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Why is the stock market so resilient in the face of what could be viewed as innumerable threats? That's this week’s special topic.

As for the coming week’s developments, they will focus chart1 Chart 2

upon the truth or dare game going on in US-Iran WTI Futures US Stocks Have Done Well,
negotiations after Trump guided an agreement would 105 [UsD/bbl Others Have Done Better
be achieved before the Monday market open while 100 } 80 [ %priceretum since US election
Iran’s headlines conflict in the context of what some 95 ;':trh

label as Iran’s “managed irresolution.” Kevin Warsh'’s 90 r

Senate testimony, Canadian inflation and the BoC’s 85 r

surveys, US earnings reports, a few EM central bank 80 :;';:
decisions and global macro data will also contribute to 75 [ present
make the week an eventful one. [
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Whatever the case about negotiations with Iran, the oil g4 |m—0uo__
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Sources: Scotiabank Economics, Bloomberg.

remain highly sceptical toward the path forward.

Kevin Warsh’s hearing before the Senate is now formally scheduled for Tuesday at 10amET, but
expect a raucous affair given a letter signed by all the Dems requesting the hearing be delayed
while GOP Senator Tillis digs in on opposition until the Trump administration drops its pursuit of

c.\){"b

Sources:Scotiabank Economics, Bloomberg.

Chart 3

S&P 500 Sector Performance YTD
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Chair Powell. Please see the section on his testimony in last week’s weekly for more as the only 25
thing to have changed is Trump’s renewed threat to fire Chair Powell. He cannot, but this may 20
complicate Warsh’s hearing. 15
Central banks in Indonesia, the Philippines, Turkey and Russia will weigh in with decisions. Macro 10
indicator risks will focus upon the monthly wave of global purchasing managers’ indices, Canadian >
. . . . . L o
inflation, BoC surveys, the UK job market, Canadian and US consumers, and inflation in Japan, the
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UK and New Zealand. 0
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Why is the stock market so resilient? After all, the list of cautions is rather long. War. Trade wars. <0 o@"i@@ /\@éo\e
C

Uncertainty toward the impact of high commodity prices. Al’s effects. The Fed on hold in restrictive (Jo@‘& Qo&"

territory while other central banks debate hiking from neutral or easier stances. Political
uncertainty. And that's just a partial list.

Sources: Scotiabank Economics, Bloomberg.

Chart4
Frequently unheralded are the reasons for stock market resilience. This too is a long list and one US Magnificent 7 Capex
. . . 450  capital expenditure, trailing 12 months
toward which there is a stronger case. It starts, however, by acknowledging that even though the
US equity market is a significant focal point, it has continued to underperform equities elsewhere 400
since the US election which likely reflects an uncertainty premium (chart 2). 350 Amazon m Alphabet
300 | W Apple W Meta
For starters, it's vital to start with how there are multiple sector themes operating simultaneously Microsoft ® Nvidia
and with their own idiosyncratic drivers, rather than crudely aggregating all stocks and trying to find 250 " Tesla

common macro drivers of broad benchmarks. Chart 3 highlights the vast differences in relative 200

sector performance this year. 150

Take tech innovation for one. It marches to the beat of its own drummer, not to the drumbeat of 100

war. We may be in the midst of the greatest wave of tech innovation in history, though that will take .,
time to assess against a high historical bar. Commodities and supply chain disruptions can thwart

but not derail investment in Al and related technologies that continues to be strong (chart 4).

1112 13 14 15 16 17 18 19 20 21 22 23 24 25

Sources: Scotiabank Economics, Bloomberg.
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Take defence and infrastructure stocks for another. Charts 5-6 point to strong gains across Chart 11

defence- and infrastructure-related stocks. Governments across the world are tripping over Global Consumer Discretionary Stocks

themselves to spend money upon these two areas of the global economy. Benefits will accrue YTD Returns

to the companies, hopefully to productivity and to national security. Risks include the fact 25 %
these types of investments are notorious for massive cost overruns and delays plus scepticism
against the view that everyone spending much more on defence somehow makes the world

safer.

Chart 7 shows resource stocks. High commodity prices support them to a point, as long as
demand destruction does not tip the balance toward more of a demand hit than a price lift to
earnings. High prices benefit the energy sector’s leading performance.

On the latter point, however, real oil prices are not particularly high (chart 8). The US

economy’s sensitivity to oil is very different today (chart 9). Consumers are in better overall &S &
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financial position (chart 10). R R © &
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There’s no doubt there are weak sectors as well. Healthcare was one of them as flagged in the  Sources: Scotiabank Economics, Bloomberg.

first chart in this section. Rolling back some of the Affordable Care Act subsidies may have been one driver of this.

Consumer discretionary stocks have been another area of weakness with a few individual companies flagged in chart 11. There may be
further downside risk as the US job market teeters and income growth dries up.
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Financials have also underperformed. Deregulation  Chart12 Chart 13
may restore momentum to them and so may US S&P 500 & Inflation Hand-in-Hand High US Household Liquidity
resurrection of expectations for modest easing by ~ 8000 rindex Indexq 140 6.0  ys$ trillions
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Chart 12 shows that stocks tend to go arm-in-arm Chart | Chart 15
with inflation. Stock indices are nominal gauges. Still, . Ample Reserves Tre.asury General Account
) ) ] 45 [ in trillions USD With the Federal Reserve
the S&P has outperformed inflation over time.
o 2,000 r usDbn
4,
Stocks can outperform during inflationary bouts 1,800
partly because the real cost of previously originated 35 1600
debt dwindles in unanticipated inflation shocks. So 1,400
T . . 3.0
does the real cost of servicing it, with the inflation 1.200
dividend flowing to equity holders. 25 1.000
800
Retail is flush with cash as nervous money presents 5 600
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according to the Federal Reserve’s household balance
sheet accounts. This is why you hear so much talk of ~ Chart16 Chart 17
retail money offering buy-on-dip support as cash Funding Market Pressures Have Abated US & CA Bond Market Liquidity
holdings lose money due to inflation. 40 SOFRspreadin bps 6 - Index CA Government
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R 20 Securities
liquidity (chart 14). The Treasury General Account 4 Liquidity Index
has stabilized after being replenished following the R

drain caused by last year's debt ceiling fracas (chart
15). Higher reserves and an end to Treasury draining o
liquidity put more money to work chasing leveraged

investments within the financial system's plumbing. -10

Funding market pressures have abated (chart 16).
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from fair value; lower is better. Lower liquidity
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premia are constructive to base yields,
corporate bond spreads and equity discount
rates.

There is, of course, the risk that events spiral
out of control such as in the Middle East.
Uncertainty remains high. Geopolitical risk
commonly results in fleeting market
disturbances, except for truly big ones like
global wars. The point being made in this
article is that understanding the stock market
is vastly more complex than generalizing
about the economy and geopolitical matters.

There are also implications to resilient stocks.
Financial conditions are not tightening.
Central banks may not ease. High cash and
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Chart 22
S&P500: Price To Book Value
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lower leverage in the household sector could make them more willing or able to absorb pass through of higher costs into consumer prices.

As for other metrics, profit margins remain strong (chart 18), multiples are high but not outrageous (chart 19), and yet other measures like

cyclically adjusted P/E ratios are historically high yet may be unable to capture out of sample tech waves (chart 20) and Tobin’s Q—which
measures valuations relative to replacement cost of assets—is at an historic high (chart 21). Ditto for simple price-to-book (chart 22). So,

cheap? Certainly not. But with the forces in play, it would take high patience, nerves of steel and plenty of liquidity to lean against valuations

and the varied forces at play.

CANADIAN INFLATION—SET TO SOAR AND REINFORCED BY BEHAVIOUR AND POLICY

When Statistics Canada updates CPI inflation for the month of March on Monday—yes, Monday, against past practices—it will merely

confirm what consumers have already seen. Key, however, will be the path forward for inflation, how consumers behave, and how this

behaviour will come to be influenced by policy measures. No policy decisions will hang on this one report.

March CPI to Spike Higher

March CPl is forecast to jump from 1.8% y/y in February to 2.4% on the back of an estimated 0.9% m/m seasonally unadjusted jump in

prices as per the polling convention. Gasoline on its own should contribute about 0.6 ppts of the 0.9% rise. In seasonally adjusted terms
that would translate to around 0.6% m/m for total CPI using last year’s seasonal adjustment factor that reflects a recency bias to how they

are calculated. Some other estimates within consensus are higher.

Global Economics
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April Will Extend the Pattern

More of this lies ahead. When April CPI arrives on May 19™ it’s likely to show another strong pop higher amid multiple influences. A very
preliminary estimate leans toward another jump to 2.9% or maybe even 3% y/y.

This estimate is based upon preliminary tracking of another 0.4% weighted m/m contribution from gasoline prices minus about a tenth
deduction for the weighted and prorated impact of the 10-cent elimination of the fuel excise tax on April 20", That fuel tax effect assumes
that refiners and retailers do not raise their prices to crowd in the space left by the tax cut.

There is also the fact that the cut to the consumer portion of the carbon tax a year ago will drop out of the numbers. The carbon tax cutin
April 2025 lowered the price level all else equal and hence served to drag down y/y inflation readings but that effect stops this April.

Pass Through to Core Inflation?

What happens thereafter depends partly on the Chart 23 Chart 24
longevity and magnitude of the broad commodities Canadian Core CPI & Core IPPI BoC: Drivers of the Inflation Forecast
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plausible outcome—not hanging out at spot prices os |
indefinitely, but not going back to January levels 2
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allowed to expire in September at the end of the Sources: Scotiabank Economics, Statistics Canada. Sources: Scotiabank Economics, Bank of Canada.
summer driving season. My hunch is that it may well be extended. There are several other Chart 25
art

matters to consider on pass through.
Firms' Inflation Expectations

For one, the BoC’s preferred core measures of inflation exclude the direct effects of changesin = 6 ,ierage price change in next year, in %

indirect taxes like the carbon tax and fuel excise tax and should be unaffected. They do not

exclude potential indirect effects. For example, the fuel tax cut frees up some income effectsto 5

potentially act as a marginal upward influence upon other prices.

For another, more general pass-through risk into core inflation readings was already evident 4
before the war between the US, Israel and Iran. Chart 23 shows the connection between core

industrial prices (ie: ex-energy) and core CPl inflation. Soaring industrial prices tend to pass 3r
through to consumer inflation with a lag. This is one reason we were inclined to view the recent

soft patch in underlying consumer price inflation as another temporary dip much like early 2024. 2 T+
NANNNNNMOOMNMOONS S S LN

Hence our view on inflation is not just a war and commodities story. Another update of raw and Fatpattateatatattabyh ettt et atitetyet
0255500255800 25558002555002
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industrial product prices arrives on Thursday for the month of March.

CFIB Average price plans in next year
BoC Business Leaders' Pulse, 1year-ahead
Sources: Scotiabank Economics, CFIB, BoC.

For another, the BoC was already concerned about the impact of cost pressures being passed
through to inflation as an offset to limited slack via a mildly negative output gap. Chart 24 is
reproduced from their January MPR. | would watch for the BoC to raise the estimated cost drivers of inflation in the April MPR.

This pre-existing momentum in underlying core inflationary pressures now faces likely pass through of the broad-based rise of commodity
prices. It’s silly to argue otherwise since we already have evidence that pass through is occurring in company announcements. A small
example is pass through of fuel into airfare and curtailment of routes. I've also seen several personal anecdotes of fuel surcharges being
added by companies. When the BoC’s commodity price index soared in the past it usually meant a meaningful pick-up in core inflation with
the granddaddy of such experiences being in 2022.

Global Economics 6
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How Will Behaviour Influence Inflation?

How people change behaviours can have competing effects on inflation. Chart 26

For one thing, inflation expectations also matter. On that, however, Canada’s measures are
poor.

The highest frequency and freshest gauge comes from the CFIB—a small business association
and lobby group. Small businesses indicated more aggressive plans to raise prices over the
coming year in the April survey (chart 25). This risks a domino effect that feeds upon itself once
again. Their plans push to the top end of the BoC'’s 1-3% inflation target range and pressure the
target. This tends to be correlated with the Bank of Canada’s measure of businesses’ inflation
expectations but with a reporting lag.

That’s because the BoC surveys are always many weeks behind developments. When the Q1
editions of the BoC’s consumer and Business Outlook surveys arrive on Monday they will be
sampling opinions around the month of February while the Business Pulse survey will offer a
little fresher evidence over Q1. Further, Canada’s measures of inflation expectations are also
poor; real return bonds are the source of breakevens but supply disruptions combined with a
tendency of pensions and other long-term investors to buy and sit on them result in limited
usefulness of the measures.

An added behavioural matter is how consumers will respond to paying more for a lot of items
including necessities like fuel and groceries. Will they spend more upon what they must and less
on everything else and therefore potentially retrench in a way that exerts disinflationary
pressures in other categories?

That’s not what happened when oil prices soared in 2022 on the back of the Russia-Ukraine
war; consumers kept spending but smoothed through the shock effects by eroding their rate of
saving. The personal saving rate collapsed to zero that year as consumers chose to maintain
their standard of living and avoid abrupt changes in their consumption patterns by looking
through the commodity surge. | would expect consumers to do something similar this year.
Furthermore, with the exception of the oil shock in the early 1990s that was correlated with
many other things going horribly wrong in Canada, employment growth tends to hold up rather
nicely in oil shocks (chart 26).

Policy Responses Will Smooth Behaviour

They may be more inclined to do so this time. That’s because how consumers behave is also
influenced by policy. The Carney administration is diving on the grenade of higher basic prices.

The announcement in January about large increases in GST rebates starting in Q2 and no later
than June will have lasting effects upon incomes. The one-off GST rebate lump sum payout in
Q2 equal to 50% of last year’s GST rebate is expected to accelerate personal disposable income
(PDI) growth from a base case run rate of about 2%2% q/q annualized to over 6%. Thereafter the
GST rebate will be increased by 25% from Q3 through to 2030. By Q3, for example, PDI growth
will slow markedly toward 1-2% q/q SAAR before picking up again in Q3. Eliminating the fuel
excise tax on gasoline and diesel adds almost another $4 billion per quarter to fuel savings.

Costs, costs, costs
Back to the cost-oriented drivers of inflation risk.

e Broad commodities: It's not just about potential pass through of energy prices as chart 27
demonstrates. Companies are already announcing pass through effects. I've even heard of
landscape suppliers passing on fuel charges and landscaping companies in turn passing
them on to their retail customers.

Impact on CA Employment During Oil Shocks
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Chart 27

Futures Markets Signalling
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Chart 28

Canada Economy-Wide Inventories
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e Inventories: Stockpiling relative to inventories is elevated (chart 28). Some may be
undesired. | think much of it is an abandonment of just-in-time management as border
frictions soared after Brexit, Trump 1.0, the pandemic, wars, and Trump 2.0. With higher
stockpiling go higher storage and financing costs which get passed onto a variety of
stakeholders likely including consumers.

e  Wages and productivity: Wage growth is solid either controlling for compositional
changes or not and productivity is not. Wage settlements in contract negotiations remain
strong within the one-third of the workforce governed by collective bargaining
agreements (chart 29). The combined effects mean weaker revenue growth and elevated
costs that create a margin squeeze that is passed onto a variety of stakeholders including
consumers. This is why we talk of wages and productivity as carrying potential inflation
risks when one doesn’t pay for the other.

e Insurance: Yes, transiting the Strait of Hormuz is rather dicey business these days, but
Canada has its own homegrown insurance challenges (chart 30). Measured within CPI
that makes quality adjustments, homeowners’ insurance premiums have risen by 30%
since 2022 with vehicle insurance premiums up by a similar amount; neither looks to be
about to reverse.

e Supply chain upheaval: As trade policy divides the global economy, companies are sent
scurrying to find new suppliers and new customers. This means management time, new
workers, and new investments to retool and reorient. All of that involves costs being
borne by someone across supply chains—including consumers.

Weighed against these drivers is a modest amount of economic slack. A negative output is
estimated to be under -1% of potential GDP. The supply side is now getting dinged while
growth is estimated to be improving somewhat in Q1, therefore limiting the amount of slack.
The unemployment rate of 6.7% is forecast to decline to 6% as labour supply shrinks along
with tighter immigration policy and the quirky methodology behind the Labour Force Survey
catches up. This is not enough slack to make a difference through an effort to write off all
other forms of inflation risk.

The BoC'’s Challenge

When he spoke at the Spring meetings of the IMF and World Bank, Governor Macklem said
“We're all feeling like you don’t want to jump too early and raise interest rates and lower
growth, particularly when growth is pretty weak. On the other hand, you don’t want to be late
and let inflation get entrenched.” He went on to emphasize the role of medium- and longer-
term inflation expectations that, as previously noted, are of very poor quality and lagging in
Canada. We will only begin to get BoC measures of this in their quarterly surveys when the
July editions arrive.

All of which brings us back to reiterating a few core views on the BoC. Do you repeat the
pandemic and look through all of the warning signs on inflation and inflation risk and stay on
hold, or do you act more pre-emptively in a risk management sense this time?

Doing nothing has meant that BoC policy has eased. That’s because the measure that matters
most is the real policy rate—adjusted for inflation—and it has plunged (chart 31). The nominal
policy rate of 2.25% minus our expected year-end inflation rate of 3% could yield a decline in
the real policy rate toward -1% compared to what we previously had before raising our inflation
outlook by about a full point. The real policy rate is what matters in judging the stance of
monetary policy and is how any macroeconomic model would judge the policy stance.

April 17, 2026

Chart 29
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Is it appropriate to ease in a commodity producing economy? With inflation risk elevated? With cost of living pressures facing a fiscal
response that is likely to see added fiscal stimulus in future? If you're sure that pre-war and war-related inflation risk all goes away in short
order without resulting in altered behaviour measured through inflation expectations, company pricing behaviour, and wage setting
exercises then perhaps.

But that's a high stakes gamble at a central bank that made the wrong bet in disastrous fashion the last time. It waited until it had all the
evidence of a severe inflation problem before hiking and we went from 0.25% to 5%. Had it dispassionately focused upon inflation like the
Bank of Korea that hiked in 2021 without focusing upon pushing the boundaries of maximum employment while looking through inflation
then the policy rate in Canada might have levelled off much lower than 5%. Not as many mortgage borrowers would have been reeled in
and then subject to massive resets.

Enter risk management. There is little to no harm to sneaking in a slight hiking bias to manage things in a risk management sense. Hike
25bps with a circumspect neutral bias that’s data dependent and see what happens. If it's wrong, reverse with little to no damage. If it's the
right course of action, keep going in which case the catch-up pain could be much less later on.

In short, the BoC should not count as highly upon putting all of its eggs in one basket on one single wishful way of thinking about future
inflation risk. A risk management approach that balances the risks in gradualist fashion may be more appropriate this time.

And yes, there would be some damage to the demand side if significant tightening unfolded, yet at present we only have 75bps worth of
hikes. That would merely neutralize the easing of the real policy rate by contrast to the hysteria over hiking by any amount at any time.
Should more tightening than we forecast be required then the entire point of the exercise would

be to constrain demand in the face of what would be upgraded risk to the supply side. Thereisno Chart32

such thing as immaculate disinflation. Therefore, arguing that you can’t hike because you might USMCA Compliance Rate
break a few teacups is as insensible now as it was then. 95 o

There will always be risks—key is to balance them. Trade policy, for instance, is a risk to both %0 L

supply and demand as Governor Macklem has gone to great lengths to emphasize in speech after

speech on trade policy. We remain cautiously optimistic toward trade negotiations around s |

USMCA/CUSMA renewal. An agreement is well within reach. Trump’s falling poll numbers and
rising likelihood that the GOP loses at least one chamber on November 7™ would mean negotiating 80
with the Democrats in a new Congress in January—on Democrats terms, not GOP terms. Getting

an agreement in place before then may matter more to the US than Canada. 75 |

In the meantime, as long as the CUSMA carve-out is maintained, then the high compliance factor Canada Mexico

with almost 90% of exports exempt from tariffs (chart 32) coupled with CAD depreciation from 7O T
. : . i, IR NTIE NI

1.20 USDCAD a few years ago to 1.38 now has meant an improvement in the price competitiveness COSEPEoWOnEecasSacstan oy

o , . . ﬁu_2<(zﬂ <(mOzoﬂu.z<(§ﬂ <mOzQﬂ|_._
of the vast majority of Canada’s exports to the US. The trade shock risks being as overstated as a Sources: Scotiabank Economics, US Census Bureau

macro risk as the mortgage reset narrative.

CENTRAL BANKS—HAWKS AND DOVES Chart 33 Chart 34
Four regional central banks will weigh in with updated Indonesian Rupiah At A Record Low Philippines’ Inflation
decisions this week. . 95 9.7 9.9 0.1 0.3 0.5 0.7 0.9 1I1 1.3 1.5 1I7 2.0 2.2 2.4 2I6 10 ¢ yly % change
Bank Indonesia (Wednesday) is expected to leaveits 2000 Z | Core CPI
policy rate unchanged at 4.75%. Ensuring rupiah 4000 w ; Headline CPI
stability in the face of an import price crunchis likely ..o | 6
to motivate somewhat of a hawkish bias (chart 33). 8000 | 5
Always be very, very careful with this central bank 4
given its strong appetite for springing surprises. 10000 r 3
' ' 12000 | 5
Turkey’s central bank is expected to leave its one- 14000 | 1
week repo rate unchanged at 37% with some
forecasting a 300bps increase (Wednesday). Higher 10000 T 0 © 20 1 2 233 24 25 26
energy prices have posed renewed concern alongside 18000 = USDIDR reverse scale Sources: Scotiabank Economics, Philippine
Sources: Scotiabank Economics, Bloomberg. Statistics Authority.

the falling lira.
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The Philippines’ central bank (Thursday) is expected to hike by 25bps on Thursday. This one’s a Chart 35
little bizarre. They held an emergency meeting in March in order to....do nothing. Well, nothing by Retail Sales Point to Strong
way of concrete action, but the Board warned about upside risks to inflation that are already in Q1 Goods Consumption
motion (chart 34). 8 ralqg%change,  mGDP Household
SAAR Goods Consumption

The Russian central bank closes out the week with an expected 50bps cut to 14.5% on Friday. The  © W Real Retail Sales

central bank’s dovish bias in March faces risk of a hawkish surprise in the face of higher oil prices 4
and inflation risk.

2
GLOBAL MACRO
0
The global line-up of calendar-based macro risks will also include important readings from across
multiple regions. I've tag teamed on this section with my colleague Jay Parmar. 2
Global PMIs 4"
pv&v m&“ P P woﬂﬁ’) WQ’£° wgﬁ’) ”VO'\?’
The preliminary PMI releases across major economies will offer an early read on economic Y P XY F XK
conditions in April, capturing for the second consecutive month the potential fallout from Sources: Scotiabank Economics, Statistics Canada.
heightened tensions in the Middle East.
Chart 36
Australia Japan release on Wednesday night (ET as always) followed by India, the UK, Eurozone US Total Vehicle Sales
and then the US into Thursday morning. 18.0 [ Unitsin millions, SAAR
175
March'’s PMI data pointed to a sharp global slowdown, alongside a renewed intensification of price 0 |
pressures—broadly in line with market expectations. 16‘5 |
April’s data will therefore be important in shaping views on near-term momentum, helping to clarify 16.0 |
whether the slowdown is deepening or whether activity is stabilising at weaker levels for now. As 155 1
with previous releases, the key areas to watch will be the various price-pressure components, as well 150
as qualitative commentary from firms and purchasing managers, which should shed light on 4.5
supply-chain disruptions, cost pass-through dynamics, and overall business sentiment. 14.0
135
Tracking a Canadian Consumer Rebound 13.0
. . . . .  RNRISIIIINILONRLLS
Canadian retail sales for the month of February and the preliminary estimate for March will be At ldot b At Lt bhL Lt Od
. : . : . PI32082332582<233048¢
released on Friday. Statcan had previously guided that February’s nominal sales were tracking a Sources: Scotiabank Economics, Wards.
gain of almost 1% m/m SA. That may be revised, which isn’t uncommon, and required details like
volumes versus prices and sector breakdowns will be offered. March is a bit of a wildcard and only ~ Chart37
the headline preliminary estimate will be offered. Markets Trying To Get Ahead of BoE
4

. . . . . [ # of rate hike or cuts by year end
Q1is tracking the fastest growth in retail sales volumes since 2024H2 (chart 35). That’s based on

the Q4 average, the surge in January and our estimate of the volume portion of the preliminary 3
guidance for February’s sales while holding March unchanged to focus the math on what is known. )
We’'ll learn more this week, but this measure correlates very strongly with goods spending by

consumers within the GDP accounts that is also shown in the chart. 1

Yet it also fits into a picture in which Q1 GDP may be tracking as high as about 2% q/q SAAR. That’s o
based upon monthly GDP up to January, an estimate for February based on Statcan’s preliminary

guidance and our tracking, and little assumed growth in March. The estimate uses monthly GDP on
a production basis versus the convention—such as the BoC'’s forecasts—to use expenditure-based .;
GDP. The latter would also consider a potential rebound from the massive drag on Q4 GDP from
inventory depletion that knocked a weighted 4+ percentage points off of Q4/Q3 GDP growth.

Jan Feb Mar Apr

. Sources: Scotiabank Economics, Bloomberg.
US Consumers Probably Came on Strong in March &

Tuesday’s update on retail sales during March is expected to post a strong gain of over 1% m/m in nominal terms and my estimate is 2%.
Higher auto sales (chart 36) and gasoline prices plus a more moderate gain in sales excluding those categories are the drivers.
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A wave of earnings reports pivots toward greater breadth compared to the first week’s focus upon financials. Pending home sales and
jobless claims offer otherwise light risk.

UK's Inflation and Jobs

Bank of England (BoE) watchers will be closely monitoring the upcoming labour market, wage, and inflation data releases scheduled for
Tuesday and Wednesday, respectively.

These updates will matter again—particularly for markets attempting to front-run the central bank on the number of rate hikes expected
this year (chart 37). Before turning to the data, however, a key point to note is the ongoing deterioration in the quality of UK labour market
statistics. The ONS continues to face challenges with response rates and sample representativeness, and plans to repair the data and
complete the transition to the Transformed Labour Force Survey (LFS) have been further delayed, now pushed back to 2027.

After starting the year with consecutive but modest job gains in UK payroll employment, consensus expectations point to low single-digit
growth in March, with the unemployment rate seen holding steady at 5.2%. While it is still early, the Bank of England will be keen to assess
whether any signs of damage are emerging in the labour market, particularly given the data quality caveats.

The key focus, however, will be wages. Earnings growth was flat in February, yet at the March meeting the BoE revised up its projection for
private-sector wage settlements in 2026 from 3.4% to 3.6%, while explicitly warning about the risk of second-round wage effects. This
places added importance on the upcoming wage data despite measurement uncertainty.

On inflation, headline CPl is expected to jump sharply (+0.6% m/m), largely reflecting higher energy prices. That said, the Bank of England’s
focus will be firmly on core CPl and services CPIl, where pass-through effects from energy costs are more likely to become entrenched.
Consensus expectations are for both measures to remain elevated, broadly in line with February levels.

Overall, the Bank of England is likely to hold policy unchanged in April, in line with the Governor’s recent guidance emphasizing caution and
a reluctance to form strong judgments amid significant uncertainty around pass-through effects to the broader economy. As such,
policymakers will treat these releases as an initial snapshot rather than a decisive signal, using the data to begin assessing the extent of any
economic damage already incurred and to evaluate whether second-round effects—particularly through wages and services inflation—are
starting to gain traction.

The UK week wraps up with Friday’s retail sales Chart 38
volumes during March. Total sales are projected to be Other Global Macro Indicators (April 20th - April 24th)
flat to lower over February as higher prices crimp us CA CPI Other Macro
. M
spending. Monday
CPI Nz
Lightin LatAm BoC Surveys
. . . . . Tuesd.

The line-up for this week will be very light. Colombia E—
and Mexico refresh monthly GDP proxies for way back Retail Sales UK Job & Wages

Business Inventories EC ZEW Survey
in February on Monday and Friday respectively. Pending Home Sales GE ZEW Survey
Mexico also updates retail sales during February N Trade
(Thursday), bi-weekly CPI (Thursday) and the Wednesday
unemployment rate in March (Friday). MBA Mort. App. UK EC Consumer Confidence

SK Consumer Confidence, Q1 GDP
Asia-Pacific Inflation JN PMI
Thursday

Kiwi inflation probably accelerated in Q1 with the oil

Claims IPPI S| MX Retail Sales
surge that was back-end loaded to the end of the Raw Materials Price Ind HK FR PMI
quarter. CPl on Monday evening (ET) is expected to jump JN GE PMI
by 0.8% q/q SA nonannualized but key will be the LEJE Em:
breakdown of tradeable and non tradeable components. o

riga
Japanese CPI (Tuesday) is likely to just follow the Retail Sales MX UR
previously released Tokyo gauge higher toward 1.4% UK Retail Sales
GE IFO Survey

y/y on Thursday.

Sources: Scotiabank Economics, Bloomberg.

Chart 38 provides the customary line-up by day.
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Key Indicators for the week of April 20 - 24

NORTH AMERICA

Country Date Time Indicator Period BNS Consensus Latest
CA 04-20 08:30 Core CPI - Median (y/y) Mar - 2.4 23
CA 04-20 08:30 Core CPI - Trim (y/y) Mar - 2.3 23
CA 04-20 08:30 CPI, All items (m/m) Mar 0.9 1.1 0.5
CA 04-20 08:30 CPI, All items (yly) Mar 2.4 2.6 1.8
CA 04-20 08:30 CPI, All items (index) Mar - 167.7 165.9
CA 04-20 10:30 Business Outlook Future Sales 1Q - - 13.0
CA 04-20 08:30 Core CPI - Common (yly) Mar -- -- 2.4
CA 04-20 08:30 CPI SA, All items (m/m) Mar - - 0.1
us 04-21 08:30 Retail Sales (m/m) Mar 2.0 1.3 0.6
us 04-21 08:30 Retail Sales ex. Autos (m/m) Mar 1.5 1.3 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 -- 0.8 1.8
us 04-22 07:00 MBA Mortgage Applications (w/w) Apr 17 -- -- 1.8
MX 04-23 08:00 Bi-Weekly Core CPI (% change) Apr 15 -- -- 0.2
MX 04-23 08:00 Bi-Weekly CPI (% change) Apr 15 - - 0.1
MX 04-23 08:00 Retail Sales (INEGI) (yly) Feb - - 5.0
CA 04-23 08:30 IPPI (m/m) Mar - - 0.4
CA 04-23 08:30 Raw Materials Price Index (m/m) Mar - - 0.6
us 04-23 08:30 Initial Jobless Claims (000s) Apr 18 215 210.0 207.0
us 04-23 08:30 Continuing Claims (000s) Apr 11 1820 - 1818.0
MX 04-24 08:00 Global Economic Indicator IGAE (yly) Feb -- -- -0.3
MX 04-24 08:00 Unemployment Rate (%) Mar -- -- 26
CA 04-24 08:30 Retail Sales (m/m) Feb 0.9 0.9 1.1
CA 04-24 08:30 Retail Sales ex. Autos (m/m) Feb -- 0.8 0.8
us 04-24 10:00 U. of Michigan Consumer Sentiment Apr F -- 48.0 47.6

EUROPE

Country Date Time Indicator Period Consensus Latest
GE 04-20 02:00 Producer Prices (m/m) Mar 1.3 -0.5
UK 04-21 02:00 Average Weekly Earnings (3-month, y/y) Feb 3.6 3.9
UK 04-21 02:00 Employment Change (3M/3M, 000s) Feb 35.0 84.0
UK 04-21 02:00 Jobless Claims Change (000s) Mar -- 24.7
UK 04-21 02:00 ILO Unemployment Rate (%) Feb 5.2 5.2
EC 04-21 05:00 ZEW Survey (Economic Sentiment) Apr -- -8.5
GE 04-21 05:00 ZEW Survey (Current Situation) Apr -71.2 -62.9
GE 04-21 05:00 ZEW Survey (Economic Sentiment) Apr -5.0 -0.5
UK 04-22 02:00 CPI (m/m) Mar 0.6 0.4
UK 04-22 02:00 CPI (yly) Mar 3.3 3.0
UK 04-22 02:00 RPI (m/m) Mar 0.6 0.4
UK 04-22 02:00 RPI (yly) Mar 3.9 3.6
TU 04-22 07:00 Benchmark Repo Rate (%) Apr 22 37.00 37.00
EC 04-22 10:00 Consumer Confidence Apr P -17.0 -16.3
UK 04-23 02:00 PSNB ex. Interventions (£ bn) Mar -- 14.3
UK 04-23 02:00 Public Finances (PSNCR) (£ bn) Mar - 7.6
UK 04-23 02:00 Public Sector Net Borrowing (£ bn) Mar 10.4 14.3
FR 04-23 03:15 Manufacturing PMI Apr P 49.6 50.0
FR 04-23 03:15 Services PMI Apr P 48.5 48.8
GE 04-23 03:30 Manufacturing PMI Apr P 51.1 52.2
GE 04-23 03:30 Services PMI Apr P 50.4 50.9
EC 04-23 04:00 Composite PMI Apr P 50.1 50.7
EC 04-23 04:00 Manufacturing PMI Apr P 50.6 51.6
EC 04-23 04:00 Services PMI Apr P 49.8 50.2
UK 04-23 04:30 Manufacturing PMI Apr P 50.2 51.0
UK 04-23 04:30 Services PMI Apr P 50.0 50.5

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of April 20 - 24

EURORPE (continued from previous page)

Country Date Time Indicator
UK 04-23 19:01 GfK Consumer Confidence Survey
UK 04-24 02:00 Retail Sales ex. Auto Fuel (m/m)
UK 04-24 02:00 Retail Sales with Auto Fuel (m/m)
GE 04-24 04:00 IFO Business Climate Survey
GE 04-24 04:00 IFO Current Assessment Survey
GE 04-24 04:00 IFO Expectations Survey
RU 04-24 06:30 One-Week Auction Rate (%)
ASIA PACIFIC
Country Date Time Indicator
NZ 04-19 18:45 Trade Balance (NZD mn)
NZ 04-19 18:45 Exports (NZD bn)
NZ 04-19 18:45 Imports (NZD bn)
CH 04-19 21:00 PBoC Loan Prime Rate 1-Year (%)
MA 04-20 00:00 Exports (yly)
MA 04-20 00:00 Imports (y/y)
MA 04-20 00:00 Trade Balance (MYR bn)
JN 04-20 00:30 Tertiary Industry Index (m/m)
NZ 04-20 18:45 Consumer Prices (g/q)
NZ 04-20 18:45 Consumer Prices (yly)
PH 04-20 Balance of Payments (US$ mn)
TA 04-21 04:00 Export Orders (y/y)
SK 04-21 17:00 PPI (yly)
JN 04-21 19:50 Merchandise Trade Balance (¥ bn)
JN 04-21 19:50 Adjusted Merchandise Trade Balance (¥ bn)
JN 04-21 19:50 Merchandise Trade Exports (y/y)
JN 04-21 19:50 Merchandise Trade Imports (y/y)
TH 04-21 Customs Exports (y/y)
TH 04-21 Customs Imports (yly)
TH 04-21 Customs Trade Balance (US$ mn)
MA 04-22 03:00 Foreign Reserves (US$ bn)
ID 04-22 03:20 Bl 7-Day Reverse Repo Rate (%)
SK 04-22 17:00 Consumer Confidence Index
SK 04-22 19:00 GDP (qg/q)
SK 04-22 19:00 GDP (yly)
JN 04-22 20:30 Markit/JMMA Manufacturing PMI
Si 04-23 01:00 CPI (m/m)
Si 04-23 01:00 CPI (yly)
PH 04-23 02:30 Overnight Borrowing Rate (%)
TA 04-23 04:00 Industrial Production (y/y)
TA 04-23 04:00 Unemployment Rate (%)
HK 04-23 04:30 CPI (yly)
HK 04-23 04:30 Unemployment Rate (%)
JN 04-23 19:30 National CPI (yly)
PH 04-23 Budget Deficit/Surplus (PHP bn)
JN 04-24 Coincident Index ClI
JN 04-24 Leading Index ClI
JN 04-24 New Composite Leading Economic Index

LATIN AMERICA

Country Date Time Indicator
CcO 04-21 11:00 Trade Balance (US$ mn)
Bz 04-24 07:30 Current Account (US$ mn)

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.

April 17, 2026

Period Consensus Latest
Apr -25.0 -21.0
Mar -0.1 -0.4
Mar -0.2 -0.4
Apr 85.5 86.4
Apr 86.2 86.7
Apr 85.5 86.0

Apr 24 14.50 15.00

Period Consensus Latest
Mar - -257.5
Mar -- 6633.1
Mar -- 6890.6

Apr 20 3.0 3.0
Mar 13.9 10.8
Mar 13.0 8.2
Mar 26.1 16.7
Feb -0.5 1.7
1Q 0.8 0.6
1Q 29 3.1
Mar -- -2277.0
Mar 42.0 23.8
Mar - 2.4
Mar 1058.2 44.3
Mar 200.0 -374.2
Mar 11.0 4.0
Mar 7.0 10.3
Mar 12.0 9.9
Mar 20.6 31.8
Mar -1475.0 -2833.6

Apr 15 -- 126.6

Apr 22 4.75 4.75
Apr -- 107.0
1QA 0.9 -0.2
1QA 2.6 1.6

Apr P -- 51.6
Mar 0.5 0.6
Mar 1.8 1.2

Apr 23 4.50 4.25
Mar 25.3 17.8
Mar 3.3 3.3
Mar 1.9 1.7
Mar - 3.8
Mar 1.4 1.3
Mar - -171.2

Feb F -- 116.3
Feb F -- 1124
Feb F -- 112.4

Period BNS Consensus Latest
Feb -- -- -1328.8
Mar -- -- -5613.8

Global Economics
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Global Auctions for the week of April 20 - 24

NORTH AMERICA

Country Date Time Event
CA 04-22 12:00 Canada to Sell 10 Year Bonds
us 04-22 13:00 U.S. To Sell USD13 Bin 20-Year Bond Reopening
us 04-23 13:00 U.S. To Sell USD26 BIn 5-Year TIPS

EUROPE

Country Date Time Event

UK 04-21 05:00 UK to Sell GBP5 Billion of 4% 2029 Bonds
GE 04-21 05:30 Germany to Sell EU6 Billion of 2028 Bonds
Fl 04-21 06:00 Finland to Sell Bonds

DE 04-22 04:15 Denmark to Sell Bonds

SW 04-22 05:00 Sweden to Sell Bonds

GE 04-22 05:30 Germany to Sell Bonds

IT 04-24 05:00 ltaly to Sell I/L Bonds

ASIA PACIFIC

Country Date Time Event
CH 04-21 22:35 China To Sell 10-Year Additional Bonds
CH 04-21 23:35 China to Sell 90 Billion Yuan 1.75% 2036 Bonds
CH 04-21 23:35 China to Sell 5 Billion Yuan 1.38% 2028 Bonds
CH 04-21 23:35 China to Sell 5 Billion Yuan 1.4% 2029 Bonds
CH 04-21 23:35 China to Sell 4.5 Billion Yuan 1.57% 2031 Bonds
CH 04-23 22:35 China To Sell 1-Year New Bonds

LATIN AMERICA

Country Date Time Event
No Scheduled Auctions

Sources: Bloomberg, Scotiabank Economics.
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Events for the week of April 20 - 24

NORTH AMERICA

Country Date Time Event
CA 04-20 11:30 BoC Business Outlook Future Sales

EUROPE

Country Date Time Event
EC 04-21 02:30 ECB's Nagel Speaks in Rome
EC 04-21 03:30 ECB's Kocher Speaks in Vienna
SZ 04-21 12:15 SNB's Tschudin Speaks in Thurgau
EC 04-22 06:00 Bundesbank Monthly Report
EC 04-22 11:10 ECB's Sleijpen Speaks in Amsterdam
EC 04-22 13:00 ECB's Nagel Speaks in Brussels
EC 04-22 13:30 ECB's Lagarde Speaks in London
Sz 04-23 01:15 SNB Publishes 1Q Results
EC 04-23 11:00 ECB's Nagel Speaks in Frankfurt
Sz 04-24 04:00 SNB's Schlegel, Janon Steiner Speak at AGM in Bern

ASIA PACIFIC

Country Date Time Event
CH 04-19 21:00 5-Year Loan Prime Rate
CH 04-19 21:00 1-Year Loan Prime Rate
ID 04-22 03:20 Bl-Rate
PH 04-23 02:30 BSP Overnight Borrowing Rate
PH 04-23 02:30 BSP Standing Overnight Deposit Facility Rate
Kz 04-24 03:00 Key Rate

LATIN AMERICA

Country Date Time Event
UR 04-21 Monetary Policy Rate
PY 04-21 Monetary Policy Rate

Sources: Bloomberg, Scotiabank Economics.
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Global Central Bank Watch

NORTH AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada — Overnight Target Rate 2.25 April 29,2026 225 225
Federal Reserve — Federal Funds Target Rate 3.75 April 29,2026 3.75 3.75
Banco de México — Overnight Rate 6.75 May 7, 2026 6.75 6.75

Bank of Canada: The Bank of Canada is scheduled to release its Q1-2026 Business Outlook Survey and Canadian Survey of Consumer Expectations on Monday at
11:30 am EST.

EUROPE

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank — Refinancing Rate 215 April 30, 2026 215 215
European Central Bank — Marginal Lending Facility Rate 2.40 April 30, 2026 2.40 2.40
European Central Bank — Deposit Facility Rate 2.00 April 30, 2026 2.00 2.00
Bank of England — Bank Rate 3.75 April 30, 2026 3.75 3.75
Swiss National Bank - Sight Deposit Rate 0.00 June 18,2026 0.00 0.00
Central Bank of Russia — One-Week Auction Rate 15.00 April 24,2026 14.50 14.50
Sweden Riksbank — Repo Rate 175 May 7,2026 1.75 175
Norges Bank — Deposit Rate 4.00 May 7,2026 4.00 4.00
Central Bank of Turkey — Benchmark Repo Rate 37.00 April 22,2026 37.00 37.00

Central Bank of Russia: The Central Bank of Russia’s decision on Friday is finely balanced between a rate cut and a hold after seven consecutive cuts. Following a
50bp cut in March, the bank signaled openness to further easing but cautioned that higher energy prices could limit the scope for cuts. While inflation continues to
moderate, elevated inflation expectations keep the outlook uncertain. Central Bank of Turkey: The Central Bank of Turkey is expected keep its benchmark repo rate
unchanged at 37% on Wednesday for a second consecutive meeting, following five straight cuts earlier. While the bank had been on track to continue easing policy
prior to conflict, it has signaled readiness to pivot back toward tightening should the inflation outlook deteriorate. Rising global energy prices and renewed
depreciation of the lira pose upside risks to inflation, given Turkey's heavy reliance on imported energy. While the earliest inflation report has not yet shown signs of
clear deterioration, household inflation expectations have moved up a percentage point. Hence, the bank is likely to remain vigilant, closely monitoring incoming data
and the persistence of elevated global oil prices.

ASIA PACIFIC

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan — Policy Rate 0.75 April 28,2026 1.00 1.00
Reserve Bank of Australia — Cash Rate Target 4.10 May 5, 2026 4.10 4.0
Reserve Bank of New Zealand — Cash Rate 2.25 May 26, 2026 2.25 2.25
People's Bank of China — 7-Day Reverse Repo Rate 1.40 TBA 1.40 1.40
Reserve Bank of India — Repo Rate 5.25 June 5,2026 5.25 5.25
Bank of Korea — Base Rate 2.50 May 28, 2026 2.50 2.50
Bank of Thailand — Repo Rate 1.00 April 29,2026 1.00 1.00
Bank Negara Malaysia — Overnight Policy Rate 2.75 May 7,2026 2.75 2.75
Bank Indonesia — Bl-Rate 475 April 22,2026 4.75 4.75
Central Bank of Philippines — Overnight Borrowing Rate 4.25 April 23,2026 4.50 450

Bank Indonesia: After removing its easing bias at the March meeting, Bl has shifted from signaling room for further rate cuts to a more explicit “on-hold” stance. Bl is
widely expected to keep its policy rate unchanged at 4.75% on Wednesday. Despite its continued commitment to maintaining rupiah stability, the currency has
weakened further since the last meeting, touching levels last seen during the Asian Financial Crisis. Against this backdrop, Bl is likely to adopt a slightly more hawkish
tone and reiterate — or even strengthen — the message recently delivered by the Governor during his parliamentary appearance: “While we are maintaining the Bl
rate, the room for future rate cuts is narrowing.” On inflation, headline inflation has picked up, driven largely by higher energy prices, while core inflation remains
contained and close to target. Central Bank of Philippines: The Central Bank of Philippines meeting on Thursday is expected to be a closely watched event, with
consensus split between a 25bps rate hike and leaving the overnight borrowing rate unchanged at 4.25%, following an unscheduled meeting in March that
underscored its vigilance toward rising upside inflation risks. No policy rate changes were announced at that meeting. However, after a 25bps cut in February, the BSP
flagged in March that higher global oil and commodity prices could push inflation above the 2-4% target range in 2026. The Board also noted that these upside risks
are largely supply-driven, limiting the effectiveness of monetary policy, while further tightening could hinder the still-fragile recovery. As such, the BSP is likely to
remain on hold, closely monitoring inflation and growth dynamics while watching for potential second-round effects. However, recent Business World report citing
Governor Eli Remolona noted that "there's room to tighten, especially because the concern about growth is not as big as before", thereby sparking rate hike
expectations.

LATIN AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil — Selic Rate 14.75 April 29,2026 14.50 14.50

Banco Central de Chile — Overnight Rate 4.50 April 28,2026 4.50 4.50

Banco de la Republica de Colombia — Lending Rate 11.25 April 30, 2026 11.25 11.25

Banco Central de Reserva del Pert — Reference Rate 425 May 14,2026 4.25 4.25
AFRICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts

South African Reserve Bank — Repo Rate 6.75 May 28, 2026 6.75 6.75

Sources: Bloomberg, Scotiabank Economics.
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