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* The number of new coronavirus cases and deaths worldwide continues to
rise with no clear sign of slowing, surpassing one-half million and 26,000,
respectively. There are now more cases in the U.S. than China, and cases have
mounted quickly across Europe as well. While the rate of increase in Canada
has been slower than in many other countries, the nation is far from immune
to the pandemic.

Although the rapidly devolving economic situation implies an historic
contraction in the first half of the year, the equally unprecedented policy
response has raised the odds of a substantial snap-back, assuming the number
of new coronavirus cases begins to fade by late April.

The policy response, of course, can’t prevent the massive economic
trauma now unfolding. COVID-19 is a hurricane sweeping not just one or
two regions of the country but the entire global economy. Non-essential
businesses have been ordered shut in California, New York and many other
states, comprising 40% of GDP, while one in five workers and one in three
persons are encouraged to stay home. In Canada, the two largest provinces,
Ontario and Quebec, have undertaken similar measures.

All analysts have struggled to assess the trauma caused by the unprecedented
scale and speed of the dislocations. However, in the past week, the broad
contours of this instantaneous recession and the inevitable recovery are
starting to take shape. With activity in hard-hit industries such as travel,
accommodation, restaurants and entertainment plunging by more than 60%
according to high-frequency data, the U.S. economy is estimated to contract
by one-fifth in March and April. Consequently, real GDP could shrink 5%
annualized in Q1 and by 25% in Q2. To put the latter in context, the worst
quarterly contraction in the post-war era was a 10.0% dive in 1958. The peak-
to-trough contraction unfolding now could be on the order of 8%, or double
what we saw in the Great Recession. For all of 2020, GDP could contract
2.5%, matching that in 2009, though paling in comparison with 1932’s 12.9%
plummet and 1946’s 11.6% tumble. Broadly similar declines are expected in
Canada, though plunging oil and other commodity prices suggest a deeper
3.0% contraction this year. At under $10, the price of Western Canada Select
crude is at historic lows, causing some producers to shut-in production.

The economic downturn could lead to over 8 million job losses in the U.S.,
compared with 8.7 million in the Great Recession. The unemployment rate is

expected to push toward 9% from the current half-century low of 3.5%, shy of the
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Key Messages

The pandemic will trigger
a historic contraction in
the economy in the second
quarter

The equally unprecedented
policy response will spur

a sizeable recovery in the
third quarter, assuming the
pandemic subsides by late
April

After slashing policy rates
by 150 bps in March and
unleashing nearly every
emergency measure in the
playbook, the Fed and the
Bank of Canada will likely
hold rates steady until 2022

10% peak in the Great Recession. The largest single-month spike in the post-war era
was 1.3 ppts in 1949. Nearly one million Canadians could lose their jobs, sending

its jobless rate to 10%.
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* In the absense of a vaccine, the social distancing and business closures now causing
this unique recession will ultimately help to stem the outbreak. China’s Hubei
province and South Korea managed to control the number of new cases after about
five weeks of strict precautionary measures. If other nations, including the U.S., can
successfully bend the outbreak curve by late April, activity could begin to recover by
mid-May.

* While this downturn will be both sharp and painful, the recovery could be
equally forceful, teeing up a 30% annualized rebound in Q3 GDP. After weeks
of near social isolation, people will be itching to make up for lost time when the
panic ebbs. Most importantly, the policy response has been equally swift. An
unprecedented $2.2 trillion of U.S. fiscal measures, weighing in at 10.3% of GDP
(and about $1.6 trillion in direct support or 7.5% of GDP) could eclipse the expected
peak-to-trough decline in GDP. The fiscal measures, including cash payments to
households, increased unemployment insurance benefits, forgivable loans to small
businesses that retain staff, and loans to hard-hit industries such as airlines, should
help to contain insolvencies. The Canadian Government has announced more than
$100 billion in measures (or 5% of GDP), including direct payments to households,
enhanced employment insurance, a 75% wage subsidy and loans for businesses, and
deferred taxes. The provinces have also announced support measures.

* With its no-holds-barred monetary policy response, including a plethora of liquidity
facilities, unlimited QE and unprecedented purchases of corporate bonds, the Fed
has become the lender of last resort to nearly all borrowers. And, with core
inflation likely to ease toward 1%, the prospect of returning to the 2% goal is now
pushed farther into the future, suggesting that policy rates could remain near zero
until 2022. The Bank of Canada has also quickly returned policy rates to near zero,
while pledging to buy BAs and commercial paper to lend to businesses, Canadian
Mortgage Bonds, and even government debt securities, a crisis measure deemed
unnecessary during the last recession.

* Of course, there are still big questions about the course of the outbreak and the
number of smaller businesses that will survive to be in position to rehire. Much will
depend on how aggressively lenders, landlords and governments grant payment
forbearance on loans, rents and taxes. Even if all goes as well as can be expected,
the economy likely won’t recover its output and job losses for some time. Even
with expected 3.5% growth for the U.S. and Canada in 2021, the unemployment
rates could still hover around 5.0% and 7.0%, respectively, next year, dialing their
labour markets back to 2016.

« Still, given the strong policy tailwind, there is at least hope now that another lengthy
expansion can resume once this hurricane passes.
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Forecasts
Annual
(1]} (1) Q3 Q4 Q1 Q2 Q3 Q4 | 2019 2020 2021
CANADA
Real GDP (a/q % chng:ar) 1.0 3.4 1.1 0.3 -6.5 -25.0 30.0 4.1 1.6 -3.0 3.5
Consumer Spending 2.4 0.4 2.0 2.0 -8.8 -324 42.2 3.4 1.6 -4.2 3.8
Business Investment (non-res.) 18.3 -7.7 5.6 -6.3 -5.0 -40.0 25.0 5.0 0.0 -8.3 1.9
Consumer Price Index  (y/y % chng) 1.6 2.1 1.9 2.1 2.0 0.3 0.8 0.9 1.9 1.0 1.9
Unemployment Rate (percent) 5.8 5.6 5.6 5.7 6.4 9.3 8.4 8.0 5.7 8.0 7.0
Housing Starts (000s:ar) 187 224 223 202 208 160 190 203 209 190 225
Current Account Balance (Sbins:ar) -69.4  -33.7  -43.5 -35.0 |-543 -745 -72.1 -67.3 -45.4 | -67.0 -65.0
Interest Rates (average for the quarter : %)
Overnight Rate 1.75 1.75 1.75 1.75 1.25 0.25 0.25 0.25 1.75 0.50 0.25
3-month Treasury Bill 1.65 1.67 1.64 1.66 1.30 0.25 0.20 0.20 1.65 0.50 0.20
10-year Bond 1.86 1.62 1.36 1.52 1.20 0.65 0.70 0.80 1.59 0.85 1.15
Canada-U.S. Interest Rate Spreads (average for the quarter : bps)
90-day -79 -68 -38 5 17 8 3 3 -45 7 3
10-year -80 -72 -43 -28 -18 -5 =5 -4 -56 -8 -3
UNITED STATES
Real GDP (a/q % chng:ar) 3.1 2.0 2.1 2.1 -5.0  -25.0 30.0 2.0 23 -2.5 3.5
Consumer Spending 1.1 4.6 3.1 1.8 -6.5 -31.6 36.6 1.6 2.6 -3.6 3.5
Business Investment (non-res.) 4.4 -1.0 -2.3 -2.5 -5.9  -226 23.7 2.0 2.1 -4.3 3.1
Consumer Price Index  (y/y % chng) 1.6 1.8 1.8 2.0 2.1 0.5 0.5 0.5 1.8 0.9 1.6
Unemployment Rate (percent) 3.9 3.6 3.6 3.5 3.6 8.0 6.3 5.9 3.7 6.0 5.0
Housing Starts (mlns :a.r) 1.21 1.26 1.28 1.44 1.53 1.22 133 1.35 1.30 1.36 1.36
Current Account Balance ($bins:a.r) -548 -505 -502 -439 -427 -353 -342 -340 -498 -365 -340
Interest Rates (average for the quarter : %)
Fed Funds Target Rate 2.38 2.38 2.13 1.63 1.13 0.13 0.13 0.13 2.13 0.38 0.13
3-month Treasury Bill 2.44 2.35 2.02 1.61 1.15 0.20 0.20 0.20 2.10 0.40 0.20
10-year Note 2.65 2.33 1.79 1.79 1.40 0.70 0.75 0.85 2.14 0.90 1.15
EXCHANGE RATES (average for the quarter)
us¢/cs 75.2 74.8 75.7 75.8 74.3 68.4 69.8 71.0 75.4 70.9 72.8
CS/USS 1.33 1.34 1.32 1.32 1.35 1.46 1.43 1.41 1.33 1.41 1.37
¥/USS 110 110 107 109 109 101 104 106 109 105 111
USS/Euro 1.14 1.12 1.11 1.1 1.10 1.07 1.09 1.10 1.12 1.09 1.11
USS/£ 1.30 1.29 1.23 1.29 1.28 117 1.19 1.20 1.28 1.21 1.25

Blocked areas mark BMO Capital Markets forecasts
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Risk and Volatility Spike Higher

Credlt Spreads Surge

United States (as of March 26, 2020)
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Chart 3
Equity Bear Market

(indices : as of March 27, 2020)
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Chart 5
Many Commodities Hammered

Commodity price range since start of 2019

Materials & Foodstuffs Metals & Energy
(as of March 26, 2020) (as of March 26, 2020)
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United States (ppts : as of March 26, 2020)
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Chart 4
Loonie Laid Low

(US¢ : as of March 27, 2020)
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Chart 6
0il Hits Two-decade Low

(US$/bbl : as of March 27, 2020)
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Chart 7
Growth Plummets
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Chart 9
Investment Plunges
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Chart 11
So Much For Worker Shortages
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Chart 8
Consumers Stay Home
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Chart 10
Housing Markets Were Rising
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Chart 12
Inflation To Fall Further

Consumer Price Index (y/y % chng)
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Chart 13
Monetary Medicine U.S. Treasury Rates Hit All-time Lows
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General Disclosures

"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in
the U.K., Bank of Montreal Europe Plc in Ireland and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Limited, Bank of Montreal Europe Plc and BMO Capital Markets Corp are affiliates.
BMO does not represent that this document may be lawfully distributed, or that any financial products may be lawfully offered or dealt with, in compliance with any regulatory requirements in other jurisdictions, or
pursuant to an exemption available thereunder. This document is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local laws or regulations.
Their contents have not been reviewed by any regulatory authority. Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or provide other remunerated services to, many issuers
covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. BMO Capital
Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and complete. However, BMO Capital
Markets makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from
any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this report is not intended to be used

as the primary basis of investment decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This document is not

to be construed as an offer to sell, a solicitation for or an offer to buy, any products or services referenced herein (including, without limitation, any commaodities, securities or other financial instruments), nor shall
such Information be considered as investment advice or as a recommendation to enter into any transaction. Each investor should consider obtaining independent advice before making any financial decisions. This
document is provided for general information only and does not take into account any investor’s particular needs, financial status or investment objectives. BMO Capital Markets or its affiliates will buy from or sell to
customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have a long or short position in many of the securities discussed
herein, related securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely
solely on this report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Dissemination of Economic Publications
Our publications are disseminated via email and may also be available via our web site https://economics.bmo.com. Please contact your BMO Financial Group Representative for more information.
Additional Matters

This report is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local laws or regulations. Its contents have not been reviewed by any
regulatory authority. BMO Capital Markets does not represent that this report may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory
requirements in other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited is exempt from the requirement to hold an Australian financial services licence under the Corporations Act and is regulated by the UK Financial Conduct Authority
under UK laws, which differ from Australian laws. This document is only intended for wholesale clients (as defined in the Corporations Act 2001) and Eligible Counterparties or Professional Clients (as defined in Annex
1l to MiFID II).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein subject to the terms set out above. Any Canadian person wishing to effect
transactions in any of the securities included in this report should do so through BMO Nesbitt Burns Inc.

To U.K./E.U. Residents: In the UK, Bank of Montreal London Branch is authorised and regulated by the Prudential Regulation Authority and the Financial Conduct Authority (“FCA”) and BMO Capital Markets Limited

is authorised and regulated by the FCA. The contents hereof are intended solely for clients which satisfy the criteria for classification as either a “professional client” or an “eligible counterparty”, each as defined in
Directive 2014/65/EU (“MiFID 1I”). Any U.K. person wishing to effect transactions in any security discussed herein should do so through Bank of Montreal, London Branch or BMO Capital Markets Limited; any person

in the E.U. wishing to effect transactions in any security discussed herein should do so through BMO Capital Markets Limited. In the UK this document is published by BMO Capital Markets Limited which is authorised
and regulated by the Financial Conduct Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (1) persons who have professional experience in matters relating to
investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order") or (I1) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all
such persons together referred to as "relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.In an E.U. Member State this document is issued and
distributed by Bank of Montreal Europe plc which is authorised and regulated in Ireland and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional Clients,
as defined in Annex Il to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID 11”).

To Hong Kong Residents: This document is issued and distributed in Hong Kong by Bank of Montreal (“BM0”). BMO is an authorized institution under the Banking Ordinance (Chapter 155 of the Laws of Hong Kong)
and a registered institution with the Securities and Futures Commission (CE No. AAK809) under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong). This material has not been reviewed or
approved by any regulatory authority in Hong Kong. Accordingly the material must not be issued, circulated or distributed in Hong Kong other than (1) except for "structured products" as defined in the Securities and
Futures Ordinance, in circumstances which do not constitute it as a “Prospectus” as defined in the Companies Ordinance or which do not constitute an offer to the public within the meaning of that Ordinance, or (2) to
Professional investors as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules made thereunder. Unless permitted by the securities laws of Hong Kong, no person
may issue in Hong Kong, or have in its possession for issue in Hong Kong this material or any other advertisement, invitation or document relating to the products other than to a professional investor as defined the
Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules.

To Korean Residents: This material is not provided to make a recommendation for specific Korean residents to enter into a contract for trading financial investment instruments, for investment advising, for
discretionary investment, or for a trust, nor does it constitute advertisement of any financial business or financial investment instruments towards Korean residents. The material is not provided as advice on the value
of financial investment instruments or any investment decision for specific Korean residents. The provision of the material does not constitute engaging in the foreign exchange business or foreign exchange brokerage
business regulated under the Foreign Exchange Transactions Act of Korea.

To PRC Residents: This material does not constitute an offer to sell or the solicitation of an offer to buy any financial products in the People’s Republic of China (excluding Hong Kong, Macau and Taiwan, the “PRC").
BMO and its affiliates do not represent that this material may be lawfully distributed, or that any financial products may be lawfully offered, in compliance with any applicable registration or other requirements in
the PRC, or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such distribution or offering. This material may not be distributed or published in the PRC, except under
circumstances that will result in compliance with any applicable laws and regulations.

Singapore Residents: This document has not been registered as a prospectus with the Monetary Authority of Singapore and the material does not constitute an offer or sale, solicitation or invitation for subscription or
purchase of any shares or financial products in Singapore. Accordingly, BMO and its affiliates do not represent that this document and any other materials produced in connection therewith may lawfully be circulated
or distributed, whether directly or indirectly, to persons in Singapore. This document and the material do not and are not intended to constitute the provision of financial advisory services, whether directly or indirectly,
to persons in Singapore. This document and any information contained in this report shall not be disclosed to any other person. If you are not an accredited investor, please disregard this report. BMO Singapore Branch
does not accept legal responsibility for the contents of the report. In Asia, Bank of Montreal is licensed to conduct banking and financial services in Hong Kong and Singapore. Certain products and services referred to
in this document are designed specifically for certain categories of investors in a number of different countries and regions. Such products and services would only be offered to these investors in those countries and
regions in accordance with applicable laws and regulations. The Information is directed only at persons in jurisdictions where access to and use of such information is lawful.

To Thai Residents: The contents hereof are intended solely for the use of persons qualified as Institutional Investors according to Notification of the Securities and Exchange Commission No. GorKor. 11/2547 Re:
Characteristics of Advice which are not deemed as Conducting Derivatives Advisory Services dated 23 January 2004 (as amended). BMO and its affiliates do not represent that the material may be lawfully distributed,
or that any financial products may be lawfully offered, in compliance with any regulatory requirements in Thailand, or pursuant to an exemption available under any applicable laws and regulations.

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished, retransmitted, distributed, disclosed, or otherwise made available, in whole or
in part, directly or indirectly, in hard or soft copy, through any means, to any person, except with the prior written consent of BMO Capital Markets.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST

BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate banking products. BMO serves Canadian retail
clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking
services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, (Member FDIC), Bank of Montreal Europe Plc, and Bank of Montreal
(china) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member FINRA and SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in Canada, Europe
and Asia, Bank of Montreal Europe Plc in Europe, BMO Capital Markets Limited in the U.K. and Australia and BMO Advisors Private Limited in India.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
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