Clouds Part, But Challenges Remain y
Dr. Sherry Cooper
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Global Outlook Improves

?;.; g~ Europerecovering
= \ China soft landing
US and Canada strongest in G7

Canadian economy facing headwinds
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Global Growth Edges Upward
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forecast = BMO Capital Markets forecasts
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Stronger US is key
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Canadian Economy to Underperform US

% chng:
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Real GDP Canada 17 18 23 2.5
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As Canada Closer to Full Employment

(percent)

Output Gap Employment/Population Ratio

Canada
Canada
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US Growth Moves to 3% Range

United States (% chng)

Real GDP Housing recovery
Energy production

Quarter/

Record stocks
Consumer spending
Monetary ease

12 13 14 15
28 19 29 3.0

Long-term jobless still a drag
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US Budget Deficit: Record Improvement

Budget Balance - United States
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Budget resolution, debt ceiling
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Kickstarting the Housing-Jobs Cycle

Homes — United States

Sales and Inventories Months’ Supply
(mlns) (ratio)
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Housing recovery
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Jobless Rates Fall

Unemployment Rate (percent)

10.0%

33-year Low
5.9%

Canada-US crossover
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Jobs Hard to Get

United States

Unemployment Rate ' Labour Force

(%) Participation Rate of Men
(%)

13.1%

69.1%

Many still unemployed
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Average Duration
of Unemployment

(weeks)

37.1 weeks



Canadian Growth Modest

Canada (% chng)

Real GDP Slowing
Housing
Quarter/ :
Quarter Consumer spending

Government spending

st 7
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Job growth
Need to kick in
12 13 14 15 Business investment
17 18 23 25 EXpOTtS
Awaits US pick up
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Canadian Housing Soft Landing

Canada

Existing Home Sales
(000s : sa)

)

Home Prices
(y/y % chng)

MLS Home
Price Index

Teranet/NB

Index 10.6%

4.3%
3.8%

Average
Sale

Price gains slow
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Huge Housing Divide
(CS 000s : nsa)

Average Home Price
$390,000
(anada

49%

)
$262,000
IN

Average prices higher in Canada... with no mortgage interest tax deduction
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Canadian Consumers Slow Borrowing

Households
Debt Credit
(ratio to personal disposable income) (y/y % chng)
Crossover
Us A(: (anada
(anada
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Trade Balances: Diverging Paths

Trade Balance

Record High Canada United States
$7.6 bln (CS bins) (USS blns)

-$0.9 bln

Record Low O -52.9 bin W

US trade improves even as imports rise
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Financial Markets

.. o Interest rates edging higher
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A1 TSX underperforms

Canadian dollar dives
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BoC On Hold... Fed Tapers

(% : as of January 24, 2014)

Overnight Rate

Canada

IN ]_'LLl 1.00% |
i 0%-0.25% |

Fed commits to low rates until jobless rate < 6.5%
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Long Yields Rising from Extreme Lows

(% : as of January 24, 2014)
10-year Bonds

4.00%

US

4.00%

(Year-end
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3.50%
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Canada Canada 2.37%
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(Year-end
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Stronger US growth
Fed tapers, end QE by 2015

Low inflation keeps rate rise
modest



Commodity Boom Wanes

(y/y % chng)
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Loonie Dives

(as of January 24, 2014)

(S
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Loonie Losses Accelerate

® Dovish Bank of Canada

# Weak economic numbers
| Trade
Employment

Canadian oil sector uncertainty

Weakest currency among world’s majors
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Canadian Stocks Underperform

(as of January 23, 2014)
S&P 500 DAX
16.8% 17.3%
Gain Gain
October 9, 2007 July 16, 2007

March 6, 2009

-56.8% March 9, 2009 -54.8%
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TSX
June 18, 2008 7.6%
Loss
-49.8% March 9, 2009




Navigating Our VUCA World

Challenges can be opportunities
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Ever-changing Competitive Marketplace

Creativity
Innovation
New technology

Flexibility
Productivity
Diversity
Think globally
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Clouds Part, But Challenges Remain y
Dr. Sherry Cooper
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