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2  CANADIAN GDP EDGED LOWER IN NOVEMBER 

We think much of this slowing will prove transitory, but over varying 

timeframes. 

6 ‘DOVES’ OF A FEATHER 

 Across the G7, central banks are expected to be more dovish about 

raising interest rates amid trade tensions and political uncertainty. 

7  FED’S DOVISH SHIFT CONTINUES WITH TIGHTENING BIAS NIXED 

The Fed noted that “global economic and financial developments 

and muted inflation pressures” call for patience in making future poli-

cy adjustments.  

9  TEASING OUT THE TREND IN CANADA’S ECONOMY  

Transitory issues and energy sector weakness weighed on growth 

around the turn of the year but slower growth in housing and rate-

sensitive consumer spending have also been factors. 

13  A STEP IN THE RIGHT DIRECTION FOR CANADIAN HOME SALES 

Resales picked up in January but activity was mixed across local mar-

kets, with only half seeing an increase in activity month-over-month.  
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CURRENT TRENDS 
Paul Ferley, Nathan Janzen, Josh Nye 

HIGHLIGHTS 

▲ Canadian GDP fell 0.1% in Novem-
ber. That was the second decline in 
three months, leaving year-over-year 
growth at 1.7%. 

▲ Employment jumped 66.8k in Janu-
ary, which was up strongly from the 
7.8k recorded in December. 

▲ Canadian retail sales fell nearly 1% 
in November from the previous month.  

▲ Canadian housing starts eased to 
208k in January from 214k in Decem-
ber.  

▲ Canada’s trade deficit widened to 
$2.1 billion in November from $0.9 
billion in October. 

▲ Canadian inflation unexpectedly 
rebounded to 2.0% in December.  

CANADIAN GDP EDGED LOWER IN NOVEMBER 

LATEST AVAILABLE:  NOVEMBER 

RELEASE DATE: JANUARY 31, 2019 

November’s GDP release was pretty much as expected, coming in 

on consensus with a 0.1% decline. Even the details were fairly pre-

dictable—manufacturing, wholesale and retail trade slowed (as 

flagged in earlier reports) and transportation and warehousing ac-

tivity was down for a second consecutive month as the Canada 

Post strike continued through nearly all of November. Oil and gas 

extraction fell due to weather-related disruptions on the East Coast 

(there were also reports that oil companies began curtailing pro-

duction amid steep discounts on Western Canadian oil). We think 

much of this slowing will prove transitory, but over varying 

timeframes. Weakness in the transport sector will have reversed in 

December as labour disruptions ended. A slowdown in the energy 

sector will last a bit longer. Drilling activity was down in December 

and larger mandated production cuts will have weighed on oil out-

put in January. The Alberta government just announced that pro-

duction cuts will start to ease back in February and March, which 

should relieve some of the downward pressure on activity. But that 

won’t be enough to salvage first quarter growth.  
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CANADIAN JANUARY EMPLOYMENT BOUNC-

ES BACK  

LATEST AVAILABLE: JANUARY 

RELEASE DATE: FEBRUARY 8, 2019 

Employment jumped 66.8k which was up strongly from the 

7.8k recorded in December and market expectations of a 

5k increase. The solid increase in employment did not pre-

vent an unexpectedly large 0.2 percentage point jump in 

the unemployment rate to 5.8% as it was outpaced by an 

even larger 104k surge in the labour force. Wage growth for 

permanent employees did rise to 1.8% in January from 

1.5% in December though this is still indicative of flat real 

wages despite the low unemployment rate. 

 

 

 

 

 

 

 

CANADIAN RETAIL SALES FELL IN NOVEM-

BER, CONTINUING A SOFT H2/18 

LATEST AVAILABLE: NOVEMBER 

RELEASE DATE: JANUARY 23, 2019 

Canadian retail sales were slightly weaker than expected in 

November, falling nearly 1% from the previous month. As 

anticipated, lower nominal sales at auto dealers and gaso-

line stations were restraining factors (the latter price-

related). Outside those two sectors, retail spending edged 

up 0.2%—just a touch slower than we thought. But overall 

sales volumes were down in the month and effectively flat 

relative to a year earlier. The second half of 2018 (at least 

through November) was a tough stretch for retailers, with 

consumers cutting back on purchases of durable goods in 

particular.  
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CANADIAN HOUSING STARTS DIPPED TO 

208K IN JANUARY 

LATEST AVAILABLE:  JANUARY 

RELEASE DATE: FEBRUARY 8, 2019 

Canadian housing starts eased to 208k in January from 

214k in December.  That is still a solid level to kick off 

2019, down only slightly from the 213k total last year.  

Single-unit starts continue to drift lower but multi-unit 

starts have continued to trend higher, and inched up 

0.7% in January.  New building activity has yet to follow 

home resales significantly lower — and there appears 

to be more strong building activity in the pipeline with 

permit issuance running at a 240k per month annual-

ized rate in Q4 2018. Housing starts typically follow re-

sales with a lag, though.    

 

 

 

 

 

 

 

DROP IN EXPORTS INCREASED CANA-

DA’S TRADE DEFICIT IN NOVEMBER 

LATEST AVAILABLE: NOVEMBER 

RELEASE DATE: JANUARY 8, 2019 

Lower oil prices accounted for part but not all of the 

widening in the trade deficit to $2.1 billion in November 

from $0.9 billion in October.  Most of a 9.2% drop in 

energy exports was accounted for by a pull-back in 

prices, although volumes were also down 1.1% likely in 

part due to the beginning of price-related cutbacks to 

Alberta oil production late last year.  Export volumes 

also declined ~ 1½% excluding energy products, 

though, reflecting relatively broadly-based softness 

across product type.  Machinery and equipment imports 

increased again — a negative for the trade deficit but a 

positive sign that businesses in Canada are continuing 

to invest. 
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CANADIAN INFLATION SURPRISED TO THE 

UPSIDE IN DECEMBER  

LATEST AVAILABLE: DECEMBER 

RELEASE DATE: JANUARY 18, 2019 

Canadian inflation unexpectedly rebounded to 2.0% in De-

cember. Expectations were for the headline rate to hold 

steady at 1.7%, but a significant jump in airfares 

(methodology changes have made this component ex-

tremely volatile over the last six months) added a surprising 

0.3 percentage points to the annual growth rate. Energy 

prices were a major factor in inflation spending much of 

2018 above the BoC’s 2% target. But that dynamic has 

been flipped on its head thanks to a sharp decline in oil pric-

es toward the end of last year. We expect inflation will be 

held below 2% for the better part of 2019 as oil prices aren’t 

likely to climb back to the $70/bbl range seen in May 

through October 2018.  
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Latest 

month

Previous 

month

Year 

ago

Real GDP Nov -0.1 1.7

Industrial production Nov -0.3 1.8

Employment Jan 0.4 1.8

Unemployment rate* Jan 5.8 5.9

Manufacturing

     Production Nov -0.5 1.1

     Employment Jan -0.3 -1.6

     Shipments Nov -1.4 2.7

     New orders Nov -2.9 4.9

     Inventories Nov -0.6 9.7

Retail sales Nov -0.9 0.5

Car sales Nov -3.2 -8.0

Housing starts (000s)* Jan 208.0 217.3

Exports Nov -2.9 4.4

Imports Nov -0.5 2.4

Trade balance ($billlions)* Nov -2.1 -3.1

Consumer prices Dec -0.1 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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Risk appetite was back in January 

with equity markets recovering 

nicely from December’s swoon 

and corporate spreads coming off 

recent highs. But government 

bonds held their ground with 10-

year US Treasury yields ending 

the month slightly lower, even as 

rising oil prices put upward pres-

sure on inflation expectations. 

The same was true across the 

G7. The common thread was an 

expectation that central banks are 

becoming more dovish about rais-

ing interest rates when trade tensions and political uncertainty appear to be taking their toll on the global econo-

my. That wasn’t just idle speculation on the part of investors—the Fed shifted to a neutral bias in January as a 

number of “cross-currents” have weakened the case for further tightening. Markets now indicate the Fed’s next 

move is more likely to be a rate cut than a hike. The Bank of Canada didn’t sound as dovish but their softened 

tightening bias suggests a pause in rate hikes that will extend through the first half of this year. The European 

Central Bank and Bank of England, both watching their economies lose momentum toward the end of last year, 

seemed to endorse a more gradual removal of accommodation. And in a shift from last year, the Reserve Bank of 

Australia is now saying their next move is just as likely to be a rate cut as it is a hike. 

The next few months will be key in shaping the path of monetary policy. US-China trade talks face a soft deadline 

of March 1, while the UK is due to exit the EU on March 29—deal or no deal. There is a possibility that these 

deadlines are punted by a few months, particularly for Brexit. That could mean heightened uncertainty extending 

through the first half of 2019. Our forecast still looks for rate hikes from the Fed, BoC, BoE and ECB this year. But 

it appears central banks will want some clarity on these major issues before increasing rates any further. 

‘DOVES’ OF A FEATHER 

FINANCIAL MARKETS 

Josh Nye 

 

 

“The common thread was an expectation that central 

banks are becoming more dovish about raising interest 

rates when trade tensions and political uncertainty appear 

to be taking their toll on the global economy.” 
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FINANCIAL MARKETS 

What a change in tone we’ve seen 

from the Fed in just six weeks. Despite 

market volatility and global growth 

concerns, they were confident enough 

in the economic outlook to continue 

raising interest rates in December. 

That move was softened by a watered

-down tightening bias and a commit-

ment to keep an eye on global and 

financial risks, but that did little to pla-

cate jittery investors who continued to 

unload risk assets. Cue a more cau-

tious, market-friendly tone early this 

year that emphasized a patient, data 

dependent approach to further tighten-

ing. We assumed that would be the 

message at their January meeting as 

well, and indeed the statement noted 

“global economic and financial devel-

opments and muted inflation pres-

sures” call for patience in making future policy adjustments. But that last part was a surprise—“adjustments” im-

plying the next interest rate move could be up or down. The Fed appears to have abandoned their tightening bias 

despite expecting continued economic expansion as their base case. 

When asked what prompted this change in tack, Chairman Powell pointed to a number of “cross-currents” that 

suggest risk of a less favourable outlook. Those include signs of slowing global growth (particularly in Europe and 

China), persistent uncertainty over trade policy, tighter financial conditions, and a government shutdown that will 

impact Q1 growth (and hasn’t been definitively resolved). He also noted inflation trends and financial stability 

risks don’t point to a pressing need for tighter monetary policy. Summing things up, Powell said the case for rais-

ing rates has weakened. Markets liked the Fed’s dovish tone, as well as their more flexible approach to balance 

sheet normalization. After saying in December that balance sheet runoff is effectively on “automatic pilot,” the 

FOMC is now prepared to adjust the details for completing normalization in light of “economic and financial devel-

opments.” Powell also confirmed the Fed will continue to operate with a large balance sheet going forward, 

meaning ‘quantitative tightening’ could be completed by the end of this year. 

SO ARE THEY DONE RAISING INTEREST RATES? 

It certainly appears the bar to further tightening has been raised. So what will we need to see to get the two inter-

est rate hikes assumed in our forecast? An easing of Chairman Powell’s ‘cross-currents’ will be key. It’s difficult 

to say whether US-China trade tensions will be resolved—comments surrounding high-level talks have been fair-

ly positive, but negotiators say the two sides are still far apart. China will likely stand their ground on some of the 

US’s key trade irritants, but they at least seem willing to give President Trump a few ‘wins,’ like pledging to in-

crease imports of US soybeans and other products. A similar strategy worked for Canada and Mexico in last 

FED’S DOVISH SHIFT CONTINUES WITH TIGHTENING BIAS NIXED 

Josh Nye 

▲ The Fed unexpectedly dropped their tightening bias in January. 

▲ Chairman Powell pointed to a number of “cross-currents” that  

have weakened the case for further rate hikes. 

▲ An easing in global trade tensions could go a long way in reducing 

downside risks to the outlook.  

▲ Domestic data, particularly inflation, will have to make the case for 

further rate increases.  

HIGHLIGHTS 
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year’s Nafta negotiations. A truce between the world’s two largest economies could help reverse some of the slowing 

in the global industrial sector seen over the second half of 2018. It would also boost market sentiment, which has 

become key to the Fed’s reaction function. But the situation could also deteriorate. An escalation of tariffs (either 

through higher rates or greater product coverage) would reinforce the recent decline in manufacturing sentiment and 

put renewed pressure on equities. The US’s self-imposed deadline for trade talks is March 1, so the Fed could be 

looking at a changed set of cross-currents—for better or worse—at their next meeting. 

While global developments will be watched closely, it goes without saying that domestic indicators will be important 

for the data dependent Fed. Surveys have shown some deterioration in sentiment, but the bits of hard data that 

weren’t delayed by the government shutdown have been generally positive. Most significantly, the US economy con-

tinued to add jobs at a solid clip in recent months, including a gain of more than 300,000 in January. That suggests 

that while business sentiment has softened, firms are still confident enough in their own prospects to bring on new 

workers. And it’s hard to see the recent decline in consumer confidence extending when jobs are plentiful, unem-

ployment is low and wages are trending higher. We’re still waiting on a number of data points to see how the US 

economy was performing around the turn of the year, but what we have so far suggests the Fed’s base case of on-

going expansion and low unemployment remains on track.  

Inflation developments will also be central to the Fed’s deliberations. Powell’s comments suggest that with fed funds 

close to its neutral range, policymakers are wary of continuing to raise rates in anticipation that tighter policy is need-

ed to keep price pressures in check. They want to see a need for further moves. While headline inflation is set to 

spend most of this year below 2% due to lower energy price, core readings should continue to drift higher amid ca-

pacity pressures and rising wages. That process has been slow to unfold, but we see underlying inflation moving up 

toward 2.5% over the course of 2019. We think the combination of above-trend growth and above-2% inflation will be 

enough to convince the Fed that a little more tightening is needed. Our forecast calls for rate hikes in June and De-

cember this year. 
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FINANCIAL MARKETS 

Canadian GDP fell 0.1% in November 

as rotating Canada Post strikes 

weighed on transport activity, adding 

to an already-soft month for the manu-

facturing, wholesale and retail sectors. 

The impact of labour disruptions 

should have reversed in December, 

but we think the energy sector stepped 

in as a new source of weakness. Drill-

ing activity fell 30% toward the end of 

last year as oil producers responded 

to lower global prices, sharp discounts 

on Canadian crude, and production 

cuts ordered by the Alberta govern-

ment. With storage levels beginning to 

normalize and price differentials nar-

rowing, mandatory curtailments are 

already being eased. But that won’t 

stop lower energy output from exerting 

a drag on Canada’s economy early 

this year. We are with the Bank of Canada in expecting GDP growth will average just over 1% annualized in 

Q4/18 and Q1/19. 

Much of this soft patch can be blamed on the energy sector or transitory issues, but rising interest rates and reg-

ulatory tightening are also having an effect. Last year was the slowest for home resales since 2012 and some 

markets (particularly Vancouver) have yet to fully stabilize. Meanwhile, retail sales have leveled off with housing-

related and rate-sensitive purchases taking a hit. Households can no longer be relied upon to do the heavy lift-

ing—like the Bank of Canada, we view business investment and exports as key contributors to growth this year. 

That means we’re watching closely for any sign of energy sector spillover into the broader economy, or weak-

ness related to slowing global growth and trade uncertainty. Manufacturing sentiment has declined and activity in 

the sector has been close to flat in recent months—potentially a sign that the rollover in global industrial produc-

tion and trade growth is hitting Canadian producers. If that trend continues, it would jeopardize a return to at- or 

slightly-above-potential GDP growth later this year. But as the BoC has been keen to point out, there are two-way 

risks around trade policy. Any easing in US-China tensions would reduce a key source of uncertainty, and could 

put the global industrial sector back on an upward trend. 

WILL THE BOC ECHO THE FED’S DOVISH MESSAGE? 

Recall that the Bank of Canada also softened their tightening bias in early-January, saying they expect interest 

rates will have to rise to a neutral level “over time” to keep inflation on target. Might they follow the Fed and aban-

don that forward guidance altogether? We don’t think so. Fed funds is now close to most neutral estimates but 

the BoC’s overnight rate remains 75 basis points below its assumed neutral range. And while the Fed wants to 

see a need to raise rates further, the BoC continues to note that monetary policy must be forward-looking. We 

TEASING OUT THE TREND IN CANADA’S ECONOMY  

Josh Nye 

▲ Transitory issues and energy sector weakness weighed on growth 

around the turn of the year…   

▲  …but slower growth in housing and rate-sensitive consumer 

spending have also been factors. 

▲  Exports and business investment are expected to support the Ca-

nadian economy this year, so we’re watching closely for any impact 

from trade tensions and global growth concerns. 

▲  We think the BoC will maintain their tightening bias despite the 

Fed sounding less confident in further rate hikes. 

HIGHLIGHTS 
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expect they’ll hold off on raising rates over the first half of the year, watching global developments and the economy’s 

reaction to lower oil prices. But assuming this current soft patch is just a “detour” and the non-energy economy re-

mains near full capacity, we think the BoC will want to tighten policy somewhat further to defend their 2% inflation tar-

get. We look for them to raise rates twice over the second half of 2019, leaving the overnight rate at 2.25%—close to 

where fed funds is today. 
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FINANCIAL MARKETS 

The closer we get to the March 29 Brex-

it deadline without a Parliament-

approved deal, the more UK business 

sentiment falters. GDP growth slowed 

to a 0.2% pace in Q4/18 from an aver-

age pace of 0.5% in the prior two quar-

ters, and early indications are Q1/19 

won’t be much better. Outside of the 

immediate post-referendum decline, 

January’s composite PMI was the low-

est in six years. Labour market data 

have been a bright spot—job growth 

picked up nicely in the three months to 

November—but that momentum ap-

pears to have faded more recently. Em-

ployment sub-indices in both the manu-

facturing and services PMIs dipped be-

low 50 in January, suggesting firms 

have halted hiring until Brexit uncertain-

ty is resolved. When might they get 

some clarity? Prime Minister May has gone back to the EU in an attempt to  renegotiate the controversial Irish border 

backstop. However, EU negotiators have ruled out reopening the agreement, making it unlikely May will be able to 

return to Parliament with the desired changes. The whole process will have put the UK two weeks closer to Brexit 

without any substantive progress toward a palatable deal. That delay raises the risk of a no-deal Brexit, though our 

central assumption remains for a short extension of the Article 50 deadline that will ultimately allow for an agreement 

to be reached. Unsurprisingly, the Bank of England continues to wait on the sidelines to see how all of this unfolds. In 

February they maintained a bias for ‘limited and gradual’ rate hikes though that comes with the caveat of an assumed 

smooth Brexit transition. 

EURO AREA SLOWDOWN EXTENDING INTO EARLY 2019 

The euro area’s loss of momentum extended through the end of last year with the another sub-trend 0.2% increase in 

GDP in the fourth quarter. France recorded a 0.3% gain though domestic demand was flat and a sharp decline in 

business sentiment in recent months (driven in good part by civil unrest) suggests a slow start to 2019. Italy saw a 

0.2% decline in Q4/18 GDP, entering a technical recession for the third time in a decade (the prior two were certainly 

more than ‘technical’). We think Germany avoided that fate despite another quarterly decline in industrial production. 

Survey readings suggest the country’s manufacturing woes continued early this year, though improvement on the ser-

vices side raises hopes that spillover into the broader-economy will be limited. Of the currency bloc’s largest econo-

mies, Spain remains the lone bright spot. 

Will this slowdown continue in 2019? Certainly there have been some idiosyncratic issues (Germany’s auto sector, 

France’s protests, Italy’s political drama) weighing on growth that have either been resolved or are unlikely to persist. 

But it also looks like the loss of momentum globally is weighing on euro area exporters, who are more exposed to 

UK ECONOMY STUMBLING TOWARD MARCH 29 

Josh Nye 

▲ The UK’s January PMIs point to an economy with limited momen-

tum to start 2019. 

▲ Euro area GDP growth averaged 0.2% in H2/18, half the pace 

seen in H1. Some of that slowing reflects transitory factors. 

▲ The currency bloc’s loss of momentum appears to have extended 

into early 2019 with French and Italian PMIs remaining below 50. 

▲ Our forecast now assumes the RBA will keep the cash rate steady 

through next year. 

 

HIGHLIGHTS 
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emerging markets than some of their advanced economy counterparts. Our forecast now assumes growth will remain 

soft over the first half of the year—GDP gains in a 0.2-0.3% range, down from 0.4% previously—before recovering 

somewhat over the second half when transitory factors have faded and there is a bit more clarity (hopefully) on trade. 

We think the ECB will also revise down their growth projections at their next meeting in March. There is also potential 

for the central bank to push back their forward guidance on how long interest rates will be held at current levels, though 

reports suggest they might hold off for now. Either way, the risk around our forecast for gradual rate hikes to begin in 

the second half of this year is skewed toward a later start to tightening. 

RBA SHIFTS TO NEUTRAL AND WE DROP OUR CALL FOR HIKES 

RBA Governor Lowe presented a much more neutral stance in his first speech of the year, noting that the likelihood of 

scenarios that would call for a higher cash rate was now balanced by scenarios that might require a cut. Last year’s 

refrain that the next move was more likely to be up than down is no longer appropriate given uncertainty surrounding 

global growth and less-than-robust domestic conditions (including a weakening housing market and lingering labour 

market slack). We have said for some time that the RBA was likely to remain on hold well into 2019, with limited tight-

ening expected to follow. But with G7 central banks now sounding more cautious, and given Australia’s greater expo-

sure to global developments (particularly China) our base case now assumes the cash rate will be held at 1.50% 

through 2020. A reduction in trade tensions, greater global growth momentum, and hawkishness from other central 

bankers would reignite prospects of rate hikes, while softening in the domestic labour market would be a catalyst to 

move rates lower.  
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A STEP IN THE RIGHT DIRECTION FOR CANADIAN HOME SALES 

 Resales picked up to start the year: After declining throughout the fourth quarter of 2018, home sales 

rose a solid 3.6%  in January. But activity was mixed across local markets, with only half seeing an increase 

in activity month-over-month. 

 Vancouver’s slowdown stalled in January: A modest 1.2% increase in resales was a welcome im-

provement after sizeable declines in November and December. But it’s too early to say the market has found 

its footing and prices are trending lower. 

 Toronto market appears to have stabilized: Resales rose over the last two months and were up slight-

ly relative to a year ago. Market conditions are more balanced than we’ve seen in years. 

 Ottawa and Montreal are the new hotspots: Both saw an unexpected decline in sales in December but 

more than made up for it in January. Resales were up by double digits from a year earlier and prices continue 

to trend higher. 

 Energy sector woes showing up in Alberta: Resales declined in many of the province’s local markets 

and prices in Edmonton and Calgary are falling. 

 Adjustment to higher rates and stress tests continues: Those factors took a bite out of resales last 

year resulting in much more subdued price growth. A positive start to 2019 doesn't mean the adjustment is 

complete—we expect very modest growth in sales and prices this year. 

 

CANADIAN HOUSING LOOKING A BIT BETTER TO START 2019 

The latest statistics indicate a positive start to the year for Canadian housing. At the national level, resales rose 

3.6% to 462,000 annualized units in January. That retraced a good portion of the 4.3% cumulative decline seen 

in the final three months of last year. Year-over-year price growth continued to slow, even as supply/demand 

conditions are leaning slightly toward sellers. Not all markets are created equal, though. Western Canada is un-

derperforming amid renewed difficulties in the energy sector and an ongoing correction in Vancouver housing. 

Toronto seems to have stabilized at a lower level while major markets to its east, Ottawa and Montreal, are in the 

midst of a nice upswing. Markets are adjusting to regulatory tightening and rising interest rates at their own pace, 

with relative affordability and the strength of the local economy key factors behind renewed divergence in Cana-

dian housing. 

 

CURRENT ANALYSIS 
JOSH NYE 
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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 1.5 2.3 1.2 1.5 1.7 1.7 1.5 1.5 1.4 1.4 1.4 1.4 3.6 2.2 1.6 1.4

Durables 1.4 0.6 -2.7 0.7 1.6 1.3 1.0 1.0 0.5 0.5 0.5 0.5 7.1 1.7 0.7 0.7

Semi-Durables 0.4 2.6 5.9 1.2 1.5 1.5 1.5 1.5 1.4 1.4 1.4 1.4 3.1 1.9 2.0 1.4

Non-durables 0.5 1.0 1.7 1.0 1.8 1.7 1.5 1.5 1.4 1.3 1.3 1.3 2.7 1.7 1.5 1.4

Services 2.0 3.3 1.4 2.0 1.8 1.8 1.7 1.6 1.6 1.6 1.6 1.6 3.3 2.6 1.8 1.6

Government expenditures 3.3 2.7 1.8 2.5 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.1 2.9 2.1 2.0

Residential investment -7.9 -0.1 -5.9 -3.0 -2.6 -0.4 -0.8 1.1 1.0 1.6 2.4 2.7 2.4 -1.2 -2.1 1.1

Business investment 13.0 1.0 -7.1 -0.2 2.4 5.0 6.0 6.0 4.0 3.0 3.0 3.0 2.5 4.8 1.7 4.3

Non-residential structures 5.7 0.3 -5.2 -3.0 2.0 5.0 6.0 6.0 4.0 3.0 3.0 3.0 1.1 2.9 1.3 4.3

Machinery & equipment 25.5 2.0 -9.8 4.0 3.0 5.0 6.0 6.0 4.0 3.0 3.0 3.0 4.7 7.9 2.4 4.3

Final domestic demand 2.2 1.8 -0.1 1.3 1.6 1.9 1.9 2.0 1.8 1.7 1.7 1.7 3.1 2.4 1.5 1.8

Exports 2.3 13.0 0.9 1.0 2.1 3.0 2.5 2.5 3.5 2.2 2.0 2.0 1.1 3.1 2.6 2.6

Imports 4.7 5.9 -7.8 0.7 3.9 3.0 2.8 2.8 2.6 2.0 2.0 2.3 4.2 3.2 1.5 2.5

Inventories (change in $b) 16.6 13.5 6.6 5.0 7.0 8.0 8.7 7.7 7.5 7.5 7.5 7.5 17.6 10.4 7.9 7.5

Real gross domestic product 1.7 2.9 2.0 1.1 1.3 2.1 1.9 1.7 2.0 1.7 1.7 1.6 3.0 2.0 1.7 1.8

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

Business and labour 

Productivity -0.3 0.2 0.9 0.4 0.3 0.1 0.2 0.7 1.2 1.1 1.1 1.1 1.7 0.3 0.3 1.1

Pre-tax corporate profits -1.4 2.9 8.8 1.6 -1.6 -4.0 -6.4 0.7 4.6 4.4 3.4 1.8 20.1 3.0 -2.9 3.5

Unemployment rate (%)* 5.8 5.9 5.9 5.6 5.8 5.8 5.9 5.9 5.9 5.9 6.0 6.0 6.3 5.8 5.9 6.0

Inflation

Headline CPI 2.1 2.3 2.7 2.0 1.3 1.5 1.5 2.0 2.4 2.6 2.5 2.3 1.6 2.3 1.6 2.4

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

External trade

Current account balance ($b) -69.3 -66.7 -41.4 -58.0 -68.0 -68.5 -63.4 -60.8 -60.3 -56.2 -52.5 -53.8 -60.1 -58.9 -65.2 -55.7

% of GDP -3.2 -3.0 -1.8 -2.6 -3.0 -3.0 -2.8 -2.6 -2.6 -2.4 -2.2 -2.2 -2.8 -2.6 -2.9 -2.4

Housing starts (000s)* 224 218 197 217 208 199 194 193 191 191 192 192 220 213 198.5 191.5

Motor vehicle sales (mill., saar)* 2.11 2.06 2.02 1.98 1.94 1.94 1.94 1.93 1.93 1.92 1.92 1.92 2.08 2.04 1.9 1.9

INTEREST AND EXCHANGE RATES %, END OF PERIOD

Overnight 1.25 1.25 1.50 1.75 1.75 1.75 2.00 2.25 2.25 2.25 2.25 2.25 1.00 1.75 2.25 2.75

Three-month 1.10 1.26 1.59 1.64 1.65 1.65 1.95 2.20 2.20 2.20 2.20 2.20 1.06 1.64 2.20 2.75

Two-year 1.78 1.91 2.21 1.86 2.00 2.15 2.30 2.40 2.35 2.30 2.25 2.25 1.69 1.86 2.40 3.00

Five-year 1.97 2.07 2.34 1.89 2.10 2.30 2.45 2.50 2.45 2.40 2.35 2.30 1.87 1.89 2.50 3.15

10-year 2.09 2.17 2.43 1.97 2.20 2.40 2.55 2.60 2.60 2.55 2.50 2.45 2.04 1.97 2.60 3.30

30-year 2.23 2.20 2.42 2.18 2.40 2.55 2.65 2.70 2.70 2.65 2.60 2.55 2.27 2.18 2.70 3.30

Canadian dollar 1.29 1.31 1.29 1.36 1.33 1.34 1.33 1.33 1.34 1.33 1.31 1.30 1.26 1.36 1.33 1.30

*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 0.5 3.8 3.5 3.2 1.7 2.3 2.3 1.8 1.9 1.9 1.7 1.7 2.5 2.7 2.5 1.9

Durables -2.0 8.6 3.7 4.0 2.2 2.3 2.2 1.6 1.6 1.5 1.2 1.4 6.8 5.5 3.1 1.6

Non-durables 0.1 4.0 4.6 3.5 1.9 2.5 2.4 1.8 1.8 1.8 1.5 1.5 2.1 2.8 2.8 1.9

Services 1.0 3.0 3.2 3.0 1.6 2.3 2.3 1.8 2.0 2.0 1.9 1.8 2.0 2.2 2.4 2.0

Government spending 1.5 2.5 2.6 2.0 0.3 3.7 2.4 2.0 1.0 0.5 0.5 0.5 -0.1 1.6 2.0 1.3

Residential investment -3.4 -1.4 -3.5 -1.0 2.0 5.1 4.1 2.2 1.7 1.2 2.0 1.5 3.3 -0.1 1.4 2.2

Business investment 11.5 8.7 2.5 4.8 4.0 3.6 1.6 1.6 2.1 2.5 2.3 2.0 5.3 6.9 3.7 2.1

Non-residential structures 13.9 14.5 -3.4 5.2 4.0 4.0 2.0 2.0 2.5 2.5 2.3 2.0 4.6 5.6 3.5 2.4

Non-residential equipment 8.5 4.6 3.4 4.5 3.5 3.5 0.7 0.7 1.5 2.5 2.3 2.0 6.1 7.3 3.2 1.7

Intellectual property 14.1 10.5 5.6 5.0 4.8 3.6 2.6 2.6 2.5 2.5 2.3 2.0 4.6 7.2 4.6 2.5

Final domestic demand 1.9 4.0 2.9 3.1 1.8 2.8 2.3 1.8 1.8 1.7 1.6 1.5 2.5 2.9 2.6 1.9

Exports 3.6 9.3 -4.9 3.0 1.8 2.8 2.8 2.8 2.8 2.5 2.5 2.5 3.0 4.0 2.0 2.7

Imports 3.0 -0.6 9.3 0.8 2.5 4.2 3.5 3.2 2.3 2.3 2.0 2.0 4.6 4.5 3.3 2.7

Inventories (change in $b) 30.3 -36.8 89.8 50.0 40.0 42.0 42.0 47.0 48.0 52.0 52.0 48.0 22.5 33.3 42.8 50.0

Real gross domestic product 2.2 4.2 3.4 2.5 1.5 2.7 2.2 1.8 1.8 1.8 1.7 1.5 2.2 2.9 2.4 1.9

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

Business and labour 

Productivity 0.9 1.4 1.2 1.7 1.4 0.9 0.8 0.8 1.1 0.8 0.8 0.8 1.1 1.3 1.0 0.9

Pre-tax corporate profits 5.9 7.3 10.4 8.5 7.3 5.2 2.2 2.0 2.2 1.6 1.5 1.2 3.2 8.1 4.1 1.6

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

Inflation

Headline CPI 2.2 2.7 2.6 2.2 1.6 1.8 1.9 2.2 2.4 2.4 2.5 2.3 2.1 2.4 1.9 2.4

Core CPI 1.9 2.2 2.2 2.2 2.1 2.1 2.2 2.4 2.4 2.5 2.5 2.3 1.8 2.1 2.2 2.4

External trade

Current account balance ($b) -487 -405 -499 -483 -479 -493 -511 -524 -524 -532 -538 -537 -449 -468 -502 -533

% of GDP -2.4 -2.0 -2.4 -2.3 -2.3 -2.3 -2.4 -2.4 -2.4 -2.4 -2.4 -2.4 -2.3 -2.3 -2.3 -2.4

Housing starts (000s)* 1317 1261 1234 1265 1285 1315 1325 1325 1330 1330 1340 1340 1208 1269 1313 1335

Motor vehicle sales (millions, saar)* 17.1 17.2 16.9 17.5 17.0 17.1 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 2.75 2.75 3.00 3.00 3.00 3.00 3.00 1.50 2.50 3.00 4.00

Three-month 1.73 1.93 2.19 2.45 2.40 2.65 2.65 2.90 2.90 2.90 2.90 2.90 1.39 2.45 2.90 3.85

Two-year 2.27 2.52 2.81 2.48 2.75 2.95 3.05 3.10 3.10 3.10 3.05 3.05 1.89 2.48 3.10 3.90

Five-year 2.56 2.73 2.94 2.51 2.80 3.00 3.10 3.15 3.15 3.15 3.10 3.10 2.20 2.51 3.15 3.95

10-year 2.74 2.85 3.05 2.69 2.95 3.15 3.25 3.30 3.25 3.25 3.20 3.15 2.40 2.69 3.30 4.00

30-year 2.97 2.98 3.19 3.02 3.20 3.30 3.40 3.45 3.40 3.40 3.35 3.30 2.74 3.02 3.45 4.00

Yield curve (10s-2s) 47 33 24 21 20 20 20 20 15 15 15 10 51 21 20 10

*Quarterly averages, level

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

Annual2018 2019 2020



 

 ECONOSCOPE, © ROYAL BANK OF CANADA 

 

 

 

CANADA - US COMPARISONS
 CURRENT ECONOMIC INDICATORS

FROM 

PRECEDING 

MONTH

FROM 

YEAR AGO

YEAR-TO-

DATE

LATEST 

MONTH

FROM 

PRECEDING 

MONTH

FROM 

YEAR AGO

YEAR-TO-

DATE

LATEST 

MONTH

Industrial production* -0.3 1.8 1.7 Nov. -0.6 3.8 0.1 Jan.

Manufacturing inventory - 

shipments ratio (level) 1.5 1.5 1.4 Dec. 1.4 1.4 1.4 Nov.

New orders in manufacturing -0.8 2.7 1.6 Dec. -0.6 4.1 -0.8 Nov.

Business loans - Banks 1.5 15.8 7.2 Dec. 1.7 9.7 6.8 Dec.

Index of stock prices** 8.5 -2.6 2.2 Jan. 1.6 -6.5 9.6 Jan.

Retail sales -0.9 0.5 4.8 Nov. -1.2 2.3 3.5 Dec.

Auto sales -3.6 -7.0 2.9 Dec. 1.3 -5.0 -8.0 Jan.

Total consumer credit*** -0.1 3.0 4.0 Dec. 0.4 4.7 5.1 Dec.

Housing starts -2.7 -4.3 4.9 Jan. 3.2 -3.6 6.5 Nov.

Employment 0.4 1.8 1.2 Jan. -0.2 1.4 1.6 Jan.

Consumer price index -0.1 2.0 1.5 Dec. 0.0 1.5 1.37 Jan.

Producer price index**** -0.7 2.2 0.9 Dec. -0.7 0.2 0.1 Jan.

Policy rate 1 1.75 1.25 - Jan. 2.50 1.50 - Jan.

90-day commercial paper rates 2.2 1.6 - Dec. 2.6 1.6 - Jan.

Government bonds - 

(10 years) 2.0 2.2 - Jan. 2.7 2.6 - 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

Business

Households

Prices

Interest rates

CANADA US


