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Market Comment

The Bank of Canada held its policy rate at 2.25% this morning, its seventh consecutive decision without a change, and the statement read
more constructively than the headlines of the past two weeks would suggest. Second-quarter GDP rose 3.3% after a very weak first quarter,
and the Bank described the rebound as broad-based across consumption, housing, exports and business investment. Unemployment

edged down to 6.4% in July. Governing Council will now “assess the sustainability of the economic rebound” — the word doing the work
there is sustainability, not rebound.

On the trade rupture, Governor Macklem was specific: the newly tariffed products “represent about 5% of exports to the United States.”
Section 338 takes the average U.S. effective tariff on Canadian goods to roughly 5.7%, still below the world average of 6.7% and well below
the euro area at 7.5%, Japan at 9.9% and China at 20.5%. Canada remains one of the least-tariffed suppliers to the United States, and the
20-percentage-point spike of March 2025 was twice as punitive as anything in force today.

The cost has been real but narrow. Canada’s share of U.S. imports has fallen from about 11% in 2023 to roughly 8.8%, while Mexico’s has
climbed above 13%. Yet in dollar terms Canada shipped $385 billion to the United States over the past twelve months, down less than 5%
year over year, against a 34% collapse in shipments from China. Canada now sells more to the United States each month than China does.

The Bank’s own caution is the one worth passing on: the greater danger is not the duty but that “added uncertainty about the future of
Canada-US trade relations may lead businesses more broadly to delay investment and hiring decisions.” Nor is inflation quite settled — CPI
is near 3% on gasoline, though 2.2% without it, with core measures close to target.
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US Tariff Rates

Average U.S. effective tariff rate by country

Calculated duties as percent of imports
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Even with Section 338, Canada’s average
effective U.S. tariff rate is about 5.7% —
below the world average of 6.7%, the euro
area at 7.5%, Japan at 9.9% and China at
20.5%. This suggests that Canada remains a
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*Calculated increase in the average effective tanff rate if U.5. imports from Canada don't change.
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Canada — USA Trade War

Sept. 8 Duties Aren’t Canada’s First Trump Tariff Retaliation

== (Canadian average tariff on imports from US == US average tariff on imports from Canada

Increase in rate since Jan. '25
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Note: Uses 2024 trade composition. Canada’s April 9, 2025 retaliatory tariffs on vehicles applied to non-USMCA
compliant vehicle imports and the non-Mexico/non-Canadian content of USMCA compliant vehicles.

Source: US Census, Statistics Canada, Bloomberg Economics. ;
Bloomberg Economics
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Canada/Mexico Trade Share

A Tale of Two US Partners

Mexico's and Canada's US market share
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The trade dispute does not come without a cost.
Canada’s share of U.S. imports has slid from
about 11% in 2023 to roughly 8.8%, while
Mexico’s has pushed above 13%.

Note the recent upturn in the Canadian line,
though. The decline may have stopped, and
share lost to a tariff is not necessarily lost for
good.
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An Important Trade Partner
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Canada now sells more to the United States
40000 J ‘ each month than China does — $37.2 billion
against $25.2 billion in June.
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L , Over the past year Canadian shipments fell
o000 v \ less than 5%, to $385 billion. Chinese
shipments fell 34%. Leverage runs in both
directions. Canada is a very important trade
10000 partner to the US.
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Canadian Housing Market

Small gain in home values expected next year
Annual % change in the aggregate benchmark price for Canada
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RBC sees evidence of a recovery in the

housing market. Housing is troughing and

1 forecast to begin to recover in 2027,
according to this analysis from RBC.
Benchmark prices are forecast to fall 2.3%
. this year before a 0.8% gain next year.
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Employment - Canada

Canada's job market to continue improving

Unemployment rate ;
Pioy The labour market is the clearest

evidence for the improving economy.
Unemployment edged down to 6.4% in
July from a 2026 peak above 7%, and RBC
expects a gradual decline toward the rate
consistent with full employment by 2028.
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10% The Bank of Canada still sees excess

supply and warns that trade uncertainty
may cause businesses to delay hiring.
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An improving labour market with core
inflation near target is a supportive
combination for investors.
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DISCLAIMER

The particulars contained herein were obtained from sources believed to be reliable at
the time of print, but we cannot guarantee their accuracy or completeness. Current
analysis and interpretation of such information is subject to change. This report is for

general information only and does not constitute tailored advice offered to an individual.

Individuals should consult with their professional advisors, including tax professionals,
prior to making investment decisions. Certain statements may contain speculative
information that carries known and unknown risks, uncertainties, and other factors.
These factors can potentially lead to significant differences between the actual
outcomes, performance, or accomplishménts of-OcéanFréhi Iﬁvestmeht Counsel Inc. or
the overall industry outcomes, and any future outcomes, performance, or
accomplishments indicated or suggested by such forward-looking statements.

It is important to note that these statements may not be suitable for everyone. Past
performance is not indicative of future results.

OceanFront Investment Counsel Inc. is a subsidiary of OceanFront Wealth Inc.
OceanFront Investment Counsel Inc. is registered as a Portfolio Manager in B.C., Alberta,
Manitoba, and Ontario and as an Investment Fund Manager in B.C. and Alberta.
Information contained herein, relating to OceanFront Investment Counsel Inc. is
intended only for Canadians residing in the provinces where OceanFront Investment
Counsel Inc. is registered.
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