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In Canada, the trade surplus with the world was $700 million in
December 2024, supported by a 4.9% leap in exports. For the
year as a whole, the surplus with the U.S. was $102.3 billion,
down $6 billion from the previous year, ahead of potential tariffs
from President Trump. The Ivey Purchasing Managers Index
dropped to 47.1 in January 2025 amid mounting inflationary
concerns and an economic contraction. Despite this downturn,
the labour market showed resilience, with the unemployment
rate decreasing to a three-month low of 6.6% in January.

In the United States, manufacturing activity expanded as the
ISM Manufacturing PMI rose to 50.9 in January, marking an end
to 26 months of contraction. The ISM Services PMI recorded a
decrease, however, pointing to slower expansion in the services
sector, possibly because of weather conditions and concerns
over potential U.S. government tariffs. Despite the challenges,
U.S. labour remained fairly resilient, with the addition of 143,000
jobs in January and an unemployment rate that dipped to 4.0%,
its lowest level since May 2024. It's worth noting that the
increase of 143,000 jobs was well below the 170,000
consensus figure.

U.S.: Net Change in Nonfarm Payrolls
U.S. Bureau of Labor Statistics (BLS), MoM, as at 1/2025
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Bond market

The fixed income markets were fairly volatile this week.
Uncertainty over the imposition (and then delay) of tariffs by the
U.S. against Canada and Mexico was a factor, as yields plunged
by 10+ basis points on both sides of the border. Even so, hotter-
than-expected labour data at week’s end erased any gains and
caused yields to finish almost unchanged, with U.S. 10s at
about 4.5% and Canada 10s just under 3.1%, both well below
recent peaks. Futures markets are pricing in a 75% chance of
two more 25-basis-point cuts by the U.S. Fed this year, and a
100% likelihood that the BoC reduces twice more. Given the
backdrop of more accommodative monetary policy, we

Highlights

e |n Canada, the unemployment rate fell to a three-month
low, despite the contraction indicated by January's lvey
PMI.

e |In the United States, the ISM Manufacturing PMI
pointed to the end of the 26-month contraction, rising
t0 50.9 in January.

e On our radar
e Canada: Building permits for December.

e United States: Inflation rate, PPl and retail sales for
January.

continue to think yields are headed lower, albeit in bumpy
fashion, with Canada 10s set to pierce 3% on their way to
2.75% in the coming months and U.S. 10s having their sights
on 4% by year-end.

As has been the case for a while, spreads do not really seem to
care about what else is happening, staying within the same
range since last November after plummeting last summer to
lows not seen in decades. If anything, levels were a touch softer
during the week, but ongoing demand for new issuance and
fairly uneventful earnings kept the market well in line.

Stock market

The S&P 500 Index took a tumble early in the week after trade
tensions between the United States and its biggest trading
partners, Canada and Mexico, came to a head over the
weekend, when Trump threatened to impose steep tariffs on all
imports, starting this week. Subsequently, pledges by both
countries to strengthen border security avoided the worst-case
scenario. At the same time, negotiations will continue for the
next 30 days.

That being said, a 10% tariff on Chinese goods did take effect,
causing Beijing to announce a set of targeted retaliatory levies
and export controls on $14 billion worth of products, including
liquified natural gas, cars and rare earth metals. In addition,
China is launching an antitrust probe into Google, even though
the search engine is blocked in that country.

Lastly, Nvidia shares reduced some of their earlier losses after
AMD’s disappointing earnings report, which highlighted weaker
demand for its competing Al chips.

Additionally, Google and Amazon raised their guidance for data-
centre capital expenditures despite the efficiency
breakthroughs achieved by DeepSeek.
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Markets
(Total return, in CAD)

As of February 6, 2025 B LEE
Bond yields

Equities 2Y 258 421

S&P 500 | 040 040 309 3182 1665  16.20 5y 064 497

S&P/TSX | 001 0.01 348 2558  9.67 10.90 10v 206 443

NASDAQ | 025 025 3.19 31.21 1844  19.95 30Y 315 464

MSCI ACWI | 040 040 3.84 27.91 14.04  13.21 Credit spreads

MSCI EAFE | 037 037 5.60 17.23 9.06 7.53 IG corporate o m

MSCI EM -0.30 -0.30 2.21 20.18 3.63 4.40 bonds

Commodities (USD) HY bonds 299 266

Gold 2.07 2.07 8.83 40.28 16.46 12.76

CRB 0.23 0.23 1.25 5.02 -2.74 6.05

WTI -2.65 -2.65 -1.65 -3.68 -8.55 6.74

Fixed income

FTSE TMX Canada Universe 0.80 0.80 2.01 8.22 1.38 0.68

FTSE TMX Canada Long 1.54 1.54 2.92 8.58 -1.11 -1.83

gfgofa'\ggf;:ﬂa 058  0.58 1.65 9.72 3.19 2.18

Currencies

DXY -0.63 -0.63 -0.74 3.34 4.09 1.80

USDCAD ‘ -1.60 -1.60 -0.63 6.05 3.90 1.50

USDEUR ‘ -0.20 -0.20 -0.29 3.58 3.32 1.13

USDJPY ‘ -2.44 -2.44 -3.68 2.35 9.62 6.60

USDGBP ‘ -0.31 -0.31 0.65 1.31 2.85 0.78

Source: iA Global Asset Management, Bloomberg

About IAGAM

A magnet for top investment talent, iA Global Asset Management is one of Canada’s largest asset managers, with over $100 billion
under management across institutional and retail mandates. We help investors achieve their long-term wealth creation goals
through innovative investment solutions designed for today’s complex markets. We are building upon our historic success,
supporting the growth of our core strengths, and exploring innovative ways to meet investor needs. We are rooted in history and
innovating for the future. Our experienced portfolio managers use a proprietary investment methodology, rooted in IAGAM'’s
unifying commitment to strong risk management, analytical rigour, and a disciplined, process-driven approach to asset allocation
and security selection.

Rooted in history, innovating for the future.
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