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On Deck for Thursday, April 11

Country Date Time Indicator Period BNS  Consensus  Latest
US 0411 08:30 Initial Jobless Claims (000s) Apr06 210 215.0 221.0
US 0411 0830 Continuing Claims (000s) Mar30 1800 1800.0 1791.0
Us 0411 0830 PPI(m/m) Mar 03 0.3 0.6
US 0411 0830 PPIex. Food & Energy (m/m) Mar 0.2 0.2 0.3

us 04-11  08:45 Fed's Williams Gives Keynote Remarks
us 04-11  10:00 Fed's Barkin Takes Audience Questions
us 04-11  12:00 Fed's Collins Speaks at Economic Club of New York
us 04-11  13:30 Fed's Bostic Participates in Moderated Conversation

KEY POINTS:

e US Treasuries stabilize post-CPI, BoC still ignored

e  As markets modestly back off ECB pricing for June...

e ...will Lagarde indicate less confidence in easing?

e China’s core CPl was the weakest since the GFC...

e ...butdistorted by a prior gain on Lunar New Year effects

e US producer prices to begin reflecting higher energy prices

e  Oil markets on guard following US warning about Iran’s intentions
e Canada quiet, rest of week may be sensitive to Budget guidance

Markets have calmed down somewhat in the wake of US CPI (recap here). Overnight
markets reacted in lagging fashion, but US Treasury yields are little changed so far and thus
consolidating yesterday’s bond market selloff. Equities continue to edge lower. The next
focal point will be gauging ECB confidence. There is no follow through on the BoC's
communications that were ignored yesterday in favour of all the attention that was placed
on US CPIl and its potential implications for the Fed and by extension the BoC (recap here).

Chinese Core Inflation Weakest Since the GFC

China updated inflation figures for March overnight. The last time China’s core inflation
reading was this weak was back in the GFC (chart 1). Core inflation fell -0.6% m/m NSA, or
-4% m/m SAAR and ebbed to 0.6% y/y from 1.2% the prior month. Part of the explanation
for the weakness has to do with the shifting timing of the Lunar New Year that was on
February 10" this year. That was later than average, and it sometimes falls in January,
which means that the period of peak holiday spending was well into February. That could
explain why February’s core prices were up by 2.8% m/m SAAR and so March retreated
from that holiday-driven gain. The details support this view as the weakening was
pronounced in categories like recreation and education (1.8% y/y from 3.9% prior) and
transport/communications (-1.3% y/y, -0.4% prior). But the magnitude of the retreat also
plays to the narrative that disinflationary forces remain prevalent due to excess capacity,
just not as acutely as the headline readings suggest.

Should we call it deflation? Not by the standard definition most economists would apply that
says deflation occurs when an economy-wide decline in general prices occurs for a lengthy
period and is expected to persist while driving changed behaviour that, through postponing
purchases into a cheaper environment, drives more downward pressure on prices. That can
be a very difficult scenario to turn around and it’s highly premature to be calling what China is
experiencing true deflation. More data is required to help inform developments.

Will the ECB Indicate Less Confidence to Ease?

The ECB delivers its statement at 8:15amET and President Lagarde’s press conference will
start a half hour later. This one is likely to be a placeholder between forecast meetings and
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ahead of the key June meeting — unless Lagarde hints that they are less confident toward easing in June than was reflected in the minutes
to the March 7" meeting. | don’t think pushing the Fed down and out is something that the ECB can ignore in the wake of another hot US
CPI report. Nor can the ECB ignore rising oil prices. Plus, they’ll get two more rounds of Eurozone inflation data and a better feel for the key
Q1 wage figures coming out of the start of the year’s collective bargaining exercises before the June meeting. Further, the trend in m/m core
CPI NSA has laid down a series of hotter than usual gains compared to like months in history which should merit caution (charts 2-4) amid
improved but still elevated inflation expectations and wage gains (charts 5, 6).

It therefore makes sense to me from an uncertainty perspective that pricing for the ECB’s June meeting has backed off from a full -25bps to
about -20bps which still seems rich to me.

Several Fed officials will have a chance to react to yesterday’s inflation figures between about 8:45amET and 1:30pm.

US producer prices will continue the focus upon inflation readings (8:30amET). Higher energy prices will probably drive a faster gain in total
prices than core prices. Weekly jobless claims are also due out (8:30amET).

Geopolitical risk has oil markets on guard with the US warning that an Iranian missile strike on Israel is “imminent.” Headlines late yesterday
were not followed by any developments overnight and so oil prices are slightly softer this morning but vulnerable to any further
developments. Strikes could ignite tensions and supply concerns. At clear risk is a sharp escalation of developments.

Chart 2 Chart 3 Chart 4
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Chart5 Chart 6
Euro Area Wage Tracking ECB Measure of Inflation Expectations
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Canada will be thankfully quiet. Other than home sales for March (tomorrow), the rest of the week’s calendar goes quiet. Watch for any
further possible hints at what the upcoming Federal Budget may contain as they release its contents in dribs and drabs. That may be
unlikely today, since the PM’s daily itinerary has him tied up with France’s PM, Gabriel Attal. Pay particularly keen attention to anything they
may guide on taxes and mortgages given the guidance on both from the PM and FinMin.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-wWK [ Last 1-day I1-Wk [ last 1-day I-WK] Last 1-day I-wk
u.s. 497 497 465 | 4.61 4.61 430 | 455 454 431 464 462 4.48 |Canada-BoC 5.00
CANADA 436 434 418 | 375 374 358 | 371 369 355| 3.60 357 346
GERMANY 298 297 286 | 248 246 237 | 246 244 236 | 257 256 253 |US-Fed 5.50
JAPAN 027 023 020 050 039 037 )] 087 081 079 19 186 1.85
U.K. 441 435 419 | 410 405 388 | 420 415 402 | 465 4.62 4.53 |England - BoE 5.25
Spreads vs. U.S. (bps):
CANADA -61 -63 -47 -86 -87 -72 -84 -85 -76 -105 -105 -102 |Euro zone - ECB 4.50
GERMANY -199  -201 179 | 213 -214  -193 | -210 -211 -195 | -207 -207 -195
JAPAN -470  -474  -445 | -411 -422  -392 | -368 -374 -352 | -269 -276 -263 [|Japan -BoJ -0.10
U.K. -56 -63 -46 -51 -55 -42 -35 -40 -29 1 -0 6
m Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo A-yr
S&P/TSX 22199 -162.6 -0.7 0.4 2.0 8.7 Australia - RBA 4.35
Dow 30 38462 -422.2 -1.1 -1.7 -0.8 14.2
S&P 500 5161 -49.3 -0.9 -1.0 0.8 25.6 New Zealand - RBNZ 5.50
Nasdaq 16170 -136.3 -0.8 -0.7 0.9 344
DAX 17996 -101.2 -0.6 -2.2 1.4 15.0 Next Meeting Date
FTSE 7942 -19.5 -0.2 -0.4 3.6 2.0
Nikkei 39443 -139.2 -0.4 -0.8 1.6 413 Canada - BoC Jun 05, 2024
Hang Seng 17095 -44.1 0.3 2.2 3.1 -16.5
CAC 8034 -11.5 -0.1 -1.4 0.2 8.7 US - Fed May 01, 2024
Commodities Level % change:
WTI Crude 85.73 -0.48 -0.6 -1.0 10.0 5.2 England - BoE May 09, 2024
Natural Gas 1.87 -0.01 -0.8 5.4 6.3 -14.5
Gold 2338.53 4.49 0.2 21 71 16.7 Euro zone - ECB Apr 11, 2024
Silver 28.08 0.11 0.4 7.0 14.6 12.6
CRB Index 297.86 1.13 0.4 0.9 71 8.4 Japan - BoJ 'A Field Not Applica
Currencies Level % change:
USDCAD 1.3689 0.0007 0.1 1.1 1.5 1.6 Mexico - Banxico May 09, 2024
EURUSD 1.0731 -0.0012 -0.1 -1.0 -1.8 -1.7
USDJPY 153.14 -0.0200 -0.0 1.2 4.2 14.6 Australia - RBA May 07, 2024
AUDUSD 0.6523 0.0011 0.2 -1.0 -1.4 -2.0
GBPUSD 1.2539 -0.0001 -0.0 -0.8 -2.1 0.9 New Zealand - RBNZ May 21, 2024
USDCHF 0.9123 -0.0005 -0.1 1.2 4.0 1.0
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be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
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