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Last week, the spotlight was on the minutes of the most recent Fed meeting, inflation and industrial
production data in the United States, as well as the Bank of Canada’s key rate decision.

In the United States, the Federal Reserve (Fed) released the minutes of its meeting that wrapped up on
March 20. Meeting participants collectively indicated that 75 basis points of easing were the most likely
outcome for 2024. They also noted that they see inflation forecasts relatively unchanged since December
and Chair Jerome Powell noted during the press conference that recent inflation data had not changed
the story. The Fed’s current stance provides them with the flexibility to keep their key rate where it is
for as long as needed. However, there appears to be a desire to start the rate normalization process,
particularly from Mr. Powell. That said, although recent job market data have been solid, political
decisionmakers are likely to be sensitive to any significant change in labour market conditions and
inflation.

In fact, U.S. inflation came in stronger than expected, with both core (3.8%) and headline (3.5%) annual
readings above economists’ consensus. The Consumer Price Index (CPI) rose by 0.4% in March, 0.1% above
the forecast. This was driven by energy prices, which surged 1.1%, as well as food costs, up slightly by
0.1%. Core CPI, which excludes food and energy, also was higher than expected, up 0.4% for the third
straight month. Consequently, the market has pushed back its rate cut expectations in the United States
from July to November.

Producer Price Index data were also released in the United States, with a monthly increase of 0.2%, below
the consensus of 0.3%. The data brought a measure of relief after the CPI report, which showed consumer
prices rising more quickly than expected. A number of categories in the report are used as the Fed’s
preferred gauge of inflation, such as healthcare and portfolio management, which came in weaker than
expected.

On our side of the border, the Bank of Canada (BoC) kept its bellwether interest rate unchanged at 5.0%,
a decision in line with economists’ expectations. Although there is nothing in the Monetary Policy Report
that explicitly indicates that rate cuts are now under consideration, BoC Governor Tiff Macklem,
emphasized that, in their deliberations on the duration of maintaining the overnight rate at its current
level, they remain vigilant for any evidence in the the downtrend momentum in inflation.

Next week, our focus will be on housing data in the United States and Canadian inflation.

Have a great week!
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Disclaimer: Unless otherwise agreed in writing, National Bank of Canada and its affiliates act solely in the capacity of an arm’s length contractual counterparty and not as an adviser or fiduciary. National Bank of Canada and its affiliates are not qualified to
provide legal, tax or accounting advice. Accordingly, you should not regard transaction proposals or other written or oral communications from us as a recommendation or advice that a transaction is appropriate for you or meets your financial objectives. Any
financial transaction involves a variety of potentially significant risks and issues. Before entering into any financial transaction, you should ensure that you fully understand the terms, have evaluated the risks and have determined that the transaction is
appropriate for you in all respects. If you believe that you need assistance, you should consult appropriate advisers before entering into the transaction. The attached material does not constitute an offer to enter into any transaction. Such material is believed
by us to be reliable, but we make no representation as to its accuracy or completeness. This brief statement does not purport to describe all of the risks associated with financial transactions and should not be construed as advice to you.

Source: Bloomberg as of April 15th, 2024
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DISCLAIMER

This document is provided for information purposes only and is intended for use by Accredited Counterparties under the Derivatives Act
(Québec) and Qualified Parties as defined under ASC, BCSC, SFSC, MSC and NBSC orders.

National Bank of Canada and its subsidiaries (the “Bank”) act solely as an arm's length contractual counterparty and not as an advisor or
trustee, and are not bound by any legal obligation to advise on the validity or opportunity to transact an instrument or a financial product.
Accordingly, the client should not regard transaction proposals or other written or oral communications from the Bank as a recommendation to
transact or as advice that a transaction is appropriate or meets his specific financial objectives.

Financial transactions involve a variety of potentially significant risks and issues. Before entering into any financial transaction, it is important
to fully understand its terms, to have evaluated the risks, and to have determined that the transaction is suitable for the client's specific needs
and objectives, level of experience, financial and operational resources, and any other relevant factors. This document does not purport to
describe all of the risks associated with financial transactions and should not be construed as advice in this respect. The Bank strongly
recommends independent consultation with tax, legal, accounting and financial advisors before entering into the transaction in order to obtain
an assessment of the benefits and risks of the transaction with respect to the transaction-specific circumstances.

The contents of this document do not constitute an offer to enter into any transaction. We believe the information to be reliable, but make no
representation as to its accuracy or completeness. This document may refer to some terms included only for discussion purposes and does not
constitute a guarantee that a transaction will be concluded based on those financial terms or otherwise. The strategies, scenarios and risks
described and/or presented in this document are based on hypothetical examples, and the true and final strategies, scenarios and risks may
vary depending on the circumstances.

You are not authorized to and you may not deliver or provide any part of this document to any person without the Bank’s prior written consent.



