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Economic Review

In the third quarter of 2024, the global
macroeconomic environment experienced a
significant downward trend in both headline and
core inflation. This shiff prompted many central
banks to adopt a more explicit monetary-easing
stance. The U.S. Federal Reserve led this change
with a notable rate reduction in September,
following discussions at Jackson Hole. The decline in
goods-based inflation was further supported by a
reduction in services-based inflation, contributing to
the overall decrease in global inflation from its
peak. While services inflation remains elevated in
many developed economies, particularly in the
shelter component, a moderation in labor market
conditions and mixed consumer demand have
helped to curb the price impulse in some key
services sectors.

Bond Markets

Fixed-income markets delivered strong absolute
performance in the third quarter. The Bank of
Canada's successive quarter-point overnight
interest rate reductions, along with the continued
downward momentum in headline and core
inflation, resulted in a nearly 4.7% return for
Canada's domestic bond market. In the U.S., a
significant rally in real and nominal yields,
combined with a large overnight interest rate
reduction by the Federal Reserve in September,
propelled the bond market to healthy positive
returns.
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The European Central Bank also lowered its
deposit rate by 0.25% to 3.5%, which, along with
reduced inflationary pressure and economic
growth weakness in the eurozone, supported
positive quarterly returns for eurozone bond
markets. Corporate bond returns were bolstered
by monetary stimulus and expectations for
additional economic growth support, leading to a
modest narrowing of corporate spreads quarter
over quarter.

Equity Markets

Global equity markets performed strongly in the
third quarter, with key central banks reinforcing the
trajectory for easing monetary conditions.
Canadian equity markets were among the
strongest, driven by rallies in the financials and
gold-linked equity sectors. In emerging markets,
China's incremental measures to stimulate
consumption and stabilize the property sector led
to strong performance. International developed
markets also benefited from easing monetary
conditions and policy support in China. Japan,
however, was an outlier, with an 11% rise in the yen
resulting in meager local currency equity returns.
The U.S. market, while positive, saw a slight
pullback from record levels for index heavyweights
like NVIDIA. Nevertheless, U.S. indexes continue to
outpace most others year to date. Sectors offering
aftractive yield characteristics, such as real estate,
financials, and utilities, were top performers, while
energy and technology lagged behind.
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Investment Outlook

Looking ahead, the prospects for medium-term
growth appear to have filted towards higher
growth conditions, with central banks fully engaged
in supporting economic growth through
accommodative policies. The U.S. and China, the
two largest economies, are providing significant
policy action to support growth. For fixed-income
markets, the focus has shifted fo the impact on
longer-term inflation expectations and term
premiums due to the decisive policy response. The
combination of policy actions and heightened
global conflicts presents a wider range of potential
outcomes for economic growth, commodity
markets, and inflation. Despite the positive outlook,
we maintain a cautious stance as valuations
remain elevated. Our focus continues to be on
identifying businesses with a reasonable margin of
safety and positive long-term fundamentals,
adhering to our stringent criteria for quality
investments.
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National Bank Financial - Wealth Management (NBFWM) is a division of National Bank Financial Inc. (NBF), as well as a trademark owned by National Bank of Canada (NBC)
that isused under license by NBF. NBF is a member of the Canadian Investment Regulatory Organization (CIRO) and the Canadian Investor Protection Fund (CIPF), andis a wholly-
owned subsidiary of NBC, a public company listed on the Toronto Stock Exchange (TSX: NA).

We have prepared this commentary to give you our thoughts on various investment alternatives and considerations which may be relevant to your portfolio. This commentary
reflects our opinions alone and may not reflect the views of National Bank Financial Group. In expressing these opinions, we bring our best judgment and professional experience
from the perspective of someone who surveys a broad range of investments. Therefore, this report should be viewed as a reflection of our informed opinions rather than analyses
produced by the Research Department of National Bank Financial. The particulars contained herein were obtained from sources we believe to be reliable, but are not

guaranteed by us and may be incomplete.
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