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Chart 1

Comparing UK Core CPI
for All Months of May
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Chart 2

SNB's Surprise Cut Drove The Franc
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Sources: Scotiabank Economics, Bloomberg.

On Deck for Thursday, June 20

Country Date Time Indicator Period BNS  Consensus Latest
us 06-20  08:30 Building Permits (000s a.r.) May - 1450.0 1440.0
us 06-20  08:30 Current Account (US$ bn) 1Q - -206.8 -194.8
us 06-20  08:30 Housing Starts (000s a.r.) May 1375 1370.0 1360.0
us 06-20  08:30 Housing Starts (m/m) May 1.1 0.7 5.7
us 06-20  08:30 Initial Jobless Claims (000s) Jun15 225 235.0 242.0
us 06-20  08:30 Continuing Claims (000s) Jun08 1790 1810.0 1820.0
us 06-20  08:30 Philadelphia Fed Index Jun - 5.0 45
us 06-20 08:45 Fed's Kashkari Participates in Fireside Chat
us 06-20  16:00 Fed's Barkin Speaks on Economic Outlook
us 06-20 22:15 Fed's Daly Participates in Panel Discussion on Al

KEY POINTS:

e Relative central bank divergence is on display

e Bank of England sounded marginally more open to an August cut...
e ..butgenerally stayed out of the election fray

e  SNB cuts, drives CHF underperformance, bull steepener

e Norges holds, douses cut expectations for the rest of 2024

e Bank Indonesia unsuccessfully tries jawboning the rupiah

e Light US dataon tap

Stocks are broadly richer while bonds and currencies are diverging as American markets
are welcomed back from their holiday this morning. There are no real global macro
catalysts to this pattern. Relative central bank divergence is on display as four central
banks weighed in ahead of light US data.

The Bank of England Inched Closer to an August Cut

The Bank of England’s communications added about 5bps to August 1% cut pricing that
now stands at about -15bps priced out of a quarter point reduction.

Nobody expected the 5.25% Bank Rate to change. They didn’t disappoint. Bailey and co
largely stayed out of the election fray ahead of the July 4" vote. The BoE had previously
cancelled any public communications during the election campaign, so expecting them to
rock the boat this morning would be a rather unusual call. Furthermore, wage growth
remains hot, but job growth is cooling. UK CPI at 0.5% m/m NSA in May was hotter than a
typical month of May which extends the pattern of readings that say there should be no
rush to ease (chart 1). No new projections were due at this meeting which added to the
case for this to be a pretty dull affair.

Still, the Monetary Policy Summary (here) flagged the discussion around the near-term
policy rate bias. See paragraphs 47 through 51. Among the seven members who voted to
hold today, some indicated that “the policy decision at this meeting was finely balanced.”
We don’t know how many out of the 7 felt this way, or whether Governor Bailey is one of
them. The remaining two members continued to vote for a cut at this meeting which was
the same number as previously.

What this indicates is that more members may be inclined to ease as soon as the August
1t decision.

SNB Cut Was a Modest Surprise

The Swiss National Bank cut its policy rate by another 25bps this morning. It wasn’t totally
unexpected, as 12 out of 28 forecasters expected the cut and the rest thought they’d hold.
The modest surprise drove the franc weaker (chart 2) and is underperforming other major
currencies while the bull steepener is bucking the trend toward higher yields elsewhere.
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There was a compelling case for easing. A very practical one is that the next formal decision wouldn’t be until September 26 by which time
other central banks may be easing and—barring an unusual intermeeting decision—that would have left the franc very vulnerable. The
franc had already been appreciating since the last week of May and SNB was uncomfortable with such strength. That’s because inflation at
1.4% y/y and with core at 1.2% is already very low (chart 3).

Norges Bank Pushes Out Projected Easing

Norges Bank held its deposit rate unchanged at 4.5% as everyone expected, but the hawkish bias drove the krone to strengthen and
outperform all other majors and semi-majors this morning while the rates curve is underperforming other global benchmarks. Explicit
forward guidance is generally more reliable from this central bank than others, and so what they said indicated even less of a rush to cut
that should be taken with greater acceptance than the maligned tool of forward guidance at some other central banks like the BoC.
Previously Norges had said they would likely hold until autumn, and they now say “If the economy evolves as currently envisaged, the policy
rate will continue to lie at 4.5 percent to the end of the year, before gradually being reduced.” Refreshed policy rate forecasts from the
central bank indicate only 75bps of cuts next year as the policy rate path shifted higher compared to prior projections (chart 4).

Bank Indonesia Failed to Stem Currency Weakness

Bank Indonesia tried to jawbone rupiah strength after holding its policy rate unchanged and against tail bets it might have hiked again. It
didn’t work. The rupiah depreciated and was Asia’s worst overnight performer to the USD (chart 5). They tried to argue that the rupiah was
expected to appreciate going forward and that they would use intervention to stem the currency’s slide. Markets were looking for a more
convincing gesture like the hike in April to defend the currency.

Light US Data and a TIPS Auction on Tap

Relatively light US data is on tap into the N.A. open. Weekly jobless claims, housing starts for May and the June edition of the Philly Fed’s
metric are all due at 8:30amET ahead of light auction risk with the 5-year TIPS reopening at 1pmET.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate

Last 1-day 1-WK | Last 1-day I1-WK | Last I1-day IWK ] Last 1-day I-WK
u.s. 473 472 470 | 426 424 424 | 424 422 425 | 438 436 4.40 |Canada-BoC 4.75
CANADA 385 385 387 | 332 331 335|330 329 333|323 322 327
GERMANY 282 281 287 | 244 242 248 | 242 240 247 | 258 256 2.64 |US-Fed 5.50
JAPAN 029 028 033 | 052 051 055| 09 093 098] 214 213 213
U.K. 415 419 422 | 389 393 400 | 404 407 412 | 453 455 461 |England - BoE 5.25

Spreads vs. U.S. (bps):
CANADA -87 -86 -83 -94 -93 -90 -94 -93 -92 -115 -114  -113 |Euro zone - ECB 4.25
GERMANY -190 -191 -183 | -182 -182 -176 | -182 -182 -178 | -180 -180 -175
JAPAN -443  -443 437 | -374 373 -369 | -329 -329 -327 | -224 -223  -227 [Japan - BoJ -0.10
U.K. -58 -53 -48 -37 -31 -25 -21 -16 -12 16 19 22
m Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 21517 -94.4 -0.4 -2.0 -4.2 8.9 Australia - RBA 4.35
Dow 30 38835 56.8 0.1 0.2 -2.9 13.2
S&P 500 5487 13.8 0.3 2.1 35 244 New Zealand - RBNZ 5.50
Nasdaq 17862 5.2 0.0 3.0 7.0 30.5
DAX 18154 85.7 0.5 -0.6 -3.3 12.7 Next Meeting Date
FTSE 8234 29.0 0.4 0.9 -2.3 8.8
Nikkei 38633 62.3 0.2 -0.2 -0.8 15.1 Canada - BoC Jul 24, 2024
Hang Seng 18335 -95.1 -0.5 1.2 -4.6 -4.6
CAC 7642 71.4 0.9 -0.9 -6.8 4.8 US - Fed Jul 31, 2024
Commodities Level % change:
WTI Crude 81.70 0.13 0.2 4.1 24 15.9 England - BoE Jun 20, 2024
Natural Gas 2.85 -0.06 -2.1 -6.5 35 14.3
Gold 2340.59 12.43 0.5 1.6 5.0 20.9 Euro zone - ECB Jul 18, 2024
Silver 29.48 0.35 1.2 0.3 -0.7 231
CRB Index 295.68 2.61 0.9 1.0 0.7 9.1 Japan - BoJ June 14, 2024
Currencies Level % change:
USDCAD 1.3712 0.0005 0.0 -0.2 0.6 3.6 Mexico - Banxico Jun 27, 2024
EURUSD 1.0726 -0.0018 -0.2 -0.1 -1.2 -1.8
USDJPY 158.42 0.3300 0.2 0.9 1.4 12.0 Australia - RBA Aug 06, 2024
AUDUSD 0.6673 0.0000 0.0 0.6 0.1 -1.7
GBPUSD 1.2689 -0.0031 -0.2 -0.6 -0.1 -0.6 New Zealand - RBNZ Jul 09, 2024
USDCHF 0.8901 0.0059 0.7 -0.4 -2.3 -0.9
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject
to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as
to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from
any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this
report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
oract as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its
affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Global Economics 4



