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Highlights
 After a dismal performance in 2016, advanced economies are now bouncing back nicely. The OECD surge 

complemented by continuing strength for emerging economies mean that global GDP growth is on track to 
accelerate to about 3.5% this year. While we expect a similar performance in 2018, that assumes governments 
around the world are able to successfully navigate risks posed by the rise of trade protectionism, elevated debt 
levels, and geopolitical uncertainty. 

 
 The U.S. economy continued to expand in the third quarter. July data on employment creation and retail 

spending were strong, confirming the main driver of growth, i.e. consumers, remain in good shape. Industrial 
production is also ramping up as businesses replenish inventories and increase investment spending. While 
hurricane Harvey may subtract a few ticks from Q3 growth, a subsequent rebound led by reconstruction efforts 
is in the cards. We remain comfortable with our view that U.S. GDP growth will accelerate to more than 2% 
both this year and next. That should encourage the Fed to further reduce monetary accommodation despite 
the absence of inflation pressures. 

 
 A stronger-than-expected first half of the year prompts us to upgrade our Canadian GDP growth forecast for 

2017 to 3.0%. Solid growth is being complemented by a healthy labour market, the latter creating jobs in 
numbers not seen in 7 years. That, coupled with the housing wealth effect ─ consumer credit growth is surging 
thanks in part to home equity lines of credit ─ is boosting consumption. We have also raised our 2018 GDP 
growth forecast to reflect provincial fiscal stimulus in Ontario, Quebec and British Columbia. The improving 
outlook and growing financial stability risks associated with housing and household debt arguably take 
precedence over the problem of low inflation, and hence warrant tighter monetary policy from the Bank of 
Canada.  

 
 In light of the more bullish call on Canada, we now expect the Bank of Canada's overnight rate to end 2017 at 

1.25% and 2018 at 2.00%, both higher than in our previous forecasts. As such, we are a bit more optimistic about 
the Canadian dollar, expecting USDCAD to trade in the 1.20-1.30 range over the next 12 months. 

 

  Krishen Rangasamy 
  514-879-3140 

Change from
Previous Forecast

2016 2017 2018 2017 2018

United States

  GDP 1.5% 2.2% 2.4% unch unch

  CPI inflation 1.3% 1.9% 1.9% -0.4 pp -0.3 pp

  Fed Fund Target Rate* 0.75% 1.50% 2.00% unch -25 bp

  Ten-year bond yield* 2.45% 2.68% 2.99% -3 bp -21 bp

Canada

  GDP 1.5% 3.0% 2.5% +0.6 pp +0.5 pp

  CPI inflation 1.4% 1.6% 1.8% -0.1 pp unch

  Overnight rate* 0.50% 1.25% 2.00% +25 bp +50 bp

  Ten-year bond yield* 1.72% 2.10% 2.72% -16 bp +3 bp

* end of period



Monthly Economic Monitor 
 

2 
 

World: OECD surge 
 
After a dismal performance in 2016, advanced 
economies are now bouncing back nicely. The OECD 
surge complemented by continuing strength for 
emerging economies mean that global GDP growth is on 
track to accelerate to about 3.5% this year. While we 
expect a similar performance in 2018, that assumes 
governments around the world are able to successfully 
navigate risks posed by the rise of trade protectionism, 
elevated debt levels, and geopolitical uncertainty.  
 
After a dismal 2016, advanced economies are now 
bouncing back nicely. Latest CPB data shows OECD 
industrial output surging 5.3% annualized in Q2, the 
biggest quarterly increase since 2011. That was made 
possible by a further ramp up in global trade volumes 
which reached a new record last quarter. Stronger 
industrial performance translated into hotter GDP growth 
in major advanced economies. In the U.S. for example, 
economic growth accelerated in the second quarter as 
strength for factories was complemented by continued 
resilience in the services sector (see U.S. section).  
 
But the unexpected outperformer among developed 
economies was Japan with a stunning 4% annualized 
increase for real GDP in Q2, the best quarterly print since 
early 2015. That was the sixth consecutive quarter of 
positive growth for Japan, the longest such streak since 
2006. Domestic demand grew in Q2 at the fastest pace in 
three years, driven largely by consumption ─ the latter 
perhaps fuelled by wealth effects associated to a booming 
stock market ─ although there were also healthy 
contributions from government and investment 
expenditures. Those gains dwarfed the drag from trade 
caused by surging imports during that quarter. And based 
on latest data, it seems momentum extended into Q3. 
Markit’s manufacturing purchasing managers index for 
Japan jumped in August to a 3-month high. The stronger-
than-expected data prompt us to raise our forecast for 
Japan’s GDP growth for 2017 to 1.7%. 
 
In the Eurozone too, real GDP growth accelerated in the 
second quarter to a consensus-topping 2.3% annualized, 
driven yet again by Germany, although there were also 
decent gains in France, Spain and even Italy. So much so 
that the eurozone’s output is now nearly 4% above 2008 
levels. The European Commission’s Economic sentiment 
index is the highest in a decade reflecting increased 
confidence among both businesses and consumers in 
Europe, while the Eurozone`s employment level is now at 
all-time highs. Based on flash purchasing managers indices 
for July and August in both the manufacturing and services 
sectors it seems the Eurozone continued to expand in Q3. 
The strong results prompt us to raise to 1.9% our 2017 GDP 
growth forecast for the common currency area. 
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Does that mean the European Central Bank will soon be 
withdrawing stimulus? The central bank’s asset purchase 
program will come to an end and interest rates will 
eventually return to positive territory. But that’s a far cry 
from an imminent major tightening of monetary policy. 
With inflation nowhere to be seen, and credit and 
economic growth remaining uneven across the zone ─ 
output in six of the 19 eurozone economies is still below 
the 2008 peak ─ the ECB can afford to be patient.  
 

There are also major risks lurking which could precipitate 
an unwelcomed economic relapse. Despite favourable 
outcomes at both the Dutch and French elections where 
anti-EU parties were easily defeated, there are still crucial 
elections to come in Germany and in Italy. Latest polls 
suggest Chancellor Merkel will win a fourth term at the 
German elections on the 24th of September, her CDU/CSU 
coalition garnering nearly 40% of voting intentions. But a 
strong showing by the Afd ─ a far-right political party that 
has gained momentum on the back of discontent about the 
government’s refugee policy ─ may give a shot in the arm 
to the anti-EU movement and weaken the Chancellor’s 
hand. Italy’s elections next year could also end up 
weakening the zone. And of course, the negative impacts 
of Brexit should not be underestimated. So, the ECB’s work 
is hardly complete.  

World Economic Outlook

Forecast

2016 2017 2018
Advanced countries 1.6 2.1 2.0
United States 1.5 2.2 2.4
Euroland 1.7 1.9 1.7
Japan 1.0 1.7 1.1
UK 1.8 1.6 1.4
Canada 1.5 3.0 2.5
Australia 2.5 2.1 2.8
New Zealand 4.0 2.6 3.1
Hong Kong 1.9 2.7 2.3
Korea 2.8 2.8 2.6
Taiwan 1.4 2.2 2.0
Singapore 2.0 2.5 2.3

Emerging Asia 6.3 6.5 6.2
China 6.7 6.6 6.3
India 6.8 7.3 7.6
Indonesia 5.0 5.2 5.4
Malaysia 4.2 5.0 4.7
Philippines 6.8 6.4 6.4
Thailand 3.2 3.4 3.4

Latin America -1.0 1.3 2.3
Mexico 2.3 2.0 2.2
Brazil -3.6 0.4 2.1
Argentina -2.3 2.7 2.7
Venezuela -18.0 -6.7 -1.7
Colombia 2.0 1.4 2.7

Eastern Europe and CIS 1.6 2.7 2.7
Russia -0.2 1.4 1.7
Czech Rep. 2.4 2.9 2.6
Poland 2.8 3.7 3.4
Turkey 2.9 4.1 3.4

Middle East and N. Africa 3.8 2.3 3.2

Sub-Saharan Africa 1.5 2.7 3.5

Advanced economies 1.6 2.1 2.0
Emerging economies 4.1 4.6 4.8
World 3.1 3.5 3.6

Source: NBF Economics and Strategy
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World: Continued expansion in Q3 for major advanced economies
Markit purchasing managers indices in August 2017
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Emerging economies also had a good second quarter, 
seeing industrial output grow more than 4% annualized, an 
acceleration from the prior quarter’s pace.  
 
Part of the uptick in economic activity in emerging 
markets can be attributed to China, the latter’s GDP 
growth reportedly accelerating in Q2 to 7% annualized (or 
6.9% year-on-year). China’s economy remained buoyant in 
early Q3 based on strong July data. Indeed, solid retail 
sales point to continued strength for consumption 
spending, while real estate investment is also showing 
resilience. Amidst strong domestic demand, imports are 
now growing at a fastest pace since 2012. Part of the 
explanation for the import surge is demand for 
commodities ─ real imports of copper are now growing 
again on a year on year basis for the first time since the 
summer of last year. 
 
The export sector is also on the mend with sales now 
growing on a year-on-year basis for the first time in 
months. The real effective exchange rate, which hit a peak 
early last year, has fallen drastically since then and is now 
the most competitive in three years, explaining the revival 
of exports. That, coupled with a moderation of capital 
outflows, explain the reported stabilization near US$3 
trillion of the People’s Bank of China’s foreign exchange 
reserves. 
 
But significant downside risks remain for the world’s 
second largest economy. The massive debt load is not 
about to get lighter given a high credit intensity ─ it now 
takes twice as much credit compared to pre-2009 to 
generate an additional unit of GDP in China. Non-financial 
sector private debt last year reached 235% of GDP. 
Government is also partaking in the debt binge. While 
official figures show government debt at less than 40% of 
GDP, the reality isn’t as rosy. If one includes local 
government financing vehicles and other off-budget 
activity, such “augmented debt” is actually closer to 70% 
of GDP. According to the IMF, if authorities maintain 
current levels of public investment, this augmented debt 
will continue to rise and reach 92% of GDP by 2022.  
 
China also has to contend with external headwinds such as 
a potentially less favourable U.S. trade policy. The U.S. 
has been open about using trade as leverage to get China 
to pressure North Korea to abandon its nuclear ambitions. 
Recently imposed U.S. duties on imports of aluminum foil 
from China were symbolic given those imports are 
relatively small. But the U.S. made clear it stood ready to 
ramp up trade barriers with its largest trading partner to 
have progress on the geopolitical front.  
 
Our growth forecasts for China of 6.6% this year and 6.3% 
in 2018 assume Beijing is able to successfully manage those 
risks.   
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U.S.: Momentum extends to Q3 
The U.S. economy continued to expand in the third 
quarter. July data on employment creation and retail 
spending were strong, confirming the main driver of 
growth, i.e. consumers, remain in good shape. 
Industrial production is also ramping up as businesses 
replenish inventories and increase investment 
spending. While hurricane Harvey may subtract a few 
ticks from Q3 growth, a subsequent rebound led by 
reconstruction efforts is in the cards. We remain 
comfortable with our view that U.S. GDP growth will 
accelerate to more than 2% both this year and next. 
That should encourage the Fed to further reduce 
monetary accommodation despite the absence of 
inflation pressures. 
 
Revised data from the Bureau of Economic Analysis put 
U.S. GDP growth at 3.0% annualized in Q2, more than 
double the prior quarter’s pace. The acceleration came 
courtesy of consumption growth, which found support 
from better disposable incomes and a slight drop in the 
savings rate. Business investment and trade also 
contributed to growth, offsetting drag from government 
spending and residential investment, the latter arguably 
impeded by lack of supply. Adding to the good news is the 
fact that inventories did not impact Q2 results, meaning 
there is room for a further pick-up in growth as inventories 
are rebuilt in the second half of 2017.  
 
Hurricane Harvey may subtract a few ticks from Q3 
growth. But if history is any guide, that won’t derail 2017 
GDP growth because of a subsequent rebound led by 
reconstruction efforts. More importantly, the underlying 
economy remains strong as evidenced by healthy gains for 
industrial production and retail spending in July. Strong 
demand for capital goods suggests business investment 
spending continued to gain steam in Q3. July’s 
employment increase in the goods sector (particularly in 
cyclical sectors such as manufacturing and construction), 
continued strength in the services sector, and record 
temporary employment ─ the latter is at an all-time high 
in both absolute terms and as a share of total non-farm 
payrolls ─ are consistent with continued economic 
expansion.  
 
And if the last quarter was any guide, leveraging may also 
have helped support consumption. U.S. household debt 
surged to a record $12.8 trillion at the end of Q2, exactly 
four years after it hit a cyclical trough. Household debt 
grew 4.5% year-on-year in Q2, the fastest pace of growth 
since 2008, driven not only by the usual suspects (student 
and auto loans) but also by debt related to mortgages 
(3.9% y/y is the fastest pace in nine years) and credit cards 
(7.5% y/y is fastest pace since 2008Q1). And the good news 
is that delinquencies, foreclosures and bankruptcies all 
remain relatively low at this point in time. 
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So why exactly is the Fed hesitating in raising interest rates 
further? Inflation remains low and several FOMC 
participants indicated in the recent minutes that “the risks 
to the inflation outlook could be tilted to the downside”. 
Some FOMC participants even questioned the current 
models (which currently show inflation returning to the 2% 
target over the medium term) because they were “not 
particularly useful in forecasting inflation”. That echoes 
one of the points we made in our recent Special Report “Is 
it time to pull back stimulus?”.  
 
Part of the problem is the persistently low wage inflation 
rate (2.5% year-on-year in July), which is being restrained 
by jobs in retailing, wholesaling and utilities. Even sectors 
that were commanding healthy wage growth before the 
recession, such as construction and financial activities, are 
now seeing tepid pay increases. As the San Francisco Fed 
recently proposed, the lack of wage growth may be due to 
a compositional change in the labour market, with retiring 
high-wage boomers being replaced by low-wage new 
entrants. Regardless, wage inflation remains low, 
something that keeps production costs and hence overall 
inflation low. Weak import prices are also contributing to 
the low inflation environment. Recall that prices for goods 
imported from China by the U.S. continue to fall on a year-
on-year basis. 
 
Besides the disappointment on the inflation front, the 
Federal Reserve also has to contend with a seemingly 
deteriorating political situation which threatens to harm 
the economy. The Philadelphia Fed’s Partisan conflict 
index, which tracks the degree of political disagreement 
among federal politicians, has surged this year coinciding 
with the arrival of the Trump administration, and is now 
close to levels seen just before the government shutdown 
of 2013. Ongoing negotiations aimed at raising the debt-
ceiling should have been straightforward considering 
Republicans now control the Presidency and both houses 
of Congress. But the toxic political climate means another 
debt-ceiling related government shutdown cannot be ruled 
out. 
 
So, the Fed will proceed more cautiously than it would 
have liked. In light of its recent communications, the FOMC 
will probably announce the start of balance sheet 
normalization at its September meeting, before delivering 
another interest rate hike in December, by which time the 
uncertainty surrounding the debt ceiling would have 
dissipated. For 2018, we continue to call for the Fed to 
deliver two rate increases of 25 basis points each. As we’ve 
seen earlier this year, the Fed can tighten monetary policy 
even when inflation pressures are non-existent.  
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Canada: Growth upgrades  
A stronger-than-expected first half of the year prompts 
us to upgrade our Canadian GDP growth forecast for 
2017 to 3.0%. Solid growth is being complemented by a 
healthy labour market, the latter creating jobs in 
numbers not seen in 7 years. That, coupled with the 
housing wealth effect ─ consumer credit growth is 
surging thanks in part to home equity lines of credit ─ 
is boosting consumption. We have also raised our 2018 
GDP growth forecast to reflect provincial fiscal 
stimulus in Ontario, Quebec and British Columbia. The 
improving outlook and growing financial stability risks 
associated with housing and household debt arguably 
take precedence over the problem of low inflation, and 
hence warrant tighter monetary policy from the Bank 
of Canada. 
 
A blistering first half of the year had us raise by six ticks 
our forecast of 2017 Canadian GDP growth to 3.0%. If we’re 
right, that would be the best annual growth print in six 
years. As it turns out, a hot Q1 was followed by another 
strong performance in a second quarter that saw real GDP 
surge 4.5% annualized. Trade was a contributor to growth 
during Q2 as exports rose faster than imports. Domestic 
demand also contributed thanks to healthy gains for 
consumption spending, government expenditures and 
business investment, which more than offset drag from 
residential investment.  
 
The solid handoff from June (month in which GDP grew 
0.3% unannualized) suggests a decent Q3 as well. Even 
then, we expect a moderation in Q3 GDP growth because 
we doubt such pace of consumption growth can be 
maintained. Recall that the first half saw a massive 
186,000 jobs being created according to the Labour Force 
Survey (LFS), the best semester since 2010. Such pace of 
employment creation and related gains in household 
incomes will not be repeated if, as we expect, growth 
softens in the second half of the year ─ as we’ve pointed 
out before, GDP growth and employment growth are 
contemporaneously correlated. This notion was reinforced 
by July’s soft LFS report which not only showed declines in 
the private sector and construction (a cyclical sector), but 
also a tilt of job creation towards the so-called “self-
employment” category.  
 
Another factor likely to weigh on consumption is housing. 
Recall that in the first half of the year, a sizable positive 
housing wealth effect, brought by surging resale home 
prices, led to more borrowing from homeowners and hence 
stronger consumption spending. Home equity lines of 
credit grew so fast that consumer credit growth 
accelerated in Q2 at the fastest pace in 7 years. But with 
the housing market now taking a breather thanks to tighter 
regulations on home purchases, such wealth effects are 
expected to fade. 
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Indeed, the broad housing market seems to be cooling. 
Since hitting a peak in March, seasonally adjusted home 
sales have declined for four months in a row, even falling 
under 40,000 units, the lowest level since February 2015. 
Changes to Ontario housing policy made in late April 
coupled with higher mortgage rates seem to be weighing 
on home sales in that province ─ the drop in home sales in 
Toronto has been so drastic that the city is now in buyers’ 
market territory according to the new-listings-to-sales 
criterion, and resale home prices are falling as a result. In 
British Columbia too, a moderation in sales is being 
observed in Vancouver in particular. 
 
While not good for consumption spending, the moderation 
in the housing market could nonetheless have some 
positive outcomes. For one, the ongoing correction in 
some hot markets could diminish some of the irrational 
exuberance by reminding both legitimate home buyers and 
speculators about downside risks. Moreover, a softer 
housing market will make it more affordable for young 
adults to leave their parents’ homes and form their own 
households. Note that the share of Canadian adults aged 
20-34 living with their parents has climbed to a record 
34.7% according to 2016 Census data. The share is even 
higher in Ontario, with Toronto (47.4%) topping the list of 
35 census metropolitan areas. Not surprisingly, there is a 
clear negative correlation among Canadian cities between 
home affordability (be it for purchases or rentals) and the 
share of young adults living with their parents.  
 
Despite the expected moderation in the second half, 
consumption spending and housing will both end up as 
major contributors to this year’s GDP growth, the latter 
also boosted by exports and inventory rebuilding after last 
year’s destocking. In addition to the upgrade to this year’s 
GDP growth forecast, we have also raised our call for 2018 
growth to 2.5% to reflect provincial fiscal stimulus in 
British Columbia but also in Ontario and Quebec ahead of 
elections in the latter two provinces. There is indeed fiscal 
room for more spending after this year’s nominal GDP 
surge brought in higher-than-expected government 
revenues in those three provinces ─ see our recent 
publication entitled “Pro-cyclical fiscal stimulus on its 
way”. Ontario’s minimum wage increase next year will 
also give a lift to consumption spending in that province.  
 
In light of the more bullish call on Canada, we now expect 
the overnight rate to end 2018 at 2.00%, 50 basis points 
higher than in our previous forecasts. But this outlook for 
rates depends on what the U.S. Fed does ─ we still see the 
fed funds rate at 2.00% at the end of next year. The BoC 
would not want U.S.-Canada interest rate spreads to 
narrow too much for fear of sparking a Canadian dollar 
rally and hamper growth. Those underestimating the 
impact of currency appreciation need only look at the Bank 
of Canada’s ToTEM model which suggests the 8% 
appreciation against the USD since June was equivalent to 
a roughly fifty basis point increase in interest rates. 
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Q4/Q4
(Annual % change)* 2014 2015 2016 2017 2018 2006 2016 2017 2018

Gross domestic product (2009 $) 2.6 2.9 1.5 2.2 2.4 1.8 2.5 2.1
Consumption 2.9 3.6 2.7 2.7 2.5 2.8 2.7 2.3
Residential construction 3.5 10.2 5.5 2.3 1.9 2.5 2.7 1.7
Business investment 6.9 2.3 (0.6) 4.2 2.1 0.7 4.9 1.5
Government expenditures (0.6) 1.4 0.8 0.1 1.6 0.4 0.5 1.7
Exports 4.3 0.4 (0.3) 3.1 1.3 0.6 4.0 0.5
Imports 4.5 5.0 1.3 3.7 1.6 2.7 2.7 1.2
Change in inventories (bil. $) 67.8 100.6 33.4 13.1 23.3 63.1 24.5 22.5
Domestic demand 2.7 3.3 2.1 2.4 2.2 2.1 2.6 2.1

Real disposable income 3.6 4.2 1.4 1.4 1.8 0.2 2.3 1.7
Household employment 1.6 1.7 1.7 1.2 1.3 1.6 1.3 1.3
Unemployment rate 6.2 5.3 4.9 4.5 4.3 4.7 4.4 4.3
Inflation 1.6 0.1 1.3 1.9 1.9 1.8 1.4 2.2
Before-tax profits 5.3 (1.1) (2.1) 4.0 5.3 8.7 2.5 4.5
Federal balance (unified budget, bil. $) (483.3) (439.0) (588.0) (594.0) (620.0) ... ... ...
Current account (bil. $) (373.8) (434.6) (451.7) (482.1) (522.1) ... ... ...

-304

* or as noted

Current Q4 2016 Q4 2017 Q4 2018
8-30-17 Q3 2017 Q4 2017 Q1 2018 Q2 2018 2016 2017 2018

Fed Fund Target Rate 1.25        1.25           1.50       1.75       1.75       0.75      1.50      2.00      
3 month Treasury bills 1.01        1.13           1.36       1.58       1.74       0.50      1.36      1.83      
Treasury yield curve
      2-Year 1.33        1.38           1.82       1.95       2.01       1.20      1.82      2.21      
      5-Year 1.72        1.84           2.27       2.36       2.41       1.93      2.27      2.55      
    10-Year 2.15        2.28           2.68       2.81       2.85       2.45      2.68      2.99      
    30-Year 2.75        2.83           3.20       3.31       3.31       3.06      3.20      3.39      
Exchange rates
    U.S.$/Euro 1.19        1.18           1.21       1.19       1.17       1.05      1.21      1.12      
    YEN/U.S.$ 110         110            115        114        112        117       115       108       

** end of period

Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018
actual actual forecast forecast forecast forecast forecast forecast

Real GDP growth (q/q % chg. saar) 1.2 3.0 2.6 3.3 1.5 2.6 2.3 2.2
CPI (y/y % chg.) 2.6 1.9 1.7 1.4 1.2 1.8 2.2 2.2
CPI ex. food and energy (y/y % chg.) 2.2 1.8 1.6 1.6 1.6 2.0 2.3 2.4
Unemployment rate (%) 4.7 4.4 4.4 4.4 4.4 4.3 4.3 4.3

National Bank Financial

Quarterly pattern

United States
Economic Forecast

Financial Forecast**
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Q4/Q4
(Annual % change)* 2014 2015 2016 2017 2018 2016 2017 2018

Gross domestic product (2007 $) 2.6 0.9 1.5 3.0 2.5 2.0 3.0 2.5
Consumption 2.8 1.9 2.4 3.5 2.3 2.7 3.3 2.2
Residential construction 2.7 3.8 3.0 2.4 (1.5) 2.9 1.3 (2.3)
Business investment 3.2 (11.5) (8.6) 1.0 3.1 (7.5) 6.1 3.1
Government expenditures 0.0 1.9 1.8 1.3 2.9 2.2 1.4 3.2
Exports 5.8 3.4 1.0 3.3 3.2 0.8 4.7 2.7
Imports 2.2 0.3 (0.9) 3.9 2.3 (0.8) 6.9 1.7
Change in inventories (millions $) 9,392 3,861 -415 9,893 2,323 -2,522 8,168 -115
Domestic demand 1.9 0.3 1.0 2.6 2.2 1.3 3.0 2.2

Real disposable income 1.3 3.3 2.7 3.4 2.0 2.6 3.1 1.7
Employment 0.6 0.9 0.7 1.6 1.1 1.1 1.4 1.2
Unemployment rate 6.9 6.9 7.0 6.5 6.0 6.9 6.4 5.8
Inflation 1.9 1.1 1.4 1.6 1.8 1.4 1.8 1.8
Before-tax profits 8.2 (19.5) (4.5) 22.6 5.2 14.6 10.8 6.0
Current account (bil. $) (48.2) (67.6) (67.0) (59.8) (52.7) .... .... ....

* or as noted

Current Q4 2016 Q4 2017 Q4 2018
8-30-17 Q3 2017 Q4 2017 Q1 2018 Q2 2018 2016 2017 2018

Overnight rate 0.75        0.75           1.25       1.25       1.50       0.50      1.25      2.00      
3 month T-Bills 0.73        0.97           1.21       1.42       1.68       0.46      1.21      1.96      
Treasury yield curve
      2-Year 1.23        1.29           1.54       1.71       1.97       0.75      1.54      2.14      
      5-Year 1.51        1.62           1.81       1.90       2.09       1.12      1.81      2.40      
    10-Year 1.84        1.99           2.10       2.22       2.39       1.72      2.10      2.72      
    30-Year 2.27        2.35           2.48       2.58       2.74       2.31      2.48      3.02      

CAD per USD 1.26        1.25           1.22       1.24       1.27       1.34      1.22      1.31      
Oil price (WTI), U.S.$ 46           48              50          50          50          54         50         50         

** end of period

Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018
actual actual forecast forecast forecast forecast forecast forecast

Real GDP growth (q/q % chg. saar) 3.7 4.5 1.8 2.0 2.3 2.5 2.7 1.9
CPI (y/y % chg.) 1.9 1.3 1.5 1.8 1.5 1.9 2.0 1.8
CPI ex. food and energy (y/y % chg.) 2.0 1.4 1.6 2.0 1.6 1.9 1.8 1.8
Unemployment rate (%) 6.7 6.5 6.4 6.4 6.2 6.1 5.9 5.8

National Bank Financial

Quarterly pattern

Canada
Economic Forecast

Financial Forecast**
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Provincial economic forecast

2014 2015 2016e 2017f 2018f 2014 2015 2016e 2017f 2018f

Real GDP (% growth) Nominal GDP (% growth)

Newfoundland & Labrador -1.0 -2.0 2.0 -1.0 4.0 -1.3 -11.5 3.3 5.4 4.1
Prince Edward Island 1.5 1.3 2.4 2.0 1.5 3.5 3.9 4.5 4.1 4.0
Nova Scotia 0.8 1.0 1.1 1.2 1.1 1.7 2.4 2.2 3.0 2.8
New Brunswick -0.1 2.3 1.4 1.2 1.0 1.0 2.9 3.6 4.7 3.3
Quebec 1.3 1.2 1.7 2.7 2.0 1.9 2.6 2.9 4.3 3.8
Ontario 2.7 2.5 2.7 2.8 2.7 4.7 4.9 4.6 4.9 4.5
Manitoba 1.5 2.2 2.4 2.6 2.1 2.5 3.1 2.5 4.9 4.2
Saskatchewan 2.4 -1.3 -1.0 2.4 2.0 1.3 -5.7 -5.8 7.7 3.9
Alberta 5.0 -3.6 -3.8 4.2 2.2 8.9 -12.5 -5.8 8.0 3.4
British Columbia 3.3 3.3 3.7 3.1 3.0 5.2 3.8 5.4 6.0 5.1
Canada 2.6 0.9 1.5 3.0 2.5 4.5 0.2 2.1 5.5 3.9

Employment (% growth) Unemployment  rate (%)

Newfoundland & Labrador -1.9 -1.0 -1.4 -3.1 -1.9 12.0 12.8 13.5 14.8 13.7
Prince Edward Island -0.4 -1.0 -2.3 2.9 0.7 10.5 10.4 10.8 10.4 9.2
Nova Scotia -1.1 0.1 -0.4 0.9 0.2 8.9 8.6 8.3 8.3 7.7
New Brunswick -0.2 -0.4 -0.1 0.3 0.4 9.9 9.8 9.6 8.6 8.3
Quebec -0.1 1.0 0.9 2.1 1.0 7.8 7.6 7.0 6.0 5.7
Ontario 0.8 0.7 1.1 1.2 1.4 7.3 6.7 6.6 6.3 6.0
Manitoba 0.1 1.5 -0.5 1.8 0.8 5.4 5.6 6.1 5.3 4.8
Saskatchewan 1.0 0.6 -0.9 0.3 0.8 3.8 5.0 6.4 6.3 6.1
Alberta 2.2 1.2 -1.6 0.9 1.0 4.7 6.0 8.1 8.1 6.7
British Columbia 0.6 1.3 3.1 3.7 1.4 6.1 6.2 6.0 5.3 5.0
Canada 0.6 0.9 0.7 1.6 1.1 6.9 6.9 7.0 6.5 6.0

Housing starts (000) Consumer Price Index (% growth)
Newfoundland & Labrador 2.1 1.7 1.4 1.3 1.1 1.9 0.4 2.7 2.4 1.6
Prince Edward Island 0.5 0.6 0.6 0.9 0.6 1.6 -0.6 1.2 1.6 1.9
Nova Scotia 3.1 3.8 3.8 4.2 3.5 1.7 0.4 1.2 1.2 1.8
New Brunswick 2.3 2.0 1.8 1.8 1.7 1.5 0.5 2.2 2.4 1.9
Quebec 38.8 37.9 38.9 41.9 37.5 1.4 1.1 0.7 1.2 1.8
Ontario 59.1 70.2 75.0 78.3 69.0 2.2 1.1 1.8 1.8 1.6
Manitoba 6.2 5.5 5.3 7.3 6.3 1.8 1.2 1.3 1.5 2.1
Saskatchewan 8.3 5.1 4.8 4.9 4.6 2.4 1.6 1.1 1.6 2.1
Alberta 40.6 37.3 24.5 29.9 27.0 2.6 1.2 1.1 1.7 2.1
British Columbia 28.4 31.4 41.8 40.7 36.0 1.0 1.1 1.9 1.7 1.9
Canada 189.3 195.5 197.9 211.0 187.3 1.9 1.1 1.4 1.6 1.8

e: estimate f: forecast
Historical data from Statistics Canada and CMHC, National Bank of Canada's forecast.
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