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The Alternatives Would be Worse

As the holiday season beckons across their markets, just about every major central bank is in a rush to jam in their latest decisions and
guidance before setting their out of office messages. Of course, that’s a bit of an exaggeration in today’s workforce that never disconnects.
No less than ten tier one and regional central banks will weigh in. That will leave only one notable central bank left to opine before the end
of the calendar year—the BoJ.

All of them are getting more heat for the increasingly binding effects of tighter policy. They drew deserved praise for their early responses to
the pandemic followed by justified criticism for misreading real time evidence of building inflationary pressures and waiting too long to
tighten policy. Hiking when they eventually did so this year occurred in most but not all markets within the context of a strong economy and
job market and so they looked like the lagging cavalry. They have now entered perhaps the most difficult circumstances of all as the costs of
their actions become more apparent. 2023 is likely to escalate the criticism as recessions become more probable.

Unfortunately, the alternative ways of addressing inflation are even more unappealing. | have more faith in the ability of central banks
getting their second chance to get inflation under control and being left to do their jobs than the alternative proposals that as near as | can
tell fall into three main camps that need to be confronted.

1. Benign Neglect

First is what | call the benign neglect approach while treating the surge in inflation as transitory. If so, then central banks should have
perhaps looked through the surge and accommodated it with their fingers firmly crossed. Toes too.

This approach would be a high stakes gamble. In fact, it describes how we got here in the first place as central banks ignored the real time
evidence on rising inflation until late in the game. To have continued to do it would have counted upon many people believing that inflation
is transitory and hence not changing their behaviour in such fashion as to permanently entrench high inflation in the economy. We've
already had escalating inflation dating back to late 2020 and expect it to continue into 2023. Not having taken steps to curtail this inflation
would have escalated the risk that it never goes away.

This look-the-other-way approach also discounts what | think are more structural and longer-lived drivers of inflation. Supply chains are at
a nascent stage of fundamental upheaval that will last for years and in my opinion some of the higher cost consequences are likely to be
passed onto consumers for a long time yet.

2. Add Stimulus
Huh? Oh no, I am serious. Yes, you read that right. There are folks who think that applying more stimulus would lower inflation.

How so? People who criticize central banks for raising the cost of borrowing are by corollary revealing a preference for cutting rates. This is
often coming from people who also prefer higher government spending to assist people with high inflation.

There is one policy maker in the world who has embraced this approach and he is ruining Turkey’s economy. Let’s just say that nowhere in
the time spent studying toward three university degrees in economics and finance plus a professional CFA designation and almost three
decades experience as a professional practicing economist have | ever encountered evidence that supports the contention that the best
solution to high inflation is to go back to offering practically free loans and giving people more money to spend. That’s just nutsonomics.
And you don’t need to be an economist to get that. It’s just common sense.

3. Price Controls

Another alternative is to dredge up price controls such as some variant of the disastrous Canadian Anti-Inflation Act of 1975 that former PM
Pierre Trudeau introduced. That prior act was repealed four years later. It didn’t work then and the world has changed a great deal since
such that it would be even less likely to work now. This camp sees corporate greed as the dominant driver of inflation and wishes to tell
businesses what prices to set. Here are some problems with this old idea.

e At what levels would thousands and thousands of prices be set? Bureaucrats with no experience in business don't have better
information on appropriate prices than the businesses themselves.

e Many prices lack transparency. To be effective, you'd have to monitor actual prices in order to be able to enforce them.

Global Economics 2
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e The enforcement costs would be ginormous. Think thousands or hundreds of thousands of price police paid for by your taxes poking
their noses into businesses on a high frequency basis. You'd need a new Ministry of the Thoroughly Unenforceable.

e Businesses would have incentives to circumvent price controls. Small business could resort to bartering. Black market activity would
probably rise.

e Organized crime could flourish in an effort to capture the difference between regulated prices and black-market prices.

e  Setting the price for a product below soaring production costs or limiting the rate of growth in selling prices below the rate of growth in
input costs would discourage growth at those businesses and with that investment and job creation.

e  For similar reasons, widespread product shortages would probably arise.

e Various product features could be changed if prices are dictated to businesses.

e Businesses could restrict supply at dictated prices, or restrict access only to their best customers.
e Many more businesses could charge membership fees to anyone who wants to buy from them.

e Businesses could offer basic options that meet price controls and then charge additional fees to get the kind of product that people
demand. This would introduce more complex tiered pricing. Want a smartphone? You'll have to pay extra for the screen.

e  Some businesses may just pay the fine for charging higher prices and pass that on too!

e Access to some products could move out of jurisdiction. Like an e-commerce site that can serve Canadians but beyond the reach of
the price controls.

e There could be negative implications for credit availability as lenders reassess attractiveness of lending to affected businesses.

e If price levels are set below soaring input costs or allowed to rise at a slower rate than input costs then you wouldn't be as inclined to
invest and hire. Shortages would be more acute. Inflation would move outside of official statistics.

e Forthe BoC, the 2% inflation target would be harder to assess. Price controls could sow confusion and require new measures excluding
sectors or products perhaps not subject to such controls.

e Controls could drive investment and jobs to other jurisdictions that don’t have them. This is a particularly high risk for smaller to mid-
sized economies.

e  Price controls could interfere with price discovery and the efficient allocation of capital in the economy to areas where profit incentives
are greatest. Sectors with abnormally high returns should attract investment and greater market participation and thus expand the
supply side at a time when damaged global supply chains are among the drivers of inflation. | don’t see how damaging supply chains
through regulated prices would help ease such concerns.

e Businesses would aggressively lobby for favourable price levels and controls. Think higher regulatory costs and hence waste. That’s just
what businesses need to deal with into a recession.

e There could be a multitude of legal challenges that would tie up the courts.

e Price controls set by size of business in order to perhaps lower the administrative and enforcement costs by targeting fewer of them
would give artificial and discriminatory advantages to some firms over others and probably wouldn’t exactly help Canada’s productivity
problems! It would create artificial incentives to unbundle businesses with smaller average sizes in order to evade controls.

e  Price controls could harm a country’s reputation in world markets.

e Telling businesses what price to charge is rather tone deaf in our times when apparently folks don’t like being mandated to do other
things even when it may be in their best interests to do so, let alone when that’s not the case. Widespread shortages and government
decrees on setting prices could invoke further mass protests.

With that, let’s get onto more serious ways of addressing the problem.
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FOMC—TAIL RISKS TO THE PRE-SET SCRIPT

Wednesday’s FOMC meeting will be the full deal in terms of the range of communications on offer. The statement lands at 2pmET along
with a refreshed Summary of Economic Projections including a revised ‘dot plot’. There will be the customary press conference starting at
2pmET and to be hosted by Chair Powell for about an hour.

The Fed has set much of the script. There are three main expectations.

First is that a 50bps rate hike is priced by markets and universally expected by economists. There is very low risk of a surprise given the
emphasis Chair Powell places on avoiding game day surprises to this measure. Chair Powell guided at the last press conference in November
that “the time is coming and it may come as soon as the next meeting or the one after it” to downshift the pace of rate hikes. The
subsequent minutes to that meeting that were published on November 23 stated that “a substantial majority of participants judged that a
slowing in the pace of increase would likely soon be appropriate.” That strengthened the time reference to this coming meeting given the
Fed’s tendency to use “soon” as a guide to something fairly imminent and the fact that Fed officials have not leaned against the market’s
interpretation.

Second, there is a bit more uncertainty around the path for the policy rate into 2023 and beyond. The prior projections in September
estimated that the fed funds upper limit rate would rise to 4.75% in 2023.

"Even so, various participants noted that, with inflation showing little sign thus far of abating, and with supply and demand
imbalances in the economy persisting, their assessment of the ultimate level of the federal funds rate that would be necessary to
achieve the Committee’s goals was somewhat higher than they had previously expected."

Chair Powell’s speech on November 30" (here) reinforced this remark that the terminal rate Chart 1
could move “somewhat higher.” So what does “somewhat” mean? We're guessing that the FOMC Policy Rate Projections

median vote will move up by 25bps to a terminal rate of 5% and probably with a dispersion of 550

dots to either side of that. How many dots land above 5% may be impactful to markets that are 500 [ %

priced for a 5% peak. Any guidance above that would be a hawkish surprise. 1‘88 I

Third is pause and cut guidance. Powell’s speech only said that policy will be restrictive “for 33,'88 I

some time.” Maybe | should try that language the next time the household job jar gets pulled 2288 I

out-I'll get to it “some time”. If I'm not at work the next day, well, then you’ll have an idea why. 150 F

The last Rorschach plot (e.g. July’s dots formed a series of up arrows for each year...) suggested 8’28 I

that the FOMC would not cut until 2024 when it would ease by 75bps and then another full 0.00 20 . s 53 4
percentage point in 2025. That’s less aggressive than our forecast pace of easing shown in chart Fed Funds Rate

1and compared to market pricing and consensus. | think the FOMC is likely to continuetolean == ===° S&fures

against signalling easing in 2023 but with a repeat of the wide dispersion in dots during 2024. = = == BNS Dec. forecast

----- Bloomberg consensus

There are really two issues to consider here though. One is that being “restrictive” is compatible 5,y ces: Scotiabank Economics, Bloomberg.

with rate cuts since a 5% or so terminal rate is well above the estimated 2/2% neutral rate. They cpart2

could conceivably ease by quite a bit next year and still be restrictive. Second is defining “some MBS Roll Offs Not Meeting
time” which is unclear. | don’t think Powell will go to any great lengths to define this because $35bn/Month Target
they frankly don’t know and everyone else is largely guessing. 70

m/m change, USD bns
Fourth, the pace at which the MBS part of the Fed’s SOMA portfolio is shrinking is less thanthe 50 |
initially targeted US$35 billion per month. Bond market developments that have affected 0 |
mortgage rates and prepayment risk have been the reasons for a slower pace of MBS roll off for

several months now (chart 2). When Chair Powell was asked at the September press conference 10

about actively selling MBS he flatly replied with how this was “not something we're considering 4o |
right now or that | expect to consider in the near-term.” Fast forward three months and with Target: -35bn

. o . ) -30 :
more evidence that the MBS part of the SOMA portfolio is not shrinking asrapidly andhemay =~ | =======—c-cccccccc=c—--

be asked again. He’s likely to offer a similar answer at this point but it remains a policy optionin -50 -
WVoAy AV Ay Ay A A A Ay Ay
2023. A 2 S S LA A A A A
F ST
Fifth is the issue of forecast revisions. Our forecasts for GDP growth and PCE inflation on the

. X o . Sources: Scotiabank Economics, Bloomberg.
same Q4/Q4 basis used by the FOMC point to the possibility that the committee may
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downwardly revise 2023 growth and upwardly ~ Chart3
revised 2023 inflation (charts 3, 4). There will
probably be similar discussion around a

FOMC May Revise GDP Growth Lower

narrowing path to a soft landing and a higher 20 1 Q4/Q4% change -

. . 1.8 f e b

unemployment rate projection. ] e

6y e i

I o 2

BOC—MACKLEM LIKELY TO REINFORCE DATA 1‘2‘ e -

B o oty

DEPENDENCY 10 5o i

o . B

Bank of Canada Governor Tiff Macklem delivers 06 e
the Governor’s annual holiday speech on 04
Monday. It is billed as a speech followed by 0.2

0.0 ! !

audience Q&A and a fireside chat. Speech
headlines land at 3:25pmET and there will be a
press conference at 5pmET.

2022 2023 2024 2025
B Fed Sep 2022 Proj.  EIBNS Dec 8 Forecast

Sources: Scotiabank Economics, Federal Reserve
The Governor is likely to reinforce recent Summary of Economic Proj. (Sep. 21, 2022).

communications. The recent policy statement

hawkishly surprised markets with a 50bps hike when something closer to 25bps was priced
and by leaving the door open to further hikes (recap here). The next day’s remarks by
Deputy Governor Kozicki emphasized that the statement was not about communicating the
end of hikes or a pause. Instead, the message they intended to deliver was to signal very
high data dependency toward next steps. She also guided that becoming more “forceful™—
code language for bigger than 25bps hikes—would require a significant inflationary shock.
Former Governor Dodge back up the data dependency interpretation. That has markets
cautiously keeping the door partially open to another 25bps hike into Q1 which | think is
prudent at this stage. Now we are left monitoring data and developments over the next
seven weeks on the path to the January 25™ decision including full forecast updates.

Regardless, the BoC is still likely in the finetuning stage of tightening monetary policy for
now and shifting toward monitoring the forward looking and lagging effects. Its policy rate
of 4.25% is presently well into restrictive territory according to estimates of the neutral
policy rate (chart 5). It is also under rising pressure from political activists.

ECB—ROLL 'EM!

Thursday’s policy decisions by the European Central Bank will offer a full suite of updated
communications starting with the statement at 8:15amET and followed by President
Lagarde’s press conference 30 minutes later.

A 50bps hike to all interest rates is widely anticipated across consensus and is where market
pricing is leaning. This would be downshifting the pace compared to the prior two back-to-
back 75bps hikes. Even the typically hawkish Bundesbank has President Nagel saying that a
half point hike “constituted just as much of a strong step as seventy-five basis points.”

Markets are largely priced for most of another 50bps hike at the next February 2™ meeting
and a terminal rate of up to 3% by Spring. Guidance provided by President Lagarde in her
press conference may be impactful.

Much of the focus, however, will be upon plans to unwind the Asset Purchase Program and
hence begin exiting from the bond market upon entering the Quantitative Tightening phase.
Lagarde reaffirmed on November 28" that “key principles” guiding such intentions would be
presented at this meeting. That sounds short of offering all details that may be deferred
until the new year.

December 9, 2022

Chart 4

7.0

FOMC May Revise PCE Higher
-Q4/Q4 % change

2022 2023 2024 2025

B Fed Sep 2022 Proj.  EABNS Dec 8 Forecast

Sources: Scotiabank Economics, Federal Reserve
Summary of Economic Proj. (Sep. 21,2022).
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At issue are two considerations. First, when would the ECB start to implement the unwinding of ~ Chart7
its bonds held in the APP. There exists a variety of opinions across the Governing Council with What's at Stake for the ECB's APP
some leaning to very soon and some learning toward starting several months later. It may be

difficult to achieve consensus, but we’ll be looking for language referencing something like “in the EURtn

coming quarter” which would be consistent with how the ECB has communicated in the past. 33

Second, exactly how will the APP be unwound? The ECB probably lacks the confidence in the

outlook necessary to trigger outright bond sales at this stage. That leaves us with how much of
the expected redemption schedule will be allowed to drop off the balance sheet. Chart 6 shows 79 |
the historical and expected monthly pace of APP bond redemptions. On average about €29
billion in redemptions will occur each month in 2023 but the volatility that runs between about 2.7 [

~340bn EUR

€17-53 billion per month immediately flags one caution. If they suggest they will allow whatever (10% of APP)
the amount of redemptions to drop off the balance sheet each month then this could make for I

whippy influences upon markets. If, however, they pre-commit to a €30 billion target each month , 5 . . . .
then that could undershoot or overshoot monthly redemptions by large and volatile amounts. It 19 20 21 22 23

might also be too fast since such a target would amount to averaging at a 100% pace of roll-off Sources: Scotiabank Economics, ECB.
kind of like the approach adopted by the Bank of Canada.

So one approach could be to set a target below €30 billion with estimates all over the map. A perhaps more likely approach would be to set
targets one quarter at a time and allow for flexibility as circumstances evolve. Chart 7 shows the range of possible implications for the size of
the APP portfolio and shows the difference between continued reinvestment of flows versus full unwinding over 2023.

There will also be forecast revisions that are likely to revise inflation higher and that could also inform market pricing for the policy rate peak
and the period during which policy is likely to be restrictive.

BANK OF ENGLAND—TIME TO DOWNSHIFT?
The Bank of England weighs in on Thursday. The decision and statement arrives at 7amET followed by Governor Bailey’s press conference.

Consensus unanimously expects a slower pace of hiking to arrive at this meeting with a 50bps increase that would lift Bank Rate to 3%.
Markets are priced for such an outcome. The broad tone of recent comments by MPC members leans toward downshifting but not
unanimously so.

On the more hawkish end of the spectrum are several members. Catherine Mann recently emphasized the importance of managing inflation
expectations and the need “to be a little bit more aggressive in the near term.” Deputy Governor Ramsden said “however challenging the
short term consequences....the MPC must take the necessary steps” in order to achieve the 2% inflation target. MPC member Haskel stated
it is important “to stand firm against the risk of persistent inflationary pressure.”

On the somewhat more dovish end are the recession worries of MPC member Dhingra and MPC member Tenreyro who has emphasized
that policy is “already in restrictive territory” ahead of the last meeting in November when they hiked by 75bps.

There is the chance that a round of macro reports in the lead up to Thursday’s decision could prove to be impactful. November CPI will be
updated on Wednesday and while the year-over-year rate may ebb a touch, it is expected to follow up the 2% m/m spike in October with
another somewhat stronger than seasonally normal gain. Industrial output could slip on Monday while services could rebound from the
prior month’s contraction. Job market updates for November (claims and payrolls) and October (total employment and wages) arrive the
next day. Retail sales will be updated the day after the BoE.

PBOC—NO SHOCK AND AWE COMING

No change is expected to the 1-year Medium-Term Lending Facility Rate of 2.75% on Thursday. That would probably mean no change in the
following week’s 1-year and 5-year Loan Prime Rates of 3.65% and 4.3% respectively.

Chinese inflation cooled in line with expectations last month with headline CPIl inflation easing to 1.6% y/y from 2.1%. Core inflation held
unchanged at 0.6% for a third straight month. That was followed by further jawboning about offering additional stimulus. This is probably
best interpreted to mean continued emphasis upon easing Covid Zero practices while monitoring the state’s tolerance toward potential
infections, while easing some macroprudential rules and offering targeted stimulus. It’s unlikely that shock-and-awe stimulus will be
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forthcoming even after the Federal Reserve attains its peak policy rate given the implications Chart 8
for China’s currency, capital account and financial instability. Colombia: BanRep Policy Rate vs

Headline Inflation
SWISS NATIONAL BANK—ALSO DOWNSHIFTING?

U oo forecast
The SNB is widely expected to hike its policy rate by 50bps to 1% on Thursday which would also :
downshift from the 75bps hike at the last meeting in September and generally follow the ECB. 2T \\ \
\
3 \
NORGES BANK—MORE CAUTIOUS 0 \
\
8 F
Norges had already downshifted the pace of rate increases at its last December on November Policy rate ‘\
3@ when it hiked by 25bps versus expectations for double that. The tone this time around is 6 ‘
likely to be more cautious and a hike may not be assured on Thursday. Inflation fell shy of 4
expectations in November at -0.2% m/m (+0.3% consensus). Weakness was broadly based _
across categories. 'i_'nef?;liff :
o . . . . i ,
BANREP—HOT INFLATION TO DRIVE BIGGER HIKE 18 19 20 21 2 23

Colombia’s central bank is widely expected to hike its overnight lending rate by 100bps on Sources: Scotiabank Economics, BanRep, DANE.

Friday. November’s hotter than expected inflation reading reinforces a tightening bias with
prices up 0.8% m/m and CPI running at 12%2% y/y. Chart 8 shows our projected paths for

Chart9
Colombia inflation and the policy rate. 2

Mexico: Overnight Rate vs
Headline Inflation

BANXICO—DRIVEN HIGHER BY THE FED AND INFLATION

Mexico’s central bank is widely expected to hike its overnight rate by 50bps to 10% on Thursday ﬁ % forecast
and continue to follow the Federal Reserve’s expected moves. November’s inflation figures 10
continued to support policy tightening with CPl up 0.6% m/m and core CPI up by 2% m/m. 9
Implied market pricing suggests that as the Federal Reserve’s policy rate peaks, so will Banxico’s 8
at between 50-75bps higher after this week’s hike into the new year. Chart 9 shows our ;
forecasts for inflation and the policy rate. S
PHILIPPINES CENTRAL BANK TO HIKE AGAIN 4
Bangko Sentral ng Pilipinas is expected to hike its overnight borrowing rate by 50bps on i '?ni?adtlit:
Thursday and bring cumulative hikes to 350bps since March. Inflation has continued to climbto 4 . . . . £
8% y/y in November but the 6% appreciation in the peso to the US dollar since October may 18 19 20 21 22 23
give the central bank confidence that stability risks have lessened. Sources: Scotiabank Economics, Banxico, INEGI.
TAIWAN’S CENTRAL BANK STILL ON A TIGHTENING PATH
Another small rate hike from 1.625% to 1.75% is expected on Thursday. Inflation recently ease Chart10
with headline inflation falling back to 2.4% and core declining slightly to 2.9% in November from Cleveland Fed Nowcast
3%. 12 r m/m % change, SA
RUSSIAN CENTRAL BANK—ENDING THE CUT CYCLE? ;I_Z I Core CPI
The Key Rate is likely to remain at 7.5% on Friday and probably bring to a close the massive rate 06 r
cuts that have totally 12.5 percentage points since March. High frequency week-over-week 8';‘ I
inflation is starting to move higher over recent weeks and may give the central bank room to 0.0 IR LY i
hold off and monitor conditions. 02 P )
Headline CPI

US INFLATION—INFORMING THE TREND :8'2
Was the softer than expected core CPI inflation reading of 0.3% m/m in October a harbinger of -0.8 oo o660 CEE NN
things to come or another head fake? We'll get more information when November CP!I arrives ‘(_% L2l gg ﬂ; L34 2 g; g
on Tuesday. S<7°08855383<4°08g50

Sources: Scotiabank Economics, Cleveland Fed.
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I've estimated a rise of 0.4% m/m for both headline CPl and core CPI excluding food and energy ~ Chart11

prices. The Cleveland Federal Reserve’s ‘nowcast’ points to something a touch firmer at 0.5% m/m Discounts by Product Category
for core inflation (chart 10). That measure over estimated inflation the last time around, but the
measure often performs well and when it overestimates inflation it can tend to underestimate the
next print.

Among the expected drivers are resilient gains in owners’ equivalent rent, broad service prices
and another hot gain in food prices. Vehicle prices—both new and used—did not change enough
in seasonally adjusted terms to influence the estimate. Gas prices and other energy drivers
probably knocked about a tenth off CPI.

e E|ectronics

.30 | == Apparel Televisiohs

. . . . . . 35 L Sporting Goods Computers

An added consideration is the degree to which mildly greater than seasonally normal discounting e Furniture ——— Appliances
of some products during holiday season sales toward month-end may drag on inflation (chart 11). N8gEIrg 9 £ 2 s35onee Q i %
It may somewhat, but the categories that are typically discounted at this time of year have 458888808023 2233333832
y g ypically y 56800086506225222228288

modest weights in CPI compared to other drivers and the discounting mostly occurred late in the i )
Sources: Scotiabank Economics, Adobe 2022

month. CPI takes average prices throughout the month. Holiday Shopping Report.
OTHER MACRO

A rich array of other macroeconomic indicators lies in store over the coming week and I'll address them in more detail in daily notes.
Highlights follow.

At the top of the list will be a round of purchasing managers indices that further inform risks facing the global economy. PMIs will land in the
Eurozone (Friday), UK (Friday), US (Friday, S&P gauges), Australia (Thursday) and Japan (Thursday) plus Japan’s Q4 Tankan survey.

US retail sales (Thursday) will require a strong holiday shopping season to offset the effects of a 5.1% m/m drop in vehicle sales and a
modest decline in gasoline prices. The US will also update industrial and business gauges such as NFIB small business confidence (Tuesday),
and on Thursday each of industrial output in November, the Philly Fed manufacturing gauge, the Empire manufacturing gauge and capacity
utilization.

Canada faces a light release schedule including an expected large gain in manufacturing sales during October (Wednesday), a probable dip
in housing starts in light of softening permits (Thursday), home resales for the month of November (Friday) and an expected gain in
wholesale sales (Friday).

Australia updates job market conditions in November on Wednesday. The country has created about 65k jobs in the past three months and
wage growth has accelerated.

China will provide November readings for retail sales, industrial output, job markets and probably financing figures by around mid-week.
India updates CPI for November on Monday and it is expected to pull back from 6 34% y/y to under 6 ¥2%.

New Zealand’s economy probably continued to post solid growth in Q3 (Wednesday).

Global Economics 8
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Key Indicators for the week of December 12 - 16

NORTH AMERICA

Country Date Time Indicator Period BNS Consensus Latest
MX 12-12  07:00 Industrial Production (m/m) Oct -- -- -0.3
MX 12-12  07:00 Industrial Production (y/y) Oct -- 34 39
S 12-12 14:00 Treasury Budget (US$ bn) Nov -- -248.0 -87.8
us 12-13  08:30 CPI(m/m) Nov 0.4 0.3 0.4
us 12-13  08:30 CPl(yly) Nov 7.4 7.3 7.7
us 12-13  08:30 CPI(index) Nov -- 2981 298.0
us 12-13  08:30 CPlex. Food & Energy (m/m) Nov 0.4 0.3 0.3
us 12-13  08:30 CPlex. Food & Energy (y/y) Nov 6.2 6.1 6.3
us 12-14  07:00 MBA Mortgage Applications (w/w) Dec9 -- -- -1.9
CA 12-14  08:30 Manufacturing Shipments (m/m) Oct 2.0 19 0.0
us 12-14  08:30 Export Prices (m/m) Nov -- -0.5 -0.3
us 12-14  08:30 Import Prices (m/m) Nov -- -0.5 -0.2
us 12-14 14:00 FOMC Interest Rate Meeting (%) Dec 14 4.50 4.50 4.00
CA 12-15  08:15 Housing Starts (000s a.r.) Nov 250 255.0 2671
us 12-15 08:30 Empire State Manufacturing Index Dec -- -0.5 4.5
us 12-15  08:30 Initial Jobless Claims (000s) Dec 10 230 232 230
us 12-15  08:30 Continuing Claims (000s) Dec3 1,715 1,650 1,671
us 12-15  08:30 Philadelphia Fed Index Dec -- -10.0 -19.4
us 12-15  08:30 Retail Sales (m/m) Nov 0.2 -0.2 13
us 12-15  08:30 Retail Sales ex. Autos (m/m) Nov 0.5 0.2 13
CA 12-15  09:00 Existing Home Sales (m/m) Nov -- -- 13
us 12-15  09:15  Capacity Utilization (%) Nov -- 79.8 79.9
us 12-15  09:15  Industrial Production (m/m) Nov 0.2 0.1 -0.1
us 12-15  10:00 Business Inventories (m/m) Oct -- 0.4 0.4
MX 12-15 14:00 Overnight Rate (%) Dec15 - 10.50 10.00
us 12-15  16:00 Total Net TIC Flows (US$ bn) Oct -- -- 30.9
us 12-15  16:00 Net Long-term TIC Flows (US$ bn) Oct -- -- 118.0
CA 12-16  08:30 International Securities Transactions (C$ bn) Oct -- -- -22.3
CA 12-16  08:30 Wholesale Trade (m/m) Oct 13 13 0.1

EUROPE

Country Date Time Indicator Period Consensus Latest
UK 12-12 02:00 Index of Services (m/m) Oct 0.5 -0.8
UK 12-12 02:00 Industrial Production (m/m) Oct -0.1 0.2
UK 12-12 02:00 Manufacturing Production (m/m) Oct -0.1 0.0
UK 12-12  02:00 Visible Trade Balance (£ mn) Oct -15,300 -15,656
GE 12-13  02:00 CPI(m/m) Nov F -0.5 -0.5
GE 12-13  02:00 CPl(yly) Nov F 10.0 10.0
GE 12-13  02:00 CPI - EU Harmonized (m/m) Nov F 0.0 0.0
GE 12-13  02:00 CPI - EU Harmonized (y/y) Nov F 1.3 1.3
UK 12-13  02:00 Average Weekly Earnings (3-month, y/y) Oct 6.1 6.0
UK 12-13  02:00 Employment Change (3M/3M, 000s) Oct -17.0 -53.0
UK 12-13  02:00 Jobless Claims Change (000s) Nov -- 33
UK 12-13  02:00 ILO Unemployment Rate (%) Oct 37 3.6
GE 12-13  03:00 Current Account (€ bn) Oct -- 14.8
IT 12-13  04:00 Industrial Production (m/m) Oct -0.3 -1.8
EC 12-13  05:00 ZEW Survey (Economic Sentiment) Dec -- -38.7
GE 12-13  05:00 ZEW Survey (Current Situation) Dec -57.0 -64.5
GE 12-13  05:00 ZEW Survey (Economic Sentiment) Dec -26.7 -36.7

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of December 12 - 16

EUROPE (continued from previous page)

Country Date Time Indicator Period Consensus Latest
UK 12-14  02:00 CPI(m/m) Nov 0.6 2.0
UK 12-14  02:00 CPI(y/y) Nov 10.9 1.1
UK 12-14  02:00 RPI(m/m) Nov 0.5 25
UK 12-14  02:00 RPI(y/y) Nov 13.9 0.0
SP 12-14  03:00 CPI(m/m) Nov F -0.1 -0.1
SP 12-14  03:00 CPI(y/y) Nov F 6.8 6.8
SP 12-14  03:00 CPI-EU Harmonized (m/m) Nov F -0.5 -0.5
SP 12-14  03:00 CPI-EU Harmonized (y/y) Nov F 6.6 6.6
IT 12-14  04:00 Unemployment Rate (%) 3Q 8.0 8.1
EC 12-14  05:00 Industrial Production (m/m) Oct -1.5 0.9
EC 12-14  05:00 Industrial Production (y/y) Oct 35 4.9
RU 12-14  11:00 Real GDP (y/y) 3QP -4.00 -4.00
FR 12-15  02:45 CPI(m/m) Nov F 0.4 0.4
FR 12-15  02:45 CPl(yly) Nov F 6.2 6.2
FR 12-15  02:45 CPI - EU Harmonized (m/m) Nov F 0.5 0.5
FR 12-15  02:45 CPI - EU Harmonized (y/y) Nov F 71 71
NO 12-15 04:00 Norwegian Deposit Rates (%) Dec15 2.75 2.50
UK 12-15 07:00 BoE Policy Announcement (%) Dec 15 3.50 3.00
EC 12-15 08:15 ECB Main Refinancing Rate (%) Dec15 2.50 2.00
UK 12-15  19:01  GfK Consumer Confidence Survey Dec -43.0 -44.0
UK 12-16 02:00 Retail Sales ex. Auto Fuel (m/m) Nov 0.3 0.3
UK 12-16 02:00 Retail Sales with Auto Fuel (m/m) Nov 0.3 0.6
FR 12-16 03:15 Manufacturing PMI Dec P 48.0 48.3
GE 12-16 03:30 Manufacturing PMI Dec P 46.5 46.2
EC 12-16 04:00 Manufacturing PMI Dec P 471 471
UK 12-16 04:30 Manufacturing PMI Dec P 46.5 46.5
EC 12-16 05:00 CPI(m/m) Nov F -0.1 -0.1
EC 12-16 05:00 CPI(y/y) Nov F 10.0 10.0
EC 12-16 05:00 Euro zone Core CPI Estimate (y/y) Nov F 5.0 5.0
EC 12-16 05:00 Trade Balance (€ mn) Oct -- -34374.2
IT 12-16 05:00 CPI - EU Harmonized (y/y) Nov F 12.5 12.5
RU 12-16 05:30 One-Week Auction Rate (%) Dec 16 7.50 7.50

ASIA PACIFIC

Country Date Time Indicator Period Consensus Latest
MA 12-11 23:00 Industrial Production (y/y) Oct 8.1 10.8
JN 12-12 01:00 Machine Tool Orders (y/y) Nov P -- -55
IN 12-12 07:00 CPI(y/y) Nov 6.36 6.77
IN 12-12  07:00 Industrial Production (y/y) Oct -0.60 3.10
PH 12-12 20:00 Exports (y/y) Oct 55 7.0
PH 12-12 20:00 Imports (y/y) Oct 15.3 26.2
PH 12-12  20:00 Trade Balance (US$ mn) Oct -5,187 -4,821
HK 12-13  03:30 Industrial Production (y/y) 3Q -- 2.7
SK 12-13  18:00 Unemployment Rate (%) Nov -- 2.8
JN 12-13 18:50 Machine Orders (m/m) Oct 2.1 -4.6
JN 12-13  18:50 Tankan All Industries Index 4Q 20.9 215
JN 12-13  18:50 Tankan Manufacturing Index 4Q 7.0 8.0
JN 12-13  18:50 Tankan Non-Manufacturing Index 4Q 16.0 14.0
JN 12-13  23:30 Capacity Utilization (m/m) Oct -- -0.4
JN 12-13  23:30 Industrial Production (m/m) OctF -- -2.6
JN 12-13  23:30 Industrial Production (y/y) OctF -- 3.7

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Key Indicators for the week of December 12 - 16

ASIA PACIFIC (continued from previous page)

Country Date Time Indicator Period Consensus Latest
IN 12-14  01:30 Monthly Wholesale Prices (y/y) Nov 6.2 8.4
Nz 12-14  16:45 GDP (g/q) 3Q 0.9 17
Nz 12-14  16:45 GDP (y/y) 3Q 5.4 0.4
JN 12-14  18:50 Merchandise Trade Balance (¥ bn) Nov -1,680 -2,166
JN 12-14  18:50 Adjusted Merchandise Trade Balance (¥ bn) Nov -1,218 -2,299
JN 12-14  18:50 Merchandise Trade Exports (y/y) Nov 19.7 253
JN 12-14  18:50 Merchandise Trade Imports (y/y) Nov 27.0 53.5
AU 12-14  19:30 Employment (000s) Nov 17.0 322
AU 12-14  19:30 Unemployment Rate (%) Nov 34 34
CH 12-14  21:00 Fixed Asset Investment YTD (y/y) Nov 5.6 5.8
CH 12-14  21:00 Industrial Production (y/y) Nov 37 5.0
CH 12-14  21:00 Retail Sales (y/y) Nov -39 -0.5
ID 12-14  23:00 Exports (y/y) Nov 10.1 12.3
ID 12-14  23:00 Imports (y/y) Nov 10.1 17.4
ID 12-14  23:00 Trade Balance (US$ mn) Nov 4,050 5,670
IN 12-14  22:30  Exports (y/y) Nov -- -16.6
IN 12-14  22:30  Imports (y/y) Nov -- 5.7
JN 12-14  23:30 Tertiary Industry Index (m/m) Oct 0.7 -0.4
PH 12-15 02:00 Overnight Borrowing Rate (%) Dec15 5.50 5.00
NZ 12-15  16:30  Business NZ PMI Nov -- 49.3
JN 12-15  19:30  Markit/JMMA Manufacturing PMI Dec P -- 49.0
Sl 12-15  19:30  Exports (y/y) Nov -6.2 -5.6
TA 12-15 20:00 Benchmark Interest Rate Dec 15 1.75 1.63
HK 12-16 03:30 Unemployment Rate (%) Nov -- 3.8

LATIN AMERICA

Country Date Time Indicator Period BNS Consensus Latest
BZ 12-14  07:00 Economic Activity Index SA (m/m) Oct -- -- 01
BZ 12-14  07:00 Economic Activity Index NSA (y/y) Oct -- -- 4.0
CcoO 12-15  10:00 Retail Sales (y/y) Oct -- -- 7.2
PE 12-15  10:00 Economic Activity Index NSA (y/y) Oct 2.2 -- 17
PE 12-15  10:00 Unemployment Rate (%) Nov 7.2 -- 7.2
co 12-16  13:00 Overnight Lending Rate (%) Dec 16 -- 12.00 11.00

Forecasts at time of publication.
Sources: Bloomberg, Scotiabank Economics.
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Global Auctions for the week of December 12 -16

NORTH AMERICA

Country Date Time Event
us 12-12 11:30 U.S. To Sell 3-Year Notes
CA 12-15 12:00 Canada to Sell 2 Year Bonds

EUROPE

Country Date Time Event
IT 12-13 05:00 lItaly to Sell Bonds
AS 12-13 05:00 Austria to Sell Bonds
UK  12-13 05:00 U.K.to Sell 1% 2032 Bonds
SW  12-14 05:00 Sweden to Sell Bonds
SZ 12-14 05:15 Switzerland to Sell Bonds
SP 12-15 04:30 Spain to Sell Bonds
IC 12-16 06:00 Iceland to Sell Bonds

ASIA PACIFIC

Country Date Time Event
CH 12-11  21:30 Beijing to Sell CNY 16.81235 BIn 3Y Bonds
CH  12-13 21:35 China Plans to Sell CNY 3Y Upsized Bond
CH 12-13  21:35 China Plans to Sell CNY 7Y Bond
JN  12-14 22:35 Japan to Sell 20-Year Bonds
CH  12-15 21:35 China Plans to Sell CNY 50Y Upsized Bond

LATIN AMERICA
No Scheduled Auctions.

Sources: Bloomberg, Scotiabank Economics.
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Events for the week of December 12 -16

NORTH AMERICA

Country Date Time
us 12-14 14:.00
uUs 12-14 14:00
us 12-14  14:30
MX 12-15 14:00

EUROPE

Country Date Time
UK 1213 05:30
UK  12-13 06:00
SZ 12-15 03:30
NO 12-15 04:00
SZ 12-15  04:00
UK 12-15 07:00
EC 12-15 08:15
EC 1215 08:15
EC 1215 08:15
EC 1215 08:45

ASIA PACIFIC

Country Date Time
SK 12-12 00:00
TA 12-14 00:00
PH 12-15 02:00
PH 12-15  02:00

LATIN AMERICA

Country Date

co

12-16

Time
13:00

Event

FOMC Rate Decision (Lower Bound)

FOMC Rate Decision (Upper Bound)

Fed Chair Holds Press Conference Following FOMC Meeting
Overnight Rate

Event

BOE Releases Financial Stability Report

BOE Press Conference on Financial Stability
SNB Policy Rate

Deposit Rates

SNB Press Conference Following Rate Decision
Bank of England Bank Rate

ECB Main Refinancing Rate

ECB Marginal Lending Facility

ECB Deposit Facility Rate

ECB President Christine Lagarde Holds Press Conference

Event

BOK Minutes of Nov. Policy Meeting

CBC Benchmark Interest Rate

BSP Overnight Borrowing Rate

BSP Standing Overnight Deposit Facility Rate

Event
Overnight Lending Rate

Sources: Bloomberg, Scotiabank Economics.
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Global Central Bank Watch

NORTH AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Canada — Overnight Target Rate 4.25 January 25,2023 4.25 4.25
Federal Reserve — Federal Funds Target Rate 4.00 December 14, 2022 4.50 4.50
Banco de México — Overnight Rate 10.00 December 15, 2022 10.50 10.50

Federal Reserve (FOMC): A 50bps rate hike is expected on Wednesday alongside a higher terminal rate estimate of 5% and guidance that policy will remain
restrictive for some time. New forecasts will be presented. Banco de México (Banxico): As expected, Banxico followed the Fed with a 75bps increase last
meeting, bringing the overnight rate to 10.00%. We expect that the bank will slow the pace of hikes and deliver a 50 bps hike at next week's meeting. Bank
of Canada: Governor Macklem delivers his annual pre-holiday speech on Monday and is likely to reinforce recent communications that intensified data
dependency in guiding the next policy moves.

EUROPE

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
European Central Bank — Refinancing Rate 2.00 December 15, 2022 2.50 2.50
European Central Bank — Marginal Lending Facility Rate 2.25 December 15, 2022 275 275
European Central Bank — Deposit Facility Rate 1.50 December 15, 2022 2.00 2.00
Bank of England — Bank Rate 3.00 December 15, 2022 3.50 3.50
Swiss National Bank — Sight Deposit Rate 0.50 December 15, 2022 1.00 1.00
Central Bank of Russia — One-Week Auction Rate 7.50 December 16, 2022 7.50 7.50
Sweden Riksbank — Repo Rate 2.50 February 9,2023 2.75 2.75
Norges Bank — Deposit Rate 250 December 15, 2022 2.75 275
Central Bank of Turkey — Benchmark Repo Rate 9.00 December 22,2022 9.00 9.00

European Central Bank (ECB): Thursday's meeting will be marked by a trio of important updates. Firstly, on interest rates, a 50 bps hike across all three
policy rates appears to be a widespread consensus. More interestingly will be updates on the ECB's quantitative tightening plans, which President Lagarde
confirmed will be laid out in the December meeting. The jury is out on the exact timing of when the process will begin, but most estimates fall into the
Q1/Q2-2023 range. Lastly, a fresh set of forecasts will be published with GDP likely to see downward revisions and CPI peaking in the near term. Bank of
England (BoE): Another half-point increase of the Bank Rate to 3.50% is expected next week. Market pricing for the terminal rate has come down from a
high of 6.00% in late-September and has now steadied at around ~4.50% over the last month. CPI, GDP and labour market data are updated in the days
prior to the meeting, where surprises could tip the already divided MPC to either side of the expected 50 bps move. Norges Bank: The committee is
expected to raise the deposit rate by 25 bps to 2.75% but the tone may be more cautious. This move comes on the heels of last meeting's below consensus
hike of 25 bps (50 bps expected). November CPI fell well shy of expectations and is part of a string of data that suggests economic conditions are cooling.
Swiss National Bank (SNB): The SNB will likely move the policy rate up 50 bps to 1.00%. The SNB tends to follow the stance of the ECB, which will likely bring
further hikes into play. Central Bank of Russia (CBR): No changes in the Key Rate are expected next week. Russia's recession is expected to deepen into
2023.

ASIA PACIFIC

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Bank of Japan — Policy Rate -0.10 December 20, 2022 -0.10 -0.10
Reserve Bank of Australia — Cash Rate Target 3.10 February 6, 2023 3.10 3.10
Reserve Bank of New Zealand — Cash Rate 4.25 February 21,2023 4.50 4.50
People's Bank of China —1-Year Loan Prime Rate 3.65 December 19, 2022 3.65 3.65
Reserve Bank of India — Repo Rate 6.25 February 7,2023 6.25 6.25
Bank of Korea — Base Rate 3.25 January 13,2023 3.50 3.50
Bank of Thailand — Repo Rate 1.25 January 25,2023 1.50 1.50
Bank Negara Malaysia — Overnight Policy Rate 275 TBA 275 275
Bank Indonesia — 7-Day Reverse Repo Rate 5.25 December 22, 2022 5.25 5.25
Central Bank of Philippines — Overnight Borrowing Rate 5.00 December 15, 2022 5.50 5.50

People's Bank of China (PBoC): The one-year medium-term lending facility rate is expected to remain on hold at 2.75%. The exit from Covid-Zero should
provide a tailwind for growth and the PBoC will likely monitor short-term conditions before making any further decisions about the policy rate. The yuan has
strengthened to sub-seven levels amid policy optimism. Central Bank of Philippines (BSP): A 50 bps move of the overnight borrowing rate to 5.50% is likely
for next week's meeting. The peso has strengthened in recent months but inflation in the region still has not peaked—headline 8.0% y/y and core 6.5% y/y.
The committee has delivered a cumulative 300 bps of hikes since March 2022.

LATIN AMERICA

Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
Banco Central do Brasil — Selic Rate 13.75 February 1,2023 13.75 13.75
Banco Central de Chile — Overnight Rate 11.25 January 26, 2023 11.00 11.00
Banco de la Republica de Colombia — Lending Rate 11.00 December 16, 2022 12.00 12.00
Banco Central de Reserva del Pert — Reference Rate 7.50 TBA 7.50 7.50

Banco de la Republica de Colombia (BanRep): Colombian inflation continues to surprise on the upside, with November's hot print heavily tipping the scales
toward a 100 bps hike of the policy rate on Friday. We expect 50 additional bps of hikes in Q1-2023 to bring the policy rate to 12.50%, followed by a brief
pause and subsequent rate cuts by mid-year.

AFRICA
Rate Current Rate Next Meeting Scotia's Forecasts Consensus Forecasts
South African Reserve Bank — Repo Rate 7.00 TBA 7.00 7.00

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