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QUICK NOTE: *POWELL: IT'S A GREAT TIME FOR FED RISK ASSETS TO ^NOT BE PATIENT
There will be a surplus of commentary on the FOMC, from every and any angle, so I wont dig too much into the details. However,
below are some takeaways, as it pertains to metals, with graphs 1 & 2 just providing a quick & dirty outline of macro assets that performed during the past Fed pauses — the shorter mid-cycle pause in 2016 and the prolonged/end of cycle one in 2006-7.
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The headline was a home run dovish move, on both accounts. 1) There will be no rate hike in 2019 (the market was arguably
‘positioned’ too dovish, pricing in 1 hike in 2019 and 1 in 2010, and they catapulted over these expectations) and 2) Their Balance Sheet is due to end earlier than expected in September AND proceeds from maturing MBS will be reinvested into Treasuries similar to Op Twist (a head nod to “new tools” some Fed officials have hinted at?). Real assets will become increasingly
relevant as a hedge against paper /stocks and protection against super dovish Fed responses which risk stagflationary outcomes.
The markets lead, the Fed follows: The Fed Dot plot shifted to 2.375 in 2019 (from 2.875) closer to where OIS and Fed Funds
futures (expectations) were. Overall, the dots suggest the Fed is around 1 hike away from neutral / cycle top, but again the market will now begin pricing in cuts sooner, rather than later with little-to-no acknowledgement of cuts.
The Feds dovish hike in December—which was interpreted as “not dovish enough” given the subsequent tantrum in risk asset prices—feels like an important inflection point that jolted the FOMC. Theres a need to exceed dovish monetary expectations. Factor in that they hinted at a long pause before a one-and-done final hike in what would be a very contentious election
year, and the final hike looks increasingly unachievable. Market consensus will begin drawing parallels to the 2006/2007 late
cycle long pause (vs the temporary 2016 Fed pause). See charts on page 2 of macro asset performances during those periods.
A Global Fed not a US Fed: Powell acknowledged “risks include Brexit, Trade talks” but “US outlook is positive and favorable”
with “data not currently sending a signal on policy move”. SPX is up >10% since the December FOMC, with UE at 3.8%, CPI at
2.2% and US growth relatively rosier (albeit slower). There is now a distinct greenlight for other major CBs to reinforce the
growing theme of a global dovish policy shift (see past note here), which would further boost the appeal for underweight EM/
EMFX assets providing tailwinds for base metals.
The fine (growth) print: similar to the Feds pause in January and subsequent growth downgrades from other CBs, many will
question what the Fed knows or is worried about that has spurred the need to provide this super dovish tilt. If global growth is a
larger underlying threat than what financial assets are saying, can old tricks, which didn't seem to sustainably work post GFC,
work this time around.

There is now a 9 month greenlight for all risk assets. Again, this global policy shift and the idea of a prolonged Fed pause
leading to a cut, is cyclically bullish real assets (metals), but, not all metals will rise equally, especially given the downgrades to growth profiles. There will be outperformers in the longer run during this late cycle - rate-sensitive & growth
hedges (Gold) and fundamentally tighter metals (Palladium, Copper). In the short-term, the high beta high-fliers like Silver,
Nickel & Zinc—which historically outperformed during both the 2016 and 2006/17 rate pauses – are the ones most likely to
trek paper assets and attack upsides.
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Performances during the last recent but limited Fed pause (2016)

Performances during the last late cycle Fed pause marking the end of
the tightening cycle (2006-2007)

No hikes between Jan 2016 FOMC to Dec 18 2016 hike

No hikes between July 2006 to Aug 2007 (cut)
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The information contained in this presentation is being provided for information and discussion purposes only. An investment decision should not be made solely on the basis of the contents of this
presentation. This presentation is being provided upon the express understanding that no representation or warranty, express or implied, is made, or responsibility of any kind accepted, by The Bank
of Nova Scotia, Scotiabank Europe plc, or any of their respective affiliates (“Scotiabank”TM), their directors, agents or employees with respect to the completeness or accuracy of the information, conclusions and opinions provided herein, or as to the achievement or reasonableness of any projections, targets, estimates, or forecasts and nothing in this presentation should be relied upon as a promise or representation as to the future. Past performance or simulated past performance is not a reliable indicator of future results. Forecasts are not a reliable indicator of future performance.. This
presentation has not been prepared (i) by a member of the research department of Scotiabank, or (ii) in accordance with the legal requirements designed to promote the independence of investment
research. It is considered a marketing communication for regulatory purposes and is solely for the use of sophisticated institutional investors. This presentation does not constitute investment advice or
any personal recommendation to invest in a financial instrument or “investment research” as defined by the UK Prudential Regulation Authority and the UK Financial Conduct Authority, and its content
is not subject to any prohibition on dealing ahead of the dissemination of investment research.
The information contained in this presentation reflects prevailing conditions and our judgment as of the date of the presentation, all of which are subject to change or amendment without notice, and
the delivery of any such amended information at any time does not imply that the information (whether amended or not) contained in this presentation is correct as of any time subsequent to its date.
Scotiabank undertakes no obligation to update or correct any information contained herein or otherwise to advise as to any future change to it. Scotiabank does not provide any applicable tax, accounting or legal advice and in all cases independent professional advice should be sought in those areas.

This presentation incorporates information which is either non-public, confidential or proprietary in nature, and is being furnished on the express basis that this information will not be used in a manner
inconsistent with its confidential nature or be disclosed to anyone other than as may be required by law or to those who have been informed of the confidential and proprietary nature of this presentation. This presentation and its contents are strictly confidential to the person to whom it is delivered and may not be copied or distributed in whole or in part or disclosed by such persons to any other
person without the prior written consent of Scotiabank. This presentation and the information contained herein remain the property of Scotiabank.
This presentation is not and shall not be construed as an offer, invitation, recommendation or solicitation to sell, issue, purchase or subscribe any securities or bank debt in any jurisdiction or to enter
into any transaction. Nothing in this document contains a commitment by Scotiabank to sell, issue, purchase or subscribe for financial instruments, or securities, to provide debt or to invest in any way
in any transaction described herein, or otherwise provide monies to any party. Any participation by Scotiabank in any transaction would only be provided in writing after satisfactory legal, financial, tax,
accounting and commercial due diligence, as well as being subject to internal approval processes. Any transaction implementing any proposal discussed in this document shall be exclusively upon
the terms and subject to the conditions set out in the definitive agreement related thereto.
This presentation is not directed to or intended for use by any person resident or located in any country where the distribution of such information is contrary to the laws of such country. Scotiabank, its
directors, officers, employees or clients may currently or from time to time own or hold interests in long or short positions in any securities referred to herein, and may at any time make purchases or
sales of these securities as principal or agent. Scotiabank may also have provided or may provide investment banking, capital markets or other services to the companies referred to in this presentation.
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and SIPC. The Bank of Nova Scotia is authorised and regulated by the Office of the Superintendent of Financial Institutions of Canada. Scotia Capital Inc. is authorised and regulated by the Investment Industry Regulatory Organization of Canada. The Bank of Nova Scotia and Scotiabank Europe plc. are authorised by the UK Prudential Regulation Authority. The Bank of Nova Scotia is subject
to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential Regulation Authority. Scotiabank Europe plc is regulated by the UK Financial Conduct Authority and the
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