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Trade war, what is it good for?
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Soft impacts:
Policy uncertainty
Consumer confidence

Business expansion plans

Hard impacts:
Prices
Production

Economic growth/recession
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Where are we now?
United States (percent)
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% Changes: Includes 10% baseline tariff and country-specific measures; steel & aluminum and autos & parts face separate 25% tariffs |

Pending: Does not include pending tariffs on copper, lumber, semiconductors, pharmaceuticals, energy and select critical minerals |

Canada/Mexico: Estimated weighted average tariff rate Sources: BMO Economics, USITC, Yale Budget Lab, U.S. Census Bureau
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Economic impact in Canada

Real GDP
(9/q% chng:a.r.)
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Impact highly uncertain and depends on policy responses

BMO Economics assumptions: Weighted tariff of over 10% by the U.S. on Canada, declining gradually overtime |

Canadian retaliation covering autos and $60 bln of U.S. imports

Sources: BMO Economics, Haver Analytics
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Provincial exposure to U.S. exports
Canada (% of GDP : as of March 2025)

Goods exportsto U.S.
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Central Canada most at risk

Sources: BMO Economics, Haver Analytics
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Canada’'s regional outlook

2024 20252 20262
PE 36 AB' 1.9 AB' )
SK' 3.4 SK! 1.8 SK' 2.0
NS 2.7 PE 1.6 BC 15
AB' 2.7 NL' 15 NL' 13
NL' 2.4 BC 13 NS 13

QC 1.3 NB 0.7 MB 1.1
ON L2 MB 0.6 NB 1.0
BC 12 ON 0.6 ON 0.9
MB 1.1 QC 0.4 QC 0.8

Sources: BMO Economics, Haver Analytics
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Canadian election: The same, but different
Canada - 2025 federal election

poliicatparty | a0 | aom

Votes Seats Votes Seats
(%) (%)

Liberal 43.8 170 32.6 160
Conservative 41.3 143 33.7 119
Bloc Québécois 6.3 22 7.6 32
New Democrat 6.3 i 17.8 25
Green 1.2 i 2.3 2
Other 1.1 0 5.8 0

343 338

172 needed for majority

! Preliminary results, as of 8:00 a.m., May 21, 2025 Sources: BMO Economics, CBC News
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Government stimulus ahead
Canada - Federal government (CS bins)

Budget balance Liberal platform
-25 Major
forecast policy area Notable measures
Taxes Lower income tax rate by 1 ppt for lowest bracket
Cancel capital gains inclusion rate increase
35 Actual/ : . :
PR baselina Tariffs/trade Direct support to businesses/workers
Infrastructure  Aggressive funding for transportation and trade infrastructure
Housing Government-run homebuilding agency
A Remove GST on new homes < $1 mln for first-time buyers
Cut municipal development charges
4 Rental building tax incentive
55 Liberal platform Immigration Reduce NPRs to 5% of population
Permanent immigration at 1% of population/year
Environment  Remove consumer carbon tax
8 . . . . . Add carbon border adjustment (tariff)
22/23  23/24  24/25  25/26  26/27  27/28  28/29 Cap and cut O&G emissions

Sources: BMO Economics, Federal government, Liberal Party
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Economic outlook uncertain

(2019Q04 = 100)

Real GDP
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Tailwinds:
Lower interest rates
Rising real wages

Stimulus

Headwinds:
Trade dispute
Business confidence

Consumer confidence

Sources: BMO Economics, Haver Analytics
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Immigration rethink
Canada (mins of persons)

Population growth
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Sources: BMO Economics, Statistics Canada
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Inflation progress meets tariff battle
(y/y% chng)

Consumer price index Tracking the progress:
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Sources: BMO Economics, Haver Analytics
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Easing cycle turns hesitant

(% : as of May 20, 2025)

Overnightrate
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Neutral rates higher than past decade

Sources: BMO Economics, Haver Analytics
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Housing market adjustment ongoing
Canada (February 2022 = 100)

MLS Home Price Index Location matters

125 Alberta still outperforming

Segment matters

. Collgany Condo market saturated (Toronto)
Greater Vancouver Affordability still difficult

Need lower rates or stagnant prices

= Ontario .
Tough investment math:

Cap rates still low vs. risk-free yields

Rents weakening
50 !

19 20 21 22 23 24 25

Sources: BMO Economics, Haver Analytics
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The bull runs... into some trouble
United States (start of bull market = 100)

Major S&P 500 bull markets since 1990 Bullish:

500 Sturdy economy and Fed easing

1990-2000 Earnings growth sustained and solid

400 Canada valuations cheap

2009-19 Bearish:

300
Trade war impacts confidence

Current cycle
(2020-latest)

Disinflation theme threatened
200

2002 U.S. valuations somewhat pricey

100

Years from trough

Sources: BMO Economics, Haver Analytics
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Economic and financial market dashboard
Canada
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Arrows represent expected change over the next 6 to 12 months Source: BMO Economics
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Questions?

Get in touch to learn more.



Robert Kavcic

Senior Economist and Director | BMO Capital Markets

Robert has been with the Bank of Montreal since 2006. He plays a key role in
analyzing economic, fiscal and real estate trends in Canada. Robert regularly
contributes to various department publications and is the main author of the
Provincial Monitor and the sought-after Global Equity Weekly. He is a frequent
commentator on economic and financial trends in the media, and a regular advisor
on economic issues to Canadian policymakers.

Before joining BMO, Robert worked in the Research department at the Bank of
Canada. Robert holds an Honours Bachelor of Arts degree in Economics from the
University of Western Ontario, and a Master’s degree in Economics from Carleton
University.




Tara Di Rosa

Partner, Canadian Transfer Pricing Leader | EY Canada
tara.dirosa@ca.ey.com

Tara Di Rosa is a partner with EY's International Transfer Pricing Services practice
in Canada located in Toronto and is the Canadian Transfer Pricing Market leader.

Tara has over 21 years of transfer pricing experience, including: tax planning,
documentation, permanent establishments, withholding taxes, tax audits,
Competent Authority resolutions and APAs. Tara has extensive experience in a
number of industries including, but not limited to, manufacturing, technology,
automotive, food, chemicals, pharmaceuticals, mining, and retail.

She is also experienced with planning and cross-border studies involving
intercompany provision of services, purchase/sale and/or licensing of intangible
property, purchase and/or sale of tangible goods, leasing of equipment, and
intercompany financing including intercompany loans, guarantees, and credit
rating sensitivities. She assists clients with the practical development of
intercompany transfer pricing policies and the preparation of relevant analyses and
documentation. Tara also regularly presents at various conferences including the
Tax Executives Institute ("TEI").
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EY | Building a better working world

EY is building a better working world by creating new
value for clients, people, society and the planet, while
building trust in capital markets.

Enabled by data, Al and advanced technology,

EY teams help clients shape the future with confidence
and develop answers for the most pressing issues of
today and tomorrow.

EY teams work across a full spectrum of services in
assurance, consulting, tax, strategy and transactions.
Fueled by sector insights, a globally connected,
multi-disciplinary network and diverse ecosystem
partners, EY teams can provide services in more
than 150 countries and territories.

Allin to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how

EY collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy. EY
member firms do not practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.

© 2025 Ernst & Young LLP
All Rights Reserved.
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