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A Volatile Year: Dow Jones Index B s e
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« Governor Poloz has warned that the closing of the
output gap and any potential tightening is still a very
distant proposition, with Canada not following in the
Fed’s footsteps towards high rates

* High existing consumer debt levels, a weak economic
outlook, and lack of important inflation channels
decrease Bank of Canada (BoC) policy effectiveness

* Q4 growth is now likely to modestly undershoot the
BoC’s 1.5% growth forecast

. . . H ing Start
«  Manufacturing was down by 2% in October, leaving the 240 7 o oUsTng Starts
sector’s overall output essentially flat from last year >
215
* Housing starts have already started slipping, and that
trend should continue in 2017 190
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140 . . : .
Dec-14 Jun-15 Dec-15 Jun-16 Dec-16F
Housing Starts s mma
Source: Statistics Canada, CIBC

Page 4
Source: Marketfield Asset Management, CIBC World Markets,
Statistics Canada, Edmonton Journal, PM.GC.CA



Canada: The Trump Effect [ e

«  The uncertain future of NAFTA and protectionist U.S. // 4 NEXT T WILL BUILD A > 4;'Z
trade policy could delay capital spending decisions for WALLTo &ToP PEOPLE . -aa) #
facilities in Canada aimed at the U.S. market FROM LEAVING... AND ARl

TLL MAKE CANADA
PAY FORIT.

« Trump’s EPA nominee suggests that the new
administration will not be following Canada’s lead in
putting a price on carbon. The incentives may lean to e
locating carbon-emitting activities stateside | 2

g g .

« The U.S. Fed is raising interest rates to contain inflation . ,{&F
come 2018, largely due to an accelerating economy. 8 .‘m»ﬁ
That’s pushing up bond yields in Canada in an /W.
economy that is much further from full employment, =%
pressuring borrowers with higher rates on debt
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* As Canada tries to build a more innovative, services-

oriented economy, it’s going to be more of a struggle to

retain the required top talent here with the tax

advantages an employee relocated south of the border

would garner
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Economic Update: Oil e

Demand Continues to Build

World Oil Demand World Oil Supply
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« U.S. crude oil demand remains ahead of the 5 year running average by 410 MBPD
 Demand has averaged a 1.2 MBPD pace of increase

« Oil Supply forecasted to reach balance by the end of the first quarter in 2017
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U.S. Housing
Last Price
i-| I HUUCIUNT Index 445.00 +3.00 |-b-1000
B HUUCMULT Index 599.00 -13.00
300
599.00
+ U.S. GDP Growth:
Q3: 2.9% '
Q2: 1.4% &
Q1:0.8%
* Q3 growth was at the fastest pace seen since 2014 b0

* Household spending was the greatest contributor of
growth. Consumer confidence at new cyclical high

B MULT/SIN Index - Last Price 1.3461 -.0385 ] i

* Job gains are translating into healthy gains in

spending. Jobless rate: 4% in November 10000
. >0.5000

 Durable goods, specifically autos, grew more than :

16%. Better than Q2’s 9% pace T

2000-2004 2005-2009 2010-2014 2015-2019

* Importantly for the U.S. Fed, annualized core inflation

was 1.7% in Q3 U.S. Single Family Homes Under Construction:

U.S. Multi Family Homes Under Construction:
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U.S. Consumer Confidence o Gurdy
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Unemployment Rate:
Consumer Confidence: Jobs Plentiful Less Hard to Get — Histogram:
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Our most accurate leading indicator: Yield Curve
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Yield Curves
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Source: Bloomberg, CIBC World Markets
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Duration Risk -

Investing When the Monetary Tide Is Turning
Yields Do Not Protect Bondholders from Duration Risks

Number of years of coupon payments needed to cover for capital loss caused by a 1% increase in yield
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Source: Algebris [nvesiments (UK), Bloomberg

Algebris Macro Credit Fund (UCITS)

Page 10



Interest Rate Cycles = Wood Gundy
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Data Used in Chart:
Foreign loan made to U.S. government: 1790, 1792 1794 MNMew England municipals: 1821-5, 1827, 1829-30, 1832-40, 1849-59, 1865-1884.
Average foreign loans made to U.S. government: 1791. Highest grade corporates (RR): 1862-4, 1885-98.
Federal government bonds: 1798-1820, 1860-1. 20-year prime corporates: 1899-1976.
Federal government average new issue: 1841. 20-year treasury bond yield: 1977-2007
F ederal government average market yvield 1842-8.. 10-year treasury bond yield: 2008-present.
MNote: 1821 - U.S. debtinsignificant. 1833 - No federal debt all all. Interpolated 1793, 1795-7, 1822, 1826, 1828, 1831.
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Disclaimers o

CIBC World Markets Inc. has received compensation for investment banking services from Bank of Montreal, Bank of Nova Scotia,
TD Bank, CIBC, National Bank of Canada, Canadian Pacific Railway, Imperial Oil, Fortis Inc, in the past 12 months

CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services from Canadian
Imperial Bank of Commerce, Canadian Pacific Railway, Brookfield Properties Corporation, Imperial Oil, George Weston, Canadian
Tire, Fortis Inc, TransAlta in the next 3 months.

Bank of Montreal, Bank of Nova Scotia. TD Bank company is a client for which a CIBC World Markets company has performed non-
investment banking, securities-related services in the past 12 months.

CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services from Bank of Montreal,
Bank of Nova Scotia, TD Bank in the past 12 months.

CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1% or more of a class of

equity securities issued by Bank of Montreal, Bank of Nova Scotia, TD Bank, CIBC, National Bank of Canada, Canadian Pacific
Railway, Canadian Tire, Fortis Inc, TransAlta

A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this research report has
provided services to Canadian Imperial Bank of Commerce, National Bank of Canada for remuneration in the past 12 months.

A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World
Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, director or advisory board member of
Canadian Imperial Bank of Commerce, Canadian Pacific Railway, TransAlta or one of its subsidiaries.

Yields/rates are as of December, 31, 2016 and are subject to availability and change without notification. Minimum investment
amounts may apply.

Insurance services are available through CIBC Wood Gundy Financial Services Inc. In Quebec, insurance services are available
through CIBC Wood Gundy Financial Services (Quebec) Inc.

Clients are advised to seek advice regarding their particular circumstances from their personal tax and legal advisors.
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Questions?

Poland Advisory Group

Suite 600, 607 8th Ave SW
Calgary, AB T2P 0A7
www.toddpoland.com

This information, including any opinion, is based on various sources believed to be reliable, but its accuracy cannot be guaranteed and is subject to change. CIBC and CIBC World Markets Inc., their affiliates, directors, officers
and employees may buy, sell, or hold a position in securities of a company mentioned herein, its affiliates or subsidiaries, and may also perform financial advisory services, investment banking or other services for, or have
lending or other credit relationships with the same. CIBC World Markets Inc. and its representatives will receive sales commissions and/or a spread between bid and ask prices if you purchase, sell or hold the securities referred to
above. © CIBC World Markets Inc. 2017. If you are currently a CIBC Wood Gundy client, please contact your Investment Advisor.
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