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Warsh's Welcome Wagon

May 15 marks the final day with Jay Powell as Fed Chair. Kevin Warsh’s four-year term starts the next day, when
he will take over the Board of Governors seat vacated by Stephen Miran. His first FOMC meeting as Chair will be June
16-17, exactly a month after assuming the role. The market is already speculating about that first meeting, let alone
subsequent confabs. Stoking the speculation are: (1) last meeting’s more hawkish-leaning dissents and Powell’s
announcement that he’s staying on for a bit; (2) the tone of subsequent data that highlighted both core CPI and PPI
inflation heating up more than expected and payrolls growth surprising again to the upside; and, (3) Warsh's reported
preference for lower policy rates and his “regime change” agenda.

The FOMC kept rates unchanged last month, with the target range for fed funds at 3.50% to 3.75%. This was the

third straight pause after three consecutive 25 bp cuts during the final three meetings of 2025. Governor Miran
dissented for the sixth straight time (covering his entire tenure) in favour of a rate cut (or a larger one). The market is
questioning whether Warsh will follow Miran’s dovish wing prints. At this point, we do not think so (at least not
at Warsh's first confab as Fed head), given the Chair’s traditional role in crafting and communicating the Committee’s
consensus.

The Fed also kept its forward guidance unchanged with the phrase: “In considering the extent and timing of additional
adjustments to the target range for the federal funds rate...” Toggling the phrase “the extent and timing of” in and
out, this is the language used since rate cuts began in September 2024. Whenever the modification has been absent,
it has signalled a cut next meeting (Sept./Nov. 2024; Sept./Oct. 2025). Otherwise, it has signalled a cut as early as
next meeting or after a pause. This ‘easing bias’ has become problematic for some FOMC participants.

Three voters (and likely other non-voters) favoured altering the language and dissented accordingly. Cleveland
President Hammack, Minneapolis’ Kashkari, and Dallas’ Logan supported the pause “but did not support inclusion of
an easing bias in the statement at this time”. Given the increased risk of faster inflation from the oil shock (with the
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labour market stabilizing in the background), they preferred a more neutral statement to convey that rate cuts were
no more likely than rate hikes.

There is still a full month of new data to go, but if the tone of recent reports persists, we reckon the ranks of the
‘neutralists’ will be increasing in June. There is the chance that at least four more voters (among the remaining
nine) will join April’s trio and the easing bias could be dropped. The market is questioning whether Warsh will be
onside should the majority favour shifting policy further away from potential easing, at least for a little while, and
towards possible tightening.

Elsewhere, it is going to take time to tick off the assorted items on Warsh’s “regime change” agenda. In some
cases, he will need congressional action. For example, to meaningfully shrink the Fed’s balance sheet, legislation is
required to relax bank liquidity rules (the liquidity is often in the form of reserve balances that currently top $3 trillion,
and boost the balance sheet’s size). And, when the Fed does not “stay in its lane” (of promoting price stability and
maximum employment), it is often because Congress has given the Fed authority over regulatory and supervisory
matters.

In other cases, Warsh will need majorities on the Board of Governors or in the FOMC to effect change. Providing less
forward guidance (via modifying or dropping the ‘dot plot” or having fewer pressers) or altering the operational target
for inflation (using the trimmed mean and median indices instead of the core) are monetary policy practices that are
voted on (just like rate decisions). To walk his nomination hearing talk, Kevin Warsh must convince other Governors
and regional Presidents to hop on his bandwagon. This will take time, but at least he has Jay Powell’s counsel for
now.

Despite the arrival of a3 new Fed head, we are modifying our forecast for policy rates. We still see the midpoint of
the target range down 50 bps to 3.125% over time so that it aligns with the FOMC’s median projection of the neutral
level. However, given last month’s dissents and the tone of subsequent data, we now judge that the move to
neutral will be delayed by three months, to December-March.

Bank of Canada: The BoC kept its policy rate unchanged on April 29, with the target for the overnight rate at 2.25%.
This sits at the bottom of the Bank’s 2.25%-t0-3.25% estimate of the neutral range (an estimate that was reconfirmed
in the MPR’s annual assessment of the range). This marked the fourth consecutive hold, with the market interpreting
this one in the most hawkish light yet.

In the press conference, Governor Macklem said “a policy rate close to current settings looks appropriate to support
adjustment in the economy and return inflation to target” assuming oil prices drop and U.S. tariffs remain the same.
But he acknowledged that “uncertainty is unusually elevated” and “monetary policy may need to be nimble”. “We
may need to cut the policy rate further” if U.S. trade restrictions worsen. Or “there may be a need for consecutive
increases in the policy rate” if oil prices stay high and there are signs that this is fueling “ongoing generalized
inflation increases”. It was the reference to “consecutive increases” that perturbed market participants.

Sitting at the bottom of the neutral range, the policy rate is 25 bps away from moving below it but 100 bps away
from moving above it. This means if a shift into either an unequivocally accommodative or restrictive gear is required,
there is going to be asymmetric movements in the policy rate. However, the market looked past the arithmetic
and saw a central bank with serious concerns about inflation persisting, and is pricing in at least a couple of quarter-
point rate hikes by year-end. We do not doubt that the Bank could raise rates, but we judge it has a much longer
tightening fuse than the market does. The key core inflation metrics are all very well-behaved, and there is so far

no evidence of spillovers from energy prices. And the weakened states of the labour market and broader economy
should function as inflation pressure sponges. Plus, there is still significant U.S. trade policy (Section 301 and 232
tariffs) and USMCA uncertainty lurking on the horizon. We reckon the Bank’s current hold is going to last a long
while.
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Bond yields: Ten-year Treasury yields closed at 4.59% on May 15, the highest level since last July. Just before the Iran
War began on February 28, yields had closed at 3.97% in a rare sub-4.00% print. The subsequent jump in oil prices has
pumped inflation expectations (TIPS inflation break-evens are up a net 24 bps), with the remainder of the 62-bp net
selloff reflecting the combination of increased inflation risk and a less constructive (and riskier) expected profile for
Fed policy rates. The market is currently pricing in more than an 80% chance of a rate hike by year-end.

Also adding some subtle upward pressure on yields are dimming fiscal prospects caused by the repayment of IEEPA
tariffs ($166 billion + interest according to (BP) and the cost of the Iran War. Meanwhile, talk of shrinking the Fed’s
balance sheet—meaning the market must absorb what the Fed rolls off—also is not helping. Although 50 bps worth
of rate cuts (by March) should exert some downward pressure on yields, the monthly average will likely remain at
least at 4.00%, short of mounting prospects for chunky Fed cuts (>25 bps) or escalating risks of recession. Meanwhile,
deteriorating fiscal fundamentals (for which investors are demanding higher yields to compensate) should also act to
keep yields north of 4.00%. (Investors are also concerned about the erosion of both Fed independence and U.S. dollar
dominance.)

Elsewhere, 10-year Canada-U.S. bond yield spreads have moved more negative as Treasury yields have moved
higher. The spread closed at -91 bps on May 15, the most negative since mid-November, despite the money market
pricing in at least a couple of quarter-point BoC rate hikes by the end of the year (compared to less than one for the
Fed). Apparently, bond market participants are paying more attention to Canada's superior core inflation performance
along with a fiscal picture that is not darkening as badly as south of the border. However, we do expect spreads to
start grinding less negative again, particularly as Fed rate cuts resume with the BoC standing pat. The trend to the
eventual low -60s range should be a bumpy one, with Canada’s own fiscal deterioration on both the federal and
provincial fronts prodding some volatility (that is, except for the oil-producing provinces).

U.S. dollar: Assuming its traditional safe-haven role amid escalating geopolitical and global economic risks, the
greenback gained ground at the beginning of the Iran War. According to the Wall Street Journal’s index, the currency
appreciated 2.7% by its peak on March 30 (vs. the February 27 close). However, as a ‘shaky’ ceasefire emerged in
early April and appeared to stick (for the most part), reducing the above-mentioned risks, the dollar depreciated. All
the post-war gains were wiped out by the first week of May. This week, the greenback started gaining again, this
time due to the rising risk of Fed rate hikes in the wake of worrisome inflation reports.

We still expect the next move by the Fed will be a rate cut, not a hike; and when the market starts feeling the wind
of easing, the currency should re-weaken. In the interim, there could be additional dollar appreciation, but we reckon
this would fall well short of the post-war peak (unless the bombing resumes). Comparing December averages, we see
the greenback down close to 2% this year (against the major currencies).

Canadian dollar: Higher oil prices in the wake of the Iran War initially provided some support for the loonie, but it
lasted only for a week or two. The factors boosting the greenback ended up dominating, even with the market pricing
in Bank of Canada rate hikes and, until recently, not for the Fed. By March-end, the currency had lost 2.2% against the
big dollar only to gain it all back, and then some, by the end of April (+2.6%) as the U.S. dollar weakened. The Bank’s
hawkish talk also helped, but this too has not provided lasting support with mounting market speculation about Fed
rate hikes now dominating.

Once Fed rate cuts are back on the market’s mind and being realized, we look for the Canadian dollar to follow an
appreciating trend, getting to €$1.33 (US$0.752) and registering a 3%2% y/y gain by 2026-end. This is better than
the pack of majors, as the Canadian economy rebounds after being hit disproportionately by U.S. trade policy. But
the latter remains a major risk facing the loonie and there is still significant uncertainty lurking on the horizon with
respect to Section 301 and 232 tariffs along with the USMCA review.
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Overseas Jennifer Lee, Senior Economist

We are all some form of hawks now... some have been around for a while (those in Japan), and there are others that
are just entering the vicinity. In any event, throughout April and early May, financial markets have witnessed varying
degrees of hawkishness, particularly in terms of how policymakers voted.

The BoJ has been at the forefront, and started tightening in 2024, in a slow but measured manner. It held off due

to the election of PM Takaichi, then again with the uncertainty created by the war in Iran. However, with inflation
remaining above target, energy prices rising, and a still-weak JPY despite intervention efforts by the MoF, the time to
resume rate hikes is coming. After one-third (three members) of the Policy Board dissented in favour of a hike at its
most recent meeting on April 28, we look for the Bank to raise rates 25 bps to 1.00% on June 16.

The RBA, meantime, joined the parade earlier this year and has raised the cash rate three times, most recently by
25 bps to a 16-month high of 4.35% in May. It was all about inflation, with the latest reports in the week before the
policy announcement showing prices heating up well above target. The Statement still sounded hawkish, noting
"early signs thatmany firms experiencing cost pressures are looking to increase prices of their goods and services",
short-term inflation expectations are climbing, and that “inflation is likely to remain above target for some time",
with risks tilted to the upside. However, a pause was signalled as this latest hike leaves monetary policy "well-placed
to respond to developments". And, Governor Bullock stated during the press conference that with this hike, the
RBA is "now in a position where we’ve got space, to be alert now to both sides of the risks to inflation — upside and
downside.” In other words, the Board will take a breather. The next meeting is June 16, at which we had already
expected policy to stay unchanged. Meantime, we will stick with our call for an August rate hike, but this is all data-
dependent.

The BoE is in a tough spot. The last two meetings saw the Bank remain on hold, but the tone was hawkish. In fact,
the most recent meeting in April had Chief Economist Huw Pill as the sole dissenter, voting in favour of a rate hike,
while even the ultra dovish Swati Dhingra said that the balance of risks for inflation “has shifted to the upside”. But
there is a new uberdove in town, and his name is Alan Taylor. He supported staying on the sidelines “for some time,
then... move to a neutral or accommodative stance.” Markets interpreted the overall announcement hawkishly, so
Governor Bailey, in a repeat of what happened in March, quickly stepped in and threw cold water on such rate
hike expectations. “I would very much give the message: no, it is not the case that we’re sort of giving some sort

of slightly clandestine message, that interest rates are going to go up notwithstanding what we’ve decided today...
today is an active hold.” Our Laurence Mutkin, Director & Head, EMEA Rates Strategy, sees it this way: “The MPC
acknowledged that monetary conditions have been market—not policy-driven—and that policy choices themselves
will be reactive not proactive. In other words, state-dependent. So everything in U.K. rates depends, for now, on
energy prices and political events, and economic agents’ responses to them.” The political turmoil surrounding PM
Starmer (how long will he stay at 10 Downing Street?) would also suggest that the Bank may need to hold off on any
moves in the near term. We continue to see the Bank on hold this year.

Finally, there is the ECB. The central bank has not changed rates at all since mid-2025, although a number of members
have been sounding increasingly hawkish. At the most recent meeting on April 30, President Lagarde revealed

that a rate hike was discussed, "at length and in depth", although the Governing Council unanimously decided to
leave things the way they were. Obviously, they are not pre-committing to anything as they have yet to see second-
round effects of higher energy and food prices. Plus, corporate heads told them that they had "no intention" of

raising wages "significantly". President Lagarde also pointed out that there was still time before the June 11 decision,
during which there will be plenty of data to review and new baseline scenarios. Also interesting was when she said
“Directionally, I think I know where we’re heading.” Following the meeting, the usual sources stepped out of the
shadows and spilled the beans that a June rate hike was “very likely” and that there was a broad agreement that the
ECB needed to move. But sure, let’s hold... “we can live with June”. Also, “several” felt that at least two hikes were
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needed unless the war ends and Brent drops. Central bank heads including those from Germany, Austria and Estonia
have spoken out hawkishly since then, suggesting that they are among those moving toward a June 11th hike. We
will hold our ground for steady policy until the data prove otherwise.

Bottom Line: It is all about duration... how long the war in Iran lasts and following that, how long until the damaged
infrastructure is fixed. Watch inflation expectations, wage growth, and plain old CPl. Meantime, we continue to look
for the BoJ and RBA to hike, but the ECB and the BoE to stay cautiously on the sidelines, ready to act. They just need a
really good reason to back it up.
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Foreign Exchange Forecasts

(local currency per
USS : avg.)

Canadian Dollar

Actual
2026
Apr

Forecasts
2026
May

jun

Jul

Aug

CS per USS 1.38 1.37 1.37 1.36 1.35 1.35 1.34 1.33 1.32 1.31 1.30
UssS per CS$' 0.727 0.730 0.733 0.736 0.738 0.741 0.747 0.753 0.758 0.763 0.768
Trade-weighted 113.3 113.6 1139 1143 1147 1150 | 1158 1164 1168 117.2 1175
u.S. Dollar
Trade-weighted? 119.0 118.7 1185 1183 118.1 117.9 | 1175 1169 116.2 115.6 114.9
European Currencies
Euro’ 1.17 1.17 1.17 1.17 1.17 1.18 1.18 1.19 1.20 1.21 1.22
Danish Krone 6.39 6.40 6.40 6.40 6.35 6.35 6.35 6.30 6.25 6.20 6.15
Norwegian Krone 9.45 9.30 9.30 9.25 9.25 9.25 9.20 9.15 9.05 9.00 8.90
Swedish Krona 9.27 9.35 9.35 9.35 9.35 9.30 9.30 9.25 9.15 9.10 9.00
Swiss Franc 0.79 0.78 0.78 0.78 0.78 0.78 0.77 0.77 0.76 0.76 0.75
U.K. Pound’ 1.35 1.34 1.34 1.34 1.34 1.35 1.35 1.36 1.36 1.37 1.38
Asian Currencies
Chinese Yuan 6.84 6.80 6.80 6.79 6.79 6.79 6.78 6.78 6.77 6.76 6.75
Japanese Yen 159 158 158 157 157 156 155 153 151 148 146
Korean Won 1,484 1,485 1,485 1,490 1,490 1,490 | 1,490 1,490 1,490 1,485 1,485
Indian Rupee 93.5 95.5 95.5 95.5 95.5 95.5 95.5 95.4 95.3 95.2 95.1
Singapore Dollar 1.28 1.28 1.28 1.28 1.28 1.28 1.28 1.27 1.27 1.27 1.27
Malaysian Ringgit 3.97 3.95 3.95 3.95 3.95 3.95 3.95 3.95 3.95 3.95 3.90
Thai Baht 32.3 325 325 325 325 325 325 32.4 324 32.4 323
Philippine Peso 60.3 61.4 61.4 61.4 61.4 61.4 61.3 61.3 61.2 61.2 61.1
Taiwan Dollar 31.7 315 315 315 315 314 314 314 313 313 313
Indonesian Rupiah 17,139 17,435 17,430 17,420 17,415 17,405 | 17,390 17,370 17,350 17,330 17,310
Other Currencies
Australian Dollar’ 0.709 0.720 0.721  0.721 0.722 0.723 | 0.724 0.726 0.727 0.728 0.730
New Zealand Dollar’ 0.585 0.590 0.591 0.593 0.594 0.596 | 0.599 0.603 0.606 0.610 0.614
Mexican Peso 1745 1730 1725 1720 1715 1715 | 17.05 1690 16.80 16.65 16.55
Brazilian Real 5.03 5.00 5.00 4.95 4.90 4.90 4.85 4.80 4.75 4.75 4.70
South African Rand 16.6 16.6 16.6 16.5 16.5 16.4 16.3 16.2 16.0 15.9 15.8
Cross Rates
Versus Canadian Dollar
Euro (cs/€)  1.61 1.60 1.60 1.60 1.59 1.59 1.58 1.58 1.58 1.58 1.59
U.K. Pound (cs/£)  1.85 1.84 1.83 1.83 1.82 1.82 1.80 1.80 1.80 1.80 1.79
Japanese Yen (¥/cs) 116 115 115 116 116 116 116 116 114 113 112
Australian Dollar  (c$/A$)  0.98 0.99 0.98 0.98 0.98 0.98 0.97 0.96 0.96 0.95 0.95
Versus Euro
U.K. Pound (£/€) 0.87 0.87 0.87 0.87 0.87 0.87 0.87 0.88 0.88 0.88 0.88
Japanese Yen (¥/€) 186 185 185 184 184 184 183 182 180 179 177

" (USS per local currency); * Federal Reserve Broad Index
Sources: BMO Economics, Haver Analytics
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Interest Rate Forecasts

Actual Forecasts

2026 2026
Apr May
Canada

Overnight target (period end) 2.25 2.25 2.25 2.25 2.25 225 | 225 225 2.25 2.25 2.25
Overnight target 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25
CORRA? 2.29 2.26 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25 2.25
3-month bills 2.27 2.30 2.30 2.30 2.30 2.30 2.30 2.30 2.30 2.30 2.30
6-month 2.36 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40 2.40
1-year 2.56 2.65 2.60 2.60 2.55 2.55 2.50 2.45 2.45 2.45 2.45
2-year bonds 2.83 2.95 2.90 2.85 2.75 2.70 2.55 2.50 2.50 2.50 2.50
3-year 2.93 3.05 3.00 2.95 2.90 2.85 2.75 2.70 2.70 2.75 2.75
5-year 3.10 3.20 3.15 3.15 3.10 3.05 2.95 2.90 2.95 2.95 2.95
7-year 3.26 3.35 3.30 3.30 3.25 3.20 3.15 3.15 3.15 3.20 3.20
10-year 3.48 3.55 3.50 3.50 3.45 3.40 3.35 3.25 3.25 3.35 3.45
30-year 3.90 3.90 3.90 3.85 3.80 3.75 3.70 3.60 3.60 3.70 3.80
Prime rate 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45 4.45

United States
Fed funds target (period end) 3.63 3.63 3.63 3.63 3.63 3.63 3.38 3.13 3.13 3.13 3.13

Fed funds target 3.63 3.63 3.63 3.63 3.63 3.63 3.57 3.34 3.13 3.13 3.13
EFFR? 3.64 3.63 3.63 3.63 3.63 3.63 3.57 3.34 3.13 3.13 3.13
SOFR* 3.64 3.59 3.60 3.60 3.60 3.60 3.54 3.32 3.12 3.12 3.12
3-month bills 3.70 3.70 3.70 3.70 3.70 3.70 3.60 3.35 3.05 3.05 3.05
6-month 3.72 3.75 3.75 3.75 3.75 3.75 3.70 3.40 3.15 3.15 3.15
1-year 3.69 3.80 3.75 3.70 3.70 3.65 3.55 3.30 3.15 3.15 3.20
2-year notes 3.80 3.95 3.90 3.80 3.70 3.65 3.45 3.20 3.15 3.20 3.25
3-year 3.82 4.00 3.95 3.85 3.80 3.75 3.60 3.40 3.35 3.40 3.45
5-year 3.94 4.10 4.05 4.00 3.95 3.90 3.80 3.60 3.60 3.65 3.70
7-year 4.12 4.25 4.20 4.15 4.10 4.05 4.00 3.85 3.80 3.85 3.90
10-year 4.32 4.45 4.40 4.35 4.30 4.25 4.20 4.05 4.05 4.10 4.15
30-year bonds 4.91 5.00 4.95 4.90 4.85 4.85 4.75 4.60 4.60 4.65 4.70
Prime rate 6.75 6.75 6.75 6.75 6.75 6.75 6.69 6.46 6.25 6.25 6.25

Other G7
ECB Deposit Rate' 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00
10yr Bund 3.02 3.05 3.05 3.05 3.10 3.10 3.10 3.10 3.00 2.90 2.80
BoE Bank Rate' 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75
SONIA® 3.73 3.73 3.73 3.73 3.73 3.73 3.73 3.73 3.73 3.73 3.73
10yr Gilt 4.87 5.00 5.00 4.95 4.95 4.90 4.85 4.80 4.70 4.60 4.50
BoJ O/N1 0.75 0.75 1.00 1.00 1.00 1.25 1.25 1.25 1.25 1.25 1.25
10yr JGB 2.42 2.50 2.49 2.47 2.46 2.44 2.41 2.40 2.40 2.40 2.40

"end of period; * Canadian Overnight Repo Rate Average; * Effective Fed Funds Rate; * Secured Overnight Financing Rate;

® Sterling Overnight Index Average Sources: BMO Economics, Haver Analytics
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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 I1) 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.

To E.U. Residents: In an E.U. Member State this document is issued and distributed by Bank of Montreal Europe plc which is authorised and regulated in Ireland and operates in the E.U. on a passported basis. This
document is only intended for Eligible Counterparties or Professional Clients, as defined in Annex Il to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID 11).

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, (1) 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 (Il) 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) requlated activities under the Securities
and Futures Ordinance (Cap 571 of the Laws of Hong 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.

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.

To 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 of Montreal and 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 Capital 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 2026 BMO CAPITAL MARKETS CORP. A member of BMO Financial Group
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