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Monetary Policy Response
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• US Federal Reserved hiked interest rates while expecting only 2.00% inflation
• It will be more patient going forward
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Interest and Exchange Rate Forecast
2020 2021 2022

END OF PERIOD: 15-Sep Dec Mar Jun Sep Dec Jun Dec

CDA Overnight target rate 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25

98-Day Treasury Bills 0.14 0.25 0.25 0.35 0.35 0.35 0.50 0.75

2-Year Gov't Bond 0.26 0.35 0.35 0.40 0.40 0.65 0.50 1.00

10-Year Gov't Bond 0.55 0.75 0.80 0.85 0.85 1.25 1.20 1.40

30-Year Gov't Bond 1.07 1.20 1.30 1.40 1.50 1.80 1.60 1.65

U.S. Federal Funds Rate 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.125

91-Day Treasury Bills 0.10 0.20 0.25 0.25 0.30 0.50 0.45 0.75

2-Year Gov't Note 0.14 0.25 0.30 0.30 0.35 0.55 0.50 0.80

10-Year Gov't Note 0.67 0.80 1.00 1.10 1.25 1.45 1.35 1.55

30-Year Gov't Bond 1.42 1.55 1.70 1.75 1.85 2.20 2.05 2.10

Canada - US T-Bill Spread 0.04 0.05 0.00 0.10 0.05 -0.15 0.05 0.00

Canada - US 10-Year Bond Spread -0.12 -0.05 -0.20 -0.25 -0.40 -0.20 -0.15 -0.15

Canada Yield Curve (10-Year — 2-Year) 0.29 0.40 0.45 0.45 0.45 0.60 0.70 0.40

US Yield Curve (10-Year — 2-Year) 0.54 0.55 0.70 0.80 0.90 0.90 0.85 0.75

EXCHANGE RATES CADUSD 0.76 0.77 0.76 0.75 0.75 0.74 0.71 0.72

USDCAD 1.32 1.30 1.32 1.33 1.34 1.36 1.40 1.39

USDJPY 105 103 101 100 100 99 99 99

EURUSD 1.18 1.17 1.17 1.18 1.19 1.20 1.20 1.20

GBPUSD 1.29 1.30 1.30 1.31 1.31 1.32 1.32 1.33

AUDUSD 0.73 0.71 0.72 0.74 0.74 0.75 0.76 0.77

USDCHF 0.91 0.92 0.92 0.92 0.91 0.91 0.90 0.89

USDBRL 5.29 5.10 5.00 5.20 5.00 4.80 4.80 4.50

USDMXN 21.1 22.0 21.0 20.5 20.5 20.0 19.5 19.0
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Recovery?

• Global GDP to beat consensus estimates by 2022, according to CIBC Economics
• Still not a full recovery
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World GDP Growth Forecast
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Canada

• “Recovering” to the darkest days of the Great Recession
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Canada

• Canada’s economy has performed better than initially expected
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Fiscal Stimulus

• Fiscal stimulus has been large relative to the 2008/2009 financial crisis
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Fiscal Stimulus

• Canada hasn’t shied away from using fiscal firepower
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Deficits

• Canada’s deficit largely due to COVID response measures
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Provincial Outlook

• Provincial rates of contraction less-severe than initially forecast in June
• Uncertain outlook with COVID restrictions resurfacing in some provinces
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Provincial Outlook

• Alberta suffers double shock of lockdowns and collapse in oil prices
• Strong rebound projected for 2022 
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Alberta Credit Rating

• Moody’s downgrades Alberta credit rating; DBRS holds AA(low) with negative outlook
• Forecast of multiple years of material deficits and elevated debt burden
• Twin economic shocks of pandemic and subsequent collapse in oil prices cited
• Highest forecasted deficit of any province at 57% of revenues in 2020/2021
• Accelerated capital spending plan initiated by the province to boost stimulus
• -24.2bln deficit more than twice size of the largest recorded since the financial crisis
• Total debt burden relative to revenues could reach 300% over next two years
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Housing
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Oil
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Capital Spending
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Pandemic

• Testing is now much higher; cases may have slipped through the cracks in Mar/Apr
• Covid-related deaths haven’t risen as quickly thus far
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Pandemic

• Infections on the rise again
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Pandemic

• Some second waves have been suppressed with less-strict lockdowns
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Pandemic

• Biggest outbreaks have generally brought the worst economic damage
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US Downturn

• Not as severe as initially thought
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US Downturn

• Virus cases down in largest states, with smaller ones struggling
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US Downturn

• Consumers expect incomes to fall ahead with confidence waning
• Most of stimulus payments already spent
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US Downturn

• Reasons for spending changes imply a slower recovery until vaccine
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Forecast Summary
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Portfolio Update



This information, including any opinion, is based on various sources believed to be reliable, but its accuracy cannot be guar anteed 
and is subject to change. CIBC and CIBC World Markets Inc., their affiliates, directors, officers and employees may buy, sell , or hold a 
position in securities of a company mentioned herein, its affiliates or subsidiaries, and may also perform financial advisory services, 
investment banking or other services for, or have lending or other credit relationships with the same. CIBC World Markets Inc . and 
its representatives will receive sales commissions and/or a spread between bid and ask prices if you purchase, sell or hold t he 
securities referred to above. © CIBC World Markets Inc. 2017

CIBC Wood Gundy is a division of CIBC World Markets Inc., a subsidiary of CIBC and a Member of the Canadian Investor Protecti on 
Fund and Investment Industry Regulatory Organization of Canada. 

Clients are advised to seek advice regarding their particular circumstances from their personal tax and legal advisors. 

If you are currently a CIBC Wood Gundy client, please contact your Investment Advisor. 

Disclaimers
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Questions?
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The Bow, 27th Floor, 500 Centre Street SE
Calgary, AB T2G 1A6

www.hobsonchahal.com

Hobson Chahal Advisory Group

This information, including any opinion, is based on various sources believed to be reliable, but its accuracy cannot be guaranteed and is subject to change. CIBC and CIBC World Markets Inc., their affiliates, directors, 
officers and employees may buy, sell, or hold a position in securities of a company mentioned herein, its affiliates or subsidiaries, and may also perform financial advisory services, investment banking or other 

services for, or have lending or other credit relationships with the same. CIBC World Markets Inc. and its representatives will receive sales commissions and/or a spread between bid and ask prices if you purchase, sell 
or hold the securities referred to above. © CIBC World Markets Inc. 2017. If you are currently a CIBC Wood Gundy client, plea se contact your Investment Advisor. 

Thank You


