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Canada economic outlook
- trade war & other key drivers



The trade war has likely pushed Canada into a
recession that will extend through 2025

Key takeaways

Canada's economy has slipped

Canada: GDP growth into a trade war-induced

%2.3/ i O e recession that will likely last
Forecast Hl Business Investment thl’OUgh the end of this year, but
Bl Government the trade war with the US is at a
1> 7 Net Exports pivotal crossroads.
I nventories
10 4 ~©-GDP New federal fiscal stimulus,
including Canada's
05 | commitments to raise defence
spending to 2% of GDP this
00 - fiscal year, and temporary
counter-tariff relief, will soften
05 the downturn, but won't prevent
a recession.
1.0 - New tariffs will lead to fewer
exports while uncertainty and a
15 - e ———— weaker labour market weigh on

2024 2025 2026 2027 domestic demand. We forecast a
0.8% peak-to-trough decline in
GDP from Q2 to Q4 2025.

Source: Oxford Economics
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US tariffs soar to highest level since 1930s, prompting retaliation

US: Effective tariff rate Effective tariff rate applied to imports in 2025...
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Source: Oxford Economics/Census Bureau Source: Oxford Economics



US-Canada baseline tariffs assumed to last until USMCA is
renegotiated in mid-2026, but the Aug 1** deadline is pivotal

Canada & US: Effective tariff rate increases Canada & US: Effective tariff rates
. . . o)
Effective tariff rate increase (%) 2/;
25 1 US effective tariff Canada effective Forecast
nitial 25% rate on Canada* tariff rate on US
blanket
tariffs, 10% July 20 US effective tariff rate ifthreatened
20 —onenergy baseline 359 on all . .
50-day | non-usca Aug st tariffs come into effect*
1 9-3 pause on 50% steel Comp[[ant /
auto tariffs : goods, 50%
& copper ‘l 5 - --- o
[ i} . -
15 - Additional fal:%num tarifs July
Exemptions _ . 25% auto baseline
for UsMCA ji/;z[’ Z’:d tariffs l us (JL'J|y
compliant o minum baseline)
goods 10 —
6-month
10 n o exemption
25_4’ auto for C$20bn
tariffs on of non-auto
25% tariffs  C$ 35bn products &
Ogd't' . 1-year 5 T
aadtitiona .
- Initial 25% exemption
5 initel25% s 29abn Z;raifjfbn Canada (July
€ 306n baseline) \
0 I I I T T T T T T T T T T T T T T T T T T 1
0

2024 2024 2025 2025 2026 2026 2027 2027 2028 2028 2029 2029
QT Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3

Source: Oxford Economics *Preliminary estimate based on announcements to date and May
2025 USMCA compliance

Mar 4th  Mar 5th  Mar 7th Mar 12th Apr3rd Jun4th Aug 1st* Mar 4th Mar 13th Apr9th Apr 15th Aug 1st

Source: Oxford Economics/US Census Bureau *US effective tariff based on 2024 USMCA
compliance. Aug 1 estimate is priliminary & based on higher May 2025 USMCA compliance.



Tariff relief temporarily exempts C$56bn-C$64bn of the C$96bn

in US imports facing Canadian counter tariffs

Canada: US imports subject to counter tariffs & exemptions

C$ bn
100 -~

90 -
80 -
70 -
60 -
50
40 -
30 -
20 -
10

O -

C$96bn

Auto tariffs
(Apr9)
C$36bn

Non-auto
tariffs
(Mar 4 & 13)
C$60bn

pre-April 15

Baseline

Auto
exemption
-C$36bn

Non-auto
exemptions*
-C$20bn

Exemptions

Source: Oxford Economics/Haver Analytics
* Assumes a broader interpretation of productsused for manufacturing, processing, food and beverage

packaging, healthcare, public health, public safety, and national security, and cases with severe adverse
impacts and lack of non-US suppliers

Broad case*

C$32bn

Broader
exemptions
-C$8bn

Remaining

Exemptions Remaining

Canada: US Counter tariffs by product

C$bn
18

16
14
12
10

Relief for public health, health care,
public safety, and national security
W Relief for manufacturing, processing
and food and beverage packaging

M Total tariffs remaining

Source: Oxford Economics/Haver Analytics



Uncertainty is weighing on business sentiment, investment, and hiring plans

Canada: Economic policy uncertainty index

Index
1800 -

Canada remains in an
1600 - unprecedented period of
economic policy uncertainty

1400
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1000

800 -

600 -

400 A

200 A

0 Trump re-elected
UL DD R
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Source: ‘Measuring Economic Policy Uncertainty' by Scott Baker, Nicholas Bloom and Steven
J. Davis at www.PolicyUncertainty.com.

Canada: Business Outlook Survey

Balance of Opinion (%) Index ( >0 is postive sentiment)
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Layoffs will lift unemployment rate while tariffs raise prices

Canada: Employment and unemployment rate Canada: Headline and core inflation
000's % % yly
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Elevated household debt and overvalued housing make Canadian
households acutely vulnerable to a shock to incomes or interest rates

Canada: Household debt to disposable income Canada: Housing affordability index (HAI), Q1 2025
% of disposable income HAI (90 to 110 is affordable range)
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Population is likely to begin shrinking later this year, but the
government is at risk of missing its temporary resident target

Canada: Population annual growth sources*

Numbers,
1,500,000

1,300,000
1,100,000
900,000
700,000
500,000
300,000
100,000
-100,000
-300,000
-500,000

y/y change

2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030

B Temporary residents
Bl |mmigration (permanent)
—Population growth

Population will shrink
slightly in 2025 and
2026 after soaring by
more than a million in
each of past two years

Forecast

Source: Oxford Economics/Haver Analytics *Figures are as of July 1st each year.

Canada: Permanent & temporary resident arrivals
Persons

1000000 - MM 2025 projection at current pace*

#2025 federal target and range

800,000

600,000

400,000

200,000

Permanent residents Total temporary residents

Source: Oxford Economics/Haver Analytics *Projections assume arrivals grow at the average
y/y growth since the 2025 -2027 Immigration Levels Plan was introduced
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Bank of Canada will likely remain on hold JCRELCEWEVE

The stagflationary tariff shock
means the BoC needs to balance
concerns over higher prices with

Canada: Overnight rate, mortgage rate & 10-year bond yield
%

9 - .
c . a downturn in the economy.
g Overnight interest rate orecas . .
—5-year conventional mortgage rate Un(;e'jtamty about tariffs and
7 A —10-year government bond yield their |mpaCt led the BOC.’[O keep
the policy rate at 2.75% in June
6 1 — and we expect it will stay there.
5 - While we can't rule out a couple
of 25bp rate cuts, the BoC will
4 — not reduce rates into stimulative
3 | Bank of Canada neutral jcerritpry ynless it's convinced
range (2.25% to 3.25%) inflation is under control and
2 1 more stimulus is required,
- especially with major fiscal
expansion coming.
0 TTT T T T T TT T T T T T T T T I T T T T T T I T I T T T AT T T T T I T T T T T T T T T T T T T T T IT I IT 11111 ngherlnﬂatlon, publlcdebt
2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 concerns and rising term premia
Source: Oxford Economics/Haver Analytics will pUSh up Iong bond ylelds
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Liberal platform and higher defence spending won’t prevent a
trade-war induced recession in Canada

Canada: Liberal platform measures

BnsC$

90
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10
0
-10
-20

m Net reduction in revenue
m Net new spending

¢ Impact on budget balance (net fiscal stimulus)

2025-26 2026-27 2027-28 2028-29

Canada: Government defence spending

Defence spending share of GDP
6% -

5% +

4%

3% A

2% -

1%

0%

2025-29 Total 2025 2027 2029 2031

Source: Oxford Economics/Haver Analytics

2033

2035

1.5% dual-use,
defence-related
investment

1.5% new
defence spending

2.0% defense
spending in our
prior baseline

0.5% non-defence
spending cuts

13



Trade war will worsen Ontario municipal
finances

Key takeaways

Trade war will worsen Ontario’s

Ontario: Muncipal fiscal impacts from trade war - ) .
municipal finances without

Joomn additional support for senior
B Expend - capital 61804 levels of government.
W Expend - current Wages are expected to increase
15007 W Revenue due to higher inflation. Operating
Net fiscal impact expenditures will also rise, as will
1000 4 co7s transfers to households (rent -
supplements & top-ups to Social
Assistance).
200 7 Capital costs will rise due to the
impacts of retaliatory tariffs on
o | imports from the US, which will
boost the costs of key inputs like
steel and cement.
-500 -

Lower revenue mainly reflects
reduced development charges,
licensing, and permit fees driven
by dampened business activity
and consumer spending. 14

2025 2026 total

Source: Oxford Economics/Haver Analytics

* Fiscal impacts above reflect a tariff scenario with US tariffs of 25% on most Canadian imports,
10% on energy and a transportation equipment exemption, and with Canada’s counter tariffs of
25% on C$155bn of US imports.




US-Canada trade war scenarios...might be better but could be much worse

US: Effective tariff rate

%
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—History
—July baseline
—Worst-case scenario

—Best-case scenario
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Source: Oxford Economics/Census Bureau

Canada: Real GDP best- and worst-case trade war scenarios

Mns 2017 chn C$
670000 -
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620000 -

610000 —/
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Forecast

—Best-case scenario
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—July baseline

590000 —
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Source: Oxford Economics/Haver Analytics
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Manufacturing declines to cause small GDP contraction in 2025 H2
in Ontario

Province GDP change, 2025 Q2-2025 Q4

% change
British Columbia

Ontario
Quebec
Canada
Manitoba

New Brunswick
Nova Scotia
Alberta
Saskatchewan
PEI

N&L

Source: Oxford Economics, Statistics Canada

-0.2%

-1.6

-14

-1.2

-1.0

-0.8

-0.6

-04

-0.2

0.0

Ontario sector contribution to GDP change, 2025 Q2-2025 Q4

Percentage point

Manufacturing

Retail & distribution
Primary & utilities

Public administration
Information & culture
Hospitality & other services
Construction

Business services

Education & health

Finance, insurance, real estate

-05 -04 -03 -02 -01 00 01 0.2

Source: Oxford Economics, Statistics Canada
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Job losses expected in all provinces through the end of 2025

Province employment change, 2025 Q2-2025 Q4

% change
Alberta

PEI

Ontario -0.5%
Canada
British Columbia
Quebec
New Brunswick
Nova Scotia
Manitoba
Saskatchewan

N&L

-14 -1.2 -1.0 -0.8 -0.6

Source: Oxford Economics, Statistics Canada

-04

-0.2

0.0

Ontario GDP and employment change —GDP

% change, g/q
1.0 -

0.8 4
0.6
04 4
0.2 4

0.0 |

—Employment

Forecast

-0.2 A

04

-06 -

2024 2024 2024 2024 2025 2025 2025 2025 2026 2026 2026 2026

Ql Q2

Q2 QG Q4 Q1 Q2 Q3 @4

Source: Oxford Economics, Statistics Canada
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Largest GDP contractions to occur in Ontario metros with larger
manufacturing sectors

Metro GDP change, 2025 Q2-2025 Q4 Metro GDP change and manufacturing share of output

% change Manufacturing share of output (2024), %
Toronto 25.0 +

Ottawa-Gatineau ® _
Windsor

Hamilton
°

Brantford . 20.0 -

Ontario

Barrie

Oshawa

Kingston
Kitchener-Cambridge-Waterloo *

15.0

Peterborough ¢ *

London ¢ Ontario—,
Guelph 10.0 - *

St. Catharines-Niagara . . Toronto
Thunder Bay S

Brantford R ¢ 50 4 )
Belleville-Quinte West Creater Sudbur ) Ottawa-Gatineau
Greater Sudbury y

Windsor T T T T T T T I T 1 ‘ I I ‘ ‘ ‘ OO

I I
14 -12 -10 -08 -06 -04 -02 00 02 04 14 12 10 08 06 04 02 00 02 04
GDP change (2025 Q2-2025 Q4), %

Source: Oxford Economics Source: Oxford Economics

19



Most metros to see job losses over the

rest of the year

Key takeaways

Metro employment change, 2025 Q2-2025 Q4

% change . .
Belleville-Quinte West A

Barrie

Guelph

Oshawa

St. Catharines-Niagara
Kitchener-Cambridge-Waterloo
Toronto

Brantford

London

Peterborough
Ottawa-Gatineau
Ontario

Thunder Bay

Greater Sudbury
Kingston

Hamilton

Windsor
[ [ [ | [ [ [ //H

-5 -10 -05 00 05 10 15 65

Source: Oxford Economics, Statistics Canada

Most metros will experience job
losses between Q2 and Q4,
especially in the manufacturing
and transport sectors, due to
tariffs and continuing
uncertainty around trade policy.

Declines are also expected in
public administration and
wholesale & retail trade.

Belleville-Quinte West's strong
employment growth is due to a
rebound after significant
declines in 2024.

Barrie's and Guelph’s growth is
also due to a rebounding effect,
although to a lesser extent.




The medium-term outlook remains
Eositive for several Ontario metros

Key takeaways

Over the next five years, we

- _ ¢ Ontario metros ¢
Metro medium term outlook, 2025-29 v Othor metroc expect several Ontario metros to
0, .
EzrlTE)ponment, average annual growth, % | see relatlvely strong GDP and

| | employment growth, albeit

35 Belleville- * . | slower than in years past.
| Quinte West | .
3.0 Citchener. Toronto will be one of the
25 -  / Cambridge-Waterloo fastest-growing metros in terms
20 | ; . . of GDP due to the continued
| s, ¢ . strength of its finance sector.
1.5 - Oshay&a‘ Toronto .
0 K % e, Oshawa and Kitchener-

A R -+-;—-—’-—-;’-+}----’- ----------------------------------------------- Cambridge-Waterloo will also
05 - .. o experience faster growth than
0.0 | | AN N | | the national average.

*o : . . ,
_05 0[0 9.5 1.0 15 2.0 2.5 3.0 Belleville-Quinte West's strong
o Thunder Bay ~ GDRaverage annual growth, % employment growth is due to a

| ‘ rebound after declines in 2024.
15 :
Source: Oxford Economics Thunder Bay S employment will
Note: Dotted lines represent national average. fall as the manufacturlng sector

continues to struggle. -




Windsor is one of the metros most vulnerable to US tariffs

Metro exposure to US trade, 2023

Value of US US exports share
exports (C$) of GDP (%)
T Higher . .
value Lower Higher

Source: Oxford Economics, Statistics Canada

Guelph
Kitchener-
Cambridge-
Waterloo

Windsor

Oshawa

Toronto
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Population declines expected in all Ontario metros in short term

Metro population growth, 2020-24 and 2025-29

Annual average change, %

Oshawa

Barrie

Toronto
Ottawa-Gatineau
Kitchener-Cambridge-Waterloo
Guelph

London

Peterborough
Brantford

Kingston

St. Catharines-Niagara
Hamilton

Windsor
Belleville-Quinte West
Greater Sudbury
Thunder Bay

Source: Oxford Economics, Statistics Canada

W 2025-29 m2020-24

-1

Ontario and selected metro population, 2016 Q1-2029 Q1
Index, 2016 Q1=100

125 -

120 -

115

110

105

100

Q1

—CQOntario

—Toronto

Greater Sudbury —Thunder Bay

Forecast

"~

20162017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Q1

Q1 Q1

Q1 Q1 Q1 Q1T Q1 Q1 Q1 Q1 Q1 QI

Source: Oxford Economics, Statistics Canada
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House prices to fall through 2025 as unaffordability remains high

Metro house price change, 2024 Q4-2025 Q4

% change
Thunder Bay

Barrie

St. Catharines-Niagara
Greater Sudbury
Guelph
Ottawa-Gatineau
Peterborough
Brantford

London

Kingston
Kitchener-Cambridge-Waterloo
Hamilton

Ontario

Toronto

Windsor

Source: Oxford Economics, CREA

% change since

-14

-12

-10

-8

2019 Q4

+55%
+43%
+31%
+63%
+36%
+33%
+31%
+39%
+41%
+42%
+31%
+33%
+23%
+16%
+49%

Metro house price to household disposable income ratio
House price / household disposable income m2019Q4 m2025Q2

Toronto
Kitchener-Cambridge-Waterloo
St. Catharines-Niagara
Ontario

Guelph

Hamilton

Barrie

Windsor
Peterborough
Ottawa-Gatineau
Brantford

Kingston

London

Greater Sudbury
Thunder Bay

0 1 2 3 4 5 6 7 8
Source: Oxford Economics, Statistics Canada, CREA
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N\ Tariff impact on municipality
construction costs




Project objectives and deliverables

7%
&

OBJECTIVES

Estimate the expected cost increase on Ontario municipality construction budgets from tariff induced
price escalation on building materials.

The purpose of the work is to help municipalities plan and budget for expected cost increases.
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Project deliverables available for you

The factsheet, report, model and user guide is available on AMO’s website here:

https://www.amo.on.ca/policy-category/finance-infrastructure-and-economy/tariffs-and-trade

2. OXFORD
» ECONOMICS

s OXFORD
ECONOMICS

TARIFF IMPACTS ON :

ONTARIO ] ocrions gy OXFORD

MUNICIPALITIES TARIEE IMPACT AMO W econowics
Association of Municipalities of Ontario ON ONTARIO
MUNICIPALITY
Qe LY J M@ [of) . =" | TARIFF-INDUCED

CONSTRUCTION COST
ESCALATION ANALYSIS

Copyright Oxford Economics Ltd. allrights reserue

Estimating Tariff Impact ¢

8l Municipality Modelling Te % (E)E;([F)%RODM Ics

88 A user-friendly tool to help individual municipalitie
9f construction budget for FY26 and FY27.

REPORT FOR ASSOCIATION OF
MUNICIPALITIES OF ONTARIO

MUNICIPALITY MODELLING
TOOL

AMO

DRAFT REPORT

APRIL 2025

Model guide and overview

| EndofHomaPage 24 April 2025



https://www.amo.on.ca/policy-category/finance-infrastructure-and-economy/tariffs-and-trade

= O0XFORD

AmE
mEs,

@Y ECONOMICS

THE BIG PICTURE

28



Tariffs are estimated to add $1bn to municipal capital costs

Figure 1: Estimated tariff impact by asset type

$ Millions

1000 + —

800 A
600 -
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200 A

0 -

Source: Oxford Economics



Construction machinery is expected to carry the biggest burden

Figure 2: Estimated tariff impact by material type

$ Millions
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Source: Oxford Economics

30



How did we calculate the tariff impact?

Material
CAPEX U Import/ Tariff Impact
~demand | imports || retailratio |y —
(89) (i-e. non-labour) . (10/25%) (2%)
(40%) (25%) (60-80%)

Non-Residential Building Projects

Share of Reliance on Retail :

C Input Tariff I t
apex ($m) nputs Capex US Imports Import Price arl mpact ($m)

11,280 Structural steel X 3% X 53% X 60% X 25% = 26.6



We're operating in a rapidly changing and uncertain world

...So we’'ve made a number of simplifying assumptions

¢ Duration of tariffs — significant uncertainty surrounding duration
o Tariffs remain in play over the next two years

® Final list of tariffed goods — retaliatory tariffs yet to be finalised on remaining 70% of potential goods
o All potential goods tariffed

® Exposure to US imports — municipalities may have varying exposure depending on their local supply chain
configuration or proximity to the border

o Provincial average applied
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The economy has many complex and interlinking relationships

This analysis looked at the ‘direct’ impact of tariffs, but there could be additional flow-on effects

Readers should consider the following topics as opportunities for further research:

¢ Changes to general price levels in the Ontario economy and construction sector

® Import substitution and global price changes

® Changes to inventory levels of construction materials
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Key takeaways

1. US trade policy uncertainty is already causing harm
2. Trade war-induced recession likely underway in Canada

3. Ontario and metro growth outlook damaged mainly due to declines in
manufacturing

4. Trade war is at a crossroads — might be better with an early deal but could
be much worse

5. Tariffs will worsen local finances, raising infrastructure and other costs
6. Contingency planning is essential

7. Municipalities are eligible for federal counter-tariff relief at this link...
https:.//www.cbsa-asfc.gc.ca/publications/cn-ad/cn25-19-eng.html
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Trade war to weaken growth across global economy

Summary of International Forecasts
(Annual percentage changes unless specified)

Global: Real GDP growth

% yly
6 -

Forecast

- =World
—United States
China
—Eurozone
—Canada

_2 T T T T T T T T T T T T T T

2024 2024 2025 2025 2026 2026 2027 2027
QT @ Q1 Q@ Q1 Q@3 Q1 Q3

Source: Oxford Economics/Haver Analytics

2028 2028 2029 2029
Ql Q3 Q1 Q3

2022 2023 2024 2025 2026 2027
Real GDP
North America
United States 2.5 2.9 2.8 1.6 2.1 2.5
Canada 4.2 1.5 1.6 0.9 0.4 3.0
Europe
Eurozone 3.6 0.6 0.8 1.1 0.8 1.6
Germany 14 -0.1 -0.2 0.2 1.0 2.2
France 2.8 1.6 1.1 0.5 0.7 14
Italy 5.0 0.8 0.5 0.7 0.5 0.7
Spain 6.2 2.7 3.2 2.5 1.7 1.5
UK 4.8 04 1.1 1.1 0.9 1.3
Asia
Japan 0.9 14 0.2 0.8 04 0.4
Emerging Asia, excl Japan 3.8 5.1 48 45 4.2 4.1
China 3.1 54 5.0 47 4.1 3.9
India 7.0 8.8 6.7 6.6 6.7 6.5
World 34 2.9 2.8 2.5 2.5 2.8

Source: Oxford Economics/Haver Analytics
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Tel: +44 (0)20 3910 8000

Belfast
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Frankfurt
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Paris
Tel: +33 (0)1 78 91 50 52

AFRICA AND MIDDLE EAST

Cape Town
Tel: +27(0)21 863-6200

Dubai
Tel: +971 56 396 7998

AMERICAS

New York
Tel: +1 (646) 786 1879

Philadelphia
Tel: +1 (646) 786 1879

Mexico City
Tel: +52 155 5419-4173

Boston
Tel: +1 (617) 780 2265

Chicago
Tel: +1 (847) 993-3140

Los Angeles
Tel: +1 (424) 303 3449

Toronto
Tel: +1 (905) 361 6573

ASIA PACIFIC

Singapore
Tel: +65 6850 0110
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Tel: +61 (0)2 8458 4200

Hong Kong
Tel: +852 3974 8842

Tokyo
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