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Week ending April 14, 2023

Market developments

Equities: This week, the Nasdaq stocks were positive, but underperformed the broader U.S. market as traders
increased bets that the Federal Reserve could raise interest rates at least once more this year. The Nasdagq fell
by 0.3% and the S&P 500 also slid by 0.3%, trimming its weekly advance. On the other hand, financials
outperformed Friday with JPMorgan Chase & Co. and Citigroup Inc. leading the charge after stronger than
expected earnings. The assurance about the sector's health and an increase in deposits drove the big banks
higher. The bank sector remains in focus next week with Charles Schwab and State Street Corp set to report
on Monday. Investors will be looking for signs of health from Schwab, which has plunged roughly 40% this year
as rising rates drove a spike in unrealized losses at the brokerage. Bank of America Corp., Goldman Sachs
Group Inc, Netflix and Tesla also report next week.

Fixed income: Swap traders increased their bets for a rate increase by June causing treasury yields to rise on
Friday. The 2yr rate jumped to a weekly high of 12 bps to trade around 4.1% and the 10yr went up to 3.5%.
Inflation expectations also jumped in April with consumers expecting prices to climb 4.6% on an annual basis.
This movement suggests that investors are becoming less optimistic about the economy in the short term while
remaining positive in the long term.

Commodities: Oil futures finished higher on Friday, posting their fourth straight weekly gain, after the
International Energy Agency warned that OPEC+ production cuts would lead to a larger and earlier crude oil
deficit in 2023 than previously expected. The IEA report also highlighted the demand surge from China, and
the gap between global oil supply and demand is projected to be two million barrels a day by the third quarter
of this year. Although Saudi Arabia and other major oil producers announced plans to cut production, Goldman
Sachs sees the report as roughly neutral for oil prices due to the bullish analysis of U.S. supply constraints and
the large fall in March preliminary commercial stocks offsetting the slight downgrade to demand and the slight
upgrade to non-OPEC supply.

Performance (price return)

SECURITY PRICE WEEK 1 MONTH 3 MONTH YTD
Equities ($Local)

S&P/TSX Composite 20,577.39 1.88% 4.48% 1.07% 6.15%
S&P 500 4,137.64 0.79% 5.57% 3.46% 7.77%
NASDAQ 12,123.47 0.29% 6.08% 9.43% 15.83%
DAX 15,807.50 1.34% 3.77% 4.78% 13.53%
NIKKEI 225 28,493.47 3.54% 4.67% 9.09% 9.19%
Shanghai Composite 3,338.15 0.32% 2.86% 4.47% 8.06%
Fixed Income (Performance in %)

Canada 10-Year Yield 3.04 0.24 0.14 0.14 -0.27
US 10-Year Yield 3.51 0.12 -0.18 0.01 -0.37
German 10-Year Yield 2.44 0.26 0.02 0.27 -0.13
US High Yield Spread 4.65 -0.34 -0.27 0.29 -0.15
Commodities (USD)

oll 82.65 2.42% 15.87% 3.49% 2.98%
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Gold 2005.11 -0.14% 5.31% 4.42% 9.93%
Copper 411.75 2.54% 2.67% -2.34% 8.06%
Currencies (3USD)

DXY 101.58 -0.50% -1.95% -0.61% -1.88%
Loonie 1.3366 -1.08% -2.34% -0.22% -1.39%
Euro 0.9094 -0.83% -2.39% -1.51% -2.64%
Yen 133.75 1.20% -0.35% 4.60% 2.01%

As of April 14, 2023

Macro developments

Canada — Bank of Canada Holds Interest Rate Steady at 4.5%

The Bank of Canada decided to keep its overnight target rate unchanged at 4.5% in its April 2023 meeting and
reiterated its intention to monitor economic data for future decisions on the policy rate. The central bank
expects inflation to decelerate from 5.2% in February to 3% by mid-2023 and to reach the target rate of 2% by
the end of 2024. The bank has revised its GDP growth estimate to 1.4% for this year, 1.3% for 2024, and 2.5%
for 2025.

U.S. - U.S. Annual Inflation Rate Falls to 5%, Retail Sales Drop in March by More Than Expected

According to the March 2023 CPI report, the annual inflation rate in the U.S. decreased to 5%, the lowest since
May 2021, due to lower food prices and energy costs. Used car and truck prices declined, while shelter prices
continued to increase. The CPI edged up 0.1%, below expectations of 0.2%, with higher shelter prices
offsetting a fall in energy costs. Core CPI increased 5.6% on the year and 0.4% on the month. The Fed is likely
to push ahead with a final 25bp interest rate hike at its next policy meeting in early May due to the lack of
significant easing in core non-shelter services inflation and rebounding core goods prices. Despite the
moderation in shelter cost pressures, core services prices were boosted by a resurgence in travel services
prices.

Retail sales in the U.S. fell 1% month-over-month in March of 2023, which was worse than market forecasts of
a 0.4% drop. The biggest declines were seen in sales at gasoline stations, general merchandise stores,
building materials and garden equipment, electronics and appliances, clothing, motor vehicle dealers, and
furniture. Sales at food and beverages stores edged 0.1% lower. On the other hand, sales rose 1.9% at non-
store retailers and 0.1% at food services and drinking establishments. The core retail sales, which exclude
automobiles, gasoline, building materials, and food services, went down 0.3%. This indicates cost pressures
and rising interest rates are weighing on consumers' willingness to spend.

International — China's March 2023 Inflation Rate Unexpectedly Drops to 0.7%, Eurozone Retail Sales
Fall for Fifth Consecutive Month

China's inflation rate unexpectedly slowed to 0.7% in March 2023, compared to a market consensus of 1.0%
based on February's reading. The drop was attributed to easing costs of both food and non-food, with food
inflation falling to a 10-month low due to a steeper drop in the cost of fresh vegetables despite a faster rise in
pork prices. Non-food prices also continued to ease, linked to further declines in the cost of transport and
housing. However, inflation for health remained unchanged, while education costs accelerated. Core consumer
prices, excluding food and energy, rose 0.7% year-over-year, and monthly consumer prices dropped 0.3%,
below estimates of a flat reading.

Eurozone retail trade fell by 0.8% month-on-month in February 2023, in line with market expectations and
marking the fifth consecutive month of contraction on an annual basis. The decline was largely driven by a
decrease in sales for food, drinks, tobacco, non-food products, and automotive fuel. Meanwhile, online trade
rose by 2.6%, ending a four-month period of decline. The subdued domestic demand across the Eurozone has
been attributed to factors such as high inflation, rising borrowing costs, and concerns over a potential
recession.
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Quick look ahead

Date Country / Region Event Survey Prior
17-Apr-23 China GDP YoY 1Q 3.90% 2.90%
17-Apr-23 China Retail Sales YoY Mar 8.00% --
17-Apr-23 China GDP SA QoQ 1Q 2.10% 0.00%
17-Apr-23 China Surveyed Jobless Rate Mar 5.50% 5.60%
18-Apr-23 Canada CPI YoY Mar 4.30% 5.20%
18-Apr-23 Canada CPI NSA MoM Mar 0.60% 0.40%
18-Apr-23  United Kingdom Jobless Claims Change Mar -- -11.2k
18-Apr-23  United Kingdom ILO Unemployment Rate 3Mths Feb 3.70% 3.70%
18-Apr-23  United Kingdom Average Weekly Earnings 3M/YoY Feb 5.10% 5.70%
19-Apr-23  United Kingdom CPI YoY Mar 9.80%  10.40%
19-Apr-23  United Kingdom CPI MoM Mar 0.50%  1.10%
20-Apr-23 Japan Jibun Bank Japan PMI Mfg Apr P -- 49.2
20-Apr-23 Japan Natl CPI YoY Mar 3.20% 3.30%
20-Apr-23 Japan Natl CPI Ex Fresh Food, Energy YoY Mar 3.60% 3.50%
21-Apr-23 Canada Retail Sales MoM Feb -0.60%  1.40%
21-Apr-23 Eurozone S&P Global Eurozone Manufacturing PMI Apr P 48 47.3
21-Apr-23 Germany S&P Global/BME Germany Manufacturing PMI  Apr P 45.6 44.7
21-Apr-23  United Kingdom S&P Global/CIPS UK Manufacturing PMI Apr P 48.5 47.9
21-Apr-23  United Kingdom Retail Sales Inc Auto Fuel YoY Mar  -3.00% -3.50%
21-Apr-23 United States S&P Global US Manufacturing PMI Apr P 49 49.2
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