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Canadian Banks - Further Liquidity Relief

In our last note, we highlighted recent measures the Bank of Canada ("BoC") BMO Corporate Debt Strategy

has taken to pump liquidity into the Canadian financial system (see note here). +1(416)-359-7488

Below we discuss additional measures the BoC has taken since then and what it BMO.CorporateDebtstrategy@bmo.com
means for the Canadian Banks.

1) Further amendments to the Term Repo Program. Eligible securities for Bank of Canada Liquidity Provision
the program was previously expanded to include collateral that matches the Toolkit
requirements of the Standing Liquidity Facility. Eligible securities will now sanding

Liquidity
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also include own-name covered bonds, Term ABS and ABCP, but exclude the
non-mortgage loan portfolio. Term repo operations will occur at least weekly
as long as it is necessary.
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2) Launch of the Bankers' Acceptance Purchase Facility ("BAPF"). Starting
on March 23, 2020, the Bank of Canada will conduct secondary market

purchases of 1-month Bankers’ Acceptances issued and guaranteed by |
any Canadian bank and of sufficiently high quality, broadly equivalent to a

minimum short-term credit rating of R-1 (low).

Term
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Source: Bank of Canada

3) Introduction of the Standing Term Liquidity Facility ("STLF"). The BoC had previously announced its intention to
introduce the STLF back in November 2019 and was likely expedited given current market challenges. The STLF will
become effective on March 30, 2020. In addition to the existing Standing Liquidity Facility (SLF), the STLF provides
access to a broader set of eligible counterparties against a broader set of collateral.

Last week on Friday March 20th, TD became the first of the Big 6 to take advantage of the recent change with
regards to the Term Repo program. TD issued two tranches of C$ covered bonds aggregating to $10B ($5B FRN due
Mar-23-2023 and $5B FRN due Sep-23-2021). We think other banks will likely follow suit with similar covered bond
issuances.

As a reminder, OSFI implemented changes with regards to the calculation of covered bond limits for the Canadian
banks back in May 2019. In short, the new calculation method take into account the overcollaterization requirement.
Previously, the cap on the amount of covered bonds that can be issued by federally regulated deposit taking
institutions was set at 4% of total assets. Under the new calculation, 1) the ACM (Assets to Capital Multiple) proxy of
total assets was replaced with on-balance sheet assets, 2) the overcollateralization requirement was included in the
numerator, and 3) the ratio was increased to 5.5% from the previous 4%.

New Covered Bond Limit

Covered Bonds Outstanding 49/ Total Assets Pledged for Covered Bonds
ACM Proxy of Total Assets e Total On—Balance Sheet Assets

=< 5.5%

Source: BMO Capital Markets, OSFI
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The maximum level of overcollateralization for the Big 6 Banks is 125%. Based on this and latest available figures,
below are the remaining capacity for the Big 6 Banks.

Big 6 - Covered Bond Capacity

(€S mm) BMO BNS M NACN RY ™D Total
Total Assets 879,720 1,154,022 672,118 289,191 1,476,304 1,457,429 5,928,784
Covered Bond Capacity 38,708 50,777 29,573 12,724 64,957 64,127 260,866
Covered Bonds Outstanding 25,266 29,393 18,763 9,612 42,775 50,316 176,125
Remaining Capacity 13,442 21,384 10,810 3,112 22,182 13,811 84,741

Source: BMO Capital Markets, Bloomberg, CMHC, Company Reports, OSFI

In our view, the combination of all these measures will help to provide funding relief for the banks, particularly as

liquidity has dried up in the front end of the curve. We think this should help provide some support for spreads over
the near term. In the U.S., the Fed has already further extended its support to provide liquidity in the front end by
announcing its return to the commercial paper market last week (click here for note from our US Strategists). We
think this could remain an option for us here in Canada as well.

Upcoming Term Repo Operations

Auction Offered Amount  Operation  Settlement Maturity
Type (C$ millions) Date Date Term (Days) Date
Regular 4,000 24-Mar-20  26-Mar-20 175 17-Sep-20
Regular 8,000 24-Mar-20  26-Mar-20 357 18-Mar-21
NHA MBS 4,000 26-Mar-20  30-Mar-20 87 25-Jun-20
Regular 8,000 26-Mar-20  30-Mar-20 360 25-Mar-21
Source: Bank of Canada
Upcoming BA Purchase Facility Operation
Auction Offered Amount  Operation  Settlement Eligible Maturity R
Type (C$ millions) Date Date 1gible Matunty Range
Regular 15,000 23-Mar-20  25-Mar-20 Up to May 4, 2020

Source: Bank of Canada
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General Disclosures

This material has been prepared by the Sales and Trading Desk of BMO Nesbitt Burns Inc., BMO Capital Markets Limited, or BMO Capital Markets Corp. (collectively, “BMOCM”), who are involved in fixed income and
foreign exchange sales and marketing efforts, for distribution to BMOCM clientele. Accordingly, it should be considered to be a solicitation of the fixed income and foreign exchange businesses generally and not a
research report that reflects the views of disinterested research analysts.

Notwithstanding the foregoing, this material should not be construed as an offer or the solicitation of an offer to sell or to buy or subscribe for any particular product or services (including, without limitation, any
commodities, securities or other financial instruments).

We are not soliciting any specific action based on this material. It is for the general information of our clients. It does not constitute a recommendation or a suggestion that any investment or strategy referenced
herein may be suitable for you. It does not take into account the particular investment objectives, financial conditions, or needs of individual clients.

BMOCM 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 BMOCM. The opinions, estimates and projections contained in this report are those of BMOCM as of the date of this report and are subject to change without notice. This document is provided for general
information only and does not take into account any investor’s particular needs, financial status or investment objectives. BMOCM or its affiliates will buy from or sell to customers the securities of issuers mentioned in
this report on a principal basis.

These materials are confidential and proprietary to, and may not be reproduced, disseminated or referred to, in whole or in part without the prior consent of BMOCM. Information presented in this material has been
obtained or derived from sources believed by BMOCM to be reliable, but BMOCM does not guarantee their accuracy or completeness. BMOCM assumes no responsibility for verification of the information in these
materials, no representation or warranty is made as to the accuracy or completeness of such information and BMOCM accepts no liability whatsoever for any loss arising from any use of, or reliance on, these materials.
BMOCM assumes no obligation to correct or update these materials. These materials do not contain all information that may be required to evaluate any transaction or matter and information may be available to
BMOCM and/or its affiliates that is not reflected herein.

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.

Additional Matters

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 I1).

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 II"). 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, (I) 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 (Il) 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 II”).

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.
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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.
™ Trademark Bank of Montreal in the United States and Canada.
© COPYRIGHT 2020 BMO CAPITAL MARKETS CORP.

A member of BMO Financial Group
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