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The Politics of Inflation

What'’s driving inflation and who is responsible for it? Like everything else these days, the answer to this question has unfortunately
become thoroughly politicized. Which of two main camps one belongs to explains differences in attitudes toward appropriate steps to
combat inflation.

One narrative is that inflation is different than ever before because it’s all being imported from abroad through effects upon supply chains,
reinforced by the war in Ukraine and driven by greedy corporations. You'll tend to find this narrative within the elements on the left end of
the political spectrum in both the United States and Canada. They argue to modestly varying degrees that there is zero evidence that the
demand side drove any of the inflation, that stimulative fiscal and monetary policy played no role and that it’s unfair to argue that the
response to stimulus by households drove prices higher in housing and consumption markets.

As an extension to their argument, they think that ~ Chart1 Chart 2
because stimulus didn’t drive any of this inflation Canada: MLS HPI Benchmark Retail Sales Volumes Rise Above
and domestic consumers played no role, fiscal Composite Price Pre-Pandemic Levels
. : . 55  CAD, bn of $2012
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This is the core narrative that leading politicians Sources: Scotiabank Economics, Haver Analytics. Sources: Scotiabank Economics, Statistics Canada.
have advanced in saying that successive rounds of  chart3 Chart 4
fiscal stimulus are not contributing to inflation and Canadian Air Travel Strong Canadian Restaurant Activity
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vainglorious attempts at excusing policymakers for Sources: Scotiabank Economics, CATSA.
g P gp y Sources: Scotiabank Economics, OpenTable.

having caused much of this inflation.

After all, we know that the demand side was lit up by stimulus and hence it hasn’t all been about just the impaired supply side. Econ 101
says that if you light up a torrent of demand then more spending chasing goods and services can light up prices. We see that in record
housing activity. Housing has been overwhelmingly driven by domestic buyers responding to too-low-for-too-long interest rates and by
heavy fiscal stimulus transfers. It was made unaffordable to lower- and middle-income households by such policies (chart 1) and yet instead
of admitting that, governments have opted to point the finger at foreign buyers and tax them. Retail sales also soared to all-time record
highs (chart 2). Restaurants have been packed (chart 3) and airplanes are full (chart 4). It’'s even wrong for some to dismiss gasoline and
food prices as exclusively driven by supply side issues since a recovery in mobility, miles driven, eating out and appetite for a wide variety of
basic to higher-end groceries have been demand-side drivers.
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If the story is more balanced between supply and demand drivers than some think and if stimulus played a heavy role in driving demand
higher, then it’s logical to assume that the serial application of ongoing fiscal stimulus is likely to drive more spending and be unhelpful to the
fight against inflation. Another $5 billion in government cheques was deliberately timed to hit accounts into the holiday shopping season
which means it was meant to be spent. It is equal to about 8% of monthly retail sales, through the likely impact will be more spread out than
across just one month and will also spill into services like spending at restaurants and bars. If the aim was not to stimulate the economy in
order to put up strong numbers until the next Winter budget, then perhaps the amount could have been paid out in February—after holiday
shopping, to pay down credit card bills, and with a couple of feet of snow on the ground across much of the country.

With that, the week ahead beckons, and with it more focus upon inflation figures and what a slew of central banks are doing about it.
CANADIAN INFLATION—FUN WITH NUMBERS

Inflation has been so much fun to markets of late—why not give it another whirl, right? We’ll see when Canada updates CPI for the month
of August on Tuesday.

I've estimated a -0.2% m/m drop in seasonally unadjusted headline CPI that translates into a Chart5
flat m/m seasonally adjusted reading. That should be enough to bring the year-over-year rate Canada Inflation Is Not
down to 7.0% y/y. That would continue the deceleration from a peak rate of 8.1% y/y in June. Just About Base Effects

4o m/m % change, SAAR, 3mma

There are a few reasons to be cautious about interpreting this as evidence that inflation is
coming off the boil:

e  First, the year-over-year rate would be expected to decelerate to 7.4% from 7.6% the prior
month solely due to changing year-ago base effects (ie: the impact of resetting the year-
ago comparison month to the next month’s price index). Forward looking monetary policy
shouldn’t be affected by year-ago price changes, as crazy as that sounds in relation to a lot
of the talk on inflation these days!

e Secondly, and as an extension of the prior point, we need to look at measures that are not

influenced by year-ago base effects like m/m seasonally adjusted and annualized changes
93959799 0103050709 11 13 15 17 19 21

in measures of inflation including headline CPI (chart 5) but also traditional measures of
Sources: Scotiabank Economics, Statistics Canada.

core CPI that just remove food and energy and that have remained hot.

Chart 6
e Third, August is usually a light month for seasonality in CPI which matters because
economists are polled for seasonally unadjusted prices. I've assumed a mild -0.1% m/m ce Canadian Core Inflation
NSA drag on prices from seasonal influences. Judgement on inflationary pressures should ' average of central
] . . o 50 | tendencyinflation
not rest upon a measure that is typically light at this time of year. readings, y/y % change
45

e Fourth, the softness is expected to be almost all about gasoline prices. They fell by nearly 4.0
9% m/m in seasonally unadjusted terms which would be enough to drag 0.4 percentage 35
points off m/m CPI. If that’s the main source of weaker prices while the rest of the CPI 10

basket stays hot, then it will be dismissed. )5

e  Fifth, it’s also likely that declining natural gas prices will subtract from the month-over- 2.0
month change in CPI given the decline in the Alberta hub benchmark that has fallen since 15

June but with the caveat that it is firming so far through September. If forecasts for a 1.0 S . . . . . .
threepeat la Nina effect come true, then global natural gas prices could drift higher 90 94 98 02 06 10 14 18 22
through winter especially given spillover effects of Europe’s deepening challenges. Sources: Scotiabank Economics, Statistics Canada.

All that means that the focus has to be upon other drivers of inflation in order for CPI to matter. I've already mentioned one of them above
(simple core inflation annualized). That turns our attention to the BoC’s central tendency measures including weighted median CPI,
trimmed mean CPIl and common component CPI, plus other gauges of core inflation. The average of these measures has continued to
increase even as headline CPI has ebbed in year-over-year terms and may be vulnerable to another spike in August’s numbers (chart 6).
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Why? Chart7

Significant Revisions to the BoC's

Common component CPlis
P CPI-Common Measure

determined by a factor- 6.0

driven model that keeps 5.5 vl % change

getting subjected to upward 50 [ Re;gggggltijg;“‘y
revisions with each release ~ *° [

over the past year (chart 7). ‘;2

That could be becauseitis 5

influenced by the meanand 35

variability of headline CPl and 2.0 bre-revision
so the model is constantly 15 data
updated with each new 10 19 2'0 '21 éz

release. I'm still not sure of

Sources: Scotiabank Economics, Statistics Canada.
the value of a measure of
inflation that gets revised each time new headline inflation estimates

arrive.

Also recall that trimmed-mean CPI and weighted median CPI as reported
are not influenced by year-ago spot base effects like headline CPl is.
That’s because of the way they are calculated by using month-over-
month price changes on a rolling 12-month basis as inputs into the
calculations. Therefore, these measures won’t swing around as much as
year-over-year spot price changes evolve and won’t be under a
downward drift like headline CPI.

Several of the core drivers of these measures likely remain under upward

pressure. Chart 8 shows the weighted contributions to trimmed mean CPI

by our calculations. The top categories that are contributing the most to
this measure of inflation are not ones like gasoline or natural gas prices

Chart8

Weighted Component Contributions
to the July Trimmed Mean Core CPI Measure
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" basis point
Gasoline contribution
but are much more Widespr‘ead_ Operation of Recreational Vehicles
) _ ) 0 10 20 30 40 50 60
FEDERAL RESERVE—OF DOTS AND RESERVES Sources: Scotiabank Economics, Statistics Canada.
A full suite of communications will be delivered at the conclusion of the FOMC’s two-day Chart9
meeting that starts on Tuesday and culminates in the delivery of the policy statement and US Core CPI
Summary of Economic Projections including the ‘dot plot’ of policy rate projections (2pmET)
12

followed by Chair Powell’s press conference. JayPow will speak again on Friday.

Scotia Economics expects a hike of 75bps this week that would lift the fed funds target range to
3.0 — 3.25%. Markets are already priced for this move. There is likely a high bar for a larger move
of 100bps that the FOMC has thus far resisted out of concern that it could be too abruptly
destabilizing to markets. There is probably also a high bar set against undershooting 75bps with
a hike of only 50bps in the wake of strong core CPl inflation (chart 9) that rocked markets this
past week. Undershooting with a half-point hike could perversely ease financial conditions

-2
unless it is accompanied by more hawkish forward rate guidance than markets are already 4
pricing, in which case: why not just deliver a bigger hike now? The FOMC probably doesn’'t want -g
to see financial conditions ease.

On forward guidance, I'm expecting the median FOMC participant to raise the not-forecast

m/m % change,
F  sa,annualized

Core CPI
T T T T TN
SSSRRRFFHFINNA
S C b+ v
255¥85g6a538 9%
,_I_<_,<OD|_|_<(—7<(OD|_|_

Sources: Scotiabank Economics, BLS.

forecast fed funds rate range from 3.25-3.5% to over 4% this year and to keep it at this peak

through 2023. The addition of 2025 to the forecasts adds a new wrinkle in that how quickly the FOMC sees coming off an overshoot of its

Apr-22

Jun-22

Aug-22

estimated neutral rate range over 2024-25 may inform easing bets. Markets are onside in the near-term but less so later on (chart 10). The

dots are also unlikely to guide that there may be rate cuts next year, whereas markets are priced for the return of policy easing later in the
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year. It’s unlikely that the FOMC wishes to signal plans  Chart 10

to ease when it has yet to get inflation under control. It’s June FOMC Projections for the Federal Funds Target Rate
also unlikely that sending an easing signal that aids 45 r % o

financial conditions would be compatible with the goal 4.0 | o\l \\gg_g_g\ g

of bringing inflation under control at this point. __0=0"0 0 O o=

0oo0o0 X<
3 boooeodo ) 0.0 ooo
There will have to be material forecast changes atthis 5, | ©0000 °

meeting. The FOMC’s median projection for growth this ©

o
. . 25 %\8
year is too high but our own growth forecast for next °

oo
oo

ocooo
8 ocoo0oo00O0
year may be higher than their comfort zone (chart11). 20 o
The FOMC also has to raise inflation forecasts for this ¢ |
year at a minimum (chart 12) but we feel they may not
face a major adjustment to core PCE inflation 2022 2023 2024 Longer Term
projections (chart 13). We will also watch for likely Median Vote Fed Funds Futures oIS
upward adjustment in the unemployment rate Note: OIS & Fed Fund Futures as of September 15, 2022.
projection into next year (chart 14) which would Sources: Scotiabank Economics, US Federal Reserve.
contribute to informing the Fed'’s current beliefs
) . . Chart 11 Chart 12
around recession risk and the durability of strong . . .
. US Real GDP Forecast Comparison US PCE Inflation Forecast Comparison
employment gains.
30 - o 6.0 -Q4/Q4_% change
Balance sheet policies are assumed to remain Q4/Q4% change :
. . 50 f
intact. The Fed’s peak rate of roll-off of maturing 25
holdings of Treasuries and MBS has been hit 20 40 |
starting this month at a $90B/mth rate split 15 30 k
between $60B per month of Treasuries and 50 L
$35B/mth of MBS. We think that peak rate of roll- 10
off will persist until early 2024, at which pointit 0.5 o
will be tapered and transition toward flat-lining A B . W 0.0 e :
holdings (charts 15, 16). That may be somewhat 2022 2023 2024  Longer Run Fed ;0222022 o 2_023 o FZSZJ4 z(l;zggper _Run
. . . . . M Fed Mar roj. ed Jun roj.
sooner than FOMC officials currently believe. This ™ Fed Mar 2022 Proj. Fed Jun 2022 Proj.
o o y ] [ BNS Sep 12 Forecast [EBNS Sep 12 Forecast
action is draining reserves from the banking Sources: Scotiabank Economics, Federal Reserve Sources: Scotiabank Economics, Federal Reserve
system at a relatively rapid pace (chart 17). Powell  Summary of Economic Proj. (Jun. 15, 2022). Summary of Economic Proj. (Jun. 15, 2022).
recently indicated no appetite for inducing a
. Chart13 Chart 14
world of scarce reserves and this may have
intimated that as the Fed approaches the New US Core PCE Inflation Forecast US Unemployment Rate Forecast
York Federal Reserve’s estimated US$2-2%> . Comparison 60 Comparison
- . . . ~or % ~ T %, Q4 of
trillion definition of ample reserves, it may pivot 45 -Q4/Q4 7% change Q4 of year
. . . 5.0
away from Quantitative Tightening (QT). It’s 4.0
35 4.0

probably premature to expect material
discussion around this issue in the press 25 3.0

conference, but markets are likely to be on closer 2.0
15

2.0

watch for further information over coming 10

0
meetings since the speed with which reserves are o
: 0.0

unwound within the system could affect financial 0.0

- . . 2022 2023 2024  Longer Run
market functioning and appetite for risk. 2022 2023 2024 , ,
m Fed Mar 2022 Proj. Fed Jun 2022 Proj. ® Fed Mar 2022 Proj. & Fed Jun 2022 Proj.
GLOBAL CENTRAL BANKS—MERCY! B BNS Sep 12 Forecast BNS Sep 12 Forecast
Sources: Scotiabank Economics, Federal Reserve Sources: Scotiabank Economics, Federal Reserve
| sure hope you love hearing your local central Summary of Economic Proj. (Jun. 15, 2022). Summary of Economic Proj. (Jun. 15, 2022).

bankers jawbone plans to counter inflation by
raising borrowing costs. Otherwise, I’'m afraid it may be a rather long week for all as a deluge of global central bank decisions lies ahead.
Most will be weighing in after the Federal Reserve with decisions concentrated toward the end of the week. Please see the highlights below
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Chart 15
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in chronological order and with Marc Ercolao’s assistance. More to come over the week’s publications and chart 18 ranks the cumulative rate
hikes to date by central bank. Chart 19 shows where each central bank stands on inflation relative to its target.

e People's Bank of China (Monday): The PBoC is likely to leave its 1-year and 5-year Loan Prime Rates on hold at 3.65% and 4.3%
respectively. The PBoC left the Medium-Term Lending Facility rate on hold at 2.75% this past week and will probably hold off from rate
cuts as it strives to manage the yuan’s slide (chart 20).

e Sweden’s Riksbank (Tuesday): The policy outlook for Riksbank is becoming increasingly more hawkish on the back of red-hot, 30-yr
high inflation at 9.8% y/y, SEK depreciation, and the fear of falling behind the ECB as they aggressively tighten rates. It is expected that
the Riksbank will raise the repo rate by 75 bps to 1.50% with upside risk to that magnitude.

Chart 18

Cumulative Rate Hikes by Central Bank
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Sources: Scotiabank Economics, Bloomberg.
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A Global Overshoot of Inflation Targets
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Sources: Scotiabank Economics, Central Banks.
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e Banco Central do Brasil (Wednesday): The BCB delivered a 50 bps hike at its August 3rd ~ Chart 20
meeting and provided guidance that it would hold the rate at the next meeting. A minority The Fed's Pivot and the Yuan
still think that it may deliver a small hike perhaps informed by the past week’s more 700 -
aggressive pricing of the Fed funds rate path. The Selic rate will likely be in the 13.75% to 690 L USDCNY
14.00% range and stay there until the end of 2022. Even though inflation has started to 6.80

show signs of receding, we expect an excess of liquidity ahead of the October presidential ~ 6.70
6.60

6.50

e Bank of England (Thursday): Economists are split on whether the BoE will hike the bank 640
rate by 50 or 75 bps at next week's meeting with markets priced by 75bps (chart 21). 2'28
Wednesday's inflation print for August, down two-tenths of a percent to 9.9% y/y, doesn't ;4
provide much respite, but may be an early indication that the UK government's energy 6.00

price cap program may put a lid on the short-term peak inflation level while the outlook for

election.
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core inflation may have been perversely raised by this effort.

e Swiss National Bank (Thursday): The SNB is expected to follow up last meeting's surprise Sources: Scotiabank Economics, Bloombere.

50 bps hike with another 50-75 bps hike that would bring the policy rate to 0.25%-0.5%.  chart 21
The SNB tends to follow the stance of the ECB, which will likely bring further hikes into play.  Markets Have Ramped Up Rate Hike
Their currency management strategy will also be tested as the Franc has strengthened Bets Since Last BoE Meeting

significantly against the EUR in recent months. 450 -

400 |
e Norges Bank (Thursday): After raising the deposit rate by 50 bps last month, the central 354 |

bank noted that the rate will need to rise further in September. While the magnitude was  3.00 F
not specified, market participants are leaning towards another 50 bps hike partly informed 250

%

by the forward rate path published in the June Monetary Policy Report, which would bring 2128

the policy rate to 2.25%. Inflation remains hot and labour markets are still tight in Norway. 55 |

Refreshed guidance on the forward rate path will be closely monitored with this week’s 050 F

updated Monetary Policy Report. 0.00

T Y G N N I 2

e  Central Bank of Turkey (Thursday): Inflation continues to soar, eclipsing 80% y/y in R QOA & & © @’0* =

August. The economy is desperately in need of rate hikes, but the Erdogan-run central Aug. 4 mSep.15

bank doesn't have that in the cards, unfortunately. The Lira continues to plunge against Sources: Scotiabank Economics, Bloomberg.

the greenback, which will only stoke inflation further as imports become increasingly more
costly.

e Bank of Japan (Thursday): The BoJ is expected to leave the policy rate on hold at -0.10%. The main focus is on this past Wednesday's
announcement of the potential intervention by the BoJ in FX markets to prop up the Yen, which has rapidly depreciated in light of
policy divergences with the Fed. The BoJ was said to have conducted a 'rate-check’, which can precede actual intervention although
bond buying actions sent a mixed signal. The BoJ is likely to look through the implications of a weaker yen because it would be viewed
as only delivering transitory progress toward the elusive inflation goal. On that note, Monday’s CPI update is likely to continue to
accelerated toward 3% y/y with CPI ex-fresh food and energy at a more subdued pace of half that rate.

e BankIndonesia (Thursday): Bl is expected to deliver a second consecutive 25 bps hike of the 7-day reverse repo rate to 4.00%.
Headline and core inflation remain elevated and above the banks target 2-4% range.

e Central Bank of Philippines (Thursday): Expectations for next week's BSP rate hike shifted from 25 bps to 50 after inflation figures,
more notably the core gauge, accelerated to 4.6 % y/y in August, up from 3.9% last month, which now brings it well above the bank's 2—
4% target. The policy rate is supposed to reach the ~4.50% level by Q4-2022/Q1-2023 before it is held there into 2024.

e South African Reserve Bank (Thursday): The committee will likely shoot for another 75 bps hike of the repo rate to 6.25%. Since
November 2021, the central bank has hiked rates a cumulative 200 bps with the cycle expected to end at the 7.00% mark by Q1-2023.
Inflation remains stubbornly above the banks 3-6% target range at 7.8% y/y as of July.

Global Economics 7
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In addition, there will be a significant line-up of ECB speakers over the week including President Lagarde, Schnabel, Muller, Kazaks, Lane, De
Cos, Villeroy, Guindos and Nagel, although the next ECB meeting is a long way off on October 27™. RBA minutes arrive on Monday and then
Deputy Governor Bullock will speak the next day.

OTHER MACRO—PMIS IN FOCUS
Much of the rest of the week’s focus will be upon a select few global economic indicators.

At the top of the list will be the monthly parade of global purchasing managers’ indices that inform everything from current quarter growth
tracking to momentum across order books and inflationary signals. They all arrive toward the end of the week and charts 22-25 depict the
trends in changes across the PMIs and GDP growth for the UK, Eurozone, US and Australia. Note that the US gauge is not the Fed’s
preferred ISM metrics that more closely track activity in just the domestic US economy.

Canada updates retail sales for July on Friday but we already have advance guidance that prepares us for a weak number around -2% m/m.
Since that’s a nominal estimate, controlling for inflation will probably mean that the volume of sales fell by more. Bear in mind that this
summer saw a rotation of demand toward services relative to goods consumption and that services are not well captured in retail sales.
Therefore, retail sales cannot be solely relied upon as a measure of strength in consumer spending.

US releases will be light and keep the focus upon the Fed. We only get housing starts (Tuesday) and existing home sales (Wednesday) for
the month of August and will be watching for whether initial jobless claims retain their trend improvement on Thursday.

Chart 22 Chart 23
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Key Indicators for the week of September 19 — 23

NORTH AMERICA

Country Date Time Indicator Period BNS Consensus Latest
CA 09/19  08:30 IPPI(m/m) Aug -- -- -2.1
CA 09/19 08:30 Raw Materials Price Index (m/m) Aug -- -- -7.4
us 09/19  10:00 NAHB Housing Market Index Sep -- 47.0 49.0
CA 09/20 08:30 Core CPI-Common (y/y) Aug -- -- 55
CA 09/20 08:30 Core CPI - Median (y/y) Aug -- 5.0 5.0
CA 09/20 08:30 Core CPI-Trim (y/y) Aug -- 55 54
CA 09/20 08:30 CPI, All items (m/m) Aug -0.2 -01 0.1
CA 09/20 08:30 CPI, All items (y/y) Aug 7.0 7.2 7.6
CA 09/20 08:30 CPI, All items (index) Aug -- -- 1531
CA 09/20 08:30 Teranet - National Bank HPI (y/y) Aug -- -- 14.2
us 09/20 08:30 Building Permits (000s a.r.) Aug -- 1609.0 1685.0
us 09/20 08:30 Housing Starts (000s a.r.) Aug 1500 1450.0 1446.0
us 09/20 08:30 Housing Starts (m/m) Aug 3.7 0.3 -9.6
MX 09/21 07:00 Retail Sales (INEGI) (y/y) Jul -- 4.4 4.0
us 09/21  07:00 MBA Mortgage Applications (w/w) Sep 16 -- -- -1.2
us 09/21 10:00 Existing Home Sales (mn a.r.) Aug 4.6 4.7 4.8
us 09/21  10:00 Existing Home Sales (m/m) Aug -4.4 -2.3 -5.9
us 09/21 14:00 FOMC Interest Rate Meeting (%) Sep 21 3.25 3.25 2.50
MX 09/22 07:00 Bi-Weekly Core CPI (% change) Sep 15 -- 0.5 0.3
MX 09/22 07:00 Bi-Weekly CPI (% change) Sep 15 -- 0.4 0.3
us 09/22  08:30 Current Account (US$ bn) 2Q -- -260.0 -291.4
us 09/22 08:30 Initial Jobless Claims (000s) Sep 17 215 217.0 213.0
us 09/22 0830 Continuing Claims (000s) Sep10 1380 1397.5 1403.0
us 09/22  10:00 Leading Indicators (m/m) Aug -- -01 -0.4
CA 09/23 0830 Retail Sales (m/m) Jul -2.0 -2.0 11
CA 09/23 08:30 Retail Sales ex. Autos (m/m) Jul -- -11 0.8

EUROPE

Country Date Time Indicator Period BNS Consensus Latest
GE 09/20 02:00 Producer Prices (m/m) Aug -- 2.4 53
SW 09/20 03:30 Riksbank Interest Rate (%) Sep20 1.50 1.50 0.75
EC 09/20 04:00 Current Account (€ bn) Jul - - 4.2
IT 09/20 04:30 Current Account (€ mn) Jul -- -- -1112.4
UK 09/21 02:00 PSNB ex. Interventions (£ bn) Aug -- 8.0 4.9
UK 09/21  02:00 Public Finances (PSNCR) (£ bn) Aug -- -- -4.7
UK 09/21 02:00 Public Sector Net Borrowing (£ bn) Aug -- 8.1 4.2
NO 09/22 04:00 Norwegian Deposit Rates (%) Sep 22 2.25 2.25 1.75
TU 09/22 07:00 Benchmark Repo Rate (%) Sep22 13.00 13.00 13.00
UK 09/22 07:00 BoE Policy Announcement (%) Sep22 225 2.25 1.75
EC 09/22 10:00 Consumer Confidence Sep P -- -25.5 -24.9
UK 09/22  19:01 GfK Consumer Confidence Survey Sep -- -42.0 -44.0
SP 09/23 03:00 Real GDP(qg/q) 2QF -- 11 1.1
FR 09/23 03:15  Manufacturing PMI Sep P -- 49.8 50.6
FR 09/23 0315 Services PMI Sep P -- 50.5 51.2
GE 09/23 03:30 Manufacturing PMI Sep P -- 48.2 491
GE 09/23  03:30 Services PMI Sep P -- 47.2 47.7
EC 09/23 04:00 Composite PMI Sep P -- 48.2 48.9
EC 09/23 04:00 Manufacturing PMI Sep P -- 48.7 49.6
EC 09/23 04:00 Services PMI Sep P -- 491 49.8
UK 09/23  04:30 Manufacturing PMI Sep P -- 473 0.0
UK 09/23 04:30 Services PMI Sep P -- 50.0 50.9

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of September 19 — 23

ASIA PACIFIC

Country Date Time Indicator Period BNS Consensus Latest
PH 09/18  21:00 Balance of Payments (US$ mn) Aug -- -- -1819.0
HK 09/19 04:30 Unemployment Rate (%) Aug -- 4.2 4.3
JN 09/19  19:30 National CPI (y/y) Aug -- 29 2.6
CH 09/19 21115 PBoC Loan Prime Rate 1-Year (%) Sep20 3.65 3.65 3.65
MA 09/20 00:00 Exports (y/y) Aug -- 349 38.0
MA 09/20 00:00 Imports (y/y) Aug -- 493 419
MA 09/20 00:00 Trade Balance (MYR bn) Aug -- 16.3 15.5
TA 09/20 04:00 Export Orders (y/y) Aug -- 1.2 -1.9
Nz 09/21 18:45 Trade Balance (NZD mn) Aug -- -- -1101.9
NZ 09/21 18:45  Exports (NZD bn) Aug -- -- 6677.8
Nz 09/21 18:45  Imports (NZD bn) Aug -- -- 7770.0
TH 09/21 23:30 Customs Exports (y/y) Aug -- 8.4 4.3
TH 09/21  23:30 Customs Imports (y/y) Aug -- 18.1 239
TH 09/21 23:30 Customs Trade Balance (US$ mn) Aug -- -3100.0 -3660.5
JN 09/22  01:30 Nationwide Department Store Sales (y/y) Aug -- -- 9.6
PH 09/22 03:00 Overnight Borrowing Rate (%) Sep22 4.25 4.25 3.75
ID 09/22 03:20 BI 7-Day Reverse Repo Rate (%) Sep22 4.00 4.00 3.75
TA 09/22  04:00 Unemployment Rate (%) Aug -- 3.7 3.7
HK 09/22  04:30 CPl(yly) Aug -- 2.0 19
HK 09/22  04:30 BoP Current Account (HK$ bns) 2Q -- -- 79.0
SK 09/22  17:00 PPI(y/y) Aug -- -- 9.2
JN 09/22 20:00 BoJ Policy Rate (%) Sep22 -0.10 - -0.10
PH 09/22  21:00 Budget Deficit/Surplus (PHP bn) Aug -- : -86.8
TA 09/22 21:00 Benchmark Interest Rate Sep 22 -- 1.63 1.50
MA 09/23 00:00 CPI(yly) Aug -- 4.7 4.4
Sl 09/23  01:.00 CPI(m/m) Aug -- 0.8 0.2
S| 09/23  01:00 CPl(yly) Aug -- 7.3 7.0
MA 09/23 03:00 Foreign Reserves (US$ bn) Sep 15 -- -- 108.2
TA 09/23  04:00 Industrial Production (y/y) Aug -- 0.7 11

LATIN AMERICA

Country Date Time Indicator Period BNS Consensus Latest
BZ 09/21 17:30 SELIC Target Rate (%) Sep21 13.75 13.75 13.75

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Global Auctions for the week of September 19 - 23

NORTH AMERICA

Country Date Time Event
CA 09/19 12:00 Canada to Sell 10 Year Bonds
MX 09/21 08:05 Mexico To Sell Floating Bonds
CA 09/22 12:00 Canada to Sell 5 Year Bonds

EUROPE

Country Date Time Event
FI 09/20 06:00 Finland to Sell Up to EU1.5 Billion of 1.5% 2032 Bonds
SwW 09/21 05:00 Sweden to Sell SEK2 Billion of 0.75% 2028 Bonds
GE 09/21  05:30 Germany to Sell EUR 4 Bln of 1.7% 2032 Bonds
IC 09/23 07:00 Iceland to Sell Bonds

ASIA-PACIFIC

Country Date Time Event
AU 09/18  21:00 Australia to Sell A$700 Million 0.5% 2026 Bonds
CH 09/19 03:00 Yunnan to Sell Bonds
AU 09/20 21:00 Australia to Sell A$800 Million 4.5% 2033 Bonds
CH 09/20  22:35 China to Sell CNY85 BIn 3-Yr Upsized Bonds (2022-18)
CH 09/22 22:35 ChinaPlansto Sell CNY 7Y Bond

LATIN AMERICA

No Scheduled Auctions.

Sources: Bloomberg, Scotiabank Economics.
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Events for the week of September 19 - 23

NORTH AMERICA

Country Date Time Event
us 09/21 14:00 FOMC Rate Decision (Lower Bound)
us 09/21 14:00 FOMC Rate Decision (Upper Bound)
us 09/21 14:30 Fed Chair Holds Press Conference Following FOMC Meeting
us 09/23  14:00 Powell Gives Opening Remarks at Fed Listens Event

EUROPE

Country Date Time Event
GE 09/17  06:00 Bundesbank President Nagel Speaks at Open Day
EC 09/17 12:45 ECB's Lane Speaks
GE 09/18  06:00 Bundesbank President Nagel Speaks at Open Day
EC 09/19  05:00 ECB's Guindos Speaks
EC 09/19  08:00 ECB's De Cos Speaks
EC 09/19 08:45 ECB's Villeroy Speaks
SwW 09/20 03:30 Riksbank Policy Rate
EC 09/20 04:00 ECB's Muller Speaks
EC 09/20 13:00 ECB's Lagarde Speaks
EC 09/21 03:00 ECB's Guindos Speaks
SW 09/22  03:00 Riksbank's Ohlsson speech
Y4 09/22 03:30 SNB Policy Rate
Sz 09/22  03:30 SNB Sight Deposit Interest Rate
NO 09/22 04:00 Deposit Rates
Sz 09/22  04:00 SNB Press Conference Following Rate Decision
UK 09/22 07:00 Bank of England Bank Rate
SW 09/22  07:30 Riksbank's Floden speech
EC 09/22 11:00 ECB's Schnabel Speaks
UK 09/22  11:00 BOE's Tenreyro speaks
EC 09/23  04:00 ECB's Kazaks Speaks
Sz 09/23 11:30  ECB's Nagel, SNB's Jordan Speak in Lucerne, Switzerland

ASIA-PACIFIC

Country Date Time Event
AU 09/18 18:10 RBA's Kearns-Speech
NZ 09/18 23:00 RBNZ Governor Orr at Climate Change Conference
CH 09/19 2115 1-Year Loan Prime Rate
CH 09/19 2115  5-Year Loan Prime Rate
AU 09/19 21:30  RBA Minutes of Sept. Policy Meeting
AU 09/20 22:00 RBA's Bullock-Speech
Nz 09/21 19:00 RBNZ Deputy Governor Hawkesby Speaks
TA 09/21 00:00 CBCBenchmark Interest Rate
JN 09/21 00:00 BOJ Policy Balance Rate
JN 09/21 00:00 BOJ10-YrYield Target
PH 09/22 03:00 BSP Overnight Borrowing Rate
PH 09/22 03:00 BSP Standing Overnight Deposit Facility Rate
ID 09/22 03:20 Bank Indonesia 7D Reverse Repo

LATIN AMERICA

Country Date Time Event
Bz 09/21 17:30 Selic Rate

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 3.25 October 26, 2022 3.75 3.75
Federal Reserve — Federal Funds Target Rate 2.50 September 21, 2022 3.25 3.25
Banco de México — Overnight Rate 8.50 September 29, 2022 9.25 9.00

Federal Reserve (Fed): We expect a 75bps hike this week along with brought forward guidance for a higher peak in rate hikes within the revised dot plot.
Updated forecasts probably need to downgrade growth and the unemployment rate and upgrade inflation. We don't expect material changes in guidance
around reserve balances and SOMA portfolio run-off.

EUROPE

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank — Refinancing Rate 1.25 October 27, 2022 2.00 2.00
European Central Bank — Marginal Lending Facility Rate 1.50 October 27, 2022 2.25 2.25
European Central Bank — Deposit Facility Rate 0.75 October 27, 2022 1.50 1.50
Bank of England — Bank Rate 1.75 September 22, 2022 2.25 2.25
Swiss National Bank — Sight Deposit Rate -0.25 September 22,2022 0.25 0.50
Central Bank of Russia — One-Week Auction Rate 7.50 October 28, 2022 7.50 7.50
Sweden Riksbank — Repo Rate 0.75 September 20, 2022 1.50 1.50
Norges Bank — Deposit Rate 175 September 22,2022 2.25 2.25
Central Bank of Turkey — Benchmark Repo Rate 13.00 September 22, 2022 13.00 13.00

Bank of England (BoE): Investors are split between whether the BoE will hike the bank rate by 50 or 75 bps at next week's meeting. We expect a 50 bps hike
to 2.25% with upside risk stemming from persistent inflation pressures. Wednesday's inflation print for August, down two-tenths of a percent to 9.9% y/y,
doesn't provide much respite, but may be an early indication that the UK government's energy price cap program may put a lid on the short-term peak
inflation level albeit with uncertaintyt around core CPI. Swiss National Bank (SNB): The SNB is expected to follow up last meeting's surprise 50 bps hike with
another 50 bps that would bring the policy rate to 0.25%. The SNB tends to follow the stance of the ECB, which will likely bring further hikes into play. Their
currency management strategy will also be tested as the Franc has strengthened significantly against the EUR in recent months. Sweden Riksbank: The
policy outlook for Riksbank is becoming increasingly more hawkish on the back of red-hot, 30-yr high inflation at 9.8% y/y, SEK depreciation, and the fear of
falling behind the ECB as they aggressively tighten rates. It is expected that the Riksbank will raise the repo rate by 75 bps to 1.50% with upside risk to that
magnitude. Norges Bank: After raising the deposit rate by 50 bps last month, the central bank noted that the rate will need to rise further in September.
While the magnitude was not specified, market participants are leaning towards another 50 bps hike, which would bring the policy rate to 2.25%. Inflation
remains hot and labour markets are still tight in Norway. Central Bank of Turkey (CBRT): Inflation continues to soar, eclipsing 80% y/y in August. The
economy is desperately in need of rate hikes, but the Erdogan influenced central bank unfortunately doesn't have that in the cards. The Lira continues to
plunge against the greenback, which will only stoke inflation further as imports become increasingly more costly.

ASIA PACIFIC

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan — Policy Rate -0.10 September 22, 2022 -0.10 -0.10
Reserve Bank of Australia — Cash Rate Target 2.35 October 3, 2022 2.60 2.60
Reserve Bank of New Zealand — Cash Rate 3.00 October 4, 2022 3.50 3.50
People's Bank of China — 1-Year Loan Prime Rate 3.65 September 19, 2022 3.65 3.65
Reserve Bank of India — Repo Rate 5.40 September 30, 2022 5.65 5.75
Bank of Korea — Bank Rate 2.50 October 12, 2022 2.75 2.75
Bank of Thailand — Repo Rate 0.75 September 28, 2022 1.00 1.00
Bank Negara Malaysia — Overnight Policy Rate 2.50 November 3, 2022 2.75 2.75
Bank Indonesia — 7-Day Reverse Repo Rate 3.75 September 22, 2022 4.00 4.00
Central Bank of Philippines — Overnight Borrowing Rate 3.75 September 22, 2022 4.25 4.25

Bank of Japan (BoJ): The BoJ is expected to leave the policy rate on hold at -0.10%. The main focus is on this past Wednesday's announcement of the
potential intervention by the BoJ in FX markets to prop up the Yen, which has rapidly depreciated in light of policy divergences with the Fed. The BoJ was
said to have conducted a 'rate-check’, which usually precedes actual intervention. People's Bank of China (PBoC): The PBoC is likely to leave the 1-Year
Loan Prime Rate on hold at 3.65%. The PBoC left the Medium-Term Lending Facility rate on hold at 2.75% this past week and will probably hold off from rate
cuts amidst the current Yuan depreciation episode. Bank Indonesia (Bl): The bank is expected to deliver a second consecutive 25 bps hike of the 7-day
reverse repo rate to 4.00%. Headline and core inflation remain elevated and above the banks target 2-4% range. Central Bank of Philippines (BSP):
Expectations for next week's rate hike shifted from 25 bps to 50 after inflation figures, more notably the core gauge, accelerated to 4.6 % y/y in August, up
from 3.9% last month, which now brings it well above the bank's 2-4% target. The policy rate is supposed to reach the ~4.50% level by Q4-2022/Q1-2023
before it is held there into 2024.

LATIN AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil — Selic Rate 13.75 September 21, 2022 13.75 13.75
Banco Central de Chile — Overnight Rate 10.75 October 12, 2022 11.00 11.00
Banco de la Republica de Colombia — Lending Rate 9.00 September 30, 2022 10.50 10.50
Banco Central de Reserva del Peri — Reference Rate 6.75 October 6, 2022 7.00 7.00

Banco Central do Brasil (BCB): The BCB delivered a 50 bps hike at its August 3rd meeting and provided guidance that it would hold the rate at the next
meeting. The Selic rate will likely be in the 13.75% to 14.00% range and stay there until the end of 2022. Even though inflation has started to show signs of
receding, we expect an excess of liquidity ahead of the October presidential election.

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank — Repo Rate 5.50 September 22, 2022 6.25 6.25

South African Reserve Bank (SARB): The committee will likely shoot for another 75 bps hike of the repo rate to 6.25%. Since November 2021, the central
bank has hiked rates a cumulative 200 bps with the cycle expected to end at the 7.00% mark by Q1-2023. Inflation still remains stubbornly above the banks
3-6% target range at 7.8% y/y as of July.

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