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Without Bearings

® Canadian manufacturers will almost certainly find themselves in trouble to secure
replacement because of their products’ bulky and perishable nature.

® Our estimate is that the usurious tariffs under Section 338 would clip 0.5% from
Canadian growth if rolled out as announced.

® The snapback of tariffs may not be as devastating as fear mongers claim.
Trump’s ambush is primarily a pressure tactic to get Carney to the table.

® Businesses in Canada seem ready to climb over an ice-wall of tariff worry
also, thanks to the capex boom driven by computing infrastructure and data
processing, a recent easing in bank capital standards by regulator, and a
weakening loonie.

Lo and behold, Trump said he would pause the imposition of a 50% tariff under Section 338
on Canadian goods. However, what is right in front of us is often the last thing we can see.
Canada and U.S. have long passed the tipping point where friend turns to foe. A long-term
agreement is always a deal away. It's only a matter of time for the smoking gun to point at
Canada again.

Trump’s partnership doesn’t come cheap. Talk of a tariff war always makes the stomach
sink, especially when the Canadian economy is showing signs of breaking out of its slump.
Good questions are every investor’s best defense.
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Exhibit 1: Canadian Exports of Dairy Products to U.S. (CAD mn)
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The snapback of tariffs may not be as devastating as fear mongers claim. The current
USMCA conceded limited access to the Canadian market. In 2025, Canada exports a mere
CADA474 million in dairy products to the U.S., so the disruption originated from this usurious
tariff will likely be minimal.

Exhibit 2: U.S. Tariff Rate on Canadian Goods (%)
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This would be only a small consolation, though. The debt to war goes deeper than that.

The consumer goods sector is a longstanding trade irritant. It goes to the heart of blue-
collar identity. Canadian manufacturers in targeted sectors like food, packaging, wood and
paper products, will almost certainly find themselves in trouble to secure replacement
because of their products’ bulky and perishable nature. To a significant extent, the impact
of fresh tariffs is believed to be absorbed by Canadian gross margins. In the eyes of

investors, you are what you earn.

While still nursing wounds from previous rounds of tariff skirmishes, the Section 338 tariff
would jack Canada’s tariff rate on exports up by 2.6 percentage points to roughly 7.8%
(Exhibit 2). Our estimate is that these tariffs would clip 0.5% from Canadian growth if rolled

out as announced.
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It could be both a curse and a blessing for a country that had lost its way. We lean toward
the view that Trump’s ambush is primarily a pressure tactic to get Carney to the table so that
Trump can spin it as a victory ahead of the mid-term elections. Will Carney take this sitting
down? No. His belated visit to China initiated a thaw in relations that had been tense for
years. Businesses seem ready to climb over an ice-wall of tariff worry also, thanks to the
capex boom driven by computing infrastructure and data processing, a recent easing in bank
capital standards by regulator, and a weakening loonie. Defying the skeptics, July’s sturdy
employment reported a 75k growth, hinting a low point was reached at spring.

Exhibit 3: Employment Change in Canada (‘000)
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We all know nothing make better neighbors than good fences. Tariff is no longer a threat
that Canadian should pick a serious fight with.
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UK EU

Japan

With the UK elections and appointments European markets are relatively steady, Yen edged lower after US-Japan

concluded, market focus shifted from with key data broadly matching intervention. Jawboning and pro-hike

politics back to economic fundamentals. expectations. ~ The major risk still signals fail to move markets. Reversing

BoE reached consensus on weak centers on energy prices.
economy, while rate-hike arguments
remain largely precautionary. Overall

rate pressure is limited.

2

us

Soft data give the Fed more policy leeway.
Hawks' firm resolve aside, jobs and wage growth
show early softening. If sustained, this would
strengthen centrists and curb rate-hike

expectations.

From Shanghai to Hong Kong,
Connecting the World
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the yen's weakness ultimately requires

actions, not just words.
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Chinese Mainland

Economic growth has slowed from its earlier levels.
Market expectations are building for fresh policy
stimulus to boost consumer and investment
confidence, injecting new momentum into the

economy.
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Foreign Exchange Outlook

USD Overweight Softer CPI and retail sales add to the case against hiking rates in September.
The flow of news from here to Jackson hole will be light. If anything, analysts

Neutral have been upgrading earnings forecasts outside U.S. It will be hard for the
Underweight market to switch back to a fully dollar-bullish mindset.
EUR Overweight Shadowed by unresolved tension in the Gulf, better economic readings have failed
Neutral to provide the euro with much of a lift. Apparently, FX holders like the euro as a
diversification play against the A.l. euphoria.
Underweight
Sterling has had a hot summer. The combination of a short squeeze following
GBP Overweight the end of local elections and targeted M&A flows spell the end of the sterling’s
S L Neutral bear run. Butthese forces rarely drive sustained moves in currencies. The real
AR driver ahead is the BoE, and the UK economy is poised to slow down, owing to

Underweight budgetary uncertainty and higher energy bill, after a strong start to the year.
The RMB appreciation story still has legs. Even if the exporter’s conversion ratio

RMB Overweight stabilizes, the ever-growing trade surplus would give the RMB a helping hand with

* Neutral soaring export proceeds available for conversion. The latest communication by
the Politburo suggests policymakers are becoming more tolerant of currency
Underweight appreciation.
JPY Overweight The yen has struggled to make much headway in spite of the broad-based dollar
softness. The age-old bias to rebuild JPY shorts post intervention takes hold.
. Neutral Neither the risk of coordinated intervention nor reignited confidence in a
Underweight September hike by BoJ appears sufficient to counter that trend.
AUD Overweight Investors seem happy to continue targeting long A.l./commodity stories at the
= . Neutral expense of the low-yielding Japanese yen and Swiss franc. The Aussie rally has
* . room to run.
Underweight
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NZD Overweight A drop in NZ inflation expectations led to the kiwi underperforming. Traders

could however see kiwi as effective hedge against severe El Nifio shocks given

Neutral
its outsized dependence on agricultural exports.
Underweigh
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Disclaimer - Investment Involves Risk

Investment Risk Disclosure

e The following risk disclosure statement cannot disclose all the risks involved and does not take into account any
circumstances that are unknown to Shanghai Commercial Bank Limited (the “Bank”). Investment involves risks.
Securities, Investment fund and Bonds are investment products. The price of investment products may go up or
down, and may become valueless. It is as likely that losses will be incurred rather than profit made as a result of
buying or selling investment products. Any past performance figures shown are not indicative of futures
performance. Part of the investment may not be able to liquidate immediately under certain market situation.
Customers should refer to relevant offering documents for detailed information, including but not limited to Risk
Disclosures, prior to any investment subscription. The products described herein may not be suitable for all people.
The decisions to invest are made by customers and customers should not invest in investment products unless the
intermediary selling them has explained to them that the product is suitable for them having regard to customers’
financial situation, investment experience and investment objectives. Customers should not make any investment
decisions based on this document alone. Customers must make their own assessment of the information provided
in this document. Customers should carefully consider whether any investment products or services mentioned
herein are appropriate for them in view of their financial situations, investment experiences and investment
objectives. If customers have any doubt about this material or any relevant offering document, they should consult
their own independent advisers on the legal, regulatory, tax, investment and financial implications of the
investments (including but not limited to estate duty and withholding tax and other tax obligations which may arise
from local or foreign investment) as they deem appropriate to ensure that they understand the nature of the
investments in order to consider whether the investments are suitable investments for them.

® Investment Risk in Securities: The prices of securities fluctuate, sometimes dramatically. The price of a security
may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit made
as a result of buying and selling securities. Investment involves risks. Any past performance figures shown are not
indicative of futures performance. Part of the investment may not be able to liquidate immediately under certain
market situation. Customers must ensure to read and understand the information of Shanghai and Shenzhen
Connect A-shares trading of the Bank including relevant details, trading rules, risk, fees, restriction and notices
before investing in Shanghai and Shenzhen Connect A-shares trading.

e Investment Risk in investment funds: The prices of investment funds fluctuate, sometimes dramatically. The price
of an investment fund may go up or down and may become valueless. It is as likely that losses will be incurred
rather than profit made as a result of buying and selling investment funds. Investment involves risks. Any past

performance figures shown are not indicative of futures performance. Part of the
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investment may not be able to liquidate immediately under certain market situation. Customers should refer to
relevant investment fund offering documents for detailed information, including but not limited to Risk Disclosures,
prior to any investment fund subscription. Customers should carefully consider whether any investment products
or services mentioned herein are appropriate for them in view of their financial situations, investment experiences
and investment objectives. Please refer to explanatory memorandum or relevant materials of the fund for further
information. The subscription of investment fund is subjected to prevailing regulatory requirements and restrictions
and relevant terms and conditions of the Bank. The Bank acts as a distributor of the funds managed by fund housed
and the funds are the product of the third party fund houses. For distribution of funds — in respect of an eligible
dispute (as defined in the Terms of Reference for the Financial Dispute Resolution Centre in relation to the Financial
Dispute Resolution Scheme) arising between the Bank and the customers out of the selling process or processing
of the related transaction, the Bank is required to enter into a Financial Dispute Resolution Scheme process with
the customers; however any dispute over the contractual terms of the product should be resolved directly between
the third party fund house and the customers.

Investment Risk in Bonds: Bond investments are not bank deposits and involve risks, including the possible loss of
the principal amount invested. Customers should be aware of the risk of exchange rate fluctuations for bonds
denominated in non-local currency, which may cause a loss of principal. Unless specified, these investments are
not guaranteed by the Bank. The prices of bonds fluctuate, sometimes dramatically. The price of a bond may go
up or down and may become valueless. It is as likely that losses will be incurred rather than profit made as a result
of subscribing and redeeming bonds. Investment involves risks. Any past performance figures shown are not
indicative of future performance, which the Bank does not guarantee the existence of a secondary market for bonds.
Part of the investment may not be able to liquidate immediately under certain market situation. Customers should
refer to relevant bonds offering documents for detailed information, including but not limited to Risk Disclosures,
prior to any bonds subscription.

RMB is subject to exchange rate risk (only applicable to Individual Customers): RMB is currently not freely
convertible. Customers should be aware that they can conduct conversion of RMB at CNH rate through bank
accounts, for which it is subject to the requirements specified by the Relevant Authorities from time to time, the
requirements specified by the Bank and/ or the RMB position and commercial decisions of the Bank at that moment.
RMB Conversion Limitation Risk (only applicable to Corporate Customers): RMB is currently not freely convertible.
Corporate Customers should be aware that they can conduct conversion of RMB through bank accounts, for which
it is subject to the requirements specified by the Relevant Authorities from time to time, the requirements specified
by the Bank and/ or the RMB position and commercial decisions of the Bank at that moment. RMB investments are
subject to exchange rate fluctuations which may provide both opportunities and risks. The fluctuation in the
exchange rate of RMB may result in losses in the event that the customer converts RMB into HKD or other foreign

currencies. If
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the home currency of the customer is different from the Investment product currency or the Investment product's
reference currency, changes in currency exchange rates may erode the investment gains or widen the investment
losses of the customer.

e The information of this document has not been reviewed by the Securities and Futures Commission of Hong Kong

or any regulatory authorities in Hong Kong.

Important Notice / Disclaimer:

e This document is issued and solely owned by the Bank. This document is for general information and reference
only and does not constitute any offer, solicitation, invitation, advice or recommendation to subscribe, trade, redeem
or sell for any deposits or investments. No representation, guarantee or other assurance as to the outcome of any
investment has been made or will be given to you by or on behalf of the Bank.

e This document contains information from third party, which may be incomplete or simplified. Although the
information herein contained is obtained or compiled from sources the Bank believes to be reliable, it has not been
independently verified. The Bank cannot and does not represent or warrant the accuracy, validity, reliability,
timeliness or completeness of any such information (whether in whole or in part), and accepts no liability for any
loss or damage howsoever arising from or in reliance upon the whole or any part of such information or opinions
(unless due to the negligence or wilful default of the Bank, the Bank’s authorised officers, employees or agents).
The Bank reserves the right to amend all or any part in this document, which all views, forecasts and estimates
constitute judgments made before the publication date, and are subject to change without further notice. This
document contains certain statements that may be deemed as forward-looking statements involving risks and
uncertainties. Customers should be aware that actual results may differ materially from those projected, estimated,
assumed or anticipated in any such forward-looking statements due to different factors, risks and economic situation.

e The information herein contained may not be reproduced, quoted, distributed, disclosed or published (whether in
whole or in part) in any media for any purpose without prior express written consent from the Bank. The Bank
accepts no liability for any loss arising from or in reliance upon such information or contents. This document is not
intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution
would be contrary to the laws or regulations.

e The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have positions
in and may trade for their own account in all or any of the securities or investments mentioned in this document.
Companies within the Bank may have provided investment services or underwritten in relation to these securities.
Commission or other fees may be earned by the Bank respect of the services provided by them relating to these

securities or investments.
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Conflicts of Interest Disclosure:

e The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have positions
in and may trade for their own account in all or any of the foreign exchange, securities or investments mentioned
in this document, or engage in any trading activities or have any financial interests in relation to the subject ETFs.
Also, they may have business or other relevant relationships with the subject ETFs and/or the management
company of the ETFs. The Bank may have provided investment services or underwritten in relation to these
securities. Commission or other fees may be earned by the Bank respect of the services provided by them relating

to these securities or investments.
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