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KEY POINTS:

e What the ECB giveth, tech earnings taketh?

e Lagarde: ALL options on the table in December...

e ..while existing purchase limits will be tailored to current needs
e US tech earnings beats offset by guidance, details

e US GDP lands on the screws

e US jobless claims register slower progress

e ECB SPF will provide private guidance to ECB forecasts
e GDP on tap: Eurozone, Canada, Mexico, HK

e  Will Eurozone CPI follow Germany and Spain lower?

e US consumption should be strong in September...

e ..with incomes getting a boost...

...and core PCE expected to be soft

BanRep expected to hold

TODAY’S NORTH AMERICAN MARKETS

What the ECB giveth, US tech taketh away? We’ll have to see into the overnight
market session and through tomorrow, but after ECB President Lagarde made it
clear that multi-faceted easing will arrive at the December meeting this morning,
US tech earnings in the after-market sapped some of the enthusiasm.

e  Stocks closed mixed on the day with the S&P up by 1.2% and Toronto up
2%, while the FTSE100 and CAC40 were flat, the Dax was up by about
Y% and Spain fell 1%.

e The US Treasury curve bear steepened with 10s up 6bps and 2s flat. Italian

and peripheral debt tightened over bunds in 10s by about 3—6bps post-ECB.

e The USD appreciated against almost all crosses and especially the euro
and euro-related (Scandies, CHF) after the ECB announcements.

o Qil fell by over 3%. Gold was little changed following yesterday’s drop.

The ECB statement (here) and President Lagarde’s press conference made
it clear that the central bank will be expanding stimulus at the December
10™ meeting. The statement noted that “Governing Council will recalibrate its
instruments” which is ECB code language for doing more but not just now as it
left all stimulus programs unchanged. Lagarde did note that the current
implementation of the asset purchase programs would be adjusted to
current market conditions which suggests they may expedite purchases to
influence market risk appetite as markets spend the next one and a half months
debating exactly what the ECB may do next. Lagarde’s press conference noted
that Governing Council is in unanimous agreement that more needs to be done
at the next meeting and that this will involve looking at ALL instruments.
That’s a hint that everything is on the table including an expansion of pre-
existing asset purchase programs, an expansion of the crisis Pandemic
Emergency Purchase Program, and a possible rate cut somewhere along the
way. Lagarde dismissed questioning on the ECB’s tolerance to alter its inflation
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goals including allowance of overshooting by stating “You’re a bit early, if | may say” in Chart 3

relation to the ongoing strategy review. Change in US Initial Jobless Claims

Between Non-Farm Reference Weeks
On tech earnings, it's never enough apparently. A round of strong Q3 tech earnings .
-50  m/m % change, inverse

beats nevertheless failed to impress trading in the after-market in several cases due ,
to guidance and momentum concerns. Twitter smashed expectations (EPS US$0.19,
consensus US$0.05) but registered only one million new users in Q3 after adding 20
million in Q2 which slammed the stock in the after-market. Facebook beat expectations
(EPS US$2.71 versus US$1.91) but there were question marks surrounding high
spending. Amazon beat (US$12.37 versus US$7.55) but operating income was viewed as
soft. Apple beat expectations (US$0.73 versus US$0.70) but iphone revenues were down
and so were sales to China while no Q4 guidance was offered so the stock also got hit in
the after-market.

US macro releases were of little consequence to markets. US GDP growth was May Jun  Jul Aug Sept Oct
pretty much on the screws at +33.1% qg/q SAAR (32% consensus) with consumption up ?‘gttﬁoifgecmffn‘{?k defined as containing the
40.7%. Trump was quick to point to the record rate of expansion but of course neglected to  Sources: Scotiabank Economics, US BLS.
remind us of the record Q2 contraction of -31% (chart 1). A six percentage point

contribution from inventories may have dented to quality, but it followed several quarters of inventory depletion. Chart 2 shows

weighted contributions to Q3 GDP growth by source.

Weekly claims fell again to 751k from 791k the prior week. As chart 3 shows, however, the pace of change between nonfarm
reference weeks has been sharply diminishing which may point to a softer nonfarm payrolls report next Friday.

OVERNIGHT MARKETS
Overnight releases through tomorrow are unlikely to be a major influence on markets.

Overnight releases will include private sector forecast guidance to the ECB’s forecasting exercises while a series of GDP figures
may inform hand-off math into Q4. The only CB is BanRep that is expected to hold.

1. The ECB’s Survey of Professional Forecasters (5amET) will serve as freshened input into ECB forecasting exercises. It
should provide a consensus ballpark set of expectations for where the ECB forecasts are likely to go in December.

2. Eurozone CPI will likely only reinforce ECB pricing. After Spain and Germany averaged out lower this morning, the new
information will be whether France & Italy follow suit. France will release its CPI figures at 3:45amET. Inflation is expected to
remain near zero in both m/m and y/y terms as food and accommodation prices soften under a rising case count. Italian CPI is
scheduled to be released alongside the full Eurozone CPI flash estimate at 6am ET. While transitory factors like subdued oil prices
and German VAT reductions have driven most of the disinflationary pressure across the Eurozone, the tourism industry is heading
into the low season and COVID restrictions are returning. The result could be prolonged price disinflation well beyond the seasonal
price decline seen in the travel industries.

3. Each of the Eurozone (6amET), France (2:30amET), Germany (5amET), Italy (5amET), Spain (4:00amET) and Hong Kong
(4:30amET) release Q3 GDP estimates and all are expected to post strong rebounds. Also watch for how Q3 ended and
handed off to Q4 for European consumers when German retail sales (3amET) and French consumer spending (2:30amET) land;
both are expected to contract after strong prior gains which will be a weak hand-off for Q4 growth.

TOMORROW’S NORTH AMERICAN MARKETS

In addition to spillover from US tech earnings, a dominant market consideration into tomorrow is likely to be how PMs
want to position their books going into the weekend ahead of the uncertain US election and with omnipresent covid-19
tape bombs. If you trust polls, then you trust what people admit to the pollsters, how the parties will mobilize voters on election
day, and how it all translates through America’s funny handshake Electoral College which at this point is based on statistical
models. Gosh, what could go wrong...
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North American data risk is likely to be low.

Canada updates monthly GDP figures (8:30amET). The value here is the hand-off effect in terms of what is baked into Q4
growth. That's because we get the preliminary headline September number to go along with August GDP with details. StatsCan
has already provided advance guidance for a 1.0% m/m rise in August. | think September will continue positive momentum on the
basis of the indicators we know so far which may assuage some Q4 concerns.

US consumer spending, incomes and inflation during September are due out at 8:30amET. A strong rise in consumption
should follow the already known 1.9% m/m gain in retail sales including a 1.4% rise in the ‘control group’ that serves as input to
consumption figures. We know from today’s GDP release that Q3 core PCE rose by 3.5% q/q, missing expectations for a 4% rise.
This also implies that September core PCE should register a 0.25% m/m decline, barring revisions to other months in the quarter.
This is substantially lower than the 0.2% m/m consensus expectation and diverges from core CPI's 0.2% m/m growth in
September. | suspect revisions will be a factor. We also expect personal income growth to rise modestly as government
unemployment benefits expired the month prior.

BanRep is expected to hold its Overnight Rate Target at 1.75% tomorrow afternoon (2pmET). Inflation surprised higher in
September, rising to 2% y/y—the bottom of BanRep’s target inflation range. Bank communications have suggested that it will
make all future decisions gradually in a wait-and-see approach. In addition, we expect officials to highlight the limited room left in
the policy rate and their commitment to monetary stimulus for as long as appropriate.

Mexican Q3 GDP is expected to strongly rebound following five consecutive quarterly contractions.
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Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I1-WK | Last 1-day I-WK | [ast 1-day I-wKk | last 1-day IT-wk
u.s. 015 015 015 | 037 033 038 | 082 077 086 | 160 156 1.68 [Canada-BoC 0.25
CANADA 025 024 024 | 039 036 040 063 059 066 | 122 118 1.26
GERMANY -0.81 -0.79 -077 | -0.83 -0.81 -0.77| -064 -0.63 -0.57| -0.22 -0.22 -0.15 |US -Fed 0.25
JAPAN -0.12 -012 -0.13] -0.10 -0.10 -0.10 ] 0.03 0.03 0.04 | 063 0.63 0.63
U.K. -0.06 -0.06 -0.03] -0.07 -0.07 -0.03] 022 0.21 028 | 0.77 0.75 0.85 |England - BoE 0.10
Spreads vs. U.S. (bps):
CANADA 11 9 8 2 3 2 -19 -1 -20 -39 -38 -42 |Euro zone - ECB 0.00
GERMANY -96 -94 -92 -120 -114 -115 -146 -140 -142 -183 =177 -182
JAPAN -27 -27 -28 -47 -43 -47 -79 -75 -82 -97 -92 -105 |Japan - BoJ -0.10
U.K. -20 -21 -18 -44 -40 -40 -60 -56 -57 -83 -80 -82
m Level % change: Mexico - Banxico 4.25
Last Change 1 Day 1-wk 1-mo A-yr
S&P/TSX 15671 84.1 0.5 -3.7 -3.3 -4.6 Australia - RBA 0.25
Dow 30 26659 139.2 0.5 -6.0 -2.9 -1.5
S&P 500 3310 39.1 1.2 -4.2 -0.8 9.0 New Zealand - RBNZ 0.25
Nasdaq 11186 180.7 1.6 -2.8 0.9 35.1
DAX 11598 37.6 0.3 -7.5 -9.6 -10.4 Next Meeting Date
FTSE 5582 -1.1 -0.0 -3.5 -5.4 -23.6
Nikkei 23332 -86.6 -0.4 -0.6 0.6 2.1 Canada - BoC Dec 09, 2020
Hang Seng 24587 -122.2 -0.5 -0.7 4.8 -7.8
CAC 4570 -1.4 -0.0 -5.8 -4.9 -20.7 US - Fed Nov 05, 2020
Level % change:
WTI Crude 36.17 -1.22 -3.3 -11.0 -7.9 -34.9 England - BoE Nov 05, 2020
Natural Gas 3.30 0.01 0.3 9.8 28.9 271
Gold 1868.71 1.12 0.1 -1.8 -0.9 24.9 Euro zone - ECB Oct 29, 2020
Silver 23.93 -0.51 -2.1 -4.4 45 325
CRB Index 144.81 -1.85 -1.3 -4.6 -1.3 -18.8 Japan - BoJ Dec 18, 2020
Level % change:
USDCAD 1.3323 -0.0002 -0.0 1.5 0.0 1.2 Mexico - Banxico Nov 12, 2020
EURUSD 1.1673 -0.0001 -0.0 -1.6 -0.4 4.7
USDJPY 104.62 0.0100 0.0 -0.1 -0.8 -3.9 Australia - RBA Nov 02, 2020
AUDUSD 0.7027 -0.0002 -0.0 -1.6 -1.9 1.8
GBPUSD 1.2925 -0.0005 -0.0 -0.9 0.0 0.2 New Zealand - RBNZ Nov 10, 2020
USDCHF 0.9158 0.0006 0.1 1.3 -0.6 74
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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, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institucién de Banca Muiltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., 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 authorised 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 authorised 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., and Scotia 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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