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KEY POINTS:

Bonds slightly cheaper, equities little changed...

...on light macro developments

e Australia’s rates spike, A$ outperforms after another hot inflation report...

e ..that feed RBA hike risk
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AustraliaCPI e Canada quiet ahead of tomorrow’s 2s, Friday’s GDP...
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yly% change e ...as markets assign low odds to a July BoC cut
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. It's a light session by way of fresh macro developments that has sovereign bonds broadly
4 cheaper, equities little changed, and the dollar broadly stronger. The catalysts are not
3 clear in my opinion. There was a slight cheapening bias in US Ts before hot Australian CPI
2 landed and drove further cheapening.
1 Nevertheless, to pin slightly cheaper US Ts this morning on Australian and Canadian
o inflation data suggests markets are applying some casual empiricism if they think that the
q L

. 0 ” - . 4 unique drivers of US inflation have something in common with those two other countries
Sources: Scotiabank Econormics, Australian Bureau at this point in the cycle. During the pandemic, the challenges facing global supply chains
of Statistics. drove more correlated global inflation risk. Right now, | think inflation risk is more
idiosyncratic and market-specific such that it’s more likely that what happens in places
like Canada and Australia is more likely to stay in Canada and Australia rather than being

treated as portable risk into places like Europe and the US.

RBA HIKE PRICING INTENSIFIES AFTER HOT CPI

Chart 2 Australian monthly inflation surprised higher and Chart3
Australian Core CPI that drove serious underperformance by Australia’s RBA's Markets Pricing
235 mim% change, SAAR rates curve and a stronger A$. The real test will come 480 - ¢
20 on July 30" when full Q2 Australian CPI figures are
5t released since RBA Governor Bullock has put 235 |

significant emphasis upon that report in terms of
potential hike risk.
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3.6% prior) and key was that the trimmed mean CPI
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> hence remains materially above the RBA's 2-3%
of Statistics.

inflation target range (chart 2). In Australia’s case, trimmed mean CPI takes the middle
70% of the CPI basket and trims out the tails to focus more closely upon central
tendencies (Canada takes the middle 60%).
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The result pushed August RBA hike pricing about 7bps higher to a still slim 8bp and added 7-8bps to September pricing which is now a 50-
50 call (chart 3). Australian 2s cheapened by 18bps and 10s were up 11bps while the A$ is outperforming almost all major and semi-major
crosses this morning.

RISING PRESSURE ON FUTILE YEN INTERVENTION

The yen continues to soften on a morning of broad-based USD strength and is now at 160. That will put more pressure upon the MoF to
intervene. And they’ll fail. Again. One-sided intervention against fundamental macro drivers can only at best temporarily manage a currency
but without lasting consequences.

LIGHT US DEVELOPMENTS

US auction risk continues with 2-yr FRN (11:30amET) and 5-year Ts auctions (1pmET).

US new home sales may face downside risk given the correlations with model home visits that have been weakening (10amET).
MARKETS LARGELY WIPED OUT JULY BOC CUT PRICING

There is nothing out in Canada today ahead of tomorrow’s 2s auction in the wake of yesterday’s hot CPI, and Friday’s GDP figures. Markets
now see only 6bps of a cut priced for the BoC’s July 24™ decision, down from about 15bps of a cut priced before yesterday’s CPI figures
(reminder recap here). A lot of data is still ahead before the next decision including another CPI report, the BoC’s surveys of businesses and
consumers including measures of inflation expectations, a jobs report, and both April and May GDP estimates.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I1-WK ] Last 1-day IWK | Last 1-day I-WK] Last 71-day JI-WK
u.s. 473 474 472 | 431 428 424 | 428 425 422 | 441 438 4.36 |Canada-BoC 4.75
CANADA 402 398 385 | 347 342 331 | 344 338 329 332 326 322
GERMANY 281 281 281 | 245 242 242 | 244 241 240 | 263 260 256 |US-Fed 5.50
JAPAN 031 031 028] 056 055 051 | 103 100 093] 225 220 213
U.K. 423 421 419 | 399 395 393 | 412 408 4.07 | 460 458 4.55 |England - BoE 5.25
Spreads vs. U.S. (bps):
CANADA =71 =77 -86 -84 -85 -93 -85 -87 93 [ -109 -112  -114 |Euro zone - ECB 4.25
GERMANY -192 193  -191 | -187 -185 -182 | -184 -184 -182 | -179 -178 -180
JAPAN -442  -444 443 | -375 -372 -373 | -325 -324 -329 | -217 -218 -223 |Japan - BoJ -0.10
U.K. -50 -53 -53 -32 -32 -31 -17 -17 -16 19 20 19
w Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 21788 -60.1 -0.3 0.8 2.4 11.2 Australia - RBA 4.35
Dow 30 39112 -299.0 -0.8 0.9 0.1 16.0
S&P 500 5469 214 0.4 -0.1 3.1 26.3 New Zealand - RBNZ 5.50
Nasdaq 17718 220.8 1.3 -0.8 4.7 329
DAX 18159 -18.7 -0.1 0.5 -2.9 14.8 Next Meeting Date
FTSE 8236 -11.5 -0.1 0.4 -1.0 10.5
Nikkei 39667 493.9 1.3 2.8 2.0 21.9 Canada - BoC Jul 24, 2024
Hang Seng 18090 17.0 0.1 -1.8 -3.9 -5.5
CAC 7606 -56.7 -0.7 0.5 -6.0 5.9 US - Fed Jul 31, 2024
Level % change:
WTI Crude 81.35 0.52 0.6 -0.3 47 17.3 England - BoE Aug 01, 2024
Natural Gas 2.70 -0.06 -2.0 7.2 71 -3.3
Gold 2312.84 -6.78 -0.3 -0.7 3.7 20.3 Euro zone - ECB Jul 18, 2024
Silver 29.56 0.00 0.0 1.5 -3.4 32.3
CRB Index 292.06 -2.72 -0.9 -0.3 -0.8 10.9 Japan - BoJ June 14, 2024
Level % change:
USDCAD 1.3692 0.0034 0.2 -0.1 0.4 4.1 Mexico - Banxico Jun 27, 2024
EURUSD 1.0683 -0.0031 -0.3 -0.6 -1.6 -2.0
USDJPY 160.31 0.6100 0.4 1.4 2.2 1.7 Australia - RBA Aug 06, 2024
AUDUSD 0.6655 0.0008 0.1 -0.3 0.0 -0.3
GBPUSD 1.2648 -0.0038 -0.3 -0.6 -0.9 -0.5 New Zealand - RBNZ Jul 09, 2024
USDCHF 0.8977 0.0030 0.3 1.5 -1.8 0.2
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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.
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