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Country Date Time Indicator Period BNS Consensus Latest
us 11/26  09:00 S&P/Case-Shiller Home Price Index (m/m) Sep 0.3 0.3 0.35
us 11/26  09:00 S&P/Case-Shiller Home Price Index (y/y) Sep 5.2 4.7 5.2
us 11/26  10:00 Consumer Confidence Index Nov  110.5 111.8 108.7
us 11/26  10:00 New Home Sales (000s a.r.) Oct 725 725.0 738.0
us 11/26  10:00 Richmond Fed Manufacturing Index Nov -- -11.0 -14.0
us 11/26  14:00 FOMC Minutes

KEY POINTS:

e  Tariff man skewers CAD, MXN, RMB

e Abaker’s dozen of musings on Trump’s tariff threats
e FOMC minutes should be a stale snoozer

e US confidence, home sales data will seem stale now
e BoC speech spoke about a different pre-tariff world

Tariff man threw on his cape and hit financial markets with his threat to impose tariffs of
25% on all imports of goods from Canada and Mexico and another 10% on Chinese
imports above and beyond existing tariffs. Otherwise, modest US data risk and a BoC
speech with new meaning will make for relatively light calendar-based developments.

USDCAD punched north of 1.40 and is now at 1.41 for a toward 1.41 for a depreciation of
about a penny. MXN is also almost 1% softer to the USD. The RMB is a bit weaker as well.
Stocks are broadly lower and led by Asian equities including roughly 1% drops in Tokyo
and China’s Shenzhen composite. TSX futures are down by 2% with S&P futures leaning
toward a slight decline and European equities down by 2% to 1% across exchanges. US Ts
are slightly cheaper along with gilts but EGBs are little changed on balance.

Musings on Trump’s Tariffs
I'll offer a few thoughts on Trump’s announcement.

1. This is what we should expect by way of the kind of volatility we're going to be getting
during Trump 2.0. There will be high risks, high uncertainty that dampens confidence and
the ability to plan, invest and consume at the expense of growth, but also opportunity in
financial markets.

2. It's a threat, but not a certainty, and it may be temporary if executed. This may be why
the reaction across financial markets is not bigger; the ‘art of the deal’ is better
understood in markets now which makes it potentially less useful as his strategy that
involves a lot of hype followed by little action, but that may also drive Trump to be even
more volatile and aggressive. We don’t want to be either pollyannaish or incite panic here.

3. On first pass there appear to be no carve-outs for individual categories of goods. Watch
for reaction in Canadian price benchmarks such as Western Canada Select. | have a hard
time believing that the US administration will not apply carve-outs after this initial threat.
Energy and autos would be prime candidates as two of Canada’s biggest exports and that
would be likely to see full price pass through into American pocketbooks.

4. Equity investors will have to roll up their sleeves and go granular on the implications on
a company-by-company basis. There will be relative opportunities and risks within
portfolios depending upon factors such as exposure to the US through exports but — if
retaliation by all three countries ensues — also potentially on Canadian and Mexican
operations stateside.

5. One reason for some calm in the aftermath of the threat is that US businesses will be hit
hard through integrated supply chains that should serve as a moderating effect. This
points to the silliness of using tariffs that shoot America in the foot. Imposing tariffs like
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this will rattle North American supply chains and that is perhaps the best hope for reversing or at least moderating them. GOP members in
Congress within states that predominantly trade with Canada and/or Mexico will lean against it, and so will affected US businesses in key
industries like autos where US employment is at risk.

6. Another reason for cooler heads to prevail at first is that the lobbying mechanisms are already kicking into place. Trudeau and Trump had
a call last night. Walmart immediately warned last evening about higher prices facing Americans if tariffs go through. US businesses will be
among the most vocal opponents to tariffs.

7. If executed, North American inflation will rise as tariffs are passed onto shoppers and businesses and government procurement programs
and as CAD and MXN weaken. Some of the incidence effects are likely to fall on shareholders through reduced margins.

8. Automatic stabilizers won’t be a panacea to tariffs, but they are kicking in. Currencies of trade-dependent nations will depreciate in
response to terms of trade shocks and punt dollar strength back on the US. Trump says he doesn’t want that, but all of his policies are USD
positive which will harm America’s trade account.

9. First round effects of such tariffs are likely to mean less monetary easing by the Federal Reserve, BoC and Banxico on the inflation fears.
They will turn less dovish if tariffs are implemented as the supply shock dominates concerns and the pandemic-era logic of responding to
supply shocks returns in part. Second and subsequent round effects are more uncertain.

10. The thesis in markets that Trump’s more damaging policies would be held at bay is clearly put to the test with these announcements. It
seems clear that he intends to follow through on the full suite of policies he campaigned on.”

11. The thesis that Bessent would be a moderating voice against Trump’s trade policies was also dealt a major blow and was unrealistic in
the first place to anyone who has watched Trump over the past eight years. The Bessent trade that was hyped by the media yesterday
didn’t actually exist; US Treasury yields started falling at the same time as the drop in oil prices that followed movement toward a peace
deal between Israel and Hezbollah, not because of Bessent’s nomination. Besides, Bessent’s stances on everything from tariffs to his volatile
past voting preferences have not been consistent enough to have that degree of faith. As for Bessent’s ‘roaring 20s’ references, recall that
they started with mass emigration to the United States after WWI, not mass expulsion. They ended with tariff wars, rather than beginning
with them. And fiscal deficits were being reined in after the war effort, not consistently ramped up with today’s unsustainable long-run fiscal
position.

12. America’s drug problem won'’t be solved by tariffs that could actually make it worse. Sophisticated criminal syndicates will move
production to wherever—including within the US—it is profitable to do so and measures that increase risk increase profit and attract more
entry. The US needs to be serious about its drug problem rather than trivializing it with tariffs by asking tough questions about high
pharmaceuticals prices relative to elsewhere in the world that make it a lucrative market for legal and illegal drugs. Why do US doctors
overprescribe opioids. Socioeconomic problems including high income inequality contribute. Demand and high prices won’t be solved by
tariffs.

13. This is an opportunity to take up Canadian grievances with lax US border controls like how Canadian police are constantly saying that
the majority of illegal guns confiscated during crimes come from the United States. Lax US gun controls are a significant border risk to
Canada. Further, Canada is hardly a rampant source of illegal migration to the US but has the fear that as the US ejects people there could
be a flood into Canada from the US.

BoC Speech Faces Fresh Interest

One of the BoC’s DepGovs (Mendes) delivered a speech on “Inflation at 2%: The role of monetary policy going forward.” Go here. Highlights
hit at 8:05amET and were inconsequential on a morning like this that makes the speech look past its best before date. There will be
audience Q&after we publish. We haven’t heard from a BoC official since Rogers on November 6. Since then, we've received a relatively
hotter CPI print and a strong retail set of numbers for September and October. The Federal government also made its announcements last
week about more fiscal stimulus. And now we have the tariff threat that questions the whole essence of the speech title.

Question #1from the audience is likely going to be something like this: “So, Mr. Mendes, how would the Bank of Canada respond to Trump’s
tariffs?” The answer may be that they don’t wish to speculate before seeing fact rather than threats which is kind of a duck out. The other part
may be to emphasize that Canada has a flexible exchange rate that is working in response to this threatened terms of trade shock. A third part
may be that the BoC’'s mandate is to target low and stable inflation first and foremost; a supply chain shock is first round inflationary. Governor
Macklem’s speech in September made it clear that controlling inflation in a world of higher trade policy risks will be job #1.
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Of the US releases, the one that is most likely to be impactful will be consumer confidence as at least a temporary initial verdict on the

election’s impact upon the consumer mindset plus other considerations. The Conference Board’s consumer confidence index is due at
10amET) at the same time as new home sales during October (10amET). Repeat sale home prices are due out for September and Q3 at

9amET.

FOMC minutes are likely to be as dry as dust given that the policy announcement and presser were (2pmET).

Fixed Income

Government Yield Curves (%):

Central Banks

2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day IWK| Last 1-day JI-WK | Last 1-day JI-WK | Last I1-day JI-WK
U.S. 424 427 428 | 417 418 426 | 428 428 440 | 447 447 458 |Canada-BoC 3.75
CANADA 320 327 321 3.1 318 316 | 325 330 333 | 327 332 338
GERMANY 203 202 214 | 203 205 217 | 220 221 234 | 243 244 254 |US -Fed 4.75
JAPAN 059 060 056 | 074 074 071 1.07 1.08 107 | 229 230 230
U.K. 432 432 441 422 422 432 | 435 434 444 | 483 4.81 4.87 |England - BoE 4.75
Spreads vs. U.S. (bps):
CANADA -1056 -100 -107 | -106 -100 -111 -103 -97 -107 | -120 -115 -120 |Euro zone - ECB 3.40
GERMANY -221 -225 -214 -214 -213 -209 -208 -207 -206 -204 -203 -204
JAPAN -365 -368 -372 | -343 -344 -356 | -321 -320 -333 | -218 -217  -229 |Japan - BoJ -0.10
U.K. 8 5 13 4 4 6 7 7 4 35 34 29
w Level % change: Mexico - Banxico 10.25
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 25410 -33.9 -0.1 1.7 3.9 26.4 Australia - RBA 4.35
Dow 30 44737 4401 1.0 3.1 6.2 26.4
S&P 500 5987 18.0 0.3 1.6 3.1 31.3 New Zealand - RBNZ 4.75
Nasdaq 19055 51.2 0.3 1.4 2.9 33.7
DAX 19373 -31.9 -0.2 1.6 -0.5 20.9 Next Meeting Date
FTSE 8281 -10.5 -0.1 2.2 0.4 10.6
Nikkei 38442 -338.1 -0.9 0.1 14 14.9 Canada - BoC Dec 11, 2024
Hang Seng 19159 8.2 0.0 -2.6 -6.9 9.3
CAC 7250 =71 -0.1 0.3 -3.3 -0.6 US - Fed Dec 18, 2024
LCevel % change:
WTI Crude 69.62 0.68 1.0 0.3 -3.0 -7.8 England - BoE Dec 19, 2024
Natural Gas 3.39 0.02 0.6 13.0 324 18.7
Gold 2640.75 15.74 0.6 0.3 18.4 32.0 Euro zone - ECB Dec 12, 2024
Silver 30.79 -0.47 -1.5 0.2 -7.1 29.9
CRB Index 287.51 -2.40 -0.8 1.2 1.0 5.7 Japan - BoJ Dec 19, 2024
LCevel % change:
USDCAD 1.4098 0.0111 0.8 1.0 1.5 3.5 Mexico - Banxico Dec 19, 2024
EURUSD 1.0520 0.0025 0.2 -0.7 -2.7 -4.0
USDJPY 153.17 -1.0600 -0.7 -1.0 -0.1 3.0 Australia - RBA Dec 09, 2024
AUDUSD 0.6498 -0.0006 -0.1 -0.5 -1.3 -1.6
GBPUSD 1.2601 0.0033 0.3 -0.6 -2.9 -0.2 New Zealand - RBNZ Nov 26, 2024
USDCHF 0.8853 -0.0010 -0.1 0.3 2.3 0.6
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