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Trump Administration takes the reins

United States

Policies potentially good for growth:
Expiring 2017 tax cuts fully extended
Even lower corporate and personal taxes

Less regulation

Policies potentially bad for growth:
Higher tariffs and retaliation
Deportations

Hefty spending cuts (to ‘pay’ for tax cuts + DOGE)

Net risks of larger deficits, faster inflation, and higher interest rates

Donald Trump, President of the United States

Source: BMO Economics
BMO 9 BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com



Trade Policy Uncertainty Hits Unprecedented Heights

U.S. Trade Policy Uncertainty Index
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Trade Deficit Skyrockets 65% as Businesses Rush to Beat the Tariffs

Trade Balance: Goods, Balance of Payments Basis
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Protectionist Trade Policy Returns to the U.S. — Global Trade War Ensues

Timeline of Trump's Tariffs

Effective Date Target Countries Tariff Target Goods Retaliation Latest Update

Retaliated:

4-Mar-25 Another 10% Tariffs: mainly on agricultural products
15% on chicken, wheat, corn, and cotton
10% on soybeans and others

Retaliated: Rest of world: 25% tariff on passenger vehicles and key auto parts
2-Apr-25 Motor vehcles Canada 25% tariff on non-CUSMA compliant US vehicle USMCA: for autos 25% tariff only apply to the value of non-US content
and key parts imports and content for key parts, it will remain tariff-free but subject to change

Retaliated: U.S. China import reciprocal tariff raised from 34%, 84%, 104% to 125% after China Retaliated
1/2 Reciprocal, VAT All China raised tariffs on U.S. goods to 125% effective 4/11 Chips, computers, phones, other electronics import tariffs excluded for a month or two
all other barriers

9-Apr-25 10% Universal
Baseline Tariff

Major Exporters Chips, pharma,
lumber

31-Dec-25 EU, UK, Canada Digital taxes Unspecified

Source: BMO Economics



Reciprocal Import Tariffs Go Into Effect

Reciprocal Import Tariff Rate (%)*

Initial Current**
China*** 34 125
Cambodia 49 10
Vietham 46 10
Thailand 36 10
Taiwan 32 10
Indonesia 32 10
Switzerland 31 10
South Africa 30 10
India 26 10
South Korea 25 10
Japan 24 10
Malaysia 24 10
European Union 20 10
United Kingdom 10 10
Baseline All Countries 10 10

USMCA Exemption will remain in effect for Canada and Mexico

* One-half Reciprocal Tariffs after Including estimated tariff and non-tariff barriers
** 90-Day pause on higher reciprocal rates for other countries July 9, 2025

*¥* Smart phones, computers, chips, other electronics exempt for month or two

BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com



Goods Imports From China Already Plunging — Down 32% Since September

U.S. Imports of Goods from China as Share of Total U.S Imports
30.0

He o 24.3

ST 111210 e
iTA
o 'm .5 10.2

Percent

8.5
50
0.0
Mar-97 Mar-01 Mar-05 Mar-09 Mar-13 Mar-17 Mar-21 Mar-25

Source: BMO Economics, US. Bureau of Economic Analysis, US. Bureau of the Census/FRED
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Average U.S. Tariff Rate Could Be Going Back to 1900’s or Worse

U.S. Average Tariff Rates (1821-2016)
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Burden of Import Tariffs Largely Borne By Lower-Income Households

Figure 4

Lower-income households consume a much higher share of their income while richer households
can afford to save more

Consumer expenditure excluding housing, personal insurance, and pensions, as a share of after-tax
income by decile, 2022

Poore:st houzehold:
First decile First decile omitted due to data issues
Second decile 85%
Third decile
Fourth decile
Fifth decile
Sixth decile
Seventh decile
Eighth decile
Ninth decile

Tenth decile

Richezt houszehold:

Notes: Mean expenditures and income were used in the calculations. In this figure (and in our analysis), we omit the
first decile for reasons discussed in the text

Source: US Bureau of Labor Statistics, Consumer Expenditure Surveys, 2022
Source: BMO Economics, Peterson Institute for International Economics
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Leading Economic Indicators in a Prolonged Decline Begins to Deteriorate Again
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Forecasting an Abrupt Slowdown in Economic Growth This Year

Real U.S. GDP Growth
Q4/Q4 % Change
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Source: BMQ Economics, Bureau of Economic Analysis
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Tariff Threats Are Stoking Consumer Inflation Expectations

University of Michigan Inflation Expectations Survey 5-10 Years Ahead
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Source: BMO Economics, Thomson Reuters/Univ. Of Michigan
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Unemployment Fears Skyrocket

U of Mich. Survey Expected Change in Unemployment Rate 1-Year Ahead
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Household Income Expectations at Pandemic Low

Median Expected Increase in Household Income in 1-Yr
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Survey Data Being Heavily Influenced By Political Affiliation

University of Michigan: Consumer Sentiment
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Steady Job Growth Over Past Year- But 78% From Top Three Sectors

Nonfarm Employment YoY Growth
4/30/2025

Total Nonfarm Payrolls

1,882,000

Education and Health Services

894,000
Government 322,000
250,000
225,000
143,000
103,000

77,000

Trade, Transportation and Utilities
Leisure and Hospitality
Construction

Financial Activities

Other Services

Mining and logging -5,000

Information Services -14,000

Professional and Business Services -31,000

Manufacturing -82,000

Sources: BMO Economics, Bureau of Labor Statistics
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Layoff Announcements Spike For the First Time Since Pandemic Started

Challenger U.S. Layoff Announcements
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Technology and Warehouse Layoffs Jump in April

Layoff Announcments YoY Change
April 2025

Technoloey N 22,027
warehousie [ :, ;50
Telecommunications _ 8,089
Retailing - 3,151
Government - 2,782
Total Layoff Announcements:
Health Care and... - 1,828 105,441 Up 62.7% from Year Ago
Non-profit - 1,682
Consumer products - 1,399
Energy - 1,394
Financial Activities . 969

Real estate l 693
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Source: BMO Economics, Challenger, Gray & Christmas, Inc.
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Unemployment Rate Not Done Rising
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U.S. Consumers Hunker Down

Real Personal Consumption Expenditures
Comp. Annual % Change
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Immigration Fueled Population Growth Surge Fades

U.S. Population Monthly Annualized Growth
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Inflation Shock Since the Pandemic Has Been Substantial

CPl by Component, March 2025
% Change From Dec 2019 SA

Food and Beverages 28.8
Housing 27.7
Transportation 26.9

Services 25.8

Other Goods and Services 25.7

Energy 24.9
All Items 23.6
Recreation 15.2
Medical Care 12.3

Apparel 7.0

Education and Communication 5.9

Source: BMO Economics, Bureau of Labor Statistics
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Core Consumer Inflation Still Well Above Fed 2.0% Target

Percent

Consumer Price Index Growth
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Producers Facing Rapidly Rising Input Prices Again

Diffusion Index

% Empire State PMI - Prices Paid 6 mo. Ahead
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Core PCE Inflation Moves Further Away From the Fed’s Target

Personal Consumption Expenditure Prices Excluding Food and Energy
YoY % Change, SA
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U.S. Inflation Outlook Murky — Significant Upside Risks

PCE Core Prices
m Additional Trump Policies ©4/Q4 % Change
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U.S. Federal Debt Outlook Has Never Been Worse

Federal Debt Held Percentage of GDP

by the Public 120 ¢ | Projected
Debt held by the public rises
each year. From 2025 to 2035,
it swells from 100 percent of
GDP to 118 percent—an amount
greater than at any point in the
nation’s history. (For more
details about CEO’s budget 60
projections, see Appendix B.)
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Source: BMO Economics, CBO
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Federal Government On The Road to Bankruptcy

Senate Instructions Allow Larger Debt Impact Than Any Recent Law

Primary Deficit Impact in Billions of Dollars, as Passed

2017 Tax Cuts and Jobs Act

2020 CARES Act

Senate Budget Instructions could add more
- to deficits than all these laws combined

2021 American Rescue Plan Act

2021 Bipartisan Infrastructure Law

House Budget Instructions

Senate Budget Instructions

|I

S0 $1,000 $2,000 $3,000 $4,000 $5,000 $6,000

Source: Congressional Budget Office, CRFB estimates, House Budget Committee, Senate Budget Committee

Note: House Budget Instructions shown as 52.8 trillion, but possibly totaling 53.3 trillion without additional CRFB. org
spending cuts
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Budget Bill Threatens to Aggravate Income Inequality

Projected Income Effects from House GOP Budget

Top 5% B 516,835

Top 10% B s10,085

Top 20% B s6,220
Fourth Quintile | 51,230
Middle Quintile 5345

Second Quintile -$430

Bottom 20%-$1,125 |
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Source: BMO economics, Yale Budget Lab
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Policy Combo Puts Dollar Safe Haven Status at Risk
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How Fast Will the Fed Be Able to Cut?

Fed Funds Rate Outlook
(Year-End)

Fed Funds Futures Expected Value - 5/9/2025
6.500 B BMO Economics Forecast

B FOMC Dot-Plot Median Estimates - Mar. 2025 Meeting
5.500

3.6 3.6 3.9 32 35

= 3.2 .
5 3.500 29 3.1 3.1
bt
& 2500

1.500

0.500

-0.500

2024 2025 2026 2027

Sources: BMO Economics, Chicago Board of Trade Federal Reserve

BMO Capital Markets | © COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. | https://economics.bmo.com

31



Treasury Yield Curve Whipsawed

U.S. TREASURY YIELD CURVE
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Real Interest Rates On the Rise
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Only Modest Interest Rate Relief at the Long-end of the Treasury Curve

Interest Rate Forecast
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Corporate Profits as a Share of the Economy Has Never Been Higher

Corporate Profits After Tax as Share of GDP
(with IVA & CCAdj)
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Even After Recent Volatility U.S. Equity Prices Still Look Rich

Ratio

S&P 500 Cyclically Adjusted Price-Earning (CAPE) Ratio
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Kong). This report has not been reviewed or approved by any regulatory authority in Hong Kong. Accordingly this report must not be issued, circulated or distributed in Hong Kong other than (a) to 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, or (b) in circumstances which do not result in or constitute an offer to the public in Hong Kong.
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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
security, or as an offer to provide investment management or advisory or other services in Japan. Securities may not be offered or sold in Japan by means of this report or any other document other than to Qualified Financial Institutions within the
meaning of item (i) of Article 17-3 of the Government Ordinance to enforce the Financial Instruments and Exchange Act (Kinyu Shohin Torihiki Ho Sekou Rei). Unless specified otherwise, the securities that may be offered to you are not and will
not be registered in Japan pursuant to the Financial Instruments and Exchange Acts.

To Taiwanese Residents: This report is not intended to constitute investment advice nor a public offer for any investment products to investors in Taiwan. This report should only be accessed by investors in Taiwan that are qualified to invest in
investment products pursuant to relevant Taiwanese laws and regulations, and subject to sales restrictions as set forth in the relevant Taiwanese laws and regulations. BMO Capital Markets has not and will not secure the required licenses in
Taiwan for the offer of securities and investment services. Any offer of securities has not been and will not be registered or filed with or approved by the Financial Commission of Taiwan and/or other regulatory authority pursuant to relevant
securities laws and regulations of Taiwan, and may not be issued, offered or sold within Taiwan through a public offering or in circumstances which constitute an offer that requires a registration, filing or approval of the Financial Supervisory
Commission of Taiwan and/or other regulatory authority in Taiwan under relevant securities laws and regulations of Taiwan. No person or entity in Taiwan has been authorized to offer or sell the securities in Taiwan.

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 registration 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. furnishes 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.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished, retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in
hard or soft copy, through any means, to any person, except with the prior written consent of BMO Capital Markets. Furthermore, you shall not use (nor enable or procure any third party to use) these materials, in whole or in part, for the
development of any software program, model, algorithm, or generative artificial intelligence (Al) tool or any other derivative content, including, but not limited to, training or using these materials in connection with the development or operation of a
machine learning or artificial intelligence (Al) system (including any use of these documents for training, fine tuning, or grounding the machine learning or Al system or as part of retrieval-augmented generation).

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST

BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate banking products. BMO serves Canadian retail clients through BMO Bank
%f Monltﬁal I?nd BMO Nesbitt Burns. In the United States, personal and commercial banking clients are served by BMO Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO
apital Markets.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
™ Trademark Bank of Montreal in the United States and Canada.
© COPYRIGHT 2025 BMO CAPITAL MARKETS CORP. A member of BMO Financial Group
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