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Long-Term Market Expectations — Overview

Long-Term Market Expectations: Spring 2025 Update

Twice a year, we update our Long-Term Market Expectations (LTMEs) for major
asset classes over a 10-year and 30-year investment horizon. Based on our
building-block methodology (10-year) and risk premia methodology (30-year),
these projections are the foundation of National Bank Investments’ strategic
asset allocation (SAA) and portfolio construction.

For the current edition, this results in an anticipated annual return of 4.8% for a
benchmark balanced portfolio over a 10-year investment horizon, which is lower
than the realized return of 6.6% over the past 10 years. This forecast is also
lower than the 5.9% we anticipated in the Fall 2024 update, with a slightly less
favorable outlook for both stocks and bonds.

Our model now projects an annual return of 3.5% for the Canadian fixed-income
universe over the next 10 years, with the forecast being pulled down by a lower
Bank of Canada policy rate and lower starting bond yields relative to six months
ago. On the equity side, the expected 10-year annual return of 4.8% for our
equity benchmark? — a performance below the historical average — is mainly
caused by elevated valuations, especially in the United States.

Ultimately, beyond the inevitable short-term fluctuations, expectations for a
balanced portfolio remain largely positive for long-term investors, albeit slightly
lower than the above-average returns achieved in recent years.
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3. Based on the historical interquartile range of realized returns since 1950.
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CIO Office (Data via Refinitiv). 1. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.
2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD.
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Long-Term Market Expectations — Overview (stocks & bonds)

Expected annualized return and uncertainty per investment horizon Expected annualized return and uncertainty per investment horizon
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10-year market expectations — Equity risk premium

10-year expected returns: Equities vs. Bonds 10-year expected return spreads: Equities vs. Bonds
(annualized) (annualized)
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10-year market expectations — Main asset classes overview

16% - Long-Term Market Expectations: Main asset classes - 16%
Local currency (except MSCI indices, which are in USD), annualized nominal returns
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« 7 | N CIO Office (Data via Refinitiv). 1. The area between the 25th and 75th percentile of realized return outcomes since 1995. In other words, 50% of all observations fall within this range. BANK
2. The forecast margin of error is based on the back-tested predictive power of our forecsat model and the historical volatility of the asset. INVESTMENTS

3. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 4. Inflation forecast from the IMF’s latest World Economic Outlook.



10-year market expectations — Risk profiles overview
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« ) | N CIO Office (Data via Refinitiv). 1. The area between the 25th and 75th percentile of realized return outcomes since 1995. In other words, 50% of all observations fall within this range.

2. The forecast margin of error is based on the back-tested predictive power of our return model and the historical volatility of the asset.
3. Bonds: ICE BofA Canada Broad Market Index (Canada Bond Universe). 4. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.
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10-year market expectations — Methodology

Building blocks methodology: Fixed income Building blocks methodology: Equities
Our 10-year return forecasts for fixed income assets have three components shown below: Our 10-year return forecasts for equities have three components shown below:
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10-year market expectations — Capital Allocation Line
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2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD.



10-year market expectations — Capital Allocation Line

12% - Capital Allocation Line - Portfolios (% Stocks / % Bonds) - 129
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2. Bonds: ICE BofA Canada Broad Market Index (Canada Bond Universe). 3. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.



Historical correlation matrix

Historical correlation matrix (local currency?)
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2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD.



Historical risk premia

Total cumulative returns Realized risk premia
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term risk-free rate), and 2) our 10-year return forecasts.



Long-Term Market Expectations - Detailed assumptions (local currency?, annualized)

Expected nominal return - Economic forecasts*
Asset Annual volatility . .

10-year 30-year Inflation  Nominal GDP|
Balanced portfolio2 4.8% 6.6% 7.8% - -
Equity benchmark3 5.6% 8.1% 12.1% - -
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Canada Cash 2.8% 2.8% 0.0% - -
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F Canada 10yr gov. bond 3.3% 4.1% 6.3% - -
Detalled GE) U.S. 10yr gov. bond 4.9% 4.8% 7.4% - -
forecasts § Canada Universe 3.5% 4.4% 4.5% - -

% Canada Federal Government 3.1% 4.0% 3.9% - -

X Canada Corporate (IG) 4.0% 4.7% 4.1% - -
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Russell 2000 (U.S.) 6.4% 9.4% 20.1% 2.1% 4.0%
MSCI EAFE 4.9% 7.6% 16.1% 1.9% 3.3%

«» MSCI Emerging Markets 7.8% 7.8% 21.5% 2.3% 6.0%

= MSCI Europe 5.2% 7.8% 17.5% 1.8% 3.3%
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MSCI World 4.6% 7.8% 15.2% 2.0% 3.8%
MSCI AC World 4.9% 8.0% 15.3% 2.1% 4.1%

CIO Office (Data via Refinitiv). 1. With the exception of MSCI indices, which are in USD. NATIONAL

2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. ~ BANK

3. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. INVESTMENTS

4. All economic forecasts are from the IMF’s latest World Economic Outlook. Forecasts for equity indices with multiple regions are constructed using each region’s equity weight within the index.
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U.S. economic growth and composition of GDP

; U.S. components of GDP
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Canadian economic growth and composition of GDP
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U.S. economic cycles
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Normalized U.S. economic cycles
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13

55%

45%

35%

25%

15%

- 5%

-5%

-15%

NATIONAL
BANK

INVESTMENTS



U.S. unemployment rate

U.S. unemployment rate and NAIRU
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Canadian unemployment rate

Canadian unemployment rate and average
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U.S. labour demand

U.S. labour market: Job openings and unemployment

2.0 q - 2.0
1.8 - - 1.8
1.6 - 1.6
1.4 A . | : - 1.4
Ratio of job openings per
1.2 A unemployed* - 1.2
1.08
1.0 A - 1.0
0.8 - - 0.8
0.6 - - 0.6
0.4 - - 0.4
0.2 4 - 0.2
0.0 0.0

1955 1965 1975 1985 1995 2005 2015 2025

NATIONAL
BANK

« 21 | I CIO Office (Data via Refinitiv). *JOLTS ratio after November 15th, 2000. Conference Board employment ratio between 1955 and 2000. INVEBTMENTE



Inflation long-term history

Inflation long-term history
Consumer price index, annual rate of change
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CIO Office (Data via Robert J. Shiller at http://www.econ.yale.edu/~shiller/data/ie_data.xls)
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U.S. inflation and CPI composition
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Canadian inflation and CPIl composition

Canada inflation: Consumer price index (CPI)
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U.S. cost of debt

Debt servicing costs for...

16% - - 16%

14% A - 14%

12% A - 12%
11.39

10% A - 10%

... U.S. households (% of disposable income)
8% - - 8%
6% - - 6%
’ ... U.S. government (% of GDP) ’

4% - - 4%
3.0%

2% - - 2%

0% 0%

1950 1960 1970 1980 1990 2000 2010 2020 2030

NATIONAL
BANK

« 25 | I CIO Office (Data via Congressional Budget Office, Federal Reserve Economic Data (FRED)). INVEBTMENTE



Canadian cost of debt
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World demographics — Age group trends

Population by age group
Developed countries + China
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@ 27 | M IO Office (Data via United Nations, Department of Economic and Social Affairs, Population Division (2017)).
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World demographics — Geographical breakdown
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Working age population growth

Expected annualized growth over the next 25 years
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CIO Office (Data via United Nations, Department of Economic and Social Affairs, Population Division (2017)).
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Equities
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U.S. equity market cycles

Normalized S&P 500 cycles since 1956

Log scale, cycle = period without a >20% drawdown
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on cycle trough
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CIO Office (Data via Refinitiv, Bloomberg).
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Z;f, Annual returns and market corrections
Intra-year declines vs. calendar returns (S&P 500)
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Equity return statistics per investment horizon

Equities

S&P 500 returns* - Detailed statistics

Period Avg. ' Min. | Max.

Daily 0.0% 11% -12.0% 11.6% 12% 05% 01% -03% -1.1%

Monthly 0.7% 4.4% -308% 26.4% 54% 29% 11% -09% -4.4%
Quarterly 22% 7.4% -418% 40.1% 104% 59% 26% -06% -6.9%
lyear 10.1% 16.1% -49.0% 73.6% 29.0% 184% 118% 4.0% -12.2%
3years 85% 9.3% -18.0% 32.6% 19.0% 13.0% 9.7% 43% -51%
oyears 8.1% 7.6% -74% 275% 175% 13.0% 87% 25% -1.6%
1l0years 7.4% 56% -48% 20.1% 152% 109% 7.3% 34% -0.1%
20years 7.3% 22% 26% 11.9% 10.1% 86% 7.6% 6.0% 3.8%

30years 9.7% 03% 83% 10.3% 100% 98% 9.7% 95% 9.3%
*Price index from 1966 to 1987. Total return from Jan. 1st, 1988. Annualized return for periods from 3 to 30 years.
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Equities

Stock market volatility

Stock market volatility
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Decomposition of equity returns

Equities

Global equities total return decomposition
Total return in Canadian dollars

0 - _ 0
50% 2024 12025 YTD 0%
- - >
40% - 36.4% i - 40%

o
30% A i mEarnings (12-month forward, local FX)- 30%
. = PE Ratio
. mDividends
i = Canadian dollar effect
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<> 3.1% 159
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EAFE EM S&P/TSXS&P 500 EAFE EM S&P/TSXS&P 500

NATIONAL
BANK

« 34 | M CIO Office (Data via Refinitiv). INVESTMENTS



ities

Global equity sector allocation

Equ

Global equity sector allocation

£ .
markets

Technology 29.6% 9.3% 23.2% 7.9%
Financials 14.7% 32.1% 23.2% 19.1%
Healthcare 11.2% 0.3% 4.4% 13.5%
Cons. disc. 10.3% 3.2% 13.7% 12.0%
Comm. serv. 9.2% 2.4% 9.9% 4.2%
Industrials 8.5% 12.2% 7.5% 15.9%
Staples 6.1% 3.9% 4.7% 9.7%
Energy 3.7% 17.2% 5.0% 4.8%
Utilities 2.5% 3.9% 1.6% 3.3%

Real estate 2.3% 1.9% 1.5% 2.3%
Materials 2.0% 13.6% 5.3% 7.4%
Cyclical/Value* 41% 80% 56% 61%
Defensive/Growth** 59% 20% 44% 39%

*Financials, Consumer discretionary, Materials, Energy, Industrials, Real estate. **Technology, Communication services, Staples, Healthcare, Utlities. Data via
Refiniiv (S&P 500 and S&P/TSX), Regression based (EM), and API (iShares EAFE).
~ NATIONAL
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Share of world equity market*
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CIO Office (Data via Refinitiv). *MSCI ACWI region weights, 3-month moving average
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S&P 500 bear markets since 1950
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S&P 500 bear markets since 1950

Peak-bottom | Bottom-recov. | Total duration
(months) (months) (months)

Max drawdown

Recovery Event

Aug 1956 Oct 1957 Sep 1958 Recession of 1958 15 11 26 -21.6%
Dec 1961 Jun 1962 Sep 1963 Kennedy Slide of 1962 6 14 21 -28.0%
Feb 1966 Oct 1966 May 1967 Aggressive Fed tightening 8 7 15 -22.2%
Nov 1968 May 1970 Mar 1972 Recession of 1969-1970 18 21 39 -36.1%
Jan 1973 Oct 1974 Jul 1980 1970s energy crisis 21 70 90 -48.2%
Nov 1980 Aug 1982 Nov 1982 Early 1980s recession 20 3 23 -27.1%
Aug 1987 Dec 1987 Jul 1989 Black Monday 3 20 23 -33.5%
Mar 2000 Oct 2002 May 2007 Dot-com bubble 31 56 86 -49.1%
Oct 2007 Mar 2009 Mar 2013 Great Financial Crisis 17 49 66 -56.8%
Feb 2020 Mar 2020 Aug 2020 COVID-19 pandemic 1 5 6 -33.9%
Jan 2022 Oct 2022 Jan 2024 Central banks catch-up 9 15 24 -25.4%
Average 14 25 39 -35.7%
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Sector properties — Beta to index

Equities

Sector Beta to S&P 500 Sector Beta to S&P/TSX
Technology 1.29 Technology 1.40
Cons. Disc. t Healthcare 1.28 t
Comm. serv. High Beta Energy 1.24 High Beta
Financials Materials
Materials Cons. Disc.
Industrials Financials
Energy Real Estate
Real Estate Industrials
Healthcare Defensive Utilities Defensive
Utilities Staples 0.55
Staples 0.51 ‘ Comm. serv. 0.54 ‘
025 050 075 100 125 150 175 025 050 075 100 125 150 175
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Sector properties — Correlation to 10-year rates

Equities

S&P 500 sector correlation with U.S. 10-year rates S&P/TSX sector correlation with canadian 10-year rates
Energy 0.27 Energy 0.24
Financials -0.04 Healthcare -0.03
Industrials -0.12 Financials -0.07
Materials -0.16 Cons. Disc. -0.11
Comm. serv. -0.16 Staples -0.16
Cons. Disc. -0.21 Industrials -0.19
Utilities -0.27 Materials -0.19
Technology -0.29 Real Estate -0.20
Staples -0.30 Comm. serv. -0.23
Healthcare -0.30 Utilities -0.30
Real Estate -0.33 Technology -0.36
-0.‘50 -0.'25 050 0.é5 0-150 —0.‘50 —O.'25 OBO O.'25 O.LSO
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U.S. rates: Looking back 150 years

Long-term U.S. rates
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Global policy rates

Major central banks policy rates
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Fixed income yield and return — Treasuries

@ 42| ™
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CIO Office (Data via Refinitiv).
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Fixed income yield and return — Investment grade
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CIO Office (Data via Refinitiv).
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US dollar secular trend
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US dollar secular trend by country group
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Share of trade-weighted US dollar index

Evolution of USD trade-weighted index country weights (%)
24% A - 24%

20% v’% ™\ Euro area*, | 20%
\ y
F\\'\/\ 19.3

16% - - 16%
Mexico, 13.8
12% Canada*, 13.1 [ 12%
N,
8% - - 8%

4% ~ Korea, 3.6 - 4%
Taiwan, 2.7
~——————~—PBrazil, 1.7
0% - . . . . _Australia*, 1.2 0%
1973 1983 1993 2003 2013 2023 2033

NATIONAL
BANK

« 46 | I CIO Office (Data via Refinitiv). *Indicates a country is part of the Major partners index. INVESTMENTS



Canadian dollar secular trend

Canadian dollar secular trend (per USD)
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Canadian dollar & crude oll

Canadian dollar and oil prices
150 - - 1.20

WTI crude oil prices (USD/barrel, left)
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Oil — Nominal vs real prices
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Oil supply by main producing countries
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Gold — Nominal vs real prices

Gold prices relative to inflation (U.S.)
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Share of global foreign exchange reserves

Share of global foreign exchange reserves
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The information and the data supplied in the present document, including those supplied by third parties, are considered accurate at the time of their printing and were obtained from
sources which we considered reliable. We reserve the right to modify them without advance notice. This information and data are supplied as informative content only. No
representation or guarantee, explicit or implicit, is made as for the exactness, the quality and the complete character of this information and these data. The opinions expressed are not
to be construed as solicitation or offer to buy or sell shares mentioned herein and should not be considered as recommendations.

Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security performance,
upcoming product offerings or other projections are the views of only the CIO Office, as of the time expressed and do not necessarily represent the views of National Bank of Canada
and its subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions, which could cause actual results to differ materially from
what the CIO Office presently anticipate(s) or project(s). The Bank disclaims any responsibility to update such views. These views are not a recommendation to buy or sell and may not
be relied on as investment advice.

These index providers may be included in this document: BofA Merrill Lynch, Standard & Poor's, FTSE, Nasdag, Russell et MSCI. These companies are licensing their indices “as is”,
make no warranties regarding same, do not guarantee the suitability, quality, accuracy, timeliness and/or completeness of their indices or any data included in, related to or derived
therefrom, assume no liability in connection with their use and do not sponsor, endorse or recommend National Bank Investments Inc. and any of their products and services. The
above index providers do not guarantee the accuracy of any index or blended benchmark model created by National Investment Bank using any of these indices. No responsibility or
liability shall attach to any member of the Index Providers or their respective directors, officers, employees, partners or licensors for any errors or losses arising from the use of this
publication or any information or data contained herein. In no event shall the above Index Providers be liable to any party for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, legal or other expenses, or losses (including, without limitation, lost revenues or profits and opportunity costs) arising out of or in
connection with the use of the content, even if advised of the possibility of such damages.

The FTSE/TMX indices are trademarks of the LSE Group. S&P Indices are trademarks of S&P Dow Jones Indices LLC, a division of S&P Global. MSCI indices are trademarks of MSCI
Inc. BofA indices are trademarks of Merrill Lynch, Pierce Fenner & Smith incorporated (“BofAML”"). Nasdaq index is a trademark of Nasdaq Inc. Russell 2000 ® is a trademark of the
Frank Russell Company.

© National Bank Investments Inc., 2025. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior written consent of National Bank Investments Inc.
® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under licence by National Bank Investments Inc.

National Bank Investments is a signatory of the United Nations-supported Principles for Responsible Investment, a member of Canada’s Responsible Investment Association, and a
founding participant in the Climate Engagement Canada initiative.
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