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Peter Navarro says 'there's a special place in
hell' for Justin Trudeau

{ By Eli Watkins, CNN
i
#» Updated 4:57 PM ET, Sun June 10, 2018
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Singapore is another “special place”
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Norwegian politicians nominate Donald Trump for Nobel Peace Prize after North Korea summit | The Independent

0 INDEPENDENT

News » World » World Politics

Norwegian politicians nominate Donald Trump for Nobel
Peace Prize after North Korea summit

A growing group of people across the globe have expressed support of a Nobel Prize for the US
president

Clark Mindock New York | @ClarkMindock |2 hours ago 5 comments
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MSCI composite index: Price Performance

VITOTTaT to YUAarter to
date date Year to date
MSCI AC World 2.3 4.5 2.1
MSCI World 2.3 5.1 2.3
MSCI USA 29 54 4.3
MSCI Canada 1.2 6.0 0.5
MSCI Europe 1.5 4.5 -0.6
MSCI Pacific ex Jp 0.5 4.1 0.3
MSCI Japan 2.3 4.1 -1.7
MSCI EM 1.8 0.4 0.7
MSCI EM EMEA 1.7 -0.7 -4.3
MSCI EM Latin America -2.2 -9.3 -4.6
MSCI EM Asia 24 2.1 2.5
6/11/2018

)

NBF Economics and Strategy (data via Datastream) 6




World: Perspective on global equities

MSCI AC and its 12-month-forward P/E Despite protectionist
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FINANCIAL MARKETS NBF Economics and Strategy (data via Datastream)
World: Earnings finally exceed pre-recession peak
12-month trailing earnings for the MSCI AC It took over
a1 a decade !
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World: Trade volumes at a record
Global trade flows (quarterly volumes) 25% above

128 pre-recession peak
index
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FINANCIAL MARKETS NBF Economics and Strategy (CPB data via Datastream) 9

World: Industrial output at a record
Industrial production in volume terms Volume output

28 has surged
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FINANCIAL MARKETS NBF Economics and Strategy (CPB data via Datastream) 10




World: Labour market is doing well
Unemployment rate in OECD countries Best in a

8.8 decade

8.4
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FINANCIAL MARKETS NBF Economics and Strategy (http:/fwww. cecd orglemployment/labour-stats/) 11

World: Perspective on global unease
CDS for emerging countries

lCDX EM CDSI GEN 5Y SPR 184.669 /183.330 See What's New in GP
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World: Profit revisions remain positive for EM

Three-month change in 12-month forward EPS, MSCI Emerging

%

That is critical

-8 e e T e S S
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NBF Economics and Strategy (data via Datastream) 13
i 2 e The trend is
China: Volume imports of key commodities : 3
still our friend
Timber Copper
o Index (B mo. MA) S, Index (B mo. MA)
= 240,000
Iron Crude Oil
em Index (6 mo. MA) B Index {6 mo. MA)
s;mu. 1m

NBF Economics and Strategy (data via Datastream)
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World: Perspective on commodity prices

CRB metals vs. WTI Still good
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World: Most commodity currencies are under pressure
YTD performance vs. the USD

Worst Spot Returns
B

Bloomberg
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U.S.: High-yield corporate spreads
Option adjusted spreads
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World: Keep your eyes on the greenback

USD broad index (vs. 26 currencies)
1324 index
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NBF Economics and Strategy (Federal Reserve data via Datastream)
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United States

The end of the cycle?
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U.S.: The second longest business cycle on record
Duration of economic cycles since 1945 (peak to peak)
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U.S.: Perspective on the business cycle
Actual vs. potential* real GDP

18,000, $ billions 6
Matured .
phase,”

17,600 4

According to new data, the U.S.
is just entering the matured
phase of the business cycle

when GDP exceeded its
estimate of potential...

17,200 |

16,800

16,400 |
...the average

length of the
matured phase is
33 months

16,000 |

15,600
15,200 |

14,800 |

.-~ Recovery
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14,400 4
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‘\Trough

14,000 VLIV L 3 L L L L L L
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* As calculated by the Congressional Budget Office (CBO) - NBF Economics and Strategy (data via Fed of St-Louis)

' 2016 ' 2017 ' 2018 |
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U.S.: Yield curve not that flat at this point in the cycle
Output gap” vs. yield curve (10-year Treasury yield less 3-month T Bill)

6

5]
4]

Yield Curve

3

Output Gap

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
* Using potential GDP calculated by the Congressional Budget Office (CBO) - NBF Economics and Strategy (data via Datastream)
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S&P 500: Perspective on stock market performance
Average 6-month annualized performance depending of the slope of the yield curve in the mature phase

13.1

10

6.5

2.0
0.0
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-8.5

<-50 bp -50 pb to zero zero to 50 bp 50 to 100 bp > 100 bp
10 year yield — 3 month yield

-10

NBF Economics and Strategy (data via Datastream)
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U.S.: Outlook remains positive
Six-month change in the leading economic index (non-financial components)

2.8,
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NBF Economics and Strategy (Conference Board data via Datastream)
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US: Treasury borrowing requirements as a percentage of GDP
Net change in debt held by the public, end of the fiscal year

12: Percent of nominal GDP
11
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74
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NBF Economics and Strategy (data CBO’s April 2018 report The Budget and Economic Outlook: 2018 to 2028) 25
More than 1,000 economists warn
Trump his trade views echo 1930s errors
A repeat of
President’s ‘economic protectionism’ harkens back to errors that the 1930s
fueled Great Depression, say experts including 14 Nobel winners
Over a thousand economists have written to Donald Trump warning his
“economic protectionism™ and tough rhetoric on trade threatens to repeat
the mistakes the US made in the 1930s, mistakes that plunged the world into
The Gardian 26




U.S.: Let’s keep things in perspective

This is not
Unemployment rate

the 1930s

26

24

« Then

Now

NATIONAL 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020
FINANCIAL MARKETS FBN Economie et Stratégie (données de Bloomberg) 27

U.S.: Foreign sales are an important component of earnings
Foreign sales as a percentage of total sector sales in S&P 500 (2016)
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FINANCIAL MARKETS NBF Economics and Strategy (data via https://us.spindices.com/documents/research/research-sp-500-2016-global-sales.pdf) 28




Canada

It’s getting complicated
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Canada-U.S.: Perspective on nominal GDP
Nominal GDP growth

1 %ty

Economy is
doing well

NATIONAL 2007 2008 2009 2010 2011 2012 2013

NBF Economics and Strategy (data wvia Statistics Canada and Datastream)

2014
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Canada-U.S.: Perspective on capacity utilization
Capacity utilization in manufacturing sector But should we

be surprised?

1990 1995 2000 2005 “20100 T 2005
NBF Economics and Strategy (data wvia Statistics Canada and Datastream)
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Canada: Some respite for commodity producers

BoC commaodity price index of 26 commodities produced in Canada At least prices

are recovering

7 index

NBF Economics and Strategy (data via Datastream)
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Canada: Earnings expected to hit a record

Trailing earnings for the S&P/TSX Profits are

doing well
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FINANCIAL MARKETS NBF Economics and Strategy (data via Datastream)

Canada: Stock market near a record high

SSP/TSX Profits are

doing well
17,000 -

index
16,000
15,000
14,000
13,000
12,000
11,000
10,000 -

9,000 -

8,000 -

7,000 -

6,000 -

5,000 -t P D Y R SR o A, T P T e O B M T

ERIJIENAL 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

FINANCIAL MARKETS NBF Economics and Strategy (data via Datastream)
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Canada: Perspective on labour-market slack
Unemployment rate
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114

104

1980 1985 1980 1995 2000 2005 2010
MNBF Economics and Strategy (data via Statistics Canada)

Labour market
is tight

2015

2020
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Canada: Consumer spending well above the rest of the G7
Real consumption since 2017
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Consumption
has been strong
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NBF Economics and Strategy (data from Datastream)
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Canada: Growth in disposable income has also been strong
Supported by
disposable income
Bl

4

Real disposable income: Canada vs. the U.S.
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NBF Economics and Strategy (data wvia Statistics Canada and Datastream)
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Canada: Growth in wages & salaries
Q12018 vs. Q1 2017
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NBF Economics and Strategy (data via Statistics Canada and U.S, BEA)
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Four main provinces: Index of consumer confidence No evidence of
Quarterly data (Q2 2018 = April and May) G 3
fmancna}2 stress

120 -
Index 2007 =100

Shaded area: Recession in Canada
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NBF Economy and Strategy, data from Conference Board of Canada

2015 = 2016 2017 2018
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Canada: Underlying inflation running on target

CPI total and average of the three core measures preferred by the Bank of Canada " .
Inflation is on

target
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MNBF Economics and Strategy (data via Statistics Canada)
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Loonie should be stronger than current levels given current oil price
WCS oil versus USDCAD, weekly data since May 2008 CAD looks

164, cheap
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Loonie has never been
that weak when WCS
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FINANCIAL MARKETS NBF Economics and Strateqy (data via Bloomberg)

Canada: Speculators shorting the loonie
Non-commercial net long positions on the Canadian dollar

Specs still hate
120,000 the CAD

] contracts
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FINANCIAL MARKETS NBF Economics and Strateqy (data via Bloomberg)




Why does it have to be so hard?
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ATHE STARK

News - World

I SHOULD WIN EASILY.

Trump says he’'ll punish ‘the
people of Canada’ because of
Trudeau’s news conference

By DANIEL DALE Washington Bureau Chief
ALEX BALLINGALL Ottawa Bureau

Tues., June 12, 2018

f ol B4 ees

WASHINGTON and OTTAWA—Escalating his attack on Prime Minister Justin Trudeau, U.S.
President Donald Trump is now pledging to punish “the people of Canada” economieally
because of the post-G7 news conference in which Trudeau criticized Trump’s tariffs.

NATIONAL “That’s going to cost a lot of money for the people of Canada. He learned. You can’t do that. You

BANK can't do that,” Trump said Tuesday in Singapore after meeting with North Korean dictator Kim
FINANCIAL MARKETS SoneTh
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Prepared?
Prepared for what?

Canada ‘prepared’ if U.S. imposes tariffs on autos:
Freeland

ws Ottawa is “prepare.
woments of drama

45

Canada: Jobs exposed to NAFTA
Share of Canadian employment vulnerable to U.S. protectionism — direct and indirect effects (2013)

Ontario, here’s

9. A
% looking at you !
Il Industries threatened by U.S. protectionist rhetoric
85 [l Other industries subjectto high tariffs under the WTO
[l Remaining industries with exports to the U.S. accounting for at least 25% of sales 7.3%
74
6
5.
4. ‘
3.1%
3.
2
14
0.

CA  NL AB NS BC SK  NB PE MB aCc  ON
NBF Economy and Strategy (data via Statistics Canada, table 381-0032) 46




These guys seem to
be getting along

CFL World Cup 2018 More TV Listings Video Radio Fa

Soccer World Cup 2018 Premier League Bundesliga Champions League LaLiga Ligue 1 MLS Sorie A

Canada wins vote to co-host 2026 FIFA
World Cup with U.S and Mexico

NATIONAL
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Truly historic day in Canadian soccer history
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Maybe we just need a new trade negotiator
Ex-Chicago Bulls star turned North Korean, uh,
diplomat Dennis Rodman weeps over Kim-

Trump summit
w hen it c;.m-_-= to former Chicago Bulls star Dennis Rodman, the world is used to expecting the
unexpected.,
Late Monday was no exception, with Rodman weeping in a CNIN interview after his tweo f is, President
» 3 Trum and North Korean dictator Kim Jon L'n, met in Singapore for a nuclear summit. Wearing a red 48




Housing/Household debt

Crunch time?
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Canada vs. U.S.: Residential activity as a % of GDP

Housing is a bigger
chunk of GDP
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NBF Economics and Strategy (data via Statistics Canada and U.S. BEA)
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Canada: Perspective on mortgage interest rates

S-year mortgage interest rate Rates will
move higher

%
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NBF Economics and Strategy (data via National Bank Fi ial Strategic Data Analytics) 51
Is he right?
Home Investments Prices & Charts Trading Gold Economy Personal Financ
| Hot topics 2 Isas Cryptocurrencies House prices Bresxit Tech stocks Investm
Home > People in the news > Gurus > Steve Eisman: beware Canada’s property bubble
Steve Eisman: beware Canada’s property
bubble
Steve Eisman, m 19 director of Neube 52
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Breakdown of household debt exposed to interest-payment shock

Year end 2017: $ 2,131 billion

41% of variable-rate
mortgages have fixed
payments

m |nsured fiex-rate mortgages
m Variable-rate mortgages (fixed payment)
H Lines of credit

NBF Economics and Strategy (Statistics Canada)

m Unsured fixed-rate mortgages
m Variable-rate mortgages (adjustable payment)

53

Canada: Prospective payment shock

Increase in payment as % of disposable income

0.30% 5 .

% of disposable income
0.25%
0.20%
0.15% 0.16% of GDP

0.10%

0.05%

0.00%

Not an
economy Killer

0.18% of GDP

0.12%
of GDP

2018 2019 2020

m Insured fixed-rate mortgages
m Variable-rate mortgages (fixed payment)
m Lines of credit

NBF Economics and Strategy

m Uninsured fixed-rate mortgages
m Variable-rate morigages (adjustable payment)
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Canada: Irrational exuberance in Canada?
Resale price index

Indices don’t tell

the whole story
499, LI Vancouver
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FINANCIAL MARKETS MNBF Economics and gy (data via Teranet-National Bank and Datastream)
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World: Home prices do not seem extreme in Canada

Many places are
Price per square foot in USD for downtown living* (May 2018)

much more expensive
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World: Perspective on household leverage
Household debt as a percentage of GDP We are not

the worst

140%
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80 7
)y
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RUSMEX BRA CZE ZAF POL ITA ISR CHN IRL AUT DEU JPN FRA BEL ESP FIN LUX THAHKG PRT WSHENZL KORCANNOR NLD DNKE AUS CHE

NBF Economics and Strategy (data via the Bank for International Settlements) us. ad}usred to Canadian definition
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Canada: Household debt determinants according to Statistics Canada
Tobit model description from Household debt in Canada (2012)

After controlling for income, here are some

( determinants of household leverage identified

by statistics Canada

Total household debt = B1lncome + B2Employed + B3Tenure
+B4Immigrant Status + B5Education

Key findings:

Employed: An employee has $93K more debt than a retiree and +$37K more
debt than others.

The age profile of employees is also important (+$52K more debt
for younger workers vs. others).

Home Tenure: A homeowner has $100K more debt than a renter
Immigrants: Foreign born population has more leverage than natives (+$34K)
Education: Postsecondary education = +$26K more debt than less educated

Statistics Canada (“Household Debt in Canada”, March 2012)
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World: Perspective on employment rate
Workers as a percentage of population 15+

%
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Second
highest !
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NBF Economics and Strategy (data via OECD, Statistics Canada)
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Perspective on key driver of labour income
Full-time employment: Canada vs. the U.S.
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We continue
to do well
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NBF Economics and Strategy (data via Datastream)
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Canada: Perspective on homeownership rate
Homeownership rate in Canada and United States Should we

panic?
70

%

69

68 -
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63 e

\

62

61 i

60

1975 1980 1985 1990 1995 2000 2005 2010 2015
NBF Economics and Strategy (data via Statistics Canada and U.S. Census)
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World: Perspective on mortgage holders
Homeowners having a mortgage as a percentage of total households (2014 or latest) Not so

bad
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NBF Economics and Strategy (data via OECD)
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Canada: The prime-age workforce at full employment That’s a
HUGE deal !

Labour force participation rate for Employment/population ratio
people aged 25-54 for people aged 25-54
88
%
i+l oA
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BANK
FINANCIAL MARKETS NBF Economics and Strategy (data via Statistics Canada and Datastream) 63

Perspective on the prime-aged workforce
That’s very
Employment for people aged 25-54: Canada vs. the U.S. : -
impressive
12, Index, 2000 = 100
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Prime-age population growing in Canada, stalling in the U.S.

Population aged 25-54: Canada vs. the U.S. Did yop
know this ?
108'|ndex. 2000 = 100 - I*l
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Canada: Leading OECD countries in terms of population growth
2017 population growth, natural vs. caused by migration .
Fastest in the OECD
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World: Perspective on foreign-born population
Share of population born abroad

CA: 22% vs US: 14%
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World: Inflows of permanent immigrants

Permanent immigration in OECD countries in 2016 (2015 if not yet available) 300K/ yearisa lot!
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Canada: Immigration policy is key for labour markets Massive
“Economic category” admissions to permanent residence as a share of total immigration dj vergence
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Canada: Highest inflow of workforce-ready immigrants in the OECD
Annual “economic category” admissions to permanent residence (2015) ’ y
Highest in the world !
180 Thousands

160

140

NATIONAL
BANK

FINANCIAL MARKETS

LX KR FI CH NO SE IE BE AT PT DK MX NL NZ IT

120

100 -

80

60 |

0 |

. il
0._.____-.---I-..llll . _

FR DE ES JP GB AU US CA

NBF Economics and Strategy (OECD data htips://data.oecd.org/migration/per

t-immigrant-infl htmé#indicator-chart)

70




NATIONAL
BANK

FINANCIAL MARKETS

NATIONAL
BANK

FINANCIAL MARKETS

Canada: foreign-born population is highly educated

Percentage of foreign-born 15-64 with post-secondary education Im pressive

CAN |
IRE
LUX )
AUS |
GBR
NZL
POL
EST
NOR
UsA
MEX |
sw )

QECD
DEN

JAP ¥
HUN
BEL
FIN
FRA
SLV
NLD
PRT
CZE
ESP
TUR
DEU
AUT )
GRC
SLV ——
A —

0 10 20 30 40 S50 60

NBF Economics and Strategy (data via http:/fwww oecd orglels/mig/indicators-of-lmmigrant-Integration-2015. pdf figure 7.1)

71

World: Perspective on education

Share of population aged 25-34 with post-secondary education (2016) ’ y
Highest in the world !
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Canada: An educated workforce can support higher debt )
Share of population aged 25-34 with tertiary education 13 PP gap with

the U.S. !
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Canada: Perspective on homeownership rate

Homeownership rate in Canada and United States (2016) The below 35 are
5 better off in Canada
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Canada: Job creation in the main cities
Job creation in greater Vancouver, greater Toronto, greater Montreal and rest of Canada (RoC)
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Canada: Immigration tilted toward first-time home buyers
Contribution of immigration to total population growth by age group (2016)
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Canada: A much better lifestyle for parents )
Percentage of youth aged 15-29 living with their parents Lowest in the

ttaly |

OECD

Greece |
Portugal |

Spain

Hungary |
Poland

Ireland

u.s.

Latvia |

Belgium
Chile

Turkey |

Austria

OECD }

Estonia |

Mexico

France

UK 1
lceland |

MNorway
Finland |

Sweden

Denmark |

Canada

o

10 20 30 40 S0 60 70 80

NBF Economics and Strategy (data via OECD Society at a Glance 2016, figure 1.17)

77

Conclusion:

< World, U.S.: Another year of above-potential growth
- Global growth near 3.8% in 2018
- China continues to grow at around 6.5% (good enough)

- Eurozone, still great at around 2.0%

- Geopolitical risks to remain a major source of concern: U.S. Trade Policy?

Interest rates, currency:

- Fed probably hikes once more (maybe twice) in 2018 ; 10-year Treasury yield in the 3.0-3.5% range.

- Expect the BoC to hike again in H2 2018 (heading towards 2%); GDP 2.2% in 2018
- Canadian dollar towards 1.20; Oil in $65-$75 range

- Large correction in housing unlikely unless labour markets deteriorate markedly

or mortgage rates surge.

Equity over bonds for now with an eye on the yield-curve, cycle still

favourable to commodities
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