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Summary

By Matthieu Arseneau and Jocelyn Paquet

The daily number of new cases of Covid-19 declared around the world has been declining markedly over the last month. In
the developed economies, the drop can be attributed in large part to an acceleration of vaccine rollouts encouraging an
outlook of fuller and more lasting reopening of economies. Elsewhere, improvement in public health is due rather to
reinforcement of physical distancing rules, especially in India where in late April a flare-up of cases forced the reintroduction
of strict lockdowns in some regions. Since access to vaccines is much more limited in emerging countries, herd immunity is
unlikely before 2022. Developing countries will accordingly remain at greater risk of pandemic outbreaks in the coming
months, a factor that could mean higher volatility of growth rates. We nevertheless continue to expect a solid rebound of
the global economy in 2021 and are maintaining our forecast of 6.0% growth for the year. In fact, our confidence in a vigorous
recovery has risen, since distribution of vaccines has greatly reduced economic uncertainty and downside risks for growth.

The latest U.S. economic indicators confirm what has been our outlook for a few months now: a very strong revival stimulated
by highly accommodative monetary and fiscal policies. Nonfarm payrolls grew 559,000 in May, less than the expected
675,000 but more than the month before, suggesting a slow but steady revival of the labour market in step with reopening
of the economy. Also in May, headline 12-month CPI inflation was 5.0%, the highest in 13 years. For the CPI excluding food and
energy the 12-month rise was 3.8%, the highest since June 1992. The three-month-annualized readings are still more
impressive: headline inflation 8.4%, core inflation 8.3%. Up to now, the bulk of inflationary pressure has come in the goods-
producing sector, but inflation could also take off in services if consumers decide, as we think they will, to spend more on
activities unavailable in recent months (e.g. restaurant meals and travel). For the U.S. economy as a whole, we have left our
forecast of 6.9% growth this year unchanged but have increased 2022 growth to 4.3% to reflect further government spending
on infrastructure and social programs. In our projections, U.S. real GDP will be back to its potential by the third quarter of this
year.

Early in 2021, as the two largest provinces in Canada decreed shutdowns of non-essential businesses, public-health
conditions seemed to augur little good for the Canadian economy in Q1. And all the other G7 countries except the U.S. did
have GDP declines during the quarter. In Canada, however, not only did the contraction that many had apprehended not
materialize, but the quarter ended with very solid real growth of 5.6% annualized, a showing that put the Canadian economy
in a leading position. In real terms its output came within 1.7% of its peak pre-pandemic quarter (Q4 2019) — second-best in
the G7. In nominal terms the Q1 growth was even more spectacular taking nominal GDP to a best-in-G7 3.0% above its pre-
recession peak. This month we are keeping our forecast of real growth in 2021 at 6.0%. After a pause in the recovery in Q2
due to public-health measures and to production backlogs in the auto industry due to microchip shortages, impressive
growth can be expected to continue as vaccination picked up speed allowing the reopening of services that entail physical
proximity. Our forecast for 2021 growth in nominal terms is now 12.6%, unseen in 40 years.
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World: Covid-19 down, economies up

The daily number of new cases of Covid-19 declared around the
world has been declining markedly over the last month. In the
developed economies, the drop can be attributed in large part
to an acceleration of vaccine rollouts encouraging an outlook of
fuller and more lasting reopening of economies. Elsewhere,
improvement in public health is due rather to reinforcement of
physical distancing rules, especially in India where in late April a
flare-up of cases forced the reintroduction of strict lockdowns in
some regions.

World: Pandemic in marked decline
Daily declared new cases of Covid-19 per million population, 7-day moving average
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Since access to vaccines is much more limited in emerging
countries, herd immunity is unlikely before 2022.

World: Vaccine less accessible in emerging countries
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Developing countries will accordingly remain at greater risk of
pandemic outbreaks in the coming months, a factor that could
mean higher volatility of growth rates. We nevertheless continue
to expect a solid rebound of the global economy in 2021 and are
maintaining our forecast of 6.0% growth for the year. In fact, our
confidence in a vigorous recovery has risen, since distribution of

vaccines has greatly reduced economic uncertainty and
downside risks for growth.

World: Vaccination reduces economic uncertainty
Global index of economic uncertainty
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Skies are likely to remain blue into 2022. The World Bank now
thinks the rebound of GDP from the pandemic recession will be
one of the strongest post-recession recoveries since the Second
World War. Like the World Bank, we expect the rich countries to
be the growth drivers in the short and medium term, likely to
match their pre-pandemic output by 2022.

World: Strong but uneven recovery

Deviation of real GDP from
pre-pandemic outlooks
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Household consumption is likely to continue setting the pace.
After months of restrictions, consumers in advanced economies
will be able to take advantage of the excess savings they
accumulated during the recession. Services, more affected by
physical distancing, are likely to benefit the most.
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World: Increased saving during the pandemic will stimulate demand
Increase of 2020 rate of household saving over 2000-2019 average
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For emerging countries our forecasts are more upbeat than those
of the World Bank. In our view, demand from the world's better-
off households will continue to support high commodity prices, to
the benefit of a number of exporting countries.

World: Commodity prices soar

Bloomberg index of commodity spot prices
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The benefits of revival of foreign demand will not be limited to
commodity-producing countries. On the contrary, all the
economies geared to foreign trade — notably China's — are likely
to benefit.

China: Growth stimulated by exports

Exports, cumulative from beginning of each year
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The resilience of exports already explains much of the rapid
rebound of industrial production in emerging economies.

Emerging economies: A convincing rebound of industrial production
Seasonally adjusted data
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Demand-driven growth in advanced economies combined with
supply-driven expansion in the emerging world bodes well for the
second half of the year. Already in May, the global
Markit/JPMorgan PMI reported the strongest private-sector
expansion in 15 years. Business conditions in manufacturing were
sustaining their improvement. Services, meanwhile, hit harder by
the pandemic, showed the strongest growth since April 2006.

World: Private-sector growth strongestin 15 years
J.P.Morgan/Markit global PMI, last observation May 2021
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Resurgence of demand in step with phased reopening has
brought headaches for many producers. Inability to meet the new
demand has lengthened their production backlogs at the fastest
pace in 17 years, resulting in longer delivery times and sharp rises
of output prices. Microchip scarcity has only increased the
pressure on supply chains.

At this writing, the inflationary pressures reported by surveys
come more from the goods-producing sector. That said, as
consumers in advanced economies become able to spend more
freely, pressures are also likely to emerge in the services sector,
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driving price rises more vigorous than those we were used to
before the pandemic. Global inflation is now surprising on the
upside and we see this trend continuing in the months ahead. We
note in particular a rapid increase in food prices — a big part of
the consumption basket, especially in emerging countries.

World: Higher inflation likely as lockdowns ease

Global CITI Inflation Surprise Index UN Food and Agriculture Organization
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The stage is accordingly set for a second half of the year marked
by strongly accelerating global growth and by inflation higher
than the average of recent years.

World Economic Outlook
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U.S.: An odour of overheating?

The latest U.S. economic indicators confirm what has been our
outlook for a few months now: a very strong revival stimulated by
highly accommodative monetary and fiscal policies.

We begin our survey with the labour market. Nonfarm payrolls
grew 559,000 in May, less than the expected 675,000 but more
than the month before, suggesting a slow but steady revival of

the labour market in step with reopening of the economy. The
sectors most affected by rules of physical distancing — notably
leisure/hospitality and education/ health — showed strong gains,
as did the private sector as a whole. Long-term unemployment
was down for a second straight month, suggesting that some
who lost their jobs at the beginning of the pandemic have now
rejoined the labour market.

U.S.: Long-term unemployed have begun to rejoin the labour market
Number of workers unemployed for more than 27 weeks
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The unemployment rate continued to fall, but that decline needs
to be interpreted cautiously because it is due in large part to a
substantial drop of the participation rate in recent months. If the
participation rate had been the same in May as before the
pandemic, the unemployment rate would have been closer to
8.3%.

U.S.: Unemployment rate makes the labour market look good
Official unemploymentrate vs. unemploymentrate with pre-recession participation rate
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So the labour market has a long way to go yet. Employment is still
7.6 million (5.0%) below its pre-recession level. Of the jobs still to
be recovered, about 6.8 million are in services, which should revive
in step with the progress of mass vaccination.
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U.S.: Still a long way to go

Nonfarm payroll employment, variations from pre-recession peaks
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On an encouraging note, the relatively weak hiring of the last two
months was not due to lack of demand. On the contrary, the
JOLTS survey reports a record number of U.S. job openings in
April. Potential employers seem to be having trouble finding
candidates. No fewer than 48% of small businesses surveyed by
the NFIB in May reported they had been unable to fill one or more
openings.
U.S.: Weakness in hiring is not due to lack of demand for workers

Job openings vs. % of small businesses reporting difficulty in filling one or more vacancies
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How is that possible when so many workers are still on the
sidelines? Residual fear of the virus and school closings, of course,
oblige some people to stay at home these days. Non-
transferability of skills could also be a factor. For the most part,
those who were not yet back to work after losing their job during
the pandemic had been working in the sectors hit hardest by
physical distancing rules. Their skills may not match those needed
in industries fully recovered from the recession, where demand for
labour is highest at the moment.

In our view, another factor limiting availability of labour is the
generosity of benefits from Washington. In sectors where pay is
low (and it is these sectors that are reopening at present),
government unemployment allowances have a dissuasive effect
on return to work, creating what are called "artificial" labour
shortages. These could persist until the additional Ul benefits are

gradually eliminated. This process is already under way in some
states and will continue into September in others. Meanwhile,
employers could be constrained to raise wages in order to attract
workers. This is already the case in some low-income sectors. The
quit rate, currently at an all-time high, suggests that this
phenomenon could spread.

U.S.: Wage increases at a time of labour scarcity

Median hourly wage, selected sectors Quit rate (% of employment)
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This potential rise of wages brings us to the second factor
attesting to the strength of the U.S. recovery: inflation. In May,
headline 12-month CPI inflation was 5.0%, the highest in 13 years.
For the CPI excluding food and energy the 12-month rise was
3.8%, the highest since June 1992. Part of the recent acceleration
is due to a strongly positive base effect: the CPI of the previous
May was depressed by the introduction of public-health
restrictions to limit the spread of Covid-19. But the base effect
does not explain all. For a better idea of the underlying price
movements, we must look at recent momentum. The monthly rise
of overall and core prices in May were stronger than expected
after very solid rises the month before. The marked rise of motor
vehicle prices was one factor in these sharp rises, though many
other categories also showed strong advances. The three-
month-annualized readings are still more impressive: headline
inflation 8.4%, core inflation 8.3%.

U.S.: Base effect doesn’t explain everything (1)

Annualized 3-month change in core CPI
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Will inflation revert back to 2% soon? We doubt it. In our view, a
number of factors will continue to drive up prices later this year
and early next year. The unprecedented growth of the money
supply comes to mind here, as does the weakening of the
greenback and Washington's more-than-generous assistance
spending.

U.S.: Base effect doesn’t explain everything (2)

M2 money supply vs. trade-weighted USD
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We doubt producers will be able to meet the extra demand
arising from these government programs. Factories were already
stretched in May by soaring prices for inputs and lengthening
times for their delivery from suppliers. So there is growing pressure
on capacity from major supply shortages. Though some of the
bottlenecks related to reopening could dissipate fairly quickly,
others could affect output over a longer period. Think of global
scarcity of microchips now hobbling the auto industry (among
others). Production in this sector is controlled by a handful of large
players who cannot adapt quickly to higher demand.

U.S.: Signs of overheating in manufacturing
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Up to now, the bulk of inflationary pressure has come in the
goods-producing sector, but inflation could also take off in
services if consumers decide, as we think they will, to spend more
on activities unavailable in recent months (e.g. restaurant meals

and travel). CPI data suggest that such a turnaround is already
under way.

U.S.: Will prices now be driven by the service sector?
12-month change in Consumer Price Index excluding food and energy
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A larger contribution from services should maintain inflation
above 4% for the remainder of the year and keep it above 2.5% in
the foreseeable future.

For the U.S. economy as a whole, we left our forecast of 6.9%
growth this year unchanged but have increased 2022 growth to
4.3% to reflect further government spending on infrastructure and
social programs. In our projections, U.S. real GDP will be back to
its potential by the third quarter of this year.

U.S.: GDP back to potential by Q3 2021
Real GDP with NBF forecastand potential GDP as estimated by CBO
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Canada: Enviable revival

Early in 2021, as the two largest provinces decreed shutdowns of
non-essential businesses, public-health conditions seemed to
augur little good for the Canadian economy in Q1. And all the
other G7 countries except the U.S. did have GDP declines during
the quarter. In Canada, however, not only did the contraction
that many had apprehended not materialize, but the quarter
ended with very solid real growth of 5.6% annualized, a showing
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that put the Canadian economy in a leading position. In reall
terms its output came within 1.7% of its peak pre-pandemic
quarter (Q4 2019) - second-best in the G7.

Canada: An enviablerecovery
Real and nominal GDP, % difference from pre-pandemic output (2019 Q4)
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In nominal terms the Q1 growth was even more spectacular —
18.4% annualized. This was because the GDP deflator rose the
most since 1982. A jump in resource prices contributed to this shift,
since terms of trade showed their second-best improvement on
record (+6.1%), taking nominal GDP to a best-in-G7 3.0% above
its pre-recession peak. Very good news for the financial health of
Canadian businesses and governments.

Canada: Best terms of trade in a decade
Before-tax profits and terms of trade
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But the resource sector was not the only factor in the quarterly
advance. Residential investment played a dominant part,
contributing 64% of real growth and 33% of nominal growth as
new construction, renovation and property-transfer costs all
jumped strongly. So much so that the share of residential
investment in GDP topped 10%, a record, twice the comparable
U.S. share.

Canada: Homebuilding accounting for an unsustainable share of GDP
Residential construction Investment as % of GDP
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The overheating of the housing market came partly because the
pool of potential buyers was spared job losses in the recession
(employment in high-paying sectors was at a record) and the
pandemic exacerbated a desire to own property. These
conditions, combined with highly accommodative monetary
policy, have driven home sales to a volume that has been raising
eyebrows and prices (see note). For one thing, 5-year
government bond rates remain much lower than before the
recession (80 basis points lower than the average of Q4 2019), the
central bank is pursuing its quantitative easing, and its
prospective guidance indicates no policy-rate hike before the
second half of 2022. But in addition, mortgage borrowers are
enjoying highly advantageous credit spreads, reflecting a
substantial abatement of stress among lenders (and among their
creditors in turn). After the financial crisis of 2008-09, it took until
2017 for credit spreads to narrow to their pre-crisis level. This time
around they have done so in one year and in the current quarter
have shrunk to the narrowest in more than two decades.

Canada: Mortgage credit spreads at a two-decade low
Mortgage credit spread (5-year mortgage rate - 5-year government bond rate)
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In other words, transmission of monetary policy is not an issue in
this recovery and low mortgage rates are contributing to the
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overheating of the housing sector. But its Q1 pace seems
unsustainable and a return to normal could cool economic
growth in the coming quarters. Though its sale volume remains
exceptional, it has been showing signs of moderation in the
second quarter, with starts and home sales subsiding. The good
news is that another part of the economy is ready to pick up the
baton. Consumption of services, accounting for 30% of GDP, has
remained abnormally low because of public-health measures,
but that could change quickly,

Canada: Unusually low consumption of services
Real consumption
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The more so in that consumers are in good financial shape to
spend strongly in coming quarters. Their disposable income rose
in Q1 at an annual rate of 9.5% while consumption rose at only
4.4%. So their rate of saving rose again, topping 10% for the fourth
quarter in a row. The rise in the rate of saving meant that in the
last five quarters households accumulated excess savings
amounting to no less than 9.5% of GDP.

Canada: Extraordinary support of household incomes
Earnings, disposable income and rate of saving
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As the pandemic slows and public-health restrictions ease, the
time is ripe for deployment of these savings. The rollout of
vaccination began slowly but then picked up speed. At the

beginning of April, Canada was more than 15 percentage points
behind the U.S. in share of population vaccinated, but the gap
closed quickly as Canadians showed much greater desire to get
shots in their arms. The proportion of Canadians vaccinated at
least once is now one of the highest in the world.

Canada: Up to the head of the pack
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This month we are keeping our forecast of real growth in 2021 at
6.0%. After a pause in the recovery due to public-health measures
and to production backlogs in the auto industry due to microchip
shortages, impressive growth can be expected to continue with
the reopening of services that entail physical proximity. Canadian
mobility index for shops and recreation have resumed its uptrend
after a soft patch early in the current quarter and now stands at
its highest level since Q3 2020. Our forecast for 2021 growth in
nominal terms is now 12.6%, unseen in 40 years.

Canada and U.S.: Return-to-normal index
Google mobility data for shops and recreation, 7-day moving average
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United States
Economic Forecast
Q4/Q4

(Annual % change)* 2018 2019 2020 2021 2022 2020 2021 2022
Gross domestic product (2012 $) 3.0 2.2 (3.5) 6.9 43 (2.4) 75 2.6
Consumption 27 24 (3.9) 8.7 5.0 (2.7) 9.6 3.0
Residential construction (0.6) (1.7) 6.1 14.3 (0.9) 14.3 5.6 (3.8)
Business investment 6.9 29 (4.0) 8.3 2.7 (1.4) 7.2 1.2
Government expenditures 1.8 2.3 1.1 1.5 1.4 (0.5) 2.7 2.0
Exports 3.0 (0.1) (12.9) 5.0 6.0 (10.9) 5.0 45
Imports 4.1 1.1 (9.3) 11.6 2.8 (0.6) 49 14
Change in inventories (bil. $) 53.4 48.5 (77.4) (60.2) (38.7) 62.1 (18.7) 45
Domestic demand 3.0 2.3 (2.7) 7.6 3.8 (1.5) 7.9 2.3
Real disposable income 3.6 22 6.0 3.9 (2.1) 3.9 1.7 20
Payroll employment 1.6 1.3 (5.7) 25 3.4 -6.0 3.9 2.5
Unemployment rate 3.9 3.7 8.1 5.6 4.2 6.8 4.8 3.9
Inflation 24 1.8 1.3 3.8 29 1.2 44 2.6
Before-tax profits 6.1 0.3 (5.8) 14.3 7.0 -0.7 94 5.0
Current account (bil. $ (449.7) (480.2) (647.2) (720.2) (701.4)

*or as noted

Financial Forecast**

Current
6/11/21 Q22021 Q32021 Q42021 Q12022 2020 2021 2022
Fed Fund Target Rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
3 month Treasury bills 0.03 0.05 0.05 0.05 0.10 0.09 0.05 0.15
Treasury yield curve
2-Year 0.16 0.15 0.20 0.25 0.35 0.13 0.25 0.90
5-Year 0.76 0.80 0.95 1.15 1.30 0.36 1.15 1.70
10-Year 1.47 1.50 1.65 1.85 1.95 0.93 1.85 2.20
30-Year 215 2.20 2.30 2.40 2.50 1.65 2.40 2.65
Exchange rates
U.S.$/Euro 1.21 1.21 1.23 1.24 1.22 1.22 1.24 1.21
YEN/U.S.$ 110 110 109 108 107 103 108 104

** end of period

Quarterly pattern

Q12020 Q22020 Q32020 Q42020 Q12021 Q22021 Q32021 Q4 2021

actual actual actual forecast forecast forecast forecast forecast
Real GDP growth (g/q % chg. saar) (5.0) (31.4) 33.4 4.3 6.4 10.6 8.0 52
CPI (yly % chg.) 2.1 04 1.3 1.2 1.9 4.6 4.3 4.4
CPIl ex. food and energy (y/y % chg.) 2.2 1.3 1.7 1.6 1.4 3.5 3.3 3.5
Unemployment rate (%) 3.8 13.1 8.8 6.8 6.2 5.9 54 4.8

National Bank Financial
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Canada
Economic Forecast
Q4/Q4

(Annual % change)* 2018 2019 2020 2021 2022 2020 2021 2022
Gross domestic product (2012 $) 24 1.9 (5.3) 6.0 4.0 (3.1) 5.2 2.9
Consumption 25 1.6 (6.0) 5.0 6.2 (4.4) 5.3 5.1
Residential construction (1.7) (0.2) 41 17.9 (5.1) 14.5 27 (4.3)
Business investment 3.1 1.1 (13.6) 0.1 5.7 (13.9) 4.8 4.8
Government expenditures 3.2 1.7 04 4.8 1.7 2.4 29 1.5
Exports 3.7 1.3 (10.0) 5.9 5.0 (7.4) 5.2 47
Imports 34 04 (11.2) 7.9 5.3 (5.9) 438 5.1
Change in inventories (millions $) 15,486 18,766 (15,937) 4,134 13,617 (287) 16,000 13,160
Domestic demand 25 14 (4.3) 5.6 3.7 (2.0) 43 31
Real disposable income 1.5 2.2 9.5 (0.0) (0.6) 7.4 (0.5) 1.1
Employment 1.6 2.2 (5.1) 4.4 2.8 (2.9) 3.2 2.0
Unemployment rate 5.9 5.7 9.6 7.7 6.3 8.8 6.6 6.1
Inflation 2.3 1.9 0.7 27 25 0.8 3.1 2.3
Before-tax profits 3.8 0.6 (4.0) 334 2.2 9.4 16.8 4.0

Current account (bil. $ (52.2) (47.4) (40.1) 5.0 (38.0)

* or as noted

Financial Forecast**

Current

6/11/21 Q22021 Q32021 Q42021 Q12022 2020 2021 2022
Overnight rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.75
3 month T-Bills 0.11 0.10 0.15 0.15 0.20 0.07 0.15 0.70

Treasury yield curve
2-Year 0.32 0.30 0.35 0.45 0.65 0.20 0.45 1.20
5-Year 0.83 0.85 1.00 1.20 1.35 0.39 1.20 1.80
10-Year 1.37 1.40 1.55 1.75 1.90 0.68 1.75 2.20
30-Year 1.93 1.95 2.05 215 2.25 1.21 2.15 245
CAD per USD 1.21 1.19 1.17 1.20 1.21 1.27 1.20 1.23
Oil price (WTI), U.S.$ 71 66 72 75 70 48 75 65

** end of period
Quarterly pattern

Q12020 Q22020 Q32020 Q42020 Q172021 Q22021 Q32021 Q4 2021

actual actual actual forecast forecast forecast forecast forecast
Real GDP growth (g/q % chg. saar) (7.9) (38.0) 41.7 9.3 5.6 1.2 74 6.6
CPlI (yly % chg.) 1.8 0.0 0.3 0.8 14 3.2 3.2 3.1
CPl ex. food and energy (y/y % chg.) 1.8 1.0 0.6 1.1 1.0 2.0 2.3 2.2
Unemployment rate (%) 6.4 13.1 10.1 8.8 8.4 8.2 74 6.6

National Bank Financial
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Provincial economic forecast

| 2018] 2019 2020f] 2021f 2022f] | 2018] 2019] 2020f 2021f 2022

Real GDP (% growth) Nominal GDP (% growth)

Newfoundland & Labrador -3.5 4.0 -5.3 3.9 2.6 0.8 4.1 -8.3 16.3 3.3
Prince Edward Island 2.5 51 -3.0 4.5 4.0 3.6 7.0 -1.0 8.1 5.0
Nova Scotia 1.9 2.4 -3.2 5.0 3.3 3.6 3.8 -1.9 8.0 4.6
New Brunswick 0.5 1.2 -3.7 4.6 3.0 3.6 3.0 -1.9 9.7 4.5
Quebec 2.9 2.7 -5.3 6.5 4.2 5.4 4.3 -4.0 11.9 5.2
Ontario 2.8 2.1 -5.8 6.1 4.2 4.1 3.8 -4.8 10.0 5.1
Manitoba 1.5 0.6 -4.8 5.1 3.5 2.5 1.0 -4.0 11.0 4.9
Saskatchewan 1.2 -0.7 -5.2 5.4 3.5 3.2 0.1 -9.2 17.3 3.7
Alberta 1.9 0.1 -8.2 6.4 4.0 3.4 271 -11.6 21.5 5.2
British Columbia 2.7 2.7 -3.8 6.1 4.2 49 4.4 -2.3 11.8 5.4
Canada 2.4 1.9 -5.3 6.0 4.0 4.2 3.6 -4.6 12.6 5.0
Unemployment rate (%)
Newfoundland & Labrador 0.5 1.3 -5.9 3.5 0.4 14.1 12.3 14.2 13.5 12.9
Prince Edward Island 4.2 34 -3.2 4.0 2.2 9.4 8.6 10.6 8.2 7.9
Nova Scotia 1.9 2.3 -4.7 54 1.6 7.7 7.3 9.8 7.9 7.4
New Brunswick 0.6 0.7 -2.6 3.0 1.2 8.0 8.2 10.1 8.7 8.5
Quebec 1.5 2.0 -4.8 4.4 3.0 5.5 5.2 8.9 6.5 5.6
Ontario 1.7 2.8 -4.7 4.3 3.0 5.7 5.6 9.6 8.0 6.4
Manitoba 11 1.0 -3.7 3.2 2.0 6.0 5.4 8.0 6.9 5.8
Saskatchewan 0.6 1.7 -4.6 3.0 2.3 6.2 5.5 8.4 6.6 6.2
Alberta 1.9 0.6 -6.5 4.6 33 6.7 7.0 11.5 9.3 7.7
British Columbia 1.4 2.9 -6.5 5.4 2.9 4.8 4.7 9.0 6.9 5.6
Canada 1.6 2.2 -5.1 4.4 2.8 5.9 5.7 9.6 7.7 6.3
Consumer Price Index (% growth)
Newfoundland & Labrador 1.1 0.9 0.8 13 0.8 1.7 1.0 0.2 2.9 2.7
Prince Edward Island 1.1 1.5 1.2 1.1 1.0 2.3 1.2 0.0 2.4 2.5
Nova Scotia 4.8 4.7 4.9 5.0 4.2 2.2 1.6 0.3 2.6 2.5
New Brunswick 2.3 2.9 3.5 3.0 2.8 2.2 1.7 0.2 2.4 24
Quebec 46.9 48.0 54.1 70.0 56.0 1.7 2.1 0.8 2.8 2.5
Ontario 78.7 69.0 81.3 92.0 80.0 2.4 1.9 0.6 2.8 2.5
Manitoba 7.4 6.9 7.3 7.3 6.3 2.5 2.3 0.5 2.5 2.6
Saskatchewan 3.6 24 3.1 4.5 3.6 2.3 1.7 0.6 2.5 2.4
Alberta 26.1 27.3 24.0 28.0 27.0 2.5 1.7 1.1 2.5 2.4
British Columbia 40.9 44.9 37.7 40.0 36.6 2.7 2.3 0.8 2.7 2.6
Canada 212.8| 208.7 217.8] 252.2| 218.3 2.3 1.9 0.7 2.7 2.5
e: estimate f: forecast

Historical data from Statistics Canada and CMHC, National Bank of Canada's forecast.
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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 as may be permitted by applicable law. This Report is not directed at you if NBF or any aoffiliate
distributing this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself
before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.
Canadian Residents

NBF or its aoffiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market
conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its offiliates may also be
contrary to any opinions expressed in this Report.

NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well
NBF and its affiliates and/or their officers, 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 aoffiliates.

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.
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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 aninvestment 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 NBCFI 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 may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional
and financial and other interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which
are managed by NBCFMA or its aoffiliates that may purchase or sell such securities and instruments.

No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the
SFC. Accordingly, such entities and their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (ii)
hold themselves out as carrying on a business in any regulated activity in Hong Kong; or (i) actively market their services to the Hong Kong public.
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