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Bank of Canada Rate Announcement - May 29, 2019
The Bank of Canada left its overnight rate at 1.75 per cent, as widely expected. The Bank will remain data
and trade policy dependent in making future rate decisions. Markets reacted to the rate announcement by
sending the Canadian dollar down and long bond yields lower.
The Bank’s take on the Canadian economy had a positive slant citing strong job growth, recovering oil
production and firming business investment. The recent economic growth slowdown appears to be over.
On the trade policy front, the Bank expected a positive impact from the removal of steel and aluminum
tariffs and the likely ratification of the Canada-United States-Mexico Agreement (CUSMA).
The Bank will remain on hold for the foreseeable future given the uncertainty over trade policy and its
impact on the global economy. In addition, there is considerable slack in the Canadian economy that
should keep rates on hold through 2019, even with the Bank’s optimistic growth forecast. Beyond this year,
the rate outlook hinges on which economic forecast is used.
If the Bank’s two per cent growth forecast for Canada is used, then a rate increase should be expected.
If a weaker growth forecast is expected, then rates would be on hold, or possibly cut, depending on how
weak the forecast is. Our forecast calls for less than two per cent economic growth for Canada during the
next two years and no rate increase or decrease.
The Three-Month Canadian Bankers’ Acceptance Futures market is pricing in quarter-point cut by March
2020 and about a 50 per cent chance of another cut by the end of 2020.
The next rate announcement is July 10, 2019 and will be accompanied by an economic forecast update in
the Bank’s quarterly Monetary Policy Report.
Helmut Pastrick
Chief Economist, Central 1 Credit Union
hpastrick@central1.com
www.central1.com
604.737.5026

Terms
Published by the Economics Department of Central 1 Credit Union, 1441 Creekside Drive, Vancouver, B.C. V6J 4S7

© Central 1 Credit Union, 2011.

This work may not be reproduced in whole or part, by photocopy or other means, without permission of Central 1 Credit Union.
This report may have forward-looking statements about the future economic growth. These statements are subject to risk and uncertainty. Actual results
may differ due to a variety of factors, including regulatory or legislative developments, competition, technological change, global capital market activity and
general economic conditions in Canada, North America or internationally. This list is not exhaustive of the factors that may affect any of the this report’s
forward-looking statements. These and other factors should be considered carefully and readers should not place undue reliance on this report’s forwardlooking statements.
This report and Central 1 Credit Union disclaims any and all warranties, whether express or implied, including (without limitation) any implied warranties of
merchantability or fitness for a particular purpose. This report and Central 1 Credit Union will not accept any responsibility for the reader’s use of the data
and / or opinions presented in this report or any loss arising therefrom.
Chief Economist: Helmut Pastrick Deputy Chief Economist: Bryan Yu Senior Financial Economist: David Hobden Regional Economist, Ontario: Edgard Navarrete
Production: Judy Wozencroft

