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Double Jeopardy

This could be a week to remember for economics and markets junkies. It will bring out a combination of central bank decisions (BoC, BoK), in-
depth Congressional testimony from Chair Warsh, the unofficial start of the US earnings season with a focus upon US financials, potentially
further turmoil in the Middle East, and quite a few top shelf readings like US CPI and retail sales, Chinese GDP, and a wave of UK releases among
others. Peak days for market risks will be Tuesday and Wednesday. Let’s get right to it with a full BoC preview and an explanation of why | think
it could be policy error should Chair Warsh more openly signal appetite for tighter monetary policy that could wind up putting the Federal
Reserve back on trial with renewed challenges to its independence while imperiling its work on taskforces.

BANK OF CANADA—ENJOY YOUR SUMMER

It will be the full deal being delivered by the Bank of Canada on Wednesday morning. The policy statement and Governor Macklem’s
opening written remarks to his press conference arrive at 9:45amET along with the Monetary Policy Report including fresh forecasts. That
will be followed by the press conference at 10:30amET for around 45 minutes or so, plus customary media interviews later on.

No policy changes are expected at this time. The policy rate is widely expected to remain unchanged at 2.25%. Forward guidance will
probably be the usual blend of caginess marked by a blend of monitoring data, the war with Iran and commodity effects, trade negotiations
etc. No changes to balance sheet plans are expected but perhaps we’ll hear more about Macklem’s recent ‘steady state’ remark.

Scotiabank Economics continues to project 75bps  Chart1 Chart 2
of rate hikes beginning in Q4 into Q1. We continue BoC Real Policy Rate Using 2026 OSFI Lowers Domestic Stability Buffer
to believe growth is rebounding, pre-war inflation 55c°t'aba“k Economics Inflation Forecast 45 % of total risk-weighted assets
drivers will flow through as Canada continues to T _ 40 | . -
Scotiabank H [}
emerge from winter’s inflation soft patch, and off- | Economics 35 L 0 !
peak but still higher commodity prices than earlier in 30 L |
the year flow through the economy and inflation. It's 55 [
. . . 25 |
also my continued belief that trade negotiations are
an overstated threat. 00 T 207
. . . 15 b
And yet key points on policy changes remain
focused upon a) passive easing via allowing the real | 10 DSB Level
I | h 1 b) fi | l e e e e-- Range - Lower Limit
policy rate to plunge (chart 1), b) fiscal policy easing ;[ os r  ____. Range - Upper Limit
with more ahead into a Fall budget, and c) AOEHNCNNANSARERRE8E oo S
I . , FeEEr53Y353858858553 9 20 21 2 23 24 25 26
regulatory easing including OSFI's recently BPsa23°ZR0288¢=2235 1 2 . 4 25
Sources: Scotiabank Economics, Bloomberg. Sources: Scotiabank Economics, OSFI.

announced reduction of capital requirements for
banks (chart 2) that we figure was equivalent to about a quarter-point cut to the nominal policy rate.

Expected Statement Changes

Statements when new MPRs get delivered usually entail a full re-write relative to non-MPR statements like June’s. They are heavier on
forecast updates and language which I'll address in the next section.

There will be a few things to nevertheless watch for in the statement. They'll signal lower energy prices this time, but presumably with
caution given that the US-Iran MOU is on the thinnest of ice and given continental supply and demand imbalances in areas like gasoline and
derivative markets.

They’ll probably continue to describe the US economy as “solid” but | think that’s an overstatement as argued elsewhere in this note.

They might argue that financial conditions have loosened further, given currency weakening since the June statement, given a flat 2-year
GoC yield, and given gains in the local TSX stock market since June 10™".

They may pivot toward flagging the Q2 economic rebound in the statement while repeating that the economy remains in excess supply,
albeit small in my view.

They will probably flag higher CPl inflation given that the April MPR said they expected inflation to peak at 3% y/y and yet it popped higher
to 3.2% in May with June’s reading pending the week after the BoC’'s communications.

Global Economics 2
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The BoC may acknowledge the move higher in measures of inflation expectations contained within its Q2 surveys but may not if it chooses

to flag them as stale on arrival.

Ultimately, the key will be the likely repetition of the chart3

line that says “we stand ready to respond” to
bidirectional risks and that the BoC “is continuing to 25
look through the war’s near-term impact on
headline inflation, but will not let higher energy
prices become persistent inflation.”

The latter line will buy them a hold through to
September by which point we’ll have a lot more

information at hand.

0.5
Forecast Changes—H1 GDP on Track, Inflation Up?

The BoC may need to revise down its 2026 GDP 0.0

growth forecast in marked-to-market fashion after
Q1 GDP disappointed at -0.1% q/q SAAR versus the
BoC'’s 1.5%. A partial offset may be to revise up its

prior 1.5% forecast for Q2 as we're tracking over 2%

Sources: Scotiabank Economics, Bank of Canada
Monetary Policy Report - Apr 2026.
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growth. Chart 3 compares our current forecast to Chart 5 Chart6
the BoC’s April projection. The BoC has previously Global Shipping Costs Refining Margin Offsetting Federal
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adapted its messaging following the Q1 Index ! o 60  cents perlitre, P cents perlitre, 4 70
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compares our current inflation forecast to the 1,000 2000 40 -
BoC’s April MPR projections. Key may be if they 41 20
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agree with our 2027 vn-ew that remains in line with 19 20 21 22 23 24 25 26 \ e
the BoC’s April projection. Two things to note Shanghai Containerized Freight Index (LHS) 30 r —T 5

include rising supply chain pressures manifest
through shipping costs (chart 5) and that the fuel
excise tax suspension is being absorbed in refiners’
margins and not passing through to consumers

Sources: Scotiabank Economics, Drewry World
Container Index, Shanghai Shipping Exchange.

WCI Composite Rate (RHS)

Chart7 Cha
(chart 6).
WTI Futures
Developments in the Middle East suggest that it 105 USD/bbl 700
would be highly premature to declare risks to energy 100 650
Apr. 22nd

and broader commodity markets to have

95

600

16 17 18 19 20 21 22 23 24 25 26
Taxes (LHS) Refining Margin (RHS)

Sources: Scotiabank Economics, GoC.

rt8

BoC's Ex Energy Commodities Index

r Index

diminished sustainably. 0
a5 550 |
Recall, however, that a missing ingredient to the 80 500
ability to evaluate their forecasts for growth and 75 450
inflation relative to ours is their unknown rate path 70
. . - 400 |
since the BoC does not provide explicit forward rate 65
guidance. 60 350
. . . . 55 300
There will be several newer pieces of information for
. . . . 250 ——————
the BoC to incorporate relative to its April forecasts. © B 14 16 18 20 2 24 6
Sources: Scotiabank Economics, Bloomberg. Sources: Scotiabank Economics, BoC.
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Spot oil prices have dropped from about $100/barrel Chart9 Chart 10

at the time of the April MPR to about $30 less now, Impact on PDI During Oil Shocks BoC Inflation Forecasts

but futures prices are only a little lower to what the 108 rHousehold Disposable Income less energy *, 9 r yly%change

. . Index 100 at 't'

April MPR had assumed by way of expectations for 106 8 “

WTI to “settle around US$75 by mid-2027.” Atthe 104 } 7 L Actual inflation

time of writing, the futures curve is only slightly lower 4, | 6 |

by about $5-8/barrel relative to their April 100 | s |

assumptions on the forward path (chart 7). Also of 4 ~ MPR headline

. . . - inflation forecasts
note is that commodity prices ex-energy have come
. . . 9 | 3
off the peak but remain materially higher than year- 1990 R
94
end (chart 8). o | ——1999-2000 ; Apr 2026
. —2021-22 MPR
How the BoC plays the commodity story has so far 90 o A
been rather different under Governor Macklem than 3 t2 1t 1 42 t+3

prior BoC regimes. Macklem has emphasized harm to
the consumer from high commodities despite

evidence that household incomes tend to hold up Chart 11
rather nicely in Canada when commodity prices rise

(chart 9). He has so far placed little emphasis upon the 5.0
terms of trade argument in that higher commodity 45 |
prices drive more imported income into Canada that ,

trickles down into improved fiscal balances, .

household incomes and corporate profits that in turn
. . . 3.0
can drive faster economic growth. This style could
reflect his dovish instincts as recognized by many
European and Asian clients with whom | have met in
Spring marketing and it’s not just him. Chart 10 shows

that the BoC has a serial pattern of blowing its

inflation forecasts by missing inflection points and 05

* Electricity, gas, and fuel spending.
Sources: Scotiabank Economics, Statistics Canada.
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chasing numbers higher over a long period of time. Or, 23
Macklem could be acting patiently as former Governor

Poloz did under different circumstances when he said

nothing about tumbling oil prices over 2024H2 and then suddenly cut in January.
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Sources: Scotiabank Economics, Statistics Canada.
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Sources: Scotiabank Economics, Bank of Canada.

The BoC has yet to incorporate the Spring Economic Update that had applied extra stimulus. We expect this to marginally raise growth in

2026Q2 through 2027 compared to their April forecasts.

On data, apart from GDP, the BoC may be a little more positive on the job market given recent gains (recap here). On inflation, it has a

choice. The least preferred choice would be to cite how trimmed mean and weighted median CPI are averaging just above 2% y/y which is

what they are likely to do. | say least preferred because they are calculated on a compounded, weighted basis using m/m rolling
contributions to the y/y rate which, in plain English, means they can be very slow moving and not representative of recent price pressures.
The preferred choice would be to flag the evidence that Canada is leaving the inflation soft patch with accelerating m/m annualized
readings (chart 11) and that consumers’ inflation expectations are above the top end of the BoC'’s inflation target range across all horizons

(chart 12).

On external developments, at the time of the April decision, USDCAD was trading at just under 1.36 versus the 1.41-42 range now. Part of

the reason has been the shift in pricing toward tightening by the Federal Reserve, howsoever correct it may or may not be.

And on that latter count, the BoC is at the widest on the policy rate differential relative to the Federal Reserve. Should the Federal Reserve

truly hike, then the BoC may come under greater pressure to follow and also join a growing chorus of tightening central banks around the

world.

Global Economics
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Balance Sheet—Define ‘Steady State’
No changes are expected in terms of balance sheet plans. The BoC typically says it will advise Chart13
ahead of time should it plan to make changes. Tactical changes arrive in market notices. Updates BoC's Total Assets
and bigger plans get communicated through more formal speeches and typically from Deputy
. . o 30  %of NGDP
Governor Gravelle who heads the financial markets division. He may be overdue for such a Forecast

speech, but | would watch for communications to arrive perhaps as soon as later in the year or 25
into 2027. i
20 !
Chart 13 shows balance sheet asset projections. The BoC has previously guided that it may return
to gross purchases of Government of Canada bonds in 2027 after it ceased allowing the balance ™
sheet to shrink primarily through repo as its late-2025 notice of intention to buy bills has been 10
small potatoes thus far. S
5

The path to a post-QE, normalized balance sheet has the BoC pursuing two goals. One is that it is

targeting interest-bearing assets (repo and bills) to equal interest-bearing liabilities (settlement 0 — T T

. o . o . 19 20 21 22 23 24 25 26 27 28 29 30
balances). The other is that it wishes to have GoC bond holdings equal currency in circulation. ) i
Sources: Scotiabank Economics, Bank of Canada,

They remain some distance from achieving either of those goals and so perhaps Governor Statistics Canada.
Macklem could clarify his comment at the ECB’s Chart 14 Chart 15
Sintra forum that the balance sheet has returned to US CPI Rent vs Zillow US Domestic Airfare Trend
a steady state. As maturing GoC bonds continueto 18 yly % change 410 [ average flight prices, $
drop off while currency in circulation continuesto 45 | Zil 2026 Ave

- . illow (lagged-12 390 | e 2025 Avg
grow, my projections don’t point to gross bond months)

. : 4 US CPI Rent of
purchases until well into 2027. Primary Residence 370
2t

US CPI—WATCH SUPER-SUPERCORE! o | 350
By Wednesday, markets will have enoughtogobyto g | 130
estimate the Fed’s traditionally preferred PCE 6 L
inflation gauge that itself won’t come out until July 310
30" —the day after the FOMC’s decisions. CPl on 590
Tuesday and select components from producer 2r
prices on Wednesday will serve as input. As crazyas 0 ——r—7—7+—7+T7 7117177 270 T T T T T
. . ) 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 Jan  Feb Mar  Apr May  Jun
it may sound, the communicated hlgh degree of Sources: Scotiabank Economics, BLS, Zillow. Sources: Scotiabank Economics, Kayak.

data dependency could mean that the readings will
influence the bias though probably not the actual decision later this month.

Total CPl is expected to be little changed (0.1% m/m SA) with core CPI excluding food and energy up 0.3% m/m SA. June is normally a
seasonal up-month for unadjusted prices but there isn’t a clear seasonal adjustment factor bias as exists in some other months. I'm
expecting core goods prices (ex-food and energy) to rebound alongside a quicker pace for core services inflation. Housing inflation may
subside (chart 14).

Be careful with changes in categories like airfare, lodging, food away from home etc that may reflect a World Cup bias, although we didn’t
see much if any of that in payrolls and airfare looks to be easing (chart 15). Core services inflation (ex-housing and energy related services)
may accelerate because of this point. It may be important to remove such influences in a form of super-supercore.

Producer prices are expected to slip by -0.1% m/m SA with core producer prices excluding energy and food up 0.3% m/m SA. Key among
the drivers will be what happens to the categories that flow into PCE inflation. I’'m expecting less of an effect through this channel than the
prior month when portfolio management and investment advice fees jumped by 5% m/m toward the end of tax season, and when airline
passenger services jumped by 2.5% m/m.

As argued in the section on Warsh'’s testimony, the central tendency measures of price changes will be key and could remove one-offs like
World Cup influences. The Cleveland Fed’s trimmed mean CPI will be updated shortly after CPl is released.

Global Economics 5
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US EARNINGS SEASON—BIG BANKS KICK IT OFF

The Q2 earnings season commences in earnest this week. About 30 S&P500 firms will release Chart 16

starting with the usual focus upon financials. US Banks' Q2 Earnings

7 $, Adj. EPS
Tuesday will be the big bang with several key financials reporting just ahead of US CPI and Chair !
Warsh’s testimony. Goldman, BofA, JP Morgan, Citigroup and Wells Fargo kick it off. Wednesday 6 ® Actual - 2025Q2
then brings out Blackrock, Morgan Stanley, and BoNYM. A few other names over the rest of the !

5 F M Estimates- 2026Q2

week will include GE (Thursday) and Netflix (Thursday). Watch for discussion around regulatory
changes like the Fed’s relaxation of capital rules in March. Guidance on tariff refunds will have to 4
wait until nonfinancials begin to take over as earnings season progresses.

3
Chart 16 depicts analysts’ consensus expectations for EPS compared to the same quarter a year 5
ago since earnings are not seasonally adjusted.

]
WARSH RETURNS TO CONGRESS—AND WHY HIKING COULD BE POLICY ERROR

0

BofA

JP Morgan Citigroup
Chase

Wells
Fargo

BoNYM Morgan

Federal Reserve Chair Warsh returns to the Senate this time not seeking approval but to explain ey

his views and address their questioning in the role as Chair. The semi-annual testimony on
monetary policy starts before the House Financial Services Committee on Tuesday (10amET) and
will then be followed by a repeat performance before the Senate Banking Committee at the same time the next morning. Each occasion will
be preceded by the formal written remarks before the banter begins.

Sources: Scotiabank Economics. Bloomberg.

I'll use this as an opportunity to share my own personal views on how Fed policy may—and should—evolve. I'm deeply sceptical toward the
need to tighten US monetary policy and think that should the Committee elect to do so, then it could be policy error which could be a rather
unfavourable opening act for the new Chair.

Bygones be Bygones

For starters, it’s unclear what Chair Warsh is really trying to signal when he laments the fact that ~ Chart17

inflation has overshot the 2% inflation target for the past five years since early 2021 while doing so

in the context of how to conduct present and future policy. Lamenting this sounds like he is 6o

intimating a desire to do something about it which sounds like price level targeting. A persistent

overshooting of the trend line on prices driven by 2% inflation each year can only be brought back >
to the trend line with sharp policy tightening and great pain for the US economy. | think the Fed 5.0
will and should treat this in a bygones-be-bygones sense as the Fed can’t address over five years 45

of overshooting its inflation target. Price level targeting has generally been rejected as a policy
framework by global central banks and it’s highly unlikely that Warsh believes otherwise, in which 0
case, why bring it up? Sometimes, past mistakes should be left in the past. 35

An indication of why can be found in measures of inflation expectations. None of the measures are 30

terribly good in my opinion, but markets are not signalling an extrapolative approach to five years 2.5
of materially overshooting 2% in measures like the Fed’s 5y5y measure of inflation expectations or 5,
TIPS breakevens. Markets are treating the pandemic-era’s inflation as temporary. In fairness,
however, markets thought inflation was the great risk coming out of the Global Financial Crisis,
and were dismissive toward inflation risk due to the pandemic.

An Overstated Inflation Problem?

Warsh's Preferred Measure of

Inflation vs Core PCE
- Y/y % change

Dallas Fed Trimmed
Mean PCE

e CoOTe PCE

22 23 24 25 26

Sources: Scotiabank Economics, BEA, Dallas Fed.

| don’t presently find that the US has a deep inflation problem. Warsh'’s previously stated openness toward central tendency inflation

measures like trimmed mean PCE—or, say, weighted median PCE—is probably on the mark (chart 17). Those measures stand at 2.4% y/y

and 2.8% y/y respectively at the moment versus 4.1% for PCE inflation and 3.4% for core PCE inflation. The central tendency measures are

warm, but not ripping.

An extension of the latter point is that today’s inflation looks like more of a relative price shock than a generalized outburst of inflationary

pressures. Most of the pressure is in the tails of the price distribution toward which monetary policy is less well suited to address. Monetary

policy cannot do anything about near-term inflation and is limited in its ability to address the tails.

Global Economics
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Second-round effects of the commodity price shock chart18 Chart 19
on core inflation measures are likely to be limited US Real Personal Disposable Income US Personal Savings Rate
and temporary—and | certainly didn’t argue thatin 50  a/q%change, SAAR 70 %, SA

the pandemic. Today’s supply shock is less pervasive ;4 L 6.5
than yesterday’s. There is no demand surge marked 3 Q2 60

by coming out of hibernation in the pandemic. Tracking

55

Nominal wage growth of 3.5% y/y is getting 20 50

compressed to nothing by higher prices which likely 1.0 45

means that households will have little ability to 00 40

absorb price increases. That could shift the burden 10 35

toward companies absorbing higher prices in today’s

high profit margins in order to protect their sales 20 20

volumes, and by factors like inventory stocking at -30 * >

older prices through front-running order books, d\f‘?@f‘?@f‘?&f&d\fﬁ&fﬁ&fﬁgﬁ?@f&ﬂ@ 20 » » 4 > 6
which we’ve seen this year. US wages get setinreal  Sources: Scotiabank Economics, BEA. Sources: Scotiabank Economics, US BEA.
time much more so than in, say, Europe, or Canada,

where collective bargaining incorporates wage adjustments reflecting price pressures and Chart 20

cements them for years to come. Contribution of Fiscal Policy to

Real GDP Growth

And further to the latter point is the fundamentally different attitude of US businesses upon 10 - a/q% SAAR

Forecast
—>

encountering cost pressures. They slash costs, reduce payrolls or payroll growth, seek more from

their workforces including higher productivity, and emerge stronger on the other side. os |

A Slowing Economy...

They are also faced with a slowing economy that may increasingly limit their pricing power. You've
heard this view for years, and it’s finally happening. The strength of the US economy is now being
overstated for three consecutive quarters. The US economy only grew by 2% q/q SAAR in
2025Q4, 1%:% in Q1, and is tracking something similar in Q2. Consumers have not seen real income 4
gains in multiple quarters (chart 18), have mitigated the effects on spending by cutting the saving

W Quarterly fiscal
impact

05 | i

rate in half compared to a couple of years ago (chart 19), and are going into tighter real wages over ;5

coming months and quarters. A consumer slowdown appears to be underway. 24 25 26 27 28
Sources: Scotiabank Economics, Hutchins Center.

...Into Fiscal Tightening...

Fiscal policy is also in the early stages of losing its positive effects on growth. The folks at the Hutchins Center at the Brookings Institution provide
an all-encompassing historical and forecast measure of fiscal contributions to GDP growth that combines federal, state and local government
policies on the taxation and expenditure sides. Chart 20 shows they expect present policy will shave about 1% off GDP growth in 2027.

...May Reduce or Eliminate Excess Demand

A slowing US economy to date and forward-looking risks could well take the overall US economy from excess aggregate demand toward a
closed output gap. If so—and it’s a reasonable case—then one of the drivers of upside risk to core inflation would drop out.

Courting Accidents

If fiscal policy is already expected to tighten, and monetary policy cannot address near-term inflation, and excess demand conditions abate,
then tightening monetary policy now could carry pernicious lagging effects on the economy precisely into the time period when fiscal policy
is retreating. In such a scenario, it’s not difficult to envisage GDP growth plumbing the depths of the cycle and thereby exposing the US to
greater downside risk should fresh shocks or other policy errors arise.

The Al Wildcard

A wildcard is Al It is likely contributing a few tenths of a percentage point to present inflation. The wealth effect it creates through equities is
propping up activity more than would otherwise be the case. The investment surge is stimulating activity. Heavy Al-related investment is
driving prices higher for electricity, semiconductors, DRAM memory chips, commercial property prices in some markets, and related
building costs and labour.

Global Economics 7
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Chart 21 Chart 22 Chart 23
US Unemployment Rate US Unemployment Rate: Age 16-24 US Labour Force Participation Rate:
46 r % Age 16-24
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But should policy tighten to address this influence on inflation? Not if the demand comes first and the potential influences upon
productivity and the supply side come later. My bank side colleagues did this speculative model-based piece on Al's influences that’s worth
a look. In my opinion, the direction, magnitude and timing of Al’s influences upon jobs, productivity, wages, inflation, and growth are all
highly uncertain. In my opinion, the damage it could do to the labour force by harming highly repetitive and labour intensive jobs could
dominate the dual mandate. Ergo, to tighten policy—or to ease policy—on an Al bet risks being entirely speculative and potentially
disastrous.

Labour Market Woes?

The dual mandate also necessitates a focus upon the labour market. It’s feasible that the US unemployment rate repeats the upward drift
over H2 that has characterized the pattern over the past three years since emerging from the pandemic (chart 21). One plausible
explanation involves focusing upon cohort effects. The 16-24 age cohort has witnessed a pattern of surging participation rates over H2 in
recent years and with it rising unemployment rates over H2 (charts 22, 23). A plausible theory is that many more went to school in the
pandemic, took longer to complete their studies, and have struggled with becoming integrated into job markets after graduating partly due
to their sheer numbers and perhaps due to the effects of the pandemic.

Another plausible theory is that the pandemic’s aftermath changed the company reporting cycle’s influence. Challenge layoffs tend to peak
early in the year when companies are preparing to report full year earnings and engage in window-dressing behaviour. They may fill full-year
hiring quotas into the Spring months and then transition to a lower hiring pattern.

There are other plausible explanations as well, such as residual seasonality given the mixed timing of the pandemic’s shocks, the policy
responses, the arrival of vaccines, and behavioural adaptations to the shocks. Data quality has suffered over the years as well, including
falling nonfarm sampling rates on first pass, and record use of proxy methods for gathering price Chart 24

data. South Korean CPI
Policy Error Would Jeopardize Everything Else 7 P %change

. . . - . ) L Headli
Overall, from a starting point of marginally restrictive policy, | don’t find the argument for 6 cacine

tightening monetary policy in the US to be compelling. Scotiabank Economics continuestolean 5
more toward the next policy rate moves being lower—not higher.

That could be wrong, but if so, then the arguments I've provided would suggest that hiking the 3
policy rate would risk conducting policy error.

2
In conclusion, | like the fresh spirit that Chair Warsh has brought to the Fed. His taskforces are ;
intriguing. They could revamp the Fed for the challenges that lay ahead and help it escape past
approaches that may no longer be suitable. Yet failing at the Fed’s most important job by 0 — Vv - T
perhaps inappropriately tightening policy to a further degree could further jeopardize q L
independence, invite greater Congressional oversight, and further undermining by the Trump 7 18 19 20 21 22 23 24 25 26

L . Sources: Scotiabank Economics, Bloomberg.
administration.
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Chart 25 Chart 26 Chart 27
South Korea House Price Seoul South Korea's Exports Fuel By Al South Korea Real GDP
_ m/m % change, NSA _ - % change, SAAR
2.0 /m % chang 80 y/y % change 8  a/q%chang
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Sources: Scotiabank Economics, Kookmin Bank- Sources: Scotiabank Economics, South Korea - GocococOooooC o o o0
International Finance. Ministry of Trade, Industry and Resources. Sources: Scotiabank Economics, Bloomberg.

BANK OF KOREA—A SLAM DUNK?

Here’s a simpler central bank. The BoK is widely expected to hike by 25bps to 2.75% on Thursday. Why? Partly because they’ve strongly
hinted at such a move. Governor Shin Hyun Song recently guided “it is considered necessary to raise the benchmark interest rate at an
appropriate time” while flagging persistent inflationary pressure. The volatile won’s 12% depreciation to the USD since the middle of last
year has added to import price pressures and commaodity price influences.

Charts 24-27 provide context for a tightening bias as core CPl inflation is rising, house prices continue to rise and stoke stability concerns,
exports are soaring thanks in large part to chips and broader tech, and this is buoying economic growth.

The BoK would join a lengthening list of global central banks that have recently tightened policy including the BoJ, ECB, the RBA, the RBNZ,
Norges, BSP among others.

No other central banks are expected to deliver policy decisions over the coming week within our coverage universe other than the BoC and BoK.
GLOBAL MACRO

Chart 28 summarizes other global macro releases  Chart 28

on tap for the week. The main focal points will be Other Global Macro Indicators (Jul 13th - Jul 17th)

US retail sales, Chinese GDP and related us cA CPI Other Macro
) _ Monday
-rea-dmgs, and a monthly baFch of UK economic Treasury Budget N N Trade
indicators. I've partnered with my colleague Jay Tuesday
Parmar on what follows. CPI JN Capacity Utilization , Machine Orders

. . CH IP, Q2 GDP, Retail sales, Trade
Light Canadian Releases

Wednesday

Canada will also release a handful of macro reports MBA Mort. App Existing Home Sales EC IP

. : Empire State Manf Index Manf. Shipments CO Retail Sales
that are in between marquee reports on jobs, PPI Wholesale Trade PE Economic Activity, UR
inflation and GDP. Home resales during June

Thursday

(Wednesday) will seek a third straight monthly gain Claims Housing Starts UK Index of Services, IP, Manf. Prod, Trade
as the Spring housing market takes off but could Philadelphia Fed Index EC Trade

. Retail Sales BZ Retail Sales
struggle in that regard on the heels of the large Business Inventories
5.5% m/m SA gain in May. Manufacturing NAHB Housing Market Index

. Pending Home Sales
shipments are expected to post about a 1% m/m
. . . Friday
nominal rise in May (Wednesday) based on prior
. 3 Building Permits MA MA Q2 GDP

Statcan guidance but watch volumes and details. Housing Starts BZ Economic Activity

Wholesale trade, however, was previously guided Capacity Utilization
U of M Sentiment

to have fallen by -0.7% m/m in May (Wednesday)

Sources: Scotiabank Economics, Bloomberg.
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but watch volumes. Finally, I’'m expecting a bit of a pullback in housing starts during June (Thursday)  Chart 29
to a still solid annualized pace of about a quarter million. China Real GDP Growth
US Retail Sales to Headline Indicator Risk 7 [ afa%change SAAR
Consensus

The US reports a series of macro reports, but the main ones of interest will be retail sales for Estimate

June (Thursday), industrial output in June (Friday) and UMich consumer sentiment in July 5
(Friday). Retail sales could get a lift from auto sales, but an offset will be lower gasoline prices

with the balance settled by what happens to sales ex-autos and gas that is expected to post a

small nominal gain. Factory output is also expected to grow slightly. 3

China’s Economy—Subdued Growth 2

Other global macro developments next week will be largely focused on China, which is scheduled 1
to release its Q2 GDP figures, along with June home price data and key activity indicators— o
including retail sales and industrial production—on Tuesday. The economy is expected to 23 24 25 26
expand by 1.0% g/q SA in Q2, extending the recent pattern of subdued growth (chart 29). After i?‘s’gfgti‘;";agsi:l;'Economics' National Bureau
falling short of its 2025 GDP growth target of 5% (vs. actual 4.5%), Q2 GDP growth on a q/q

annualized basis is expected to come in at 4.1%, once again below the Chinese government's 2026 growth target range of 4.5%-5.0%.

Key economic activity data through May suggest that China's retail sales growth has slowed for three consecutive months, with another
moderation expected in June. Investment activity has also remained subdued across both private and state-owned enterprises. As a result,
domestic demand is once again expected to remain the primary drag on Q2 growth amid weak household consumption, soft private
investment, and the absence of any meaningful additional fiscal support thus far.

However, strong external demand is expected to continue supporting economic growth through robust exports and industrial production.
Although industrial production growth slowed in April, it rebounded in May, with another solid increase expected in June, supported by
strong Al-related demand and front-loading of inventories.

In addition, China will release its June property price data on Tuesday. The figures will provide insight into whether month-over-month
price declines continue to moderate or begin to accelerate again following recent signs of stabilization in the property market.

UK Data Dump

The UK will also release a set of economic activity indicators for May on Thursday, providing Chart 30

further insight into how the Middle East conflict is affecting the economy. After a strong start to India Vegetable Prices

the year, monthly GDP contracted by 0.1% m/m in April, just as the conflict began to weigh on 3000 |NR per 40 kg INR per 25 kg 7 2000

global activity, and is expected to post a modest rebound of 0.1% m/m in May. However, Onion Price | 1800

headwinds remain as the full impact of the conflict has yet to be felt, while higher costs continue to 2500 1 (LHS) 4 1600

squeeze households' real incomes and weigh on consumer spending and economic activity. 2000 T;,_Ejto Price 1 1400

Indian Inflation—Higher Regulated Prices 1200
1500 1000

RBI watchers will closely monitor June inflation data on Monday for further evidence of broadening 800

price pressures as firms pass through higher input costs. May's reading already showed a partial 1000 600

pass-through of elevated global commodity prices to domestic fuel and jewelry prices. While lower 400

commodity prices in June should provide some relief, mid-May's auto fuel price hike and higher 200

cooking fuel prices are expected to keep energy inflation on an upward trajectory alongside key 0 e A S A A A 0

food commodities (chart 30). The RBI's latest projections show headline inflation peaking at 5.9% ‘:‘% ‘;‘1 iy ; :“CU '; 3 g g ‘; 3

by year-end and core inflation at 4.7%, with risks skewed to the upside. Sourcos: Scotiabank Economics. Bloomerg,

Light in LatAm

Finally, in LatAm markets, key developments next week will be the release of May economic activity data from Peru on Wednesday and
Brazil on Friday. The focus will be on whether both economies continue to demonstrate resilient growth despite an increasingly challenging
external environment
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NORTH AMERICA

Country Date Time Indicator Period BNS Consensus  Latest
us 07-13 14:00 Treasury Budget (US$ bn) Jun - - -292.6
us 07-14 08:30 CPI (m/m) Jun 0.1 -0.1 0.5
us 07-14 08:30 CPI (yly) Jun 4.0 3.8 4.2
us 07-14 08:30 CPI (index) Jun - 334.8 335.1
us 07-14 08:30 CPI ex. Food & Energy (m/m) Jun 0.3 0.2 0.2
us 07-14 08:30 CPI ex. Food & Energy (yly) Jun 29 2.8 2.9
us 07-14 16:00 Total Net TIC Flows (US$ bn) May - - 26.1
us 07-14 16:00 Net Long-term TIC Flows (US$ bn) May - - 103.1
CA 07-15 05:00 Existing Home Sales (m/m) Jun - - 5.5
us 07-15 07:00 MBA Mortgage Applications (w/w) Jul 10 - - -2.2
CA 07-15 08:30 Manufacturing Shipments (m/m) May 1.0 1.1 4.2
CA 07-15 08:30 Wholesale Trade (m/m) May -0.7 -- 0.6
us 07-15 08:30 Empire State Manufacturing Index Jul -- 8.6 5.7
us 07-15 08:30 PPI (m/m) Jun -0.1 -0.1 1.1
us 07-15 08:30 PPI ex. Food & Energy (m/m) Jun 0.3 0.4 0.4
CA 07-15 09:45 BoC Interest Rate Announcement (%) Jul 15 2.25 2.25 2.25
CA 07-16 08:15 Housing Starts (000s a.r.) Jun 250 257.9 261.4
us 07-16 08:30 Initial Jobless Claims (000s) Jul 11 215 - 215.0
us 07-16 08:30 Continuing Claims (000s) Jul 04 1815 - 1814.0
us 07-16 08:30 Philadelphia Fed Index Jul - 15.0 10.3
us 07-16 08:30 Retail Sales (m/m) Jun 0.0 0.3 0.9
us 07-16 08:30 Retail Sales ex. Autos (m/m) Jun -0.2 -0.1 0.8
us 07-16 10:00 Business Inventories (m/m) May - 0.3 0.5
us 07-16 10:00 NAHB Housing Market Index Jul -- 35.0 35.0
us 07-16 10:00 Pending Home Sales (m/m) Jun -- -- 3.8
CA 07-17 08:30 International Securities Transactions (C$ bn) May -- -- 46.9
us 07-17 08:30 Building Permits (000s a.r.) Jun P - 1400.0 1410.0
us 07-17 08:30 Export Prices (m/m) Jun -- -- 1.3
us 07-17 08:30 Housing Starts (000s a.r.) Jun 1295 1325.0 1177.0
us 07-17 08:30 Housing Starts (m/m) Jun 10.0 13.0 -15.4
us 07-17 08:30 Import Prices (m/m) Jun -- -0.6 1.9
us 07-17 09:15 Capacity Utilization (%) Jun 76.2 76.2 76.2
us 07-17 09:15 Industrial Production (m/m) Jun 0.2 0.2 0.1
us 07-17 10:00 U. of Michigan Consumer Sentiment Jul P 51.5. 51.3 49.5

EUROPE

Country Date Time Indicator Period Consensus Latest
GE 07-13 Current Account (€ bn) May -- 13.8
SP 07-15 03:00 CPI (m/m) Jun F - 0.6
SP 07-15 03:00 CPI (yly) Jun F 3.2 3.2
SP 07-15 03:00 CPI - EU Harmonized (m/m) Jun F - 0.6
SP 07-15 03:00 CPI - EU Harmonized (y/y) Jun F - 3.6
EC 07-15 05:00 Industrial Production (m/m) May 0.3 0.1
EC 07-15 05:00 Industrial Production (y/y) May -0.4 0.3
UK 07-16 02:00 Index of Services (m/m) May 0.1 -0.2
UK 07-16 02:00 Industrial Production (m/m) May 0.1 0.0
UK 07-16 02:00 Manufacturing Production (m/m) May -0.1 0.4
UK 07-16 02:00 Visible Trade Balance (£ mn) May -22850.0 -26046.0
IT 07-16 04:00 CPI (m/m) Jun F - 0.0
IT 07-16 04:00 CPI (yly) Jun F 3.0 3.0
IT 07-16 04:00 CPI - EU Harmonized (m/m) Jun F 0.1 0.1
IT 07-16 04:00 CPI - EU Harmonized (y/y) Jun F 3.1 3.1
EC 07-16 05:00 Trade Balance (€ mn) May - -1000.0
EC 07-17 04:00 Current Account (€ bn) May -- 15.7
IT 07-17 04:00 Current Account (€ mn) May -- 2258.0
EC 07-17 05:00 CPI (m/m) Jun F -0.1 -0.1
EC 07-17 05:00 CPI (yly) Jun F 2.8 2.8
EC 07-17 05:00 Euro zone Core CPI Estimate (y/y) Jun F 24 0.0

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of July 13 -17

ASIA PACIFIC
Country Date
IN 07-13
IN 07-13
IN 07-13
JN 07-14
JN 07-14
JN 07-14
IN 07-14
SK 07-14
JN 07-14
CH 07-14
CH 07-14
CH 07-14
CH 07-14
CH 07-14
CH 07-14
CH 07-14
JN 07-15
PH 07-15
SI 07-16
JN 07-16
SK 07-16
MA 07-17
MA 07-17
HK 07-17

Indicator

00:00
00:00
04:30

LATIN AMERICA

Country
CO
PE
PE
Bz
Bz
Bz
Bz

Date
07-15
07-15
07-15
07-16
07-16
07-17
07-17

Time
11:00
11:00
11:00
08:00
08:00
08:00
08:00

CPI (yly)

Exports (yly)

Imports (y/y)

Capacity Utilization (m/m)
Industrial Production (m/m)
Industrial Production (y/y)
Monthly Wholesale Prices (y/y)
Unemployment Rate (%)
Machine Orders (m/m)

Fixed Asset Investment YTD (y/y)
Industrial Production (y/y)

Real GDP (yly)

Retail Sales (y/y)

Exports (y/y)

Imports (y/y)

Trade Balance (USD bn)
Tertiary Industry Index (m/m)
Overseas Remittances (y/y)
Exports (y/y)

Nationwide Department Store Sales (y/y)
BoK Base Rate (%)

CPI (yly)

GDP (yly)

Unemployment Rate (%)

Indicator

Retail Sales (y/y)

Economic Activity Index NSA (y/y)
Unemployment Rate (%)

Retail Sales (m/m)

Retail Sales (y/y)

Economic Activity Index SA (m/m)
Economic Activity Index NSA (yly)

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

Period Consensus
Jun 4.20
Jun --
Jun -
May --

May F --

May F --
Jun 9.4
Jun 2.8
May -4.2
Jun -5.0
Jun 4.6
2Q 4.5
Jun -0.1
Jun 19.0
Jun 24.9
Jun 120.6
May 0.4
May 2.1
Jun 30.4
Jun -

Jul 16 2.75
Jun 2.0
2QA 5.4
Jun 3.7

Period BNS
May -
May --
Jun -
May --
May --
May --
May --

Latest
3.93
18.0
20.6
-0.8

0.5
-1.7
9.7
2.8
8.7
-4.1
45
5.0
-0.6
19.4
27.4
105.4
1.3
2.0
38.4
8.3
2.50
2.0
5.4
3.7

Consensus

Latest
14.9
3.7
5.0
-1.5
1.0
0.5
0.9
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Global Auctions for the week of July 13 -17

NORTH AMERICA

Country Date Time Event
CA 07-16 12:00 Canada to Sell 30 Year Bonds

EUROPE

Country Date Time Event
EC 07-13 05:30 EU to Sell Bonds
NE 07-14 04:00 Netherlands to Sell Up to EU3.5B of 2.5% 2031 Bonds
GE 07-14 05:30 Germany to Sell EU6 Billion of 2028 Bonds
GR 07-15 05:00 Greece to Sell Bonds
GE 07-15 05:30 Germany to Sell Bonds
SP 07-16 04:30 Spain to Sell Bonds
UK 07-16 05:00 UK to Sell Bonds
FR 07-16 05:50 France to Sell I/L Bonds

ASIA PACIFIC

Country Date Time Event
CH 07-13 22:35 China To Sell 10-Year New Bonds
JN 07-13 23:35 Japan to Sell 20-Year Bonds
CH 07-13 23:35 China to Sell 30 Billion Yuan 2046 Bonds
CH 07-13 23:35 China to Sell 130 Billion Yuan 2027 Bonds
CH 07-14 22:35 China To Sell 30-Year Additional Bonds
CH 07-14 23:35 China to Sell 80 Billion Yuan 2.23% 2056 Bonds

LATIN AMERICA

Country Date Time Event
No Scheduled Auctions

Sources: Bloomberg, Scotiabank Economics.
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Events for the week of July 13 -17

NORTH AMERICA

Country Date Time Event
us 07-13 12:30 Fed's Waller Speaks at NYABE
us 07-14 10:00 Fed Chair Warsh Testifies at House Financial Services Cmte.
us 07-14 13:00 Fed's Goolsbee in Fireside Chat
us 07-15 08:45 Fed's Williams Delivers Keynote Remarks
CA 07-15 09:45 Bank of Canada Rate Decision
us 07-15 10:00 Fed Chair Warsh Testifies Before Senate Banking Committee
us 07-15 14:00 Fed Releases Beige Book
us 07-15 18:30 Fed's Musalem Delivers Welcoming Remarks
us 07-16 12:30 Fed's Logan Speaks on the Economy and Monetary Policy
us 07-16 19:00 Fed's Jefferson Speaks on Economy and Monetary Policy

EUROPE

Country Date Time Event
UK 07-13 14:00 BOE Chief Economist Pill speaks in London
UK 07-14 16:00 BOE Governor Bailey speaks at Mansion House
EC 07-15 12:00 ECB's Nagel Speaks in Stuttgart

IT 07-15 ECB's Panetta at ABI annual event in Rome
Sz 07-16 03:30 SNB Publishes Summary of June 18 Rate Decision
EC 07-16 ECB's Pre-Rate Decision Quiet Period

ASIA PACIFIC

Country Date Time Event
NZ 07-13 18:00 RBNZ Chief Economist Paul Conway Speaks on Inflation
SK 07-15 20:00 BOK Base Rate

LATIN AMERICA

Country Date Time Event
No Scheduled Events

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 July 15,2026 225 2.25
Federal Reserve - Federal Funds Target Rate 375 July 29,2026 3.75 3.75
Banco de México - Overnight Rate 6.50 August 6, 2026 6.50 6.50

Bank of Canada (BoC): The Bank of Canada is unanimously expected to leave its overnight target rate unchanged at 2.25% on Wednesday as it continues to adopt a
wait-and-see approach amid ongoing uncertainty. However, the key focus will be the bank's updated economic projections in the Monetary Policy Report, which will
be released alongside the monetary policy statement and Governor Macklem's prepared remarks at 9:45am EST, followed by press conference at 10:30am EST.
Federal Reserve: Fed Chair Kevin Warsh is scheduled to testify before the House Financial Services Committee on Tuesday, followed by testimony before the Senate
Banking Committee on Wednesday.

EUROPE

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank — Refinancing Rate 240 July 23,2026 240 2.40
European Central Bank — Marginal Lending Facility Rate 2.65 July 23,2026 2.65 2.65
European Central Bank - Deposit Facility Rate 2.25 July 23,2026 2.25 2.25
Bank of England - Bank Rate 3.75 July 30,2026 3.75 3.75
Swiss National Bank - Sight Deposit Rate 0.00 September 24,2026 0.00 0.00
Central Bank of Russia - One-Week Auction Rate 14.25 July 24,2026 14.00 14.00
Sweden Riksbank - Repo Rate 175 August 20, 2026 175 175
Norges Bank - Deposit Rate 4.25 August 13,2026 425 425
Central Bank of Turkey - Benchmark Repo Rate 37.00 July 23,2026 37.00 37.00
ASIA PACIFIC

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan - Policy Rate 1.00 July 31,2026 1.00 1.00
Reserve Bank of Australia - Cash Rate Target 435 August 11,2026 435 435
Reserve Bank of New Zealand - Cash Rate 250 September 1, 2026 2.75 275
People's Bank of China - 7-Day Reverse Repo Rate 1.40 TBA 1.40 140
Reserve Bank of India - Repo Rate 5.25 August 5,2026 5.25 5.25
Bank of Korea — Base Rate 2.50 July 16,2026 275 275
Bank of Thailand - Repo Rate 1.00 August 26, 2026 1.00 1.00
Bank Negara Malaysia — Overnight Policy Rate 2.75 September 3,2026 2.75 2.75
Bank Indonesia - Bl-Rate 575 July 22,2026 5.75 5.75
Central Bank of Philippines — Overnight Borrowing Rate 4.75 August 27,2026 4.75 4.75

Bank of Korea (BoK): Consensus unanimously expects the Bank of Korea to deliver its first rate hike since early 2023 after keeping the policy rate at 2.50% for the
past year. At its previous meeting, the bank delivered a hawkish hold, citing strong domestic economic activity and rising inflation, while two members dissented in
favour of an immediate rate increase. The shift in the bank's forward guidance was also notable. The monetary policy statement emphasized that the economy was
"expected to continue its solid improvement trend", compared with references to both upside and downside risks at the April meeting. In addition, the earlier
wording that "the Board will make its policy decisions " was replaced by "the Board will decide the timing of any rate hikes". Since then, economic data have
continued to point to strong momentum. Q1 GDP grew by 1.8% q/q SA, while exports growth has surged, supported by robust Al-related demand. On the other
hand, both headline and core inflation have picked up. Finally, Governor Shin Hyun Song recently reiterated the message conveyed at the last monetary policy
meeting, indicating that "it is considered necessary to raise the benchmark interest rate at an appropriate time." Hence, the markets are also priced for a rate hike on
Thursday.

LATIN AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil - Selic Rate 14.25 August 5,2026 14.00 14.00

Banco Central de Chile - Overnight Rate 450 July 28,2026 450 450

Banco de la Republica de Colombia - Lending Rate 12.00 July 31,2026 12.00 12.00

Banco Central de Reserva del Pert — Reference Rate 4.25 August 13,2026 4.25 4.25
AFRICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank - Repo Rate 7.00 July 23,2026 7.00 7.00

Sources: Bloomberg, Scotiabank Economics.
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