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Policy uncertainty spike only surpassed by pandemic period

United States

Economic Policy Uncertainty Index’
375

300

225

150

.................................................................................................................................

75

recession
0 L | 1 1 1 | 1 1 1

85 90 95 00 05 10 15 20 25

' (Index: 1985-2009 = 101.06535)

Sources: BMO Economics « Haver Analytics
BMO 9 BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com



Mixed risks for economic growth

United States
Trade policy:
Tariffs
Fiscal policy:
Tax cuts and spending cuts (DOGE)
Immigration policy:
Deportations

Requlatory policy:
1 new requlation added = 10 old ones removed

Net risks of larger deficits, faster inflation, higher rates, stronger dollar

Donald Trump, President of the United States
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Tariffs’ tale: Part 1

February 4: 10% on Chinese goods

March 4:  25% on Canadian goods except 10% on
energy and critical minerals
(postponed from February 4)

25% on Mexican goods
(postponed from February 4)

Another 10% on Chinese goods

March 7:  USMCA compliant goods carved out (until April 2)
Canadian potash lowered to 10% from 25%

March 12:  25% on steel and aluminum

Source: BMO Economics
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Tariffs’ tale: Part 2

Coming after April 1:
Reciprocal tariffs

Sectoral tariffs:
Copper
Lumber
Autos
Semiconductors
Pharmaceuticals
Oil and gas

Global supplementary tariff

Source: BMO Economics
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U.S. bilateral trade flows

U.S. goods trade balance with select regions - January 2025 (us$ blns : 12-mth m.s., unless otherwise indicated)

Trade deficit Share of total Exports Imports  Exports/Imports

(%) (ratio)

China 3034 235 141.4 444.8 0.32
European Union 242 .1 19.1 371.5 613.6 0.61
Mexico 174.0 13.7 3355 509.5 0.66
Vietnam 126.8 10.0 3.2 140.0 0.09
Taiwan 76.6 6.0 42.6 1192 0.36
Japan 68.4 5.4 80.0 148.4 0.54
Canada 68.2 54 349.5 a417.7 0.84
South Korea 65.6 5.2 65.6 1312 0.50
Switzerland 59.0 4.7 24.0 83.0 0.29
India 46.5 3.7 42 1 88.7 0.47
Thailand 46.1 3.6 18.1 64.2 0.28
Malaysia 25.3 2.0 28.3 53.6 053
Indonesia 18.4 1.5 10.2 28.6 0.36
World 1,267.6 100.0 2,068.6 3,331.0 0.62

Sources: BMO Economics - Haver Analytics + U.S. Census Bureau
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Trade tally

United States - Net Exports (4-qtrm.a)
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Tariffs” toll

Prices rise (with some offsets):
* \ Margin compression
(domestic importers, foreign exporters)
* * U.S. dollar appreciation
One-time impact
s GDP growth slows:
Higher prices erode purchasing power

U.S. exports weaken (stronger USD, retaliation)
Policy uncertainty headwind

Source: BMO Economics
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Global growth... a new challenge

Global (% chng)
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‘Law of unintended consequences’
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Fed pauses

United States (% : as of March 12, 2025)

Fed funds rate (midpoint of target range)
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Powell: “For additional cuts, weTe going to be looking for further progress on inflation”

United States (y/y % chng)

Consumer price index PCE price index
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“As long as the economy and the labor market are solid, we can be cautious”

Sources: BMO Economics « Haver Analytics
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Last mile to 2% a “bumpy road”

United States (ann. % chng)

Progress markers:

Consumer price index

February 2025 None >3% range

Total 4.3 3.6 2.8

Core 3.6 3.6 3.1 BSE St

Core services ex. housing 4.8 4.5 3.8 3mo<6mo<12mo

PCE price index

JEDVEINPADA

Total 2.9 2.6 25
Core 2.4 2.6 2.6
Core services ex. housing 31 33 3.1

Sources: BMO Economics « Haver Analytics
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Labor market still sturdy despite slackening/slowing

United States

Unemployment rate Employment
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Jobs only contract around recessions

Sources: BMO Economics « Haver Analytics
BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com 12



Wage growth grinding down but still elevated

United States (y/y % chng)

Wages
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8
Atlanta Fed Wage
- Growth Tracker' Average hourly
earnings (AHE)
4
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Countered by increased productivity (2.1% y/y in Q4)

AHE = Production & nonsupervisory employees « ECl = Private-sector wages & salaries + ' (3-mth m.a.)

Sources: BMO Economics + Haver Analytics
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Strong capex pace paying off

United States (% chng)

Business sector productivity
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Industrial policy ‘triple play’

United States - Real business fixed investment (y/y % chng)
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Policies:

Infrastructure Investment
and Jobs Act

CHIPS and Science Act
Inflation Reduction Act

Sources: BMO Economics « Haver Analytics + The White House
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Home sales hit by worst affordability since 1980s

United States

Existing home sales House price indices
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But prices hung in there, partly owing to the ‘lock-in effect’

Sources: BMO Economics « Haver Analytics
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Record low levels locked in

United States (percent)

30-year fixed-rate mortgages
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' February 6, 2025; based on 2024Q3 data
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Healthy household balance sheets (in aggregate)

Households - United States
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Debt’s discouraging dynamics

United States (% of GDP)

Gross federal debt
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Debt held by public to hit 100% of GDP in FY25, first time since WWII

' (BO projection (January 2025)

Sources: BMO Economics + Haver Analytics « ' Congressional Budget Office (CBO)
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Big deficits lie ahead

United States (fiscal years, reflecting legislation signed by May 12, 2024)

Budget balance
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FY27:
Interest payments > non-defense
discretionary spending

CY33:

0ld-Age and Survivors Insurance (0ASl)

trust fund depleted (all Social Security trust
funds by CY35, Medicare [HI] trust fund by CY36)

Fully extending expiring 2017 tax cuts = $4.0 trln (over 10 years)

"(Ihs) « 2 (rhs) « * CBO projection (January 2025)

Sources: BMO Economics « Haver Analytics - Congressional Budget Office (CBO)
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Fiscal follies

House budget resolution passed (10-year totals):
$4.5 trin lower revenues
$1.7 trln lower outlays

2.8 trin larger deficits

Must reconcile with Senate budget resolution
Other promised tax cuts difficult to fund
Government shutdown? (House passed, waiting for Senate)

Debt ceiling’s ‘X-Date’ by this summer

Source: BMO Economics
BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com
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Rate cuts to resume after pause

United States (% : as of March 12, 2025)

Interest rates Pressure on Treasury yields:
6
RS STy Persistent big deficits and
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BMO 9 BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com 22



Tariffs, government spending cuts and uncertainty weigh on economy

United States (% chng)

Real GDP

40
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Year/year
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-28.1%
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-40
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Forecast downgrade:

2025: 1.8% (now) VS. 2.2% (previous)
(Q4/Q4 1.4% y/y vs. 2.0% y/y)

2026: 1.8% (now) VS. 2.0% (previous)
(Q4/Q4 1.9% y/y unchanged)
Growth supports:
Fed rate cuts
Legacy of stimulative industrial policy
Healthy household balance sheets
Expiring 2017 tax cuts extended

Sources: BMO Economics « Haver Analytics
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Slower economic growth will loosen labor market a little

United States (percent)

Unemployment rate Forecast downgrade:
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... But inflation staying a bit sticky

United States (y/y % chng)

Consumer price index Forecasts lifted:
10 T Total:
2025Q4  +0.7 ppts
: 2026Q4 unchanged
Core:
° 2025Q4  +0.8 ppts
4 L 3% 2026Q4  +0.1 ppts
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:f\. But longer-term issues:
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Sources: BMO Economics « Haver Analytics
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Key takeaway: Risks are rising

Trump Administration policies
Federal government finances
Geopolitics

Oil prices

Source: BMO Economics
BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com 26
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Important disclosures

General Disclosures
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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
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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 and Bank of Montreal are exempt from the reguirement to hold an Australian financial services licence under the Corporations Act in respect of financial services they provide to wholesale
investors (as defined in the Corporations Act). BMO Capital Markets Limited is regulated by the UK Financial Conduct Authority under UK laws, and Bank of Montreal in Hong Kong is regulated by the Hong Kong Monetary Authority and the
Securities and Futures Commission which differ from Australian laws. This document is only intended for wholesale clients (as defined in the Corporations Act 2001),Eligible Counterparties or Professional Clients (as defined in Annex Il to MiFID 1)
and Professional Investors (as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional Investor) Rules under the Securities and Futures Ordinance of Hong Kong).

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.
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Eligible Counterparties or Professional Clients, as defined in Annex Il to “Markets in Financial Instruments Directive” 2014/65/EU ("MiFID II").

To U.K. Residents: 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 (II) 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.

To Hong Kong Residents: In Hong Kong, this report is published and distributed by Bank of Montreal. Bank of Montreal (incorporated in Canada with limited liability) is an authorized institution under the Banking Ordinance and a registered
institution with the Securities and Futures Commission (CE No. AAK809) to carry on Type 1 (dealing in securities) and Type 4 (advising in securities) regulated activities under the Securities and Futures Ordinance (Cap 571 of the Laws of Hon
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Continued on next page...
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Important disclosures (continued)

Additional Matters (continued)

To Israeli residents: BMO Capital Markets is not licensed under the Israeli Law for the Regulation of Investment Advice, Investment Marketing and Portfolio Management of 1995 (the "Advice Law") nor does it carry insurance as required
thereunder. This document is to be distributed solely to persons that are qualified clients (as defined under the Advice Law) and qualified investors under the Israeli Securities Law of 1968. This document represents the analysis of the analyst but
there is no assurance that any assumption or estimation will materialize.

To Korean Residents: This report has been provided to you without charge for your convenience only. All information contained in this report is factual information and does not reflect any opinion or judgement of BMO Capital Markets. The
information contained in this report should not be construed as offer, marketing, solicitation or investment advice with respect to financial investment products in this report.

To Japan Residents: This report has not been reviewed by any regulatory authority in Japan. This report is provided for information purposes only and it should not be construed as an offer to sell, a solicitation to buy, or a recommendation for any
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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 r%gistration 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 report is intended for general circulation and does not and is not intended to constitute the provision of financial advisory services, whether directly or indirectly, to persons in Singapore. You should seek advice from a
financial adviser regarding the suitability of the investment products, taking into account your specific investment objectives, financial situation or particular needs before you make a commitment to purchase the investment product. This report has
not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, it should not be circulated or distributed, nor may the securities described herein be offered or sold, or be made the subject of an invitation for subscription
or purchase, whether directly or indirectly, to persons in Singapore other than (a) to an institutional investor or a relevant person as defined in and pursuant to and in accordance with the conditions of the relevant provisions of the Securities and
Futures Act of Singapore or (b) otherwise pursuant to and in accordance with the conditions of, any other applicable provision of the SFA.

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. fumishes 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.
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