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CURRENT TRENDS 
Nathan Janzen, Josh Nye 

HIGHLIGHTS 

▲  GDP rose 0.2% in May, 0.1 ppt 
above  consensus 

▲  Employment declined 24k in July; 
the dip was softer than market expec-
tations  

▲  Controlling for price changes, retail 
sale volumes increased by 0.4% in 
June 

▲  Housing starts remained robust at 
222,000 in July, suggesting housing 
will remain an add in Q3 

▲  The net trade balance held at a 
$0.1 billion surplus in June 

▲  Headline inflation rose 0.5% m/m, 
2.0% y/y; The BoC’s core measures 
still average 2.0% 

ANOTHER UPSIDE SURPRISE IN CANADIAN GDP 

IN MAY 

LATEST AVAILABLE:  MAY 

RELEASE DATE: JULY 31, 2019 

GDP rose 0.2% in May, surprised to the upside for a third consecu-

tive month with 0.1 ppt above consensus. Growth was once again 

broadly-based with most services industries recording gains (retail 

and wholesale being key exceptions) and goods production post-

ing another solid increase. The anticipated pullback in oil sands 

production materialized (mostly reflecting seasonal quirks) but was 

offset by growth in non-energy mining and manufacturing. It re-

mains the case that the energy sector is on track to provide a nice 

add to growth in Q2 after acting as a drag in the prior three quar-

ters. Solid reading for May leaves us tracking annualized growth of 

nearly 3% in Q2—above our earlier estimate and the Bank of Can-

ada’s latest forecast. 
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CANADIAN EMPLOYMENT DOWN BUT NOT 

OUT IN JULY 

LATEST AVAILABLE: JULY 

RELEASE DATE: AUGUST 9, 2019 

Employment declined 24k in July. The employment num-

bers are notoriously volatile, which is why Statistics Cana-

da could still legitimately characterize the 24k drop in July 

as “little-changed.” The July count is still up a tough-to-

sustain 353k from year-ago levels. The unemployment 

rate ticked up to (a still low) 5.7%. It is still down 0.2 ppts 

from a year ago and is still sitting around multi-decade 

lows. Wage growth jumped to a new cycle-high 4.5%. De-

tails of the July report are still not really soft enough to 

change the narrative that Canadian labour markets still 

look pretty solid on balance. 

 

 

 

 

 

RETAIL SALE VOLUMES BOUNCED BACK IN 

JUNE 

LATEST AVAILABLE: JUNE 

RELEASE DATE: AUGUST 23, 2019 

Retail sales were held flat by lower vehicles sales and 

weaker energy prices. Controlling for price changes, sale 

volumes increased 0.4% in June, bouncing back after a 

drop in May that was probably depressed by weather-

related factors. The June gain was boosted by a partial 

rebound in food sales after a big May drop as well as a lift 

from apparel and sporting goods that Statistics Canada 

credited in part to the Toronto Raptors championship vic-

tory. In all, Statistics Canada reported sales increased in 7 

of 11 categories. Coupled with still solid-looking labour 

markets, signs of rising wage growth, and still-strong con-

sumer sentiment, we expect firmer retail sales activity in 

the second half of the year.  
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CANADIAN HOUSING BACK IN THE       

POSITIVE COLUMN 

LATEST AVAILABLE: JULY 

RELEASE DATE: AUGUST 9, 2019 

Housing starts remained robust at 222,000 in July. Ex-

isting home sales jumped 3.5% in July which will also 

support residential investment. We still don’t see Cana-

da’s housing sector getting back to its old ways of very 

strong growth. But a return to the positive column, sup-

ported by lower interest rates, is a welcome relief after 

the sector acted as a drag on growth throughout last 

year. 

 

 

 

 

 

 

 

CANADA TRADE FLOWS SOFTENED IN 

JUNE 

LATEST AVAILABLE: JUNE 

RELEASE DATE: AUGUST 2, 2019 

The net trade balance held at a $0.1 billion surplus, a 

second consecutive positive balance – but details were 

soft with exports and imports both declining sharply. 

Exports fell 5.1% (and 2.2% excluding price effects). 

Import volumes dropped a larger 3.6% - including lower 

equipment imports. The monthly trade data is notori-

ously volatile and revision prone. And net trade looks 

on track to potentially add more than four percentage 

points to Q2 GDP growth. But softer imports don’t bode 

so well for underlying domestic demand growth, partic-

ularly business investment. Canadian economic data 

has been looking better in recent months. But con-

cerns, including at the Bank of Canada, remain on risks 

to the global outlook from escalating global trade ten-

sions. 
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AIRFARES BOOST JULY CANADIAN CPI 

(AGAIN) 

LATEST AVAILABLE: JULY 

RELEASE DATE: AUGUST 21, 2019 

Headline inflation rose 0.5% m/m, 2.0% y/y . A surge in July 

airfares (a 14% increase from June) was to blame for a big 

chunk of what was a stronger-than-expected month-over-

month headline price increase. Looking through monthly 

wiggles, underlying inflation trends still look pretty solidly 

anchored around the Bank of Canada’s 2% target rate. The 

headline index was up 2.0% year-over-year. Probably most 

importantly for future Bank of Canada policy decisions, the 

central bank’s preferred ‘core’ measures averaged 2.0% 

once again – extending the tight 1.9%-2.1% range since 

February 2018 for another month. The odds of the Bank of 

Canada following the US Fed and other global peers with 

lower interest rates have increased as the US-led trade war 

with China has intensified. Nonetheless, near-term price 

and economic growth trends still look too strong for the BoC 

to justify a rate cut immediately. 
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Latest 

month

Previous 

month

Year 

ago

Real GDP May 0.2 1.4

Industrial production May 0.4 1.7

Employment Jul -0.1 1.9

Unemployment rate* Jul 5.7 5.9

Manufacturing

     Production May 1.2 3.0

     Employment Jul -0.3 1.1

     Shipments Jun -1.2 0.1

     New orders Jun -4.2 -3.7

     Inventories Jun -1.5 7.5

Retail sales Jun 0.0 1.0

Car sales Jun -1.4 -7.3

Housing starts (000s)* Jul 222.0 202.2

Exports Jun -5.1 -0.9

Imports Jun -4.3 -2.7

Trade balance ($billlions)* Jun 0.1 -0.8

Consumer prices Jul 0.5 2.0

* Levels are shown for the latest period and the same period a year earlier.

Source: Statistics Canada, RBC Economics Research

% change from:

ECONOMY AT A GLANCE
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Just when we thought US-China 

trade tensions were at a sim-

mer—with negotiations restarting 

after a G20 détente—President 

Trump once again turned up the 

heat. Unsatisfied with the pace of 

trade talks, he pledged an addi-

tional 10% tariff on all remaining 

Chinese imports starting in Sep-

tember (i.e. those goods spared 

from previous tariff hikes, about 

$265 billion by our count). Finan-

cial markets, already disappointed 

by the Fed’s ‘hawkish’ rate cut the 

day before, didn’t take the news well, selling stocks and piling into fixed income. The Chinese government’s sub-

sequent move to let the yuan depreciate (USD/CNY rising above the 7.00 mark for the first time since 2008) and 

the US Treasury’s response (labeling China a currency manipulator) deepened equity market losses with the S&P 

500 recording its largest single day decline this year. The risk-off move was also evident in commodities, with oil 

prices slipping to near-term lows and gold prices hitting a multi-year high.  

Demand for safe assets saw US 10-year Treasury yields fall to levels not seen since Trump’s 2016 election win, 

while German Bund yields dropped to record lows of less than -0.50%. The move was abetted by the prospect of 

additional easing as central banks try to offset the impact of rising trade tensions. The ECB has signaled that 

more help is coming—we expect a rate cut in September, and preparations for a new round of QE could be un-

derway. Meanwhile, markets don’t seem to be taking Fed Chair Powell at his word that near-term cuts are just a 

mid-cycle adjustment—nearly 100 basis points of further easing is priced in for the Fed over the next year. The 

RBNZ surprised with a 50 basis point rate cut in August (25 bps had been expected) and it looks like the RBA will 

move again before the end of the year. Solid domestic data have kept the BoC from leaning too far in that direc-

tion, but it looks like it’s just a matter of time now before Poloz and Co. join in and lower rates. 

FROM SIMMER TO BOIL 

FINANCIAL MARKETS 

Josh Nye 

 

 

“… markets don’t seem to be taking Fed Chair Powell at 

his word that near-term cuts are just a mid-cycle adjust-

ment…” 
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FINANCIAL MARKETS 

As US-China trade tensions continue 

to escalate, we remain on watch for 

signs that tariffs and uncertainty are 

weighing on the US economy. Thus 

far, the impact has generally been 

confined to the industrial sector, which 

has borne the brunt of tariff-related 

cost increases. Manufacturing activity 

fell for a second consecutive quarter in 

Q2 with most subsectors seeing de-

clines, on net, over the first half of the 

year. Factory output increased in the 

last two months, but further softening 

in the ISM manufacturing index in July 

(including a nearly three-year low in 

the production index) suggests limited 

momentum. Manufacturing has also 

been a laggard in terms of hiring. Job 

growth in the sector has averaged 

8,000 per month in 2019, down from 

last year’s 22,000 pace—that’s the most significant slowing in any industry this year. Transportation and ware-

housing has also seen a moderation in hiring as tariffs crimp overall trade flows. Those employment trends can’t 

be solely attributed to trade policy, though. Job openings in manufacturing are back at cycle highs, suggesting 

tight labour markets are also a factor in slower hiring. 

Uncertainty about trade policy is clearly weighing on business sentiment, and that appears to be influencing 

capex decisions. US business investment declined in Q2 for the first time since 2016. Investment in structures fell 

across a number of industries, while equipment investment was close to flat over the first half of 2019. On the 

trade side, exports have slowed over the last year while imports continued to increase. Tariffs have done little to 

reduce the US trade deficit with China and the country’s overall deficit continues to widen, particularly with Mexi-

co, the EU, and some of China’s neighbours. As a result, net exports have subtracted more than 1/2 percentage 

point, on average, from US GDP growth over the last year. 

CONSUMERS CONTINUE TO POWER THE US ECONOMY, FOR NOW 

The While we can point to a number of impacts from rising trade tensions, context is important. Even with slower 

business investment, industrial production and exports, US GDP growth remained above trend in Q2. A more-

than-4% jump in consumer spending, making up for softer gains in the prior two quarters, was the driving force. 

Households continue to be supported by decent employment and wage growth, healthy savings and lower bor-

rowing costs. July’s confidence data showed consumers are feeling better than they have all year. The worry, 

though, is that a fresh round of tariffs will start to weigh on sentiment. Earlier tariff hikes generally spared con-

sumer goods, but the proposed 10% levy on all remaining Chinese imports (about $265 billion) would change 

TALLYING UP TRADE TENSIONS’ TOLL 

Josh Nye 

▲ US manufacturing activity and job growth slowed over the first half 

of the year. 

▲ Business investment fell in Q2 for the first time since 2016. 

▲ Strong consumer spending kept the US economy growing at an 

above-2% rate in Q2. 

▲ Powell had limited success guiding markets toward ‘mid-cycle’ 

easing rather than deeper rate cuts. 

HIGHLIGHTS 
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that, potentially raising prices for smartphones and other consumer electronics. At this stage, the impact on the 

$14.5 trillion US consumer sector should be manageable. But the fact that Trump is no longer trying to spare con-

sumers in his trade fight means households could be exposed to further escalation in trade tensions. 

 

MARKETS PRICING IN DEEPER CUTS FROM THE FED 

The Fed cut rates as expected in July with a 25 basis point reduction disappointing a few observers hoping for 50 

bps of easing. The central bank also opted to end its balance sheet reduction two months earlier than scheduled 

(rather than easing with one lever and tightening, however modestly, with another). While acknowledging strong la-

bour markets and moderate economic growth, the Committee thought uncertainty over trade policy and slowing glob-

al growth warranted slightly more accommodative monetary policy. In his press conference, Chair Powell character-

ized the move as mid-cycle easing rather than the start of a longer, more traditional rate-cutting cycle. Past mid-cycle 

cuts in 1995 and 1998 each saw the Fed lower rates by 75 basis points, so it’s reasonable to expect another cut or 

two this time around (our forecast is for one more move in September). But Powell doesn’t seem to have convinced 

markets of that—following Trump’s latest trade threats, investors are betting on nearly 100 basis points of additional 

easing by the middle of next year. There is clearly a risk that the Fed cuts rates slightly further than our forecast as-

sumes, but we still don’t think the current outlook warrants more than the mid-cycle adjustment that Powell is trying 

to guide markets toward. 
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FINANCIAL MARKETS 

Canadian GDP growth surprised to the 

upside for a third consecutive month in 

May. Average growth of 0.4% since 

March is the economy’s best three-

month run rate in two years. Service 

industries have posted decent gains 

over that stretch (retail being a key 

exception) but it’s the goods sector 

that has really impressed. Oil and gas 

output has rebounded as Alberta’s 

production caps continue to ease, and 

higher oil prices earlier this year (both 

globally and in Western Canada) 

helped support drilling activity. It looks 

like the energy sector provided a size-

able add to growth in Q2 after acting 

as a drag in the prior three quarters. 

The construction sector has also 

perked up in recent months with the 

residential side supported by more 

stable housing markets and robust homebuilding. But it’s decent growth in the manufacturing sector that is most 

surprising—Canada appears to be bucking the global trend in that regard. No single sector is driving the in-

crease, and growth has been fairly consistent with manufacturing sales excluding transport yet to record a 

monthly decline so far this year. That trend seems too good to last, though. The all-important US industrial sector 

has clearly lost momentum and recent PMI readings suggest Canadian manufacturing is also in for slower 

growth. 

DON’T GET USED TO CANADA’S TRADE SURPLUS 

Given the strong trend in monthly GDP, we have revised our Q2 growth forecast to 3% from 2.2% previously. It 

looks like a big chunk of that growth came from net exports—we’re tracking one of the largest quarterly adds 

from trade this cycle. That reflects Canada’s shift to a trade surplus in May and June, a rarity in the last decade. 

Agriculture (notwithstanding China’s ban on some imports), energy, and transport equipment all contributed to 

rising exports, though it was a sharp drop in imports that preserved a surplus in June. In fact, overall trade 

(exports plus imports) was down year-over-year in June, mirroring the slowdown in global trade flows. Less dy-

namic global trade could hurt Canada’s export sector, and with the domestic economy holding up fairly well amid 

slowing global growth, imports are likely to outpace exports. We expect that will be the case over the second half 

of the year, with the trade balance slipping back into deficit and net exports acting as a modest drag on growth. 

Canadian exporters have had little help from the currency, which has been caught in a tug-of-war in recent 

months. The Canadian dollar rallied from a near-term low of 74 US cents in late-May to more than 76.5 cents in 

mid-July. That reflected widening in Canada-US interest rate spreads as the BoC remained in neutral while the 

CANADA’S ECONOMIC REBOUND CONTINUES TO SURPRISE 

Josh Nye 

▲ Upside surprises in monthly GDP have us tracking 3% growth in 

Q2—above the BoC’s 2.3% call. 

▲ Growth has picked up in both energy and non-energy industries. 

▲ Canada’s recent trade surpluses aren’t expected to persist.  

▲ Markets are now pricing in significant odds of a BoC rate cut by the 

end of this year. 

HIGHLIGHTS 
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Fed signaled lower rates. More recently, though, global growth concerns have weighed on both oil prices and the  

loonie and Trump’s latest tariff threats only exacerbated that move. The Canadian dollar is now back to just above 75 

cents, close to its year-to-date average. Unless we see a calming in trade tensions—which would boost commodity 

currencies and could keep the BoC in neutral for longer—it will be tough for the Canadian dollar to best its highs from 

earlier this year. 

ANOTHER QUIET (TOO QUIET?) SUMMER FROM THE BOC  

With the Bank of Canada maintaining a neutral bias on July 10 (saying current accommodation remains appropriate) 

and staying silent since then, a policy change in September seems unlikely. But a further increase in trade tensions 

since July’s meeting—something Governor Poloz flagged as the biggest downside risk to the global and Canadian 

outlooks—has shifted the conversation to when, not if, the BoC will lower rates. There is precedent for the central bank 

taking both pre-emptive action (January 2015’s cut) and making a surprise move after a quiet summer (September 

2017’s hike). However, with domestic data flow remaining positive, including indications that Q2 growth will come in 

above the BoC’s forecast, we don’t see Governing Council cutting as soon as September. Our forecast still assumes 

the BoC will hold off on lowering its overnight rate until January 2020, though risk of an earlier move has increased. 

Markets are now pricing in roughly 50/50 odds of a cut by October when the central bank will issue fresh economic 

projections that incorporate the latest trade developments. 
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FINANCIAL MARKETS 

UK GDP unexpectedly fell 0.2% in Q2 

(expectations were for no change), 

marking the first quarterly decline since 

2012. The slowdown was broadly based 

with agriculture, industrial production, 

and construction output all falling in Q2 

while services activity (80% of the UK 

economy) edged up just 0.1%. Some of 

the decline reflects payback for stronger 

growth in Q1 when Brexit preparations 

boosted activity in some sectors. We 

expect a return to growth in the current 

quarter albeit to an uninspiring 0.2% 

pace. Services activity appears to have 

perked up a bit in Q3 (July’s services 

PMI was the highest in nine months) but 

manufacturing remains soft. Uncertainty 

about the timing and shape of Brexit 

continues to weigh on the UK econo-

my—business investment was a drag 

on growth in Q2, as it was throughout last year. We doubt relief is on the way. New PM Boris Johnson’s hard-line ap-

proach to negotiations with the EU has raised the odds of a no-deal Brexit on October 31, but we continue to think the 

most likely course of action is a deadline extension and general election. In that scenario, we think the economy’s 

subdued growth trend and continued uncertainty over Brexit would see the Bank of England lower its bank rate in No-

vember. The central bank didn’t tip its hand in August though its projections and guidance—based on the admittedly 

incongruous assumptions of a smooth Brexit and a market path for interest rates that puts sizeable odds on a no-deal 

Brexit—are of little help at this stage. 

ECB LAYS THE GROUNDWORK FOR MORE EASING 

Euro area GDP growth slipped lower to 0.2% in Q2 (the same pace seen over the second half of last year) from 0.4% 

in Q1. Among the currency bloc’s largest economies, Italian GDP was flat (not much different from the trend seen 

over the last year) while France and Spain both expanded, albeit at a slightly slower pace than in the prior two quar-

ters. We expect Germany’s economy contracted slightly in Q2 after a return to growth in Q1. That country’s industrial 

sector remains a sizeable drag on growth—industrial production fell for a fourth consecutive quarter and Q2’s decline 

was the largest in that stretch. Manufacturing PMI data for July suggest little improvement in Q3. As is the case 

across the euro area, services activity is holding up fairly well for now and labour market conditions are generally im-

proving. The concern, though, is that a manufacturing slowdown will spill over into other areas of the economy. And 

even if the slowdown is contained, drag from the industrial sector that keeps overall growth at a below-trend pace is 

worrying for a central bank that is already falling well short of its inflation target. With that in mind, the ECB laid the 

groundwork for additional easing in July by introducing an easing bias and saying it is examining additional policy 

measures, such as restarting QE and moving to a tiered system for deposit rates. Our forecast continues to assume 

UK GDP DECLINED IN Q2 AFTER PREVIOUS QUARTER’S BREXIT BOOST 

Josh Nye 

▲ The UK economy contracted for the first time since 2012. 

 

▲ Odds of a no-deal Brexit have increased, but we continue think a 

deadline extension is more likely. 

 

▲ Germany’s economy likely contracted in Q2 as an industrial slump 

deepened.  

 

▲ It looks like the RBA won’t be on the sidelines for long—we expect 

another cut in November. 

 

HIGHLIGHTS 
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10 basis point rate cuts in both September and December, though there is growing risk that the ECB delivers more 

than that (markets currently pricing in a cumulative 30 basis points of cuts over the next year). And while we had as-

sumed that lower rates would be the ECB’s first policy level, odds of another round of quantitative easing have in-

creased. 

RBA CLARIFIES EASING BIAS, LIKELY TO CUT AGAIN THIS YEAR 

The Reserve Bank of Australia held its cash rate steady in August after making back-to-back 25 basis point rate cuts in 

June and July. The policy statement acknowledge increased uncertainty around the global outlook and made clear the 

RBA’s easing bias (it will ease rather than adjust monetary policy further if needed). It also hinted at upward revisions 

to unemployment projections and downward revisions to inflation forecasts. While modest, those changes are signifi-

cant in the context of considerable labour market slack and persistently below-target inflation (core CPI readings 

slipped further below the RBA’s 2-3% range in Q2). We previously assumed the RBA would hold rates steady through 

the remainder of this year—allowing it to evaluate the impact of 50 basis points of easing, as well as fiscal stimulus—

before cutting rates further in 2020. However, given the central bank’s sensitivity to global developments, we think the 

latest escalation in US-China trade tensions and further signs of slowing global growth will bring the RBA off the side-

lines sooner rather than later. We still look for the cash rate to bottom out at 0.50% this cycle, but have brought forward 

our forecasted rate cuts to November and February. 
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MARKET GETTING OVER THE STRESS TEST 

 Home resale market warms up in July: Overall activity in Canada was the strongest since December 

2017. Resales picked up 3.5% from June on a seasonally-adjusted basis and 12.6% from a year ago. This is 

the clearest indication yet that the market is getting over the mortgage qualifying stress test introduced last 

year. 

 National benchmark price is rising again: It climbed 0.2% above the year-ago level—the first increase in 

six months. Tighter demand-supply conditions are providing growing support for prices. 

 Increasingly synchronized recoveries across local markets: The picture is generally improving in 

Western Canada with Vancouver recording its largest monthly sales gain (26%) in 26 years in July, and both 

Calgary and Edmonton posting modest advances. Activity and prices continued to accelerate moderately in 

Toronto. And trends remain positive in the rest of Central and Atlantic Canada for the most part. 

 Ottawa, Montreal getting hotter: The persistence of very tight demand -supply conditions keep fueling 

property values higher and higher in both markets. Any further acceleration could become an issue if it sets 

off unwanted speculative dynamics. 

 Things could get complicated for policy-makers: A few more months like July and the housing policy 

debate in Canada might take a sharp turn—toward a further tightening of rules. This is bound to be a hot 

topic in the upcoming federal election. 

 

THE CORRECTION IS OFFICIALLY OVER 

The July numbers released by the Canadian Real Estate Association (CREA) effectively made it official: Cana-

da’s housing market correction is over and the recovery is on. Slumping markets out west—including Vancouver, 

Calgary and Edmonton—are now in early stages of a turnaround. Things are back on track in Toronto. Sellers, 

there, are even very close to calling the shots (with the sales-to-new listings ratio almost in sellers’ territory). 

Most markets in Quebec and Atlantic Canada have kept going all along so the widespread gains they recorded 

in July were a continuation of a long-standing trend. Tight demand-supply conditions in Ottawa, Montreal, and to 

a lesser extent, Halifax maintain upward pressure on prices. Clearly, there’s growing evidence across Canada 

that the market has adjusted to the mortgage stress test and other market-cooling measures—thanks in part to a 

drop in interest rates this year. Our view is that home resale activity nation-wide will stay on a slight upward tra-

jectory in the near term. Recent declines in mortgage rates along with a healthy labour market are supporting 

demand though growing economic uncertainty will give some buyers reasons to pause.  

 

CURRENT ANALYSIS 
ROBERT HOGUE 
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FORECAST DETAIL - CANADA
RBC FORECASTS OF THE ECONOMY AND FINANCIAL MARKETS

           = Forecast

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2017 2018 2019 2020

Household consumption 1.3 1.9 1.3 1.0 3.5 1.4 1.5 1.5 1.6 1.6 1.6 1.6 3.6 2.1 1.9 1.5

Durables -0.1 -1.8 -0.6 -1.9 4.9 1.4 1.0 1.0 1.0 1.0 1.0 1.0 7.1 1.0 1.1 1.0

Semi-Durables 0.6 1.8 3.1 -0.1 4.9 1.4 1.5 1.5 2.0 2.0 2.0 2.0 3.1 1.4 2.2 1.8

Non-durables -0.1 1.6 2.0 0.5 2.7 1.4 1.5 1.5 1.6 1.6 1.6 1.6 2.7 1.6 1.6 1.6

Services 2.3 2.9 1.3 2.0 3.3 1.4 1.7 1.6 1.6 1.6 1.6 1.6 3.3 2.6 2.1 1.6

Government expenditures 2.0 4.3 2.7 2.1 2.2 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.1 2.9 2.3 2.0

Residential investment -8.4 -0.3 -3.2 -10.4 -6.1 10.0 1.8 1.5 -2.0 0.9 1.4 2.2 2.4 -1.5 -1.9 1.1

Business investment 7.3 -0.9 -11.8 -9.5 13.5 -0.7 8.3 2.7 1.4 2.0 2.2 2.2 2.5 1.9 0.7 2.6

Non-residential structures -1.3 -4.1 -8.6 -14.2 -2.6 6.5 10.0 4.0 1.0 2.0 2.0 2.0 1.1 -0.9 -2.3 3.3

Machinery & equipment 22.0 4.0 -16.3 -2.3 39.5 -10.0 6.0 1.0 2.0 2.0 2.5 2.5 4.7 6.1 4.8 1.6

Final domestic demand 1.4 1.6 -0.1 -1.0 3.4 2.0 2.3 1.7 1.4 1.6 1.7 1.7 3.1 2.0 1.5 1.7

Exports 3.6 12.0 0.8 0.3 -4.1 12.0 1.0 1.2 2.2 2.2 2.0 2.0 1.1 3.2 2.2 2.4

Imports 4.2 6.2 -8.9 -0.7 7.7 -0.5 2.6 2.7 2.5 1.5 2.0 2.3 4.2 2.9 1.3 2.1

Inventories (change in $b) 16.6 13.3 7.2 13.9 17.7 2.5 2.5 4.5 6.5 5.5 5.5 5.5 17.6 12.7 6.8 5.8

Real gross domestic product 1.5 2.5 2.1 0.3 0.4 3.0 1.8 1.6 1.6 1.7 1.7 1.6 3.0 1.9 1.5 1.7

OTHER INDICATORS YEAR-OVER-YEAR PERCENTAGE CHANGE UNLESS OTHERWISE INDICATED

Business and labour 

Productivity -0.5 -0.3 0.3 -0.3 0.4 0.1 0.4 1.0 0.9 1.2 1.0 1.0 1.7 -0.2 0.5 1.0

Pre-tax corporate profits -1.4 2.2 6.9 -5.7 -4.4 -3.3 -7.2 5.6 4.9 1.7 3.2 0.9 20.1 0.5 -2.5 2.6

Unemployment rate (%)* 5.8 5.9 5.9 5.6 5.8 5.5 5.6 5.7 5.8 5.8 5.9 5.9 6.3 5.8 5.7 5.9

Inflation

Headline CPI 2.1 2.3 2.7 2.0 1.6 2.1 1.9 2.2 2.2 1.8 2.0 1.9 1.6 2.3 2.0 2.0

Core CPI 1.8 1.8 2.1 2.0 1.9 2.3 2.1 2.2 2.1 2.0 2.1 2.1 1.6 1.9 2.1 2.1

External trade

Current account balance ($b) -65.5 -61.5 -40.6 -66.5 -69.4 -48.0 -50.8 -48.1 -50.4 -45.5 -41.9 -45.0 -60.1 -58.5 -54.1 -45.7

% of GDP -3.0 -2.8 -1.8 -3.0 -3.1 -2.1 -2.2 -2.1 -2.2 -1.9 -1.8 -1.9 -2.8 -2.6 -2.4 -2.0

Housing starts (000s)* 224 218 197 217 187 224 207 205 201 201 200 200 220 213 205.9 200.5

Motor vehicle sales (mill., saar)* 2.10 2.07 2.02 1.96 2.02 1.94 1.94 1.93 1.93 1.92 1.92 1.92 2.08 2.04 2.0 1.9

INTEREST AND EXCHANGE RATES %, END OF PERIOD

Overnight 1.25 1.25 1.50 1.75 1.75 1.75 1.75 1.75 1.50 1.50 1.50 1.50 1.00 1.75 1.75 1.50

Three-month 1.10 1.26 1.59 1.64 1.67 1.66 1.65 1.60 1.40 1.40 1.40 1.40 1.06 1.64 1.60 1.40

Two-year 1.78 1.91 2.21 1.86 1.55 1.47 1.45 1.40 1.35 1.40 1.45 1.50 1.69 1.86 1.40 1.50

Five-year 1.97 2.07 2.34 1.89 1.52 1.39 1.40 1.40 1.40 1.50 1.55 1.65 1.87 1.89 1.40 1.65

10-year 2.09 2.17 2.43 1.97 1.62 1.47 1.45 1.60 1.60 1.60 1.70 1.80 2.04 1.97 1.60 1.80

30-year 2.23 2.20 2.42 2.18 1.89 1.69 1.70 1.80 1.85 1.90 2.00 2.00 2.27 2.18 1.80 2.00

Canadian dollar 1.29 1.31 1.29 1.36 1.33 1.31 1.30 1.29 1.30 1.31 1.32 1.33 1.26 1.36 1.29 1.33

*Quarterly averages, level

Source: Bank of Canada, Statistics Canada, RBC Economics Research forecasts

GROWTH IN THE ECONOMY PERIOD-OVER-PERIOD ANNUALIZED PERCENT CHANGE UNLESS OTHERWISE INDICATED

Annual2018 2019 2020
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FORECAST DETAIL - UNITED STATES
RBC FORECASTS OF THE ECONOMY AND FINANCIAL MARKETS

          = Forecast

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2017 2018 2019 2020

GROWTH IN THE ECONOMY PERIOD-OVER-PERIOD ANNUALIZED PERCENT CHANGE UNLESS OTHERWISE INDICATED

Consumer spending 1.7 4.0 3.5 1.4 1.1 4.3 2.1 1.7 1.8 1.9 1.9 1.9 2.6 3.0 2.4 2.0

Durables 2.3 8.0 3.5 1.3 0.3 12.9 2.0 1.5 1.6 1.8 1.9 1.9 6.9 6.3 3.9 2.4

Non-durables 0.7 4.1 3.6 1.7 2.2 6.0 2.0 1.6 1.6 1.8 1.8 1.8 2.5 3.0 3.0 2.0

Services 1.9 3.4 3.4 1.4 1.0 2.5 2.1 1.8 1.9 2.0 2.0 2.0 2.0 2.5 2.0 2.0

Government spending 1.9 2.6 2.1 -0.4 2.9 5.0 2.4 2.0 1.5 1.5 1.5 1.5 0.7 1.7 2.4 1.9

Residential investment -5.2 -3.7 -4.0 -4.6 -1.1 -1.5 -1.0 -1.0 0.9 1.0 2.0 1.4 3.5 -1.5 -2.4 0.3

Business investment 8.8 7.9 2.1 4.8 4.4 -0.6 0.9 0.9 1.1 1.3 2.3 1.0 4.4 6.4 2.8 1.1

Non-residential structures 12.0 11.0 -2.1 -9.0 4.0 -10.5 0.0 0.0 1.0 1.0 2.3 2.0 4.7 4.1 -2.5 0.1

Non-residential equipment 6.6 3.4 2.9 7.4 -0.1 0.7 0.5 0.5 0.5 1.0 2.3 2.0 4.7 6.8 2.1 2.5

Intellectual property 9.7 11.9 4.1 11.7 10.9 4.6 2.0 2.0 2.0 2.0 2.3 2.0 3.6 7.4 7.3 2.2

Final domestic demand 2.4 4.0 2.8 1.3 1.8 3.5 1.9 1.6 1.6 1.8 1.9 1.9 2.5 3.0 2.3 1.8

Exports 0.8 5.8 -6.2 1.5 4.2 -5.2 2.2 2.2 2.8 2.5 2.5 2.5 3.5 3.0 0.3 2.0

Imports 0.6 0.3 8.6 3.5 -1.5 0.1 2.5 1.8 1.5 1.5 1.0 2.0 4.7 4.4 1.8 1.6

Inventories (change in $b) 40.5 -28.0 87.2 93.0 116.0 71.7 58.0 55.0 48.0 46.0 40.0 36.0 31.7 48.2 75.2 42.5

Real gross domestic product 2.6 3.5 2.9 1.1 3.1 2.1 1.5 1.5 1.6 1.8 2.0 1.8 2.4 2.9 2.2 1.7

OTHER INDICATORS YEAR-OVER-YEAR PERCENTAGE CHANGE UNLESS OTHERWISE INDICATED

Business and labour 

Productivity 1.1 1.5 1.2 1.8 2.4 1.8 1.5 1.3 0.6 0.4 0.8 1.0 1.1 1.4 1.7 0.7

Pre-tax corporate profits 2.9 2.4 4.2 4.2 -2.2 -1.5 -3.8 -2.8 1.0 0.4 0.9 1.1 -0.3 3.4 -2.6 0.8

Unemployment rate (%)* 4.1 3.9 3.8 3.8 3.9 3.6 3.7 3.6 3.6 3.6 3.6 3.6 4.4 3.9 3.7 3.6

Inflation

Headline CPI 2.2 2.7 2.6 2.2 1.6 1.8 1.8 1.9 2.0 1.9 2.0 2.0 2.1 2.4 1.8 2.0

Core CPI 1.9 2.2 2.2 2.2 2.1 2.1 2.1 2.1 2.0 2.1 2.2 2.2 1.8 2.1 2.1 2.1

External trade

Current account balance ($b) -456 -429 -503 -576 -522 -547 -552 -560 -552 -554 -551 -548 -440 -491 -545 -551

% of GDP -2.3 -2.1 -2.4 -2.8 -2.5 -2.6 -2.6 -2.6 -2.5 -2.5 -2.5 -2.4 -2.3 -2.4 -2.5 -2.5

Housing starts (000s)* 1321 1260 1233 1185 1213 1263 1295 1295 1300 1300 1310 1310 1209 1250 1266 1305

Motor vehicle sales (millions, saar)* 17.1 17.3 17.0 17.4 16.8 17.0 17.2 17.2 17.2 17.2 17.1 17.1 17.1 17.2 17.1 17.2

INTEREST RATES %, END OF PERIOD

Fed funds 1.75 2.00 2.25 2.50 2.50 2.50 2.00 2.00 2.00 2.00 2.00 2.00 1.50 2.50 2.00 2.00

Three-month 1.73 1.93 2.19 2.45 2.40 2.12 1.90 1.90 1.90 1.90 1.90 1.90 1.39 2.45 1.90 1.90

Two-year 2.27 2.52 2.81 2.48 2.27 1.75 1.85 1.90 1.95 2.00 2.10 2.15 1.89 2.48 1.90 2.15

Five-year 2.56 2.73 2.94 2.51 2.23 1.76 1.85 1.95 2.00 2.10 2.20 2.30 2.20 2.51 1.95 2.30

10-year 2.74 2.85 3.05 2.69 2.41 2.00 2.05 2.15 2.25 2.30 2.35 2.45 2.40 2.69 2.15 2.45

30-year 2.97 2.98 3.19 3.02 2.81 2.52 2.55 2.60 2.65 2.70 2.75 2.80 2.74 3.02 2.60 2.80

Yield curve (10s-2s) 47 33 24 21 14 25 20 25 30 30 25 30 51 21 25 30

*Quarterly averages, level

Source: Bank of Canada, Statistics Canada, RBC Economics Research forecasts

Annual2018 2019 2020
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CANADA - US COMPARISONS
 CURRENT ECONOMIC INDICATORS

FROM 

PRECEDING 

MONTH

FROM 

YEAR AGO

LATEST 

MONTH

FROM 

PRECEDING 

MONTH

FROM 

YEAR AGO

LATEST 

MONTH

Business

Industrial production* 0.4 1.7 May. -0.2 0.5 Jul.

Manufacturing inventory - 

shipments ratio (level) 1.5 1.5 Jun. 1.4 1.4 Jun.

New orders in manufacturing -4.2 -3.7 Jun. 0.6 -1.2 Jun.

Business loans - Banks 2.3 21.1 Jun. 0.3 6.4 Jul.

Index of stock prices** 0.1 -0.2 Jul. 3.7 7.2 Jul.

Households

Retail sales 0.0 1.0 Jun. 0.7 3.4 Jul.

Auto sales -1.4 -7.3 Jun. -4.8 -10.9 Jul.

Total consumer credit*** 0.2 3.3 Jun. 0.4 5.3 Jun.

Housing starts -9.6 9.8 Jul. -4.0 0.6 Jul.

Employment -0.1 1.9 Jul. 0.2 0.8 Jul.

Prices

Consumer price index 0.5 2.0 Jul. 0.3 1.8 Jul.

Producer price index**** -1.4 -1.7 Jun. 0.6 0.9 Jul.

Interest rates

Policy rate 1 1.75 1.50 Jul. 2.25 2.00 Jul.

Government bonds - 

(10 years) 1.4 2.2 Jun. 2.1 2.9 Jul.

1 latest available

Seasonally adjusted % changes unless otherw ise indicated. Interest rates are levels.

*The U.S. series is an index.

**Canada = S&P/TSX; United States = S&P 500

***Excludes credit unions and caisses populaires

****Canada's producer price index is not seasonally adjusted

USCANADA


