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Chart 1

Comparing UK Core CPI
for All Months of June
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Sources: Scotiabank Economics, UK Office for
National Statistics.

Chart 2

New Zealand's Inflation
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Sources: Scotiabank Economics, Stats NZ.

On Deck for Wednesday, July 17

Country Date Time Indicator Period BNS  Consensus  Latest
us 07-17 07:00 MBA Mortgage Applications (w/w) Jul 12 - - -0.2

CA 07-17 08:30 International Securities Transactions (C$ bn) May - - 412
us 07-17 08:30 Building Permits (000s a.r.) Jun - 1400.0 1399.0
us 07-17 08:30 Housing Starts (000s a.r.) Jun 1275 1300.0 1277.0
us 07-17 08:30 Housing Starts (m/m) Jun 0.2 1.8 -55
us 07-17 09:00 Fed's Barkin Speaks on Economy, Q&A

us 07-17 09:15 Capacity Utilization (%) Jun - 78.4 78.2
us 07-17  09:15 Industrial Production (m/m) Jun 0.3 0.3 0.7

us 07-17 14:00 Federal Reserve Releases Beige Book

KEY POINTS:

e USD falls as Trump plays the victim card

e The USD has been strong for domestic reasons, not foreign conspirators

e Taiwan’s stock market drops as Trump signals ambivalence toward defending it
e UK coreinflation was fairly soft in June

e NZinflation continues to decline

e USIP, housing starts, Beige Book and 20s reopening on tap

e  Will Fed’s Waller disagree with Williams?

e Canada to auction 2s

e Bank Indonesia holds, continues to focus on rupiah

Gilts, US Ts and NZ bonds are underperforming other global benchmarks this morning
partly on a combination of inflation reports (UK, NZ), Fed comments and Trump’s
remarks. US equity futures are broadly lower with European cash markets flat to slightly
lower along with TSX futures.

The dollar is broadly weaker partly on comments by Trump who said that “we have a big
currency problem,” that its strength is a competitive weakness, and that the yen and other
Asian crosses are artificially weak (his view) and hence giving them a competitive
advantage which suggests that his administration may target them. He neglected to
mention the benefits of a strong dollar, like cheaper imports for American consumers, a
check against inflation risk, and a relative advantage in funding markets. There is not a
single competent economist in the whole circle of his yes men (mostly) and women.

No folks, the USD has been strong because of a combination of economic resilience (a
good thing), persistent inflation risk that has kept pushing out Fed cuts, and the
advantage that goes to the US as the world’s preeminent reserve currency. The US spends
a lot on consumption and government spending with concomitant debt issuance that
drives the developed world’s highest bond yields. Because US consumers and
governments spend a lot, the country runs a current account deficit that is funded by a
capital account surplus (inflow). The reserve currency status is at risk given the
unsustainable path that US government finances are on and a Trump administration
would very likely worsen this position.

Regardless, we're entering a renewed dangerous period in which the Trump
administration will play victim and lash out at alleged conspirators with tariffs, as well as
allegations of unfair currency practices and potentially punitive policy actions. Allies will be
the targets of what Trump has done all his life which is to victimize himself and the United
States with warped, cynical and twisted logic and divide everyone in the process. All the
while, a Trump administration will deny America’s own policy shortcomings like massive
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subsidies to agricultural, tech, and transportation sectors among others that distort global trade. Trump is surrounded by ‘yes’ people who
fear him and seek to exploit personal opportunity which raises doubt that Congress could be an effective counterweight.

Taiwan'’s Stock Market Reacts to Trump’s Comments

Taiwan’s stock exchange fell 1% partly on Trump’s comments that the country “took all our chips business” and that he’s skeptical of the
need to defend Taiwan against Chinese aggression especially if they don’t pay for it. Trump also lashed out at Europe as they “treat us
violently” on industry policy. Clearly a Trump administration would drive enormous volatility! He pumped his relations with Putin. Trump 2.0
would be a replay of the first time around when allies would suffer his wrath and the biggest beneficiaries would be dictators.

UK Core Inflation Posting Progress

I’'m not sure that | agree with the market reaction to UK inflation. The popular narrative is that it was sticky, with headline unchanged at 2%
yly (1.9% consensus) and core also unchanged at 3.5% y/y (3.4% consensus). Ergo gilts are cheaper by about 2-3bps in a slight bear
flattener this morning, while sterling is firmer but a middle of the pack performer to the dollar and markets shaved about a couple of basis
points off of August 1°* BoE cut pricing that now stands at 10bps and put higher odds on a September cut.

However, month-over-month core inflation was up by just 0.2% NSA which was among the softest beats to the average for like months in
history that we've seen so far this year (chart 1). The average for a month of June has been 0.1%. That suggests very little by way of any
potentially abnormal seasonally adjusted gain.

After the June 20" BoE decision was ‘finely balanced’ for some MPC members in addition to the 7-2 vote for a hold with two dissenters,
markets might have reduced August cut pricing prematurely.

NZ Inflation Ebbing, but Fast Enough for the RBNZ?

Kiwi inflation ebbed a touch and it didn’t much matter to markets. Headline inflation was up 0.4% q/q NSA nonannualized (0.5%
consensus). Tradeable CPI (more connected to global drivers) fell -0.5% g/q NSA (+0.1% consensus). The more important non tradeable CPI
—that is more domestically driven—was up by 0.9% q/q NSA (0.8% consensus). All three measures continue to wane in seasonally adjusted
g/g annualized terms but are not light (chart 2). Non tradeable CPI, for instance, was 4.9% q/q SAAR in Q2, but well down from the 5.9%
cycle peak.

After the RBNZ's recently dovish turn, it still may be too early to expect a cut by the August 14th meeting which is roughly half priced. That
would require a much bigger change to prior explicit forward guidance that a cut wasn’t likely until 2025.

Bank Indonesia Not Open to Cutting Just Yet

Bank Indonesia held its policy rate unchanged at 6.25% as universally expected. The door was left open to easing later this year but not yet
as the shorter-term focus is upon the rupiah and hence external influences like the Fed. Governor Perry Warjiyo said “The focus of monetary
policy in the short-term is directed at strengthening rupiah exchange rate stabilization and attracting foreign portfolio inflows. Our inflation
is low and our economic growth is good, that’s why | said there is room to lower the interest rate if there’s no global influence.”

Fed’s Waller to Follow Williams’ Hesitancy to Cut

Watch Fed Governor Waller’s comments on the outlook (9:35amET) to see if he is more insightful than Powell was after US core CPI
surprised lower. Waller does enjoy being ahead of other FOMC officials at times and so | wouldn’t discount the possibility of a market
reaction.

NY Fed President Williams perhaps sought to pre-empt Waller’s remarks by stating in a WSJ interview this morning that “l would like to see
more data to gain further confidence inflation is moving sustainably to our 2% goal.” His remarks lean against a July move toward
September or possibly later.

Minor Data and Auctions in N.A.

US data releases will be light with just industrial production (9:15amET) and housing starts (8:30amET) plus the Beige Book of regional
economic conditions (2pmET) on tap plus a 20 year Treasury reopening (1pmET). There are no big names slated to release Q2 US earnings.
Canada’s calendar only brings out the 2s auction (12pmET) with no macro developments on tap.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day 1WK | Last 1-day I1WK | Last 1-day 1-WK | Last J-day I1-WK
u.s. 447 442 462 | 411 407 424 | 418 416 429 | 438 437 4.48 |Canada-BoC 4.75
CANADA 380 377 392 | 334 332 346 | 337 335 347 | 335 333 340
GERMANY 278 276 290 | 240 239 253 | 243 243 253 | 261 262 270 |US-Fed 5.50
JAPAN 033 032 034 | 058 057 061 1.04 103 1.09]| 217 217 223
U.K. 403 399 412 | 392 389 398 | 408 405 413 | 457 455 464 |England - BoE 5.25
Spreads vs. U.S. (bps):
CANADA -66 -65 -70 =77 -76 -78 -80 -81 -81 -103  -104  -108 |Euro zone - ECB 4.25
GERMANY -169 -166 -172 | -170 -168 -171 | -174 -173 175 | -177 -176 -178
JAPAN -414  -410 -428 | -353 -351 -363 | -313 -313 -320 | -220 -220 -225 |Japan - BoJ -0.10
U.K. -44 -43 -50 -19 -19 -26 -10 -1 -16 19 18 16
m LCevel % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 22995 243.7 1.1 4.3 6.5 13.7 Australia - RBA 4.35
Dow 30 40954 742.8 1.8 4.2 5.6 18.4
S&P 500 5667 36.0 0.6 1.6 35 25.3 New Zealand - RBNZ 5.50
Nasdaq 18509 36.8 0.2 0.4 3.7 29.9
DAX 18348 -170.3 -0.9 -0.3 1.5 14.2 Next Meeting Date
FTSE 8136 -29.1 -0.4 -0.7 -0.1 9.8
Nikkei 41098 -177.4 -0.4 -1.2 6.8 26.5 Canada - BoC Jul 24, 2024
Hang Seng 17739 11.4 0.1 1.5 -1.0 -6.7
CAC 7528 -51.6 -0.7 -0.6 -0.6 3.2 US - Fed Jul 31, 2024
Commodities Level % change:
WTI Crude 81.12 0.36 0.4 -1.2 1.0 9.4 England - BoE Aug 01, 2024
Natural Gas 2.21 0.02 0.8 -5.3 -20.9 -12.2
Gold 2471.21 213 0.1 4.2 10.8 26.4 Euro zone - ECB Jul 18, 2024
Silver 30.87 0.13 0.4 -0.6 5.7 24.6
CRB Index 285.79 -2.60 -0.9 -1.4 -2.5 6.7 Japan - BoJ June 14, 2024
m Level % change:
USDCAD 1.3670 -0.0003 -0.0 0.4 -0.4 3.6 Mexico - Banxico Aug 08, 2024
EURUSD 1.0937 0.0038 0.3 1.0 1.9 -2.7
USDJPY 156.42 -1.9300 -1.2 -3.3 -0.8 12.8 Australia - RBA Aug 06, 2024
AUDUSD 0.6743 0.0009 0.1 -0.1 2.0 -1.1
GBPUSD 1.3032 0.0058 0.4 1.4 26 -0.3 New Zealand - RBNZ Aug 13, 2024
USDCHF 0.8864 -0.0073 -0.8 -1.5 -0.3 3.0
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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.
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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
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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



