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Last week, markets focused on Canadian July GDP data, U.S. personal consumption expenditure (PCE)
inflation, and US labor market data.

In Canada, real GDP remained flat for the month of July, in line with expectations, while year over year GDP
increased 1.4%, against 1.3% consensus. Half of the tracked sectors saw an increase, such as utilities,
construction and accommodation, while management services, retail trade and manufacturing
experienced a decrease. While the report confirms that the Canadian economy lost some steam, Statistics
Canada’s preliminary estimate for August points to a 0.2% increase. Our economists state that
incorporating this estimate and assuming no growth in September would represent a 2.0% annualized
increase in the third quarter, showing that the Canadian economy is resilient facing the tariffs from the US.
Altogether, the moderation in GDP helps a case for the Bank of Canada (BoC) to remain on hold at the next
meeting. At the time of writing, markets are pricing in a ~27% chance of a rate hike at the October meeting.

In the United States, nonfarm payrolls rose 29k in September, weaker than the 90k jobs expected.
Furthermore, previous months were also revised lower. The unemployment rate also increased to 4.2% in
part due to the pickup in the participation rate. Headcounts in the private sector increased 46k while the
public sector shrank its workforce by 17k, concentrated in the state and local level. Consumer spending
rose in August at the fastest pace since March 2025, helping to power the economy through persistent
inflation. August US PCE inflation data came in softer than expected with the headline number coming in at
3.4% against an expected 3.7%, while core came in at 3.0% against an expected 3.3%, and previous
months’ numbers were revised lower. The negative surprise however is due to a change in calculation
methodology for some subsectors. Altogether, the US data points we received this week support the case
for the Federal Reserve to remain on the sidelines during their October meeting. As a result, markets cut
their expectations of an October hike in half from 50% to 22% during the week.

The war in the Middle East showed little sign of easing, as Donald Trump indicated that he might attack
I[ran again. His statement is on the back of the news that a third aircraft carrier is being deployed to the
Middle East, suggesting that there might well be an escalation to the conflict. Despite being 2.5% on the
week, WTl is still trading at around $90. That being said, the G7 nation group announced its plan to release
as much as 100 million barrels of emergency oil, focusing on diesel as concerns mount over Trump’s threat
of a US diesel export ban.

The increasing interest rate differential in longer term yields between the US and Canada meant that
USDCAD kept on its upward trend. The currency pair is currently trading at 1.4255. The EUR experienced
some weakness this week as data for September showed that inflation in Germany, France, Italy and Spain
beating estimates, while European fiscal concerns remain on the forefront.

Looking ahead to next week, markets will receive Canada’s labor market data, U.S. trade balance data and
the Federal Reserve meeting minutes.

Have a great week!
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Disclaimer: Unless otherwise agreed in writing, National Bank of Canada and its affiliates act solely in the capacity of an arm's length contractual counterparty and not as an adviser or fiduciary. National Bank of Canada and its affiliates are not qualified to provide legal, tax or

accounting advice. Accordingly, you should not regard transaction proposals or other written or oral i
potentially significant risks and issues. Before entering into any financial transaction, you should ensure that you fully understand the terms, have evaluated therisks and have

from usasa

fon oradvice that a transaction is appropriate for you ormeets yourfinancial objectives. Any financial transaction involves a variety of
that the ion is iate foryou in all respects. If you believe that you need assistance,

you should consult appropriate advisers before entering into the transaction. The attached material does not constitute an offer to enter into any transaction. Such material is believed by us to be reliable, but we make no representation as to its accuracy or completeness. This brief
statement does not purport to describe all of therisks associated with financial transactions and should not be construed as advice to you.

Source: Bloomberg as of October 5t, 2026
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DISCLAIMER

This document is provided for information purposes only and is intended for use by Accredited Counterparties under the Derivatives Act (Québec) and Qualified
Parties as defined under ASC, BCSC, SFSC, MSC and NBSC orders.

National Bank of Canada and its subsidiaries (the “Bank”) act solely as an arm's length contractual counterparty and not as an advisor or trustee, and are not bound
by any legal obligation to advise on the validity or opportunity to transact an instrument or a financial product. Accordingly, the client should not regard transaction
proposals or other written or oral communications from the Bank as a recommendation to transact or as advice that a transaction is appropriate or meets his
specific financial objectives.

Financial transactions involve a variety of potentially significant risks and issues. Before entering into any financial transaction, it is important to fully understand its
terms, to have evaluated the risks, and to have determined that the transaction is suitable for the client's specific needs and objectives, level of experience,
financial and operational resources, and any other relevant factors. This document does not purport to describe all of the risks associated with financial transactions
and should not be construed as advice in this respect. The Bank strongly recommends independent consultation with tax, legal, accounting and financial advisors
before entering into the transaction in order to obtain an assessment of the benefits and risks of the transaction with respect to the transaction-specific
circumstances.

The contents of this document do not constitute an offer to enter into any transaction. We believe the information to be reliable, but make no representation as to
its accuracy or completeness. This document may refer to some terms included only for discussion purposes and does not constitute a guarantee that a transaction
will be concluded based on those financial terms or otherwise. The strategies, scenarios and risks described and/or presented in this document are based on
hypothetical examples, and the true and final strategies, scenarios and risks may vary depending on the circumstances.

You are not authorized to and you may not deliver or provide any part of this document to any person without the Bank’s prior written consent.
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