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2022: A year to forget

Total return by asset class (as of November 14, 2022)
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Central banks determined
to bring down inflation
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Global inflation — it’s everywhere (for now)
Latest CPI YoY% readings from G13 countries
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Central banks:
“It takes at least a year for

higher interest rates - / \/
to impact the economy and | B
inflation”




U.S.: The FOMC is not alone In raising interest rates
Fed funds rate and six-month sum of the net number of increases in policy rates in the G20
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U.S.: Financial conditions tightening at a blistering pace
Goldman Sachs Index of Financial Conditions, change since the first hike of a tightening phase
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USD: Greenback surpasses pandemic peak
Trade-weigthed USD (26 currencies) — As of Nov 1, 2022
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U.S.: PE compression
Forward PEs for the S&P 500 vs. yield on 10-year U.S. treasury
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MSCI composite index: Price Performance
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M2 vs. all-items CPI
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World: Factory activity down for second month in a row
JP Morgan/Markit Global Manufacturing PMI, last observation: October 2022
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OECD: Consumer confidence at arecord low

OECD Consumer Confidence Index
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U.S.: Consumers are spending more on food & energy
Spending on food & energy as a share of disposable income
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Inflation is a lagging
indicator. Central banks
must pause soon to assess

the situation f /\/

Supply constraints still
explain a large part
of inflation /
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World: Transportation cost have plunged

Cost of shipping a 40-foot container from China to the US West Coast

22,000 - USD
20,000 A
18,000 -
16,000 -

14,000 -

12,000 -

Cargo Shipowners Cancel Sailings as
World Trade Flips to Empty
Containers From Backlogs

10,000 -

Dozens of sailings from Asia to U.S.ports are
8,000 - set to be canceled in October as deteriorating
economic conditions weigh on demand to ship
goods worldwide. @) 5minread

6,000
4,000 -

2,000 -

0

2018 2019
NBF Economics and Strategy (Freightos data via Refinitiv)

2020



U.S.: Manufacturing supply chain rapidly becoming more fluid
ISM Manufacturing PMI
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U.S.: China might help
China PPI, U.S. import prices and U.S. core goods CPI
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U.S.: Goods inflation falling much faster than in the stagflation era
Three-month annualized change in the core goods CPI vs unemployment rate

28 T Current episode
T~
/ \
24 - / \
/ \
Stagflation Era / \
20 - " 1 EE ~ I \
g A
’ \\
16 - // \
/

IO.‘
*s

_-—— - ..
— - — --_~

4

q

:

s Jobless rate =«
o
v

f‘

[ ] L]

IOo‘ - ." [ [']
S, Y R
*teug,,?

HAJ‘.' .Ll"A“'L
U

|
A
®
’
CEpmmmsmmEgEgEPE

*eetq

— o

Core goods CPI

T 1 T T T L DL AL AL L L L L L L L
1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025
NBF Economics and Strategy (data via Refinitiv) 19 ‘ N



~—

The pace of hiring

will slow down /



S&P 500: Diffusion of positive earnings revisions
Weekly data, as of November 1st
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MSCI composite index: EPS Performance
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2021 2022 2023 2024 12 months
forward
MSCI ACWI 54.7 10.0 4.5 8.6 5.4
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MSCI Europe 66.0 17.6 1.4 5.7 3.7
MSCI Pacific ex Jp 45.6 12.2 4.0 4.5 5.8
\ MSCI Japan 0.0 42.7 12.8 1.4 5.7
MSCI EM 52.5 8.7 3.6 12.0 4.2
\ MSCI EM EMEA 63.4 17.8 8.4 7.6 8.5
//\\ MSCI EM Latin America 191.2 22.3 -12.2 5.2 7.3
\ MSCI EM Asia 39.1 4.8 5.9 14.0 5.7
11/4/2022

NBF Economics and Strategy (data via Refinitiv) 22 ‘ N



Canada-U.S.: Full-time jobs are stalling
Full-time workers as per household employment survey
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World: A difficult year for tech employment

# of Tech Employees Let Go  # of Tech Layoffs

# of Tech Employees Let Go

a= of November 15, 2822
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Canada:
Run for the hills?




Canada: Odds of recession mounting
Odds of recession over next 12 months (% of firms for each probability band), Business Outlook Survey
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Canada: Economy killer?
3-month T-Bill vs. 5-year Treasury
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Canada and United States: Mortgage rates

Best interest rate for a fixed insured 5-y mortgage in Canada and rate on a 30-y fixed mortgage in the U.S.
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Canada: Perspective on home prices
Median home price in different cities ($)
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Canada: Housing affordability worst in 40 years
Monthly mortgage payment on median home price (25 year amortization, 5-year term)

% of median income
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Canada: Residential sales
Seasonally adjusted data
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Canada: More home price deflation expected
Teranet-National Bank home price index (composite-11) and Case-Shiller index (composite-20)
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Canada: The population of a small province added in a single quarter

Change in population Q/Q, number of individuals
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Canada: A growing share of the population is immigrant

By census year
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Canada: Immigrants rejuvenate Canada’s age pyramid
Age distribution of recent immigrants (between 2016 and 2021) and total population, as of 2021 census
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Canada: Best demographics in a generation
Population aged 25-54
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Canada: Immigration distribution in 2021

The number of immigrants was 405,800 in 2021, 63% opted for
the 4 largest CMAs (40% of the population)
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25-54 years old projected population

140
135
130
125
120
115
110
105

Index (2000=100)

Ottawa aims to welcome 500,000
immigrants per year by 2025
JANICE DICKSON
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Projections CAN (projections 2022)

mEm
m»*

em"
e

== UsA

-
—”

.
" E mms *°*

L es s * Pt .. GBR

-

*

95 ~~\ M
----‘~~ \"

RS ‘~, FRA

90 ~~~ x
~~- ~.

85 ~-—~'—\_l.
80 ITA
75
70
65 JAP
6C)""I""I""I""I'"I""I""I""I""I""I""I
2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055

NBF Economics and Strategy (data via Statistics Canada, Eurostat, U.S. Census)



Canada: Prime-aged workforce growing faster than in the U.S.
Civilian population aged 25-54
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Canada: Labour force participation near a record high
Labour force participation rate for population aged 25-54
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Canada: Potential GDP growth to exceed that in the U.S.

Potential real GDP growth: Canada vs. the U.S.
Net immigration to account for over two-thirds of

25 Canada’s potential output growth
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World: Taxpayers needed to pay for social safety net
Employment/population ratio (2022 Q2) — people aged 15+
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Canada: Commodity prices remain very high
Price of commodities produced in Canada and sold on international markets (in CAD)
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Canada: Disposable income remains above trend
Real disposable income: Canada, US, Germany
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Canada: Electricity prices remain stable for residential users
CPI for electricity sold to consumers: Canada-U.S.
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Surging nominal incomes have helped shore up government finances
There’s been strong discipline from the provinces, while the feds are on a path to balance

Change in provincial finances vs. Budget 2021 plans Federal budget balance: budget estimate vs. latest
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Canada : Perspective on inflation
CPI inflation (%)

9 -
%
) “
7 1 Headline
6
Average of
5 . core
1 * measures
“ |

4 4% :

> |

. N
3 h | | | ]

" BoC mid-point target
2 - LY A ) Sy MWy YR N
Y

14
0
-1 -
-2
1990 1995 2000 2005 2010 2015 2020 2025

NBF Economics and Strategy (data via Statistics Canada) 48 ‘ N



3-month annualized change in core inflation measures

CPI-trim
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A complex geopolitical backdrop

The war in Ukraine and tensions over Taiwan have accelerated plans by the two
superpowers to become less dependent on each other in some key sectors.

The U.S. has recently restricted the export of advanced semiconductors to China.
The equipment needed to manufacture these products is also included.

On the one hand, the U.S. believes that China wants to steal U.S. technology and
become the leading superpower

On the other hand, China believes that the U.S. is not only seeking to gain more

access to the Chinese market, but also to hinder China's rise as a global power

In addition to considering the quality of a company's products and services,
iInvestors should also analyze the compatibility of companies with the geopolitical
objectives of countries like China or the United States.

Furthermore, what is the meaning of the term "friendshoring"?

50 | I



Go Canada?

Europe is geographically surrounded by geopolitical instability, while we
are surrounded by two oceans and the United States

Our electricity prices are much lower and we have large reserves of ol
and natural gas

We have large reserves of agricultural land and water
We have the mineral resources, the technology, and the geology to

make the transition to green energy

Will our politicians be up to the task?
51 | g



Forecast summary

* Central banks are determined to bring down inflation

* They have already tightened by a lot - global growth is falling (recession in Europe).

* |Inflation is a lagging indicator. Central banks need to pause soon to assess the situation
* Supply constraints still explain much of the inflation.

* The pace of hiring will slow.

* We assume a much faster pace of inflation deceleration in the coming months.

* |f we are right, the Fed stops tightening at yearend.

« USD starts 2023 weaker as policy easing expected in H2 2023

* Bank of Canada delivers lower terminal rate than Fed

 USD/CAD goes from 1.34in Q1 2023 to 1.25 in 2023 (WTI at $80).

52 |



Detailed interest rate forecast

United States

Quarters Fed Fund 3 Mth BiIll 2YR

14-Nov-22 4.00 4.19 4.41 3.99 3.86 4.05
Q4 4.50 4.55 4.50 4.10 3.95 4.10
Q1:2023 4.75 4.65 4.45 4.05 3.85 4.00
Q2 4.75 4.50 4.05 3.75 3.60 3.80
Q3 4.50 4.05 3.45 3.40 3.35 3.60
Q4 3.50 3.40 3.00 3.10 3.20 3.45
Q1:2024 3.00 2.90 2.90 3.05 3.15 3.35
Q2 3.00 2.70 2.80 3.00 3.10 3.30
Q3 3.00 2.65 2.75 2.95 3.05 3.25

Canada

Quarters Overnight 3 Mth Bill 2YR

14-Nov-22 3.75 4.02 3.85 3.31 3.14 3.26
Q4 4.25 4.30 4.05 3.40 3.25 3.30
Q1:2023 4.25 4.25 3.95 3.35 3.20 3.25
Q2 4.25 4.20 3.50 3.20 3.10 3.20
Q3 4.25 4.05 3.30 3.05 3.00 3.15
Q4 3.75 3.60 3.15 2.95 2.95 3.10
Q1:2024 3.25 3.10 2.95 2.90 2.95 3.05
Q2 3.00 3.05 2.80 2.85 2.95 3.00
Q3 3.00 2.90 2.70 2.85 2.90 3.00

Source: NBF



United States
Economic Forecast

Q4/Q4
(Annual % change)* 2019 2020 2021 2022 2023 2021 2022 2023
Gross domestic product (2012 $) 2.3 (2.8) 5.9 1.8 0.2 57 0.1 0.3
Consumption 2.0 (3.0) 8.3 2.6 0.6 7.2 1.3 0.5
Residential construction (1.0) 7.2 10.7 (9.9 (8.7) (0.3) (14.4) (1.3)
Business investment 3.6 4.9 6.4 3.4 1.1 5.0 3.3 1.0
Government expenditures 3.3 2.6 0.6 (0.9 1.7 0.5 0.1 1.7
Exports 0.5 (13.2) 6.1 7.2 0.9 6.5 55 .7
Imports 1.1 (9.0) 14.1 8.9 (0.1) 10.1 3.9 0.7
Change in inventories (bil. $) 73.1 (54.6) (19.4) 121.2 27.5 197.6 70.0 25.0
Domestic demand 2.3 (1.9 6.7 1.5 0.4 54 0.6 0.7
Real disposable income 3.5 6.2 1.9 (6.9 0.9 -0.4 -2.5 1.1
Payroll employment 1.3 (5.8) 2.8 3.9 0.4 4.3 2.8 -0.2
Unemployment rate 3.7 8.1 5.4 3.7 4.5 4.2 3.7 4.8
Inflation 1.8 1.3 4.7 8.1 3.4 6.7 7.3 2.1
Before-tax profits 3.9 (5.9 22.6 4.9 (1.6) 22.3 -0.7 3.1

Current account (bil. $ 446.0 619.7 940.2 1,033.6 995.0

Canada
Economic Forecast

Q4/Q4

(Annual % change)* 2019 2020 2021 2022 2023 2021 2022 2023
Gross domestic product (2012 $) 1.9 5.2) 4.5 3.2 0.7 3.2 1.8 0.9
Consumption 1.4 (6.2) 5.0 51 1.0 52 3.2 0.8
Residential construction (0.2) 4.3 15.3 (8.4) (6.0) (0.9 (9.0) (3.0)
Business investment 2.5 (12.1) 2.3 6.8 0.9 7.0 2.8 1.3
Government expenditures 0.8 0.9 5.6 1.6 1.5 3.6 1.1 1.8
Exports 2.3 (9.7) 1.4 3.4 4.2 0.8 4.2 2.2
Imports 0.4 (10.8) 7.7 6.5 1.9 57 4.2 2.0
Change in inventories (millions $) 18,377 -18,720 -2,361 20,965 11,525 5,259 11,000 11,900
Domestic demand 1.2 “4.1) 5.6 2.9 0.4 4.1 1.4 0.8
Real disposable income 3.0 8.2 0.3 0.5 0.5 (0.6) 2.7 0.9
Employment 2.2 (5.1) 4.8 3.5 0.3 4.2 1.4 0.5
Unemployment rate 5.8 9.6 7.4 5.4 6.1 6.3 5.6 6.2
Inflation 1.9 0.7 3.4 6.5 2.5 4.7 5.5 2.5
Before-tax profits (0.6) (1.9 32.3 15.3 (6.1) 15.7 11.0 0.9

* or as noted

Current account (bil. $

1.1

8.0



Disclosures

General - This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange. The particulars contained
herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without notice. The information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update the information or
advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this Report
constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances. In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in
relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment decision. This Report is for distribution only under such circumstances
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Report to you under relevant legislation and regulations.
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directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this Report. This Report may not
be independent of the proprietary interests of NBF and its affiliates. This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the publication and distribution of research Reports, including relevant restrictions or
disclosures required to be included in research Reports.

UK Residents - This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. In
respect of the distribution of this Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 2000). This Report is for information purposes only and does not constitute a personal recommendation, or
investment, legal or tax advice. NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may have had interests or long or short positions in, and may at any time make purchases and/or sales as
principal or agent, or may act or may have acted as market maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker with respect hereto. The value of investments, and the income derived from them, can go down
as well as up and you may not get back the amount invested. Past performance is not a guide to future performance. If an investment is denominated in a foreign currency, rates of exchange may have an adverse effect on the value of the investment. Investments which are illiquid may be difficult to sell
or realise; it may also be difficult to obtain reliable information about their value or the extent of the risks to which they are exposed. Certain transactions, including those involving futures, swaps, and other derivatives, give rise to substantial risk and are not suitable for all investors. The investments
contained in this Report are not available to retail customers and this Report is not for distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the information in this Report. This Report does not constitute or
form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial Conduct Authority. NBF is authorised and regulated by the Financial Conduct Authority and has its registered office at 70 St. Mary Axe, London,
EC3A 8BE. NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom.

U.S. Residents - With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial Industry Regulatory Authority (FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of
NBF, accepts responsibility for its contents, subject to any terms set out above. To make further inquiry related to this report, or to effect any transaction, United States residents should contact their NBCF| registered representative. This report is not a research report and is intended for Major U.S.
Institutional Investors only. This report is not subject to U.S. independence and disclosure standards applicable to research reports.

HK Residents - With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”)which is licensed by the Securities and Futures Commission (“SFC”) to conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated
activities, the contents of this report are solely for informational purposes. It has not been approved by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a recommendation, advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of any
transaction. None of the products issuers, NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information and none of the foregoing assume any loss suffered by you in reliance of such information. The content of this report may contain information
about investment products which are not authorized by SFC for offering to the public in Hong Kong and such information will only be available to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)). If you are in any doubt as to your
status you should consult a financial adviser or contact us. This material is not meant to be marketing materials and is not intended for public distribution. Please note that neither this material nor the product referred to is authorized for sale by SFC. Please refer to product prospectus for full details. There
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