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On Deck for Monday, April 1

Country Date Time Indicator Period BNS Consensus  Latest
us 04-01 10:00 Construction Spending (m/m) Feb 0.5 0.6 -0.2
us 04-01 10:00 ISM Manufacturing Index Mar 48.0 48.4 47.8
CA 04-01 10:30 Business Outlook Future Sales 1Q - - 20.0
KEY POINTS:

e Light market action...

e ...as anew month and quarter start with Europe etc out for Easter

e China’s economy posted better PMIs

e US core PCE was stronger than expected including revisions

e US consumer spending remains strong

e BoC’s twin surveys may show somewhat lower inflation expectations
e Japan’s Tankan survey indicates improved outlook

e US to update ISM-mfrg, construction spending

e  Peru to update CPI this morning

Market action is restrained with Europe out for their four-day Easter break, but the broad
tone is lifting bonds and equities so far. It’s also a new month and quarter and so
interpreting these moves has to take possible repositioning into account alongside
developments since Friday.

Those developments included better data out of China’s economy, strong US
consumption, and in my opinion stronger than expected core PCE inflation upon
consideration of upward revisions and the trend. On tap in to the N.A. session will be the
BoC’s surveys and some US data.

Friday’s US core PCE inflation was a touch hotter than expected including the effects of
revisions (chart 1). February’s reading landed on the screws on Friday at 0.3% m/m SA
(0.26% to be exact) with headline PCE inflation a tick below consensus at 0.3%. Core PCE
was also revised up a tick to 0.5% m/m the prior month; absent this revision, the February
reading would have been hotter than consensus. The three-month moving average of
core PCE inflation is 3.5% m/m SAAR which doesn’t exactly scream out to cut.

US consumer spending is performing nicely in Q1. Spending was up 0.8% m/m (consensus
0.5%) in nominal terms and in real terms it was 0.4% higher. Real consumption is tracking
a gain of 2.1% q/q SAAR in Q1 after 3.3% in Q4. Incomes were ok at +0.3% m/m (0.4%
consensus) but the one-tick disappointment has to be weighed against the larger 1% prior
gain. Real disposable income is tracking softly at +0.8% q/q SAAR after 2% the prior
quarter.

China’s state purchasing managers’ indices improved over the weekend (chart 2). March’s
composite PMI jumped 1.8 points higher to 52.7 which is the highest reading since May of
last year. That was mostly fed by the non-manufacturing sector (53 from 51.4 prior), but
manufacturing provided an assist (50.8, 49.1 prior). More data is required to be able to
determine whether this has legs or what just fed by a rebound after the Lunar new year
effect in February.

Japan’s Q1 Tankan survey posted a slight improvement. The large manufacturing and non-
manufacturing outlook readings both improved and so did the small producer equivalents.
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The BoC will release their twin consumer and business surveys this morning (10:30amET). They contain a lot of metrics, but the key may be
the measures for inflation expectations as one of the factors that Governor Macklem consistently says is on his list of measures he is
following. They could post further improvement as indicated by a fresher small business survey measure, while nevertheless remaining
toward the upper end of the BoC'’s inflation target range. Canada also updates the little watched S&P manufacturing PMI (9:30amET).

US data risk will focus upon ISM-manufacturing for March that is expected to remain in contraction (10amET). Watch new orders, prices
paid and employment gauges. Construction spending is also due for an update for the month of February (10amET).

Across the rest of Scotia’s key markets we'll also get an update on inflation in Peru when March’s estimate arrives (11amET).

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-wk | Last 1-day I-WK | Last 1-day I-wk | Last 1-day I-wk
u.s. 460 462 463 | 420 421 423 | 420 420 425 | 437 434 442 |Canada-BoC 5.00
CANADA 418 414 416 | 353 350 355 | 347 344 352 335 335 343
GERMANY 285 285 283 | 232 232 233|230 230 232 246 246 249 |US-Fed 5.50
JAPAN 020 019 020 036 036 039 ] 074 073 073 | 183 182 1.82
U.K. 417 417 412 | 382 382 382 | 393 393 393 | 442 442 4.45 |England - BoE 5.25
Spreads vs. U.S. (bps):
CANADA -42 -48 -46 -67 -72 -68 -73 -76 -73 | 101 -100  -99 |Euro zone - ECB 4.50
GERMANY -175 177  -180 | -188 -189 -190 | -190 -190 -192 | -191 -189 -192
JAPAN -440  -443 443 | -384 -386 -384 | -346 -347 -351 | -254 -252 -260 |Japan -BoJ -0.10
U.K. -43 -45 -50 -38 -39 -41 -27 -27 -32 5 8 3
EEN Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 22167 59.9 0.3 0.4 3.8 1.7 Australia - RBA 4.35
Dow 30 39807 47.3 0.1 0.1 21 217
S&P 500 5254 59 0.1 0.2 3.1 30.5 New Zealand - RBNZ 5.50
Nasdaq 16379 -20.1 -0.1 -0.1 1.8 37.3
DAX 18492 15.4 0.1 1.7 4.6 20.6 Next Meeting Date
FTSE 7953 20.6 0.3 0.9 4.2 5.1
Nikkei 39803 -566.4 -1.4 -1.5 -0.3 41.9 Canada - BoC Apr 10, 2024
Hang Seng 16541 148.6 0.9 -1.9 0.2 -18.1
CAC 8206 1.0 0.0 0.3 3.5 14.2 US - Fed May 01, 2024
Commodities Level % change:
WTI Crude 82.95 -0.22 -0.3 2.9 3.7 9.6 England - BoE May 09, 2024
Natural Gas 1.73 -0.04 -2.2 4.0 -6.0 -22.2
Gold 2249.57 19.70 0.9 3.6 8.0 14.2 Euro zone - ECB Apr 11, 2024
Silver 24.54 0.03 0.1 -3.5 9.8 6.5
CRB Index 290.29 3.53 1.2 1.3 5.5 10.5 Japan - BoJ 'A Field Not Applica
Currencies Level % change:
USDCAD 1.3539 -0.0001 -0.0 -0.3 -0.2 0.8 Mexico - Banxico May 09, 2024
EURUSD 1.0783 -0.0007 -0.1 -0.5 -0.5 -1.1
USDJPY 151.38 0.0300 0.0 -0.0 0.8 14.3 Australia - RBA May 07, 2024
AUDUSD 0.6517 -0.0004 -0.1 -0.4 -0.2 -4.0
GBPUSD 1.2612 -0.0011 -0.1 -0.2 -0.3 1.6 New Zealand - RBNZ Apr 09, 2024
USDCHF 0.9018 0.0004 0.0 0.3 2.1 -1.2
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