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On Deck for Tuesday, June 25

Country Date Time Indicator Period BNS Consensus  Latest
US  06-25 07:00 Fed's Bowman Speaks on Monetary Policy, Bank Capital Reform
CA 0625 08:30 Core CPI- Median (yly) May - 26 26
CA 0625 08:30 Core CPI-Trim (yly) May - 28 29
CA 0625 08:30 CPI, Allitems (m/m) May 02 03 05
CA 0625 08:30 CPI, Allitems (yly) May 25 26 27
CA 0625 08:30 CPI, Allitems (index) May - 161.1 160.6
CA 0625 08:30 Core CPI-Common (yfy) May - - 26
US  06-25 09:00 S&P/Case-Shiller Home Price Index (m/m) Apr 03 0.3 0.3
US  06-25 09:00 S&P/Case-Shiller Home Price Index (yly) Apr 741 70 74
US  06-25 10:00 Consumer Confidence Index Jun 995 100.0 102.0
US  06-25 10:00 Richmond Fed Manufacturing Index Jun - -3.0 0.0
US  06-25 12:00 Fed's Lisa Cook Speaks on Economic Outlook
US  06-25 14:10 Fed's Bowman Gives Recorded Opening Remarks

KEY POINTS:

e Mildrisk aversion on light macro developments

e Canadian CPI expectations—and whether it matters

e House prices are at an inflection point higher in Canadian inflation
e  CPl basket weight updates may lift inflation a touch higher

e  Other milestones on the path to the BoC’s next decision

e Canadian by-election stunner reinforces current election modelling

Canadian CPl is the only main focus by way of calendar-based risk after a dull overnight
session marked by mild risk aversion. US consumer confidence might spice it up afterward
if it’s a material surprise (10amET).

Stocks are mixed with snps up a touch while almost everywhere else either little changed
or down as much as 1% in Germany. Sovereign bonds are outperforming in Europe over
US Ts.

For May’s CPI report (8:30amET), estimates range from 0.2% (me, 4 in total) to 0.3% (5
forecasters) to 0.4% (2 estimates). Headline and traditional core CPI should be similar
given little expected role played by gasoline and good prices.

And that doesn’t matter. Trimmed mean and weighted median will matter in m/m SAAR
terms as the BoC’s preferred core inflation gauges on a trend basis. If they’re cool again
(chart 1), then that could well be sufficient evidence to give the BoC the green light to cut
again on July 24 regardless of what happens in the next CPI print before the July
decision. If they're hot, then it’s a little more complicated and we're left hanging
somewhat until the next pre-decision inflation print. A hot one followed by a cool one, for
instance, would probably be enough for the BoC to cut again while pointing to the trend
and its inflation forecast which may dominate their thinking in any event.

This CPI report will adjust the spending weights in the annual exercise. Statcan does not
revise CPI figures for basket weight changes and only incorporates them on a go forward
basis at the link month which in this case in May. That said, during the same exercise last
year, Statcan made a point of referencing that if old weights had been used in the May
figures, then CPlin y/y terms would have been a tenth lower. This time, we’re figuring that
based on comparing the effects of the weight changes for April it would have been one-
tenth higher on headline CPI and two-tenths higher on core inflation (chart 2). We will also
see house prices make a touch more of a still small contribution but one that may well be
at an inflection point with probably more to come (chart 3). See my week ahead for
further elaboration (here).

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com
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The other markers on the path to the July 24" BoC  Chart3 Chart 4
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Also see the stunning by-election outcome in
Canada where a Toronto riding held by the Liberals o5
for three decades was won by the Conservative 425
candidate by a 42.1% to 40.5% margin (here). Not 90
even the Conservatives truly thought they’d win. o5 L 4.00
Toronto is typically a Liberal town and this particular 14 15 16 17 18 19 20 21 22 23 24 &@“& \Qv RS (,58’ ebr\\
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riding is the heartland of the popularly termed

‘limosine liberals’. The vote was widely viewed as a
referendum on the current Liberal leadership and a litmus test of PM Trudeau’s ability to lead the party into the next election. The outcome
reinforces current polling and seat projections that predict a Conservative landslide if an election were to be held today (here). An election

has to be held by no later than October of next year so there is a lot of ground to cover between now and then.

Sources: Scotiabank Economics, Statistics Canada.

Sources: Scotiabank Economics, Bloomberg.

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 I-day I-WK
u.s. 473 473 472 | 425 426 424 | 422 423 422 | 436 437 4.36 |Canada-BoC 4.75
CANADA 390 390 382| 335 336 328 332 333 326 | 323 325 3.19
GERMANY 279 281 280 | 240 243 242 | 239 242 240 | 258 262 255 |US-Fed 5.50
JAPAN 031 030 029 | 055 055 052 | 1.00 1.00 094 | 220 218 2.16
U.K. 417 419 415 | 392 394 392 | 404 408 405 ]| 454 458 453 |England - BoE 5.25

Spreads vs. U.S. (bps):
CANADA -82 -82 -90 -91 -90 -96 -91 -90 -96 [ -112  -112  -117 |Euro zone - ECB 4.25
GERMANY -194 192 191 | 185 -183 -183 | -184 -181 -183 | -178 -175 -181
JAPAN -442 442 -443 | -370 -371 373 | -322 -324 -328 | -216 -219  -219 |Japan - BoJ -0.10
U.K. -55 -54 -57 -34 -31 -33 -18 -15 -18 18 22 17
w Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 21849 293.7 14 1.2 -2.1 12.5 Australia - RBA 4.35
Dow 30 39411 260.9 0.7 21 0.9 16.9
S&P 500 5448 -16.8 -0.3 0.3 27 25.3 New Zealand - RBNZ 5.50
Nasdaq 17497 -192.5 -1.1 -1.1 34 29.7
DAX 18124 -201.3 -1.1 -0.0 -3.0 14.5 Next Meeting Date
FTSE 8265 -16.9 -0.2 0.9 -0.6 10.8
Nikkei 39173 368.5 0.9 1.8 14 19.5 Canada - BoC Jul 24, 2024
Hang Seng 18073 45.2 0.3 0.9 -2.9 -4.3
CAC 7641 -65.6 -0.9 0.2 -5.6 6.7 US - Fed Jul 31, 2024
Commodities Level % change:
WTI Crude 81.19 -0.44 -0.5 1.1 4.5 17.4 England - BoE Aug 01, 2024
Natural Gas 2.83 0.02 0.8 1.6 12.4 3.8
Gold 2334.19 -0.46 -0.0 0.2 4.7 215 Euro zone - ECB Jul 18, 2024
Silver 29.56 -0.88 -2.9 1.1 -3.4 32.3
CRB Index 294.78 1.56 0.5 0.3 0.2 12.1 Japan - BoJ June 14, 2024
Currencies Level % change:
USDCAD 1.3663 0.0006 0.0 -0.4 0.2 3.9 Mexico - Banxico Jun 27, 2024
EURUSD 1.0721 -0.0012 -0.1 -0.2 -1.3 -1.7
USDJPY 159.43 -0.1900 -0.1 1.0 1.6 11.1 Australia - RBA Aug 06, 2024
AUDUSD 0.6656 -0.0001 -0.0 0.0 0.0 -0.3
GBPUSD 1.2689 0.0003 0.0 -0.2 -0.6 -0.2 New Zealand - RBNZ Jul 09, 2024
USDCHF 0.8936 0.0006 0.1 1.1 -2.2 -0.2
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