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Containment Up, Markets Down

Fear gripped global equity markets today with the S&P 500 on
track for its worst week since last March (Chart 1), as several
European countries announced new restriction measures aimed
at slowing the surge in new coronavirus cases in the region
(Chart 2).

El s&P 500: On track for its worst week since March...

S&P 500 weekly price return
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H ... with the announcement of new containment measures...

COVID-19 New Cases & Deaths (Canada, US, Europe, 7-day moving average)
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The economic and stock market recovery will remain tenuous
unti a more permanent solution to COVID-19 becomes
apparent. This has been our message for several months and
today was a symptomatic display of that fragility. Furthermore,
the measures announced over the last few hours remain in line
with our base-case scenario, which calls for the use of more
targeted restrictions (i.e. less damaging for the economy), not a
return to the total lockdown of early 2020.

In fact, the new European measures are similar to those
announced by the Quebec government earlier in October: four
weeks of closures of restaurants, bars, cinemas, gyms;

restrictions on gatherings; while keeping most businesses and
schools open. The silver lining is that this approach appears to
have had some success in the province as cases have since
stabilized (Chart 3).

... similar to those introduced in Quebec early October

Tracking COVID cases: Quebec
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In any event, it is important to keep things in perspective. Equity
markets are not in capitulation mode but in hesitation mode,
and this has been the case for the last three months. For
instance, the S&P 500 has gone up and down by nearly 10%
around its pre-covid level since August, with a net performance
of exactly 0.00% over the period (Chart 4).

Markets have been hesitant for three months
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In short, markets are likely to remain hesitant until a date can be
put on the arrival of a permanent solution to the pandemic.
There is no way to know for sure when that will be, but recent
news surrounding vaccine research remains generally positive
as evidenced by the increased likelihood of a vaccine being
available by the end of Q1-2021 (Chart 5, next page). To be
continued.
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H Progress in vaccine research continues

When will enough doses of FDA-approved COVID-19 vaccine(s) to inoculate
25 million people be distributed in the United States?
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General

The present document was prepared by National Bank Investments Inc. (NBI), a wholly owned subsidiary of National Bank of Canada.
National Bank of Canada is a public company listed on the Toronto Stock Exchange (NA: TSX).

The information and the data supplied in the present document, including those supplied by third parties, are considered accurate at
the time of their printing and were obtained from sources which we considered reliable. We reserve the right to modify them without
advance notice. This information and data are supplied as informative content only. No representation or guarantee, explicit or implicit,
is made as for the exactness, the quality and the complete character of this information and these data. The opinions expressed are
not to be construed as solicitation or offer to buy or sell shares mentioned herein and should not be considered as recommendations.
The opinions are not intended as investment advice nor are they provided to promote any particular investments and should in no way
form the basis for your investment decisions. National Bank Investments Inc. has taken the necessary measures to ensure the quality
and accuracy of the information contained herein at the time of publication. It does not, however, guarantee that the information is
accurate or complete, and this communication creates no legal or contractual obligation on the part of National Bank Investments Inc.

NBI or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration
for its services. As well NBI and its affiliates and/or their officers, directors, representatives, associates, may have a position in the
securities mentioned herein and may make purchases and/or sales of these securities from time to time in the open market or otherwise.

This document is for distribution only under such circumstances in Canada and to residents of Canada as may be permitted by
applicable law. This document is not directed at you if NBI or any affiliate distributing this document is prohibited or restricted by any
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBI is
permitted to provide this document to you under relevant legislation and regulations.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments (the “Funds”).
Please read the prospectus of the Funds before investing. The Funds’ securities are not insured by the Canada Deposit Insurance
Corporation or by any other government deposit insurer. The Funds are not guaranteed, their values change frequently and past
performance may not be repeated.

© 2020 National Bank Investments Inc. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior
written consent of National Bank Investments Inc.

® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under license by National Bank
Investments Inc.
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