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Last week, our focus was on Canadian retail sales figures, S&P Global US PMI Composite Output Index
data, US-China trade war developments, as well as the International Monetary Fund’s Spring meeting.

In Canada, retail sales fell by 0.4% in February, matching economists’ expectations. This drop can be
attributed to frontloaded spending in previous months to take advantage of the GST/HST holiday, which
ended midway through February. Housing-related expenses also weakened, declining at their fastest rate
in over a year, and marking the second-largest drop since 2021. Despite a rise in home sales at the end of
2024, recent data has worsened, potentially impacting housing-related retail spending in the coming
months.

South of the border, business activity expanded at the slowest pace since 2023, with the S&P Global US
PMI Composite Output Index falling in March. Note that this index is a key indicator for tracking sentiment
among purchasing managers in manufacturing, construction, and service firms. The decline indicated a
slowdown in activity growth, particularly in the service sector. Also, business sentiment regarding future
output fell to its lowest level since July 2022, with concerns over rising costs, supply constraints, and
weaker economic growth

Elsewhere in the world, China's government is contemplating suspending its 125% tariff on certain US
imports, such as medical equipment and industrial chemicals like ethane. Additionally, authorities are
considering waiving the tariff on plane leases, which would benefit Chinese carriers that pay leasing fees
to third-party companies for jet usage. These potential exemptions align with recent US actions, where
electronics were excluded from its 145% tariff on Chinese imports earlier this month. In fact, the
pullbacks highlight the deep interconnection between the world's two largest economies, with some key
industries experiencing significant disruptions due to the escalating trade war.

Following intense meetings at the International Monetary Fund last week, most policymakers left
Washington feeling disillusioned. They expect Trump's unpredictable behavior to continue fueling
uncertainty, dampening spending, investment, and inflation for some time. European Central Bank (ECB)
officials indicated they are preparing to lower interest rates further due to anticipated lasting economic
damage from US tariffs, even if the Trump administration softens its stance in the coming weeks.
Additionally, the euro's appreciation, tighter financing conditions from increased fiscal expenditures, and
a drop in energy prices are expected to weigh on prices, bolstering the ECB's case for an eighth quarter-
point rate cut in June. Indeed, future actions will largely depend on updated inflation forecasts for the
next year and beyond.

Next week, our attention will turn to employment data in the US as well as Canadian Gross Domestic
Product.

Have a great week!
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Disclaimer: Unless otherwise agreed in writing, National Bank of Canada and its affiliates act solely in the capacity of an arm’s length contractual counterparty and not as an adviser or fiduciary. National Bank of Canada and its affiliates are not qualified to
provide legal, tax or accounting advice. Accordingly, you should not regard transaction proposais or other written or oral communications from us as a recommendation or advice that a transaction is appropriate for you or meets your financial objectives. Any
financial transaction involves a variety of potentially significant risks and issues. Before entering into any financial transaction, you should ensure that you fully understand the terms, have evaluated the risks and have determined that the transaction is
appropriate for you in all respects. If you believe that you need assistance, you should consult appropriate advisers before entering into the transaction. The attached material does not constitute an offer to enter into any transaction. Such material is believed
by us to be reliable, but we make no representation as to its accuracy or completeness. This brief statement doesnot purport to describe all of the risks associated with financial transactions and should not be construed as advice to you.

Source: Bloomberg as of April 28t , 2025
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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.



