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Economy maintaining solid growth momentum
Current trends — Economy maintaining A GDP output in May grew moderately by 0.1%, an improvement from the no
solid growth momentum change in April although down markedly from the 0.6% surge recorded in

March.
Financial markets — Global economy set
to grow at more sustainable pace A Canadian labour markets turned in a weak performance in July with employ-
ment down -9,300. The full-time component sank -139,000 offset by a 129,700

Special reports — Canadian home resale rise in part-time employment sending the unemployment rate up to 8.0% from
market outlook: a rollercoaster ride but 7.9% in June.

staying on the rails

A Canadian nominal retail sales slid 0.2% in May. Weakness was also evident on
an ex auto basis where sales edged down by 0.1%. Taking into account price

For other economics reports, go to changes, real retail sales rose 0.4% in May.

http://www.rbc.com/economics/

A Canadian housing starts fell 1.6% to an annualized pace of 189,200 units in
July, marking the third consecutive monthly decline.

A Canada’s June merchandise trade balance deficit rose to $1.1 billion from the revised $0.7 billion deficit in May (originally re-
ported as $0.5 billion). The deterioration in June reflected exports dropping $0.9 billion (2.5%) tempered by imports dropping
$0.4 billion (1.2%).

A The consumer price report showed that the headline inflation index fell by -0.1% in June. The year-over-year rate eased to 1.0%
from 1.4% in May. The unadjusted Bank of Canada’s core measure also fell -0.1% in June while the year-over-year rate fell to
1.7% from 1.8% in May .

Dawn Desjardins
dawn.desjardins@rbc.com Click here for full report

Financial markets...

Global economy set to grow at more sustainable pace

The global economy grew at a rapid rate in early 2010 with the International Monetary Fund (IMF) calculating that GDP output in-
creased at a faster than 5% annualized pace in the first quarter of the year. Trade volumes and global industrial production surged, and
the global purchasing managers’ and OECD leading indicators indices returned to pre-recession levels. Not surprisingly, the pace of
increase in the global leading indicators slowed in the second quarter, which was consistent with the world economy growing at a
more sustainable pace.

U.S. economy slows

The U.S. economy geared down in the second quarter of 2010 following strong gains in the prior six-month period. Consumers are
spending at a moderate pace as they rebuild savings. A broad-based increase in business investment in the second quarter and inven-
tory rebuilding provided support for the 2.4% annualized increase in real GDP. A factor acting to restrain the growth rate was some of
the strength in domestic spending was met by imports. Revisions going back to 2007 showed a generally softer profile for growth and
a peak-to-trough decline during the recession of 4.1%, higher than previously estimated. Much of the anxiety about the outlook for
the second half of the year is due to the pace of job growth, which has picked up but remains lacklustre. Private-sector employment
(excluding the effect of census hiring and firing) accelerated from the first quarter’s 79,000 average monthly gain to 108,000/month in
the second quarter mainly due to a surge in April. In July, private payrolls increased by 71,000. Our view that the pace of job growth
will rise is consistent with the economy staying on its moderate recovery path in the near term and accelerating in 2011. This forecast
implies limited progress in eliminating the large output gap this year meaning the unemployment rate will remain elevated and infla-
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tion benign. Faster growth in 2011 will support a more substantive improvement in the labour market and sustained downward pres-
sure on the unemployment rate.

‘Unusually uncertain’ outlook

While the base case is for the recovery to continue, Fed Chairman Bernanke’s statement that the outlook is “unusually uncertain”
raised the possibility of the Fed implementing a further easing in monetary policy. In early August, the Fed downgraded the forecast
for the economy further and announced they will reinvest the principal payments from agency debt and MBS in longer-term US
Treasuries and will roll over their existing holdings of Treasury securities in order to support the economic recovery through low
market interest rates. The Fed’s actions highlight their intention to do whatever is necessary to ensure that the recovery stays on
course. Policymakers kept the door open to further steps to ease policy by committing to “employ its policy tools as necessary to
promote economic recovery and price stability.”

Economy gears down but remains in drive

Recent Canadian economic reports have been a mixed bag culminating with the May GDP report showing a mild 0.1% gain. We are
sticking to our call that the economy grew at a 3.0% annualized pace in the second quarter of 2010 although the limited gain in May
GDP implies some downside risk. Looking through the recent volatility, the data signal that the domestic economy has not buckled
under the strains created by the European debt crisis and the weaker tone in some of the U.S. reports. Though the data points to GDP
growth in the second quarter running at a pace that one-half of the 6.1% surge in the first quarter, the near-record pop in employment
in the quarter is consistent with the economy maintaining its solid growth momentum even with a mild decline in July employment.
We forecast growth at an above-potential rate in the remainder of 2010 with the unemployment rate expected to decline further. The
domestic data are consistent with the Bank raising the overnight rate to 1% at the September fixed-action date and 1.25% by the end
of 2010. Government bond yields have taken their direction from U.S. Treasuries, grinding to the year’s lows in most maturities de-
spite firming a labour market, evidence of a sustained recovery and the Bank of Canada’s assumption that there will be a, “gradual
reduction in monetary stimulus.”

Dawn Desjardins
dawn.desjardins@rbc.com Click here for full report

Special reports...
Canadian home resale market outlook: a rollercoaster ride but staying on the rails

A Canada’s housing market’s rollercoaster ride continues to generate wild swings as it rushes down at an unnerving speed from the
highs that caused vertigo just a few months ago.

A The Canadian housing market will remain on the rails, however.

A Overall, resales are projected to decline modestly in 2010 and remain fairly flat in 2011, although there will be provincial varia-
tions.

A Some provinces (e.g., Alberta and British Columbia) will see a sharper drop this year, while others (Atlantic Canada and On-
tario) will post gains.

A Next year, some provinces (e.g., Saskatchewan and Alberta) will experience a stronger rebound while others (Ontario and Que-
bec) a decline.

A Home prices (on an annual-average basis) are projected to rise quite strongly across the board in 2010, although this is entirely
attributable to the gains during the first half of this year. Much weaker increases are forecasted for next year.

Robert Hogue
robert.hogue@rbc.com Click here for full report

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without express authoriza-
tion of the copyright holder in writing. The statements and statistics contained herein have been prepared by RBC Economics Research based on information from
sources considered to be reliable. We make no representation or warranty, express or implied, as to its accuracy or completeness. This publication is for the informa-
tion of investors and business persons and does not constitute an offer to sell or a solicitation to buy securities.

®Registered trademark of Royal Bank of Canada.
2 ©Royal Bank of Canada. \


http://www.rbc.com/economics/market/pdf/fmm.pdf�
http://www.rbc.com/economics/market/pdf/houseoutlook.pdf�

	Current trends — Economy maintaining solid growth momentum

	Financial markets — Global economy set to grow at more sustainable pace

	Special reports — Canadian home resale market outlook: a rollercoaster ride but staying on the rails

	For other economics reports, go to 

	http://www.rbc.com/economics/



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



