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US Core Services Inflation Lit Up in April

e Core CPl was higher than consensus

e Breadth of price increases remains high

e Gas and groceries were higher as expected

e Core goods prices were tame again but this may not last
o PCE effects also depend upon tomorrow’s PPI

e  Watch for trimmed mean CPI estimate

US CPI / core CPl, m/m %, SA, April:
Actual: 0.6 /0.4

Scotia: 0.7/ 0.4

Consensus: 0.6/ 0.3

Prior: unrevised from 0.9 / 0.2

Core CPl inflation matched my estimate but it’s important to remove shelter this time.
Upon doing so, core services inflation accelerated in ways that continue to defy linkages
with wages, while the breadth of price increases continues to rise.

Markets reacted to the data and then hawkish comments by Chicago Fed President
Goolsbee by pushing the US 2s yield higher and adding a slight amount to the roughly 10bps

Chart 1shows core CPl accelerated to 4.6% m/m at a seasonally adjusted and annualized
rate (SAAR).

The breadth of price increases remains very high (chart 2).

The reading was not light even after removal of the statistical quirk represented by
shelter’s treatment. Shelter surged by 0.6% m/m SA with rent up 0.6% and owners’
equivalent rent up 0.5%. A good part of these effects traced themselves to the BLS merely
catching up to more properly capturing shelter given April CPl was the first chance for it to
address last October’s omission of shelter prices due to the government shutdown. That
omission carried lasting effects upon the shelter methodology. Look through this effect as
a temporary statistical quirk as shelter is likely to be softer next time.

What is key, however, is that core services CPl ex-energy and ex-shelter was up by 0.45%
m/m SA, or 5%2:% m/m SAAR. That's explosive and maintains the multi-month pattern of
generally warm trend readings (chart 3).
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Core goods CPI ex-food and energy was tame again  Chart5 Chart 6
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typical for April (chart 5) and the seasonal
adjustment factor was higher than normal which added to the heat (chart 6).

Charts 7-15 shows several components. Again, largely ignore shelter.

Grocery prices shot higher which didn’t take long! ‘Food at home’ (ie: groceries) was up by 0.7% m/m SA. That reflects a combination of
factors but be careful about blaming it on the war. The war doesn’t directly impact meat prices, for example, and they were up by 1.8% m/m
SA and 8.8% y/y with beef leading the way. Trump’s solution is to cut beef tariffs. Consumers have the option of substituting toward pork
and poultry prices that are barely budging, or seafood that is up by less than beef.

Gasoline prices increased sharply again but by less than the initial shock effect in March.

Airfare and clothing were among the upsides but so was the low weight on financial services due to tax preparation services that some may
have felt were more complex this time due to the Big Beautiful Bill’s effects.

Adjusting for weighting differences, today’s CPI gain of 0.6% m/m with core up 0.4% imply that PCE will be up by 0.4% with core PCE up
0.25%. We'll update this calculation tomorrow when we get the producer price figures given that some of those prices are included in PCE.

Charts 16-17 break down the basket in unweighted and weighted m/m changes. Charts 18-19 do likewise for y/y rates.
Also please see the accompanying table that provides further detail and micro charts.

Watch for the Cleveland Fed’s trimmed mean CPI measure given comments by incoming Chair Warsh about his preferences.
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Chart 16 Chart 17

April Weighted Contributions to
Monthly Change in US Headline CPI ex Gasoline

April Changes in US Headline CPI Categories ex Gasoline
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April 12-Month Changes in
US Headline CPI Categories
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April Weighted Contributions to
the 12-Month Change in US Headline CPI
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Apr 2026 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
US INFLATION COMPONENT BREAKDOWN Chya/ r"':: 10-yeartrend Ja:;g;‘;ﬂ:et:::s cmhg T:: We'g(':/:; yly m/m 2015",':31/3 Std.Dev.  Z-Score 20;1:3}3 Std.Dev.  Z-Score
Food 32~ N 05|  13.560 0.44 0.07 13 0.8 25 17 11 13
Food, home 29\ N 0.7 8.250 0.23 0.06 0.2 11 2.4 12 19 0.9
Cereals & bakery products 26 __M_____,_,/\___ ....,—\/\_._- 0.1 1.027 0.03 0.00 0.4 0.9 25 0.9 17 1.0
Meats, poultry, fish & eggs L] AN VN AN NV 13 1.949 0.02 0.03 -02 32 05 21 39 -0.2
Dairy & related products 06 g N o N 08 0.741 0.00 0.01 -06 16 0.0 11 31 -05
Fruits & vegetables 6.1 W—MM”'\HAA- M 1.8 1277 0.08 0.02 0.4 17 33 1.0 2.0 2.5
Non-alcoholic beverages | Py VNI o N 11 0999 0.05 0.01 0.6 10 43 05 16 29
Other food at home 25 AN -0.4 2257 0.06 -0.01 05 0.6 31 1.0 16 1.0
Food, away 36 e TN 0.2 5310 0.20 0.01 2.7 03 3.0 25 05 22
Full services meals & snacks 38 __w/'\.,.,- _,_'_/‘\._,_. 0.1 2354 0.09 0.00 26 0.4 33 24 0.5 2.8
Limited services meals and snacks 32N T 0.4 2.655 0.09 0.01 28 03 12 25 07 1.0
Food at employee sites and school 4.0 —J\_ ﬂwf\_ 0.2 0.064 0.00 0.00 28 2.4 0.5 28 1.9 0.6
Food from vending machines & mobile vendors 2.0 ,_,..__..\,J'\,- _._u_,...-/‘"\\v...-. 0.1 0.053 0.00 0.00 31 1.0 -1.1 25 13 -0.4
Other food away from home 48| N e -0.1 0.184 0.01 0.00 25 13 17 23 10 25
Energy 179, A N sy SN\ o 38 7.090 114 027 -19 10.0 2.0 16 9.6 17
Energy comm. 292|,_ Amen SN s cn SN o 5.6 3.856 0.94 022 -2.8 17.0 19 3.0 174 15
Fuel oils & other fuels 319, _rmer Mt N 43 0172 0.04 0.01 23 15.8 22 27 14.4 20
Motor fuel 291}y oS Npnn on, SN o 57 3683 0.90 0.21 28 171 19 30 17.3 15
Gasoline 284 |, Ao Npnn on SN s 54| 353 085 019 -28 121 18 30 14 15
Other 540 | s N s e N 7| o1 0.04 0.02 -23 195 28 36 179 28
Energy serv. 54|y e\ TN\ e 16| 3234 0.17 0.05 0.0 24 22 05 27 18
Electricity | PN VR W 21 2.475 015 0.05 05 15 38 1.0 17 3.0
Utility (piped gas service) 3.0 |y o e -0.1 0.759 0.02 0.00 -14 75 06 -0.9 7.3 05
Allitems less food and energy 2.8 o M T 04| 79351 224 032 20 0.2 3.4 18 0.4 2.4
Commodities less food and energy 11 ._..__-J'\-s.,.'- ___,_,_/‘A'\v 0.0 19.002 0.21 0.00 -0.3 0.4 37 0.2 0.9 10
Household furnishings 28| el N\t N~ -05 3482 0.09 -0.02 -08 12 3.0 -09 12 31
Window & floor coverings 37 WN W 2.4 0.245 0.01 -0.01 2.3 17 35 -2.8 18 37
Furniture & bedding 13 |\ s e N~ -0.3 0.870 0.01 0.00 -0.3 17 0.9 -0.9 21 11
Appliances 0.2 | st W TN -04 0.199 0.00 0.00 12 3.1 0.4 16 3.0 0.6
Other household equipment 3.8 W W -0.7 0.562 0.02 0.00 -35 18 4.0 -3.7 15 50
Tools & hardware 5.0 ___Mf\‘/ W -0.8 0.690 0.04 -0.01 -0.1 1.0 49 -0.3 12 4.4
Housekeeping supplies 22 ______"_,,\p\/\\__,. q\/\v__ -0.1 0.834 0.02 0.00 0.3 12 16 0.4 13 14
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Apr 2026 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
USINFLATION COMPONENT BREAKDOWN chya/ r’\' :; 10-yeartrend | Ja:;g;’;ﬂ:::::; cmhg '::;’ We'g(':; yly m/m 203‘:3}3 Std.Dev.  Z-Score 20:1':3}3 Std.Dev.  Z-Score
Apparel 82w J N e T 0.6 2513 on 0.02 -0.5 10 48 03 17 22
Men's & boys apparel T g R 04| 0622 0.01 0.00 03 15 13 05 23 05
Women's & girls apparel 4.4 [wermetiepg NNt s 01| 1016 0.04 0.00 13 19 31 01 25 18
Footwear 4.2 [~wmgany [ man v N 14| 059 0.02 0.01 02 13 3.0 08 17 21
Infant & toddler's apparel 15 Ww \-.,V..ff"‘“"w -13 0.102 0.00 0.00 04 38 0.3 05 36 0.3
Jewlery & watches 14.6 | P Mrapad VO pap N 31 0.177 0.03 0.01 10 34 40 15 38 35
Trans. less fuel -0.8 M\ M\ . -0.1 6.807 -0.06 -0.01 -03 0.9 -0.6 0.4 15 -0.8
New vehicles 02 AR A N -0.2 3.787 0.01 -0.01 0.1 0.7 02 08 12 -05
Used cars & trucks 27 e N~ 00| 2603 -0.06 0.00 413 21 -0.7 11 48 -0.8
Motor vehicle parts & equipment 38 _q_,_f\_,_,. ___/\_,_,_ -0.2 0.344 0.01 0.00 02 11 34 09 22 13
Medical comm. 05N Num e i TN -04| 1445 -0.01 -0.01 21 17 -16 23 15 -19
Medicinal Drugs 0.9 [P MmN i NS 03 1311 -0.01 0.00 22 18 18 23 16 -20
Medical equipment & supplies 2.8 "“""""‘b-’#\"" W -0.9 0.135 0.00 0.00 04 12 2.0 03 12 2.1
Recreation comm. 3.0 _w,mm W 0.1 1.916 0.05 0.00 -2.6 11 53 -23 0.9 5.9
Video & audio products 28| ™ AN 03 0.260 0.01 0.00 -10.1 24 54 -9.2 22 54
Pets & pet products 26 | e ot e 02 061 0.02 0.00 0.4 15 15 05 15 15
Sporting goods 3.9 it ™ T - 01| 0524 0.02 0.00 07 15 30 06 12 37
Photographic Equipment & supplies 8.8 WW M -15 0.026 0.00 0.00 -17 46 2.3 -3.0 4.0 29
Recreational reading materials -18 W«“ "“""“‘-NI""‘*\/-«W -1.9 0.112 0.00 0.00 16 19 -1.8 15 18 -1.9
Other recreational goods 37 W W 0.9 0.383 0.01 0.00 -6.5 13 7.6 -52 17 5.1
Educ. & communication comm. -6.0 -n-n-"‘wvf'w -wvvf"\_,\..._f- 0.5 0.783 -0.04 0.00 -37 1.0 -2.2 -35 0.9 -2.8
Educational books & supplies -0.6 w W -0.2 0.042 0.00 0.00 2.2 3.0 -0.9 3.6 2.7 =15
IT commodities 6.3 [yt s o 06| 0745 -0.04 0.00 6.1 19 01 6.8 18 03
Alcohol 19 e oae e rn™ M 03| 0829 0.02 0.00 13 03 19 14 0.4 15
Alcoholic beverages at home 0.4 |y ymumat Ny v e 01| 0392 0.00 0.00 08 06 07 08 05 07
Alcoholic beverages away from home 36 wm _'.w-/'“'\.m 0.5 0.438 0.01 0.00 19 05 37 2.2 0.7 2.1
Othergoods 8| St e 0.5 1309 0.06 0.01 14 0.9 38 14 0.7 45
Tobacco & smoking products 7.6 MW 0.5 0.447 0.04 0.00 43 15 22 44 38 0.8
Personal care products 27 hammoee? Nt g e 0.6 0.674 0.02 0.00 -03 0.6 52 -0.1 0.8 34
Miscellaneous personal goods 33 \W‘WW 0.6 0.187 0.01 0.00 -2.4 31 19 -17 24 21
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Apr 2026 Weighted Contributions (ppts)* 5-Year Pre-Pandemic 10-Year Pre-Pandemic
US INFLATION COMPONENT BREAKDOWN chya/ :;/; 10-yeartrend Ja:;gfgﬂfe:::g cmhg '::; We'g(rls yly m/m 20::31/3 Std.Dev.  Z-Score 20;1;?3}3 Std.Dev.  Z-Score
Shelter 33| T 0.6 35.320 117 0.21 33 0.2 0.1 2.5 12 0.7
Rent of shelter 33— T 0.6 35031 1.16 0.21 33 0.2 -0.1 25 1.2 0.7
Rent of primary residence 28— ST 0.5 7.732 0.21 0.04 3.7 0.1 -6.7 2.9 1.1 -0.1
Lodging away from home 46 »_.-....v‘f\-._..* —\.,f"'\-"—\—--»- 24 1410 0.06 0.03 2.3 2.0 12 2.2 2.2 11
OER of residences 33 d__...__\.,/\‘\ _,_./\_ 0.5 25.888 0.86 0.13 3.2 02 0.4 24 11 0.8
Tenants' & household insurance 7.2 '\\_,_.,\W,/wf _.W../‘uf‘ 0.1 0.289 0.03 0.00 1.4 1.2 4.8 2.3 1.5 3.2
Water, sewer, trash collection 4.7 W“”" W 0.3 1.144 0.05 0.00 3.6 0.6 1.9 4.3 1.0 0.4
Water & sewage maintenance 5.0 w M,—-H""'m"" 02 0.785 0.04 0.00 4.0 0.8 1.3 4.8 14 0.1
Garbage & trash collection 42 | AN N 0.3 0.359 0.01 0.00 25 15 12 25 11 16
Household ops. 5.7 oA YW vy A -0.3 1.030 0.00 0.00 3.8 13 15 26 16 19
Domestic services 3.1 _,_.,_...,,.,)"WIL -;..m 0.7 0.312 0.00 0.00 2.0 1.1 1.1 1.6 1.0 1.4
Gardening & lawncare 13.9 ‘\—M—-—V ,r-'\_.,__/\/ -0.8 0.360 0.00 0.00 4.3 2.7 3.6 2.8 2.6 4.2
Moving, storage, freight -2.3 Wm 0.1 0.077 0.00 0.00 56 3.9 -2.0 33 3.9 -1.4
Repair of household items 5.0 -‘_o-v\rv/\ \rv-""".\ 1.7 0.172 0.00 0.00 4.8 2.1 0.1 4.2 2.0 0.4
Medical serv. 32| A TN 0.0 6.893 0.22 0.00 2.9 1.0 0.3 3.0 0.8 0.2
Professional Services 4.0 —-'W W 0.2 3.427 0.15 0.01 1.5 0.9 2.7 1.8 0.8 2.7
Hospital & related services 55 pr M -0.3 2.623 0.13 -0.01 3.8 1.1 15 4.5 13 0.7
Health insurance 6.1 [ NA T — 0.4 0.843 -0.05 0.00 50 58 -1.9 36 6.0 -1.6
Transportation serv. 43— M T 03 6.404 0.27 0.02 26 11 15 26 1.0 17
Leased cars & trucks 2.7 |t Mot e N 0.1 0.384 -0.01 0.00 05 3.0 -0.9 -1.6 3.2 -0.2
Motor vehicle maintenance & repair 2] R o WUV 40 VN 0.2 1.043 0.05 0.00 2.2 0.7 42 2.0 0.6 54
Motor vehicle insurance 0.2 [ b N AT T 0.1 2.716 0.01 0.00 55 26 -2.0 48 2.0 -2.3
Motor vehicle fees ER A W S P A Ve PV o -0.2 0517 0.02 0.00 1.8 0.7 23 22 1.9 0.6
Public transportation 13.7 | M emn — N 1.6 1.588 0.19 0.03 -1.2 15 9.9 1.0 3.6 3.6
Recreation serv. 19 W W 0.1 3.174 0.07 0.00 2.6 0.7 -1.0 23 0.7 -0.6
Video & audio services 3.0 [ NIt e N p 1.0 0.780 0.02 0.01 2.7 14 02 26 13 0.3
Pet services 5.2 | et N -0.1 0.546 0.03 0.00 3.1 0.8 2.8 33 0.9 2.1
Photo services 0.6 [ ™ s N -0.1 0.037 0.00 0.00 0.2 2.0 0.4 0.8 1.8 -0.1
Other recreation services 0.7 J'WWW W -0.3 1.811 0.01 -0.01 2.4 0.6 -2.8 1.7 1.1 -1.0
Educ. & communication serv. 11 W M\,\ -0.1 4.966 0.05 0.00 0.4 1.3 0.5 11 13 0.0
Tuition, school fees, child care 2.9 "\w—’\—v-"'\"‘ w 0.2 2.523 0.07 0.01 2.8 0.6 0.2 33 0.8 -0.6
Postage & delivery 9.6 [yt A e~ A 35 0.063 0.01 0.00 2.3 2.0 3.7 33 2.0 3.2
Telephone services -3.0 -f\-u'\-""‘"“-"\ M 0.0 1.444 -0.04 0.00 -2.4 3.0 -0.2 -1.3 2.4 -0.7
Internet services 2.3 [Nt N Ao N 1.4 0.925 0.02 -0.01 -0.2 15 1.7 0.1 13 1.7
Other personal serv. 42| ™ AT e 1.2 1.578 0.07 0.02 2.7 0.7 2.3 2.4 0.6 2.9
Personal care services N PN g -0.7 0.668 0.02 0.00 2.3 0.7 19 18 038 22
Miscellaneous personal services 4.7 |y 0 26 0.910 0.05 0.02 29 0.9 2.0 27 0.7 2.7

*Number may not add due to rounding

Sources: Scotiabank Economics, BLS.

Global Economics

A3



Scotiabank. SCOTIA FLASH

May 12, 2026

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.

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.

Global Economics 6



