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Executive summary

Stuart Bergman
Vice-President and Chief Economist
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When climbing a mountain, the focus is usually on reaching the peak. With a gaze
firmly fixed on the summit, the way up often seems easier than the way down.
But it’s often on the descent when trouble strikes, as sheer mental and physical
exhaustion can lead to costly mistakes, with sometimes painful consequences.

As global inflation returns to a more acceptable range, central banks in advanced
economies—with the notable exception of the U.S. Federal Reserve—have taken
steps to begin easing monetary policy. But, together with price increases, higher-
for-longer interest rates have pressured the economic outlook in many countries.
This has left policy-makers grappling to find their footing, all while navigating
economies squeezed by tighter financial conditions.

In our summer Global Economic Outlook (GEO), EDC Economics expects the
global economy to see modest growth of 3.1% in 2024, as key central banks begin
their policy rate descent. In 2025, growth will increase to 3.5%, as the lagged
effects of interest rate cuts and a more stable price environment improve
demand conditions.

A weak outlook for Canada’s economy is one of the key factors that caused the
Bank of Canada to take the lead once again among G7 central banks, cutting rates
at its June meeting. We forecast growth of 1.1% for the Canadian economy in
2024, before improving to 1.9% in 2025.

Global Economic Outlook: Beginning the descent

While interest rates have started to come down, more is needed to ease the
pressure on the heavily indebted Canadian consumer, as total household
debt payments increased by nearly 8% in the first quarter of 2024, compared
to a year earlier. An elevated debt service ratio, among the highest in the
Organisation for Economic Co-operation and Development (OECD), has
caused Canadians to focus on saving rather than spending.

As demand cools, businesses will take a breather on near-term spending
plans again this year, before rebounding in 2025, alongside easing borrowing
costs and firming demand conditions. This relatively soft backdrop, together
with the Bank of Canada’s trailblazing policy moves, will cause the loonie to
fall to an average USS0.72 in 2024, before jumping to US$0.75 in 2025, as the
policy gap closes.

Continued momentum in the U.S. economy, and persistent inflation, has
forced the Fed to keep its powder dry so far this year. However, the
gravitational pull of higher interest rates appears to be catching up with the
labour market, curbing the pace of job gains and moderating wage increases
from their peaks of the last few years. Slower hiring and wage growth,
coupled with depleted pandemic-era savings, will wear on consumer demand
and overall U.S. growth through the second half of 2024. We expect the U.S.
economy to post growth of 2.3% in 2024, and 1.8% in 2025. "
DC
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A weaker second half will set the Fed up for a late-year rate cut, beginning its
cautious descent, while keeping close watch of inflationary pressures. At this
pace, U.S. interest rates will experience some divergence from other major
economies, providing some lift to the U.S. dollar and putting other currencies
under pressure.

While Euro weakness will provide a minor boost to European exports, it won’t
be enough to propel overall growth. We forecast Euro Area growth of just 1% in
2024 and 1.7% in 2025. In Germany, the region’s industrial engine, capacity
utilization continues to be the weakest in recent history, outside of the COVID-
19 and global financial crisis periods. France will also continue to post below
potential growth, but a somewhat resilient consumer should be emboldened by
declining interest rates and the impacts of the Paris Olympics.

China’s economy will continue to face challenges, though it’ll record growth of
5% this year and 4.6% in 2025. While these would be impressive growth rates in
many parts of the world, for China, this is a step down from its pre-pandemic
peaks. Despite targeted government support measures, ongoing impacts of the
property sector collapse, together with weak consumer and business
confidence, will cause domestic activity to underwhelm. Exports, meanwhile,
will be constrained by ongoing retaliatory protectionist measures and still-soft
global demand.

Global Economic Outlook: Beginning the descent

The relatively modest global outlook in 2024 will translate into a soft
environment for commodity prices. Copper and gold have been exceptions to
this trend, driven mainly by idiosyncratic factors—like the energy transition,
supply constraints, geopolitical volatility and speculative activity—which we
expect to continue through the second half of the year West Texas
Intermediate oil prices are forecast to average slightly less than USS81 per
barrel in 2024, before dropping to around USS75 per barrel in 2025, as supply
growth continues to outpace demand growth.

The bottom line?

While reaching the summit requires strength and endurance, discounting the
descent can lead to a world of trouble. As central banks begin the slow climb
down from their historic rate hikes, they’ll need to be cautious to avoid any
policy missteps, ensuring growth returns to economies while inflation remains
in check.
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International trade flows are shifting

The 2008 financial crisis, rising geopolitical tensions, and a global pandemic have weighed heavily on global trade and capital

flows. Despite this, the data shows a reorientation of global trade links rather than a complete severing. Supply chain managementisn’t
solely a cost-based exercise anymore, butit isalso focused on increasingresilience. This likely means shiftingtrade and inve stment
patternsthat now pass through more diverse markets.

Mexico becomestop U.S. trading partner U.S. trade deficit with China may be changing, not shrinking
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U.S. consumer revolving credit and spending at record levels

U.S. consumer spending has defied all expectations—buoying global demand, dispelling recession expectations, and postponing Federal
Reserve rate cuts. Now, the world is waitingfor spendingto slow and U.S. inflationto fall. Advanced indicators, like Visa’s spending
momentum index, suggest spending may already be slowly decelerating. This is backed by declining wage growth and rising new
delinquencies signaling a growing weakness in consumer finances.

U.S. consumer spending and outstanding revolving credit
Billions of USS, seasonally adjusted

19,850
18,850
17,850
16,850
15,850
14,850
13,850
12,850

11,850

Consumer spending [LHS]
Outstandingrevolving credit [RHS]
Pre-pandemictrends (2019)

2018

2019 2020 2021

Sources: Haver Analytics, EDC Economics

7 Note: The pre-pandemic trendis a linear fit to the 2019 monthly data, Y/Y = year-over-year

2022

2023

2024

1,330

1,280

1,230

1,180

1,130

1,080

1,030

980

Consumer spending losing support
Index (+100 = strengthening); percents

140 q 7.5
130 1 65
120 ~
w4 55
110 :
100 . 4.5
90 1 35
80
1 25
70
Visaspendingmomentum index [LHS] 4 15
60 r =—=New delinquentloan balance [RHS]
50 —\Nage growth (Y/Y—3-month movingaverage) [RHS] 05
2018 2019 2020 2021 2022 2023 2024

*EDC



Heavily indebted Canadians cautious as debt servicing weighs on sentiment

In stark contrast to many others, Canadian consumers have continued to save substantially following the pandemic—weighing heavily
on demand growth. This can be partly attributed to Canadian household debt levels and exposure to elevated interest rates. Canadian
consumer confidence, which has trended downward since 2022 (compared to the more confident U.S. consumer), is also a driving

factorin theirsavings decisions.

Canadian’s saving more than peers Canadian household debt above most peers
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Policy rate divergence between Canada & the United States

In June 2024, Canada was thefirst G7 countryto cut itsinterest rates —followed by the European Central Bank. EDC Economics expects
these cutsto continue steadily until 2026. In contrast, the U.S. is expected to push rate cuts back until the end of 2024, resultingin
policy rate divergence. This will increase demand for the U.S. dollar, puttingdownward pressure on the loonie—supporting export
demand, but raisingimport costs.

Policy interest rate projections Policy divergence expected to weigh further on C$
Monthly end-of-period policy rates (%) USS per CS exchange rate
6 Forecast
====Canadian overnighttarget 082 +
5 | =U.S.Federal Fundstarget rate ?
R 08 |
4
078
30 i 0.76
2+ 074 H
1 r ﬂ 0.72 v = Exchange rate
O —— 07 I T T T T T T T T T
2016 2018 2020 2022 2024 2026 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

*EDC
9 Sources: Haver Analytics, EDC Economics /l:



Despite rising inflation, weakness keeps EU interest rate cuts on track

Notwithstandinga surprise uptickin European Union (EU) inflation, there’s been littleimpact on the European Central Bank’s (ECB) interest
rate cut expectations. Thisis primarily driven by underlying economic weaknessin the region, mitigatingrisks of overheating. Consumer
confidence, economicsentiment, and industrial confidence have all been weak for more than a year. Asthe EU focuses on building growth
and confidence, it’s also confronting structural challenges, like energy security and aging demographics.

European sentimentindicators remainlow EDC’s forecasted European policy rates unadjusted
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Strong growth prospects continue in the Indo-Pacific

Notwithstanding a global pandemicand rising geopolitical tensions, the Indo-Pacificregion continues to demonstrate resilient and
dynamiceconomicgrowth—particularly India. In China, the fallout fromits real-estate crisis, ongoingtrade tensions, and
demographicchallenges weigh on prospects. Despite this, China still grows at double the rate of advanced economies and continues
to integrate furtherinto trade networks with high-growth Association Southeast Asian Nations (ASEAN).

China losing ground in global growth contributions... ...but gaining ground in regional trade
Annual real GDP growth rates and EDC forecasts Share of total trade with ASEAN countries
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Canada

Prince Owusu, senior economist

Canadian household finances under strain
Percent; Million CS
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After posting growth of just 1.2% last year, Canada will see another below
average growth performancein 2024, as the impact of the interest rate hikes
weighs on highly indebted households.

A cooling labour market, elevated borrowing costs and amore cautious consumer
will make for weak spendingin 2024. Atthe same time, soaring population growth
has boosted the labour pool and is weighing on wage growth. Overallinflation is
slowing, but some key components—particularlyrental and housing prices—
continueto take abite out ofhousehold budgets.

We forecast that businesses will remain on hold in 2024, with near-term spending
toremain low as theyface tepid consumer demand. However, long-term capital
plans are likely to remain intact and companies are unlikelyto conduct broad -
based layoffs. As borrowing cost begin to easein the second half of this year and
demand conditions improve, business investmentis likely to pick up in 2025.

While the domestic side of the economy is expected to remain soft, Canada’s
economywill be supported by exports to theresilientU.S. economy. While auto
exports will struggle—dueto lineretooling and maintenance—exportsof energy,
agri-food and other key products are likelyto do well.

The outlook for 2025 is more positive. The cooling of inflation and gradual benefits
fromthebeginning of interest rate cuts will likely leave consumers less cautious
and lead themto dipinto their sizable savings. We forecast this to lift real gross
domestic product (GDP) growthfrom 1.1% in 2024 to 1.9% the next year.
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United States

Prince Owusu, senior economist

Labour market vacancies remain above historical level
Thousands

12,000 The United States continues to lead the charge as having one of the top-
performing advanced economies in 2024. Strong momentum from last year
has carried into the start of this year and a stable—if cooling—labour market
supports our near-termoutlook. We forecast, after expanding by 2.5% in 2023,

10,000 the U.S. economy will grow by 2.3% in 2024.

After posting impressive growth followingthe pandemic, the cooling U.S. labour
market in early 2024 has experienced slower hiring and an uptickin
unemployment. Wage gains have also eased, falling to the weakest pace since
2021. While still positive, we expect this will startto curb thevigorous pace of
consumer spending heading into 2025.

8,000

6,000 While inflation inthe U.S. has started to ease, it’s fallen more slowly than in many

other advanced economies. Wary about inflation resurfacing, the Federal Reserve
will hold off on starting to cut interestrates until December. We expect this
divergencein interest rates across countries will supportthe value ofthe U.S.
dollar and put other currencies under pressure.

4,000

Business investment is expected to remain strongin 2024 and 2025, driven by
recent legislation and industrial policy. Thanks to the Inflation Reduction Act,
CHIPS and Science Act and Bipartisan Infrastructure Law, companies have
increased incentives to invest in key sectors. To date, about C$877 billion of
private investments in clean energy and manufacturing have been announced.

2,000

0 After growing by 2.3% in 2024, due to the softening consumer outlook, we forecast

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 U.S. growth tosag to 1.8% in 2025, *
r
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Mexico

Prince Owusu, senior economist

Robust economy set to moderate amidst high post-election uncertainty
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Mexico’s economic drive remains robust but willmoderate due to anuncertain
policy outlook post-election. The growth forecast forthisyearhas been cutto
1.9% (from 2.5%) andis expected to stabilize at 2% in 2025.

Although domestic demand fundamentals remain relatively robust, economic
activity weakened in late-2023 and early-2024. This is signalling a moderation after
the brisk post-pandemic growth and lingeringconcerns about the outlook for
nearshoring and potential post-electionrisks, in Canadaandthe U.S.

Activity in thefirst half of the year was supported by real wage growth, elevated —if
softening—remittance inflows, and significant governmentspending, which
boosted publicinvestment and social transfers.

Capital expenditure plans are likely to slow to amore cautious level until the
political transition takes place and the policy direction oftheincoming
administration of president-elect Claudia Sheinbaum becomes clear. Thisinturn

will take some steam out ofthetight labour market. The historic sale of fiscal
deficit growth will need to be addressed bythe next government.

Theoutlookforthe central bank’s policyinterest rate cuts is challenged by sticky
above-targetinflation and the Federal Reserve’s higher-for-longer interest rate

stance. Allthis will translateinto restrained economic activity during the second
half of this year and into 2025.

Radical post-election policy shifts—at home and in the U.S.—are keyrisks to the
outlook. The historic landslide victory of Sheinbaum on June 2, and theincumbent
Morenacoalition—including virtual congressional supermajorities that open the
doorto disruptive constitutional changes—is animportanttail risk. This is fuelling
substantial financial market volatility and adds important downsiderisks to

macroeconomic stability and the sovereign’s creditworthiness. * —



France

Sanjam Suri, country risk analyst

French businesses show nascent optimism around the economy
Purchasing manager’s indices (PMls)
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France’s economy enters the second half of 2024 on the back of surprisingly
resilient growth in 2023 and the first half of 2024. The country’s economy
exceeded expectationsinthe first quarter of 2024 by expanding 0.2%
comparedto late 2023. We forecast that France’s economy will grow by 0.9%
in 2024.

Household consumptionin France has managed to grow for the last five
consecutive quarters. This demonstrates the resilience of French consumers;
despitethe headwinds they’ve faced from elevated inflation and recent record
high interest rates. Whilewe don’t forecastitto bean enormous driver of growth,
positive sentiment from asummer dominated by the Paris Olympics, coupled with
the start ofthe European Central Bank starting to ease interest rates, will support
consumers’outlook.

French businesses have been less resilient, as they struggle with high interest
rates and stubborn inflation. But there’ssome positive signs, as both
manufacturers and services Purchasing Managers’indices (PMI) have stabilized,
as well as the business climate outlook—although it remains belowthe long-term
trend.

Thisrecoveryin sentiment bybusinesses, as well astheresilience of the French
consumer, will supportgrowth in 2024 and into the beginning of 2025. Key risks to
the economy, includethe outcome of snap elections this summer, which has
increased uncertainty and caused pressureonthe Euro, and aselloffin French



Germany

Sanjam Suri, country risk analyst

German industry is struggling, with utilization above only COVID-19 and GFC
Industrial capacity utilization as a percent
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The German economy has suffered since the Russianinvasion of Ukraine, with
growth flatliningin 2023. This was a severe dropoff fromthe 1.8% average
annualgrowth rate Germany experienced forthe sixyears priorto the
pandemic. While we forecast growth to resume in 2024, it’ll be anemic—with
the economy expanding by just 0.2%.

The manufacturing and constructionsectorsremain stuckin recessionaryterritory
with consumption being the onlydriver of growth. As inflation subsides, and the
rate cuts bythe European Central Bank trickle down intothe economyin 2025, we
forecast growth toreach 1.3%.

While some of the weakness in the economy can be attributed to recent high
interest rates, there are structural factors weighing on the economy. Industrial
production levels in Germany have failed to reach pre-pandemic levels for the last
fouryears. At the same time, German manufacturers continue to struggle, with
order books shrinking—from already weak levels—for thefirst half of 2024.

This weakness is also visible in industrial capacity utilization rates, which have
been plummetingin 2024. These structural trends will require a period of transition
and troubleswon’tberesolved by the lowering of cost of capital. Economic growth
willrequire reforms, governmentinvestments, as well as addressing demographic
issues such as a declining labour forcedueto a rapidly aging population.
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China

Zhenzhen Ye, country risk analyst

Export outlook brightens as external demand gradually picks up
PMI: Manufacturing new export orders; seasonally adjusted
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China announced a 5% GDP growth targetfor 2024, whichinthe face of
ongoingweak consumer confidence and a property sector crisis,isan
ambitious targetto meet. However, the first quarter of 2024 saw exports pick
up, industrial profits grow and ongoing targeted fiscal support. We have
revised up our 2024 and 2025 forecasts to 5% and 4.6%, respectively.

While the auto sector will remain a bright spotin the overall exportpicture, and
recent the Purchasing Managers’Index (PMI) datafor new exportorders is
showing abrightening outlook, after morethan ayear of contraction, it remains
to beseen if graduallyincreasing exports will remain on track for the remainder
of 2024. Additionally, with tariff barriers to Chinese electric vehicles increased
in the United States, European Union and othercountries, this could dentthe
positive export momentum.

China’s domestic consumptiongrowth outlook remains challenging, as the
ongoingreal estate market convulsionsand weak wage growth concerns are
negativelyimpacting consumer confidence.

Chinawill continueto focus on its advanced manufacturing and technology
sectors andis supporting economic growth with theissuance of renminbi (RMB)
1 trillion (C$188 billion) in ultra-long-term, central governmentbonds this year
and next.

Upsiderisksto ourforecast include faster and deeperthan expected
government stimulus measures tosupport strongerconsumptionand economic
growth. Key downside risks include any spillover from thereal estate crisis into
thefinancial sector, an expansion of sectors facing tariff increases, or an



India

Nadeem Rizwan, country risk analyst

Private consumption is expected to remain strong
Year-over-year percent growth
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The Indian economy grew beyond expectationin 2023 by 8.2% and that
momentum is expectedto continue. EDC Economics hasrevised our growth
forecasts upwards to 6.7% for 2024 and to 7.3% 2025.

Robust private consumptionand an uptick in government spending contributed to
the GDP growth in thefirst quarter of 2024.

With a gradual moderationin inflation and consumer confidence reaching its
highest level since the pandemic, the strength in domesticconsumptioniis
expectedto continueasindicated by the high-frequency economic and financial
market variables. The continued increase of India’s working-age populationwill
provide a solid foundation for growth.

Privateinvestment is expected to remain steady and may gain momentum when
financial conditions begin to ease later in thefiscal year. With the Modi
government’sre-election, public spendingon infrastructureis going to follow their
aggressive plan for further growth. While weakness in trade will continue amid the
subdued environment for global demand, the weakness will slowly dissipateinto
2025, as we forecast stronger global growth.

Volatilityin commodity prices, particularly oil, is a keydownsiderisk to inflation
and growth asIndiais a net oilimporter. Afaster than expected global recovery
could further boost growth through a better-than-expected exportperformance.

*EDC



Indonesia

Nadeem Rizwan, country risk analyst

Raising interest rate stabilized the exchange rate
Rupiah to USS exchange rate; central bank interestrate in percent

GrowthinIlndonesiais expected toremain moderate in 2024 asfinancial
conditions remain tight and our outlookfor the global economyremains

muted. However, given some positive data to start 2024, we have modestly
— | 6 revised up our 2024 growth forecast to 5.1%, while maintaining our 2025
Interest rate [RHS] growth outlook at 5.5%.
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has provided asturdy start to 2024 for Indonesia’s economy. But, as these
temporaryfactors fade, we expect consumption to moderate and remain solid,
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5 thanks toincomeand population growth.

Exchange rate [LHS]

While inflation has been easingin Indonesia, the central bank has been
4.5 intermittently continuing toincreaseinterest rates to ease the depreciatory
pressureonthelndonesian rupiah. Thelatest0.25% increasein April followed a
4 similar hike in October.

15,000

With the central bank focused on the exchangerate, these hikes have tightening
financial conditions for businesses. This has hit business confidence and will
ensurethat therecovery of private investment remains sluggish into 2025.
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Brazil

Daniel Benatuil, senior economist

Robust consumption fundamentals joined by early investment recovery
Percent; index
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The Brazilianeconomy isforecast to grow 2% this yearfuelled by a tight labour
market, an emergingrecoveryininvestment, and robust export growth.
Comparedto our lastforecast,we have reduced the outlookfor 2025 to 2%, as
wellon the expectation of a higher-for-longer interest rate environment.

Economic growth will be better balanced and more closely aligned with underlying
domestic demand fundamentals after accounting for last year’s “super crop”
agricultural bounty. While this year’s harvest will decline due to the EL Nifio weather
pattern, it’s still expected bethe second highest ever and should sustain activityin
the broader supply chain and related services.

The historicfloodingin the state of Rio Grande do Sul will weigh on headline growth,
while reconstruction effortswill add volatility to quarterly data.

Consumer fundamentals are well-supported by atight labour market, lifting real wage
gains, as well as by minimum wage increases, contained inflation, and recovering

credit activity. The government’s large lump-sumdisbursementof judicial liability
payments will provide an additional support for demand.

Business investment will recover from last year’s lull amid improved sentiment, better
funding conditions, and commercial opportunities amidst the government’sturbo-
charged push toward industrial policy.

However, growing concerns about fiscal sustainability and government
interventionisminthe economy, as well as a slower pace of interest rate cuts bythe
U.S. Federal Reserve, will drive asset pricevolatilityand a higher-for-longer rate
environment. Ahighly restrictive monetary stance over the forecast horizon will
challengetheincipient investment. The government’sfiscal policy stance around
upcoming municipal elections in late-2024 and general electionsin 2026 is a keyrisk

to watch for macroeconomic stability. * -
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Oil

Zhenzhen Ye, country risk analyst

Oil price will likely remain elevated in summer-autumn driving season

USS per barrel
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The price of West Texas Intermediate (WTI) oilis expected toremain elevated
in the second half of 2024 due to a slight deficitin the global oil supply
balance and the start of major central banks’easingcycles.

Inthefirst half of 2024, international benchmark crude prices havetraded about
5% higher than 2023, owingto the production cuts bythe Organization ofthe

Petroleum Exporting Countries (OPEC+) and its allies, as well as tensions inthe
Middle East, where one-third of theworld’s oil is produced.

Enteringthe summer driving season, oil prices are expected to remain elevated
duetotheseasonaldemand for oil, but the upward pressure will be partially
offset by arecord productionintheU.S., Canada, Brazil, and Guyanaand OPEC+
unwinding somevoluntary cuts starting in October. In thelongterm, as theworld
continues transitioningtowards renewables and electric vehicles, global oil

demand is expected to peak around 2030, adding downward pressureto oil
prices.

Sooner-than-expected interestcuts by the U.S. Federal Reserve, which translate
into better demand and stronger-than-expectedeconomic growth in China, are

an upsiderisk on oil prices. OPEC+ increasing production to fight aggressively for
market sharewould likely slash oil prices.
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Gold

Karicia Quiroz, economist

Driven by geopolitical and economic risks, gold prices reach record highs
USS per troy ounce
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Gold has seenrecord high prices this year due to the uncertain economic and
interestrate outlookand heightened geopoliticaltensions. Ourforecastis that
gold prices willaverage to US$2,335 per troy ounce in 2024, and US$2,257 per
troy ounce in 2025.

This past May was the highest month on record for gold prices, fuelled byinvestor
speculation on upcoming U.S. Federal Reserverate cuts and the use of gold
holdings as a safe investment amidst economic and geopolitical uncertainties.

As the prospects of Federal Reserve rate cuts materialize, with the first cut
occurring in December, theinterestin gold could dampen. However, we don’t
forecast prices to fall dramatically in the second half of theyear as purchases of
gold from China, geopolitical tensions, and election uncertainty—especially related
totheU.S.—will continueto positiongold as a safe-haven asset.

In 2025, we expect the gold priceto fall due to the assumption that central banks
demand for gold reserves will have stabilized and they begin to accumulate other
assets. Additionally,amore stable global economyand more certaintyin the
outlook forinflation and interestrates will startto ease demand for gold.

Upsiderisks tothebaselineforecastinclude higher geopolitical risks and limited
gold supply; and downsiderisks include potential goldimportrestrictionsbythe
People’s Bank of China (PBoC)in responseto changing local economic conditions.
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Copper

Karicia Quiroz, economist

Growing copper demand and tight supply is driving record high prices
Tonnes of global refined copper; USS per metric tonne
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Copper,which spans multiple clean energy applications andis acritical part
of electrificationinfrastructure, has seenrecord high pricesin 2024 due to
supply tightness and growing demand. We expect copper prices to average
US$9,498 per tonne in 2024, and US$9,785 pertonne in 2025.

This past May was the fourth-highestmonth on recordfor copper prices.
Increasing demand from Chinaand the United States, along with an
announcement from China—theworld’sbiggest consumer of copper—that it
would begin raising one trillion yuan (C$188 billion) of long-term bondsto
stimulatethe Chinese economy, fuelled the price gain.

While demand has grown, we continueto expect that the supply of new copper
from mines will remain tight in 2024. Mine supplyhasn’t keptpace with recent
demand, thanks to longer-termissues, like higher capital and operatingcosts as
interest rates climbed. This led to areduction in investment and more recent
issues, like a strike at Peru’s Las Bambas copper mine—a source of 2% of all
global output. Weforecast that these factors will persistand create acopper
supply-demand gap, which will supporthigher prices for the metal.

While not our baseline scenario, upsiderisks include stronger than expected
demand dueto growth in production of electric vehicles, clean energy projects,
and other electrification demand. Downsiderisks include increased investmentin
copper alternatives, such as aluminum, dueto high copper prices.
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Annual real GDP growth

Global Economic Outlook

(Annual % change)

2024F

2025F

2026F

2027F

2028F

Developed countries

Canada
United States
Eurozone
Germany
France
Developing countries
China
India
Indonesia
Brazil
Mexico
World

1.6
1.2
2.5
0.5
0
1.1

4.3
5.2
8.2
5
2.9
3.2

3.2

1.6
1.1
2.3
1
0.2
0.9

4.2
5
6.7
5.1
2
1.9

3.1

1.8
1.9
1.8
1.7
1.3
1.6

4.7
4.6
7.3
5.5
2
2

3.5

1.9
2.2
1.9
1.6
1.6
1.6

4.4
4.4
6.8
5.2
1.9
2.1

3.3

Note: F denotes the forecastperiod.India’s forecastbased onfiscalyear (2024 FY=Q2 2023 —Q1 2024,2025FY =Q2 2024 -Q1 2025)

27 Source: EDC Global Economic Outlook, July 2024

1.6
2.5
1.7
1.4
1.4
1.7
3.8
3.4
6.7
4.9
1.8

2.9

1.5
2.5
1.6
1.2
1.3
1.6
3.7
3.3
6.3
4.7
1.7

2.8

—
L

&



Currencies and interest rates

Global Economic Outlook

Currencies Exchangerate

U.S. dollar USD per CAD $0.74 $0.72 $0.75 $0.81 $0.82 $0.82
Euro USD per EUR $1.08 $1.06 $1.06 $1.09 $1.12 $1.18
Euro CAD per EUR $1.46 $1.47 $1.42 $1.35 $1.37 $1.44
Interest rates, annual daverage

Bank of Canada (ovemighttarget rate) 4.74 4.76 3.80 2.90 2.75 2.75
U.S. Federal Reserve (red Funds Target Rate — Mid-point) 507 5 37 471 371 2.79 2.62
European central bank (policy interest rate) 3.81 4.27 2.96 1.77 1.75 1.75

Note: F denotes the forecastperiod. * —
28 Source: EDC Global Economic Outlook, July 2024 /l: DC



Commodity prices

Global Economic Outlook

Brent Crude Spot, usp/barrel (bbl)

$82.5 $84.9 $78.8 $70.5 §70.1 $70.2
West Texas Intermediate, usp /bbl $77.6 $80.5 $75.3 $67.5 $67.1 $67.2
Western Canada Select, usp/bbl $59.5 $66.2 $63.3 $55.5 $55.1 $55.2
Natural gas, usp/MmMBtu $2.5 $2.3 $2.9 $3.2 $3.4 $3.5
Gold, usp/ troy ounce $1,943 $2,335 $2,257 $2,034 $2,010 $1,997
Copper, usp/tonne $8.476 $9,498 $9,785 $9,831 $9,727 $9,871

Note: F denotes the forecast period. * — DC
29 Source: EDC Global Economic Outlook, July 2024 L
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This document isn’tintended to provide specificadvice and shouldn’t be relied on as such. It’s intended as an overview only. No action or
decisionshould be taken without detailed independent research and professional advice concerning the specificsubject matter of such
action or decision. While Export Development Canada (EDC) has made reasonable commercial effortsto ensure that the information
containedin this documentis accurate, EDC doesn’trepresent or warrant the accurateness, timeliness or completeness of the
information contained herein. This document or any part of it may become obsolete at any time. It's the user’sresponsibility toverify
any information contained herein before relying on such information. EDC isn’tliable inany manner whatsoeverfor any loss or damage
caused by or resultingfrom any inaccuracies, errors or omissionsin the information contained in this document. This documentisn’t
intendedto and doesn’t constitute legal or tax advice. For legal or tax advice, please consulta qualified professional. EDC is the owner of
trademarks and official marks. Any use of an EDC trademark or official mark without written permissionis strictly prohibited.

All other trademarks appearing in this document are the property of their respective owners. The information presentedissubject to
change without notice. EDC assumes no responsibility forinaccuracies contained herein.

Copyright ©2024 Export Development Canada. All rights reserved.
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