
 

Quick  thoughts  on Bank of  Canada's  dec is ion - -  pol icy  rates  unchanged,  

tone of  statement  a  l i t t le  more  upbeat  than last  go suggest ing high bar  

for  a  cut  
 

As was nearly universally expected, the Bank of Canada left its overnight policy interest unchanged at 1.75% in this 

morning’s decision.  

 

What was less expected was the somewhat more upbeat (less dovish) tone struck by Bank’s Governing Council in the 

statement accompanying the decision (to read the full statement, click here), which will go some way to dampen 

expectations that a rate cut is imminent. 

 

Against this, the Canadian dollar firmed immediately upon release (CAD now firmer by 0.5% on the day) while yields 

have moved higher across the Canadian curve (yields have added another 3½bps across the curve on the release to bring 

2-year yields up now 7bps on the day and 10-year yields +8bps; the “risk on” sentiment re: the trade outlook today had 

pushed yields higher in tandem with global rates earlier this morning). 

 

In the statement, the monetary policymakers noted that while trade uncertainties “remain the biggest source of risk to 

the outlook”, they noted that “global economic growth appears to be intact” and that market concerns over recessions 

are “waning” against central bank actions globally and some positive news on the trade front. This environment has 

resulted in commodity prices and the Canadian remaining “relatively stable”, which suggest less concern over the 

currency’s strength than in October where it was explicitly commented that the “the Canadian dollar has strengthened 

against other currencies” despite falling commodity prices and concerns about global demand. 

 

From a domestic standpoint, the Bank commented on the surprising strength in capex (which was flagged in the Q3 GDP 

data) and that “stronger” wage growth was underpinning consumer spending. As well, there was a somewhat notable 

shift in comments on the slack in the Canadian economy — the statement noted that at target inflation was “consistent 

with an economy operating near capacity”; the last statement noted that there was a “modest output gap”. 

 

Overall, the Bank judged that the current level of rates “remains appropriate” and that decisions going forward will be 

based on the “continuing assessment of the adverse impact of trade conflicts against the sources of resilience in the 

Canadian economy”, specifically consumer spending and housing. 

 

The bottom line in my view is that this statement marks a distinct turn from the last iteration back in October which had 

struck notably downbeat/dovish chord. The economy continues to chug along and inflation remains on target with 

anchored expectations and as such, it would appear that the bar for a rate cut is higher than assumed back in October —  

 

 



 

I continue to believe that absent an exogenous shock, the Bank of Canada will be content to sit on the sidelines for the 

foreseeable future. 

David Onyett-Jeffries David Onyett-Jeffries is Vice President, Multi Asset Class Solutions, at Guardian Capital LP 

(GCLP) and provides macro-economic guidance to GCLP and its affiliates – Alta Capital Management LLC and 

GuardCap Asset Management Limited.  
 

For Financial Intermediary Use Only 

 
This document includes information concerning financial markets that was developed at a particular point in time. This information is subject to change at 
any time, without notice, and without update. This commentary may also include forward looking statements concerning anticipated results, circumstances, 
and expectations regarding future events. Forward-looking statements require assumptions to be made and are, therefore, subject to inherent risks and 
uncertainties. There is significant risk that predictions and other forward looking statements will not prove to be accurate. Investing involves risk. Equity 
markets are volatile and will increase and decrease in response to economic, political, regulatory and other developments. The risks and potential rewards 
are usually greater for small companies and companies located in emerging markets. Bond markets and fixed-income securities are sensitive to interest 
rate movements. Inflation, credit and default risks are all associated with fixed income securities. Diversification may not protect against market risk and 
loss of principal may result. Index returns are for information purposes only and do not represent actual strategy or fund performance. Index performance 
returns do not reflect the impact of management fees, transaction costs or expenses. This presentation is for educational purposes only and does not 
constitute investment, legal, accounting, tax advice or a recommendation to buy, sell or hold a security. It is only intended for the audience to whom it has 
been distributed and may not be reproduced or redistributed without the consent of Guardian Capital LP. This information is not intended for distribution 
into any jurisdiction where such distribution is restricted by law or regulation. It shall under no circumstances be considered an offer or solicitation to deal 
in any product mentioned herein. Certain information contained in this document has been obtained from external parties which we believe to be reliable, 
however we cannot guarantee its accuracy. Guardian Capital LP manages portfolios for defined benefit and defined contribution pension plans, insurance 
companies, foundations, endowments and third-party mutual funds. Guardian Capital LP is wholly owned subsidiary of Guardian Capital Group Limited, a 
publicly traded firm listed on the Toronto Stock Exchange. For further information on Guardian Capital LP, please visit www.guardiancapitallp.com 
 

December 5, 2019 


