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Where America Gets Its Steel
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Chart 2
US Aluminum Imports By Country
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KEY POINTS:

e Markets largely shake off Trump’s latest trade tantrums

e Trump to deliver executive order on steel and aluminum tariffs today

e Canada is the biggest exporter of steel and aluminum to the US

e  Expect high pass through of tariffs into steel and aluminum prices

e  Multiple studies showed that the US hurt itself with the 2018 steel & aluminum tariffs
e Canada would not be better off as part of the US

e Global Week Ahead — The Super Bowl of Budgets (here)

So far, markets are taking another belligerent move by Trump relatively well. Sovereign
yields are little changed but with a roughly 5bps decline in Canadian yields from 2s
through 10s outperforming other global benchmarks. Equities are broadly higher by
roughly 4% to ¥2% across exchanges. The dollar is mixed but both CAD and MXN are
slightly depreciating with CAD the weakest performer among major crosses largely
because it is the biggest exporter of the targeted metals to the US. There is nothing else
material by way of developments across global markets to start the week.

Steel and Aluminum Tariffs Coming Today

Trump said yesterday that he would announce 25% tariffs on all imports of steel and
aluminum today. Watch for an executive order to be issued at around 1omET. Then watch
for the retaliation announcements as in 2018.

Canada is the number 1 source of US steel imports but only barely above the EU taken as
a whole (chart 1). Canada is by far the number 1 source of US aluminum imports (chart 2).

Canadian exports of steel and aluminum to the USD equalled 5.8% of all Canadian exports
to the US including 1.8% in iron and steel, 1.4% in articles of iron and steel, and 2.7% of
alumina and aluminum products.

Canadian imports of US iron and steel and aluminum equal about 4.6% of all imports from
the US broken down as 1.56% iron and steel, 1.95% articles of iron and steel, and 1.09%
alumina and aluminum processing.
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Chart 3 shows the trend in Canadian exports to the Chart5 Chart 6
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chain disruptions in the pandemic (chart 7).

Trump also pledged to announce reciprocal tariffs on any country that imposes tariffs on the US ~ Chart7
and to do so in separate orders over the next couple of days or so. The US already has an US PPl Commodities Iron & Steel

average tariff rate of 3.5% on all imports including 4.8% on agricultural imports and 3.2% onnon 5, Index
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tariffs in 2018. It reviews several studies that looked at the impact on GDP, jobs, exports etc. Sources:ScotiabankEconorrics, BLS.

How Canada Compares to the US

So Canada would fare better as the 51° state? Trump says so and he never bends the truth, right? Hmph. Let’s remind him of some facts on
how America compares to Canada. There is much, much more to comparisons that average incomes.

1. There is little question that US incomes on average are higher than Canada’s and that Canada’s GDP per capita has been falling at least
temporarily, although reducing the population of temporary residents is likely to improve this measure. But much of that comparison
reflects a skewness toward the very well off. Canada ranks only slightly behind the US on median household incomes. And there is more to
the picture than incomes. Much more.

2. World Bank Human Capital Index: Canada ranks above the United States in every single category including overall human capital index,
the index for men and the index for women, expected years of school, harmonized test scores, years of school and survival rates. Get the
data here.

3. Canada ranks above the US on the UN’s Human Development Index. Go here.

4. The Economist’s Global Liveability Index includes two Canadian cities (Calgary, Vancouver) in the top 10 worldwide and no US cities.
Toronto is 12™". The highest-ranked US city in the world is Honolulu—at #23. Sorry New York, you’re only 70t". Here. The Economist says
“Canada’s strengths are its public services, particularly its health-care and education systems, which consistently earn top scores. The
country is also more stable politically and has less violence than does its southern neighbour.”
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5. Canada ranks higher than the US on the UN’s Universal Health Coverage Service Coverage Index that measures access to health care
(here). Around 26 million Americans have no health coverage (here). Don'’t get sick in the US if you have no insurance or little insurance
which is a whole other category; at a minimum it can be financially ruinous if you are at all able to get treatment.

6. Canada ranks higher than the US on harmonized test scores (here and here).
7. 0On income inequality there is no comparison. Canada’s Gini coefficient is much lower than the US (here).

8. The US murder rate is nearly triple that of Canada’s (here). Canada’s homicide rate per 100,000 people is 2.27. The US sits at 6.38. Gun
ownership in the US is vastly higher than in Canada and other developed economies.

9. Canada ranks far safer than the US on overall crime rates. These folks rank Canada as a category 3 country on a 1-11 scale and rank the US
at 7 on the same scale.

10. US fiscal policy is mismanaged by a massively wide margin to Canada. The US Federal government’s deficit to GDP ratio is over 7%.
Canada’s is just over 1%.

11. Canada has longer life expectancy than the US by several years on average according to both the UN and World Bank measures (here).

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate

Last 1-day 1-WK | last 1-day I-WK | Last I1-day I-WK] Last 1-day I-WK
u.s. 427 429 425 | 433 435 436 | 448 450 456 | 469 469 4.79 [Canada-BoC 3.00
CANADA 264 269 266 | 271 276 274 | 3.03 308 307 | 323 326 325
GERMANY 203 205 203|215 215 216 | 236 237 239 | 262 262 264 |US-Fed 4.50
JAPAN 080 080 073 ] 099 099 091] 132 130 125|230 229 231
U.K. 413 417 417 | 414 417 416 | 445 448 449 | 505 506 5.09 |England - BoE 4.50

Spreads vs. U.S. (bps):
CANADA -163  -160 -159 | -162 -159  -162 -145  -142 -148 | -146  -143 -154 |Euro zone - ECB 2.90
GERMANY =223 -224 222 | -218 -220 -221 | -212  -212 -217 | -207 -207 -215
JAPAN -347  -349 -352 | -333 -336  -346 | -316  -319 -331 -239  -240 -248 |Japan - BoJ -0.10
U.K. -14 -12 -8 -19 -18 -20 -3 -2 -7 36 36 30
m Level % change: Mexico - Banxico 9.50
Last Change 1 Day 1-wk 1-mo 1-yr

S&P/TSX 25443 -91.6 -0.4 -0.4 2.7 211 Australia - RBA 4.35
Dow 30 44303 -444.2 -1.0 -0.5 5.6 14.6
S&P 500 6026 -57.6 -0.9 -0.2 34 19.9 New Zealand - RBNZ 4.25
Nasdaq 19523 -268.6 -1.4 -0.5 1.9 221
DAX 21911 123.7 0.6 2.3 8.4 29.4 Next Meeting Date
FTSE 8766 65.2 0.7 2.1 6.3 15.8
Nikkei 38801 14.2 0.0 0.7 -1.0 5.2 Canada - BoC Mar 12, 2025
Hang Seng 21522 388.4 1.8 6.5 12.9 36.7
CAC 7996 22.9 0.3 1.8 7.6 4.6 US - Fed Mar 19, 2025
Level % change:
WTI Crude 71.95 0.95 1.3 1.7 -6.0 -6.4 England - BoE Mar 20, 2025
Natural Gas 3.41 0.10 2.9 1.6 -14.6 84.4
Gold 2901.64 40.57 1.4 3.1 30.1 433 Euro zone - ECB Mar 06, 2025
Silver 32.28 0.26 0.8 2.1 6.7 448
CRB Index 307.51 0.05 0.0 0.8 0.5 12.1 Japan - BoJ Dec 19, 2024
Level % change:
USDCAD 1.4341 0.0048 0.3 -0.6 -0.6 6.6 Mexico - Banxico Mar 27, 2025
EURUSD 1.0324 -0.0004 -0.0 -0.2 0.8 -4.2
USDJPY 151.85 0.4400 0.3 -1.9 -3.7 1.7 Australia - RBA Feb 17, 2025
AUDUSD 0.6282 0.0008 0.1 0.9 2.2 -3.8
GBPUSD 1.2392 -0.0010 -0.1 -0.5 1.5 -1.9 New Zealand - RBNZ Feb 18, 2025
USDCHF 0.9102 0.0003 0.0 -0.0 -0.7 3.9
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