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On Deck for Wednesday, February 15

Country Date Time Indicator Period BNS  Consensus Latest
usS 02-15 07:00 MBA Mortgage Applications (w/w) Feb 10 - -1.7
CA 02-15 08:15 Housing Starts (000s a.r.) Jan  225.0 245.0 248.6
CA 02-15 08:30 Manufacturing Shipments (m/m) Dec  -1.8 -1.5 0.1
CA 0215 08:30 Wholesale Trade (m/m) Dec  -18 -1.6 0.5
us 02-15 08:30 Empire State Manufacturing Index Feb - -18.0 -32.9
us 02-15 08:30 Retail Sales (m/m) Jan 22 2.0 -1
us 02-15 08:30 Retail Sales ex. Autos (m/m) Jan 0.9 0.9 11
CA 02-15 09:00 Existing Home Sales (m/m) Jan - 2.5 1.3
us 02-15 09:15 Capacity Utilization (%) Jan - 7941 78.8
us 02-15 09:15 Industrial Production (m/m) Jan 0.6 0.5 0.7
us 02-15 10:00 Business Inventories (m/m) Dec - 0.3 0.4
us 02-15 10:00 NAHB Housing Market Index Feb 37.0 35.0
US 0215 16:00 Total Net TIC Flows (US$ bn) Dec 165.0 213.1
us 02-15 16:00 Net Long-term TIC Flows (US$ bn) Dec - 171.5

KEY POINTS:

e Dollar bulls in charge post US CPI, ahead of retail sales

e USretail sales expected to post a strong gain

e UK core CPI posts weaker than normal January...

e ...onthe heels of softer wage growth...

e ...driving BoE pricing lower...

e ...but with another round of data before the March meeting
e Canadian releases unlikely to impact markets

Global markets continue to be in mild risk-off mode this morning in the wake of
yesterday’s US inflation figures (recap here). US and Canadian equity futures are slightly in
the red, while the dollar is gaining ground against most crosses. European cash equities
range from flat (London) to up 1% (Paris). The biggest mover among sovereign curves is a
rally in gilts following a soft core CPI reading.

The main global highlight into today will continue to be US macro releases. This time the
focus is upon retail sales for January that could demonstrate how markets overreacted to
December’s soft patch.

Most estimates for US retail sales range from around 12% m/m SA to 2%2%. | put in 2.2%.
An 18.3% m/m SA rise in vehicle sales could alone add over 2 ppts in weighted terms.
Higher gas prices will also contribute a touch. So could generally higher CPI. Key will be
sales ex-autos and gas that most expect to be strong. Also key will be volumes after
adjustments.

I still think that US retail was soft in December because sales got pulled forward into
earlier in the season up to October due to earlier than usual discounting and fear of
shortages given still fairly low inventories to sales (chart 1). A second reason was that
spending rotated somewhat toward services away from goods into the holidays. In any
event, the overall 4™ quarter saw a solid gain in consumer spending and January could
begin to extend that into Q1.

The US also updates industrial output for January this morning (9:15amET) with a modest
rise expected.

UK core inflation fell by more than is typical in m/m NSA terms during January compared
to past months of January. January is usually a soft seasonally unadjusted month (as per
UK convention) but the -0.9% m/m decline was bigger than usual. That dragged the year-
over-year core CPl rate down by half a point to 5.8%. The result drove sterling to be
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weaker and among the weakest crosses relative to the USD this morning, while the gilts curve bull steepened with a 10bps drop in the 2-
year yield. Market pricing for the March 23 BoE decision moved about 6bps lower and terminal rate pricing dropped by 17bps to price
about another 2% of cumulative hikes from here.

Pair the UK core CPI reading with the soft UK wage figures in m/m terms from yesterday and perhaps markets are right to ease off BoE
pricing. Or maybe it's noise and they overreacted to one reading and with another CPI print and another set of job and wage readings due
before the BoE’s next decision.

Several Canadian indicator updates are on tap but none of them are likely to impact markets. Statcan already issued preliminary guidance
for manufacturing and wholesale figures (8:30amET) with details pending while the pair of pending housing updates rarely affects markets.
They will include housing starts during January (8:15amET) and existing home sales for January (9amET).

Colombia’s economy is expected to mildly contract when Q4 GDP figures land (117amET).

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I1-WK | Last 1-day I-WK [ Last 1-day I-WK | Last 1-day I-wk
u.s. 462 462 442 | 400 400 379 | 375 375 361 | 379 3.78 3.67 |Canada-BoC 4.50
CANADA 418 418 391 | 338 338 315 ]| 318 3.18 3.01 | 3.17 3.16 3.06
GERMANY 287 286 272 | 251 251 237 | 243 244 236 | 236 238 233 |US-Fed 4.75
JAPAN -0.04 -0.05 -0.03| 020 019 019 | 051 051 050 148 149 155
U.K. 374 383 347 | 341 351 319 | 344 352 331 | 382 3.89 3.77 |England - BoE 4.00
Spreads vs. U.S. (bps):
CANADA -44 -44 -51 -62 -62 -64 -57 -57 -60 -62 -61 -61 |Euro zone - ECB 3.00
GERMANY -175  -176 171 | -148 -150 -142 | -132 -131 -125 | -143 -140 -134
JAPAN -466  -467  -445 | -379 -381 -360 | -324 -324 -311 | -231 -228 -212 |Japan - BoJ -0.10
U.K. -87 -79 -95 -59 -49 -61 -31 -23 -30 3 11 10
m Level % change: Mexico - Banxico 11.00
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 20705 2.6 0.0 0.1 1.7 -3.7 Australia - RBA 3.35
Dow 30 34089 -156.7 -0.5 -0.2 -0.6 -2.6
S&P 500 4136 -1.2 -0.0 -0.7 34 -7.5 New Zealand - RBNZ 4.25
Nasdaq 11960 68.4 0.6 -1.3 8.0 -15.4
DAX 15459 78.6 0.5 0.3 25 0.3 Next Meeting Date
FTSE 7959 5.6 0.1 0.9 1.5 4.6
Nikkei 27502 -100.9 -0.4 -0.4 6.5 0.2 Canada - BoC Mar 08, 2023
Hang Seng 20812 -301.6 -1.4 -2.2 -4.3 -15.8
CAC 7303 88.9 1.2 2.6 4.0 4.6 US - Fed Mar 22, 2023
Commodities Level % change:
WTI Crude 78.40 -0.66 -0.8 -0.1 -1.8 -14.8 England - BoE Mar 23, 2023
Natural Gas 2.56 -0.01 -0.5 6.6 -25.3 -40.7
Gold 1836.26 -18.05 -1.0 -2.1 -4.4 -0.9 Euro zone - ECB Mar 16, 2023
Silver 21.71 -0.28 -1.3 -2.2 -8.3 -8.4
CRB Index 273.56 0.77 0.3 1.0 -0.9 4.4 Japan - BoJ Mar 10, 2023
Currencies Level % change:
USDCAD 1.3394 0.0057 0.4 -0.4 -0.1 5.3 Mexico - Banxico Mar 30, 2023
EURUSD 1.0715 -0.0023 -0.2 0.0 -1.0 -5.7
USDJPY 133.47 0.3100 0.2 1.6 3.8 15.4 Australia - RBA Mar 06, 2023
AUDUSD 0.6894 -0.0092 -1.3 -0.4 -0.9 -3.6
GBPUSD 1.2068 -0.0105 -0.9 -0.0 -1.0 -10.9 New Zealand - RBNZ Feb 21, 2023
USDCHF 0.9220 0.0004 0.0 0.1 -0.5 -0.4
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