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Highlights This Month 

2  CANADIAN JOB GROWTH ENTERS THE STRATOSPHERE 

Employment rose 80k in October, the 12th consecutive monthly in-

crease and the best gain in more than five years.  

6 AFTER A HIGHLY UNUSUAL 2017, WHAT’S IN STORE FOR 

2018? 

2017 will go down as an unusual year with heightened political un-

certainty accompanied by strong financial market performance and 

accelerating global economic growth.  

11  ALL PROVINCIAL ECONOMIES BACK ON THE GROWTH WAG-

ON IN 2018 

For the first time since 2011, all provincial economies are projected 

to grow. 
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CURRENT TRENDS 
Paul Ferley, Dawn Desjardins, Nathan Janzen, Josh Nye 

HIGHLIGHTS 

▲ Canadian Q3 GDP rose 1.7% — 
broadly in line with market expecta-
tions for a 1.6% gain.  

▲ Employment rose 80k in October, 
the 12th consecutive monthly increase 
and the best gain in more than five 
years. 

▲ September retail sales inched up 
0.1% but only because prices rose. 

▲ Housing starts jumped to 252k an-
nualized units in November from 223k 
in October.  

▲ The October trade deficit was down 
sharply from $3.4 billion in September 
— and the average $3.0 billion month-
ly shortfall in Q3.  

▲ The year-over-year increase in all 
items CPI slipped back to 1.4% in Oc-
tober after rising to 1.6% in Septem-
ber. 

GROWTH IN CANADA SLOWED IN Q3 — BUT TO A 

STILL ‘ABOVE-POTENTIAL’ RATE  

LATEST AVAILABLE: SEPTEMBER 

RELEASE DATE: DECEMBER 1, 2017 

Canadian Q3 GDP rose 1.7% — broadly in line with market expec-

tations for a 1.6% gain. Household spending was stronger-than-

expected and business investment rose for a third straight quarter. 

GDP rose 0.2% in September, marking somewhat stronger-than-

expected momentum at the end of Q3. We continue to expect 

GDP growth has moderated from the outsized pace from mid-2016 

to mid-2017 but to a still ‘above-potential’ 2% rate on balance. 
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CANADIAN JOB GROWTH ENTERS THE 

STRATOSPHERE, AND UNEMPLOYMENT 

RATE DROPS  

LATEST AVAILABLE: NOVEMBER 

RELEASE DATE: DECEMBER 1, 2017 

Employment rose 80k in October, the 12th consecutive 

monthly increase and the best gain in more than five years. 

The unemployment rate plummeted to 5.9%, one of only a 

handful of sub-6% readings in the last 40 years. The de-

cline was all employment driven—labour force participation 

was unchanged in November. Wages have accelerated 

sharply in recent months, with a bit of help from higher mini-

mum wages in several provinces. Wage growth picked up 

to 2.7% year-over-year from as low as 0.5% in April. Job 

growth was widespread but led by Ontario, Quebec and 

British Columbia. Unemployment rates declined substantial-

ly in the former two provinces and Quebec’s rate is now the 

lowest on record. 

 

 

 

 

 

CANADIAN RETAIL SPENDING INCHED UP IN 

SEPTEMBER DESPITE LOWER VOLUMES 

LATEST AVAILABLE: SEPTEMBER 

RELEASE DATE: NOVEMBER 23, 2017 

September retail sales inched up 0.1% but only because 

prices rose. Controlling for the impact of prices, sale vol-

umes declined for a third straight month with a 0.6% dip in 

September.  They declined by 1.4% at an annualized rate 

in Q3 as a whole. Volume sales declined 0.6% — a third 

straight monthly drop. Sale volumes dipped lower in Q3 as 

a whole for the first time since Q2 2016. E-commerce sales 

(not all of which are included in the retail sales totals) were 

up 16.7% over the past year ending in September. That 

was much faster than the 6% increase in overall retail sales 

but still down from 40%+ readings in earlier months. 
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CANADIAN HOUSING STARTS UNEX-

PECTEDLY JUMPED IN NOVEMBER 

LATEST AVAILABLE: NOVEMBER 

RELEASE DATE: DECEMBER 8, 2017 

Housing starts jumped to 252k annualized units in No-

vember from 223k in October. November’s reading 

matches the strongest monthly pace in five years. Even 

looking through monthly volatility, the six month trend in 

housing starts hit a cycle high of 226k.  The increase in 

November reflected a jump in multi-unit construction to 

a record high. Single unit starts also increased but only 

partially retraced last month’s decline.  A sharp in-

crease in multi-unit construction in Ontario accounted 

for much of November’s gain. The increase was broad-

ly-based across the province, not just in Toronto. 

 

 

 

 

CANADA’S TRADE DEFICIT SHRANK TO 

$1.5 BILLION IN OCTOBER  

LATEST AVAILABLE: OCTOBER 

RELEASE DATE: DECEMBER 5, 2017 

The October trade deficit was down sharply to $1.5 bil-

lion from $3.4 billion in September — and the average 

$3.0 billion monthly shortfall in Q3.  Export volumes 

rose 1.1% after falling for four straight months.  Ship-

ments of industrial chemicals surged 13.2% higher, as 

US petroleum refineries boosted demand.  Gains were 

also relatively broadly-based outside of that compo-

nent, though.  Non-energy exports increased about 1 

1/2% in October in volume terms but were still down by 

about half a percent from a year ago. Imports were less 

encouraging, falling 1.6% in nominal terms and 3.2% in 

volumes.  The decline is, of course, a positive for the 

net trade balance but could, if sustained, also be a sign 

of slower domestic demand growth. 
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NOTHING TO GET EXCITED ABOUT IN CANA-

DA’S OCTOBER INFLATION NUMBERS 

LATEST AVAILABLE: OCTOBER 

RELEASE DATE: NOVEMBER 17, 2017 

The year-over-year increase in all items CPI slipped back to 

1.4% in October after rising to 1.6% in September. Energy 

prices were responsible for the slowing as gasoline prices 

retraced much of the previous month’s hurricane-related 

increase. Year-over-year inflation excluding food and ener-

gy rose to 1.4% from a three-year low of 1.2% in Septem-

ber. The average of the Bank of Canada’s three preferred 

core measures was unchanged at 1.6% in October. Those 

measures have trended gradually higher from a multi-year 

low of 1.3% in May. 
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Lastest 

month

Previous 

month

Year 

ago

Real GDP Sep 0.2 3.3

Industrial production Sep 0.5 4.0

Employment Nov 0.4 2.1

Unemployment rate* Nov 5.9 6.8

Manufacturing

     Production Sep 0.0 2.5

     Employment Nov 1.7 5.4

     Shipments Sep 0.5 4.6

     New orders Sep -1.7 3.1

     Inventories Sep -0.7 4.2

Retail sales Sep 0.1 6.2

Car sales Sep 1.4 7.1

Housing starts (000s)* Nov 252.2 187.6

Exports Oct 2.7 0.8

Imports Oct -1.6 0.9

Trade balance ($billlions)* Oct -1.5 -1.4

Consumer prices Oct 0.1 1.4

* 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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2017 will go down as an unusual 

year with heightened political un-

certainty accompanied by strong 

financial market performance and 

accelerating global economic 

growth. Uncertainty about US im-

migration, trade and tax policy, 

the early steps toward the Brexit 

negotiations, European elections 

and instability caused by North 

Korea’s missile tests created a 

tense backdrop. Under usual cir-

cumstances, investors would shy 

away from risky assets and con-

sumer and business confidence would soften. Not so in 2017 with the global economy on track to post the strong-

est growth since 2014 and the world stock market headed for a double-digit gain. Further, 2017 is closing out with 

solid momentum teeing up for global growth to stay on this firm growth path in 2018. 

BROAD-BASED GROWTH ACROSS REGIONS AND SECTORS 

The pickup in the global economy reflects activity in a number of countries accelerating backed by favourable fi-

nancial conditions and improving labour markets. 2018’s growth outlook is mixed with Canada likely to post a sol-

id, but slower gain compared to 2017’s robust 2.9% increase. In the US, a strong hand-off from 2017 and solid 

momentum sets up for real GDP to rise 2.5%. The euro-area is also experiencing strong momentum although as 

the Brexit negotiations progress from settling the divorce bill to hammering out the details of the future trade ar-

rangement growth is likely to gear down modestly. The UK economy is likely to bear the brunt of Brexit related 

uncertainty although with monetary policy still very accommodative, we see the odds of severe downturn as low. 

INFLATION - STILL MISSING IN ACTION 

One factor that continues to defy expectations is the absence of inflation outside a currency-induced uptick in the 

UK. The disconnect from strong economic growth, tightening labour markets and prices is complicating the out-

look for monetary policy as most central banks target inflation running at about 2% but few are seeing it.  The Fed 

AFTER A HIGHLY UNUSUAL 2017, WHAT’S IN STORE FOR 2018? 

ECONOMICS AND FINANCIAL MARKETS OUTLOOK 

Craig Wright, Dawn Desjardins, Paul Ferley, Nathan Janzen 

 

 

“Under usual circumstances, investors would shy away from 

risky assets and consumer and business confidence would 

soften.” 
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has been most aggressive in unwinding stimulus but it’s occurred at a glacial pace in part due to the lack of inflation 

pressures but also caution about destabilizing the economy and financial markets. The Fed stepped up the pace of 

rate hikes in 2017 as the economy moved closer to full employment. However elevated equity markets, narrow credit 

spreads and historically low interest rates kept financial conditions easy. We expect the Fed to continue to raise the 

Fed funds target in 2018 as core inflation reaches the 2% target.  

In Canada the BOC reversed the cuts made in 2015 to combat the impact of the rout in oil prices. However after hik-

ing in July and September 2017, the Bank stepped back to monitor the impact of these increases on household fi-

nances while keeping an eye on the NAFTA renegotiation and limited inflation pressures. With the economy main-

taining its strong momentum and the labour market at full employment, we expect inflation to gravitate to the Bank’s 

target in 2018 supporting more rate hikes as the Bank moves to normalize policy.  

Meanwhile with the UK and Euro-area heading into the Brexit negotiating round, uncertainty about the outcome will 

likely result in little action on monetary policy by either the BOE or ECB in 2018. 

 

US ECONOMY STRONG HAND OFF TO 2018 

The US economy hit warp speed in the middle of the year with the momentum easing only slightly in the fourth quar-

ter. The most notable shift in the economy was the return of business investment which was helped by increased 

activity in the energy sector. Outside energy, solid consumer spending and a pickup in exports saw companies bump 

up against capacity limits and invest to meet burgeoning demand. In 2018 businesses will continue to benefit from 

strengthening trend growth, steady oil prices and low financing costs with a prospective corporate tax rate cut also 

teeing up for firms to continue to put money to work. 

US CONSUMERS - IN THEIR HAPPY PLACE 

With job creation running at a solid clip and the unemployment rate dropping to 4.1%, the long-awaited recovery in 

wages got underway in 2017 providing scope for consumers to continue spending in 2018. We anticipate the pace of 

hiring will slow in 2018 as the pool of available workers shrinks. However, with demand likely to hold up, an accelera-

tion in the pace of wage gains will follow. Further, US households have seen their net worth rise materially as asset 

values jumped while debt levels rose only modestly.  US consumers haven’t seen this happy coincidence since be-

fore the Great Recession so 2018 is likely to mark a year of strong spending with firmer housing activity thrown into 

the mix. 

CHANGE IN FED CHAIR DOESN'T CHANGE OUTLOOK FOR POLICY 

We expect the Fed will stay the course in 2018 and gradually raise the policy rate even when Jerome Powell takes 
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over as Chair in February 2018. Powell appears to be cut of the same cloth as Yellen preferring a gradual, consistent 

withdrawal of policy stimulus although will likely have a lighter touch on the regulatory front.  We are maintaining our 

forecast that the Fed will raise the Funds target each quarter in 2018 to end the year at 2.5%. Longer-term yields are 

forecast to rise as the policy rate increases and inflation rears its head (albeit modestly) with the 10-year yield fore-

cast to end the year at 3.3%. In 2019, we expect the Fed to raise the policy rate again to get it closer to its equilibri-

um level resulting in the economy gearing down to run at a trend rate of 1.9%. 

SHIFT IN DRIVERS OF GROWTH IN CANADA UNDERWAY 

Canada's Canada is still on track to be the G-7’s growth leader in 2017 with strong gains early in the year underpin-

ning a 2.9% increase. We expect the economy to gear down in 2018 although still grow faster than the economy’s 

potential growth rate. In 2019, as the impact of higher interest rates take effect, the economy is forecast to slow to 

1.6% - in line with potential. 

The drivers of Canada’s economy are set to shift in 2018. After several years of consumer spending and housing 

activity acting as the main engines of growth, changes to regulations in the housing market and rising interest rates 

are setting up for a moderation in housing resales and ancillary purchases. Government spending will work to take 

up some of the slack as the federal government and several provinces continue their infrastructure spending initia-

tives. Business investment, which started to recover in 2017, is forecast to rise in 2018 with exports making a mild 

contribution on the back of solid global trade flows (in particular stronger demand from the US industrial sector) that 

bump up demand for Canadian goods.  

Investment activity rebounded in 2017 backed by a partial recovery in spending by energy companies. Outside of 

energy, service producers reported increased spending on technology and imports of industrial machinery rose for 

three consecutive quarters. This trend is forecast to continue in 2018 as firms work to expand capacity given utiliza-

tion rates hit a post-recession high in the middle of 2017.  

Canada’s export performance has been mixed with long-term projects coming on line in the oil patch boosting pro-

duction and energy exports.  Non-energy exports however have underperformed.  With global trade volumes up and 

the US industrial sector investing, the door is open for Canadian exports to strengthen somewhat in 2018. This as-

sumes that changes to NAFTA don’t materially come into effect next year. The chances of a successful outcome of 

the talks deteriorated over the first five negotiating rounds. Should NAFTA be rescinded, legal challenges could 

leave tariffs little changed initially though uncertainty about how the trade relationship will evolve would likely weigh 

on confidence and limit investment. (see box below for more details) 

CANADA'S DOLLAR: RANGE-BOUND 

Canada’s currency appreciated in 2017 on a trade weighted basis due to gains versus the US dollar. Excluding the 

US dollar, the currency index fell 1.9%. In 2018, Canada’s dollar will likely continue to be driven by expectations 
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about the path of policy normalization with gains tempered by concerns about NAFTA and competitiveness challeng-

es emanating from US tax reforms. With the Fed expected to be more active than the Bank of Canada in reducing 

policy stimulus in the early part of the year, we expect Canada’s dollar will weaken modestly. This underperformance 

against the US dollar is forecast to be short-lived with the Bank returning to rate hike mode early in the second quar-

ter and oil prices expected to be range-bound for much of next year. On net, our forecast is that Canada’s currency 

will trade between 75 US cents and 80 US cents in 2018. 

CANADA'S HOUSING MARKET FINALLY CAPITULATES  

Canada’s housing market entered into the early phase of a prolonged cooling process in mid-2017. Sales activity fell 

from 2016’s record pace after a suite of policy measures by federal authorities and provincial governments in British 

Columbia and Ontario were implemented aimed at cooling some of the country’s overheated markets.  We expect 

rising interest rates will drive the next phase of the correction in 2018 as higher rates add to strained affordability in 

major markets that ultimately tamps down on homebuyer demand. The risk of a full-blow housing market crash oc-

curring in 2018 is low in our opinion. The majority of housing markets are in balanced condition and expected to re-

main so in 2018. This will maintain some degree of support for home prices which are forecast to rise again in 2018 

albeit at a considerably slower pace.  

LABOUR MARKET HEATING UP 

Canada’s economy generated a stellar 344,000 jobs with only one month to go in 2017. This blockbuster pace ri-

valled the gain recorded over the same period in 2007 in the heady times before the Great Recession. Full-time em-

ployment grew and the unemployment rate dipped to a cycle low of 5.9% in November. The strong performance in 

job creation finally hit the trip wire for wages with the Bank of Canada’s favoured measure accelerating for five 

months running (notably October included the impact of minimum wage hikes in some provinces) and pushed the 

annual rate of increase to a 19-month high of 2.7%. These gains should allay some of the bank’s concerns about 

slack in the labour market.  

BANK OF CANADA – WATCHING AND WAITING  

The bank also expressed concern about the economy being more sensitive to higher interest rates given the run-up 

in household debt. By our reckoning, increases in mortgage rates will have approximately double the impact on 

household budgets today that they did 15 years ago.  That said, the persistent improvement in labour market condi-

tions sets up for an acceleration in income growth in 2018 which should mitigate some of the pressure. In the near 

term, the bank is likely to maintain a cautious stance and leave the overnight rate at 1.0%. However with the econo-

my forecast to stay on its current path, higher rates will be required to prevent  the economy from overheating and 

pushing inflation above the Bank’s 2% target and inflation expectations along with it. Additionally, reducing policy 

accommodation will help curb further debt accumulation addressing concerns about financial sector vulnerabilities.  
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While the bank will likely sit on the sidelines for the next couple of months to assess the impact of its recent moves, 

we expect more hikes will come in 2018 and forecast the overnight rate will end the year at 1.75%.   

U.S. Tax Reform 

Tax reform in the U.S. made surprisingly quick progress late in 2017 and although negotiations are still ongoing, there are $1½ tril-

lion worth of cuts currently being contemplated. The economic impact of tax cuts in part depends on how much of the savings will 

be spent by individuals and corporations. The Congressional Committee on Taxation suggests that about half of the planned person-

al and corporate tax cuts will ultimately go to households making more than $200k per year in other words higher income house-

holds that typically spend less of tax savings.   

The current reforms would add about a trillion dollars to the already high and growing national debt over the next decade.  “Fiscal 

hawks” in Congress – if they can still be called that – could demand either a reversal of these tax cuts over time or significant ex-

penditure cuts. How this plays out will make a material difference to the impact of the reforms on the economy.  As it stands, the 

current proposal could add 0.5 ppt to economic growth over the next two years. For now, we have assumed a 0.2 ppt add to growth 

in our forecast for 2018-2019 and will adjust as details of the package are finalized.   

The Impact of NAFTA negotiations on Canada’s economic outlook 

The NAFTA negotiations have not gone well and the chances that President Trump will give the required six-month notice that the 

U.S. will withdraw from NAFTA sometime in the first half of next year have risen. That said, any withdrawal plans could get bogged 

down in court challenges and protracted political wrangling within the U.S. meaning NAFTA could potentially remain in effect in the 

intervening period. 

What would replace NAFTA is unclear.  Possibilities range from relatively benign scenarios where NAFTA effectively reverts back to 

a bilateral free trade agreement between Canada and the U.S. Alternatively a reversion to World Trade Organization tariff rates 

would have a negative but manageable impact on the economy as a whole – albeit with a more concentrated impact on industries 

that trade a lot across the Canada/U.S. border.  More extreme but lower probability outcomes could see the U.S. impose dramatic 

tariff hikes on particular industries.     

We treat the potential for tariff hikes next year largely as a downside risk in our forecast. Uncertainty about how the negotiations 

play out is likely already negatively impacting business investment. We expect business investment to rise in 2018 although have 

pared back our forecast due to the uncertainty created by the negotiations.  
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All coming together: For the first 

time since 2011, all provincial 

economies are projected to grow. 

Energy sector recovery: Still 

central to oil-producing provinces’ 

improving outlook. A new offshore 

oil platform will bring a big boost 

in Newfoundland and Labrador.  

Strong labour markets: Will be 

both a source and manifestation 

of vigour in British Columbia, 

Manitoba, Ontario and Quebec. 

Challenging demographics: To 

weigh on growth in Atlantic Canada. The winding down of major capital projects also will be a restraining factor in 

the region. 

BROAD BASED, YES, BUT PROVINCIAL GROWTH GENERALLY EXPECTED TO 

SLOW… 

We project all provincial economies to grow in 2018. The last time a fully synchronized year of growth occurred 

across provinces was in 2011. Yet we expect a slowing of the pace relative to 2017 for most provinces. This 

would reflect a number of factors. In many cases, including British Columbia, Ontario, Manitoba and Quebec, eco-

nomic slack has diminished considerably following long periods of expansion, making it harder to repeat 2017’s 

rapid growth rates. The attendant strength nationally is expected to prompt the Bank of Canada to hike its over-

night rate three times in 2018—raising it to 1.75% by the end of the year—which will temper interest rate-sensitive 

sectors across the country. In Atlantic Canada, demographic issues and the winding down of major capital pro-

jects will be a restraining factor. For its part, Alberta will enter a slower stage of its recovery after rebounding 

strongly in 2017. RBC’s forecast for a very gradual rise in oil prices would be insufficient to re-ignite capital spend-

ing on major new projects in the province.  

 

ALL PROVINCIAL ECONOMIES BACK ON THE GROWTH WAGON IN 2018 

PROVINCIAL OUTLOOK 

Paul Ferley, Robert Hogue, Gerard Walsh 

 

 

 

“The last time a fully synchronized year of growth occurred 

across provinces was in 2011.”  
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…EXCEPT IN SASKATCHEWAN AND NEWFOUNDLAND AND LABRADOR 

We expect that two provinces will buck the trend and grow faster in 2018 than they did in 2017. Assuming that crop 

conditions improve next growing season, Saskatchewan’s economy should benefit from a rebound in its agricultural 

sector. Further expected recovery in its oil and gas, and mining sectors also will contribute to a quickening pace. In 

Newfoundland and Labrador, the ramping up of oil production at the newly completed Hebron offshore platform will 

almost single-handedly return the provincial economy in growth to 2018. We expect that the rise in oil production will 

more than offset a drop in capital spending and weakness in other sectors of the economy.  
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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 2016 2017 2018 2019

Household consumption 3.7 5.0 4.0 1.7 1.5 1.4 1.4 1.5 1.4 1.3 1.3 1.4 1.9 3.6 2.1 1.4

Durables 11.0 9.8 4.2 1.0 1.5 1.3 1.3 1.3 1.3 1.2 1.2 1.1 2.8 7.2 2.2 1.3

Semi-Durables 2.6 8.5 2.1 1.8 1.4 1.3 1.4 1.5 1.4 1.2 1.4 1.4 3.1 3.8 2.0 1.4

Non-durables 2.2 6.5 1.6 2.0 1.4 1.3 1.3 1.5 1.4 1.3 1.3 1.4 0.5 2.9 1.8 1.4

Services 2.8 2.9 5.3 1.8 1.7 1.5 1.5 1.6 1.4 1.4 1.3 1.4 2.2 3.1 2.1 1.4

Government expenditures 1.0 4.0 3.0 1.5 2.5 2.5 2.5 2.5 2.0 2.0 2.0 2.0 0.7 1.8 2.5 2.2

Residential investment 11.7 -3.6 -1.4 5.5 -0.4 -6.0 -6.9 -5.4 -1.2 0.8 2.0 2.0 5.6 2.9 -1.9 -2.1

Business investment 10.6 8.2 3.7 1.4 2.8 2.8 2.3 2.1 2.0 2.0 2.0 2.0 8.6 1.4 2.9 2.1

Non-residential structures 0.5 9.1 2.2 3.0 2.8 2.8 2.5 2.2 2.0 2.0 2.0 2.0 12.4 -1.1 3.1 2.1

Machinery & equipment 28.1 6.8 6.1 -1.0 2.8 2.8 2.0 2.0 2.0 2.0 2.0 2.0 2.7 5.2 2.6 2.0

Final domestic demand 4.0 4.2 3.7 2.1 1.8 1.3 1.2 1.4 1.4 1.5 1.6 1.6 2.4 2.9 2.0 1.4

Exports 2.4 6.1 -10.2 3.0 4.0 3.5 2.5 2.5 3.3 1.7 1.8 2.0 2.6 0.9 1.7 2.5

Imports 13.7 6.6 -0.2 -3.3 2.3 2.2 1.5 1.5 2.8 1.5 2.1 2.5 3.6 2.9 1.0 2.0

Inventories (change in $b) 10.8 11.9 17.1 6.9 5.0 5.3 6.2 6.2 6.2 6.1 6.1 6.1 6.2 11.7 5.7 6.1

Real gross domestic product 3.7 4.3 1.7 2.0 1.9 1.7 1.7 1.6 1.6 1.6 1.5 1.5 1.7 2.9 1.9 1.6

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

Business and labour 

Productivity 2.1 2.2 0.7 0.4 -0.5 -0.2 0.6 0.9 0.9 0.9 0.9 0.8 -0.1 1.3 0.2 0.9

Pre-tax corporate profits 25.8 35.7 14.6 7.4 -1.0 0.1 0.3 -1.8 -1.2 -0.4 -0.4 -0.1 -5.3 19.9 -0.6 -0.5

Unemployment rate (%)* 6.7 6.5 6.2 6.1 6.0 6.0 6.0 6.0 6.0 6.0 6.0 6.0 7.2 6.4 6.0 6.0

Inflation

Headline CPI 1.9 1.3 1.4 1.7 1.4 1.9 2.0 1.7 1.8 2.0 2.0 2.1 1.5 1.6 1.8 2.0

Core CPI 2.0 1.4 1.4 1.4 1.4 1.7 1.9 2.0 2.1 2.1 2.0 2.0 1.3 1.5 1.8 2.0

External trade

Current account balance ($b) -54.5 -62.3 -77.4 -61.4 -59.4 -57.9 -56.1 -53.8 -50.1 -47.2 -46.3 -44.7 -65.7 -63.9 -56.8 -47.1

% of GDP -2.6 -2.9 -3.6 -2.8 -2.7 -2.6 -2.5 -2.4 -2.2 -2.1 -2.0 -1.9 -3.6 -3.0 -2.6 -2.1

Housing starts (000s)* 223 207 223 224 211 201 187 182 184 184 185 185 215 219 195 185

Motor vehicle sales (mill., saar)* 2.09 2.10 2.08 2.05 2.00 1.97 1.96 1.95 1.94 1.93 1.92 1.92 1.72 2.08 1.97 1.93

INTEREST AND EXCHANGE RATES %, END OF PERIOD

Overnight 0.50 0.50 1.00 1.00 1.00 1.25 1.50 1.75 2.00 2.25 - - 0.50 1.00 1.75 -

Three-month 0.52 0.71 1.00 0.90 1.00 1.20 1.45 1.70 2.05 2.25 - - 0.46 0.90 1.70 -

Two-year 0.75 1.10 1.52 1.50 1.60 1.75 1.95 2.25 2.40 2.60 - - 0.75 1.50 2.25 -

Five-year 1.12 1.40 1.75 1.70 1.85 2.05 2.30 2.55 2.75 2.90 - - 1.12 1.70 2.55 -

10-year 1.62 1.76 2.10 1.90 2.15 2.35 2.60 2.80 2.95 3.10 - - 1.71 1.90 2.80 -

30-year 2.30 2.14 2.47 2.20 2.50 2.75 2.95 3.10 3.15 3.25 - - 2.31 2.20 3.10 -

Canadian dollar 1.33 1.30 1.25 1.27 1.33 1.30 1.27 1.24 - - - - 1.34 1.27 1.24 -

*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

Annual2017 2018 2019
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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 2016 2017 2018 2018

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

Consumer spending 1.9 3.3 2.3 2.8 2.6 2.4 2.1 2.0 1.9 1.9 1.8 1.8 2.7 2.7 2.5 2.0

Durables -0.1 7.6 8.1 6.3 3.3 2.7 2.1 2.1 1.8 1.8 1.6 1.6 5.5 6.2 4.4 1.9

Non-durables 1.1 4.2 2.0 3.1 2.7 2.8 2.2 2.0 2.0 2.0 1.8 1.8 2.8 2.3 2.7 2.0

Services 2.5 2.3 1.5 2.2 2.4 2.2 2.1 2.0 1.9 1.9 1.8 1.8 2.3 2.3 2.1 1.9

Government spending -0.6 -0.2 0.4 1.3 0.6 0.4 0.4 0.6 0.8 0.8 0.8 0.8 0.8 0.0 0.6 0.7

Residential investment 11.1 -7.3 -5.1 8.0 8.7 3.7 3.8 3.4 1.8 0.9 1.9 1.2 5.5 1.4 3.8 2.3

Business investment 7.1 6.7 4.7 5.5 4.6 3.9 3.1 2.8 2.8 2.8 2.6 2.6 -0.6 4.6 4.5 2.9

Non-residential structures 14.8 7.0 -6.8 1.0 6.0 3.8 2.9 2.3 2.0 2.0 2.0 2.0 -4.1 5.3 2.4 2.3

Non-residential equipment 4.4 8.8 10.4 9.0 4.8 4.3 3.2 2.9 2.1 1.4 0.7 0.1 -3.4 4.6 6.1 2.1

Intellectual property 5.8 3.7 5.8 3.7 3.4 3.3 3.2 3.0 2.8 2.6 2.6 2.6 6.3 4.2 3.7 2.8

Final domestic demand 2.4 2.7 2.0 3.1 2.7 2.3 2.0 1.9 1.8 1.7 1.6 1.5 2.1 2.4 2.5 1.8

Exports 7.3 3.5 2.2 0.0 3.0 2.8 3.2 3.2 3.0 2.8 2.8 2.8 -0.3 2.9 2.4 3.0

Imports 4.3 1.5 -1.1 4.0 2.9 3.0 3.5 3.0 3.3 2.1 2.1 2.3 1.3 3.3 2.6 2.8

Inventories (change in $b) 1.2 5.5 39.0 30.0 22.0 23.0 28.0 32.0 40.0 40.0 40.0 45.0 33.4 18.9 26.3 41.3

Real gross domestic product 1.2 3.1 3.3 2.4 2.5 2.3 2.0 2.0 1.9 1.8 1.7 1.7 1.5 2.3 2.5 1.9

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

Business and labour 

Productivity 1.1 1.3 1.5 1.3 1.8 1.8 1.1 1.2 1.1 1.0 0.9 0.8 0.1 1.3 1.5 0.9

Pre-tax corporate profits 3.3 6.4 5.4 4.0 6.9 6.6 2.6 1.7 1.4 0.8 0.3 0.1 -2.1 4.8 4.4 0.7

Unemployment rate (%)* 4.7 4.4 4.3 4.1 4.1 4.1 4.0 4.0 4.0 4.0 4.0 4.0 4.9 4.4 4.1 4.0

Inflation

Headline CPI 2.5 1.9 2.0 2.1 1.7 2.0 1.9 1.4 1.7 1.9 2.0 2.1 1.3 2.1 1.7 1.9

Core CPI 2.2 1.8 1.7 1.8 1.7 2.0 2.1 2.0 2.0 2.0 2.0 2.0 2.2 1.9 2.0 2.0

External trade

Current account balance ($b) -454 -493 -463 -499 -500 -504 -511 -514 -524 -526 -525 -528 -452 -477 -507 -526

% of GDP -2.4 -2.6 -2.4 -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 -2.5 -2.4 -2.5 -2.5 -2.5

Housing starts (000s)* 1238 1167 1164 1270 1275 1285 1300 1315 1315 1315 1325 1325 1177 1210 1294 1320

Motor vehicle sales (millions, saar)* 17.1 16.8 17.1 17.5 17.5 17.9 17.9 18.1 18.1 18.3 18.2 18.4 17.5 17.1 17.8 18.2

INTEREST AND EXCHANGE RATES %, END OF PERIOD

Fed funds 1.00 1.25 1.25 1.50 1.75 2.00 2.25 2.50 2.75 3.00 - - 0.75 1.50 2.50 -

Three-month 0.76 1.03 1.06 1.30 1.55 1.80 2.05 2.30 2.55 2.80 - - 0.51 1.30 2.30 -

Two-year 1.27 1.38 1.47 1.85 2.10 2.35 2.55 2.75 3.00 3.25 - - 1.20 1.85 2.75 -

Five-year 1.93 1.89 1.92 2.15 2.50 2.70 2.90 3.05 3.25 3.45 - - 1.93 2.15 3.05 -

10-year 2.40 2.31 2.33 2.30 2.80 3.00 3.15 3.30 3.45 3.60 - - 2.45 2.30 3.30 -

30-year 3.02 2.84 2.86 2.65 3.20 3.35 3.50 3.60 3.70 3.75 - - 3.06 2.65 3.60 -

Yield curve (10s-2s) 113 93 86 45 70 65 60 55 45 35 - - 125 45 55 -

*Quarterly averages, level

Source: Bank of Canada, Statistics Canada, RBC Economics Research forecasts December 2016

Annual2017 2018 2019
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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* 0.5 4.0 1.2 Sep. 0.9 2.8 -0.3 Oct.

Manufacturing inventory - 

shipments ratio (level) 1.4 1.4 1.4 Sep. 1.4 1.4 1.4 Oct.

New orders in manufacturing -1.7 3.1 0.3 Sep. -0.1 3.7 -1.8 Oct.

Business loans - Banks 0.4 6.1 7.1 Oct. 0.0 1.2 7.8 Oct.

Index of stock prices** 0.3 6.5 1.8 Nov. 1.4 19.8 8.1 Nov.

Retail sales 0.1 6.2 4.7 Sep. 0.2 4.6 2.9 Oct.

Auto sales 1.4 7.1 3.4 Sep. -4.0 -10.7 -7.4 Nov.

Total consumer credit*** 0.3 4.7 3.7 Oct. 0.5 5.4 5.1 Oct.

Housing starts 13.2 34.5 5.5 Nov. 13.7 -2.9 6.1 Oct.

Employment 0.4 2.1 1.1 Nov. 0.0 1.2 1.6 Nov.

Consumer price index 0.1 1.4 1.3 Oct. 0.1 2.0 1.16 Oct.

Producer price index**** 1.0 1.8 0.6 Oct. 1.4 4.3 -0.3 Nov.

Policy rate 1.0 0.5 0.7 Nov. 1.13 0.38 0.94 Nov.

90-day commercial paper rates 1.3 0.8 1.0 Nov. 1.3 0.6 1.0 Nov.

Government bonds - 

(10 years) 2.0 1.5 1.8 Nov. 2.4 2.1 2.3 Nov.

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

Business

Households

Prices

Interest rates


