
Patience is the aim of the game
The Bank of Canada are set to announce their latest
policy decision at 15:00 BST/ 10:00 ET on
Wednesday June 9th, with Deputy Governor Timothy
Lane scheduled to give an economic progress report
on Thursday 10th. Given the underwhelming data
since the Bank’s April meeting, where they tapered
their QE programme to C$3bn a week and upgraded
their economic projections, we don’t expect
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Wednesday’s meeting to outline a further tightening of monetary policy. Growth in Q1
undershot the BoC's forecasts, while GDP in April is expected to show a 0.8%
contraction. Meanwhile, progress in the labour market recovery has unwound as tightening
restrictions yielded job losses of 207,000 and 68,000 in April and May respectively.

Despite the negative domestic data, a confluence of rising commodity prices, a more
constructive global economic backdrop, and an improving health situation domestically
suggests the Bank of Canada aren’t going to materially change their tune on policy
normalisation either. On the whole, we expect Wednesday’s meeting to be a place holder
until July’s decision, where we still expect the QE programme to be tapered further to C$2bn
a week. At which point, April’s GDP data, along with May’s flash reading, will be available.
Meanwhile, the effects of the latest partial reopening should be visible in June’s Labour Force
Survey.

We still expect the BoC to taper QE at a rate of C$1bn at every meeting accompanied by a
Monetary Policy Report, meaning the programme will reach the reinvestment stage by
2022

https://www.monexcanada.com/news-analysis/in-depth-analysis/bank-of-canada-tapers-qe-and-casts-hawkish-tone-for-markets-to-digest/
https://www.monexcanada.com/news-analysis/in-depth-analysis/canadian-gdp-for-march-fails-to-excite-loonie/
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Policy statement to balance latest developments in order to
maintain April’s message
With no MPR at Wednesday’s meeting and thus no press conference, the BoC only has the
policy statement to relay its message to markets before Deputy Governor Lane speaks on
Thursday. We expect the Bank to acknowledge the underwhelming near-term data but offset
it by highlighting the improvement in the public health situation and external environment.
Additionally, concerns over recent inflation indicators will be tempered by the negative
labour market developments and emphasis of the output gap. On the whole, we feel that it is
too soon for the Bank to materially change the tone of its messaging from April’s MPR.

The strengthening of the loonie will be an area of concern for the Governing Council.
Although an improvement in Canada’s trade balance due to a rise in commodity prices partly
explains the loonie’s 4% rally since April’s meeting, policy divergences also play an important
role with front-end rate differentials still favourable for CAD. While the Bank have been a lot
less vocal on the currency since Governor Macklem took over from former Governor Stephen
Poloz, we expect the loonie’s developments to have a larger than usual share in the policy
statement.

However, we don’t expect the Bank of Canada to change the overall narrative attached to the
loonie’s outlook. Instead, Deputy Governor Lane’s speech on Thursday, or more likely the
Federal Reserve meeting next week, will prove more decisive for the next trend in USDCAD.

For currency markets, Wednesday’s meeting may prove 
important at the margin for intraday price action. 

Disclaimer

This information has been prepared by Monex Canada Inc., an execution-only service provider. The material is
for general information purposes only, and does not take into account your personal circumstances or
objectives. Nothing in this material is, or should be considered to be, financial, investment or other advice on
which reliance should be placed. No representation or warranty is given as to the accuracy or completeness of
this information. No opinion given in the material constitutes a recommendation by Monex Canada Inc., or the
author that any particular transaction or investment strategy is suitable for any specific person. The material
has not been prepared in accordance with legal requirements designed to promote the independence of
investment research, it is not subject to any prohibition on dealing ahead of the dissemination of investment
research and as such is considered to be a marketing communication.


	Slide Number 1
	Slide Number 2

