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Three paths you can go by...

Recession scenarios

Soft landing

Inflation cools quickly
Recession avoided
Unemployment steady

Markets rebound

Mild recession Hard landing
Inflation cools gradually Inflation persists
Shallow recession Deep recession
Unemployment and Spike in joblessness
credit losses rise and credit losses
Markets drift Markets weaken
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Mild downturn likely

Canada (gq/q % chng: a.r)
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Canada’s regional outlook: Go West! Again

Canada - Real GDP (% chng)
2022° 20233 2024°

o
o

SK’

e
-

ON [ 3

ca I

BC L 30

¢ [ 2

NB | 18

NS 16

PE 15 .
NL' 04 N 05

' 0il producers - 2 Estimate - * Forecast

9 ) Sources: BMO Economics + Haver Analytics
BMO @ Capital Markets: © COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com

We're here to help>



Jobless markets tight

Unemployment rate (percent)

e forecast Current | Pre-COVID'
” Spain 13.1 13.6
Greece 11.6 16.4
. Italy 7.8 9.6
Sweden 75 7.9
- 10.0%@ France 7.1 7.8
8 80 Portugal 6.7 6.6
@ Canada 5.0 5.7
’ Canada Ireland 44 | 48
5.0% U.K. 3.9 5.1
¢ i ~— Australia 3.7 5.1
i u.s. 3.4 3.5
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Plenty of job vacancies
! February 2020
) Sources: BMO Economics - Haver Analytics
BMO 9 Capital Markets: © COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com 4

We're here to help>



Wage pressures still strong

United States Canada
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Inflation moderating

(y/y % chng)

Consumer price index
10

Canada

Good news:
Resource prices retreating
Retailers discounting

Supply chains improving

forecast

1 But services inflation sticky due to wages
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Watching for inflation relief

United States (% chng)

Core consumer price inflation Where’s the relief?
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Interest rates: Higher for longer

(% : as of February 28, 2023)

Overnight rate
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10-year bonds

Canada U.S

Current 3.34 3.92

End-2023 3.00 3.50
End-2024 290 3.30

Canada
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Upward pressure on bond yields as economy expands
Quantitative tightening (qr) also incoming
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Favourable fiscal winds blowing

Canada - Federal budget (cs bins)

Expenditure and revenue Budget balance
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The lay of the fiscal land

Canada - FY22/23 (% of GDP)

Budget balance
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Sources: BMO Economics - Federal and provincial budgets/fiscal updates
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Sturdy nonresidential investment

Canada (y/y % chng)

Real GDP: Nonresidential structures
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Positive drivers:
Government balances
Focus on infrastructure buildout

Strength in (some) commercial areas

Challenges:
Building costs and labour supply

Competition with residential investment
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Housing correction v.2022

Canada
| ———-—-—-"J__ What'’s going on?

Generational T in borrowing costs
Speculation and FOMO gone

Repricing underway

Financial system and core fundamentals are solid

S Source: BMO Economics
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Housing outlook in a nutshell

Canada - Housing
Sales Prices Starts

(000s of units : s.a.) (C$ 000s :s.a.) (000s of units : s.a.a.r.)
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Mortgage rates: The new, old normal

Canada (percent : month-end : as of February 22, 2023)

Uninsured residential mortgage rates
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' Current market rate « 2 Year-end 2023 forecast

Where we are:

Variable mortgage payments rising/
getting triggered

~20% of mortgage market is variable
rates taken out around 1.5%

But stress tested >5%

What's next:
Neutral rates higher than past decade
Prices adjusting down
Financial system well protected
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It was excess demand all along

Canada - Homes

Residential sales Existing home prices’ _

20 National (000s of units) (s.a. : % chng from February 2022 : as of January 2023) (:Z:r?si_::::)
Halifax-Dartmouth 4.0 $537,000
60 Calgary 2.1 $522,000
Regina 1.1 $278,000
Victoria -2.8 $895,000
3 Montreal -5.1 $552,000
Edmonton -5.6 $354,000
40 Vancouver -8.7 $1,167,000
Winnipeg =97 $337,000
Ottawa -12.6 $613,000

30
Canada -15.1 [T $612,000
Toronto -16.6 $1,039,000
20 Hamilton -22.8 $798,000
Kitchener-Waterloo  -24.9 $754,000
. l | l London -25.9 $579,000
00 05 10 15 20

" HPI composite benchmark

Sources: BMO Economics + Haver Analytics - Canadian Real Estate Association
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The supply challenge

Canada - Homes (000s of units)

400
300
Housing
completions’
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Do we need more houses?
Millennials creating households
Immigration targets push 500k per year

But...
Investor demand has cooled
Record units already under construction
Industry is at full capacity
Project cancellations?
NIMBY

Ambitious targets can’t be met
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Mortgage rates drive repricing

Canada (% of household income)
Mortgage payment
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! Assumes stable home prices, 10% down payment, 25-year amortization, income growth at 5% annualized, LF growth at 1.2% a.r.

9 ) Sources: BMO Economics - Haver Analytics
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Cleaning up the froth

Canada - Real home price

s d Peak deviation (%)

400 (January 1980 = 100) 36 (% deviation from trend) 21.4
24 )
w00 GTA 41.2
trend’ 0 .
Exurbs
100 Cottage®
12
Atlantic 34.7
O 1 | _24 | |
80 90 00 10 20 80 90 00 10 20

' Exponential growth trend since 1980 - 2 Barrie, Guelph, Hamilton, Kitchener-Waterloo, London, Niagara, Orillia, St. Catharines, Windsor - * Bancroft, Kawarthas, Muskoka-Haliburton, South Georgian Bay

Sources: BMO Economics * Haver Analytics + Canadian Real Estate Association « Statistics Canada
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A brief history of housing corrections

Canada (peak = 100)

Select home price declines
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Years from peak

' Detached homes

Start

1989
1995
2007
2008
2015
2017
2018

Market

Ontario
Vancouver
Calgary
(anada
Calgary
Toronto'

Vancouver'

Factors Decdiine Yearsto Years to

(%) bottom recover
Interest rates, recession -20 1.2 11.6
Rates, foreign investment <24 5.9 8.8
0il boom/bust -14 17 6.0
Global financial crisis -6 1.0 1.6
0il boom/bust -11 5.3 6.3
Interest rates, tax =11 0.9 3.3
Interest rates, tax <13 i E 2.0
Average -14 3.1 5.8

BMO 9 Capital Markets

We're here to help>

Sources: BMO Economics + Haver Analytics
© COPYRIGHT 2023 BMO CAPITAL MARKETS CORP - https://economics.bmo.com

19



Demographic support?

Canada (mins)

Population: Age 25-34
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growth
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projection’
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! Statistics Canada estimates

Demographic drivers:
v’ International immigration
X Provincial migration (ontario)

v/ Millennial aging

Interprovincial flows negative

International targets elevated
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Takeaways for real estate

Mortgage rates near peaking, but near-term rate cuts unlikely
Downward price discovery will continue through 2023

Regional performance will vary... Alberta is best positioned,
while Southwestern Ontario (Toronto exurbs) will struggle most

Government supply targets will prove next to impossible to hit;
a wave of completions is coming

Fundamental cash-flow driven investment replaces speculation

Peak demographic demand is near, but high immigration targets
will stave off a 1990s-like bust

Longer-term price growth will be much more subdued,
and stagnant in some markets

Source: BMO Economics
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Important disclosures

General Disclosures

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A. (member FDIC), Bank of Montreal Europe p.l.c, and Bank of Montreal (China) Co. Ltd, the
institutional broker dealer business of BMO Capital Markets Corp. (Member FINRA and SIPC) and the agency broker dealer business of Clearpool Execution Services, LLC (Member FINRA and SIPC) in the U.S., and the institutional broker dealer
businesses of BMO Nesbitt Burns Inc. (Member Investment Industry Regulatory Organization of Canada and Member Canadian Investor Protection Fund) in Canada and Asia, Bank of Montreal Europe p..c. (authonsed and regulated by the
Central Bank of Ireland) in Europe and BMO Capital Markets Limited (authorised and regulated by the Financial Conduct Authority) in the UK and Australia. BMO does not represent that this document may be lawfully distributed, or that any
financial products may be lawfully offered or dealt with, in compliance with any regulatory requirements in other jurisdictions, or pursuant to an exemption available thereunder. This document 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. Their contents have not been reviewed by any regulatory authority. Bank of Montreal or its subsidiaries (‘BMO Financial Group”) has lending
arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections contained in this report are those of BMO CaJ)Ita| Markets as of the date of this report and are
subject to change without notice. BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and contain information and opinions that are accurate and complete.
However, BMO Capital Markets makes no representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising from any use
of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment
decisions, and because of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. This document is not to be construed as an offer to sell, a solicitation for or an offer to buy,
any products or services referenced herein (including, without limitation, any commodities, securities or other financial instruments), nor shall such Information be considered as investment advice or as a recommendation to enter into any
transaction. Each investor should consider obtaining independent advice before making any financial decisions. This document is provided for general information only and does not take into account any investor's particular needs, financial status
or investment objectives. BMO Capital Markets or its affiliates will buy from or sell to 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 regulatory 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 reguirement 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 1)
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 II").

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, (I) 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) regulated activities under the Securities and Futures Ordinance (Cap 571 of the Laws of Hon
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.

Continued on next page...
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Important disclosures (continued)

Additional Matters (continued)

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 investin
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 regulations 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 Iawfulg/ offered, in compliance with any applicable r%gistration 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.

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. fumishes 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 IVCI;)r(l:treaI and BMO Nesbitt Burns. In the United States, personal and commercial banking clients are served by BMO Harris 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.
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