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ON DECK FOR THURSDAY, NOVEMBER 19

Country Date Time Indicator Period BNS Consensus Latest
us 11/19 08:30 Initial Jobless Claims Nov 14 700 700 742
us 11/19 08:30 Continuing Claims Nov7 6450 6400 6372
us 11/19 08:30 Philadelphia Fed Index Nov - 23.0 26.3
CA 11/19 08:30 ADP Payroll Data -79,500
us 11/19 10:00 Existing Home Sales (mn a.r.) Oct 6.5 6.5 6.9
us 11/19 10:00 Existing Home Sales (m/m) Oct -0.6 -1.1 4.3
us 11/19 10:00 Leading Indicators (m/m) Oct - 0.7 0.7
us 11/19 11:00 Kansas City Fed Manufacturing ~ Nov - 11 11

KEY POINTS:

e  Mild risk-off driven by covid-19

e Ontario expected to tighten restrictions, schools on watch
e IMF confirms what everyone else is focused upon

e US home resales hit highest since 2005

e Mixed signals from US jobless claims

e US Philly Fed points to ISM downside

e Turkey’s lira rallies on rate hike

e Asian central banks surprise with cuts

e Markets ignore Canada’s ADP jobs

INTERNATIONAL

A mild risk-off tone is continuing today. The main catalyst remains concern over
rising covid-19 cases and restrictions. The Canadian province of Ontario is
expected to announce further measures shortly. Brexit negotiations were
impacted by a positive covid-19 test result “for a short period” but negotiations
are to continue in person where feasible and on-line. US macro reports were
somewhat mixed this morning, but of little consequence overall. The IMF kind of
stated the obvious this morning by noting near-term downside risks against
longer-term upsides from vaccines (here). Overnight regional developments
carried little overall influence on global markets including a much stronger than
expected Australian jobs report, a pair of rate cuts by Asian central banks while
Turkey’s hiked as expected and South Africa’s central bank took a pass.
Canadian markets ignored a less watched jobs report.

e  Global stocks are mixed. The S&P500 is flat with the Nasdaq up 2% and
the DJIA down by %%. Toronto is a touch lower. Europe is selling off a bit
more aggressively because it is also catching up to the late yesterday selloff
in North America and because of the Brexit headlines.

e  Sovereign bond curves are bull flattening with 10s down by 1—2bps across
major markets.

o OQilis off by about 2% with gold performing similarly.

e The USD is little changed as most major crosses depreciate a touch except
for a gain in the Mexican peso.
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The A% completely ignored a strong jobs beat overnight that was about more than just lifting restrictions. 178,800 jobs
were regained in October (consensus -27k) with a slight tilt toward full-time employment (+97k). About 80.5k of the headline rise
came out of Victoria where restrictions were eased including around Melbourne. The other 98k, however, was spread out across
the states and that indicates greater breadth than just a reopening effect would have suggested.

Sterling largely shook off a move by the EU’s chief Brexit negotiator Michel Barnier to cancel briefings to EU members
next Tuesday. Some took it as a sign that this emphasizes progress in negotiations toward a framework by early next week, but
that’s not entirely clear. Talks are continuing “intensively” which again would involve a fair degree of literary licence to translate into
actual progress given umpteen failures to date. It’s also possible that the subsequent announcement that talks have been
somewhat disrupted by a positive covid-19 test may be pushing out timelines for a deal targeted by early next week.

A pair of Asian central banks surprised by cutting their policy rates overnight. Bank Indonesia cut 25bps to bring the 7-day
reverse repo rate down to 3.75%. Bangko Sentral ng Pilipinas also cut 25bps to lower the overnight borrowing rate to 2%. Each of
the rupiah and peso fell overnight, but the effects of the cuts are mixed in with broad dollar strength.

Turkey’s central bank met consensus expectations for a 475bps hike in the one-week repo rate to 15% but that still resulted
in the lira popping higher partly on guidance to settle in with higher rates until inflation declines.

The South African Reserve Bank held its policy rate at 3.5% as expected this morning.
UNITED STATES
US macro reports were on the weak side of expectations this morning.

Initial jobless claims increased from 711k to 742k last week. While it's impossible to prove, this may be an election effect as
temporary employment to support the election came to an end. Initial claims increased after each of the 2016, 2012 and 2008
elections for example. Continuing claims were more encouraging as they fell by 429k the week before to 6.37 million. Continuing
claims continue to decline to the lowest since the week of March 20".

The Philly Fed business outlook measure fell to 26.3 (32.3 prior) in November. That follows the earlier decline in the Empire
gauge and this morning’s other decline in the KC gauge. Next Tuesday’s Richmond gauge will further inform ISM-manufacturing
expectations, but at the moment, it's looking like the next ISM on December 1% is poised to decline.

US home resales unexpectedly climbed by 4.3% m/m in October on top of mild upward revisions. That takes the annualized
pace of home sales to the highest since November 2005.

CANADA

Ontario is expected to announce further restrictions this afternoon. Premier Ford will hold a press conference at 1pmET
along with his Minister of Labour and the province’s Chief Medical Officer. He warned yesterday that tightened measures were on
the way “in the coming days” which appears to have been more of a singular than plural reference. As charts 1-3 demonstrate,
Canada’s and Ontario’s cases are smashing what occurred during wave 1. Ford remarked yesterday that “Right now, we're staring
down the barrel of another lockdown in these regions.” ‘These’ being the most populous areas around Toronto.

Keep a particular eye on schools. Ford also said the following yesterday:

“Do not have birthday parties. Do not have sleepovers, having kids friends over, it's dangerous and it has to stop. We are
looking at lockdown if this continues in Peel, Toronto and York. | keep saying it.”

Advising against kids interacting outside of school may appear to be consistent with shutting schools. Ontario registered 91 new
cases in schools today including 75 students and 16 staff. 14% of schools have a case and the number of cases is on the rise
(here). Note the tragic covid-related passing of a youth worker with pre-existing conditions in one of Toronto’s schools yesterday.
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ADP payrolls fell by 79.5k in October. The prior month’s initially reported drop of Chart4 ADP Canada's Nonfarm Payroll

240.8k was revised to a drop of 565.4k, or 2.3 times higher. Once again, there was no Revisions Through the Pandemic
explanation for the massive revision, but at least it wasn’t in the millions this time.... 1.5 m/m change, mn
ADP’s payroll declines conflict with the reported 50.7k rise in payrolls during October 1.0 ¢

in StatsCan’s Labour Force Survey and the prior month’s 403.4k rise. StatsCan’s 05 |
companion payroll survey for September won’t be out until November 26" Ina
nutshell, the country really only has one labour market report and that’s the household
survey (LFS) that has a massive +/- 58k 95% confidence interval while StatsCan’s
payroll survey is too untimely to matter and ADP is wonky. StatsCan’s LFS has
suffered from a material decline in the response rate to around 70% this year 15 t
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compared to pre-pandemic response rates in the upper 80s. Overall, I'd say it's a fine 20 | m|nitial Release
state of affairs, but the takeaway is to treat all of these reports with great caution. s | .
-2. HRevision the
30 Following Month
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Sources: Scotiabank Economics, ADP.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day 1-WK [ [ast 1.day I-Wk | Last I1-day I-wk | Last 1-day I-wK
u.s. 017 018 018 | 039 040 039 | 08 087 088 | 158 160 1.64 |Canada-BoC 0.25
CANADA 027 027 026 | 043 044 045 ] 069 070 072 | 123 125 127
GERMANY -0.73 -073 -072] -0.75 -0.74 -0.73| -057 -055 -0.54] -0.17 -0.15 -0.11 |US -Fed 0.25
JAPAN -0.13 -013 -0.13] -0.11 -0.12 -0.10 | 002 0.02 0.03 | 0.64 0.63 0.65
U.K. -0.03 -0.03 -0.04 | 0.01 0.02 0.02 | 032 034 035 | 092 0.93 0.93 |England - BoE 0.10
Spreads vs. U.S. (bps):
CANADA 10 9 8 5 4 6 -17 - -16 -35 -36 -37 |Euro zone - ECB 0.00
GERMANY -90 -90 -90 113 -113 112 | 142 142 142 | 175 -175 175
JAPAN -30 -31 -31 -50 -51 -49 -84 -85 -85 -94 -97 -99 |Japan - BoJ -0.10
U.K. -20 -20 -21 -38 -38 -38 -53 -53 -53 -66 -67 -71
m Level % change: Mexico - Banxico 4.25
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 16873 -16.3 -0.1 1.8 3.7 -0.8 Australia - RBA 0.10
Dow 30 29280 -158.9 -0.5 0.7 3.8 4.8
S&P 500 3566 -1.9 -0.1 0.8 4.1 14.3 New Zealand - RBNZ 0.25
Nasdaq 11859 57.1 0.5 1.3 3.3 384
DAX 13109 -93.3 -0.7 0.4 2.0 -0.9 Next Meeting Date
FTSE 6338 -47.0 -0.7 -0.0 7.7 -13.5
Nikkei 25634 -93.8 -0.4 0.4 8.3 10.1 Canada - BoC Dec 09, 2020
Hang Seng 26357 -187.3 -0.7 0.7 7.4 -2.7
CAC 5479 -32.6 -0.6 2.2 10.8 -7.3 US - Fed Dec 16, 2020
Commodities Level % change:
WTI Crude 41.50 -0.32 -0.8 0.9 1.6 -24.8 England - BoE Dec 17, 2020
Natural Gas 2.59 -0.12 -4.4 -12.8 -7.2 3.3
Gold 1860.19 -12.04 -0.6 -0.9 -2.3 26.3 Euro zone - ECB Dec 10, 2020
Silver 24.32 -0.32 -1.3 0.4 -0.2 448
CRB Index 154.88 -0.84 -0.5 1.2 2.2 -12.6 Japan - BoJ Dec 18, 2020
Currencies Level % change:
USDCAD 1.3085 0.0004 0.0 -0.4 -0.8 -1.4 Mexico - Banxico Dec 17, 2020
EURUSD 1.1841 -0.0012 -0.1 0.3 0.6 6.9
USDJPY 103.87 0.0500 0.0 -1.2 -1.5 -4.3 Australia - RBA Nov 30, 2020
AUDUSD 0.7267 -0.0038 -0.5 0.5 27 6.4
GBPUSD 1.3227 -0.0046 -0.3 0.8 22 2.3 New Zealand - RBNZ Feb 23, 2021
USDCHF 0.9119 0.0004 0.0 -0.3 0.2 -7.9
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever
for any direct or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading
Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics
and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other
transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or
be in the process of acquiring or disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including; Scotiabank Europe
plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Instituciéon de Banca Multiple, Grupo Financiero Scotiabank
Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. — all
members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with
limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is
authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation
Authority are available from us on request. Scotiabank Europe plc is authorized by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados,
S.A. de C.V,, are each authorized and regulated by the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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