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BMI View: Given that much of Canada's metals production is exported, we expect the

country's economic exposure to both the US and Mexico to underpin the industry's

growth through 2018. Increasing manufacturing and industrial activity in both countries

should help drive demand for metal inputs. Furthermore, a weaker Canadian dollar

against the US dollar should provide upside for Canadian metals exporters.

Our forecast for strong economic fundamentals in Canada, the US, and Mexico,

combined with a weaker Canadian dollar (CAD) in the coming years, leads us to

forecast the Canadian metals sector will see expansion through 2017. After the

CAD/US$ exchange rate averaged 1.04 through in 2013, we expect it to weaken further,

with yearly averages of 1.15 in 2014 and 1.20 in both 2015 and 2016, before coming

back down to 1.17 in 2017 and 1.15 in 2018. Since Canada is a significant exporter of

aluminium, nickel, and steel to the US, and to a lesser extent Mexico, this exchange

rate dynamic could boost Canadian exports to end users in the US and Mexico. We

expect increasing metals demand from Canada to both the US and Mexico as both see

broad recovery in their real GDP growth and increasing manufacturing and investment

activities. We maintain forecasts for real GDP growth of 2.8% and 3.3% in the US and

Mexico, respectively, in 2014. Looking through 2018, we see real GDP growth

averaging 2.5% in the US and 3.8% in Mexico.
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