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FORECAST — SCOTIA VERSUS CONSENSUS HIGH AND LOW

USDCAD - Scotia’s forecast more aggressive
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GBPUSD — Scotia’s forecast more aggressive
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EUR — Scotia’s forecast more moderate than many
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AUDUSD — Scotia’s forecast more aggressive
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FX THEMES — HIGH BETA, LONG RISK OUTPERFORMS

Early 2012 themes:
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WHAT HAS CHANGED SINCE DECEMBER 1t — GLOBAL GROWTH OUTLOOK

US 2012 GDP FORECAST: — STABILIZES & BEGINS TO IMPROVE

Source: Bloomberg & Scotia FX Strategy
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EURZONE 2012 GDP FORECAST: — FALLS INTO RECESSION

\ ~—\

oy ;

Source: Bloomberg

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan

& Scotia FX Strateg

150
1,00
050

000

B -0.50

GERMAN 2012 GDP FORECAST: — FALLS FROM 2% TO 0.45%

Source: Bloomberg & Scotia FX Strategy
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WHAT HAS CHANGED SINCE DECEMBER — CENTRAL BANK POLICY

DEPOSITS AT THE ECB RISE — CASH HOARDING?

ECB BUY BONDS IN SECURITIES MARKET PROGRAM
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WHAT HAS CHANGED SINCE DECEMBER 15t — EUROPEAN BOND MARKETS

BEWARE - PORTUGUESE YIELDS STILLRISING -+ =+~~~ m
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WHAT HAS CHANGED SINCE DECEMBER 1%t — PRICING OF RISK & CARRY

VIX COLLAPSES — IS THIS AN ACCURATE PRICING OF RISK?
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FX VOL COLLAPSES — IS THIS AN ACCURATE PRICING OF RISK?

currency vol - JPM |

..... . .7

Source: Bloomberg & Scotia FX Strategy "15 Source: Bloomberg & Scotia FX Strategy
Jul Aug Sep Oct Nov Dec Jan Jul Aug Sep Oct Nov Dec Jan
THE CARRY TRADE COMES BACK o4 - S&P-R;ALLIES Bl;JT-VOLU!\/IE‘BEchW AVER;AGE- S ....... 5,1350
Short USD, EUR&JPYvVs | £ | o SR S S S W 1300
Long AUD, NOK & NZD A o o : ' 11280
102
M\/ ---------- 1200
N . -1150
ST 1100
Volume -y o [2b
Source: Bloomberg & Scotia FX Strategy 950 L g 1] P o R |- | A\_/g_ volume. blb
T R (= R = R = I A S
2011 Dec R Jul Aug Sep Oct Nov Dec Jan

& Scotiabank

Press 5 to pause; Press 5 again to resume




EURUSD — THE GOOD AND THE BAD

EUR trends lower in 2012, closing at 1.25
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CAD — MEDIUM TERM OUTLOOK STILL STRONG

100 -RISK AVERSION ENCOURAGED CAD SHORTS
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OUTLOOK - RISKS
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1) Risk aversion — spikes in risk aversion cause USD strength.
2) Escalation of European crisis.

3) Further downside pressure in global or US growth.

4) A hard landing in Asia.

5) Black swan — cannot forecast
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SCOTIA’S GLOBAL FORECAST AND OUTLOOK

FX Outlook

2010 2011 2012f 2013f
USDCAD 1.00 1.04 0.98 0.96
CADUSD 1.00 0.96 1.02 1.04
EURUSD 1.34 1.30 1.25 1.29
GBPUSD 1.56 1.55 1.63 1.68
AUDUSD 1.02 1.00 1.08 1.10
USDJPY 81 78 82 84

MEDIUM-TERM OUTLOOK INTO YEAR-END 2012

Bullish CAD: Benefits from weak USD, relatively strong Canadian economic and sovereign fundamentals
and investor sentiment; risk is global growth outlook.

Bearish EUR: Confusion, uncertainty, no political will for solution, funding side of carry all weigh on
EUR; but each leg lower is followed by period of retracement. USD cannot weaken sustainably.

Neutral JPY: Benefitting JPY are spikes in risk aversion and alternatives to USD; but fundamentals (and
government policy) no longer support a strong currency.

Bullish GBP: Increasingly seen as an alternative to USD and EUR; medium term problems still a weight.
Bullish CNY: Authorities allow measured pace of appreciation.

Bullish AUD: Supported by ties to Asia, interest rate, investor sentiment & USD weakness.
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SCOTIA FX RESEARCH SUMMARY

Written Research Provided by FX Strategy

Daily FX Update — Published at 7:45am (EST)

Daily LatAM Update — Published at 7:45am (EST)
Daily Asian Update — Published at 9:30pm (EST)
Currency Sentiment CFTC Report — Published Fridays

Special Reports — Active trade strategies; intraday market
moving events; monetary policy, etc.

Written Research Provided Jointly with Scotia Economics

Global Views — Weekly update across asset classes

FX Monthly — Review of global currencies and forecasts

Monthly Conference Call

Twenty minute update on FX strategy with emphasis on
USDCAD outlook and forecast

FX Strategy
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Legal Notices

This report is prepared by The Bank of Nova Scotia (Scotiabank) as a resource for clients of Scotiabank. Opinions, estimates and projections contained herein are our own
as of the date hereof and are subject to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed
reliable but no representation or warranty, express or implied, is made as to their accuracy or completeness and neither the information nor the forecast shall be taken
as a representation for which The Bank or its affiliates or any of their employees incur any responsibility. Neither Scotiabank or its affiliates accept any liability
whatsoever for any loss arising from any use of this report or its contents. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy
any of the currencies referred to in this report. Scotiabank, its affiliates and/or their respective officers, directors or employees may from time to time take positions in
the currencies mentioned herein as principal or agent. Directors, officers or employees of Scotiabank and its affiliates may serve as directors of corporations referred to
herein. Scotiabank and/or its affiliates may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein and may have received
and may receive remuneration for same. This report may include forward-looking statements about the objectives and strategies of members of the Scotiabank Group.
Such forward-looking statements are inherently subject to uncertainties beyond the control of the members of the Scotiabank Group including but not limited to
economic and financial conditions globally, regulatory development in Canada and elsewhere, technological developments and competition. The reader is cautioned that
the member's actual performance could differ materially from such forward-looking statements. You should note that the manner in which you implement any of
strategies set out in this report may expose you to significant risk and you should carefully consider your ability to bear such risks through consultation with your legal,
accounting and other advisors. Information in this report regarding services and products of Scotiabank is applicable only in jurisdictions where such services and
products may lawfully be offered for sale and is void where prohibited by law. If you access this report from outside of Canada, you are responsible for compliance with
local, national and international laws. Not all products and services are available across Canada or in all countries. All Scotiabank products and services are subject to the
terms of applicable agreements. This research and all 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 in each
case the prior express consent of Scotiabank. Scotiabank is a Canadian chartered bank. TM 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. and Scotia Capital (USA) Inc. - all members of the
Scotiabank Group.
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