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TOP TRADE CHALLENGES

* General anti-trade sentiment: then, now
* EU: this year’s election campaigns

* Brexit: trade, or other issues?

e US-TPP

* US — NAFTA

e Canada’s position
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Impact on Canadian exports -$10.6 -$32.1
Share of exports -1.2% -1.5% -4.5%
Impact on Canadian investment -$40.8 -$43.2 -$72.0
Impact on Canadian GDP -1.9% -2.0% -3.9%
Employment impact -362,000 -391,000 -737,000
Share of employment -2.0% -2.1% -4.0%
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ANTI-TRADE ACTIONS: WHAT DOES LOGIC SUGGEST?
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FIRM STRATEGY: ABUSINESS CASE?

Costs saved vs. incurred

* Operating in USD

* Higher-cost environment
 Labour supply: ample?

e Capacity constraints

* Time lag
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WORLD ECONOMY: SUPER CYCLE?

Global trade intensity ([X+M]/GDP), %
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Sources: OECD, Haver Analytics
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US UNEMPLOYMENT: POSTED VS. ‘EFFECTIVE’

Unemployment rate, participation rate (%)

Unemployment Rate
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US BLS, Haver Analytics
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US LABOUR FORCE: MILLENNIALS ARE COMING BACK

Unemployment rate, participation rate (%)
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Sources: US BLS, Haver Analytics
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US HOUSING: WILL MILLENNIALS BUY IN?

Housing starts, requirements, balance, SAAR, ‘000 units
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Sources: US Census Bureau, NAR, Haver Analytics
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MILLENNIALS NOT JUST AU.S. STORY. ...

Current ownership vs intentions, %
100%

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%
Average  China Mexico France Malaysia USA Canada UK Australia UAE
1 Current Ownership  miIntend to purchase in next 5 years

Source: HSBC

@PeterGHallXIll m Peter Hall */f_’rDC


https://gn.wikipedia.org/wiki/Ta'%C3%A3nga:Twitter_Logo_Mini.svg
http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj2kNr0lO7KAhVrkYMKHTVZAc4QjRwIBw&url=http://theappshowbox.com/linkedin-free-download/&psig=AFQjCNFB3ZXoYgoAuiUwR_KP94c8t4yuvA&ust=1455226907868994

EFFECTS OF DISASTERS

Hurricanes: the sad truth

* Harvey costs: $65B-$190B

* [rma costs: $50B-$100B

* Maria costs: $30B (Puerto Rico alone!)
* More to come???

Insurers not happy, but...
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RISING WEALTH IN EMERGING MARKETS

Annual increase of the middle class

Brazil Indonesia

Sources: Various — national population calculations
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CHINA HAS GROWN!
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CHINA'S TRADE: END OF THE BONANZA?

Trade as a share of GDP, per cent
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Sources: EIU Country Data, Haver Analytics

@PeterGHallXIlll m Peter Hall



https://gn.wikipedia.org/wiki/Ta'%C3%A3nga:Twitter_Logo_Mini.svg
http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj2kNr0lO7KAhVrkYMKHTVZAc4QjRwIBw&url=http://theappshowbox.com/linkedin-free-download/&psig=AFQjCNFB3ZXoYgoAuiUwR_KP94c8t4yuvA&ust=1455226907868994

THE POWER OF SAVING LESS

C/GDP*
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Sources: China National Bureau of Statistics, Haver Analytics
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THE POWER OF SAVING EVEN LESS

C/GDP*

== C/GDP
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Sources: China National Bureau of Statistics, Haver Analytics
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IS THIS THE COMPASS?

KR-CRB Spot Index, Metals, 1967=100

Sources: CRB, Haver Analytics
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DRIVERS OF THE CANADIAN DOLLAR

Oil & gas prices

Non-energy commodity prices

Interest rate spreads > anadian dolla

US dollar movements* '
The ‘halo’ effect '

Source: EDC Economics
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CANADA: MERCHANDISE TRADE ON THE MOVE?

Merchandise trade , all industries, $billions

Sources: StatCan, Haver Analytics
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GLOBAL GROWTH FORECAST

Global Economic Outlook (GEO)

(yly % change) 2015 2016 2017 (f) 2018 (f)
Developed countries 1.9 21 16 20 21
uS 24 2.6 1.6 2.4 2.7
Canada 2.5 0.9 1.3 2.4 2.2
Euro Area 1.1 2.0 1.7 1.7 1.6
Japan 0.0 1.2 0.9 1.0 1.1
Emerging countries 4.6 4.1 4.1 4.6 5.0
China 7.3 6.9 6.7 6.6 6.4
India 7.2 7.6 6.6 7.4 7.6
Brazil 0.7 -3.7 -3.5 0.4 2.5
Mexico 0.1 -3.8 2.2 1.8 2.1
Russia 2.2 2.6 -0.6 1.4 1.8
South Africa 1.6 1.3 0.3 0.8 1.4

Sources: Haver Analytics, EDC Economics, 2014-2016 are actuals while 2017 and 2018 are forecast.
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FREE RESOURCES ONLINE

> www.edc.ca YEDC R

> Country Risk Quarterly

v

Global Export Forecast

v

Weekly Commentary

v

Trade Confidence Index

v

The Commodity Tracker

Fellow us:

Research reports on international trade e e BOESNE

v
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EXCESS LIQUIDITY: DISTORTIONS?

Cash injection

Cash hoarding

Source: EDC Economics
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ADD A LITTLE GROWTH, AND...

Source: EDC Economics
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AN AMERICAN SOLUTION?

Our best advocates...

* US consumers? Not likely

* Retallers!

* Employers!

 Shareholders!

“Made in America” is not the fix; but the fix

IS made In America

@PeterGHallXIll m Peter Hall
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BENEFITS OF GLOBALIZATION: LESS POVERTY

Poverty rates by country, classed by income levels
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Sources: World Bank, Haver Analytics
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BENEFITS OF GLOBALIZATION: STABLE PRICES

Consumer price indexes, year-to-year growth, %
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Sources: Bbk, StatCan, BLS, Haver Analytics
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REACTIONS: UNNERVING

LEVERAGE U.S.
OPERATIONS
(LARGE ONLY)

A
{

LOCATING/ DIVERSIFICATION
RELOCATING IN
THE U.S.

—
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INDUSTRIES AT RISK?

Canada’s surplus in trade with the US, by industry, $B

Forestry Ores & Metals Agri-food

Sources: Statistics Canada, Haver Analytics
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TRADE POLICY: THE COST-BENEFIT LAG

Production shifts: easy, right?
* Supply chains: dependence
* “Domestic-only” production: costly
* Consumers/producers/shareholders
 Capacity constraints in OECD

* Labour supply: ample?

* Technology: too advanced to go back?

@PeterGHallXIll m Peter Hall
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RECOVERING MARKET GROWTH DYNAMICS: E.G. RUSSIA

GDP growth, actual and potential

Potential

98 99 00 01 02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25

@PeterGHallXIll m Peter Hall


https://gn.wikipedia.org/wiki/Ta'%C3%A3nga:Twitter_Logo_Mini.svg
http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj2kNr0lO7KAhVrkYMKHTVZAc4QjRwIBw&url=http://theappshowbox.com/linkedin-free-download/&psig=AFQjCNFB3ZXoYgoAuiUwR_KP94c8t4yuvA&ust=1455226907868994

URBAN VS. RURAL GROWTH: A GROWING WEDGE?

Potential economic growth, urban vs. rural
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CANADA-EU CETA: TOP 10 GROSS IMPACTS

Canadian exports by industry, % and dollar-valued gains

CHANGE IN BILATERAL EXPORTS, 2014 BASELINE

Cdn exports to EU

% gain $C gain

Processed foods 141.7 1,365
Textiles 73.6 115
Petroleum, coal products 60.2 605
Wearing apparel 60.0 95
Construction 45.7 30
Primary agriculture 41.8 791
Chemical products 34.5 555
Leather products 33.3 5
Metals 29.3 861
Motor vehicles & parts 28.8 255
Metal products 26.7 61

Source: Canada-EU joint study, 2008
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CANADA-EU CETA NET IMPACTS: RISKS, OPPORTUNITIES

By industry, % and dollar-valued net gains

CHANGE IN BILATERAL EXPORTS, 2014 BASELINE

Cdn exports to EU EU exports to Cda
% gain $C gain % gain $C gain

Processed foods 141.7 1,365 326.2 5,571
Wood products 16.7 72 30.7 235
Petroleum, coal products 60.2 605 73.8 359
Metals 29.3 861 19.4 56
Motor vehicles & parts 28.8 255 18.3 631
Transport equipment 23.1 592 7.9 183
Primary agriculture 41.8 791 6.3 23

Source: Canada-EU joint study, 2008
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REASONS FOR LOW PARTICIPATION

Most of Decline Since 2007 Reflects Retirement and Disability

Percent of total Percent of total
70 70
Reasons for Nonparticipation,

60 4 58 Change Since December 2007 L 60
50 - 50
40 - - 40
30 | - 30
20 - - 20

10
| 8 L
10 4 10
0 - - 0
Retired Disabled Discouraged Don'tWanta Don'tWanta
Job /In School Job/ Notin

School

Source: Department of Labor, Goldman Sachs Global Investment Research
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IMPACT OF OIL PRICES ON THE CANADIAN ECONOMY

Oil Price Impact by Economic Sector, % of GDP

Category Oil Price, WTI Crude, $US

Oil price scenario: $60 $40

Net impact, % of GDP

Source: EDC Economics
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PROVINCIAL EXPORT OVERVIEW

% Share of

Total
Exports Export Outlook (% growth)

2015 2015 2016 (f) = 2017 (f)
Newfoundland and Labrador* 9.1 1.9 -30 -11 18
Prince Edward Island 1.2 0.3 16 7 6
Nova Scotia 5.3 1.1 1 6 4
New Brunswick 12.2 25 -6 -6 9
Quebec 79.7 16.6 7 5 5
Ontario 195.9 40.8 10 7 3
Manitoba 139 29 3 4 5
Saskatchewan 324 6.8 -8 -3 8
Alberta 92.2 19.2 -24 -10 14
British Columbia 35.9 7.5 0 2 5
Total 479.6 100.0 -3 2 6

Sources: Statistics Canada, EDC Economics, 2015 is
actual data while 2016 and 2017 are forecast
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