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CURRENT TRENDS 
Nathan Janzen, Josh Nye 

HIGHLIGHTS 

▲  Canadian GDP rose 0.1% in No-

vember 

▲  35,000 jobs added in January, all 

full-time 

▲  Retail sales unchanged in Decem-

ber - capping a soft year in 2019 

▲  Housing starts hit a four-month 

high of 213,000 annualized units in 

January 

▲  Imports were little changed in De-

cember - but down sharply in Q4 as a 

whole 

▲  Headline inflation was stronger 

than expected at 2.4% y/y 

NOVEMBER GDP BEATS EXPECTATIONS, BUT THE 

ECONOMY STILL LOOKS TO HAVE STAGNATED IN Q4/19 

LATEST AVAILABLE:  NOVEMBER 

RELEASE DATE: JANUARY 31, 2020 

A modest upside surprise in November GDP does little to change 

the narrative that Canada's economy stagnated in Q4/19—the BoC's 

0.3% growth forecast still looks reasonable. Transitory factors were 

at play again in November, most significantly in the transportation 

sector which suffered from labour disruptions and pipeline outages. 

That drag should be reversed in December, though the transporta-

tion industry is now facing further challenges with some airlines can-

celing flights to China amid the coronavirus outbreak. Transportation 

disruptions also weighed on some manufacturing industries in No-

vember, which offset a rebound in motor vehicle production following 

temporary shutdowns in October. While it's difficult to untangle the 

myriad transitory factors that impacted growth in the second half of 

last year we think it's fair to say that Canada's economy geared 

down over that period, and particularly in Q4/19. 
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DON'T COUNT OUT CANADA'S JOBS MARKET 

LATEST AVAILABLE: JANUARY 

RELEASE DATE: FEBRUARY 7, 2020 

The blistering pace of hiring seen in Canada between late-

2018 and mid-2019 has faded, but January data suggest 

the labour market is far from grinding to a halt. Job gains 

over the last six months averaged a healthy 20,000 and 

nearly all of that was full-time work. GDP growth toward 

the end of last year was downright ugly, though transitory 

factors were at play and the employment figures suggest 

underlying trends are better than the headline numbers 

indicate. A low unemployment rate—now just 0.1 percent-

age point above its cycle low—also goes against the 

BoC's view that the economy is no longer close to full ca-

pacity, though a drop in the participation rate might be 

evidence of some spare workers.  

 

 

 

 

 

 

 

LITTLE PROGRESS FOR CANADIAN RETAIL 

SALES IN 2019 

LATEST AVAILABLE: DECEMBER 

RELEASE DATE: FEBRUARY 21, 2020 

Canadian retail sales ended 2019 about where they ended 

2018. Excluding price increases, sale volumes in Decem-

ber were up just 0.1% from a year prior. Sales on a month

-over-month basis were unchanged from November, both 

including and excluding prices, leaving overall consumer 

spending on track to post another lackluster increase in 

Q4 of last year - and in line with our expectation that over-

all GDP increased little if at all in the quarter. There are 

legitimate questions about how accurately retail sales are 

really capturing consumer spending trends. Services are 

not included. Not all e-commerce sales are captured in 

headline retail sales, and e-commerce sales were up a 

whopping 31.5% from a year ago in December (likely in 

part reflecting the fact that cyber-Monday fell in December 

rather than November this year.) And that doesn't include 

'non-Canadian' online retailers.  
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HOUSING STARTS PICK UP AS SUPPLY        

DEARLY NEEDED 

LATEST AVAILABLE: JANUARY 

RELEASE DATE: FEBRUARY 10, 2020 

With recent data pointing to further tightening in demand-

supply conditions in many resale markets, a solid pace of 

home building to start the year will be welcomed. Quebec 

and Ontario led the increase in January, which is not sur-

prising as those provinces are home to some of the coun-

try's tightest markets. BC's pullback from earlier record 

highs continued, though with the province's resale market 

heating up again it's hard to see that trend being sustained. 

We think the pace of starts will remain close to the current 

six-month trend rate, and while that's stronger than the un-

derlying pace of household formation, if anything there's 

upside risk with markets thirsty for supply.  

 

 

 

 

 

 

 

 

NARROWER DECEMBER TRADE DEFICIT 

BUT DETAILS STILL NOT ENCOURAGING 

LATEST AVAILABLE: DECEMBER 

RELEASE DATE: FEBRUARY 5, 2020 

The December trade deficit narrowed to $0.4 billion from 

$1.2 billion in November. The bulk of the 1.9% increase in 

exports in December came from a bounce-back in energy 

shipments after disruptions to a major pipeline reduced ex-

ports in November. Excluding energy products, export vol-

umes (i.e. excluding price changes) were little changed, by 

our count, in December but were still up less than a percent 

from a year ago and declined about 3% at an annualized 

rate in Q4 as a whole. A major rail strike in November also 

probably weighed on Q4 exports - as did disruptions to auto 

production tied to an autoworker strike in the US. But un-

derlying trends still look lackluster. Imports were little 

changed in December, but down about 3% at an annual-

ized rate in Q4 as a whole. All in, the December trade num-

bers shouldn't do much to allay concerns at the Bank of 

Canada that domestic growth trends are slowing. 
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INFLATION SURPRISE DOESN'T TIE BOC'S HANDS 

LATEST AVAILABLE: JANUARY 

RELEASE DATE: FEBRUARY 19, 2020 

Headline inflation was stronger than expected in January, 

matching its fastest year-over-year pace since mid-2018. 

That hawkish surprise was offset to some extent by a slight 

dip in core inflation, which has been close to the Bank of 

Canada's 2% target for two years now. Slower growth over 

the second half of last year means, in the BoC's view, the 

economy is now operating with some slack. 2% core CPI is 

backward-looking and reflects the economy previously run-

ning close to full capacity. So we don't see current inflation 

readings as a barrier to the BoC cutting its benchmark rate 

to support growth and get the economy back to its potential. 

Our forecast is for a move in April, when we think the BoC's 

tolerance of sluggish activity (coronavirus, the GM Oshawa 

closure, and rail disruptions seem to guarantee another 

quarter of sub-trend GDP growth in Q1/20) will wear thin.  
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Latest 

month

Previous 

month

Year 

ago

Real GDP Nov 0.1 1.5

Industrial production Nov 0.0 -2.0

Employment Jan 0.2 1.4

Unemployment rate* Jan 5.5 5.8

Manufacturing

     Production Nov 0.0 -1.6

     Employment Jan 1.2 -0.7

     Shipments Dec -0.7 0.1

     New orders Dec -0.6 -10.8

     Inventories Dec -0.3 3.5

Retail sales Dec 0.0 2.4

Car sales Dec -2.3 -2.8

Housing starts (000s)* Jan 213.2 202.0

Exports Dec 1.9 6.4

Imports Dec 0.2 -3.2

Trade balance ($billlions)* Dec -0.4 -5.0

Consumer prices Jan 0.3 2.4

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

Source: Statistics Canada, RBC Economics

% change from:

ECONOMY AT A GLANCE
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Financial markets shrugged off 

geopolitical risks at the start of 

2020 but the calm was short-lived 

as concerns about the economic 

impact of a novel coronavirus out-

break in China’s Hubei province 

took hold. A rapid increase in the 

number of cases and its eventual 

spread to other countries led the 

World Health Organization to de-

clare a public health emergency 

on January 30th. Efforts to con-

tain the outbreak have had some 

success (the vast majority of cas-

es remain in mainland China) but 

have also been economically disruptive. Parts of China were more or less under lockdown, businesses closed, 

and travel to, from and within the country was restricted. Extended shutdowns at Chinese factories are weighing 

on industrial output and impacting other countries’ supply chains. Early estimates suggest China’s Q1/20 GDP 

growth could be reduced by a percentage point (i.e. from 6% to 5% y/y) or more. Demand concerns—China’s 

share of world GDP has more than doubled since the SARS outbreak in 2003—have pushed global commodity 

prices lower, with oil being hit particularly hard due to the virus’ outsized impact on travel. Brent and WTI are 

down 20% from their early-January peaks and OPEC+ is reportedly mulling over production cuts to support pric-

es.  

Equity markets in Shanghai and Hong Kong were down by 10% or more but have come off those lows amid mon-

etary policy support (Chinese authorities injecting liquidity and lowering borrowing rates) and a slower rate of in-

crease in the number of new cases. North American equities came under renewed pressure as cases of virus 

outside of China mounted. Government bond yields are well below where they started the year, though we don ’t 

see the temporary economic disruption from coronavirus exerting lasting influence on G10 monetary policy (in the 

BoC’s case, though, it could provide an additional push for a central bank already contemplating a rate cut). As 

the impact of the outbreak fades, we expect yields will move higher. 

NOVEL CONCERNS 

FINANCIAL MARKETS 

Josh Nye 

 

 

“Extended shutdowns at Chinese factories are 

weighing on industrial output and impacting other 

countries’ supply chains.” 
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FINANCIAL MARKETS 

US GDP growth held steady at a 2.1% 

annualized pace in Q4/19, marking a 

fourth straight quarter of 2%-plus 

growth. That was despite a third con-

secutive decline in business invest-

ment (the longest soft patch since the 

recession) and a further drop in manu-

facturing output—effects of last year’s 

escalating US-China trade war and 

(not unrelatedly) the slowest global 

growth in a decade. The economy 

continued to be supported by consum-

ers with inflation-adjusted spending 

rising 2.6% in the year as a whole, a 

sixth straight gain of 2.5% or more. 

And a pickup in housing activity con-

tinued with residential investment 

posting its strongest quarterly increase 

in two years. Government spending 

also increased at its fastest pace in a 

decade in 2019. For the federal gov-

ernment, though, that meant a deficit of nearly $1 trillion, or close to 5% of GDP—far from the fiscal prudence 

you’d expect in the late stages of the business cycle with unemployment at a 50-year low. 

US-CHINA PHASE 1 DEAL SETS AMBITIOUS TARGETS 

The US and China signed their much-anticipated Phase 1 trade deal in mid-January and finally revealed the 

terms of the agreement. The US is halving the tariff rate on some $120 billion of Chinese imports (by our math, 

scaling back just 10% of the last two years’ tariff hikes) and cancelling further tariff hikes. In exchange, China has 

agreed to undertake a number of reforms—including addressing intellectual property theft, ending forced technol-

ogy transfer, and opening its financial sector—and to purchase an additional $200 billion of US goods and ser-

vices over two years. The latter represents a sizeable and perhaps unrealistic increase considering US exports to 

China were around $163 billion in the past year. To the extent that China follows through on its commitment, the 

result is more likely to be a reshaping of global trade flows than a sustained reduction in the US trade deficit. 

(With limited spare capacity in the US economy, any attempt to increase shipments to China will have to come 

more from existing rather than new production.) If China looks to be falling short of its purchase target, that could 

hamper any attempt at a Phase 2 agreement. That said, a more extensive deal already looked to be off the table 

until after this year’s presidential election. It appears the US-China trade war has been put on hold for the next 

year or so, although it’s hard to make definitive statements about US trade policy under the current administra-

tion. 

 

 

US ECONOMY CONTINUES TO HANDLE INDUSTRIAL SLOWDOWN 

Josh Nye 

▲ The US economy grew at an above-trend 2.3% pace last year despite a 

slowing industrial sector. 

▲ A federal budget deficit of nearly $1 trillion is highly unusual at this 

stage of the business cycle, but financial markets are unperturbed. 

▲ An increase in US exports to China would do more to reshape trade 

flows than rein in the overall US trade deficit. 

▲ The Fed’s January policy statement was little changed from December. 

HIGHLIGHTS 
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BORING FOMC MEETING A SIGN OF THINGS TO COME? 

Last year began with a dovish 180° from the Fed that culminated in three “insurance” rate cuts in the second half of 

2019. If January’s meeting is any indication, 2020 will be a much less interesting year for the central bank. The Fed 

held its key policy rate steady, explaining its decision in a statement that was nearly a carbon copy of December ’s. 

The only notable change was to emphasize that the current policy stance is geared toward inflation “returning to” 

rather than “near” the Fed’s symmetric 2% objective. In his press conference, Chair Powell said the tweak was 

meant to clarify that policymakers will not be satisfied with inflation continuing to run below the Fed's objective, and 

that 2% is not a ceiling. That aligns with his past comments that it would take a persistent increase in inflation for the 

Fed to move rates higher—policymakers won’t simply revert to tightening mode when core PCE inflation (currently at 

1.6%) hits 2%. 

So the Fed seems far from a tightening bias—if anything, Powell’s comments were viewed as slightly dovish. While 

he said there were grounds for “cautious optimism” about the global growth outlook, he noted a rebound is not as-

sured. When asked about the impact of the coronavirus outbreak, Powell said there's likely to be some disruption to 

economic activity in China and potentially its neighbours and trading partners, but that it's too early to speculate 

about the scale of the impact. None of those comments indicate the Fed is contemplating further “insurance” cuts, 

and we think markets are overly pessimistic in pricing in one to two rate cuts over the next year. Our forecast as-

sumes the Fed will hold rates steady throughout 2020—a much more ‘boring’ year than 2019. 
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FINANCIAL MARKETS 

Canadian GDP rose 0.1% in Novem-

ber, notching just the second increase 

in the past five months. The goods-

producing sector did little to retrace 

earlier declines and output remained 

below year-ago levels—as was the 

case throughout 2019. The more sta-

ble services sector recorded a modest 

increase, showing a bit less resilience 

than earlier in the year. Transitory fac-

tors were once again at play, reducing 

activity in a number of industries. A rail 

strike and pipeline outage hit the 

transportation sector, and the former 

also impacted a number of manufac-

turing industries. Mining output was 

also hit by temporary closures, though 

those reportedly reflected weak de-

mand.  

Not all temporary factors have been 

negative—motor vehicle production and oil extraction both increased in November following earlier shutdowns, 

and cold weather in some parts of the country boosted utilities consumption. On the whole, though, we think tran-

sitory factors subtracted about 1/2 percentage point from annualized growth in the final quarter of 2019, slightly 

more than in the previous quarter. With underlying growth also appearing to have slowed, our Q4/19 forecast has 

been lowered to 0.3%. We don’t expect a significant pickup early this year, with a still sub-trend 1.4% GDP gain 

seen in Q1/20. A permanent hit to auto production following the closure of the GM Oshawa plant will subtract a 

couple of tenths from growth in the quarter. The coronavirus outbreak will also represent an economic headwind 

in early-2020. 

CORONAVIRUS UNLIKELY TO BE ANOTHER SARS FOR CANADA 

In evaluating the economic impact of the coronavirus outbreak, the 2003 SARS epidemic seems to be the most 

useful benchmark. The Bank of Canada estimated the SARS outbreak reduced Q2/03 GDP growth by an annual-

ized 0.6%—most of that reflecting a decline in travel and tourism. Toronto was the only city or region outside of 

Asia that was subject to a World Health Organization travel advisory, and Canada’s drop in international arrivals 

in 2003 was worse than China’s and Hong Kong’s (both of which were also subject to travel advisories). Thus far, 

China has accounted for the vast majority of coronavirus cases—Canada has only seen a handful of cases and 

none have been fatal. That suggests a travel advisory against Canada is unlikely, and the tourism sector won’t 

face the disproportionate hit it did during the SARS outbreak. 

That said, China is an important source of visitors to Canada (accounting for about 7% of non-resident air travel) 

and travel restrictions and flight cancellations will reduce tourism exports. On the goods side, China accounts for 

less than 5% of Canada’s merchandise exports, so the indirect impact of lower commodity prices (oil in particu-

lar) might be greater than any direct loss of demand. While the situation remains fluid, our early estimate is that 

FURTHER MARKDOWNS TO CANADA’S NEAR-TERM GROWTH OUTLOOK 

Josh Nye 

▲ Transitory factors once again weighed on Canadian GDP in   

November…   

▲ …but underlying growth has also lost momentum, and we expect a 

relatively modest rebound in H1/20.  

▲ The coronavirus outbreak could shave 0.2-0.3 ppts off Canada’s 

annualized growth in Q1/20, about half the impact of 2003’s SARS 

outbreak. 

▲ After several months of lacklustre economic growth, Governor 

Poloz said the door is open to a rate cut. 

HIGHLIGHTS 
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the coronavirus outbreak will reduce Canada’s annualized GDP growth by 0.2-0.3 percentage points in Q1/20. 

SLOW GROWTH PROMPTS DOVISH SHIFT FROM BOC 

Governor Poloz started the year with a relatively balanced economic update, but another round of disappointing data 

seems to have chipped away at the BoC’s patience. January’s policy statement was more downbeat, noting signs of 

weaker exports, business investment, hiring, and consumer confidence and spending. Solid growth in the housing sec-

tor was one of the few positives, though it was noteworthy that the bank didn’t tag on its usual warning about financial 

stability concerns (which would have lent a more hawkish tone). In fact, consumer caution and an increase in house-

hold savings was seen as helping to reduce financial vulnerabilities. 

The BoC trimmed its growth forecast to just 0.3% in Q4/19 and 1.3% in Q1/20 (close to our own projections). Given 

that slowdown, it no longer sees the economy as operating close to full capacity. Governor Poloz’s comment that the 

door is open to a rate cut suggests limited tolerance for growth to disappoint further. We continue to expect a move in 

April, sooner than markets are currently pricing. While that lends some near-term downside risk to the Canadian dollar, 

we think an eventual increase in oil prices as coronavirus fears fade will support the loonie. We also expect govern-

ment bond yields will rebound from recent lows but have marked down our Q1/20 yield forecast slightly. 
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FINANCIAL MARKETS 

Three-and-a-half years after a surpris-

ing ‘leave’ vote, the UK finally exited the 

EU at the end of January. Not much 

changed overnight, though, as a transi-

tion agreement effectively maintains the 

UK’s access to the Single Market until 

the end of 2020. That gives the UK and 

EU a very abbreviated timeframe for 

trade talks—much less than the seven 

years it took to negotiate the Canada-

style deal favoured by PM Johnson. 

There remains a risk that the UK will 

ultimately exit the Single Market without 

a comprehensive trade agreement—

what amounts to a no-deal Brexit. That 

risk is likely to come into focus as the 

year progresses, but for now it appears 

UK business sentiment has been 

buoyed by an alleviation of near-term 

trade uncertainty. January’s composite 

PMI jumped to its highest level since 

September 2018 as the manufacturing index rose to the 50 mark (after eight months in ‘contractionary’ territory) and 

the services industry broke out of last year’s funk. Consumer confidence also rose to its highest level in more than a 

year. These data suggest a return to growth in early-2020 after the economy stalled in the final quarter of 2019.  

Indications that domestic uncertainty is receding and global growth is stabilizing were enough to keep the Bank of 

England from cutting is policy rate in January. Dovish comments from a number of MPC members leading up to the 

meeting suggested it might be a close call, but in the end it was another 7-2 vote for no change. The BoE has a near-

term easing bias, noting a pickup in growth is not ensured and monetary policy might need to reinforce the recovery, 

but continues to note that modest tightening might be warranted down the road. Markets are still leaning toward a rate 

cut this year, but we expect incoming governor Andrew Bailey will disappoint those looking for a move and keep poli-

cy on hold throughout 2020. 

EURO AREA GROWTH STABILIZING, BUT NOTHING MORE 

Euro area GDP growth unexpectedly slowed to just 0.1% in Q4/19, the slowest pace since the euro crisis. A 0.3% 

decline in Italian GDP was also the worst in nearly seven years and left the country’s economic output flat relative to 

two years earlier. Between a gradually declining working age population and sluggish productivity growth, the speed 

limit for the Italian economy is little better than zero. France also recorded a decline in Q4/19 GDP, though rather than 

Italy’s structural issues, we think weakness was more reflective of temporary labour disruptions (a drop in inventories 

also suggests more weakness in production than demand). Spain remained a consistent source of growth for the cur-

rency bloc, while Germany likely saw a modest increase in overall GDP despite the industrial sector contracting fur-

ther.  

Recent survey data showed further evidence that euro area growth will settle at a modest rate in 2020—better than 

UK BUSINESS SENTIMENT POPPED HIGHER POST-ELECTION 

Josh Nye 

▲ UK survey data have improved following a decisive election that re-

duced near-term Brexit uncertainty. 

 

▲ The BoE has a near-term easing bias, but a medium-term tightening 

bias. 

 

▲ Declines in Italy and France in Q4/19 held euro area GDP growth to its 

slowest pace since the euro crisis. 

 

▲ We have trimmed our 2020 Australian GDP growth forecast to 2.1% 

from 2.4% due to the impact of the country’s devastating bushfires. 

 

HIGHLIGHTS 



 

 ECONOSCOPE, © ROYAL BANK OF CANADA 

Q4/19’s pace, but still at or below the economy’s longer-run trend. The bloc’s manufacturing PMI, while still signaling 

contraction in the sector, rose to a nine-month high in January. The services reading remained close to last year’s aver-

age, with an encouraging improvement seen in Germany. Stabilization in survey data has the ECB sounding a bit less 

dovish, though with core inflation falling back from its highs the end of last year, it’s hard to see the central bank even 

hinting at a tightening bias anytime soon. Markets, in fact, are pricing the opposite (decent odds of a modest rate cut) 

but we think the ECB will remain on the sidelines this year. 

UNCERTAIN IMPACT OF FIRES AND VIRUS TO KEEP RBC ON SIDELINES 

The RBA held rates steady at its first meeting of 2020 and struck a relatively optimistic tone. We’d already pushed back 

our forecast for the next rate cut to June, but it looks like risk remains tilted toward a later move. While maintaining an 

easing bias, the statement noted that rates have “already been reduced to a very low level” and that monetary policy 

impacts the economy with “long and variable lags.” That suggests the RBA will be patient in evaluating the effects of 

last year’s 75 basis points of rate cuts, which are already contributing to a pickup in housing markets. Recent tax re-

funds and infrastructure spending, it noted, are also providing policy support. The central bank lowered its near-term 

growth forecasts, acknowledging that the bushfires and coronavirus outbreak will temporarily weigh on growth. Our ex-

pectation is that the bushfires will weigh on H1/20 GDP growth enough to trim our full-year growth forecast to 2.1% 

from 2.4% previously. We continue to think disappointing growth (temporary factors or not) will ultimately see the RBA 

lowering rates further, though as noted above, the next move might come later than our June forecast. 
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WEATHER, LOW SUPPLY AFFECTED HOME SALES IN JANUARY 

 Home resales fell in most markets last month: The decline from December totaled 2.9% overall in Canada. 

It was the biggest drop in almost a year though the 507,500 (annualized) units sold were still 5% above the 10-

year average. 

 Weather was an issue out west (and in Newfoundland): Snow storms in BC’s Lower Mainland and frigid tem-

peratures in Alberta disrupted activity. Sales plummeted 18.5% from December in Vancouver and dipped 2.8% in 

Edmonton. A mega storm also hampered activity  in in Newfoundland.   

 Low supply was a restraint out east: New listings either dropped or stayed low in January in Hamilton, 

Kitchener-Waterloo, Ottawa-Gatineau, Montreal, Moncton, Saint John and Halifax. A 6.5% increase in the Toronto 

area only partly offset outsized declines in the previous four months. 

 Demand-supply conditions still generally favour sellers: Ottawa, Montreal, Saint John and Halifax remain 

super tight markets in the early stages of 2020. Conditions eased somewhat in Toronto but sellers continue to 

keep a firm grip on the market. Buyers have things relatively easier in the Prairies where they benefit from ample 

inventories.  

 Upswing in home prices gathered more steam: The Canada-wide MLS Home Price Index rose at its fastest 

rate in January (4.7% year-over-year) in nearly two years. The index accelerated markedly over the past three 

months, led by strong gains in Ottawa, Montreal, and increasingly, Toronto and Vancouver. 

 Current trends point to continued market tightness: Strong population growth, low unemployment and 

rising wages will keep fueling housing demand in the year ahead. Unless more sellers come out of the woodwork 

very soon, pressure is likely to build further on property values in many of Canada’s largest markets. 

 

JANUARY ISN’T A GOOD READ OF ACTIVITY BUT IT IS FOR PRICES 

It’s always tricky to gauge momentum in the housing market during the low season (December to February). Any 

blips—up or down—tend to get amplified by the low levels of activity. And this also being winter, any curves thrown by 

Mother Nature can easily distort the picture. So we don’t make much of the 2.9% m/m drop in home resales last 

month. There were a number of weather events—especially the ones in Vancouver—which caused some disruptions. 

The fact that supply—new and active listings—remained tight in several large markets is more significant. It tells us 

upward price pressure isn’t about to let up. If anything, prices could well accelerate further in Ottawa, Montreal, Saint 

John and Halifax where sellers are firmly in control, and unlikely to lose it anytime soon. We’d expect the same in To-

ronto and Vancouver despite the modest (and probably temporary) easing of demand-supply conditions in January 

given how strongly demand has picked since summer. We’ll get a clearer view of underlying sales momentum in a 

couple of months once the spring season kicks into gear. But the current read on market balances is a good indication 

of where prices are headed in the near term—which is up in most regions of the country.  

 

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 2018 2019 2020 2021

Household consumption 2.5 0.5 1.6 0.9 1.5 1.5 1.5 1.5 1.5 1.5 1.5 1.4 2.2 1.5 1.4 1.5

Durables 5.0 -1.7 1.8 -0.4 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.7 0.8 0.7 1.0

Semi-Durables 3.1 3.0 1.9 -0.4 2.0 2.0 2.0 2.0 2.0 2.0 2.0 1.5 1.7 2.1 1.6 2.0

Non-durables 1.2 0.1 1.2 -0.5 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.5 1.8 0.9 1.1 1.6

Services 2.3 0.8 1.6 2.0 1.6 1.6 1.6 1.6 1.5 1.5 1.5 1.5 2.5 1.9 1.6 1.5

Government expenditures 2.1 2.4 0.8 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 3.0 2.3 1.9 2.0

Residential investment -2.7 5.5 13.3 3.7 -2.3 0.2 3.5 3.4 3.0 2.0 0.3 0.5 -1.6 -0.5 2.7 2.3

Business investment 18.0 -7.0 9.5 -0.6 -0.4 1.0 2.2 2.2 3.5 4.4 5.3 6.2 1.4 0.9 1.1 3.5

Non-residential structures 4.2 4.4 11.1 3.3 0.0 1.0 2.0 2.0 3.0 3.7 4.4 5.1 -0.6 1.2 2.8 3.0

Machinery & equipment 42.1 -21.8 7.0 -6.6 -1.0 1.0 2.5 2.5 4.3 5.5 6.7 7.9 4.7 0.4 -1.6 4.2

Final domestic demand 3.3 0.3 3.2 1.3 1.2 1.5 1.8 1.8 1.9 1.9 1.8 1.9 2.1 1.3 1.6 1.8

Exports -3.3 12.9 -1.5 -4.5 2.0 1.7 1.8 1.8 1.6 1.6 1.6 1.6 3.1 1.7 0.8 1.7

Imports 8.1 -3.5 0.1 -3.6 2.5 1.8 1.9 2.0 2.0 2.0 2.0 2.5 2.6 0.3 0.4 2.0

Inventories (change in $b) 20.6 12.8 4.2 0.0 2.0 3.0 3.5 4.5 4.5 4.5 4.5 4.5 13.0 9.4 3.3 4.5

Real gross domestic product 0.8 3.5 1.3 0.3 1.4 1.6 1.9 1.9 1.7 1.7 1.7 1.6 2.0 1.6 1.4 1.8

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

Business and labour 

Productivity 0.5 0.5 0.6 0.7 0.5 0.7 0.7 1.1 1.1 1.1 1.1 1.0 -0.1 0.6 0.7 1.1

Pre-tax corporate profits -3.0 2.9 -5.6 5.8 4.5 -2.7 2.4 1.4 0.8 0.3 0.3 0.0 2.5 -0.1 1.3 0.3

Unemployment rate (%)* 5.8 5.6 5.6 5.7 5.6 5.8 5.8 5.8 5.9 6.0 6.0 6.0 5.8 5.7 5.8 6.0

Inflation

Headline CPI 1.6 2.1 1.9 2.1 2.0 1.5 1.4 1.6 1.8 1.9 2.0 2.1 2.3 1.9 1.6 2.0

Core CPI 1.9 2.3 2.2 1.9 1.7 1.6 1.5 1.8 2.0 2.1 2.2 2.3 1.9 2.1 1.7 2.1

External trade

Current account balance ($b) -67.3 -27.0 -39.4 -44.3 -43.0 -40.0 -39.7 -39.5 -36.8 -36.5 -36.2 -36.9 -222.0 -44.5 -40.5 -36.6

% of GDP -3.0 -1.2 -1.7 -1.9 -1.8 -1.7 -1.7 -1.6 -1.5 -1.5 -1.5 -1.5 -10.0 -2.0 -1.8 -1.5

Housing starts (000s)* 187 224 223 207 208 209 213 213 215 214 209 209 213 208.7 210.8 211.8

Motor vehicle sales (mill., saar)* 2.02 1.94 1.98 1.93 1.93 1.92 1.92 1.92 1.92 1.92 1.92 1.92 2.04 2.0 1.9 1.9

INTEREST AND EXCHANGE RATES %, END OF PERIOD

Overnight 1.75 1.75 1.75 1.75 1.75 1.50 1.50 1.50 1.50 1.50 1.50 1.75 1.75 1.75 1.50 1.75

Three-month 1.67 1.66 1.65 1.66 1.65 1.40 1.40 1.40 1.40 1.40 1.40 1.65 1.64 1.66 1.40 1.65

Two-year 1.55 1.47 1.58 1.70 1.50 1.40 1.50 1.55 1.60 1.65 1.70 1.80 1.86 1.70 1.55 1.80

Five-year 1.52 1.39 1.40 1.69 1.50 1.50 1.60 1.70 1.70 1.75 1.80 1.90 1.89 1.69 1.70 1.90

10-year 1.62 1.47 1.36 1.70 1.55 1.70 1.75 1.80 1.85 1.90 1.95 2.00 1.97 1.70 1.80 2.00

30-year 1.89 1.69 1.53 1.76 1.70 1.90 1.90 1.95 2.00 2.05 2.05 2.10 2.18 1.76 1.95 2.10

Canadian dollar 1.33 1.31 1.32 1.30 1.32 1.31 1.32 1.33 1.34 1.35 1.36 1.36 1.36 1.30 1.33 1.36

*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

Annual2019 2020 2021
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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 2018 2019 2020 2021

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

Consumer spending 1.1 4.6 3.1 1.8 1.8 1.9 1.9 1.9 1.9 1.7 1.7 1.7 3.0 2.6 2.2 1.8

Durables 0.3 13.0 8.1 2.1 1.6 1.8 1.9 1.9 1.9 1.9 1.8 1.8 6.3 4.7 3.2 1.9

Non-durables 2.2 6.5 3.9 0.8 1.6 1.8 1.8 1.8 1.7 1.7 1.5 1.5 3.0 3.3 2.1 1.7

Services 1.0 2.8 2.2 2.0 1.9 2.0 2.0 2.0 1.9 1.7 1.7 1.7 2.5 2.1 2.1 1.9

Government spending 2.9 4.8 1.7 2.7 1.5 1.5 1.5 1.5 1.5 1.5 1.5 1.5 1.7 2.3 1.9 1.5

Residential investment -1.1 -2.9 4.6 5.8 8.0 -3.6 -1.5 0.5 1.0 1.3 1.2 1.3 -1.5 -1.5 2.6 0.4

Business investment 4.4 -1.0 -2.3 -1.5 0.7 1.4 1.4 1.0 2.0 2.2 2.5 2.8 6.4 2.1 0.0 1.8

Non-residential structures 4.0 -11.1 -9.9 -10.1 -2.0 1.0 1.0 2.0 2.0 3.0 3.0 4.0 4.1 -4.4 -4.1 2.3

Non-residential equipment -0.1 0.8 -3.8 -2.9 1.0 1.0 1.0 2.0 2.0 2.0 3.0 3.0 6.8 1.4 2.8 2.6

Intellectual property 10.9 3.6 4.6 5.9 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 7.4 7.7 3.1 2.0

Final domestic demand 1.8 3.6 2.2 1.6 1.8 1.6 1.7 1.8 1.8 1.7 1.8 1.8 3.0 2.3 1.9 1.7

Exports 4.2 -5.7 0.9 1.4 1.0 2.5 2.5 2.5 2.0 2.0 2.0 1.5 3.0 0.0 1.2 2.2

Imports -1.5 0.0 1.8 -8.7 8.4 1.5 1.5 2.0 2.0 2.0 3.0 2.5 4.4 1.0 1.1 2.1

Inventories (change in $b) 116.0 69.4 69.4 6.5 50.0 53.0 52.0 48.0 45.0 40.0 35.0 30.0 48.2 65.3 50.8 37.5

Real gross domestic product 3.1 2.0 2.1 2.1 1.7 1.8 1.8 1.8 1.7 1.6 1.5 1.5 2.9 2.3 1.9 1.7

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

Business and labour 

Productivity 1.7 1.8 1.5 1.7 0.9 0.2 0.7 0.8 0.9 1.2 1.0 0.9 1.3 1.7 0.7 1.0

Pre-tax corporate profits -2.2 1.3 -1.2 0.0 4.0 0.2 0.7 0.7 1.1 1.0 0.8 0.6 3.4 -0.6 1.4 0.9

Unemployment rate (%)* 3.9 3.6 3.6 3.5 3.6 3.7 3.8 3.8 3.8 3.9 3.9 3.9 3.9 3.7 3.7 3.9

Inflation

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

Core CPI 2.1 2.1 2.3 2.3 2.3 2.4 2.2 2.2 2.2 2.2 2.2 2.2 2.1 2.2 2.3 2.2

External trade

Current account balance ($b) -545 -501 -496 -424 -410 -409 -403 -404 -411 -414 -425 -436 -491 -492 -406 -422

% of GDP -2.6 -2.4 -2.3 -2.0 -1.9 -1.9 -1.8 -1.8 -1.8 -1.8 -1.8 -1.9 -2.4 -2.3 -1.8 -1.8

Housing starts (000s)* 1213 1256 1282 1441 1350 1300 1310 1310 1315 1315 1320 1320 1250 1298 1318 1318

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

INTEREST RATES %, END OF PERIOD

Fed funds 2.50 2.50 2.00 1.75 1.75 1.75 1.75 1.75 1.75 1.75 2.00 2.00 2.50 1.75 1.75 2.00

Three-month 2.40 2.12 1.88 1.55 1.65 1.65 1.65 1.65 1.65 1.65 1.90 1.90 2.45 1.55 1.65 1.90

Two-year 2.27 1.75 1.63 1.58 1.70 1.75 1.75 1.75 1.80 1.85 1.90 1.95 2.48 1.58 1.75 1.95

Five-year 2.23 1.76 1.55 1.69 1.80 1.90 1.90 1.90 1.90 1.95 1.95 2.00 2.51 1.69 1.90 2.00

10-year 2.41 2.00 1.68 1.92 2.00 2.10 2.10 2.10 2.15 2.15 2.20 2.25 2.69 1.92 2.10 2.25

30-year 2.81 2.52 2.12 2.39 2.45 2.50 2.50 2.50 2.55 2.55 2.60 2.65 3.02 2.39 2.50 2.65

Yield curve (10s-2s) 14 25 5 34 30 35 35 35 35 30 30 30 21 34 35 30

*Quarterly averages, level

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

Annual2019 2020 2021
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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* 0.0 -2.0 Nov. -0.3 -0.8 Jan.

Manufacturing inventory - 

shipments ratio (level) 1.6 1.6 Dec. 1.4 1.4 Dec.

New orders in manufacturing -0.6 -10.8 Dec. 1.8 -0.4 Dec.

Business loans - Banks 2.2 11.0 Dec. -0.2 1.2 Jan.

Index of stock prices** 1.5 11.4 Jan. 3.2 25.7 Jan.

Households

Retail sales 0.0 2.4 Dec. 0.3 4.4 Jan.

Auto sales -2.3 -2.8 Dec. -6.2 -19.9 Jan.

Total consumer credit*** 0.4 2.4 Dec. 0.5 4.7 Dec.

Housing starts 8.8 5.6 Jan. -3.6 21.4 Jan.

Employment 0.2 1.4 Jan. -0.1 1.3 Jan.

Prices

Consumer price index 0.3 2.4 Jan. 0.1 2.5 Jan.

Producer price index**** 0.1 0.3 Dec. -0.1 2.6 Jan.

Interest rates

Policy rate 1 1.75 1.75 Jan. 1.75 2.50 Jan.

Government bonds - 

(10 years) 1.5 2.0 Jan. 1.8 2.7 Jan.

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
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