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Bank of Canada increased policy rates alongside rising inflation
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BoC starts to reduce policy
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Yields peaked and have come down as
central bankers focused on easing
inflationary pressures




Per-capita consumer spending already declining similarly to prior recessions
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Rise in unemployment rate greater than previous slowdowns, not yet close to
recessionary levels
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Recent increase in unemployment not just a population growth story

Source: Statistics Canada, CIBC
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The Bank of Canada’s own actions are driving one of the few remaining inflationary
elements
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Mortgage Interest Costs (MIC) to cool dramatically over the coming year

MIC inflation (y/y, %)
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Canadian economy now well stocked, could absorb a strengthening of demand or
another supply shock

Quarterly stock to sales ratio: Retail trade
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Housing supply shortfall equivalent to almost three years of building

Source: StatCan, CMHC, CIBC
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Bank of Canada have to cut more than markets were previously expecting to ease
threat from mortgage renewals

Income growth of homeowners with mortgage (2020-2025E) % increase in average 2026 5Yr fixed rate mortgage based on...
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Excess savings? Yes, but how much and who is holding it

Accumulated excess savings since 2019
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Population growth to slow, but how much is uncertain

Canada population growth (% yr/yr)
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Employment: Canada’s unemployment rising more than other regions

Source: Haver, RBC Economics
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Provincial growth — Alberta has room to run above the national average

Real GDP Unemployment rate Consumer Price Index
Y/Y % Chg % Y/Y % Chg
2022A 2023E 2024F 2025F 2026F | 2022A 2023A 2024F 2025F 2026F|2022A 2023A 2024F 2025F 2026F

BC 3.8 1.6 0.8 1.7 2.8 4.6 5.1 5.5 5.5 5.0 6.9 4.0 2.5 1.8 1.9
Alta 5.0 1.5 2.2 2.5 3.1 5.8 5.9 7.1 7.1 6.3 6.5 3.3 2.9 1.9 1.9
Sask 6.0 1.6 2.0 1.8 2.4 4.7 4.8 5.4 5.3 4.8 6.6 3.9 1.5 1.8 1.9
Man 3.3 1.3 1.3 1.6 2.3 4.5 4.8 5.1 5.3 4.9 7.9 3.6 1.2 2.5 2.0
Ont 3.9 1.6 0.7 1.5 2.9 5.6 5.6 6.9 6.9 6.3 6.8 3.8 2.4 1.7 1.9
Qué 2.5 0.2 0.8 1.9 2.5 4.3 4.4 5.5 5.6 5.1 6.7 4.5 2.2 1.5 1.9
NB 1.1 1.3 1.5 1.7 2.1 7.2 6.6 7.0 7.0 6.7 7.3 3.5 2.5 1.8 1.9
NS 2.9 1.3 1.7 1.8 2.2 6.6 6.3 6.6 6.9 6.4 7.5 4.0 2.5 1.8 1.9
PEI 2.9 2.2 2.5 2.1 2.5 7.5 7.4 7.8 8.2 7.8 8.9 2.9 2.1 1.7 1.9
N&L -1.7 -2.5 3.5 2.1 2.3 11.2 9.9 10.0 9.7 9.5 6.4 3.3 2.0 1.6 1.9
Canada 3.8 ) 1.1 1.8 2.7 5.3 5.4 6.4 6.4 5.8 [R:] 3.9 p 1.7 1.9
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Alberta housing stock per capita now the lowest in the country
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Households in Alberta have been hardest hit by high rates, room for growth as rates
come down
Real retail sales per capita

B % change since 2019
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Alberta has more room to stimulate than it used to as public finances have

Improved
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Interest rate forecast

Canada
2024 2024 2025 2025 2025 2025 2026 2026
Variable 1-Sep Dec Mar Jun Sep Dec Jun Dec
Overnight target rate 4.25 3.50 275 2.25 2.25 2.25 2.25 2.25
98-Day Treasury Bills 4.03 3.40 2.60 210 2.00 2.00 215 215
2-Year Government Bond 299 275 245 2.25 245 260 2.80 3.00
10-Year Government Bond 2.88 290 290 295 3.00 310 3.15 340
United States
2024 2024 2025 2025 2025 2025 2026 2026
Variable 11-Sep Dec Mar Jun Sep Dec Jun Dec
Federal funds rate (midpoint) 5375 4125 3.625 3.375 3.375 3.375 3.375 3.375
91-Day Treasury Bills 499 390 3.40 3.20 3.25 3.25 3.30 3.40
2-Year Government Note 3.59 3.35 3.25 3.10 315 3.20 3.35 3.60
10-Year Government Note 3.63 3.65 3.55 3.50 345 3.50 3.60 3.80

Source: CIBC Economics as of July 29, 2024
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Summary — What does this all mean?

 |nflation:

« Even though inflation has eased and will continue to do so, the cost of past inflationary
pressures has already been incurred and will need to be offset

 There is room for growth before inflation becomes a concern again
* Interest Rates:

* In Canada, there is a need to accelerate growth, so interest rates will need to fall below
the neutral rate unlike the US

« Rates likely to remain low through 2026 due to mortgage renewal considerations
 Alberta:
» Our province leads in growth potential due to a diversity of factors, not just commodities
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Disclaimers

CIBC World Markets Inc., CIBC World Markets Corp., CIBC World Markets Plc., CIBC Australia Limited and certain other corporate banking and capital markets activities of Canadian Imperial Bank of Commerce operate
under the brand name CIBC Capital Markets.

This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto Stock Exchange, the TSX Venture
Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority, and (c) in Australia, CIBC Australia Limited, a
member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MII”)
(as such term is defined in SEC Rule 15a-6) or (i) CIBC World Markets Corp., a member of the Financial Industry Regulatory Authority. U.S. Mlls receiving this report from CIBC World Markets Inc. (the Canadian broker-
dealer) are required to effect transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein are not intended for the use of private investors in the United
Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World Markets plc. The comments and views expressed in this document are meant for the general
interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis of any information contained in this
report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial circumstances. CIBC suggests that, prior to acting on any information
contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances. Since the levels and bases of taxation can change, any reference in this report to the impact of taxation
should not be construed as offering tax advice; as with any transaction having potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they should not be relied upon as such.
All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof. Each such
address or hyperlink is provided solely for the recipient’s convenience and information, and the content of linked third-party web sites is not in any way incorporated into this document. Recipients who choose to access
such third-party web sites or follow such hyperlinks do so at their own risk.

© 2024 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited by law and may
result in prosecution.
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Questions?
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