postage & delivery 3.5 (M, Yy e N 0.4 0.07 0.00 0.00 23 20 0.6 33 2.0 0.1
Telephone services -1.8 W\u'\-/"-“"“-._/—’-_'\—.m_\_ -0.2 1.56 -0.03 0.00 -2.4 3.0 0.2 -13 2.4 -0.2
Internet services 4.2 (80 e fArnr I o 0.8 0.99 0.04 0.01 0.2 15 2.9 0.1 13 3.1
Other personal serv. 54| T 0.8 151 0.08 0.01 2.7 0.7 4.0 2.4 0.6 4.8
Personal care services 3.8 M WJFMM 0.1 0.63 0.02 0.00 23 0.7 21 1.8 0.8 2.4
Miscellaneous personal services 6.5 [t S T 13 0.89 0.05 0.01 2.9 0.9 3.9 27 0.7 5.2
*Number may not add due to rounding
Sources: Scotiabank Economics, BLS.
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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
oract 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.
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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
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