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Canada Watch
By Matthieu Arseneau
With several central banks pivoting towards monetary stimulus, markets are betting that the Bank of Canada will soon jump on the
bandwagon. The United States, China and the Euro zone (that’s almost half of global GDP), are disappointing on both the economic
and inflation fronts according to Citigroup’s surprise indices. But as today’s Hot chart shows, Canada remains in the opposite camp
with positive economic surprises and higher than expected inflation. The Canadian economy may have registered the strongest
growth among G7 countries in Q2 (consensus expectations of 3.0% for this Friday release). Private sector job creation in 2019 is the
strongest since 2011, core inflation is right on the central bank’s target, and risks to the housing sector have faded with sales bouncing
back strongly in recent months on the back of declining mortgage rates. Unless the trade conflict between the Unites States and
China escalates further, there is no need for monetary stimulus in Canada.

Canada: Do we need monetary stimulus?
Economic and inflation surprise indices (Citigroup)
70
Canada

60

Economy (August 26th, 2019)

50
40 Australia
30

Japan

20
10

Upside surprise

0
-10
-20
-30

China

U.S. World

Disapointment

Emerging

Disapointment Upside surprise

UK

-40
Euro zone
-50
-32 -30 -28 -26 -24 -22 -20 -18 -16 -14 -12 -10

-8

-6

-4

Inflation (as of July 31th)
NBF Economics and Strategy (data via Bloomberg)

-2

0

2

4

6

8

10

12

Hot Charts
Economics and Strategy

Economics and Strategy
Montreal Office
514-879-2529
Stéfane Marion

Toronto Office
416-869-8598
Matthieu Arseneau

Warren Lovely

Chief Economist and Strategist Deputy Chief Economist

MD & Head of Public Sector Strategy

stefane.marion@nbc.ca

matthieu.arseneau@nbc.ca

warren.lovely@nbc.ca

Krishen Rangasamy

Paul-André Pinsonnault

Marc Pinsonneault

Senior Economist

Senior Fixed Income Economist

Senior Economist

krishen.rangasamy@nbc.ca

paulandre.pinsonnault@nbc.ca

marc.pinsonneault@nbc.ca

Kyle Dahms

Jocelyn Paquet

Angelo Katsoras

Economist

Economist

Geopolitical Analyst

kyle.dahms@nbc.ca

jocelyn.paquet@nbc.ca

angelo.katsoras@nbc.ca

General
This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of
National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.
The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may
be subject to change without notice. The information is current as of the date of this document. Neither the author nor NBF assumes any obligation to update
the information or advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis
and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this
Report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances. In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in
relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace
any due diligence or analytical work required by you in making an investment decision.
This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate
distributing this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself
before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.
National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.
Canadian Residents
NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market
conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be
contrary to any opinions expressed in this Report.
NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well
NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases
and/or sales of these securities from time to time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this
Report. This Report may not be independent of the proprietary interests of NBF and its affiliates.
This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the
publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.
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This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of
investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this
Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act
2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice. NBF and/or its
parent and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may
have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as
market maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker
with respect hereto. The value of investments, and the income derived from them, can go down as well as up and you may not get back the amount
invested. Past performance is not a guide to future performance. If an investment is denominated in a foreign currency, rates of exchange may have an adverse
effect on the value of the investment. Investments which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about
their value or the extent of the risks to which they are exposed. Certain transactions, including those involving futures, swaps, and other derivatives, give rise to
substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers and this Report is not for
distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the
information in this Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for
the securities described herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.
This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial
Conduct Authority. NBF is authorised and regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.
NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom.
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With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial
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