
Risk Management Solutions Group

Weekly Market Update

1

REVIEW – WEEK OF JUNE 23, 2025

Last week, our focus was on the inflation and gross domestic product reports in Canada as well as
personal consumption expenditures (PCE) data in the U.S.

In Canada’s, May’s inflation rose 1.7% year-over-year, unchanged from April and remaining below the Bank
of Canada’s 2% target. The headline figure continues to be pulled down by energy prices, particularly
gasoline, which fell following the removal of the federal carbon tax in Alberta and other provinces. Core
inflation, which excludes food and energy, moderated to 2.7% from 2.9% in April, suggesting underlying
price pressures are gradually softening. With inflation steady and core measures trending lower, the
market is now pricing a full rate cut in October and a 30% probability of an additional one by December.

Canada’s economy shrank by 0.1% month-over-month in April, marking a mild but broad-based slowdown.
The contraction was led by a 1.9% decline in manufacturing output, alongside weakness in the wholesale
and retail trade sectors. Analysts point to a combination of high interest rates, softening global demand,
and pre-tariff purchasing distortions as contributors to the April dip. Several analysts have since revised
down their Q2 forecasts, with some now anticipating near-zero growth as headwinds accumulate.

In the U.S., headline PCE inflation rose 0.1% in May, matching expectations and April’s pace. Year-over-
year, headline PCE hit 2.3%, while core PCE (excluding food and energy) remained elevated at 2.7%,
reflecting persistent service-sector price pressures. Real consumer spending fell 0.1%, the first decline
since March, driven by lower durable goods purchases following months of pre-tariff inventory stocking.
Personal income dipped 0.4%, and disposable income fell 0.6%, pushing the savings rate down to 4.5%.
These signs of softening consumer resilience, especially among middle-income households, come as job
gains flatten. While markets remain optimistic, consumption trends are likely to weigh on the Fed’s rate
decision, with investors now pricing in two full cuts with a possible third by year-end.

In other news, global markets were jolted this week as the U.S. launched strikes on Iranian nuclear
facilities, triggering a brief but intense regional conflict. However, tensions eased after a dramatic round
of diplomacy led by President Trump and Qatari intermediaries resulted in a ceasefire agreement
between Iran and Israel. In addition to that, the Canadian dollar slumped on Friday following Trump's
announcement that he was suspending trade negotiations with Canada in response to the Digital Services
Tax, scheduled to take effect the following week. However, late Sunday, the Canadian government
announced it would withdraw the tax in an effort to revive trade talks with the United States, and the
Canadian dollar strengthened on the news.

Next week, our attention will turn to employment data in the U.S.

Have a great week!
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DISCLAIMER

 This document is provided for information purposes only and is intended for use by Accredited Counterparties under the Derivatives Act
(Québec) and Qualified Parties as defined under ASC, BCSC, SFSC, MSC and NBSC orders.

 National Bank of Canada and its subsidiaries (the “Bank”) act solely as an arm's length contractual counterparty and not as an advisor or
trustee, and are not bound by any legal obligation to advise on the validity or opportunity to transact an instrument or a financial product.
Accordingly, the client should not regard transaction proposals or other written or oral communications from the Bank as a recommendation to
transact or as advice that a transaction is appropriate or meets his specific financial objectives.

 Financial transactions involve a variety of potentially significant risks and issues. Before entering into any financial transaction, it is important
to fully understand its terms, to have evaluated the risks, and to have determined that the transaction is suitable for the client's specific needs
and objectives, level of experience, financial and operational resources, and any other relevant factors. This document does not purport to
describe all of the risks associated with financial transactions and should not be construed as advice in this respect. The Bank strongly
recommends independent consultation with tax, legal, accounting and financial advisors before entering into the transaction in order to obtain
an assessment of the benefits and risks of the transaction with respect to the transaction-specific circumstances.

 The contents of this document do not constitute an offer to enter into any transaction. We believe the information to be reliable, but make no
representation as to its accuracy or completeness. This document may refer to some terms included only for discussion purposes and does not
constitute a guarantee that a transaction will be concluded based on those financial terms or otherwise. The strategies, scenarios and risks
described and/or presented in this document are based on hypothetical examples, and the true and final strategies, scenarios and risks may
vary depending on the circumstances.

 You are not authorized to and you may not deliver or provide any part of this document to any person without the Bank’s prior written consent.
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