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Last week, markets focused on Canadian GDP, US economic data, significant cross-asset moves, and
escalating developments between the US and Iran.

The Canadian economy ended the year on a softer footing, as a sharp drawdown in business inventories
led real GDP to contract at an annualized rate of 0.6% in the fourth quarter. While the inventory decline
weighed heavily on growth, it was partially offset by stronger household spending, exports, and
government capital spending. Domestic demand rose 2.4% during the quarter, pointing to underlying
resilience. The household saving rate held steady at 4.9% in 2025, roughly in line with 2024. Trade also
contributed positively, with exports rising faster than imports. However, stronger foreign demand did not
translate into higher production, as firms appeared to meet demand by running down inventories —
explaining the pronounced inventory contraction. For the full year, real GDP grew 1.7% in 2025, down from
2.1% in 2024, marking the slowest annual growth since the pandemic-driven contraction in 2020.

In the United States, consumer confidence improved modestly in February but remains historically
subdued. Producer prices rose 0.5% month-over-month in January, with core producer prices up 3.4%
year-over-year, underscoring persistent services-led inflation pressures. Home prices increased 0.4% in
December, although annual gains slowed to 1.3% amid notable regional divergence.

Equities attempted to rebound ahead of Nvidia’s earnings, but despite strong results, the chipmaker failed
to reignite enthusiasm for mega-cap technology stocks. Nvidia fell 5.5% the following day, dragging down
much of the S&P 500, as concerns about stretched valuations and a potential Al-related bubble continue
to weigh on sentiment. The US dollar traded steadily, with no major catalysts to drive direction. Meanwhile,
the US 10-year yield fell below 4% late in the week in a classic flight-to-quality move.

Geopolitical tensions escalated sharply during the weekend as the US and Israel launched coordinated
missile strikes on Iran, reportedly killing Supreme Leader Ayatollah Ali Khamenei and targeting military
facilities linked to the country’s nuclear program. The conflict has caused disruptions across the Middle
East, with blasts heard in Israel, Saudi Arabia, Qatar, and the United Arab Emirates, and oil prices surging
due to the impact on energy flows. QatarEnergy suspended production of liquefied natural gas due to
attacks on its facilities, while operations were paused at Saudi Arabia’s largest refinery after a drone
strike. Fuel prices soared across global markets, and Iran has warned vessels to avoid the Strait of Hormuz
— a critical energy chokepoint through which roughly 100 merchant ships pass daily.

Looking ahead, markets will focus on US payrolls and retail sales data, further developments in the US-Iran
conflict, and remarks from Bank of Canada officials Kozicki and Macklem.

Have a good week!
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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.



