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FX Volatility in the Trump Era: Déja Vu?
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The End of Dollar Dominance?

Market volatility is likely to persist into the coming week as markets grapple with whether temporary or more profound forces of change are
upon financial markets due to unintended effects of Trump’s trade wars. An otherwise active calendar of developments also lies ahead. Will
the BoC cut or hold? The ECB is widely expected to cut, but key is the bias. US earnings season ramps up, a pivotal moment in Canada’s
election campaign arrives, and a significant line-up of global indicator releases from China, the US, UK, Canada, Australia plus a pair of
regional central bank decisions will make for a spicy week ahead.

THE END OF DOLLAR DOMINANCE, OR JUST TEMPORARY VOLATILITY?

Thus far, volatility is more about price discovery in the wake of US policy shocks rather than signs of market dysfunction. Apparent
anomalies in how markets are responding to rash and sudden developments may have sound explanations and could stabilize, versus
extrapolating these developments with extreme and premature views such as how they finally represent the end of longstanding dollar
dominance and US exceptionalism. Should developments deteriorate, the Federal Reserve is standing by the ready with a powerful suite of
tools other than the policy rate that is likely to remain on hold for an extended period.

The signs of strains were evident in market moves this past week. The 10-year Treasury yield backed up by about a half percentage point to
about 4%2% and the two-year yield increased by about 30bps. The dollar on a DXY basis has been steadily tumbling this year and is about
9% weaker to where it was in January. The euro and related crosses are about 10% firmer to the dollar over this period during which all
major crosses have appreciated and so have many emerging market currencies.

On the face of it, these are curious developments. Chart1 Chart 2
Instead of benefiting as a safe haven during times of Real Fed Funds Rates Real Fed Funds Rates
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risks ahead. The other reason for postponing some of the tariff moves was perhaps to focus more
upon pushing off tariff plans in an attempt to get the GOP moving toward a Budget reconciliation bill. ~ Chart3

What | think explains these apparently unusual market moves is that markets are struggling with a US & CA Bond Market Liquidity

fundamental and sudden reassessment of US inflation-adjusted policy yields that have abruptly 6 r

. . . . L Index CA Government
fallen (charts 1, 2). This occurred against the backdrop of already impaired Treasury liquidity that Securities Liquidity
5 F
worsened (chart 3). These developments were disruptive to the highly leveraged market that US Government Index
specializes in aligning relative interest rate and exchange rate differentials across markets. The 4 | SecuritiesLiquidity

Index
developments were a shock to contracts and transactions that were priced with collateral terms

based upon a less unstable policy backdrop. Perhaps once markets reassert a new equilibrium for 3
real yields and how related financial markets should adjust there may be renewed calm.

Enter covered interest parity. Theory posits that the interest rate differential between two
currencies in cash markets should equal the difference between spot and forward market exchange 1

rates between the same two currencies and across the same time horizons. When that’s not the

case, arbitrage ensues in whatever combination is necessarily to align the current rate spread with 12 13 14 15 16 17 18 19 20 21 22 23 24 25

the market’s assessment of the reward or penalty to holding a currency relative to another in two e .
Sources: Scotiabank Economics, Bloomberg.

different time periods.
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That’s the theory. Reality is that there is a complex error term on this relationship called the cross-currency basis. A popular theory is that
the covered parity relationship became impaired when regulations changed to make the core financial system—banks in particular—safer
after the Global Financial Crisis. The added regulatory restrictions that were placed upon them restrained their ability to deploy as much
balance sheet in search of arbitrage opportunities. This can be particularly problematic when there are sudden shocks to the system, like
the late 2019 repo funding market crisis or the early stages of the pandemic.

Enter nontraditional financial market players led by hedge funds. Through a complex array of transactions, they can move in where banks
have become more restrained and seek to realign markets and restore covered interest parity. They do this through cash transactions in the
Treasury market, operations in the Treasury futures market, and funding their moves by adjusting Treasury securities as collateral in the
repo market. Very high amounts of leverage are involved which amplifies profits if the correct bets are placed but amplify losses and trigger
margin calls on hedge funds and potentially forced selling of safe and riskier assets if unanticipated developments shock the system.

And so problems arise when there are sudden unexpected shocks to their complex web of Chart 4
transactions. Like Trump’s massive retaliatory tariffs that sparked a total re-evaluation of risks  the widening Cross Currency Basis Reflects
to growth, jobs, inflation and what the Federal Reserve may do about it all. Cross currency Modest Strains in Financial Markets

3 EURUSD 12-month cross-currency basis bps

basis widened (chart 4) and this widening has persisted but is nowhere close to crisis levels
that signal widespread dysfunction. It widened because increased uncertainty and violent 2r
repricing of expectations for inflation, growth and what the Fed might do was a sudden shock 1

to a very highly leveraged market. 0

It is encouraging that—despite the unusual moves across connected markets—measures like

the basis are not signalling a crisis, but this requires further monitoring this week. Further -2
abrupt moves could slam already shaken confidence and faith in the Trump administration’s -3
handle on policy measures. 4
There are important backstops to consider. For one, the Federal Reserve is already using its 5
communication tools to lend support such as this FT piece that captured remarks from -6
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Boston Fed President Susan Collins who said “we’re not seeing liquidity concerns overall” but e .
Sources: Scotiabank Economics, Bloomberg.

the Fed “does have tools to address concerns about market functioning or liquidity should
they arise.”

These tools take varied forms including liquidity injections through routine repo operations, deployment of existing facilities, relative rate
adjustments such as at the discount window if needed, the creation of new measures and facilities if needed, and possibly tweaks to
quantitative tightening after having just tapered the pace at which it is allowing its Treasury holdings to roll off the balance sheet as they
mature. Monitoring, communicating support, and if needed, jumping in the markets to restore confidence are powerful ways in which the
Fed can support market functioning without abandoning its patience mantra as it too evaluates where inflation and job markets are going in
future and what to do about it.

Further developments lie ahead. Governor Bowman'’s recent confirmation hearing before the Senate Banking Committee for the role of Vice
Chair for Supervision is important. She—and Chair Powell—support exempting banks’ holdings of Treasury securities from the supplementary
leverage ratio (SLR). If her nomination flies—and it is expected to whenever the vote is held—then this would free up more capital to improve
liquidity and functioning in the Treasury market. The longstanding deterioration of liquidity in the Treasury market could use the help.

To sum up, keep calm, and trade on. With information known to date, | wouldn’t look at these recent moves as clear evidence that the
almighty greenback is baked for good. Moves in the basis and Treasury liquidity reflect rational moves by market participants including
banks when they get concerned about dollar liquidity and converting into other currencies. As markets reprice expectations and settle down
at a new equilibrium and with the FOMC standing at the ready, recently anomalous developments in financial markets could well be
temporary. That could reopen markets that have seen suspended issuance and lending activity.

As for what lies beyond for the US dollar? I've said all along that the Trump administration needs to tread extremely carefully with respect
to fiddling with the overall position of the US balance of payments accounts. Measures to abruptly shock the trade and broader current
account deficits must be considered in light of the flip side to these effects on the capital account. Abruptly narrower trade deficits mean
abruptly narrower capital account surpluses, as in less foreign appetite for US paper. Presumably the two hedge fund managers in Trump’s
cabinet are sharing this caution. Still, it's too early to tell if the US administration will succeed in durable narrowing the trade deficit through
blunt tools and how both global trade and the global financial system may evolve from here.
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BANK OF CANADA—IT’S A CLOSE CALL

The Bank of Canada delivers its next policy decision on Wednesday. As if US policy uncertainty
isn’t enough of a challenge for them to navigate, there is also domestic policy uncertainty in the
midst of an election campaign.

A fresh statement and Monetary Policy Report will come first (9:45amET). A press conference
hosted by Governor Macklem and Senior Deputy Governor Rogers follows forty-five minutes later.
Also watch for complementary research notes on topics such as revised neutral rate estimates and
perhaps other matters.

Our (nervous) callis a hold. I'll lay out cases below for both a hold and a cut at this meeting. No
further balance sheet changes are expected since the BoC is on autopilot in terms of having ended
quantitative tightening back at the January meeting. The BoC's action to bring market pricing in
line with its policy rate has been successful.

The Hold Case—Inflation!

Governor Macklem has been clear that monetary

. T h
policy has its limits in a trade war and that at the end Charté
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back to last May (chart 5). Their persistence has

Businesses Plan To Raise Prices
tended to suggest that the BoC shouldn’t have been

If Tariffs Are In Place

easing as much as it has to date, soit’s time to call 60 % offirms
time out. Factors like ongoing supply chain challenges,
housing shortages, weak productivity, real wage gains, 0T
and persistent cost pressures are among possible 20 |
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tariffs through higher prices (chart 8). Furthermore,
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2-3% Above 3%

two-thirds of businesses say they expect inflation to be above the 2% inflation target with 44% expecting it to be between 2-3% and about

one-quarter expecting inflation to be above 3% (chart 9).
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Third, retaliatory tariffs add some upside risk to inflation which is behind the measures of inflation expectations. Canada has imposed 25%
tariffs on $60 billion of US imports plus a 25% tariff on the share of US assembled vehicle imports that is non-CUSMA/USMCA compliant.
These higher prices will begin showing up in prices paid very shortly.

Fourth, how supply chains evolve from here is a risk facing central banks the world over. A potentially severe crippling of supply chainsis at a
nascent stage of development. The trade war started by the US and the crippling bilateral tariffs with China essentially mean trade stops
between the two countries given that producers would be supplying each other’s market at a loss. Some of that will trickle into Canada
through US routes.

Fifth, it’s reasonable to expect further fiscal stimulus to be rolled out. Provinces have done this to an extent in the annual budget parade.
The Federal government has done a little via measures such as enhanced access to expanded employment insurance benefits and
supportive financing measures by Crown corporations. But key will be future measures that are likely to be introduced by the Federal
government once the April 28™ election determines a victor and the composition of Parliament, once Parliament returns and a fresh
Cabinet is appointed, and once priorities are established on the path toward a budget that may take weeks to deliver, perhaps by June.
Assumptions on the amount of fiscal stimulus that is forthcoming are largely arbitrary in magnitude and composition, but if the past pattern
is any indication, then the same mistake of overdoing it on short-term transfers to households may be likely.

Sixth, at 2.75%, the BoC'’s policy rate is already within the neutral rate range that the BoC estimates to be between 2.25% and 3.25%
pending a possible refresh this week. Policy is already much easier in Canada than in the US where the Federal Reserve’s policy rate of 4%2%
sits well above 3% longer-run estimate of the neutral policy rate.

Seventh, the currency has done some of the heavy lifting for the BoC, although be careful with this argument. It’s true that CAD has
depreciated to the USD since before the US election, but recent moves that have shown disfavour toward the USD have reversed much of
this; USDCAD at about 1.39 at the time of writing is about six cents firmer than the peak weakness in February and only about 4-5 cents
weaker than early last October. The BoC will have a mindful eye toward what is going on with the USD which I've written about in a separate
section, and also the chicken-and-egg aspect to currency movements and volatility toward pricing future BoC rate moves; some of the
remaining currency weakness reflects market pricing for 25-50bps of easing over the course of this year.

Eighth, there are other developments going on in the economy beyond the tariff obsessions. The fuller integration of the wave of
immigration into the economy represents lagging stimulus to the housing and consumer markets; I'll give opposing arguments on this in the
cut section. Prior monetary easing has not yet fully worked through the economy in lagging fashion. Canadian households have a high
saving rate and hoarded savings with pent-up demand for housing and related consumption.

The Cut Case—Disinflation!

And here is the opposing list of reasons for the Bank of Canada to cut this week. Key is that Chart 10
Canada is a modestly sized, open economy that trades a lot especially with the US and is Canadian Output Gap
significantly dependent on commodities. 4
First, Canada is starting with ongoing slack in its economy even before the effects of the trade 2
shock hit. The output gap remains in net slack territory (chart 10). 0
Second, as the international backdrop sharply deteriorates, Canada could import considerable
economic weakness, more slack in its economy, and disinflationary effects. The BoC must revise -4
global and US growth sharply lower this week; they previously had the US pegged to grow by -6
2.6% this year and 2.3% next year whereas recession talk is now in the air. This means there will g
be less foreign demand for Canadian exports and hence a bigger drag on Canadian economic 10
growth. That, in turn, could add more slack to the economy depending in part upon how the BoC ”
refreshes its estimate of the supply side and its projected rate of growth, a.k.a. potential GDP.
14 L
Third, commodity prices matter a lot to Canada and key measures are falling. Western Canada % 17 18 19 20 21 22 23 24

. . . : Scotiabank E i isti .
Select—a proxy for heavy oilsands in Alberta and Saskatchewan—has plunged by almost 20% in Sources: Scotiabank Economics, Statistics Canada

just the past couple of weeks as trade tensions became massively escalated. The BoC tends to look upon lower commodity prices as a case
for a dovish pivot. That’s because lower commodity prices represent a negative terms of trade shock as export prices fall more than import
prices which means the country is importing a downward shock to imported incomes. This effect trickles throughout the economy and
shows up in upward pressure on fiscal deficits, and downward pressure on overall corporate profits and household incomes. Because of
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these effects, it tends to mean less spending by Chart 11 Chart 12
households and businesses. Consumer Confidence Canadian Business Confidence
) ) 140 E i d 1 70 )
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of over 30,000 jobs in March is just one reading after 40 >0
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40
Flfth, inventories are rising (chart 13) Some of that is 12 13 14 15 16 17 18 19 20 21 22 23 24 25

rational after the experience of the pandemic and Sources: Scotiabank Economics, Conference Board
of Canada, Nanos Research Corporation.

15 16 17 18 19 20 21 22 23 24 25

Sources: Scotiabank Economics, CFIB.
other supply chain shocks over recent years.

Companies chose to hold higher inventories because they were burned by the inability to get Chart13
product when they needed it. This may remain true for the longer-term but could be a headwind Canada Economy-Wide Inventories
to the economy in the nearer term. Inventories are expensive to finance and store, so as they 12  stock-to-sales ratio

balloon, production and hiring are likely to weaken in order to contain inventory costs.

Sixth, because of these developments, the BoC is very likely to revise Canadian growth projections
sharply lower. They previously had 1.8% growth this year and next. We are leaning toward average
quarterly annualized GDP growth of under 1% this year and it could easily be weaker. We cannot
rule out recession risk in Canada.

Seventh, as growth is revised lower, the BoC could widen its estimated amount of slack in the
economy. Key will be how they adjust their estimates for the supply side’s ability to grow. They
might adopt a more negative view in the shorter-term which could be partly offsetting to their
projected amount of slack in the economy.

Eighth, remember flexible inflation targeting? Governor Macklem was the #2 at the BoC when Mark * 8 87 93 99 05 1 17 23
Carney was Governor and emphasized a flexible approach to inflation risk when dealing with the Source: Scotiabank Economics, Statistics Canada.
aftermath of the Global Financial Crisis. The BoC targets 2% as the midpoint of a 1-3% inflation target range and could conceivably say that
the uncertainty toward how bad things may get merits relaxing a little in favour of allowing nearer term inflation to stray somewhat above
2%. Whether Macklem would do that now is uncertain. He has said he is focused on 2%, but then again, it's our perception that when given
half an excuse to turn dovish he tends to seize the moment.

Ninth, Canada is not retaliating against US tariffs in dollar for dollar fashion and so on net the tariffs are a mild disinflationary shock to
demand; they hit Canada’s exports harder than Canada’s imports and so the overall trade surplus may narrow and the trade deficit after
excluding energy may widen.

Tenth, an added risk possible downside risk to the inflation outlook is trade diversion by countries facing high tariffs in the US toward
dumping surplus product in Canada. China is the main conduit through which this may happen.

Eleventh, while the BoC has often gone against markets, if they were to hold at this meeting then they would slightly tighten monetary
policy conditions given the one-in-three odds of a 25bps cut that is priced for this meeting at the time of writing. This isn’t likely to be a big
consideration to the bank and the market is only pricing between 25-50bps of easing in total this year.

Lastly, while supply chains are at risk of driving higher inflation, a partial offset is that transportation costs will probably fall and perhaps by
quite a lot. For example, global container prices are presently soft (chart 14) and as global trade deteriorates, there is likely to be less
demand for containers and modes of transportation across air, rail and shipping. This effect is likely to be disinflationary because the limited
amount of trade that survives will be incurring lower transportation costs.

Global Economics 6
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CANADIAN INFLATION—UNLIKELY TO AFFECT THE BOC’S NARRATIVE

Canada updates CPI for the month of March on Tuesday and hence one day before the BoC’s
decision. Could it sway the call either way? That'’s highly doubtful and so I'll keep this section
relatively brief. The BoC'’s forecasts and Monetary Policy Report will be set before the CPI
release and they are unlikely to be overly reactionary to just one set of numbers.

I've estimated a rise of 0.7% m/m on a seasonally unadjusted basis as per the polling
convention, and 2.7% y/y from 2.6% the prior month.

Because March is normally an up-month for prices as new Spring and Summer lines get rolled
out for seasonal merchandise, the 0.7% m/m NSA rise is estimated to mean at 0.3% m/m
seasonally adjusted gain.

The rest of the pressure comes significantly from the expiration of the GST/HST cut on a
modest portion of the CPI basket in mid-February. The way Statcan captures this effect entails
including half of it in February and the other 0.4% m/m half of the rise in total CPI the next
month.

Gasoline prices were slightly weaker in March over February in seasonally unadjusted terms
and this could be about a -0.1% m/m NSA weighted drag on total CPI.

A further upside risk is what happens to seasonal adjustment factors. They may overstate the
rise of seasonally adjusted prices because of the recency bias in how SA factors are calculated.
By emphasizing seasonal patterns in more recent years more heavily than history, recent
months of March have seen relatively high SA factors (chart 15).

Key, however, will be whether the aforementioned trend persistence in the Bank of Canada’s
preferred core gauges continues. It’s virtually impossible to forecast these measures that are
so sensitive to small movements in the dozens of price subcomponents that are included in
the basket absent credible price information before hand. However, as the GST/HST cut fully
shook out of prices, it’s possible that some relief in core prices could arise if retailers seek to
offset some of the tax-induced price spike. These core measures exclude the direct effects of
tax changes but it’s the indirect effects that may be uncertain.

ECB—CUT BUT TREAD CAREFULLY

April 11,2025
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The European Central Bank is widely expected to cut by 25bps to 2.25% on Thursday. Almost all of consensus is in that camp and it’s about
95% priced. Key will be forward guidance that is expected to be guarded relative to another 50bps that is priced over the remainder of the

year after this week.

Unlike, say, the Bank of Canada’s handling of the trade war, the ECB’s policy rate remains above estimates of the neutral rate that is

estimated to be around 2%.

Core inflation has continued to ebb toward 2.4% y/y in March as the month-over-month seasonally unadjusted reading was among the

lowest over recent years compared to like months of March. Forward looking downside risks to growth may be emphasized more than

inflation uncertainty for now, but President Lagarde is expected to tread carefully in terms of future risks.

CANADIAN ELECTION WATCH—IT’S THE LIBS’ ELECTION TO LOSE

It’s fish or cut bait time in Canada’s election campaign. The election is on April 28", but two key leaders’ debates will be held this week. They

are PM Carney'’s to lose, given his massive polling advantage.

The French language debate will be held first at 8omET on Wednesday evening on CBC. The English language debate follows the next

evening at 7omET. Leaders of the five main political parties will participate including Liberal leader and PM Carney, Conservative leader
Pierre Poilievre, Bloc Québécois leader Yves-Francois Blanchet, NDFP leader Jagmeet Singh and Green Party Co-Leader Jonathan

Pedneault.
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The Liberals are strongly in the lead. Various polls indicate more modest support differentials Chart 16
than shown in attempts to translate the polls into seat projections in the first-past-the-post Canada's Election Seat Projection
system. Chart 16 shows the Liberals strongly in the lead. Some of this reflects how badly the NDP 250 - #of seats Trre‘;?ge:s“
is doing such that the Liberals have consolidated the center-left vote to their favour. Much of it (*’A
reflects the abrupt deterioration of support for the Conservatives since about early- to mid- 200 F
Majority: 172 seats
March. e T b -\ f-
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. . . 150 LIB Trump
Watch polls conducted in the immediate aftermath of the two debates. NDP Elected
BQ AW
EARNINGS—MORE US BANKS ON TAP 100 | GRN
US earnings season is kicking into higher gear. We saw some decent numbers out of US financials % \\"—/\/\"\/\/\
to end this past week. Of the less than thirty S&P500 firms that have released thus far, about SN \\'
three-quarters have been consensus EPS expectations and just over half have beaten on o
revenues. Thirty-two more S&P500 companies will report this week including more of the US N i 3§ i S8 i i 3 f § § i 8 4
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banks. Key will be Goldman on Monday, and then Bank of America and Citigroup on Tuesday.
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Their remarks on market functioning may be insightful. ources: >cotiabank Economics, 339canada.com

GLOBAL MACRO—WALKING BACKWARDS

Chart 17 summarizes other global indicators that are due out this week. They are briefly discussed below, but backward-looking data hardly
matters under current circumstances. The key ones will be US retail sales, Chinese Q1 GDP, Australian jobs, UK jobs and UK CPI. The Bank of
Korea and Turkey’s central bank will weigh in.

United States—A Last Gasp for Retail Sales?

In the US the focus will be upon the Chart 17

ongoing US-motivated tariff wars and Other Global Macro Indicators (April 14th - April 18th)

market functioning. The indicator

docket will mainly focus upon us CcA CPI Other Macro
Monday
Wednesday’s US retail sales that are
expected to be quite strong in part Uil sl Tt INIP
CH Trade
because of the 11% m/m SA jump in
auto sales last month that reflected a Tuesday
rush of buying to get ahead of Trump’s |Empire State Manf. Housing Starts IN UK Job & Wages
. . Export & Import Prices CPI EC IP, ZEW Survey
auto tariffs and.retallatory moves Manf. Shipments GE ZEW Survey
abroad. I've estimated a 1.6% m/m SA Existing Home Sales IR GDP
jump in retail sales largely because of CO Retail Sales
this factor. PE Economic Activity, UR
JN Machine Orders
Import prices will take on more than CH GDP, IP, Retail Sales
usual importance but perhaps just quite Wednesday
yet when the figures for March land on Retail Sales UK N Trade
Tuesday. It may be too soon to expecta | Capacity Utilization NZ AU Jobs
significant tariff-induced jump, but IP

Business Inventories

they'll be the first quantifiable signs of
NAHB Housing Market Index

inflationary pressures to help further

inform potential pass through into Thursday
producer and consumer prices. Also Building Permits JN
watch several industrial gauges like Housing Starts
Claims
output (Wednesday) and the start of the
regional manufacturing surveys when Friday
the Empire gauge is released on MA GDP
Tuesday. Sources: Scotiabank Economics, Bloomberg.
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Business inventories in February (Wednesday) will be watched for input into Q1 GDP tracking. Inventory contributions to growth have been
waning compared to earlier last year.

Asia-Pacific—China’s Best Quarter of the Year?
Quite a lot of data is due out with the focus on China, Australia, CPI readings and also the Bank of Korea’s decision.

China conducts its monthly data dump at the start of the week. Key will be the Q1 GDP figures alongside March readings for retail sales and
industrial output that will help inform hand-off math into Q2 GDP tracking. China’s economy is thought to have grown by about 12% q/q SA
nonannualized, but clearly greater downside lies ahead. Monday brings export figures that are rather topical these days, but only for March
and so expect expedited front-running of tariffs. Also due out by that day or the next will be aggregate credit and monetary supply figures.
Falling home prices will get a March refresh (Tuesday).

Australia reports jobs for the month of March on Wednesday eastern time. The 53k loss in February was the first drop since last March and
the biggest since December 2023. Another one could prompt greater concern about the economy and reinforce market pricing for the RBA
to cut again on May 20",

Markets and economists are somewhat divided on what the Bank of Korea may do next Thursday. Some expect a hold at a 2.75% base rate,
others expect another 25bps cut. Governor Rhee Chang-yong signalled on February 25" when he cut that further cuts were likely
forthcoming this year. He remarked that market pricing at the time seemed reasonable in terms of 2-3 cuts this year. That implies frequent
skips given that there are six meetings left. Clearly a lot has changed since then both externally with US trade actions and given the move
toward an election on June 3" following protracted political uncertainty.

CPI figures will be released for March by Japan (Thursday) and India (Tuesday), plus Q1 CPI will be updated by New Zealand (Wednesday).
Europe—The UK Job Market in Focus

Europe’s ongoing response to Trump’s trade war will dominate the agenda. The UK will be the main focus as far as indicators go. Tuesday’s
payroll employment figures for March, wage figures for February, and total employment tallies for February will then be followed by CPI for
March the next day. Total employment has picked up over the two prior months while CPl is expected to remain elevated around 3%2% y/y
with still hot services inflation just under 5% y/y.

Turkey’s central bank is widely expected to hold its one-week repo rate unchanged at 42.5% on Thursday.
Canada—Side Shows

In Canada, the BoC, CPI and election debates will dominate. Minor indicators will include wholesale trade that may post modest growth
(Monday), housing starts that are likely to rise on Tuesday, manufacturing shipments that are expected to be little changed on Tuesday, and
that same day’s existing home sales during March as a barometer of homebuyer confidence.
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Key Indicators for the week of April 14 -18

NORTH AMERICA

Country Date Time Indicator Period BNS Consensus Latest
CA 04-14 08:30 Wholesale Trade (m/m) Feb 0.5 0.4 1.2
CA 04-15 08:15 Housing Starts (000s a.r.) Mar 255 241.4 229.0
CA 04-15 08:30 Core CPI - Median (y/y) Mar - 3.0 29
CA 04-15 08:30 Core CPI - Trim (y/y) Mar - 3.0 29
CA 04-15 08:30 CPI, All items (m/m) Mar 0.7 0.7 1.1
CA 04-15 08:30 CPI, All items (y/y) Mar 2.7 2.6 2.6
CA 04-15 08:30 CPI, All items (index) Mar - 163.9 163.0
CA 04-15 08:30 Manufacturing Shipments (m/m) Feb 0.0 -0.2 1.7
us 04-15 08:30 Empire State Manufacturing Index Apr -- -13.5 -20.0
us 04-15 08:30 Export Prices (m/m) Mar -- 0.0 0.1
us 04-15 08:30 Import Prices (m/m) Mar -- 0.0 0.4
CA 04-15 08:30 Core CPI - Common (yly) Mar -- -- 25
CA 04-15 08:30 CPI SA, All items (m/m) Mar - - 0.7
CA 04-15 09:00 Existing Home Sales (m/m) Mar -- -- -9.8
us 04-16 07:00 MBA Mortgage Applications (w/w) Apr 11 -- -- 20.0
us 04-16 08:30 Retail Sales (m/m) Mar 1.6 1.4 0.2
us 04-16 08:30 Retail Sales ex. Autos (m/m) Mar 0.4 0.4 0.3
us 04-16 09:15 Capacity Utilization (%) Mar - 77.9 78.2
us 04-16 09:15 Industrial Production (m/m) Mar 0.0 -0.2 0.8
CA 04-16 09:45 BoC Interest Rate Announcement (%) Apr 16 2.75 2.75 2.75
us 04-16 10:00 Business Inventories (m/m) Feb -- 0.2 0.3
us 04-16 10:00 NAHB Housing Market Index Apr - 38.0 39.0
us 04-16 16:00 Total Net TIC Flows (US$ bn) Feb - - -48.8
us 04-16 16:00 Net Long-term TIC Flows (US$ bn) Feb -- -- -45.2
CA 04-17 08:30 International Securities Transactions (C$ bn) Feb -- -- 7.9
us 04-17 08:30 Building Permits (000s a.r.) Mar P - 1450.0 1459.0
us 04-17 08:30 Housing Starts (000s a.r.) Mar 1420 1420.0 1501.0
us 04-17 08:30 Housing Starts (m/m) Mar -5.4 -5.4 11.2
us 04-17 08:30 Initial Jobless Claims (000s) Apr 12 225 225.0 223.0
us 04-17 08:30 Continuing Claims (000s) Apr 05 1875 1870.0 1850.0
us 04-17 08:30 Philadelphia Fed Index Apr - 3.0 12.5

EUROPE

Country Date Time Indicator Period Consensus Latest
UK 04-15 02:00 Average Weekly Earnings (3-month, y/y) Feb 5.7 5.8
UK 04-15 02:00 Employment Change (3M/3M, 000s) Feb 170.0 144.0
UK 04-15 02:00 Jobless Claims Change (000s) Mar -- 44.2
UK 04-15 02:00 ILO Unemployment Rate (%) Feb 4.4 4.4
FR 04-15 02:45 CPI (m/m) Mar F 0.2 0.2
FR 04-15 02:45 CPI (yly) Mar F 0.8 0.8
FR 04-15 02:45 CPI - EU Harmonized (m/m) Mar F 0.2 0.2
FR 04-15 02:45 CPI - EU Harmonized (y/y) Mar F 0.9 0.9
EC 04-15 05:00 Industrial Production (m/m) Feb 0.2 0.8
EC 04-15 05:00 Industrial Production (y/y) Feb -0.8 0.0
EC 04-15 05:00 ZEW Survey (Economic Sentiment) Apr -- 39.8
GE 04-15 05:00 ZEW Survey (Current Situation) Apr -86.8 -87.6
GE 04-15 05:00 ZEW Survey (Economic Sentiment) Apr 10.0 51.6
IR 04-15 Real GDP (q/q) 1QE - 3.6
UK 04-16 02:00 CPI (m/m) Mar 0.4 0.4
UK 04-16 02:00 CPI (yly) Mar 2.7 2.8
UK 04-16 02:00 RPI (m/m) Mar 0.4 0.6
UK 04-16 02:00 RPI (yly) Mar 3.2 3.4
EC 04-16 04:00 Current Account (€ bn) Feb -- 35.4

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of April 14 -18

EURORPE (continued from previous page)

Country Date Time Indicator

IT 04-16 04:00 CPI (m/m)

IT 04-16 04:00 CPI (yly)

IT 04-16 04:00 CPI - EU Harmonized (m/m)

IT 04-16 04:00 CPI - EU Harmonized (y/y)

IT 04-16 04:30 Current Account (€ mn)

EC 04-16 05:00 CPI (m/m)

EC 04-16 05:00 CPI (yly)

EC 04-16 05:00 Euro zone Core CPI Estimate (y/y)
GE 04-17 02:00 Producer Prices (m/m)

TU 04-17 07:00 Benchmark Repo Rate (%)
EC 04-17 08:15 ECB Main Refinancing Rate (%)

ASIA PACIFIC
Country Date Time Indicator

Sl 04-13 20:00 Real GDP (yly)

Sl 04-13 20:00 GDP (qg/q)
JN 04-14 00:30 Capacity Utilization (m/m)
JN 04-14 00:30 Industrial Production (m/m)
JN 04-14 00:30 Industrial Production (y/y)

ID 04-14 23:00 Consumer Confidence Index
CH 04-14 Exports (yly)
CH 04-14 Imports (y/y)
CH 04-14 Trade Balance (USD bn)

IN 04-15 02:30 Monthly Wholesale Prices (y/y)
IN 04-15 06:30 CPI (yly)
NZ 04-15 18:45 Trade Balance (NZD mn)
NZ 04-15 18:45 Exports (NZD bn)
NZ 04-15 18:45 Imports (NZD bn)
JN 04-15 19:50 Machine Orders (m/m)
CH 04-15 22:00 Fixed Asset Investment YTD (y/y)
CH 04-15 22:00 Industrial Production (y/y)
CH 04-15 22:00 Real GDP (yly)
CH 04-15 22:00 Retail Sales (yly)

IN 04-15 Exports (y/y)

IN 04-15 Imports (y/y)
PH 04-15 Overseas Remittances (y/y)
Nz 04-16 18:45 Consumer Prices (q/q)
Nz 04-16 18:45 Consumer Prices (yly)
JN 04-16 19:50 Merchandise Trade Balance (¥ bn)
JN 04-16 19:50 Adjusted Merchandise Trade Balance (¥ bn)
JN 04-16 19:50 Merchandise Trade Exports (y/y)
JN 04-16 19:50 Merchandise Trade Imports (y/y)
Sl 04-16 20:30 Exports (yly)
AU 04-16 21:30 Employment (000s)
AU 04-16 21:30 Unemployment Rate (%)
JN 04-16 Nationwide Department Store Sales (y/y)
JN 04-17 19:30 National CPI (yly)
SK 04-17 BoK Base Rate (%)
MA 04-18 00:00 Exports (yly)
MA 04-18 00:00 Imports (y/y)
MA 04-18 00:00 Trade Balance (MYR bn)
MA 04-18 00:00 GDP (yly)

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.

Period Consensus
Mar F 0.4
Mar F 2.0
Mar F 1.6
Mar F 2.1

Feb -
Mar F 0.6
Mar F 2.2
Mar F 2.4

Mar -0.1

Apr 17 42.50

Apr 17 2.40

Period Consensus

1QA 4.5

1QA 4.5
Feb -

Feb F --
Feb F --

Mar -
Mar 4.4
Mar -2.1
Mar 74.4
Mar 2.5
Mar 3.50
Mar -
Mar -
Mar -
Feb 1.2
Mar 4.1
Mar 5.8
1Q 5.2
Mar 4.2
Mar -
Mar -
Feb 29
1Q 0.7
1Q 2.3
Mar 485.4
Mar -249.8
Mar 4.4
Mar 3.1
Mar 10.2
Mar 40.0
Mar 4.2
Mar -
Mar 3.7

Apr 17 2.75

Mar -
Mar -
Mar -

1QA --

Latest
0.4
2.0
1.6
2.1

-3811.2
0.6
2.2
2.4
-0.2
42.50
2.65

Latest
5.0
5.0
4.5
2.5
0.3

126.4
-3.0
1.5
31.7
2.4
3.61

510.2

6740.0

6230.0
-3.5
4.1
6.2
5.4
3.7

-10.9
-16.3
29
0.5
2.2
590.5
182.3
11.4
-0.7
7.6
-52.8
4.1
-1.5
3.7
2.75
6.2
5.5
12.6
5.0
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Key Indicators for the week of April 14 -18

LATIN AMERICA

Country Date Time Indicator Period BNS Consensus Latest
CcoO 04-15 11:00 Retail Sales (y/y) Feb - 7.9 10.2
PE 04-15 11:00 Economic Activity Index NSA (y/y) Feb - 3.4 41
PE 04-15 11:00 Unemployment Rate (%) Mar - - 6.3

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Global Auctions for the week of April 14 - 18

NORTH AMERICA

Country Date Time Event
us 04-16 01:00 U.S. To Sell USD13 Bin 20-Year Bond Reopening
us 04-17 01:00 U.S. To Sell USD25 Bin 5-Year TIPS

EUROPE

Country Date Time Event
UK 04-15 05:00 UK to Sell GBP4 Billion of 4.5% 2035 Bonds
GE 04-15 05:30 Germany to Sell EU4.5 Billion of 2.4% 2030 Bonds
Fl 04-15 06:00 Finland to Sell Bonds
GR 04-16 05:00 Greece to Sell Bonds
GE 04-16 05:30 Germany to Sell EU1.5 Billion of 2.9% 2056 Bonds
GE 04-16 05:30 Germany to Sell EU1 Billion of 0% 2052 Bonds
FR 04-17 04:50 France to Sell Bonds
FR 04-17 05:50 France to Sell I/L Bonds

ASIA PACIFIC

Country Date Time Event
SK 04-13 09:10 Bank of Korea to Sell 500 Billion Won 91-Day Bonds
SK 04-13 10:00 South Korea to Sell 2.5 Trillion Won 10-Year Bonds
CH 04-13 11:35 China to Sell 170 Billion Yuan 2028 Bonds
JN 04-14 11:35 Japan to Sell 20-Year Bonds
SK 04-15 09:10 Bank of Korea to Sell 1 Trillion Won 3-Year Bonds
SK 04-17 10:00 South Korea to Sell 1.6 Trillion Won 1-Year Bonds

LATIN AMERICA

Country Date Time Event
No Scheduled Auctions

Sources: Bloomberg, Scotiabank Economics.
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Events for the week of April 14 - 18

NORTH AMERICA

Country Date Time Event
us 04-14 06:00 Fed's Harker Speaks on Role of Fed
us 04-14 07:40 Fed's Bostic Speaks in Fireside Chat on Policy
CA 04-16 09:45 Bank of Canada Rate Decision
us 04-16 12:00 Fed's Hammack Speaks in Moderated Q&A
us 04-16 01:15 Fed's Powell Speaks to Economic Club of Chicago
us 04-16 07:00 Fed's Schmid Chats With Fed's Logan on Economy, Banking
us 04-18 11:00 Fed's Daly Speaks in Moderated Conversation

EUROPE

Country Date Time Event
UK 04-12 02:30 BOE's Greene Speaks
IT 04-12 04:30 ECB's Panetta speaks in Trento
EC 04-15 04:00 ECB Bank Lending Survey
EC 04-17 08:15 ECB Deposit Facility Rate
EC 04-17 08:15 ECB Main Refinancing Rate
EC 04-17 08:15 ECB Marginal Lending Facility
EC 04-17 08:45 ECB President Christine Lagarde Holds Press Conference

ASIA PACIFIC

Country Date Time Event
Nz 04-14 05:30 RBNZ Chief Economist Speaks About Forecasting
AU 04-14 09:30 RBA Minutes of April Policy Meeting
JN 04-16 09:30 BOJ Board Nakagawa Speech in Gunma
SK BOK Base Rate

LATIN AMERICA

Country Date Time Event
No Scheduled Events

Sources: Bloomberg, Scotiabank Economics.
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Global Central Bank Watc

NORTH AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada — Overnight Target Rate 275 April 16, 2025 2.75 275
Federal Reserve — Federal Funds Target Rate 4.50 May 7,2025 4.50 4.50
Banco de México — Overnight Rate 9.00 May 15, 2025 8.50 8.50

Bank of Canada (BoC):The Bank of Canada's upcoming meeting on Wednesday is expected to be a live one. The majority predicts that the bank will maintain its
overnight target rate at 2.75%, while a notable minority expects a 25 basis point (bps) rate cut, with markets pricing a 30% probability of such a move. Scotiabank has
forecasted that the bank will hold the rate steady. The bank will release a policy statement and the Monetary Policy Report at 9:45 a.m. EST, followed by a press
conference at 10:30 a.m. EST with Governor Tiff Macklem and Senior Deputy Governor Carolyn Rogers. Additionally, the Bank of Canada is set to refresh its estimates
for the neutral rate.

EUROPE

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank — Refinancing Rate 2.65 April 17,2025 2.40 2.40
European Central Bank — Marginal Lending Facility Rate 2.90 April 17,2025 2.65 2.65
European Central Bank — Deposit Facility Rate 2.50 April 17,2025 2.25 2.25
Bank of England — Bank Rate 4.50 May 8, 2025 4.50 4.50
Swiss National Bank — Sight Deposit Rate 0.25 June 19, 2025 0.25 0.25
Central Bank of Russia — One-Week Auction Rate 21.00 April 25,2025 21.00 21.00
Sweden Riksbank — Repo Rate 225 May 8, 2025 2.25 2.25
Norges Bank — Deposit Rate 4.50 May 8, 2025 4.50 4.50
Central Bank of Turkey — Benchmark Repo Rate 42.50 April 17,2025 42.50 42.50

European Central Bank (ECB): The European Central Bank is expected to implement a 25bps rate cut across its three key policy rates. While inflation continues to
decelerate, economic growth in the euro area faces mounting challenges. Although U.S. reciprocal tariffs are temporarily paused for 90 days, sectoral tariffs and the
10% flat tariff remain in effect, with formal negotiations yet to show significant progress. Additionally, uncertainty persists regarding Trump’s threats of further
sectoral tariffs and the potential resumption of reciprocal tariffs if negotiations fail to conclude in time. A critical point to watch will be whether the ECB adjusts its
language on the restrictiveness of its monetary policy. Central Bank of Turkey (CBRT): The consensus expects the Central Bank of Turkey to maintain its benchmark
repo rate at 42.50% on Thursday, following three consecutive 250bps rate cuts. On March 19, the arrest of the Turkish President's main opponent triggered a sharp
depreciation of the lira. In response, the central bank intervened in the foreign exchange market to stabilize the currency. Additionally, the bank convened for an
interim monetary policy meeting, during which it raised the overnight lending rate to 46% while keeping the policy rate at 42.50%. As a result, the lira has temporarily
stabilized, albeit at a higher level. Although inflation and inflation expectations show signs of moving toward disinflation, the central bank may choose to hold its
policy rate to prevent further weakening of the volatile lira.

ASIA PACIFIC

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan — Policy Rate 0.50 May 1, 2025 0.50 0.50
Reserve Bank of Australia — Cash Rate Target 4.10 May 20, 2025 4.10 4.10
Reserve Bank of New Zealand — Cash Rate 3.50 May 27,2025 3.25 3.25
People's Bank of China — 1-Year Medium-Term Lending Facility Rate 2.00 April 24,2025 2.00 2.00
Reserve Bank of India — Repo Rate 6.00 June 6, 2025 5.75 5.75
Bank of Korea — Base Rate 275 April 17,2025 2.75 2.75
Bank of Thailand — Repo Rate 2.00 April 30, 2025 2.00 2.00
Bank Negara Malaysia — Overnight Policy Rate 3.00 May 8, 2025 3.00 3.00
Bank Indonesia — Bl-Rate 5.75 April 23,2025 5.75 5.75
Central Bank of Philippines — Overnight Borrowing Rate 5.50 June 19, 2025 525 525

Bank of Korea (BoK): Although there is a strong case for monetary easing, the majority consensus expects the Bank of Korea to maintain the base rate at 2.75% on
Thursday. Out of the 25 economists surveyed by the WSJ, only 5 anticipate a further 25bps rate cut following the 25bps reduction in February. The key reason behind
the expectation of a pause is the impact of U.S. reciprocal and sectoral tariffs on the South Korean won, as well as heightened forex market volatility. However, this
survey might now be outdated, given the recent announcement of a 90-day pause on tariffs. This development has led to the won recovering to a level similar to its
position during the February meeting. On the other hand, there is also a strong argument for a rate cut, supported by stable inflation at the 2% target level and weak
economic growth. The fourth-quarter data revealed that the economy grew by a mere 0.1% q/q SA. Looking ahead, despite the 90-day pause on reciprocal tariffs,
the U.S.'s 25% sectoral tariffs on auto imports from the rest of the world are expected to severely impact the export-driven economy of South Korea. Considering,
"Transport equipment" exports to the U.S. account for 34% of South Korea’s total exports to U.S. Additionally, South Korea will be without a President until June 3,
resulting in the absence of formal negotiations. Hence, the only certain thing is rising uncertainty and elevated forex market volatility due to the uncertain domestic
political environment and uncertainty around the magnitudes, timing and duration of US tariffs. Considering these factors, will the BoK proceed with a rate cut, citing
the adverse effects of tariffs on economic growth? Or will it adopt a wait-and-see approach?

LATIN AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil — Selic Rate 14.25 May 7, 2025 14.75 N/A

Banco Central de Chile — Overnight Rate 5.00 April 29, 2025 5.00 5.00

Banco de la Republica de Colombia — Lending Rate 9.50 April 30, 2025 9.50 9.50

Banco Central de Reserva del Peru — Reference Rate 4.75 May 8, 2025 4.75 4.75
AFRICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank — Repo Rate 7.50 May 29, 2025 7.25 7.25

Sources: Bloomberg, Scotiabank Economics.
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