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Week ending May 03, 2024

Market developments

Equities: The economic data to close out the week was seen as a "Goldilocks" scenario by markets, indicating
the economy is cooling enough for the Federal Reserve to likely start cutting interest rates as soon as
September. The S&P 500 rose by approximately 0.55%, surpassing the 5,100 mark, with the Nasdaq
outperforming, fueled by a 6% surge in Apple's stock as they capped off a busy two weeks of corporate
earnings.

Fixed Income: The economic data was seen reviving rate cut expectations and easing recent "stagflation"
fears in markets, as a gradual labour market cooldown could allow the Fed to ease policy later this year if
inflation cooperates. Treasury yields fell sharply, with 2-year yields dropping as much as 17 basis points on
Friday and bond prices ended the week in positive territory as traders now priced in around 50 basis points of
Fed rate cuts this year.

Commodities: The removal of the "war risk premium" that was priced into oil due to escalating tensions
between Iran and Israel. As hopes for a ceasefire between Israel and Hamas grow amid international pressure,
oil prices have given back gains made since early March and lost -7% to end the week.

Performance (price return)

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

S&P/TSX Composite 21,948.68 -0.09% -0.74% 4.10% 4.72%
S&P 500 5,127.79 0.55% -1.61% 3.41% 7.50%
NASDAQ 16,156.33 1.43% -0.74% 3.37% 7.63%
DAX 18,001.60 -0.88% -1.99% 6.40% 7.46%
NIKKEI 225 38,236.07 0.79% -3.08% 5.75% 14.26%
Shanghai Composite 3,104.82 0.52% 1.16% 13.72% 4.37%
Fixed Income (Performance in %)

Canada Aggregate Bond 219.87 0.75% -0.52% -1.13% -2.82%
US Aggregate Bond 2107.00 0.66% -1.01% -1.90% -2.54%
Europe Aggregate Bond 234.94 0.51% -0.13% -0.22% -1.08%
US High Yield Bond 25.03 0.54% -0.01% 0.91% 0.95%
Commodities ($USD)

0il 78.14 -6.81% -8.53% 8.11% 9.06%
Gold 2302.33 -1.52% 0.10% 12.87% 11.60%
Copper 457.05 0.14% 8.98% 19.60% 17.48%
Currencies ($USD)

US Dollar Index 105.05 -0.84% 0.77% 1.09% 3.67%
Loonie 1.3681 0.07% 1.14% 1.62% 3.31%
Euro 0.9288 -0.68% 0.65% 0.20% 2.53%
Yen 152.86 -3.45% 0.76% 3.02% 8.38%

Source: Bloomberg, as of May 03, 2024
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Macro developments

Canada — Canada's GDP Stalls in March 2024, Challenges Persist for Canadian Manufacturing

Despite some sectors like utilities and real estate experiencing growth, Canada's GDP remained unchanged in
March 2024. While there were increases in utilities, real estate, and rental & leasing, these gains were offset by
declines in manufacturing and retail trade. The transportation and warehousing sector saw a significant rise,
thanks to the resumption of activity on rails and increased international travel to Asia. However, the contraction
in the utilities sector and the decline in manufacturing tempered overall economic growth.

Canadian manufacturing faced ongoing challenges in April 2024, with the S&P Global Canada Manufacturing
PMI indicating a contractionary trend for the twelfth consecutive month. Both output and new orders declined,
primarily due to weak demand, especially from global markets. Despite a marginal increase in employment,
inflationary pressures persisted, limiting pricing power. While there was some optimism about future output,
concerns remained regarding the impact of high interest rates on market activity.

U.S. — Fed Maintains Interest Rates Amid Inflation Concerns, U.S. Job Growth Slows in April 2024, U.S.
Services Sector Contracts in April 2024

During its May 2024 meeting, the Federal Reserve opted to keep interest rates unchanged for the sixth
consecutive time, aiming to address ongoing inflationary pressures. Chair Powell expressed confidence in the
current policy's ability to achieve the 2% inflation target, despite a lack of significant progress in recent months.
The Fed also announced plans to reduce the speed of its quantitative tightening, starting from June 1st, in
response to evolving economic conditions.

The U.S. economy added 175,000 jobs in April 2024, marking a significant slowdown compared to the previous
month's upwardly revised figure. While job gains were notable in sectors like healthcare and transportation, the
overall pace of growth fell short of market expectations. This slowdown underscores challenges in maintaining
the brisk pace observed in the first quarter, raising concerns about future economic performance.

April 2024 saw a sharp contraction in the U.S. services sector, as indicated by the ISM Services PMI dropping
to 49.4, the first contraction since December 2022. This unexpected decline, coupled with a similar contraction
in manufacturing, suggests that higher borrowing costs from the Federal Reserve may be exerting significant
pressure on business conditions. Slower growth in new orders and output, along with accelerated job shedding,
highlight the challenges facing the services industry.

International — Eurozone Inflation Remains Stable, Mixed Signals for Eurozone Manufacturing,
Eurozone Unemployment Stays Low and China's Manufacturing Sector Grows

In April 2024, inflation in the Eurozone remained stable at 2.4%, in line with market expectations. While prices
rose faster for food, alcohol, and tobacco, inflation slowed for non-energy industrial goods and services. The
Eurozone's economy expanded by 0.3% in the first quarter, exceeding market expectations, providing room for
the European Central Bank to maintain its current stance on interest rates amidst evolving inflationary
pressures.

Eurozone manufacturing experienced a slight deterioration in business conditions in April 2024, with declines
in new orders offsetting easing output contraction. Although employment levels continued to fall, the rate of
decline moderated. Suppliers' delivery times shortened, while both input costs and output charges decreased.
Despite these challenges, business sentiment strengthened, indicating cautious optimism about prospects.

The Eurozone's unemployment rate remained at a record low of 6.5% in March 2024, in line with market
expectations. Despite this stability, variations persist among major Eurozone economies, with Spain reporting
the highest jobless rate and Germany the lowest. Overall, the Eurozone continues to see improvements in
employment figures compared to a year earlier.
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China's manufacturing sector experienced growth in April 2024, with the Caixin China General Manufacturing
PMI increasing to 51.4. This marks the sixth consecutive month of growth, supported by improved demand
conditions and rising output. However, employment continued to decline amidst ongoing challenges, including
rising input costs and competitive pressures. Despite these obstacles, sentiment weakened slightly, reflecting
concerns over rising costs and increased competition.

Quick look ahead

COUNTRY /

DATE REGION EVENT SURVEY PRIOR
05-May-24 China Ca"égrggégiep'\’” Apr 52.7
05-May-24 China Caixin China PMI Services Apr 52.5 52.7
06-May-24  Eurozone Aggregate PPI MoM Mar -0.4 -1.0
06-May-24  Eurozone Aggregate PPI YoY Mar -7.7 -8.3
07-May-24  Eurozone Aggregate Retail Sales MoM Mar 0.7 -0.5
07-May-24  Eurozone Aggregate Retail Sales YoY Mar -0.2 -0.7
09-May-24 United Kingdom Bank of England Bank Rate 5.25 5.25
10-May-24 United Kingdom GDP QoQ 1QP 0.4 -0.3
10-May-24 United Kingdom GDP YoY 1QP 0 -0.2
10-May-24 Canada Net Change in Employment Apr 20 -2.2
10-May-24 Canada Unemployment Rate Apr 6.2 6.1
10-May-24 China PPI YoY Apr -2.25 -2.8
10-May-24 China CPl YoY Apr 0.1 0.1
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