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2020 has certainly been like no other year! As the year comes
to a close much of the world has mandated social distancing and
travel restrictions in place, which include no large gatherings. This
has changed many traditional holiday plans and limits gatherings
for ringing in the new year. Many of the social distancing, and travel
restrictions are expected to stay in place well into fall of 2021, when
it is expected that a significant percent of the population will have
received the coronavirus vaccine.

Even while large portions of the global economy are shutdown,
equity markets have had a stellar run, as have precious and base
metals — and with new fiscal stimulus packages (with additional
expected), accommodative monetary policy, and improved economic
activity these markets are likely to stay buoyant in 2021.

Our Pandemic RESET Index (blue bars on the chart below)
captures the extent sectors of the economy hardest hid buy the
lockdown restrictions have stayed below pre-coronavirus levels.
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To gain a ‘real-time’ view of economic activity we created
the Pandemic RESET Index. The RESET (Real Economy
Statistical Evidence Tracker) Index includes: Consumer
outlook (The Bloomberg Comfort Index), unemployment
data (US continuing Unemployment Claims), merchandise
retail sales (The Johnson Redbook Index), travel data (TSA
Checkpoint data), restaurant reservations (open table), total
box office revenues (Boxoffice mojo).
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How can governments reduce their debt levels?

The coronavirus-induced lockdowns and
government fiscal stimulus response — estimated
at over $9 trillion by the IMF — has significantly
increased already rising government debt levels.
Central banks have also responded to the
slowdown in economic activity with aggressive
quantitative easing and reduction of interest
rates. The Fed and Bank of Canada have also
revised their inflation targets to ‘average inflation
over time’, meaning that they will let inflation run
over their 2% targets for a period of time (since
inflation has been below target for a number of
years, if inflation runs over 2%, then the average
will be 2%).

With government deficits expected to remain
large in 2021 and debt to GDP ratios rising we
turned to one of Martin’s articles in a recent
Gold Monitor titled A Primer on Debt, where he
explains how debt to GDP ratios rise, and how
inflation is part of the preferred equation to lower
debt to GDP ratios.

At the end of 2019 gross US government
debt totaled $22.7 trillion; subtracting the $5.9
trillion of intergovernmental debt leaves $16.8
trillion, which is held by the public and the
Federal Reserve. (Intragovernmental debt is
debt that one part of the government owes to
another part. In almost all cases, it is debt held
in government trust funds, such as the Social
Security trust funds. These debts represent
assets to the part of the federal government that
owns it (i.e., Social Security), but a liability to
the part of the government that issues them (the
Treasury Department), and so they have no net
effect on the government's overall finances, see
Committee for a Responsible Federal Budget,
September 11, 2017.)

Nominal US GDP totaled $21.7 trillion at the
end of 2019. Depending upon the reader’s
preference in using gross debt, $22.7 trillion,
or net debt, $16.8 trillion, | think a 100% debt/
GDP ratio is a reasonable starting point for this
discussion.

The formula that decides whether the debt/
GDP ratio rises or falls in any given year
depends upon the growth rate of nominal GDP
(that is, real plus inflation), the interest rate
the government incurs on its debt, and the
government’s primary budget balance (surplus
or deficit) for the year. (The primary budget
balance excludes interest on debt, which is of
course added to obtain the final budget balance.)

For the debt/GDP ratio to decline the growth
of nominal GDP plus the primary balance
must exceed the interest rate on debt.
Otherwise, the ratio rises.

This can best be seen by two examples in the
table overleaf. In the first example we assume
US nominal GDP will grow at a steady rate of
4%, that the primary balance is held at 0% (i.e.
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the budget is balanced except for the interest
cost of outstanding debt), and the interest rate

on government debt is held at 2%. According to
the formula, since 4% + 0%> 2% the debt/GDP
ratio will decline, as the example shows. The ratio
of debt to GDP falls from 100% to 82% over 10
years.

In the second example we only change the
primary balance assumption, from 0% to -3.5%
(i.e. the government runs persistent primary
deficits). Since 4% + (-3.5%) < 2% the debt/GDP
ratio will rise — in this case to 114% over 10 years.

The last panel represents a more realistic
scenario. The US economy will see something
in the order of an 8% contraction this year, and a
rebound next year in the order of 5.5% (4.0% real
growth plus 1.5% inflation). The primary deficit
will be in the order of 13.5% this year and a still

large 7% next year (IMF projections). Interest rates

will be low however — thanks to the Fed. We also
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assume there will be a mild recession in year six,
after which the US caps interest rates and boosts
nominal growth by allowing inflation to overshoot.

The debt/GDP ratio rises through year six in this
scenario. Thereafter, on the back of inflationary
growth and better control of the budget deficit, the
debt/GDP ratio declines. And that is the lesson
here: inflation will help reduce the debt/GDP
ratio, but interest rates must be capped below
inflation, and the budget deficit must be brought
under control. Through years 7 to 10 the primary
balance approaches zero and nominal GDP rises
faster than interest rates. Accordingly, about 10
percentage points will be knocked off the debt/
GDP ratio by year 10 as compared to year 6.

Bottom Line: we expect significant rises in
many countries' debt/GDP ratios for the next five
years or so. This will stress the financial system,
and will be an underlying positive force directing
gold higher.

EXAMPLE 1
YEAR

0 1 2 3 4 5 6 7 8 9 10
NGDP 40%  40% 40% 40% 40% 40% 40% 40% 40% 4.0%
INTEREST RATE 20% 20% 20% 20% 20% 20% 20% 20% 20% 2.0%
PRIMARY BALANCE 00%  0.0%  0.0% 00% 00% 00% 00% 00% 0.0% 0.0%
$-DEBT 100 102 104 106 108 110 113 115 117 120 122
$-NGDP 100 104 108 112 117 122 127 132 137 142 148
DEBT/NGDP 100% | 98%  96%  94%  93%  91%  89%  87%  86%  84%  82%

EXAMPLE 2

0 1 2 3 4 5 6 7 8 9 10
NGDP 40%  40% 40% 40% 40% 40% 40% 40% 40%  4.0%
INTEREST RATE 20%  20% 20% 20% 20% 20% 20% 20% 20% 2.0%
PRIMARY BALANCE -3.5% -35% -3.5% -3.5% -3.5% -3.5% -35% -3.5% -35% -3.5%
DEBT 100 106 112 118 124 131 138 145 153 161 169
NGDP 100 104 108 112 117 122 127 132 137 142 148
DEBT/NGDP 100% | 102%  103%  105%  106%  108%  109%  110%  112%  113%  114%

A HYPOTHETICAL SCENARIO

0 1 2 3 4 5 6 7 8 9 10
NGDP -80% 55% 40% 40% 3.0% 10% 35% 40% 6.0% 8.0%
INTEREST RATE 08% 1.0% 15%  20% 25% 1.0% 15% 20% 3.0%  4.0%
PRIMARY BALANCE 13.5% -7.0% -3.5% -25% -25% -55% -20% -1.5% -0.5%  0.0%
TOTAL DEBT 100 113 121 126 132 138 145 1495 1542 159 166
NGDP 100 92 97 101 105 108 109 1130 1176 125 135
DEBT/NGDP 100% | 123%  125%  125%  125%  127% 133%  132%  131%  128%  123%
The growth of nominal GDP plus Primary Surplus must exceed interest on the debt
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Open Table Data - Canada

Percent Change from 2019
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Source: Opentable State of the Industry, Murenbeeld & Co.

Open Table data suggests
that dining at restaurants is
declining again. Renewed
restrictions are in place
across Canada with
restaurants dinning rooms
closed in Quebec.

The New York Fed
Economic Index shows there
are parts of the economy still
suffering from restrictions and
closures. This index includes
measures of same-store retail
sales, an index of consumer
sentiment, employment
measures, steel production,
fuel sales and electricity
consumption.
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AAII Investor Sentiment

American Association of Individual Investors Survey
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Equity market
sentiment has been
very bullish since mid-
November.
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New York Subway Ridership
Turnstile Entries - Weekly Total

According to the New
York Metropolitan Transport
Authority the number of
passengers through the
turnstiles declined to 9.13
million for the week of
December 25. This us up
from a low of 2.9 million in
March but remains well below
the pre-lockdown ‘normal’
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passengers through TSA
checkpoints per day has
increased from a low of 88
thousand to 1.0 million — but
remains 50% below last
years number of 2.0 million.
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TSA Checkpoint Passengers
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Flightradar24.com
data shows the number of
commercial fights is slowly
increasing from a low of
27.9 thousand to 69.9
thousand (7-day average).
The average for the first two
months of the year was 102.7
thousand per day.
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COVID-19 Update

Five day change in Confirmed COVID-19 Cases
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The rising trend in Covid-19 cases appears to have turned the corner and is now
trending lower. Although, the 5-day change in Covid related deaths are still rising
worldwide. The new Covid strain, variant B.1.1.7 discovered in the UK which could
be as much as 70% more transmittable according to news reports, is popping up
worldwide. It is expected it will take up to a year until a significant portion of the
population has received the vaccine.
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Canadian Mobility Trends

Canad
These charts show the change in routing anaca

trends since January 13 reflected by requests
for directions in Apple Maps for Canada and
select Canadian cities.

All forms of requests for transportation
directions are trending lower again.

® Drivin
g JAN 13 FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC 15
o & Walking +100%
o | ® Transit

Vancouver

R . rm!llldm,m,,,,”
§
i

-60% ‘\‘ "|1

JAN 13 FEB MAR APR MAY Jun Juo AUG SEP ocT NOV DEC 15 JAN 13 FEB MAR APR MAY JUN Jue AUG SEP ocT NOV DEC15

M “k nﬂ!'n

i ,"

JAN 13 FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC 15

+100%

JAN 13 FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC 13

Halifax

i ) " .AJJIMWW

m

W l ' J } Baseline

rr -40%

-60%

i
wd

-80%

JAN 13 FEB MAR APR MAY JuN JuL AUG SEP ocT NOV DEC 15
JAN 13 FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC 15

Source: apple.com Capitalight.co


https://www.apple.com/covid19/mobility
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US Mobility Trends

These charts show the change in routing
trends since January 13 reflected by
requests for directions in Apple Maps for
Canada and select Canadian cities.

Requests for transportation directions are
also trending lower in the US.
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Canada — Economic Indicators

Canada Gross Domestic Product

Annualized growth rate
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Canada — Economic Indicators
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Contribution to GDP in Recent Quarters
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Canada — Economic Indicators

Canada Leading Indicator Canada Manufacturing Shipments
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The leading indicator shows strong signs of recovery (month-to-month) after its sharp
decline; other economic indicators have improved since the April low, but remain below
levels a year ago, with the notable exception of retail sales.
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Canada — Employment Data
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According to Statistics Canada
employment fell by more than 3 million
from February to April and rebounded
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nada Labour Force
Millions

by 2.4 million May to November —
employment remains 574 thousand below
pre-COVID levels.

Employment growth continued to

vary across industries in November.
Employment fell in industries most directly
affected by public health restrictions,
notably in accommodation and food
services. On the other hand, employment
continued to approach or exceed pre-
COVID levels in industries where working
from home or physical distancing is more
feasible, such as professional, scientific
and technical services.

Infog

Business, bullding and other support services

By April, the initial widespread COVID-19
economic shutdown had directly affected
5.5 million Canadian workers, including
3.0 million who had lost employment

and 2.5 million who remained employed
but had experienced COVID-related
absences from work. By November, the
equivalent figure was 1.0 million, including
a 574,000 (-3.0%) drop in employment
since February and a 448,000 (+55.5%)
increase since February in Canadians
who were employed but worked less than
half their usual hours.

Professional, scientific and technical services

Canada Job Creation
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raphic 3 — Employment furthest from recovery in accommodation and food services

Accommodation and food services

Information, culture and recreation

Agriculture
Transportation and warehousing
Construction

Other services

Retail trade

Total employed, all industries
Health care and social assistance
Manufacturing

Public administration

Utilities

Finance, insurance and real estate
Educational services

Natural resources

Wholesale trade

-25 =15 -10 -5 (1]

employment change (%) compared with February 2020

Note(s): white bars represent changes that are not statistically different than 0
Source(s): Labour Force Survey, table 14-10-0355-01.
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Canada - Inflation

Canada Consumer Price Inflation
Percent change year-over-year
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Canada Industrial Product Price Inflation
Percent change year-over-year
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Canada Average Weekly Earnings
Percent change year-over-year
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Earnings increased
5.9% in October and
public administration
increased 6.0%.
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Canada — Teranet-National Bank House Price Index

Teranet 11-City House Price Index

Teranet 11-City House Price Index
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The 11-city composite index
increased 0.9% from October 2020,
and 9.0% from November 2019 — to set
a new high.

According to the House Price Index
report: In November the Teranet—
National Bank National Composite
House Price Index was up 0.9% from
the previous month, the strongest gain
for a month of November in the 22
years of the index. It was the second
consecutive month to show the biggest
rise in index history for the month
in question. The rise was led by six
metropolitan areas: Hamilton (1.9%),
Halifax (1.6%), Montreal (1.4%),
Ottawa-Gatineau (1.3%), Victoria
(1.1%) and Vancouver (1.0%).

The strong rise of prices is consistent
with the revival of home sales
volume over the last several months
reported by the Canadian Real Estate
Association.

[However], the unsmoothed
composite index, seasonally adjusted,
was up 0.8% in November — a cooling
from the rises of the previous three
months, suggesting that the uptrend of
the published (smoothed) index could
slow in coming months.

Source: Bloomberg, Murenbeeld & Co.

Teranet-National Bank House Price Index - November 2020

Metropolitan area Index % change % change From Peak
Level m/m yly peak date
Composite 11 248.39 0.93 8.96 0 Nov-20
Alberta
Calgary* 173.66 0.24 -2.27 -7.80  Oct-14
Edmonton* 176.95 0.38 1.00 -5.83  Sep-07
Lethbridge 177.09 -0.61 2.51 -0.61 Oct-20

British Columbia

Abbotsford-Mission 256.48 1.93 7.99 0.00  Nov-20
Kelowna 218.52 0.81 2.14 0.00  Nov-20
Vancouver* 291.05 0.97 6.31 -1.01 Jul-18
Victoria* 224.10 1.11 6.15 0.00  Nov-20

New Brunswick

Moncton 118.17 1.93 10.29 0.00  Nov-20
Saint John 112.07 -0.16 6.95 -0.65 Sep-20
Newfoundland
Saint John's 180.72 0.00 -2.87 -8.73  Sep-14
Manitoba
Winnipeg* 221.46 0.57 5.26 0.00  Nov-20
Nova Scotia
Halifax* 182.04 1.61 0.00  Nov-20
Barrie 246.67 . . Nov-20
Belleville 220.62 2.82 14.82 0.00  Nov-20
Brantford 263.01 1.89 15.99 0.00  Nov-20
Guelph 257.10 1.86 13.01 0.00 Nov-20
Hamilton* 283.13 1.86 14.67 0.00  Nov-20
Kingston 199.50 0.71 10.77 0.00 Nov-20
Kitchener-Cambridge-Waterloo 263.81 2.14 17.75 0.00 Nov-20
London 231.16 1.60 13.93 0.00 Nov-20
Oshawa 269.13 2.03 18.14 0.00  Nov-20
Ottawa-Gatineau* 205.25 1.32 18.72 0.00 Nov-20
Peterborough 242.93 0.12 11.68 0.00 Nov-20
St. Catharines - Niagara 257.86 2.26 14.55 0.00  Nov-20
Greater Sudbury 215.91 0.82 12.95 0.00 Nov-20
Thunder Bay 203.50 -0.93 8.18 -0.93  Oct-20
Toronto* 280.99 0.78 10.32 0.00  Nov-20
Windsor 214.46 2.81 18.86 0.00  Nov-20
Quebec
Montréal* 212.43 1.42 14.48 0.00  Nov-20
Québec City* 195.50 0.66 5.90 0.00  Nov-20
Sherbrooke 185.19 2.52 9.22 0.00 Nov-20
Trois-Riviéres 185.66 -0.79 6.93 -0.79  Oct-20

* Included in the Composite 11-City Index
Source: housepriceindex.ca, Murenbeeld & Co.
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Consumer credit contracted has contracted since April, but mortgage credit and business
credit has continued to expand, by 5.7% and 3.0% respectively (in September).

Canada Consumer Credit Growth
Percent change year-over-year
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Canada Consumer Credit
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Canada Business Credit Growth

Percent change year-over-year
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Canada — Monetary Policy

The Bank of Canada’s
balance sheet totaled $545
billion on December 16.

Highlights from the BoC’s
December 9 meeting
statement: — The Bank of

will continue its QE program
until the recovery is well
underway and will adjust it as
required to help bring inflation
back to target on a sustainable

|CEconomics

basis. We remain committed to
providing the monetary policy
stimulus needed to support
the recovery and achieve the
inflation objective.

Canada today maintained |Bank

of Canada Assets
SCAD

M Government of Canada Securities ... | e

Mortgage Bonds
M Securities Purchased Under Resale Agreements
I Provincial Money Market & Commercial Paper

M Other Assets |I ‘l

its target for the overnight | "°"*:
rate at the effective lower 0.6T1
bound of 7z percent, 0.5T4
with the Bank Rate at %

percent and the deposit 400B
rate at V4 percent. The

Bank is maintaining its 3008
extraordinary forward 5008
guidance, reinforced

and supplemented by its
quantitative easing (QE)
program, which continues

].OOB L] "-’I‘- iIl
8 |1111]]1]

Bankers Acceptances

Totaled $545
. billion as of
- December- 46

, Mar Jun Sep Dec
at its current pace of at 2020
least $4 billion per week... | Source: Bloomberg, Capitalight.co
... Canada’s economic
recovery will continue \;(l:ﬁskly change of Bank of Canada Total Assets
to require extraordinary
monetary policy support. 60B
The Governing Council 0B
will hold the policy interest
rate at the effective lower 40B
bound until economic slack | 308
is absorbed so that the 2 - | | 77777 7
percent inflation target is
sustainably achieved. In 108 LT |I|I| I """""
our October projection, 0<—.—-~.~----.-l : I ~ I ~I-I—I-.---—I.-'---"--»'-l-ll--“ ------
this does not happen until _10B
into 2023. To reinforce “Mar ~Jun " Sep " Dec
2020

this commitment and keep
interest rates low across

Source:

Bloomberg, Murenbeeld & Co.

the yield curve, the Bank

Target Rate .25%

Next meeting January 20, 2021
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Canada — Equity Markets

S&P/TSX Composite Index

M s&p/TSX Composiite Index
| 50-day moving aiverage

2010 ‘ 2011 ‘ 2012 | 2013 ‘ 2014 ’ 2015 ‘ 2016 ‘ 2017 ’ 2018 ‘ 2019 ‘ 2020 ’
Source: Bloomberg, Murenbeeld & Co.

S&P/TSX GICS Sectors

(percent change)
Value on Year to

12/29/20 Date 1-Month  3-Month  6-Month 1-Year 5-Year

S&PITSX | 17543.43 2.81 2.05 882  13.07 260  33.49
Energy | 1495.16] -30.50 0.44 1353 2.87 3044 2471
Materials | 2940.33]  19.30 281 417 423 1850 9118
Industrials | 4128.33]  15.74 3.02 713 2128 1536 93.92
Cons Disc | 2541.63] 1550 656 2156 3109 1511 3832
Cons Stap | 5595.40]  4.42 073 445 3.79 3.76 3120
Health Care | 268.76] 2479  -11.76 _ 27.90 943 -21.06 | G0
Financials | 2814.07]  -2.70 189 1566 18.88  -2.95  27.69
Info Tech | 918.46]  85.72 614 1081 1478 8506 008
Telecom | 144494 753  -0.89 328 410 775  12.63
Utilities | 2741.70]  11.05 088 495 1532 1095  50.11

Data as of December 29, 2020
Source: Bloomberg, Murenbeeld & Co.

The S&P/TSX is within striking distance of setting a new high. The Information Technology
sector has increased a stellar 85.7% year-to-date. The Materials, Industrials, Consumer
Discretionary, and Utilities sectors have all had double digit gains this year.
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Canada — S&P/TSX GICS Sectors
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S&P/TSX Consumer Staples Index

P/TSX Health Care Index ‘
&P/ TSX Consumer Staples Index lay. moving average
0-d: 0-day moving average
) | 200y o prere |
50
000 B
y 10004
L o~ -
5004 pnd? <
1000.
‘ ‘ ‘ ‘ 2010 [ 2011 | 2012 [ 2013 | 2014 [ 2015 | 2016 ‘ 2017 | 2018 | 2019 | 2020
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 Source: Bloomberg, Murenbeeld & Co.
Source: Bloomberg, Murenbeeld & Co.
S&P/TSX Financials Index S&P/TSX IT Index
SUA &P/ TSX Financials Index |

0-day moving a
I 200-day moving average

3

M 58P/TSX Information Technology Index ’

0-day moving average

80 ng pverage- | r
f

1: 4 | - M
16004 4 ’m\\g= j
e

2010 ‘ 2011 | 2012 | 2013 | 2014 ‘ 2015 | 2016 [ 2017 | 2018 [ 2019 | 2020 [
Source: Bloomberg, Murenbeeld & Co.

2010 [ 2011 2012 [ 2013 2014 2015 | 2016 [ 2017 | 2018 [ 2019 2020 ‘
Source: Bloomberg, Murenbeeld & Co.

S&P/TSX Telecommunications Index S&P/TSX Utilities Index

Index.
erage
verage

16004

M 5gp/TSX Utilities Index
0-day moving average

| i it

-day moving

N/

2010 | 2011 | 2012 ‘ 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 [ [ ‘ ‘
Source: Bloomberg, Murenbeeld & Co. 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: Bloomberg, Murenbeeld & Co.

Capitalight.co



E ic Moni £
ecember 30,2020 |C+Economics
US — Economic Indicators
US Gross Domestic Product
Annualized growth rate
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Source: Bloomberg, Murenbeeld & Co.

The first estimate
of US GDP showed an
increase of 33.4% in

Q3 (annualized) after 19T+
a 31.4% decline in Q2.
The US economy is still 1851+

$657 billion below the

$19.3 trillion peak in Q1.

The Federal Bank
of Alanta’s GDPNow
model estimates Q4

us

Trillions, SAAR

18T

17.5T4

GDP

$19 3 trillion

$657 billion

$18.6 trillion

growth at 10.4% ¢ T ¢ @ ¢ @ ® @ ® a @
2015 2016 2017 2018 2019 2020
Source: BEA, Bloomberg, Murenbeeld & Co.
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US - Economic Indicators
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Household Consumption added
25.2% to GDP in Q3, the majority of
this increase was in the Service sector.
Business Investment added 11.8%,
Inventories accounted for 6.6% of
this increase however. Government
Consumption subtracted 0.8% and Net-
Exports subtracted 3.2%.

C: Household Consumption

28% 1.4% 21% 1.8% 1.1% 1.3% 2.5% 1.8% 1.1% -4.8% -24.0'%4 25.2% C**
<«—Contribution to
GDP % mDurable Goods
mNondurable Goods
mServices
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Source: BEA.gov, Murenbeeld & Co. Average of last 12 quarters: 1.02%
G: Government
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m State/Local
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|CEconomics

Contribution to GDP in Recent Quarters
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Average of last 12 quarters: -.18%
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United States — Other Economic Indicators

US Leading Indicator

Percent change month-to-month
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US ISM Manufacturing Index
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US ISM Service Sector Index
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US Retail Sales

Percent change year-over-year
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Increased 4.1\% ;
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Source: Bloomberg, Murenbeeld & Co.

The leading indicator remains positive month-to-month. Industrial Production remains below
2019 levels but other indicators including ISM manufacturing and service indices, Industrial
Capacity Utilization and Retail sales have all recovered to above pre-coronavirus levels.
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United States — Other Economic Indicators

The US Consumer
Confidence Index has
remained surprisingly buoyant
throughout the lockdown ...

... the Small Business
Optimism Index has
rebounded to pre-
lockdown levels ...

... and the Home Builders
Optimism Index has
rebounded to new highs.

|CEconomics

US Consumer Confidence Index
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Home Builder Optimism Index
National Association of Home Builders Market Index
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United States — Housing Data

US Housing Starts

Thousands of dwelling units
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Case-Shiller Home Price Index
20-city Com posite
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US — Employment Data

The Employment report
stated: Total nonfarm

payroll employment rose

by 245,000 in November,

and the unemployment rate
edged down to 6.7 percent,
the U.S. Bureau of Labor
Statistics reported today. These
improvements in the labor
market reflect the continued
resumption of economic activity
that had been curtailed due to
the coronavirus (COVID-19)
pandemic and efforts to
contain it. However, the pace
of improvement in the labor
market has moderated in
recent months. In November,
notable job gains occurred

in transportation and
warehousing, professional and
business services, and health
care. Employment declined in
government and retail trade.

US Job Creation
Net monthly change, thousands
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US - Household Debt

Credit card debt declined 8.4%(y-o-y) in Q3. However, mortgage (4.5%), auto loan
(3.4%), and student loan (3.2%) debt continued to expand.

US Household Debt US Mortgage Debt
USS$ Trillions
H 10.0
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US - Inflation

US Headline CPI
increased 1.2% and core
CPI 1.2% in November,
both up from recent lows.

US Producer Price
Inflation has been
negative since March.

PCE Inflation (the Fed’s
favourite inflation indicator)
is well below the Fed’s 2%

target — the Fed’s revised
policy is to let inflation run
moderately above 2%,

so that the average over
time is around 2%.

|CEconomics

US Consumer Price Inflation

Percent change year-over-year
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US — Monetary Policy

The statement following the Fed’s December
16 meeting was not significantly different from
the previous statement, but it notably stressed
that: The Committee decided to keep the target
range for the federal funds rate at 0 to 1/4
percent and expects it will be appropriate to
maintain this target range until labor market
conditions have reached levels consistent
with the Committee’s assessments of
maximum employment and inflation
has risen to 2 percent and is on track to
moderately exceed 2 percent for some
time. ... the Federal Reserve will continue to
increase its holdings of Treasury securities by
at least $80 billion per month and of agency
mortgage-backed securities by at least $40
billion per month until substantial further
progress has been made toward the
Committee’s maximum employment and
price stability goals... (bolding added).

The statement and Powell’s press
conference following the meeting were widely
interpreted to be quite dovish, particularly so
in light of the fact that vaccines are now being

|C+Economics

distributed and that the economic outlook for
2021-H2 has accordingly improved.

The dot-plot spreadsheet we use to track Fed
participants’ FF-rate projections is included
below. It shows, see the December 2020
panel, that the weighted-average of the FF-
rate projections (i.e., of what each participant
believes to be the appropriate FF-rate for year-
end) is essentially unchanged through 2022,
and is no more than 13 basis points higher at
the end of 2023.

Federal Reserve Assets
$ US Trillion

T B US Treasury Securities
Mortgage-Backed Securities
6T+ | mOther Assets
M Central Bank Swap Lines
5T<- Repurchase Agreements
Liquidity to Markets

'08'09|'10 | '11 | '12 | '13 | '14 | '15 | '16 | '17 | '18 | '19 | '20
Source: Federal Reserve, Bloomberg, Murenbeeld & Co.
FOMC Projections for Federal Funds Rate
June 2020 September 2020 December 2020
Target FF Target FF Long Target FF Long Target FF Long
Year-end Year-end | 2020 | 2021 | 2022 Run Year-end | 2020 | 2021 | 2022 | 2023 Run Year-end | 2020 | 2021 | 2022 | 2023 Run
0.00 0.00 0.00 0.00
0.25 0.25 17 17 15 0.25 17 17 16 13 0.25 17 17 16 12
0.50 0.50 1 0.50 2 0.50 1 3
0.75 0.75 0.75 1 1 0.75 1
1.00 1.00 1.00 1.00
1.25) 1.25 1 1.25 1.25 1
1.50 1.50 1.50 1 1.50
1.75) 1.75 1.75 1.75
2.00 2.00 1 2.00 1 2.00 1
2.25 2.25 3 2.25 3 2.25 3
2.50 2.50 9 2.50 9 2.50 9
2.75 2.75 1 2.75 1 2.75 1
3.00 2 3.00 2 2
3.25 .
3.50
3.75
FOMC 17 17 17 17 17 \K
FF-Rate
W-Ave 0.25 0.25 | 0.28 0.25 | 0.26 | 0.38
Median 0.10 0.10 | 0.10 0.10 | 0.10 | 0.10
Headline PCE 1.60 1.70 | 1.80 1.80 | 1.90 | 2.00
Core PCE 1.50 1.70 | 1.80 1.80 | 1.90 | 2.00
Real FF -1.35 -1. 0. -1.45 -1.52 -1, -1.55 -1.64 -1.62
Source: Federal Reserve, Murenbeeld & Co: S——
(How to read the table: Each column indicates the number of Fed participants who feel the accompanying FF-rate (upper bound) is the appropriate rate for year-end.”
For example, at the December 2020 meeting all 17 participants deemed 0.25% to be the appropriate FF-rate at year-end 2020, and year-end 2021.
A similar analysis holds for 2022 year-end, 2023 year-end, and the Long Run.
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US - Trade Balance

The US Trade Deficit Is
near record highs. It has
declined against China
and Japan however..

US Trade Balance With China
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US Trade Balance With World
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US - Equity Markets

S&P 500 Index

M s&P 500 Index
3500 M 50-day Trioving average
200-day moving average

L --------------------------- --------------------

S — S— S— S—

2000 --oeeeeeeee s --------------------------- -----

(R ----------- o

T S T — IS N N— —

2010 2011 ‘ 2012 ’ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ’ 2017 ‘ 2018 ‘ 2019 ’ 2020 ‘
Source: Bloomberg, Murenbeeld & Co.

S&P 500 GICS Sectors
(percent change)

‘;;%:,33 Yez; ';Z 1-Month ~ 3-Month  6-Month  1-Year  5-Year
S&P500 | 3727.04] 1536 291 1082 2022  15.70 _ 80.63
Energy 283.93_ 347 2481 123
Materials | 447.88] 16.08 055 1197 2622 1695  62.40
Industrials | 74008  7.63 016 1374 _ 27.38 7.66 _ 58.60
Cons Disc | 1298.86| 3169 206 7.55  23.53 _ 31.89] 107.11
ConsStap | 691.64] 691 077 493 1502 6.97 3194
Health Care | 1309.07|  10.17 2.57 634 1210 1050 _ 55.70
Financials | 482.11] 573 425 2044 2506 545 4849
Info Tech | 2284.97] 4182 539 1121 2418 4235 | OAONS
Telecom | 221.42] 2190  2.84  13.26 _ 23.09 _ 22.14 4625
Utilities | 312.61] 480  -161 356 894 431  40.60

Data as of December 29, 2020
Source: Bloomberg, Murenbeeld & Co.

The S&P 500 is at new highs, led by the Information Technology, Consumer Discretionary,
Telecom, and Materials sector.
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United States — S&P 500 GICS Sectors

S&P 500 Energy Index S&P 500 Materials Index
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International — Equity Markets

MSCI World Index

Developed World Market Index
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Exchange Rates

The US Dollar has
declined in recent weeks
— a trend we expect
to continue in 2021.

Canadian Dollar
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Government 10-year Bond Yields

Canada Government 10-year Bond
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Commodity Prices
1. BANK OF CANADA COMMODITY PRICE INDICES

BoC Total Commodity Index

20 commodities produced in Canada

700 1
Commodity prices have w0 r’ WV‘\VA,M

generally moved higher, notably w0 w \

precious and base metal prices. 0 W W,nr'/\\‘v(\m
AVadl WH/

200

2010 ’ 2011 2012 ‘ 2013 2014 ‘ 2015 2016 ‘ 2017 2018 ’ 2019 2020 ’
Source: Bloomberg, Murenbeeld & Co.

BoC Total Commodity Less Energy Index BoC Energy Commodity Index

o w

N LAWY L Wﬂ"’m\

mfy, Vo A ] FREY

- W h I
: 2?10 ’ 2011 | 2012 ‘ 2013 | 2014 ‘ 2015 | 2016 ’ 2017 | 2018 ’ 2019 2020’

2010 ’ 2011 2012 ’ 2013 2014 ‘ 2015 2016 ’ 2017 2018 | 2019 2020 ‘
Source: Bloomberg, Murenbeeld & Co.

BoC Agriculture Commodity Index BoC Metals Commodity Index

= A -
= Y, - N ,
260 J Y |\ . 600 JV\PII \V“\‘M‘"‘\“ ‘ N‘\ A/.\. /T

o SN ol
A Al Ty

w v 450

240

2010 2011 2012 ’ 2013 2014 ’ 2015 2016 | 2017 2018 ‘ 2019 2020 ‘

2010 ‘ 2011 | 2012 ‘ 2013 | 2014 ‘ 2015 | 2016 ’ 2017 | 2018 | 2019 | 2020 ’ Source: Bloomberg, Murenbeeld & Co.

Source: Bloomberg, Murenbeeld & Co.

2. OTHER INDICES
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Commodity Prices (continued)

3. METALS

Copper Price Nickel Price
US cents/lb US$/Tonne
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Commodity Prices (continued)
4. ENERGY
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2. OTHER COMMODITY PRICES
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Lumber Price
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Natural Gas Price
Henry Hub, US$/million BTU
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