BoC Interest Rate Decision – Next policy rate hike could come later in 2019
The Bank of Canada (BoC) left its overnight rate target unchanged at 1.75% this morning.
In its statement, the BoC highlighted the negative global and domestic developments affecting activity in the
Canadian oil sector, including the 8.7% mandatory curtailment in Alberta’s oil output announced earlier this week.
This being said, economic activity related to non-energy sectors is expected to improve. The 90-day truce between
US-China, the signature of the USMCA at the G20 summit and the massive LNG project under construction in BC
are steps in the right direction.
Thus, the BoC could not go as far as saying that challenges in the Canadian oil sector are currently sufficient to
abruptly stop the monetary tightening cycle. The BoC still wishes to increase its policy rate down the road towards
neutral, but the timing of the next few hikes could be delayed. Also, the BoC highlighted that “Downward historical
revisions by Statistics Canada to GDP, together with recent macroeconomic developments, indicate there may be
additional room for non-inflationary growth”. Total and core CPI inflation are unlikely to accelerate in the short-term.
Furthermore, the BoC also noted a fading economic momentum in 2018Q4, which in our view may end up persisting
in 2019Q1. This makes a 25 basis points increase at the January 9th meeting even less likely.
In summary, lower crude oil prices have been front and center lately but the BoC’s statement is a good reminder for
investors that there are also positive developments for the Canadian economy. We continue to project the overnight
rate target to end 2019 at 2.25% but the next hike may only occur in the Spring or Summer of 2019.
Sébastien Lavoie | Chief Economist
514 350-2931 | lavoies@vmbl.ca

This document is intended only to convey information. It is not to be construed as an investment guide or as an offer or solicitation of an offer to buy or sell any of the securities mentioned in it. The author is an employee
of Laurentian Bank Securities (LBS), a wholly owned subsidiary of the Laurentian Bank of Canada. The author has taken all usual and reasonable precautions to determine that the information contained in this document
has been obtained from sources believed to be reliable and that the procedures used to summarize and analyze it are based on accepted practices and principles. However, the market forces underlying investment value
are subject to evolve suddenly and dramatically. Consequently, neither the author nor LBS can make any warranty as to the accuracy or completeness of information, analysis or views contained in this document or their
usefulness or suitability in any particular circumstance. You should not make any investment or undertake any portfolio assessment or other transaction on the basis of this document, but should first consult your
Investment Advisor, who can assess the relevant factors of any proposed investment or transaction. LBS and the author accept no liability of whatsoever kind for any damages incurred as a result of the use of this
document or of its contents in contravention of this notice. This report, the information, opinions or conclusions, in whole or in part, may not be reproduced, distributed, published or referred to in any manner whatsoever
without in each case the prior express written consent of Laurentian Bank Securities.

