OCEANFRONT

INVESTMENT COUNSEL INC.

CHARTBOOK
‘Market Comment

Prepared by OceanFront Investment Counsel Inc.

oceanfrontwealth.com



Chartbook Market Comment: June 2025

Market Comment

Interest Rate Expectations

US Federal Budget

TABLE OF
CONTENTS e

Consumer Sentiment
Investing at All-Time Highs

Disclaimer

TMENT COUNSEL INC.




Market Comment

On Wednesday, the Bank of Canada announced it would hold its policy interest rate at 2.75%. Governor Tiff Macklem commented on
several factors that went into the rate decision, including international frade policy, consumer spending, the labour market and inflation.

Canadian GDP growth was strong in the first quarter at 2.2%, but this was partly due to pull-forward effects of exports to the US
increasing to get ahead of the imposition of tariffs. GDP is expected to be significantly weaker in the second quarter. The labour market
has weakened as tariffs have threatened international trade, as the unemployment rate increased to 6.9% in April.

Much of the impact of tariffs is yet to be felt in the global economy, so it is too early to tell what the effects will be. It is also highly
uncertain what longer term international trade policies will be, as tariff rates are constantly changing and trade agreements are being
announced to lower tariffs and resolve disputes.

The Carney government eliminated the Consumer Carbon Tax, which lowered inflation by 0.6% in April. Headline Inflation for A pril was
1.7%, the lowest reading since September 2024. Governor Tiff Macklem also noted that the path of inflation is highly uncertain due to
tariffs.

The Bank of Canada, like the Federal Reserve, is taking a wait-and-see approach with interest rate policy and seeking clarity on
international trade and its effect on inflation and economic growth before making policy decisions.
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Interest Rate Expectations

Expected Ceniral Bank Interest Rate
4.50

Interest rate expectations have been volatile

this year, as they have been reacting to a 4.2

series of trade related headlines and erratic 4.00

social media posts from the President of the 375

United States. 3.50

Markets are currently expecting only one or 2

two more cuts from the Bank of Canada in 200

2025 and one or two from the Federal 27

Reserve as well. 250
2.25 l .
2.00

Current Jun-25 Jul-25 Sep-25 Oct-25 Dec-25

B Expected Rate-US W Expected Rate - Can

Data: Overnight Index Swap markets as of June 4, 2025

OCEANFRONT

4 | Source: Bloomberg, OceanFront Investment Counsel Inc.




US Federal Budget

The 2025 federal budget
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This chart breaks down the US Federal Budget and
sources of revenue, based on the Trump tax bill that
is yet to be passed by congress.

Interest expense on the debt alone is 14% of the
budget, larger than the expense on defense and
larger than corporate tax revenue.

The cuts from Elon Musk’s Department of
Government Efficiency are expected to save
around $180bn for fiscal year 2026. Estimates of
potential future tariff revenue if Trump keeps
significant global tariffs of 10%-20% are around
$100bn-$330bn per year. Combined, these
measures would decrease the deficit by up to
$500bn or 27%, if successful.

This is the math that is keeping US Government
bond yields relatively high, as the high deficit poses
a risk to the capital of bond investors due to
potential inflation and dilution from money printing.

The interest rate assumption in the data is 4.1% for
the 10-year Treasury, which is significantly lower
than where it is currently trading at 4.37% as of this
writing.
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US Dollar

US Dollar Index (DXY)

The US dollar continues to fall as investors
shun the currency, in part due to fiscal
concerns as outlined in the previous slide
on the US Federal Budget. The US Dollar
Index is trading around a 3 year low.
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Measures of Canadian Core and Headline
inflation have diverged of late, with Core
climbing over 3% and Headline falling

below 2%. Measures of US inflation
continue to fluctuate around 3%.

Inflation

CPI Year-Over-Year Change (%)
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Consumer Sentiment

Consumer Sentiment Index and subsequent 12-month S&P 500 returns
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The University of Michigan Consumer Sentiment
survey gives insight on how consumers are
feeling about the economy. Currently,
consumer sentiment is very low, indicating that
consumers are very pessimistic on prospects for
the economy.

Lows in sentiment tend to be good indicators of
good stock market returns over the next 12
months or so, as you can see in the chart. An
important insight from this data is that getting
out of the market when sentiment is low is
generally a bad investment strategy.
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Investing at All-Time Highs
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DISCLAIMER

The particulars contained herein were obtained from sources believed
to be reliable at the time of print, but we cannot guarantee their
accuracy or completeness. Current analysis and interpretation of
such information is subject to change. This report is for general
information only and does not constitute tailored advice offered to an
individual. Individuals should consult with their professional advisors,
including tax professionals, prior to making investment decisions.
Certain statements may contain speculative information that carries
known and unknown risks, uncertainties, and other factors. These
factors can potentially lead to significant differences between the
actual outcomes, performance, or accomplishments of OceanFront
Investment Counsel Inc. or the overall industry outcomes, and any
future outcomes, performance, or accomplishments indicated or
suggested by such forward-looking statements. It is important to
note that these statements may not be suitable for everyone. Past
performance is not indicative of future results.

OceanFront Investment Counsel Inc. is a subsidiary of OceanFront
Wealth Inc. OceanFront Investment Counsel Inc. is registered as a
Portfolio Manager in B.C., Alberta, Manitoba, and Ontario and as an
Investment Fund Manager in B.C. and Alberta. Information contained
herein, relating to OceanFront Investment Counsel Inc. is intended
only for Canadians residing in the provinces where OceanFront
Investment Counsel Inc. is registered.
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