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‘Twas the Month Before Inauguration...

Douglas Porter, CFA
Chief Economist
douglas.porter@bmo.com

...when all through the fold,

Not an asset was stirring, not even in gold

The forecasts were hung on the website with care,
In hopes that faint inflation would soon be there.

The markets were nestled all snug in their rally
While visions of lower rates added to the tally
And many in Crypto, and Apple’s big cap

Had just settled accounts for a long winter’s nap

When out of Mar-A-Lago there arose such a clatter,
We sprang to our screens to see what was the matter
Away to the sell button they flew like a flash
Unloaded some Treasuries, and moved into cash

And then, with a tariff, | heard on the roof
The posting and taunting with very little proof
As we drew in the Fed, stocks were now turning around

Down the chimney even St. Nvidia came with a bound.
The financial market rally that had been the hallmark of 2024 has run into some heavy

weather as the year draws to a close. The struggle was best characterized by the
Dow’s 10-day decline, a streak not seen since 1974. The immediate and obvious trigger
this week was the Fed’s more cautious outlook on the pace of 2025 rate cuts, as
policy moves into a “new phase” after this week’s 25 bp slice. But can anyone really
be surprised that the Fed has turned coy? U.S. GDP growth continues to roll along
close to a 3% pace, core inflation has been a bit sticky in recent months, and there is
monumental uncertainty on the fiscal policy front—accentuated by the collapse of the
spending agreement, and now the real possibility of a government shutdown.

Apparently, the market saw none of this coming, fixating on the FOMC’s dot plot shift
to just 50 bps of cuts next year (from 100 bps previously). We'll note that over the dot
plot didn't actually manage to get the rate call right for 2024 until the Autumn,
whereas BMO Economics was calling for 100 bps of cuts, all in the second half of
this year—correcto-mundo—since late 2023. Still, the back-up in yields resumed, with
10-year Treasuries rising almost 10 bps on the week to finish around 4.5%, while 2s
nudged up a few bps to almost 4.3% even with a Fed rate cut and a friendly core PCE
reading (up just 0.1% m/m). Thus, 10s are up 60 bps this year, even as the Fed has cut
100 bps, taking the yield curve from deeply inverted to upward sloping.

The sell-off in bonds and the prospect of fewer rate cuts next year rattled equities,
which were already wobbling after a powerful run. The S&P 500 dropped more than
1%, falling back below 6000 and washing away most of the post-election rally. It's a
similar picture for the TSX, which has dropped for 8 of the past 9 sessions and is back
to early November levels. (Before amping up the gloom, we would note that with a
Friday bounce the S&P 500 is still up 25% this year and the TSX has been close by with
an 18% gain.) Even gold and crypto currencies, which had feasted recently, were hit
hard by a more cautious Fed and the general pullback in sentiment.
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Beyond the Fed, markets are also dealing with profound policy uncertainty in
general. The U.S. fiscal outlook is clouded not just by the near-term threat of a
shutdown—now with some debt ceiling drama adding spice—but by the more
existential threat of a $2 trillion budget deficit. We have long suspected that fiscal
policy will not provide any net growth boost in 2025—new tax relief will take time, and
will likely be paid for by spending cuts. And, it’s pretty clear that there will be some
real effort to rein in government outlays, especially after a 10% jump this year.

Finally, investors are also grappling with the absolute wildcard of U.S. trade policy.
While the conventional wisdom is that the incoming President’s audacious threats

are mostly bluster, no one can be truly sure, and there are plenty of indications

that the risk is much more serious than in the first Trump Administration. There is
massive debate over just how inflationary tariffs could be for the U.S. economy, but
the direction is clear—higher—and there’s no debate on the tariff impact on growth—
lower. Thus, increased protectionism is negative for financial markets, while powering
the U.S. dollar. A higher greenback is the one aspect of the Trump Trade that rolls on
relentlessly, with the dollar index now up almost 8% just this quarter.

The flipside of the strong dollar has been misery for the loonie. While not especially
weak against other currencies (Chart 7), the USS exchange rate matters much more to
the Canadian economy than others, given the heavy weight of two-way Canada/U.S.
trade. After holding mostly steady in a narrow range through the first 10 months of the
year, the Canadian dollar has sunk 4% just since the U.S. election, drooping below 70
cents for just the third time in the past 20 years. To be sure, we're still a long way from
the record lows of 61.8 cents (or $1.618/USS—love the symmetry!) in early 2002, but
the deep sag threatens to stoke smoldering inflation, and will likely damage already
weak consumer sentiment.

The pressures on the currency are well-known: First, a
CGhIaFEI C . US$ 2024: All Fall strong U.S. dollar generally is driving down everyone.
0bal LUITENCIes vs . a Second, the Bank of Canada’s uber-aggressive 175

Since End-2023 (% chng vs. US$ : as of December 20, 2024, 8:00 am) bps of rate cuts was always a clear risk to the loonie,
south Afrca g further endangered by the Bank’s loonie-faire stance
£yroChina P on the exchange rate. Third, the looming threat of
switzerland 7 — 25% U.S. tariffs has added to the pressure. If that
Ausialia & steaming cauldron wasn’t enough to cook the loonie,
- 100 how about a little domestic political intrigue for an
ew Zealand 10.8 ) ,
Norway -10.8 eye of newt? Or how about a lot? Chrystia Freeland’s
South Korea -11.0 .. . ..
e PR sudden decision to step down as Finance Minister on
Tukey 16 Monday—the very day of the Fall Economic Statement
Argentina _-20.9 I} —sent shockwaves through Ottawa, casting more doubt
24 20 -6 -12 -8 -4 0 on the government'’s future, resulting in a full Cabinet
Sources: BMO Economics, Bloomberg shuffle, and culminating in a pledge by the NDP to vote

to bring down the government—an early 2025 election
now beckons.

Overshadowed by the high political drama was the mundane news that Canada’s
fiscal situation has weakened since the spring budget—no real surprise there, we
must say. Deficits now weigh in closer to 2% of GDP for the past and current fiscal
year (averaging $55 billion), versus the prior plan of closer to 1% (or about $40 billion).
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Yet, the debt/GDP ratio is no worse for wear at around 42%, thanks to a big upward
revision to GDP. We suspected that the near-term policy outlook would not materially
shift under new FM Dominic LeBlanc, and now we face an election in any event.

While Canadian bond yields initially jumped on the news of Freeland’s departure, by
week’s end they had essentially mirrored the rise in Treasury yields—so no discernible
net market impact, even with the prospect of an election. However, it is fair to say

that the deepening political uncertainty is just one more reason why traders are so
down on the loonie as 2024 draws to a close. Lest you think that this is some kind of
unusually traumatic year for the currency, note that there have been no fewer than
seven other years in the past 50 that have seen the Canadian dollar weaken by 7.5% or
more. Uncomfortable maybe, but it's not unusual.

Sticky Inflation-Toffee Pudding

Inflation Trends

Michael Gregory, CFA  America’s monetary policymakers headed home for the holidays after this week’s
Deputy Chief Economist - confab. They departed D.C. not with visions of sugarplums dancing in their heads but
michael.gregory@bmo.om rotting about dogged inflation on the ground and dilating confidence intervals

around their inflation forecasts.

In the presser, Chair Powell said the “single biggest
factor” why FOMC participants pared their expectations

United States — November 2024 (% change : a.r.) for policy rate cuts next year (to a median of 50 bps from

total

3- 6-
mnth mnth
2.1

100 bps before) might be that “inflation has once again
underperformed relative to expectations”. He added:

core’ §§ gg §§ “the slower pace of cuts for next year really reflects both
. T S0 21 27 the higher inflation readings we've had this year, and

core 37 29 33 the expectation inflation will be higher.” In the FOMC’s

supercore 43 31 43 Summary of Economic Projections (SEP), the median

"ex. food and energy; * core services ex. housing rents
Sources: BMO Economics, Haver Analytics, BEA, BLS

forecasts for total and core PCE inflation were lifted for

this year and next, with core by at least a couple of
tenths (now 2.8% and 2.5% Q4/Q4, respectively). Indeed,
core inflation now only returns to the 2.0% target in
2027, a year later than in the previous SEP.

November readings emphasize inflation’s stubbornness (Table 1). The yearly change

in core PCE prices was 2.8%, smack dab in the middle of the 2.6%-t0-3.0% range of
the past nine months (and, unrounded, it’s also a seven-month high). The ‘supercore’
measure is still running hot (above 3%) and the CPI's counterparts are even higher.
In dissecting recent results, Powell said: “Housing services inflation actually is steadily
coming down now, albeit... slower than hoped. And we’ve had recent high readings
from non-market services and some bumpiness for goods.” Powell also said part of the
stickiness reflects the fact that “we are lapping very low readings of late last year”.

Indeed, in December 2023, three- and six-month annualized core PCE inflation

rates were 1.6% and 1.9%, respectively, which caused visions of rate cuts to dance
in policymakers” heads last holiday season. This instead became a nightmare, as

the former spiked to 4.4% in March with the latter eventually drifting above 3%.
Businesses’ beginning-of-the-year price adjustments seemed to occur en masse,
perhaps mirroring a move away from the more frequent intra-year adjustments soon
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after the pandemic and amid the supply chain disruptions. Is this destined to occur
again, against the background of sturdy economic performance? The adage, ‘once
burned, twice shy’, might explain why participants opted to be more cautious.

The increased policy caution also reflects the escalating inflationary risk of tariffs
or other policies that could stimulate the economy under the incoming Trump
Administration. Apart from raised inflation projections, policymakers also see more net
upside risk surrounding their forecasts. The latest diffusion index for the core inflation
forecasts (with +1 meaning 100% of participants see net upside risk) was 0.79. Apart
from the December 2021-to-December 2022 period, when inflation was spiking to 40-
year highs, this metric has not been this high since it began in 2007.

Perhaps Powell said it best: “when the path is uncertain you go a little bit slower.”
And, to end on an upbeat note... this time last year the Fed was forecasting 75 bps
worth of easing for this year, and we got 100 bps. Happy thoughts!

U.S. Economy: Go, Go, Go

Sal Guatieri
_ Senior Economist
~ sal.quatieri@bmo.com

The U.S. economy is barreling into the new year with a good head of steam.

The Commerce Department revised up third quarter growth by three notches to 3.1%
annualized. Rather than downshifting, the economy sped up a bit. The revisions were
widespread, spanning nonresidential investment (4.0%), government spending (5.1%),
and even exports (9.6%) despite the lofty dollar. The only weak spot was residential
construction, though more recent data flag a pickup. Existing home sales jumped
nearly 5% in November, stretching their two-month gain to more than 8%, albeit from
14-year lows. It's a start.

Consumers, as usual, are driving the train, spending at a 3.7% clip in the third
quarter and 3.0% in the past year. That’s why retail outlets accounted for more than a
third of growth in industry GDP last quarter. And, holiday sales look merry with a solid
0.3% advance in real personal spending in November. That should keep a 3-handle on
the Q4 pace, which is why we bumped up our GDP growth call to 2.1%.

This all means the sprightly economy barely lost a step in 2024 with growth of
around 2.8%, the mildest of decelerations from 2.9% in 2023. For what it’s worth
(which isn’t much), even the leading indicators index turned positive last month after
coasting head-first downhill for three years. Not sure what it’s supposed to lead, as
growth averaged a decent 2.3% in the period, though it at least captured the downshift
from the stimulus-hyped 6.1% pace of 2021. Thanks for coming out.

While we left our 2025 growth call unchanged at a healthy 2.3%, the range

of uncertainty is especially wide. Growth could outperform again if Trump’s tax
policy measures (namely, a cut in corporate rates and the repeal of taxes on tips,
overtime pay and seniors’ benefits) are expedited into law. But with the administration
and Congress likely to be preoccupied with his protectionist agenda (starting on
Inauguration Day), the fiscal goodies could take a back seat for a while and may also
come with a few lumps of coal in the spending sock. Conversely, the economy could
undershoot the mark if a trade war breaks out. Toss in difficult USMCA talks, trade
tensions with China, lofty stock valuations, ongoing conflicts in Ukraine and the Middle
East, and it’s safe to say that next year won’t be boring. We could still land at 2.3%
growth, but after a lot of hand wringing and a little hair pulling.
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Brazil: Reversal of Fortune

Art Woo
Senior Economist
art.woo@bmo.com

In stark contrast to last year’s 8% appreciation in the Brazilian real against the
greenback, the currency has tanked 20% in the current year to date. Moreover, the
central bank (BCB) was forced to intervene in the foreign exchange market this
past week (i.e., sell U.S. dollars to support the real) to stem capital outflows, leading
to headlines that the country is in the midst of a “currency crisis’. All of this begs the
question: how did Brazil end up veering so far off track when it is on the verge of
posting another banner year of economic growth?

It appears that Brazil’s policymakers have been caught off-quard by two interrelated
developments: (1) the emergence of an overheated economy, and (2) the adoption
of a new fiscal rule in 2023 that has led to a (much) looser fiscal stance. Beyond the
impressive rise in real GDP, which looks set to grow 3.0% for the second consecutive
year, a strong labour market has resulted in the unemployment rate falling to an
average of 6.2% in the three months to October, well below the average of nearly
11% in the past decade. Notably, there are now reports of worker shortages in several
sectors (e.g., construction, agriculture, technology, etc.).

The tight job market helps explain why taming inflation has proven more difficult than
the BCB anticipated as consumer spending has boomed. Headline CPI rose 4.9% y/y in
November, up from a low of 3.7% in April and, more critically, remains above the B(B’s
year-end inflation target range of 1.5%-t0-4.5%. As a result, the BCB has been forced
to make a U-turn on monetary policy by hiking the Selic rate by 100 bps to 12.25% on
December 12 and a total of 175 bps in its last three meetings. Moreover, the BCB has
indicated it will hike by 100 bps at each of the next two meetings, which would take
the policy rate above its post-pandemic high of 13.75%. Such a development stands in
stark contrast to expectations at the start of the year when consensus was projecting
the Selic rate to fall to 9.0% by end-2024.

More critically, there are increasing fears that the country’s public finances are
rapidly deteriorating given the latest fiscal consolidation package announced in late
November, which included new income tax exemptions. Taking a step back, it appears
that the government’s decision in 2023 to replace the prior (rigid) public spending

cap with a more complicated and flexible fiscal rule has weakened fiscal discipline
significantly. There are two fundamental problems with the new fiscal rule. First, the
ability to easily change the primary budget balance targets, regardless of the state

of the economy. These targets, which were lowered in May to -0.5% of GDP in 2024,
0.0% in 2025 and +0.25% in 2026, are unlikely to be met even if the latest measures/
cuts are approved. Second, there remains no strong mechanism to anchor the overall
budget balance (including interest payments) and thus the overall level of public debt.
We estimate that the broader budget balance will continue to post single-digit deficits
in the range of 7%-t0-8% of GDP. As a result, Brazil’s general government debt/GDP
ratio, which stood at 78.2% in 2024Q3 (vs. 74.4% at end-2023), is expected to march
steadily upwards.

Key Takeaway: It appears that long-held fears that the return of leftist President Luiz
Indcio Lula da Silva (a.k.a. Lula) would undermine hard-fought gains in restoring both
fiscal and monetary discipline are proving to be prescient. Thus, the Lula Administration
will need to take bolder action in 2025 to counteract these concerns.
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Holiday Carols

Tariff Wonderland

(Sung to Winter Wonderland)
Custom bells ring
Trump is listening
In the duty lane

( /
The flow is lessening \5’ \9//4
A beautiful sight = ‘;‘7\27,
He’s happy tonight 1) A\
Walking in a tariff wonderland DN

Gone away is the trade gap
Here to stay is a surplus

What could go wrong

Just go along

Walking in a tariff wonderland

On the border we can build a trade wall
Then pretend inflation will go down
He'll say: Are you worried?

They'll say: woah man!

You're not even in the job

And knocking us aroun’

Last Christmas - Fiscal Policy Edition

Last Christmas, we showed some restraint
But the very next day, the polls kept melting away
This year, with election fears

I'll give you something special ;\)'
Sometimes bitten but never shy (I '

Held many portfolios, and now the finance guy
Tell me, JT, do you still need me?
Well, those big deficits, they don’t surprise me

A

!
“Happy Christmas,” got a cheque and I'll send it ')

With a GST cut too, you'll know that | meant it
Now | know how foolish policy has been
But if | give it out now, can | fool you again?

I'm Dreaming Of A Vibe-cession
(Sung to White Christmas)

I'm dreaming of a vibe-cession

Unlike the ones I used to know

Where the markets glisten and children listen
To see our living standards go

Later on

They’ll perspire

As export sales go up in fire
To be so afraid

of the plans that you've made
Sulking in a tariff wonderland

In the Office we can build a doughman

And pretend that it’s a cash cow

We’ll make lots of bucks with mister doughman
Until the retaliators knock it down

When duties flow

Ain't it thrilling

Though we know who gets the billing
we'll frolic and pay

The protectionist way

Walking in a tariff wonderland
Walking in a tariff wonderland

— Sal Guatieri

Last Christmas, we showed some restraint

But the very next day, the polls kept melting away
This year, with new tariff fears

I'll come up with something special

A crowded room, voters with tired eyes
Worrying of our neighbour and his soul of ice
Well sir, I thought you were a trader to rely on
Us? We just wait for those tariffs to pile on

Last Christmas, we showed some restraint

But the very next day, the polls kept melting away
This year, with tariff fears

I'll come up with something special

— Robert Kavcic

I'm dreaming of a vibe-cession
With every jobless rate to rise
“May your bills be airy and light
And may inflation targets stay in sight” ,L\,

— Shelly Kaushik
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Do They Know It’s Easing Time?
(Sung to Do They Know It’s Christmas?)

It's easing time, there’s no need to be afraid
It's easing time, they’ll cut key rates, though not the Bo)

At these levels, theyre restrictive
So we can spare a cut or two
Throw your arms around the Board
At easing time!

Give forward guidance
Guide for where neutral is...
At easing time it’s hard

It'll take lots of analysis

There’s a world outside your window
And it’s a world of uncertainty
Where the only currency rising

Is the resilient USD

And the BRICs bells that ring there
Are the clanging chimes of doom
Well, it's still the greenback’s time
And not the loon!

Shelter Cost Shock
(Sung to Jingle Bell Rock)

Shelter cost, shelter cost, shelter cost shock

Shelter costs sting and shelter costs ding

Snowin”and blowin” as mortgage rates run

Now the broker hop has begun

Shelter cost, shelter cost, shelter cost shock
Shelter costs climb and shelter costs chime

Dancin’ and prancin’ in rental despair
And it's costly there!

0 Little Coin of Canada (Reprise)
(Sung to O Little Town Of Bethlehem)

0 little coin of Canada

How low we see loonie!

Above its deep and dreamless sleep,
U.S. dollars fly by.

Yet in thy dark days shineth

The everlasting light

The hopes and fears of all the years
Are in its current plight

For bear markets are scary,

And gathered all above

While mortals sleep, the sellers keep
Their shorts, of which they love

But there won't be hikes In Tokyo this Christmas time

The greatest qift they’ll get this year is a wage hike (Oooh)
Where wages do now grow, Ueda will make it so

Do they know it's tightening time at all?

Here’s to Lagarde
With no support from Meloni

Here’s to Bailey [ §
By a vote of 6 to 3
Do they know it’s easing time at all? (Y

-

Boost world growth
Let them know it’s easing time again
Boost world growth
Let them know it’s easing time again

— Jennifer Lee

What a tight time, it’s the right time
To ease the pain away

Shelter cost time is a swell time

To go cuttin’ rates down the way

Giddy-up central banks, pick up your feet
Circle around the block

Mix and a-mingle and give us a treat
That'’s the shelter cost shock

— Shelly Kaushik

0 tariff wars, together
Proclaim its falling worth
And praises sing to U.S. growth

And resource prices hit the earth ‘_‘%5
Where shoppers once so happy, “\ -‘\\'.
Off went to Buffalo. 1
Now misery cries out to thee, ‘
The loonie has been laid low;

With BoC stand watching,

And Macklem holds wide the door,

A wide spread wakes, the glory breaks

And to Florida no more.

— Douglas Porter
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Bitcoin the Crypto Currency
(Sung to Rudolph The Red Nosed Reindeer)

You know Dogecoin and Ripple and Polkadot and Tether
Cardano and USD Coin and Ethereum and Binance

But do you recall
The most famous Crypto of all?

Bitcoin the Crypto Currency

Had a very shiny rise

And if you ever saw it

You wouldn't eat all the pizza it now buys

All of the other currencies

Used to laugh and call him names
They never let poor Bitcoin

Join in any currency games

Hark The Herald Dot Plots Sing
(Sung to Hark The Herald Angels Sing)

Hark! the Herald dot plots sing,
“Glory to the new forecast-ing;
PCE on earth, but core less mild;
Growth and neutral unreconciled.”
Joyless, all ye bond yields, rise,
Join the ten-year in the skies;
With angelic hosts proclaim,

“Cuts are shorn in Washington.”

Cuts, by highest tech stocks adored,
Cuts, fueled the longlasting Bull:
Late in time behold Him shift,
Offspring of inflation’s pull.

Veiled in tone the Fed Chair see,
Hail the unstoppable Economy!
Pleased as man with man to dwell,
But now it may be time to sell.

Then one foggy Christmas Eve

The SEC came to say

“Bitcoin, with your blockchain so airtight
Won't you join our trading platform tonight?”

Then how the tech bros loved it
As few shouted out “Ponzi”
“Bitcoin the Crypto Currency
You'll never go down in history”

— Douglas Porter

Hail the once-dovish Chair of Fed!
Hail the hope of further progress!
Light and life to all He used to bring,
Ris'n with healing in His cutting:
Mild He looks for rate relief nigh,
Hopes of 100 bps more have died;
Sworn to bring the core to earth; ‘,A
Fed must now curtail the mirth. N 1N

— Douglas Porter “\
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Jennifer Lee
Senior Economist
jenniferlee@bmo.com

Indications of stronger growth and a move toward price stability are good news for the economy.

Good News

| BadNews

Canada

= Chrystia Freeland resigns;
Dominic LeBlanc steps in as
new Finance Minister...

= ...NDP says it will vote to
defeat Liberal government

= CAD hits 2" lowest level
($1.447) in about a decade

Consumer Prices slowed to 1.9% y/y (Nov.)—but
cores still sticky

Housing Starts +8.4% to 4-mth high of 262,443
a.r.; Existing Home Sales +2.8% (Nov.)

New House Prices +0.1% (Nov.)

Residential Mortgage Credit accelerated to a
14-mth high of 3.7% y/y (Oct.)

Retail Sales Volumes flat (Oct.)—November flash
also flat; Wholesale Trade -0.7% (Nov. A)

Payroll Employment -0.1% (Oct.)—2" decline in
a row; and Job Vacancy Rate -0.1 ppts to 2.9%

Construction Investment -1.1% (Oct.)

Ottawa estimates a $48.3 bln deficit (FY24/25)—
worse than budget; FY23/24 shortfall also wider

Manitoba expects $1.3 bin deficit; B.C. looks for
$9.4 bln deficit (FY24/25)

United States

= FOMC: hawkish 25 bp cut to
4.375%; dot plot now shows
only 50 bps of cuts (2025)

= Economic data this week
generally support that view

Real Personal Spending +0.3%; Wages &
Salaries +0.6%); Core PCE Deflator +0.1% (Nov.)

Retail Sales +0.7% (Nov.)

Building Permits +6.1% to 1.51 mln a.r. (Nov.)
Initial Claims -22k to 220k (Dec. 14 survey week)
Real GDP revised higher to +3.1% a.r. (Q3)
Existing Home Sales jump to 4.15 min a.r. (Nov.)
Leading Indicator +0.3% (Nov.)

Current Account Deficit hit a record high $310.9
bin (Q3)
Industrial Production -0.1% (Nov.)—but mfg up

NAHB Housing Index unch at 46 (Dec.); Housing
Starts -1.8% to 1.29 min a.r. (Nov.)

China

= PBoC repeats key messages
after disappointing data...
rumoured to keep “around
5%" GDP growth target

Industrial Production +5.4% y/y (Nov.)

Retail Sales +3.0% y/y (Nov.)

Fixed Asset Investment slowed to
+3.3% YTD (Nov.)

Japan
= BoJ: dovish hold (despite one
dissenter)

= JPY sinks to nearly ¥160
before MoF pipes up

Core Machine Orders +2.1% (Oct.)

Composite PMI +0.7 pts to a 3-mth high of 50.8
(Dec. P)—2 straight months >50

Trade Deficit shrank to ¥118 bln (Nov.)—from
¥814 bln a year ago as exports grew

Core CPI picks up to +2.7% y/y (Nov.)

Europe

= BoE: dovish hold; Riksbank cuts

25 bps; Norges Bank on hold

= Germany headed to the polls
on February 23

= Moody’s downgrades France
to Aa3

Euro Area—CPI revised down to +2.2% y/y
(Nov.); Labour Costs cooled to +4.6% y/y (Q3)
Euro Area—Composite PMI +1.2 pts to a 2-mth
high of 49.5 (Dec. P)—but 2 straight months <50
Germany—ZEW Survev +8.3 pts to 15.7 (Dec.);
GfK Consumer Confidence +1.8 pts to -21.3 (Jan.)

U.K.—Composite PMI steady at 50.5 (Dec. P)—14
straight months >50

Euro Area—Trade Surplus slashed to
€6.1 bln (Oct.)

Germany—ifo Business Climate Index slips to
84.7; France—Business Confidence -2 pts to
97 (Dec.)

France—Retail Sales -0.1% y/y (Nov.)

Italy—Consumer Confidence -0.3 pts to
96.3 (Dec.)

U.K.—Consumer Prices +2.6% y/y (Nov.);
Average Weekly Earnings +5.2% y/y (3 mths to
Oct.)—fastest since June

Other

= Banxico -25 bps to 10.0%

Australia—Private Sector Credit +0.5% (Nov.)

Australia—Consumer Confidence -2.0% (Dec.)

New Zealand—Real GDP -1.0% q/q (Q3)—large
downward revision to prior quarter
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Douglas Porter, CFA
Chief Economist
douglas.porter@bmo.com

5 Fizzy Facts from ‘24, 5 Fuzzy Forecasts for ‘25

The election cycle dominated the headlines this year, Cljart ! ,
while the economy largely followed the script. Growth Fixed Income’s Extreme Makeover
globally stayed steady, inflation cooled toward 2% in Canada — 2024 (% : as of December 20, 2024, noon)
most mature economies, allowing central bank easing to Benchmark Yields
proceed broadly as expected. And equities thrived against 5.5

this backdrop, even with a late-year wobble. The latter
kicks off our list of top five notable facts from 2024:

3-month
Treasuries

4.75

1) Amid mostly rollicking global equity markets, the
Nasdaq emerged as the leader yet again with a 3.75
sizzling 30% advance, after a world-leading 43% pop

3.25
in 2023. There was much talk of a broadening rally,

both by sector and region—the Nikkei finally topped 275 ! ‘ ‘ ‘ ‘ ‘
its 1989 highs, 35 years later! Even the TSX had a solid Jan - Mar - May sep Nov

year despite a s0ggy economy But non-U.S gains were Sources: BMO Economics, Haver Analytics, Bank of Canada  dot = current

blunted by a strong U.S. dollar. It was thus a tech world
after all, with each of the Magnificent 7 buoyant, and
welcoming some new tech stars to the main stage.

2) Bitcoin was another huge winner, especially post election, briefly topping $100k by
December. But the notable fact here is that each of crypto, gold, and the U.S. dollar
had big gains this year—quashing the view that the three were substitutes. Plus, in
some way all three are often seen as safe havens, but there was little to shelter from
this year, as almost all financial markets were mostly robust.

3) Central banks eased almost everywhere, in some cases aggressively so, and yet
long-term bond yields rose. It's not unheard of to have long-term yields going in the
opposite direction from central bank policy rates. But Canada took it to an extreme this
year—the Bank of Canada led the world with 175 bps of easing, and yet 10-year
GoC( yields rose 15 bps on net from end-2023 levels. That huge shift saw the yield
curve go from deeply inverted to upward sloping by the end of 2024 (Chart 1).

4) The tilt was almost as sharp in the U.S., with 10-year Treasuries rising 60 bps on
the year, even amid 100 bps of Fed easing. The big back-up in 10-year Treasury
yields left them 125 bps north of 10-year GoCs, a record wide spread. Of course
the deeply negative Canada-U.S. spreads weighed heavily on the loonie, sending it
skittering to a drop of more than 7% on the year.

5) Part of the reason Canadian rates fell so much and the loonie was so weak was
the big underperformance by Canadian GDP growth versus the U.S. for a second
consecutive year (1.3% vs 2.8%), and the widest gap in unemployment rates since
2001 (6.8% in Canada vs 4.2% in the U.S.). Yet, Canadian employment growth was
actually stronger than the U.S. in 2024: the average growth in the two Canadian
measures 1.2% y/y (and 1.6% in the LFS alone) topped 0.5% in the U.S. (1.4% in
payrolls). The issue is that Canada’s economy just couldn’t keep pace with still-raging
population growth.
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That's the easy/fun part. Now let’s turn to the more challenging top 5 forecasts for
2025.

1) Some of the Trump Trade begins to unwind as the reality of governing and
trade wars dawns. We saw this in 2017-19: After an initial bounce in Treasury yields,
the U.S. dollar, and commodities, all were fading even before the pandemic erupted
(although the equity portion of the Trump Trade mostly soldiered on). The nub of the
concerted market move is the view that the Red Wave is good for growth, but could
put some upward pressure on the deficit and inflation, thus putting upward pressure
on yields. We suspect that the groaning U.S. budget deficit will constrain tax relief
(which is likely a 2026 story in any event), and be accompanied by spending restraint,
so fiscal policy will not be loose next year. Stretch call: Despite all the concern over the
inflationary impact of tariffs and fiscal stimulus, U.S. core inflation will ebb in 2025.

2) In a similar vein, we suspect much of the gloom surrounding Canada is overdone.
Yes, the threat of 25% U.S. tariffs could quickly torpedo this call, but we are
nevertheless above consensus on Canadian growth at 2.0% for 2025. Canada is
one of the most interest-sensitive economies in the world, and we are now firmly on
the other side of that coin, with housing and consumer spending clearly rebounding.
In addition, love it or hate it, we are looking at fiscal stimulus heading into elections
at the federal level and possibly Ontario as well in the year ahead. Stretch call:
Canadian GDP growth not only picks up, it manages to top the U.S. on Q4/Q4 basis,
as domestic engines kick back to life, and even amid much cooler population growth.
Again, 25% tariffs would deep-six this call.

3) Canadian home prices pick up after three long years of flat to down. Following
a lengthy Iull, home sales are clearly stirring in response to the aggressive BoC

rate cuts, while new listings have simmered down. Like night follows day, this
tighter market points to a rebound in prices next year, even without the heavy-duty
support of strong population growth. Stretch call: Even with rebounding home prices,
affordability continues to improve, as the intense pressure from population growth
relaxes and short-term borrowing costs fall further.

4) Central bank easing continues apace. Markets have become much more cautious
about the prospect for rate cuts from many central banks in 2025; for the Fed, it’s due

to the relentless strength in the economy and sticky inflation, while the BoC and some
European banks have already done a lot. But rates are still in restrictive terrain in most
economies, especially so stateside, and trade uncertainty will weigh on sentiment and
growth. Stretch call: G10 central banks on average ease as much next year as in

2024 (a super stretch call would be “including even the BoC”, in a world of 25% tariffs).

5) It’s always darkest before the dawn. And it certainly is dark times for the Canadian
dollar at the moment, as it flirts with 20-year lows. But there is a lot of bad news
currently piled on top of the loonie, and a lot of good news for the greenback. With
positions leaning so heavily one way, it wouldn’t take much for the ever-flighty
currency to rebound. We expect the Canadian dollar to find bottom in early 2025,
and end the year stronger. Stretch call: The TSX gets into the act, and manages to
outperform the S&P 500—admittedly a call we seem to make often!

Judging Last Year’s
Calls

It was an odd year for
forecasters. While the
economy and inflation
mostly unfolded as
expected, there were just
enough serious wrinkles
to flummox a few key
projections. So while we
got the big picture mostly
right, we barely had a
passing grade on last
year’s calls... we were right
(mostly) on 4 of the 5 big
calls, but only 1-2 of the
stretch calls panned out.

1) Central banks will begin
bringing down rates around
mid-year, and the Fed may
even lead the BoC. Yes,
and no.

2) Canada’s housing
market will continue to
frustrate policymakers,
and affordability will not
improve. Yes, and no.

3) The TSX will perform well
even with a weak economy,
and could outperform other
major markets. Yes, and
not completely.

4) The U.S. dollar loses
altitude, possibly even
heavily so. No and no.

5) Canada’s unemployment
rate will rise by 1 ppt

while the U.S. is up half

a point. By province, the
divergences will narrow to
a record low. Yes and yes.
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Economic Forecast

Economic Forecast Summary for December 20, 2024

2024 Annual
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2023 2024 2025
CANADA
Real GDP (a/q% chng:ar) 2.0 2.2 1.0 1.7 2.8 2.1 1.7 1.9 1.5 1.3 2.0
Consumer Price Index  (y/y % chng) 2.8 2.7 2.0 1.8 16t 1.8 19t 211 39 2.4 1.8
Unemployment Rate (percent) 5.9 6.3 6.5 6.7 7.0 6.9 6.8 6.8 5.4 6.3 6.9
Housing Starts (000s :a.r.) 245 250 238 252 | 250 240 230 220 242 246 ¢+ 235
Current Account Balance ($bins:ar.) -59 -18.8 -129 | -16.4 t| -21.4 ¢+ -22.7 ¢+ -228 % -23.2 t| -18.4  -135 %t -225
Interest Rates (average for the quarter : %)
Overnight Rate 5.00 4.92 4.42 3.58 317 ¢ 292t 267t 250 4.77 4.48 2.81
3-month Treasury Bill 4.94 4.81 4.27 345t 3.10 ¢+ 2851t 2651t 2.45 4.74 4.35 2.75
10-year Bond 3.43 3.58 3.14 3.20 #f 3.10 + 3.05 t 3.00 3.00 3.36 3.35 3.05
Canada-U.S. Interest Rate Spreads (average for the quarter : bps)
90-day -52 -66 -95 -110 4| -107 ¢+ -110 ¢+ -107 * -108 ¥| -53 -81 ¢+ -108
10-year -73 -87 -80 -107 4| -122 ¥ -118 + -111 ¥ -105 ¥| -60 -87 v -114
UNITED STATES
Real GDP (q/q % chng : a.r.) 1.6 3.0 3.1 2.1 4 22 2.2 2.2 2.1 2.9 28t 23
Consumer Price Index  (y/y % chng) 3.2 3.2 2.6 2.7 2.5 2.4 2.6 2.4 4.1 2.9 2.5
Unemployment Rate (percent) 3.8 4.0 4.2 4.2 4.2 4.3 4.3 4.3 3.6 4.0 4.3
Housing Starts (mlns : a.r.)  1.41 1.34 1.33 1.32 ¥| 1.40 1.42 1.43 1.44 1.42 1.35 1.42
Current Account Balance (Strins:a.r.) -0.96 -1.10 -1.24 -1.19 ¥ -1.20 ¥ -1.21 ¥+ -1.22 v -1.22 ¥]| -0.91 -1.13 4 -1.21
Interest Rates (average for the quarter : %)
Fed Funds Target Rate 5.38 5.38 5.21 4.63 4.29 4.04 3.79 3.63 t| 5.10 5.15 3.94
3-month Treasury Bill 5.45 5.47 5.22 4.55 4.15 3.95 3.70 3.50 ¥ 5.28 5.15 3.85
10-year Note 4.16 4.44 3.95 425t 430t 4201t 4101t 4.05 1% 3.96 4.20 4.15
EXCHANGE RATES (average for the quarter)
us¢/cs 74.2 73.1 73.3 715 ¥[ 70.0 + 70.4 71.0 71.7 741 73.0 ¥ 70.8
C$/Uss 1.35 1.37 1.36 1.40 4| 1.43 t 1.42 1.41 1.39 1.35 1.37 1.41
¥/USS 149 156 149 153 ¢ 153 ¢+ 152t 151 % 150 4| 140 151 152
USS/Euro 1.09 1.08 1.10 1.06 1.01 1.02 1.04 1.05 1.08 1.08 1.03
uss$/£ 1.27 1.26 1.30 1.28 1.25 1.26 1.26 1.27 1.24 1.28 1.26

Blocked areas mark BMO Capital Markets forecasts; up and down arrows ( t¥) indicate forecast changes; spreads may differ due to rounding
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Key for Next Week

Canada

Monthly Real GDP
Monday, Dec. 23, 8:30 am
Oct.(e)  +0.2%
Consensus +0.2%

Sep. +0.1%

BoC Summary of
Deliberations for the

Dec. 11 decision
Monday, Dec. 23, 1:30 pm

Benjamin Reitzes
Canadian Rates &
Macro Strategist

‘ benjamin.reitzes@bmo.com

.ﬁ&.

The Canadian economy likely perked up in October with an anticipated 0.2% increase
in GDP, a six-month high. Our call is a tick above the flash estimate, amid solid gains in
manufacturing and wholesale activity, but little change in retail sales. In addition, hours
worked climbed in the month. The rebound in the housing market should provide
support as well, with home sales surging 7.7% in October. Mining/oil/gas is expected
to be one soft spot, according to StatCan. A firmer October, and better start to Q4,
would be a welcome development for the Bank of Canada, which highlighted that
growth was on track to be weaker than forecast in the quarter.

The flash estimate for November will also be released. There's limited data available

so far, but hours dipped, while home sales rose for a fourth straight month. With a flat
retail flash, and a negative early print for wholesale trade, we’ll be watching to see if

the anticipated firmer October momentum stalls in November. — B.R.

The Summary of Deliberations from the Bank of Canada’s December 11 policy
meeting, which saw a second consecutive 50 bp rate cut by policymakers for a
cumulative 175 bps in easing since June, is expected to take a more cautious tone
than the past couple of releases. Governor Macklem laid out plainly that “a more
gradual approach to monetary policy” is expected if the data behave. That language
is consistent with our call for a quarterly cadence of 25 bp cuts into the second half
of 2025. The BoC is feeling its way to neutral, while letting the data quide whether
stimulative policy is necessary. We'll be watching for how attentive policymakers are
to the momentum in consumer spending and housing. Comments on the Canadian
dollar will be scrutinized as well, after the currency has tumbled in recent weeks. All
told, look for a more cautious tone on further cuts from the Bank, even as it remains
intent on easing further. — B.R.

United States

Durable Goods Orders
Tuesday, Dec. 24, 8:30 am
Durable Core

Orders orders
Nov.(e) -0.3% +0.1%
Consensus -0.3% +0.1%
Oct. +0.3% -0.2%

ISM Manufacturing PMI
Friday, Jan. 3, 10:00 am

Dec. (e) 48.2
Consensus 48.5
Nov. 48.4

Sal Guatieri
Senior Economist
sal.quatieri@bmo.com

Durable goods orders are expected to decline 0.3% in November as a pullback

at Boeing likely more than offset a pickup in autos. While the ISM manufacturing
production index turned up last month, it remains in contraction territory. Nondefense
capital goods orders (excluding aircraft) should rise slightly, though they have been
directionless this year. New orders for computers and electronic items have trended
higher on Al-related spending, but machinery sales have been constrained by the lofty
dollar and elevated interest rates. — S.G.

The ISM Manufacturing Index likely pulled back modestly to 48.2 in December, after
spiking nearly two full points in November as companies greeted Trump'’s return by
expanding orders for the first time in eight months. Still, factories will need lower rates
and a weaker dollar to break out of a long-standing slump. On the inflation front, the
prices-paid subindex looks to remain in check given subdued producer prices. — S.G.
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Financials Markets Update

Financial Markets Update for December 20, 2024

Dec 20’ Dec 13 Week Ago 4 Weeks Ago  Dec 31, 2023
(basis point change)

Canadian Call Money 3.25 3.25 0 -50 -175
Money Market Prime Rate 5.45 5.45 0 -50 -175
U.S. Money Fed Funds (effective) 4.50 4.75 -25 -25 -100
Market Prime Rate 7.50 7.75 -25 -25 -100
3-Month Rates Canada 3.12 3.15 -3 -32 -192
United States 433 4.32 1 -21 -100
Japan 0.13 0.16 -2 3 34
Australia 4.45 4.46 -1 2 9
2-Year Bonds Canada 3.05 3.02 3 -31 -84
United States 4.29 4.25 4 -9 4
10-Year Bonds Canada 3.28 3.18 10 -15 17
United States 4.50 4.40 11 10 62
Japan 1.05 1.03 2 -3 44
Germany 2.29 2.26 3 4 26
United Kingdom 4.52 4.41 11 13 99
Australia 4.49 4.29 21 =5 54
Risk Indicators VIX 19.3 13.8 5.5 pts 4.0 pts 6.8 pts
Inv. Grade CDS Spread 2 50 48 3 2 -6
High Yield CDS Spread ? 313 297 16 12 -44
perce ange
Currencies us¢/cs 69.59 70.25 -0.9 2.7 -7.8
CS/USS 1.437 1.423 = = =
¥/USS 156.40 153.65 1.8 1.0 10.9
USsS/€ 1.0416 1.0501 -0.8 0.0 -5.6
uss/£ 1.257 1.262 -0.4 0.3 -1.2
USC¢/AS 62.53 63.62 -1.7 -3.8 -8.2
Commodities CRB Futures Index 290.21 293.96 -1.3 0.1 10.0
0il (generic contract) 69.30 70.82 2.1 2.7 -3.3
Natural Gas (generic contract) 3.65 3.28 1.3 16.6 45.1
Gold (spot price) 2,625.21 2,648.23 -0.9 -3.3 27.3
Equities S&P/TSX Composite 24,615 25,274 -2.6 -3.3 17.4
S&P 500 5,928 6,051 -2.0 -0.7 24.3
Nasdaq 19,636 19,927 -1.5 33 30.8
Dow Jones Industrial 42,927 43,828 -2.1 -3.1 13.9
Nikkei 38,702 39,470 -1.9 1.1 15.7
Frankfurt DAX 19,894 20,406 -2.5 3.0 18.8
London FT100 8,096 8,300 -2.5 -2.0 4.7
France CAC40 7,277 7,410 -1.8 0.3 -3.5
S&P ASX 200 8,067 8,296 -2.8 -3.9 6.3

"=asof 11:20am  ?= One day delay
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Global Calendar — December 23-27

Monday December 23

Tuesday December 24

Wednesday December 25

Thursday December 26

Friday December 27

Industrial Profits

m
c Nov.
* m— - 0,
= Oct. 10.0% y/y
WJ Current Account Surplus
Q3F(e) $146.9bin
Q2 $54.5 bin
- Machine Tool Orders Tokyo CPI  Core CPI Jobless Rate
[3+] Nov.F(e) +3.0%y/y Dec.(e) +2.9%y/y +2.5%y/y [Nov.(e) 2.5%
Ql Oct. +9.4% y/y Nov. +2.5%Yy/ly +22%y/y |Oct. 2.5%
2 Core-Core CPI Retail Sales
Dec.(e) +1.9%yly Nov.(e)  +0.5% +1.5%y/y
Nov. +1.9% y/y Oct. -0.2% +1.3% y/y
Industrial Production
Nov.P (e) -3.5% -3.1%yly
Oct. +2.8% +1.4% y/y
Tokyo CPI Core CPI
Dec.(e) +2.9%yly +2.5%Yyly
Nov. +25%yly +22% Y]y
Core-Core CPI
Dec.(e) +1.9%y/y
Nov. +1.9% y/y
[J) UNITED KINGDOM Markets closed
(.| Real GDP
©|Q3F(e) +0.1% +1.0% y/y
5 Q2 +0.5% +0.7% y/y
ekl
o AUSTRALIA AUSTRALIA AUSTRALIA
g RBA Minutes from Dec. meeting Markets closed Markets closed
whd
o

b = date approximate

Upcoming Policy Meetings | Bank of England: Feb. 6, Mar. 20, May 8 | European Central Bank: Jan. 30, Mar. 6, Apr. 17
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Global calendar — December 30-January 3

Monday December 30

Tuesday December 31

Wednesday January 1

Thursday January 2

Friday January 3

China

Manufacturing PMI
Dec.(e) 50.2
Nov. 50.3
Composite PMI
Dec.
Nov.

Non-mfg.
50.2
50.0

50.8

Markets closed

Caixin Manufacturing PMI
Dec. (e) 517
Nov. 51.5

Manufacturing PMI
Dec.F(e) 49.5
Nov. 49.0

Japan

Markets closed

Markets closed

Europe

Markets closed

EURO AREA
Adjusted Private Sector Credit
Nov.
Oct. +1.6% y/y
Manufacturing PMI
Dec.F(e) 45.2
Nov. 45.2

GERMANY

Retail Sales °
Nov.(e) +0.2% +1.9% y/y
oct. -0.5% +4.8% y/y

UNITED KINGDOM
Manufacturing PMI
Dec.F(e) 47.3
Nov. 48.0

GERMANY
Unemploy. Jobless Rate
+15,000 6.2%
+7,000 6.1%

Dec. (e)
Nov.

Other

® = date approximate

Upcoming Policy Meetings | Bank of England: Feb. 6, Mar. 20, May 8 | European Central Bank: Jan. 30, Mar. 6, Apr. 17
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North American Calendar — December 23-27

Monday December 23

Tuesday December 24

Wednesday December 25

Thursday December 26

Friday December 27

(0 |8:30am  Monthly Real GDP
" |0ct.(e)  +0.2%
O |Consensus  +0.2%
= |Sep. +0.1%
8 8:30am  Manufacturing Sales
Nov. A
Oct. +2.1%
8:30am  Industrial Raw
Product Materials
Price Index Price Index
Nov.(e) +0.1% +0.5%
Oct. +1.2% +3.8%

1:30 pm  BoC Summary of

Deliberations for the
Dec. 11 decision

Christmas Day
markets closed

Boxing Day
markets closed

10:00 am

Dec. (e)
Consensus
Nov.

10:00 am

United States

11:30 am
11:30 am

1:00 pm

In the event of a partial

Conference Board
Consumer Confidence
Index

1123

113.0

111.7

13- & 26-week bill
auctions $153 bln
52-week bill auction

$48 bin

42-day cash management
bill auction $65 bln

2-year note auction

$69 bin

8:30 am

Nov. (e)
Consensus
Oct.

10:00 am
Nov. (e)
Consensus
Oct.

11:00 am
11:30 am

11:30 am

Durable Core
Orders orders
-0.3% +0.1%
-0.3% +0.1%
+0.3% -0.2%

New Home Sales
670,000 a.r. (+9.8%)
665,000 a.r. (+9.0%)
610,000 a.r. (-17.3%)
4-, 8- & 17-week bill
auction announcements
5-year note auction

$70 bln

2®-year FRN auction

$28 bln

Christmas Day
markets closed

8:30 am Initial Claims

Dec. 21 (e) 227k (+7k)

Dec. 14 220k (-22k)

8:30am  Continuing Claims

Dec. 14

Dec. 7 1,874k (-5k)

11:00 am 13- & 26-week bill
auction announcements

11:30 am  17-week bill auction

11:30 am  4- & 8-week bill auctions

1:00 pm  7-year note auction

$44 bln

| federal government shutdown, some releases may be delayed or cancelled; Treasury auctions and the Federal Reserve are unaffected.

8:30am  Goods Trade Deficit
Nov.A (e) $100.8 bin
Consensus $701.7 bin

Oct. $98.3 bin

8:30am  Wholesale and Retail
Inventories (Nov. A)

¢ = consensus; ° = date approximate; ® = reopening

Upcoming Policy Meetings | Bank of Canada: Jan. 29, Mar. 12, Apr. 16 | FOMC: Jan. 28-29, Mar. 18-19, May 6-7
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North American Calendar — December 30-January 3

Monday December 30

Tuesday December 31

Wednesday January 1

Thursday January 2

Friday January 3

11:30 am  4- & 8-week bill auctions

| 10:30am 3-, 6- & 12-month bill New Year’s Day 9:30 am  S&P Global Manufacturing
) auction $16.5 bin markets closed PMI
m (new cash -$10.8 bin) Dec.
% 11:15am  Cash management bond Nov. 52.0
' buybacks Auto Sales®
Noon 1-month bill auction Dec.
$1.875 bln Nov. +8.8% y/y
a In the event of a partial federal government shutdown, some releases may be delayed or cancelled; Treasury auctions and the Federal Reserve are unaffected.
#=110:00 am Pending Home Sales 9:00 am  S&P Corelogic Case- New Year’s Day 7:00 am  MBA 30-year FRM 10:00 am ISM Manufacturing PMI
2 Nov.(e)  +0.5% Shiller Home Price Index markets closed Dec. 27 Dec.(e) 48.2
WA |Consensus  +0.8% (20 city) Dec. 20 Consensus 48.5
- Oct. +2.0% Oct. (e) +0.1% +4.0% y/y Dec. 13 6.75% Nov. 48.4
@ | 11:30am 13- & 26-week bill Consensus +0.2% 1% y/y 8:30am Initial Claims Fed Speaker:
= auctions sep. +0.2% *4.6%y/y Dec. 28 Richmond’s Barkin (11:00 am)
(= 9:00 am  FHFA House Price Index Dec. 21
= Oct.(e)  +0.3% *4.2%y/[y 8:30am  Continuing Claims
Sep. +0.7% 4% y/y Dot o1 9 Saturday January 4 »
11:00am  4-, 8- & 17-week bill Dec. 14 ’ Fed Speakers: Governor Kugler, San ‘
auction announcements 9:45am  S&P Global Manufacturing Francisco’s Daly (5:30 pm)
PMI (Dec.F) sunday January 5 »
10:00 am Construction Spending ‘ Fed Speaker: ‘
Nov.(e)  +0.3% San Francisco’s Daly (1:15 pm)
Consensus  +0.1%
Oct. +0.4%
Autodata Total Vehicle Sales®
Dec.(e) 16.5mina.r.
Consensus 16.6 min a.r.
Nov. 16.7 mina.r.
11:00 am 13- & 26-week bill, 3-,
10%-year note, 30%-year
bond auction
announcements
11:30 am  17-week bill auction

¢ = consensus; ° = date approximate; ® = reopening

Upcoming Policy Meetings | Bank of Canada: Jan. 29, Mar. 12, Apr. 16 | FOMC: Jan. 28-29, Mar. 18-19, May 6-7
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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
requlatory 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 requirement 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 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
requlations 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.

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 2024 BMO CAPITAL MARKETS CORP. A member
of BMO Financial Group
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