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Portfolio Strategy
Here’s Why You Want to Own Canada

OUR TAKE: [Positive]. Let’s face it, despite some recent outperformance, Canadian
equities have performed poorly relative to their US peers over the last decade. However,
the last time we hit such levels of sustained underperformance, the 2000-2010 TSX
outperformance cycle was about to start.

As often advertised in the investment industry: past performance is no guarantee of
future results – which is obviously good news for Canada. With world/US economic
activity expected to expand at a pace not seen in years, we believe Canadian equities
are well positioned to outperform US stocks going forward. We highlight five reasons
why you should OW Canada and flag our Top-30 large cap quant list.
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Here’s Why You Want to Own Canada 

Let’s face it, despite some recent outperformance, Canadian equities have performed poorly relative to their 

US peers over the last decade. As illustrated in Exhibit 1, the TSX index underperformed the S&P 500 in 

nine of the last 10 years (currency adjusted). In fact, its most recent outperformance on a calendar year (CY) 

basis was in 2016, when oil prices (and global growth) rebounded sharply. After such a bad stretch, the TSX 

10-yr CAGR (+3.0% in CAD; +0.4% in USD) is trailing that of the S&P 500 (+11.5%) by more than 1,100bp, 

which is two-standard deviation below the mean as illustrated in Exhibit 2. The last time we hit such levels 

of sustained underperformance, the 2000-2010 TSX outperformance cycle was about to start. 

As often advertised in the investment industry: past performance is no guarantee of future results – which is 

obviously good news for Canada. With world/US economic activity expected to expand at a pace not seen in 

years, we believe Canadian equities are well positioned to outperform US stocks going forward. Here are 

five reasons why you should OW Canada. 

#1) High Exposure to Global Growth 

After a painful 2020, GDP growth is set to accelerate strongly around the world this year. Pillars of growth 

are well-known: excess liquidity, huge monetary and fiscal support, lockdowns abating, and vaccinations 

accelerating. As illustrated in Exhibits 3 and 4, GDP growth and revisions to forecasts are both extremely 

strong. In fact, the U.S. economy is poised to grow at a 5.6% clip in 2021 according to consensus forecasts, 

which would mark its strongest expansion since 1984. Moreover, above-trend growth (+4.0%) is also 

forecasted for 2022. By means of comparison, the rebound post financial crisis occurred in smaller 

amplitude (+2.6%) in 2010 and was followed by a scant 1.6% the year after. Canada is also expected to 

rebound strongly, with consensus calling for GDP growth of 5.3% this year and 4.0% next year. That bodes 

well for the TSX, which generated just shy of 60% of its sales outside Canada between 2017 and 2019 (i.e. 

pre-pandemic years). To provide some perspective, foreign sales account for just over 40% of the S&P 500 

total revenues, making the TSX more of a play on global growth.  

Exhibit 1: TSX Total Return Performance Relative to S&P 
500 (USD) 
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 

Exhibit 2: TSX vs. S&P 500: 10-Year CAGR Spread (USD) 
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 
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# 2) Relative EPS Momentum Shifting in Canada’s Favor 

In the past 10 years, the outperformance of US equities relative to Canada was supported by superior 

earnings momentum (see Exhibit 6). More specifically, the ratio between S&P 500 12-M forward EPS and 

TSX 12-M forward EPS (USD) was rising at a steady clip (blue line on the chart), which provided more 

support to US stocks (red line). More recently, however, we note a sharp reversal in the relative earnings 

momentum, where Canadian forward earnings are now rising faster than their US peers (i.e. the blue line is 

now falling). As shown in Exhibit 7, the reversal appears mainly driven by the acceleration in commodity 

prices. Hence, if commodity prices continue to trend higher as we expect, the TSX should maintain its 

nascent earnings leadership over the S&P 500, giving strong support to price leadership as well. 

  

Exhibit 3: Global GDP – From Contraction to Expansion 
(consensus estimates) 
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 

Exhibit 4: Revisions to Consensus GDP Forecasts (bp) 
 

As at Mar. 19, 2021 2021 GDP 2022 GDP 2021 GDP 2022 GDP

World +20 -5 +40 +40

US +70 +30 +170 +85

Canada +60 -10 +90 +55

Eurozone +0 +5 -40 +40

UK +10 +20 -60 +120

Japan +10 +0 +10 +15

Australia +20 +0 +50 +15

Emerging Markets +7 +3 +22 +11
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 

Exhibit 5: TSX Foreign Revenues as a % of Total Revenues (Pre-pandemic) 

FY 2016 FY 2017 FY 2018 FY 2019

Energy 60% 59% 59% 59%

Materials 86% 83% 85% 65%

Industrials 58% 61% 62% 65%

Discretionary 68% 69% 72% 72%

Staples 35% 39% 46% 43%

Healthcare 83% 80% 78% 77%

Financials 56% 60% 59% 58%

Technology 90% 92% 88% 96%

Telecoms 0% 0% 1% 1%

Utilities 51% 57% 67% 73%

Real Estate 39% 42% 42% 28%

Total 56% 58% 59% 56%  

Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 
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#3) Canada Has the Sectors You Want to Own  

Financials/banks: Stars are aligning. The sector accounts for 32% of the TSX index. As we have 

indicated in the past few months, we believe the outlook for Canadian Financials/banks stocks is improving. 

The sector should benefit from a strong bounce in GDP growth over the next several years, intense real 

estate/mortgage activity, a steepening curve, and strong capital market activity (surging volumes of equity 

transaction, bouncing M&A, IPOs and secondary issues). Moreover, Canadian banks increased their 

provisions for credit losses massively last year as they anticipated high loan losses. Yet, consumer 

bankruptcies, instead of rising due to the pandemic, dropped 30% last year. The Q1/21 earnings season 

already saw some tentative signs that banks might release some previously booked PCL charges back into 

earnings. In our view, this increases odds that authorities (OSFI) will give banks the greenlight to raise their 

juicy dividend over the summer (already yielding 3.5% to 4.5%). On top of attractive valuation levels (banks 

at 10.8x forward P/E vs 16.3x for the market), outperformance potential remains high.   

Exhibit 6: S&P 500 vs TSX: Fwd. EPS Ratio and Relative 
Performance 
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Source: Scotiabank GBM Portfolio Strategy, Refinitiv, Bloomberg. 

Exhibit 7: CRB Index vs. S&P 500 to TSX Fwd EPS Ratio 
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Source: Scotiabank GBM Portfolio Strategy, Refinitiv, Bloomberg. 

Exhibit 8: TSX Financials EPS Growth: Banks vs Insurance 
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Source: Scotiabank GBM Portfolio Strategy, Refinitiv 

Exhibit 9: Canadian Banks Relative Fwd P/E Ratio 
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Source: Scotiabank GBM Portfolio Strategy, Refinitiv, Bloomberg. 

EQUITY RESEARCH | DAILY EDGE
Monday, March 22, 2021, Pre-market

4



 

 
 

 

 
 

Resources stocks: Back to life. Energy and Materials have a combined weighting of 24%. As the US 

Congress recently approved the US$1.9T stimulus bill, the Biden’s administration could now turn its focus on 

to another campaign promises: a multi-trillion-dollar infrastructure package. President Biden promised during 

the Presidential election to invest US$2T over 10 years in infrastructure and clean energy. The US is far 

from alone investing in green energy and infrastructure: multiple countries are taking cues from the same 

playbook, which we believe will boost demand for all types of commodities. After almost a decade of 

diminishing capex in the global mining industry, the supply response could be somewhat slow to materialize 

as shown in Exhibit 10. We believe this could be extremely supportive for commodity prices. In the energy 

market, we note that while WTI is back near its 2018 high, TSX Energy stocks are still hovering near their 

2016 lows, when oil was trading around US$25/bbl. We think a sustained US$60/bbl environment is likely. 

As illustrated in Exhibit 13, sell-side consensus forecasts remain in catch-up mode, with 2021 forecasts still 

around US$57/bbl. Industrials stocks (12% weighting) should also benefit from accelerating North American 

growth. 

  

Exhibit 12: WTI Above $60, But EN Stocks Still Near 2016 
Lows 

 

 

 

 

Source: Scotiabank GBM Portfolio Strategy, chart courtesy of StockCharts.com. 

Exhibit 13: Spot WTI Price vs. Sell-Side Consensus 
(US$/bbl) 
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Source: Scotiabank GBM Portfolio Strategy, FactSet. 

Exhibit 10: Expansion Capex by Commodity vs. Equal-
Weighted Commodity Price Index 
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Source: Scotiabank GBM estimates, Wood Mackenzie, Bloomberg. 

Exhibit 11: Copper Content per Vehicle 
 

 

 

 

 

 

 

 

Source: Copper Development Association Inc. 
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#4) Relative Valuation Stands at Rock Bottom Levels 

Exhibit 14 speaks for itself. On a 12-M forward P/E basis, the TSX 

(16.3x) has rarely been cheaper versus the S&P 500 (21.3x), trading 

at a 23% discount. The valuation gap is extremely wide, with ample 

room to mean-revert in coming years. 

#5) Flows Coming Back  

Canadian investors have fled the Canadian equity market in the past 

few years in search of better opportunities. From a Canadian 

standpoint, local investors boosted their foreign equity content, 

buying equity funds/ETFs investing in US and International stocks, 

while domestic funds/ETFs suffered huge outflows. See Exhibit 15. 

Global investors did the exact same in the last few years. Outside of 

2016/2017, inflows have been relatively anemic with 2019 and 2020 

being outright negative (outflows). However, the nascent rotation 

towards Value could clearly play in favor of Canada going forward. 

In fact, we have started to notice some flows into Canadian branded 

equity funds funds/ETFs this year. The bleeding of the past few 

years could be over if the macro landscape improves as we expect.   

Exhibit 15: Canadian Investors Fleeing Canada: Outflows in 
Domestic Equities, Inflows in International Equities (C$M) 
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg. 

Exhibit 16: Foreign Investors Also Selling Canada 
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Source: Scotiabank GBM Portfolio Strategy, Bloomberg, Statistics Canada. 

Exhibit 14: S&P/TSX vs. S&P 500 - 12-M Forward Relative 

P/E 

 

Source: Scotiabank GBM Portfolio Strategy, Refinitiv. 
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Quant Large Caps List 

Our usual TSX Top-30 quant list contains several small and mid cap names that could be hard to buy for 

large foreign institutional investors. Hence, earlier this month, we published a modified version, which picks 

its Top 30 names only from the 120 largest TSX Composite companies. In terms of selection universe, this 

makes it much more in line with the MSCI Canada benchmark. 

 

Exhibit 17: SQoRE Canada Large Caps Top 30 List 

 

Note: Shaded names highlight new additions to the Top 30. 

Source: Scotiabank GBM Portfolio Strategy. 

As at Feb. 26, 2021

SQoRE Percentile 

(Higher = Better)

SQoRE Percentile by Factor

Sector Ticker Company Name 1M Ago 3M Ago

Energy

TOU Tourmaline Oil 89 83 98 72 80 89 38

CNQ Canadian Natural Resources 82 81 62 66 79 78 24

IMO Imperial Oil 81 80 43 90 77 76 6

Materials

     Chemicals

(None)

     Metals & Mining

FM First Quantum Minerals 98 99 96 49 97 97 20

LUN Lundin Mining 94 90 77 47 82 93 62

IVN Ivanhoe Mines 90 91 78 20 41 96 46

TECK/B Teck Resources 87 66 70 98 72 91 12

FR First Majestic Silver 86 70 0 16 62 88 42

     Lumber/Packaging

WFG West Fraser Timber 99 99 99 56 99 96 66

SJ Stella-Jones 83 86 90 55 72 79 79

CCL/B CCL Industries 78 69 68 26 55 83 90

Industrials

FTT Finning 85 67 53 51 31 90 77

TFII TFI 84 88 91 22 85 77 83

CP Canadian Pacific Railway 77 83 89 30 48 63 99

TIH Toromont Industries 70 72 82 27 39 69 99

WSP WSP Global 67 78 55 14 45 58 94

STN Stantec 64 60 79 30 44 73 96

Discretionary

MG Magna 95 89 86 63 91 86 70

DOO BRP 94 94 75 25 89 94 51

CTC/A Canadian Tire 80 82 83 61 75 73 59

Staples

EMP/A Empire 72 74 80 52 91 55 71

Health Care

(None)

Financials

     Banks

BNS Bank of Nova Scotia 79 72 54 84 62 67 85

NA National Bank of Canada 78 72 76 72 72 70 89

CM Canadian Imperial Bank of 75 64 65 87 49 72 76

     Div. Financials

(None)

     Insurance

MFC Manulife Financial 83 78 62 92 85 57 62

IAG iA Financial Corp 73 60 66 91 88 45 55

Technology

LSPD Lightspeed POS 85 85 21 0 60 100 15

SHOP Shopify 68 63 67 6 35 88 80

Communication

(None)

Utilities

H Hydro One 60 67 79 61 40 29 91

Real Estate

FSV FirstService 71 73 84 15 73 71 86
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12-month view on the security. Research Analysts may sometimes express in research reports shorter-term views on these securities
that may impact the price of the equity security in a manner directly counter to the Research Analyst’s 12-month view. These shorter-
term views are based upon catalysts or events that may have a shorter-term impact on the market price of the equity securities
discussed in research reports, including but not limited to the inherent volatility of the marketplace. Any such shorter-term views
expressed in research report are distinct from and do not affect the Research Analyst’s 12-month view and are clearly noted as such.
Ratings
 
 
 

Sector Outperform (SO)
The stock is expected to outperform the average 12-month total
return of the analyst’s coverage universe or an index identified
by the analyst that includes, but is not limited to, stocks covered
by the analyst.

Sector Perform (SP)
The stock is expected to perform approximately in line with
the average 12-month total return of the analyst’s coverage
universe or an index identified by the analyst that includes, but
is not limited to, stocks covered by the analyst.

Sector Underperform (SU)
The stock is expected to underperform the average 12-month
total return of the analyst’s coverage universe or an index
identified by the analyst that includes, but is not limited to,
stocks covered by the analyst.

Focus Stock (FS)
As of April 29, 2019, Scotiabank GBM discontinued the Focus
Stock rating. A stock assigned this rating represented an
analyst’s best idea(s); stocks in this category were expected
to significantly outperform the average 12-month total return
of the analyst’s coverage universe or an index identified by the
analyst that included, but was not limited to, stocks covered by
the analyst.

Other Ratings
Under Review – The rating has been temporarily
placed under review, until sufficient information has
been received and assessed by the analyst.

Tender – As of January 25, 2021, Scotiabank GBM
discontinued the Tender rating.

Risk Ranking
The Speculative risk ranking reflects exceptionally
high financial and/or operational risk, exceptionally
low predictability of financial results, and
exceptionally high stock volatility. The Director
of Research and the Supervisory Analyst jointly
make the final determination of the Speculative risk
ranking.

Scotiabank, Global Banking and Markets Equity Research Ratings Distribution*
 

Distribution by Ratings and Equity and Equity-Related Financings*

48.9%
44.7%

6.4%

30.8% 24.4% 2.9%
Sector Outperform Sector Perform Sector

Underperform
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20%

40%

60%

    * As of February 28, 2021.              Source: Scotiabank GBM.

Percentage of companies covered by
Scotiabank, Global Banking and Markets Equity
Research within each rating category.

Percentage of companies within each rating
category for which Scotiabank, Global Banking
and Markets has undertaken an underwriting
liability or has provided advice for a fee within
the last 12 months.

For the purposes of the ratings distribution disclosure FINRA requires members who use a ratings system with terms different
than “buy,” “hold/neutral” and “sell,” to equate their own ratings into these categories. Our Sector Outperform, Sector Perform,
and Sector Underperform ratings are based on the criteria above, but for this purpose could be equated to buy, neutral and
sell ratings, respectively.
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General Disclosures

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or would subject Scotiabank to any registration or licensing
requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it a solicitation or an
offer to buy or sell any financial instruments or to participate in any particular trading strategy.

No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained in this document except with respect to information concerning Bank of Nova Scotia (TSX: BNS; NYSE: BNS).
This document is not intended to be a complete statement or summary of the securities, markets or developments referred to in this
document. Scotiabank does not undertake to update or keep current the information contained herein, nor make any commitment as to
the frequency of publication.

If you are affected by MiFID II, you must advise us in writing at trade.supervision@scotiabank.com.

Any opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other
business areas or groups of Scotiabank. Any statements contained in this document attributed to a third party represent Scotiabank’s
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and
such use and interpretation have not been reviewed by the third party. Nothing in this document constitutes a representation that any
investment strategy or recommendation is suitable or appropriate to an investor's individual circumstances or otherwise constitutes a
personal recommendation. Investments involve risks, and investors should exercise prudence and their own independent judgement in
making their investment decisions and carefully consider any risks involved.

The financial instruments that may be described in this document may not be eligible for sale in all jurisdictions or to certain categories
of investors. Instruments such as options, derivative products, and futures are not suitable for all investors, and trading in these
instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in
response to fluctuations in interest rates or other market conditions. Foreign currency rates of exchange may adversely affect the value,
price, or income of any security or related instrument referred to in this document. For investment advice, trade execution, or other
enquiries, clients should contact their local sales representative. The value of any investment or income may go down as well as up,
and investors may not get back the full amount invested. Past performance is not necessarily a guide to future performance.

To the full extent permitted by law, neither Scotiabank nor any of its directors, employees or agents accepts any liability whatsoever
for any direct or consequential loss arising from any use of the information or this document. Nothing in this document constitutes
financial, investment, tax, accounting or legal advice. Investors should seek their own legal, financial and tax advice regarding the
appropriateness of investing in any securities or pursuing any strategies discussed in the document. Any prices stated in this document
are for information purposes only and do not represent real-time valuations for individual securities or other financial instruments. There
is no representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect
Scotiabank's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different
assumptions by Scotiabank or any other source may yield substantially different results. All pricing of securities in reports is based on
the closing price of the securities' principal marketplace on the night before the publication date, unless otherwise explicitly stated.

The Research Analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel
and other parties for the purpose of gathering, applying and interpreting market information.

In the normal course of offering investment and banking products and services to clients, Scotiabank may act in several capacities
(including issuer, market maker, underwriter, distributor, index sponsor, swap counterparty, and calculation agent) simultaneously with
respect to a product, giving rise to potential conflicts of interest. Scotiabank uses controls such as information barriers to manage
conflicts should they arise. Scotiabank and its affiliates, officers, directors, and employees may have long or short positions (including
hedging and trading positions), trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or
positions may be inconsistent with the opinions expressed in this document.

Recipients of this document should expect that Scotiabank will from time to time perform services (including investment banking or
capital market services) in connection with the services and activities described in this document and that they may perform services for
and engage in transactions with other market participants, including the issuers of certain of the investments underlying the transactions
herein.

The information in this document has been prepared without taking into account any investor's objectives, financial situation or needs,
and investors should, before acting on the information, conduct independent due diligence when making an investment decision and
consider the appropriateness of the information, having regard to their objectives, financial situation and needs. For further information,
please contact your sales representative.

Scotiabank specifically prohibits the redistribution of this document in whole or in part without Scotiabank's prior written permission, and
Scotiabank accepts no liability whatsoever for the actions of third parties in this respect. Images may depict objects or elements that are
protected by third-party copyright, trademarks and other intellectual property rights.
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Equity research reports published by Scotiabank are initially and simultaneously made available electronically to intended recipients
through its proprietary research website, ScotiaView, e-mail, and through third-party aggregators. The mediums in which research
is disseminated to clients may vary depending on client preference as to the frequency and manner of receiving research reports.
Institutional clients with questions regarding distribution of equity research or who wish to access the proprietary model used to produce
this report should contact Scotiabank at 1-800-208-7666.

As of April 29, 2020, in line with U.S. market practice and in compliance with all applicable regulatory requirements, Scotiabank, Global
Banking and Markets discontinued its policy application of IIROC Rule 3400 (13), the site visit disclosure requirement, for Analysts
employed by Scotia Capital (USA) Inc., its U.S. affiliate.

A list of all investment recommendations in an equity security or issuer that have been disseminated during the preceding 12 months is
available at the following location: gbm.scotiabank.com/disclosures.

Additional Disclosures

Australia: This report is provided in Australia by the Bank of Nova Scotia, an APRA-regulated Authorised Deposit-Taking Institution
(Foreign Bank ADI) holding an Australian Financial Services License (AFSL).

Canada: Distributed to eligible Canadian persons by Scotia Capital Inc., a registered investment dealer in Canada.

Chile: This report is distributed by Scotia Corredora de Bolsa Chile Limitada, a subsidiary of The Bank of Nova Scotia.

Colombia: This report is distributed in Colombia by Scotiabank Colpatria, S.A. as authorized by the Superintendencia Financiera de
Colombia to The Bank of Nova Scotia (“Scotiabank”). Scotiabank and Scotia Capital Inc. promote and advertise their products and
services through Scotiabank Colpatria, S.A. This document does not contain any type of investment advice nor does it aim to provide
advice. This report is prepared by analysts employed by The Bank of Nova Scotia and certain of its affiliates, including Scotia Capital
Inc.

Hong Kong: This report is distributed by The Bank of Nova Scotia Hong Kong Branch, which is authorized by the Securities and Future
Commission to conduct Type 1, Type 4 and Type 6 regulated activities and regulated by the Hong Kong Monetary Authority.

Japan: This research report is provided for information purposes only and it is not intended to solicit any orders for securities
transactions or commodities futures contracts. While we believe that the data and information contained in this research report are
obtained from reliable sources, we do not guarantee the accuracy or completeness of the data and information.

Mexico: The information contained in this report is for informational purposes only and is not intended to influence the decision of the
addressee in any way whatsoever with respect to an investment in a certain type of security, financial instrument, commodity, futures
contract, issuer, or market, and is not to be construed as an offer to sell or a solicitation of an offer to buy any securities or commodities
futures contracts. Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, is not responsible for the outcome
of any investment performed based on the contents of this research report.

Peru: This report is distributed by Scotia Sociedad Agente de Bolsa S.A., a subsidiary of The Bank of Nova Scotia. This report is
prepared by analysts employed by The Bank of Nova Scotia and certain of its affiliates, including Scotia Capital Inc.

Singapore: For investors in the Republic of Singapore, this document is provided via an arrangement with BNS Asia Limited pursuant to
Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited, expert
or institutional investors, as defined under the Securities and Futures Act (Chapter 289 of Singapore). If there are any matters arising
from, or in connection with this material, please contact BNS Asia Limited, located at 1 Raffles Quay, #20-01 North Tower, One Raffles
Quay, Singapore 048583, telephone: +65 6305 8388.

This document is intended for general circulation only and any recommendation that may be contained in this document concerning
an investment product does not take into account the specific investment objectives, financial situation, or particular needs of any
particular person, and advice should be sought from a financial adviser based in Singapore regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation, or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

BNS Asia Limited and/or its affiliates may have in the past done business with or may currently be doing or seeking to do business with
the companies or issuers covered in this report. The information provided or to be provided or actions taken by or to be taken by BNS
Asia Limited and/or its affiliates in such circumstances may be different from or contrary to the discussion set out in this report.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by Scotiabank Europe plc
to persons who are eligible counterparties or professional clients. Scotiabank Europe plc is authorized by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.

United States: United States: Distributed to U.S. persons by Scotia Capital (USA) Inc. or by an authorized subsidiary or affiliate of
The Bank of Nova Scotia that is not registered as a U.S. broker-dealer (a ‘non-U.S. affiliate’) to major U.S. institutional investors only.
Scotia Capital (USA) Inc. accepts responsibility for the content of a document prepared by its non-U.S. affiliate (s) when distributed
to U.S. persons by Scotia Capital (USA) Inc. To the extent that a U.S. person wishes to transact in the securities mentioned in this
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document through Scotiabank, such transactions must be effected through Scotia Capital (USA) Inc., and not through a non-U.S.
affiliate. The information in this document has not been approved, disapproved, or recommended by the U.S. Securities and Exchange
Commission (“SEC”), any state securities commission in the United States or any other U.S. or non-U.S. regulatory authority. None
of these authorities has passed on or endorsed the merits or the accuracy or adequacy of this document. Any representation to the
contrary is a criminal offense in the United States.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable. Scotiabank, together with "Global Banking and
Markets," is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of
Nova Scotia and certain of its affiliates in the countries where they operate, including Scotia Capital Inc., Scotia Capital (USA) Inc.,
Scotiabank Europe plc, Scotiabank (Ireland) Designated Activity Company, Scotiabank Inverlat S.A., Institución de Banca Múltiple,
Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia
Inverlat Derivados S.A. de C.V. – all members of the Scotiabank Group and authorized users of the mark. The Bank of Nova Scotia is
incorporated in Canada with limited liability. Scotia Capital Inc. is a member of the Canadian Investor Protection Fund and regulated by
the Investment Industry Regulatory Organization of Canada. Scotia Capital (USA) Inc. is a broker-dealer registered with the SEC and is
a member of FINRA, NYSE, NFA and SIPC. Scotiabank Europe plc is authorized by the Prudential Regulation Authority and regulated
by the Financial Conduct Authority and the Prudential Regulation Authority. Scotiabank Inverlat, S.A., Institución de Banca Múltiple,
Grupo Financiero Scotiabank Inverlat , Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, and Scotia
Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican financial authorities.

© The Bank of Nova Scotia 2021

This report and all the information, opinions, and conclusions contained in it are protected by copyright. This report may not be
reproduced in whole or in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions contained
in it be referred to without the prior, express consent of Scotiabank, Global Banking and Markets. The Bank of Nova Scotia, Scotiabank,
and Global Banking and Markets logo and names are among the registered and unregistered trademarks of The Bank of Nova Scotia.
All rights reserved.
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