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Disclaimer: The Quarterly Economic Update may have forward-looking statements about the future economic
growth of Saskatoon and the region. These statements are subject to risk and uncertainty. Actual results may
differ due to a variety of factors, including regulatory or legislative developments, competition, technological
change, global capital market activity and general economic conditions in Canada, North America or
internationally. This list is not exhaustive of the factors that may affect any of the Analysis’ forward-looking
statements, and all factors should be considered carefully by readers and readers should not place undue
reliance on these forward-looking statements.

The information contained in this Analysis (“Content”) does not constitute professional advice, and should not
be relied upon as accurate, reliable, complete, timely, or fit for any particular purpose without receiving
appropriate and qualified professional advice. The Content is provided on an “as is” basis, without any
representations, warranties, conditions or guarantees, whether express or implied, including any
representations, warranties, conditions or guarantees as to the accuracy, reliability, completeness, currency,
fitness for a particular purpose and non-infringement, all of which are hereby disclaimed SREDA to the fullest
extent permitted by law. SREDA, its respective directors, officers, employees and agents will not under any
circumstances be liable for any loss or damage in connection with the use of the Content. Readers’ use of the
Content is at their own risk.
All statistics in this report, unless otherwise cited, have been taken from the Statistics Canada website.

Reference: SREDA-EFA-2015Q2

© Saskatoon Regional Economic Development Authority 2015

SREDA
About SREDA’s Quarterly Economic Update
Our goal at SREDA is to provide the Saskatoon region with economic information that is
timely, relevant, digestible and balanced. To that end, we have prepared this quarterly
economic update using the most up-to-date information available as of the completion date
of this report (July 27, 2015).
In order to provide information that is relevant and digestible, SREDA will focus each
quarterly report on industry sectors with significant change or activity within the quarter.
This quarter we will be focusing on the energy, agricultural and mining sectors.
The Saskatoon region has seen significant growth over the past few years. Going forward we
anticipate continued growth in 2015 and beyond, though at a more measured pace.
Anticipating this change, here at SREDA, we strive to provide a balanced portrait of the
changing economic climate.

Prepared by:

Alex L. Fallon
President & CEO
SREDA
Joanne Baczuk
Senior Director, Economic Forecasting & Analysis
SREDA
Mohamed Salat
Specialist, Economic Forecasting & Analysis
SREDA
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SASKATOON
Economic Outlook—Quarter 2

SREDA’s Economic Rating for Saskatoon → B+
The economic outlook for the Saskatoon region remains one of moderate growth.
This is evidenced in the fact that the Conference Board of Canada is continuing to forecast a
2015 Gross Domestic Product (GDP) growth of 1.8 percent for the Saskatoon economy.
Furthermore, expectations are for all sectors, with the exception of the primary industries, to
grow in 2015.
Notwithstanding a well-documented slowdown in the oil and gas sector, SREDA sees
continued confidence in the overall Saskatoon economy. This is in large part due to the strong
diversification of the Saskatoon regional economy (see chart overleaf – Saskatoon GDP by
Sector) and continued growth in the labour force.
This confidence can further be seen in the recent 2015 Business Climate Survey by the
Greater Saskatoon Chamber of Commerce and MNP, where 95 percent of respondents
expected their company to perform better or the same in the next 12 months (only 5 percent
said they expected their business to perform worse).
Saskatoon is seeing a decrease is housing starts and building permits, and so we will continue
to monitor this trend and its impact in Q3 and Q4.
“The Saskatoon economy continues to perform well, and it’s a great time to be starting or
growing a business in the region.”
-Alex Fallon, President & CEO, SREDA.
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SASKATOON
Saskatoon GDP by Sector as of June 2015
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SASKATOON
Key Economic Indicators
CBofC 2015
Forecast

2015 Quarter 2

Population

306,650
(estimated)

At December 31, 2014 the Saskatoon CMA
population was 301,970, a 3.1% annual
increase. The forecast for 2015 is for a 2.8%
increase to approximately 308,900 by July 1,
2015.

308,900

GDP

2.2%

For 2015, the CBofC is forecasting Saskatoon
CMA GDP growth of 1.8%, down from the 5.2%
seen in 2014. In Q2 real GDP increased by 0.5%
quarter-over-quarter and 2.2% on a twelvemonth basis.

1.8%

Unemployment (UE) Rate

5.5%

On average the Q2 UE rate was 5.5%. This is a
year-over-year increase of 1.4% and equates to
2,700 people. There has been an increase in
the labour force of 3,100 people over the past
year, which more than offsets the increased UE.
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SASKATOON
CBofC 2015
Forecast

2015 Quarter 2
Employment Growth

.3%

The CBofC is forecasting employment growth of
0.3% for 2015. Average employment in Q2 was
167,900 people. This is a 0.3 % (400 people)
increase a year-over-year basis. As mentioned
the labour force has increased by 3,100 people
for the same period.

.3%

Housing Starts

1,164(1) (2)

Housing starts of 1,1641 for the first half of
2015 are down by 595 for the same period in
2014. This is a 34% decrease. CBofC is
forecasting housing starts to reach 3,000 by the
end of 2015.

3,000 (3)

Building Permits

248.3M(2)

Building permits for the City of Saskatoon
totaled $248.3M2 for 2015 Q2; this is up 27.8%
from Q1. On a year-over-year basis building
permits of $441.9 are down 6.2% from the first
half of 2014.

Year-to-date
City of Saskatoon only; City of Saskatoon
3 Forecast Annual Activity
1
2
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SASKATOON
New Business Licenses

361

In 2015 Q2 the City of Saskatoon issued 361
new business licenses. This is an increase of
19.5 % (59 licenses) over Q1.
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SASKATOON
General Economic Statistics
2015 Q2
Working Age Population3

251,100

3.2%

1,767

(12.1%)

Average Home Price2 ($)

360,126

.9 %

YXE Passenger Traffic4

732,538

(.6 %)

Existing Home Sales2

3
4

Annual Increase/(Decrease)

Quarter 1 Average
Year-to-date activity
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SASKATOON
Top Saskatoon Economic News Stories
SASKATOON’S GROWTH CONTINUES AS SEVERAL MAJOR PROJECTS PROGRESS WHILE
OTHERS ARE ANNOUNCED
 Victory Majors received Saskatoon City Council’s approval for the development of
Parcel Y to proceed in phases and to sell a majority stake to Regina’s Greystone
Managed Investments. (Apr 27)


Remai Modern Art Gallery of Saskatchewan receives an additional $2 million in
funding. This $81.8 million project is expected to be completed by September of
2016. (May 15)



Plans for the Children’s Discovery Museum were unveiled. This $10 million project
is expected to be open by mid 2017. (May 20)



A new Costco is to be built in the Meadows Market mall complex in Rosewood.
(May 25)



Joint Use Mutual Partnership (JUMP) was selected as the P3 team to construct
nine new joint-use schools in Saskatchewan. Six of the nine schools will be in
Saskatoon. Completion is expected by 2017. This project will create more than
1,600 jobs in the Saskatoon area. (Jun 15)



Construction of the Children’s Hospital is set to begin in September 2015. Budget
for the project is $260 million. Completion is expected by2018. (Jul 22)

INCREASED INVENTORY OF HOUSING IN SASKATOON (JULY 10)
 Housing supply is up - while demand has remained steady - leading developers to
scale back plans for new builds.


According to Canada Mortgage and Housing Corp (CMHC), inventory for single
family homes and multiple housing units was up 59% and 33% respectively,
compared to June of last year. This has led to a softening in the average home
price.
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SASKATOON
FLIGHTS OUT OF SASKATOON’S JOHN DIEFENBAKER AIRPORT INCREASE (JUN 23)
 WestJet is doubling its weekly service to Vancouver


Air Canada and WestJet added extra daily flight between Saskatoon and Calgary



This is an annual increase of 58,000 seats.
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SASKATCHEWAN
SASKATCHEWAN - Key Economic Indicators
CBofC 2015
Forecast

2015 Quarter 2

GDP

2%

For 2015, the CBofC has revised its
forecast for Saskatchewan GDP to
1.0% from previously forecast 0.8%.

1.0%

CPI

1.9%

CPI rose by 1.9% in June. This is the
highest year-over-year increase of
all the provinces and is almost twice
the national average (1.0%).

1.8%

Retail Sales

(2.6%)

May’s retail sales (seasonally
adjusted) were down 0.1% monthover-month and down 2.6% yearover-year. Overall retail sales are
forecast to be down 1.8% in 2015.
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SASKATCHEWAN
CBofC 2015
Forecast

2015 Quarter 2
Unemployment (UE) Rate

4.2%

Saskatchewan’s Seasonally
Adjusted UE rate for June was 4.2%
(unadjusted rate 4.7%).
Saskatchewan continues to have
the lowest provincial UE rate.
There were 576,100 (unadjusted
589,100) people employed in
Saskatchewan in June, up 7,500
from June 2014.

4.6%

Population

1,134,402

As of April 1, 2015, Saskatchewan’s
population was 1,134,402, up 1,762
from January 1, 2015 (1,132,640).
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SASKATCHEWAN
Saskatchewan’s Diversified Economy


Economists continue to have positive growth expectations for Saskatchewan, even
when other oil-producing provinces are forecast to fall into recession. The main
reason for a more optimistic growth
forecast for Saskatchewan is its
According to the Saskatchewan Ministry of
diversified economy. The central
Economy, potash production increased by
issue will be whether non-energy
13.3 percent in the first four months of 2015
sector growth is able to offset
compared to the same period last year.
weakness in the energy sector.
Expectations are for the mining and
agricultural sectors to perform better in 2015.



Saskatchewan continues to enjoy the lowest UE rate among the provinces. Statistics
Canada reported an UE rate of 4.7 percent in June versus the national UE rate of 6.8
percent. This is in line with the CBofC’s forecast.



A significant part of the Saskatchewan economy is the agriculture sector. Areas of the
province have gone through drought-like conditions this spring and early summer.
These conditions have led to the potential for lower overall crop yields, but reduced
production is expected to be partially offset by higher grain prices due to lower supply.



Dry conditions have also had an impact on cattle producers as the supply of good
pastureland and feed grains are becoming more difficult to access. If this continues
further into the summer, we expect to see some producers reducing the size of their
herds which could impact overall prices.



As mentioned, the mining industry is expected to pick up some of the slack from the
negative effects of the slowdown in the energy sector. According to the
Saskatchewan Ministry of Economy, potash production increased by 13.3 percent in
the first four months of 2015 compared to the same period last year.
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SASKATCHEWAN
Saskatchewan Top Economic News Stories
WILDFIRES IN NORTHERN SASKATCHEWAN


Evacuation centers for northern residents forced to leave their communities due to
wildfires were overflowing and the province had already exceeded its annual
firefighting budget. (Jul 2)



La Ronge had become a ghost town
and the military had been called in.
(Jul 7)



Although it is too early to know what
the total economic impact of the
wildfires will be on the Saskatchewan
economy, there is expected to be significant negative effect on small businesses in
the northern part of the province. (July 16)



There has been a call for a new provincial fire management strategy to include coordination between all levels of government and First Nations, increased training for
firefighting personnel and more preventive measures, such as wider firebreaks and
beefed-up equipment stocks. (Jul 17)

REGINA BYPASS LARGEST INFRASTURCTURE PROJECT IN SASKATCHEWAN HISTORY, P3
PROJECT TO CREATE 8,200 CONSTRUTION JOBS (Jul 1)
OPENING OF SASK POWER’S $470 MILLION CARBON CAPTURE TEST FACILITY (CCTF) AT
SHAND POWER STATION (JUN 20)


Saskatchewan is now the acknowledged world leader in post-combustion carbon
capture and storage (CCS) technology; having the first post-combustion,
commercial-scale CCS facility at a coal-fired generating station (Boundary Dam
Power Station's Unit 3), the world's first commercial scale deep geological CO2
storage demonstration project (Aquistore) and the CCTF (Shand Power Station).
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SASKATCHEWAN


The International Energy Agency (IEA) asserts that the deployment of CCS is
essential as it is the only known technology that will enable the world to continue
using fossil fuels while at the same time decarbonizing the energy sector.

Saskatchewan is now the acknowledged world
leader in post-combustion carbon capture and
storage (CCS) technology

SASKATCHEWAN WHOLESALE TRADE HITS RECORD HIGH OF $2.4 BILLION IN
MAY (JUL 21)


Wholesale trade hit a record $2.3 billion in May, up 9.8 percent from $2.1 billion in
May 2014. This was the highest percentage increase among the provinces.



Between April and May wholesale trade fell 3 percent, largely due to a decline in
sales of agricultural supplies.

SASKATCHEWAN UNEMPLOYMENT (UE) RATE LOWEST OF ALL PROVINCES FOR
THE 21ST STRAIGHT MONTH (JUL 10)


Saskatchewan’s seasonally adjusted UE rate for June was 4.7 percent, down from
4.9 percent in May.



Statistics Canada also reported Saskatchewan had 589,000 people working in the
province in June, 7,500 more than June 2014.



Full-time employment increased by 900 jobs to 488,600 and part-time increased
by 6,600 job.
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MARKETS
Markets at a Glance
Exchange Rates
USD/CAD
CAD/USD
EUR/CAD
GBP/CAD
AUD/CAD
YEN/CAD

April 24, 2015
1.2166
0.8220
1.3231
1.8460
0.9519
0.0102

July 27, 2015
1.3009
0.7687
1.4456
2.0286
0.9581
0.0106

Change
0.0843
(0.0533)
0.1225
0.1826
0.0062
0.0004

Canadian Interest
Rates
BofC overnight Rate
RBC Prime Rate
10 Year Bond Rate
US Interest Rates
Fed Target Rate
U.S. Prime Rate
10 Year Bond Rate

April 24, 2015

July 27, 2015

Change

0.75%
2.85%
1.43%
April 24, 2015
0.25%

0.50%
2.70%
1.47%
July 27, 2015
0.25%

(0.25%)
(0.15%)
0.03%
Change
0

3.25%

3.25%

0

1.91%

2.24%

0.33%

Major Stock Markets
Indices
TSX (Toronto)
DJI (New York)
NYSE Comp (N Y)
Shanghai (China)
FTSE 100 (London)
DAX (Germany)

April 24, 2015

July 27, 2015

Change

15,408.33
18,080.14
11,192.94
4,393.69
7,070.70

14,028.52
17,568.53
10,659.64
3,725.56
6,505.13

11,810.85

11,056.40

(1,379.81)
(511.61)
(533.30)
(668.13)
(565.57)
(754.45)
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SECTORS
ENERGY SECTOR UPDATE
Oil Price
West Texas (US$/bbl)
Brent (US$/bbl)
Nat Gas H. Hub
(US$/mmbtu)

April 24, 2015
57.25
65.38
2.53

July 27, 2015
47.61
53.77
2.81

Change

Energy Stocks
Crescent Point
Husky Energy Inc.
Painted Pony
Petroleum Ltd.
Cenovus

April 24, 2015
32.10
27.86
6.90

July 27, 2015
19.51
22.78
6.77

Change
(12.59)
(5.08)
(0.13)

23.34

17.41

(5.93)

(9.64)
(11.61)
0.28

Over the past quarter we have seen the West Texas Intermediate (WTI) price rebound to the
US$57 to US$62 price range and remain there until early July, when it fell back below US$50.
There has been mixed messaging in the energy sector including the ongoing issue regarding
the supply and demand for oil, as well as market uncertainty due to issues surrounding
Alberta’s provincial election.
On May 5, Alberta elected an NPD government ending nearly 44 years of Progressive
Conservative rule. The NDP’s campaign platform included a review of royalties rates paid by
oil and gas companies, an increase in corporate taxes (from 10 percent to 12 percent), a
strengthening of environmental rules related to the energy sector and a halt to the practice of
spending government money on the promotion of pipeline projects.
Due to what could be a lengthy review and implementation process, a new element of
uncertainty overhangs this sector as the magnitude of these changes is yet to be determined.
Alberta Premier Rachel Notely quickly tried to calm these fears by announcing that her
government would be in close consultation with energy companies regarding these changes.
This reassurance has had limited impact on concerned market players. On June 10, Total SA
CEO Patrick Pouyanné warned the Alberta government that the consequence of additional tax
burden may lead to limiting the industry’s investment in that province going forward.
On the supply side of the market, the Organization of the Petroleum Exporting
Countries (OPEC) continues to have a significant impact on oil prices as production levels
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SECTORS
remain elevated. This will be discussed in further detail in the OPEC section of this report.
Another source of supply to this market will be the return of Iranian oil once the details of
their recently signed Nuclear Deal are finalized. Further discussion on this topic is under the
Iran section.
We have also seen movement on the supply side of the equation by North American
producers, as rig count drop significantly. Energy companies are continuing to reduce their
capital spending budgets. “By one estimate, as much as 1.2 million barrels per day of future
production capacity has been put on hold since the downturn began last summer,
representing tens of billions of dollars’ worth of squelched investment.”5
In other news this quarter, some oilsands projects were temporarily shut down due to
wildfires in Northern Alberta. Between May 23 and early June, we saw the shutdown of the
Foster Creek project and Primrose and Kirby South developments, leading to reduced oil
sands production by approximately 10 percent (235,000 barrels a day) for the two-week
period.
There has also been some market consolidation taking place. Deals such as the June 11
announcement that oilfield-service companies, Trinidad Drilling Ltd. and CanElson Drilling
Inc., would be merging and the announcement on May 26 that Crescent Point Energy Corp.
was buying Legacy Oil + Gas Inc., shows this trend has started. There are indications that
more consolidation may be coming.
Some energy companies are shoring up their balance sheets and bringing in cash through the
sale of assets. In one such deal, Cenovus Energy agreed to sell a package of royalty lands to
Ontario Teachers’ Pension Plan for approximately $3.3 billion. This deal will improve
Cenovus’s net debt to capitalization ratio.
Overall, the energy sector has had a lot to digest over the past quarter. With the current oil
price below US$50, we will continue to carefully monitor this sector.

5

Lewis, Jeff. “In the oil sands, a painful shift to a new normal.” The Globe & Mail, May 17, 2015, Online.
Report on Business, Industry News, Energy & Resources.
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SECTORS

Source: World Bank, Government of Alberta
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SECTORS
AGRICULTURE SECTOR UPDATE
Agriculture Stocks
Agrium
AGT Food & Ingredients
Ag Growth International

April 24, 2015
127.90
26.81
52.67

July 27, 2015
132.30
30.65
46.50

Change
4.40
3.84
(6.17)

The agriculture sector has recently had its own ups and downs. First and foremost on
everyone’s minds is the drought-like conditions that plagued several regions of the province
through May and June. Recent rains have helped crops, but for some areas it may have come
too late. The Government of Saskatchewan reported “Fifty-nine percent of fall cereals, 62
percent of spring cereals, 60 percent of oilseeds and 58 percent of pulse crops are at their
normal stages of development for this time of year.”6 The one positive development for this
sector relates to anticipated price movements. The El Niño weather patterns around the
world are expected to drive down supply grains and feed crop, leading to an increase in grain
prices.
Dry conditions have also led to issues for livestock producers as pastureland and feed crops have
been negatively impacted. On July 15, the provincial government announced that about 90,000
acres of conservation land would be made available to cattle producers to graze their herds.
In other Agriculture news this quarter, on June 18 Statistics Canada reported that Agriculture
land values in Canada rose by 13 percent in 2014; this comes at a time when farmland price and
ownership has come under heavy scrutiny. Back in May this year, the Saskatchewan
Government announced that the Saskatchewan Farm Security Act would be reviewed and along
with this review there would be consultations with farm groups, investors and other
stakeholders. These consultations will be used to gather feedback on the potential for allowing
pension plans and foreign investors to own farmland. Currently the Saskatchewan Farm Security
Act restricts foreign ownership of farmland to no more than 10 acres. As this process in going
on, the province has temporarily expanded ownership restrictions on farmland to specifically
exclude pension funds and limit financings of farmland purchases to ones that go through a
financial institution registered to do business in Canada. There will be more to come on this as
legislative changes are expected to be introduced in the fall sitting of parliament for passage in
next spring session.
6

Saskatchewan. Ministry of Agriculture. Crop Report. Report Number 12, July 16, 2015
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SECTORS
MINING SECTOR UPDATE
Commodity
Uranium – UX
Consulting Apr 20
(US$/lb)
Potash US$/tonne
Gold (oz)
Silver (oz)
Mining Stocks
Cameco
Potash Corp
Mosaic
Claude Resources
UEX Corp.

April 24, 2015
38.85

July 27, 2015
36.25 (July 20)

Change
(2.60)

305.00
1,175.20
15.63

307
1,095.05
14.56

2
(80.15)
(1.07)

April 24, 2015
21.04
40.59
44.99
0.63
0.30

July 27, 2015
17.37
36.25
42.69
0.58
0.16

Change
(3.67)
(4.34)
(2.30)
(0.05)
(0.14)

Uranium
The uranium market is yet to show a significant recovery from its 2011 downturn. The market
continues to wait for the reopening of Japan’s 50 nuclear reactors. With this significant
reduction in global demand, prices remain in the $30’s - a 50 percent drop from their January
2011 peak.

Average Monthly Uranium Prices
80.00
60.00
US$ /lb
40.00
of U3O8
20.00

Spot Price
Long Term Price
Jun-15

Jan-15

Aug-14

Oct-13

Mar-14

May-13

Dec-12

Jul-12

Sep-11

Feb-12

Apr-11

Nov-10

Jun-10

Jan-10

0.00

Source: Cameco

Note: Uranium prices reflected above are average month end prices published by Ux Consulting and TradeTech
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SECTORS
Although dampened demand and slumping in prices present a short to medium-term
challenge for local uranium miners such as Cameco Corporation and Areva Resources Canada
Inc., the long term outlook is a positive one. Electricity consumption continues to increase
globally. According the International Energy Agency (IEA), world electricity consumption has
tripled since 1980, and is projected to increase by 70 percent in the next two decades.
Emerging markets such as China and India account for the bulk of this increase. As more
reactors are built around the world, the importance of nuclear energy becomes more
pronounced. Cameco projects that world uranium consumption to increase by about 48
percent by 2024, from the 2014 level of 155 million pounds. A major announcement in the
uranium sector came on June 22 when the Canadian government gave approval for
Australia’s Paladin Energy Ltd. to gain majority ownership of a uranium mine in
Newfoundland and Labrador. This is a historical decision as in the past the government
restricted foreign ownership of uranium mines to no more than 49 percent. Analysts contend
that this shift in policy is significant as it could lead to large foreign companies seeking to
acquire Saskatchewan mining assets. However, given current prices it seems unlikely that we
will see such a move in the near term.
POTASH
Current potash prices are hovering around US $300/mt, well below their 2009 peak level.
The drop in prices since 2013 is as result of an over-supplied market brought about by the
breakup of Belarusian Potash Company (BPC). This cartel-like group was the marketing agent
for Russian producer, Urulkali and Belarusian producer, Belaruskali. This breakup resulted in
an oversupplied potash market as both companies produce at full capacity. Saskatoon based
Potash Corp provided the following comment in their July 17, 2015 Market Overview, “we
believe strong underlying consumption will support shipments at a historically strong level.”
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SECTORS
Average Monthly Potash Prices
1000.00
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Source: World Bank

On June 25, Potash Corp proposed a take-over bid for K+S of Germany worth approximately
US $10.8 billion. The Germany based corporation rebuffed the proposal. This move by Potash
Corp is seen as an attempt for the company to assert control on a significant portion of global
supply to gain some measure of control over pricing.
K+S is in the process of building a potash mine in central Saskatchewan. Legacy Potash Mine
is the first new greenfield potash mine to be built in Saskatchewan in nearly 40 years.
Commissioning is targeted for the summer of 2016.
In other potash news, Vancouver-based junior mining company, Western Potash announced
that it has completed a feasibility study for its Milestone potash project near Kronau. It is
proposing an $80.6 million pilot plant that will produce about 150,000 tonnes of potash per
year. If the pilot is successful, it could lead to full-scale commercial production of about one
million tonnes of potash per year at a cost of under $1 billion.
On July 7, less than a week later, Western Potash announced Beijing Tairui Innovation Capital
Management, a Chinese investment firm, is planning to invest $80 million for over 51%
ownership of Western Potash.
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CANADA
Canada - Key Economic Indicators
CBofC 2015
Forecast

2015 Quarter 2

GDP

1.2%

For 2015, the CBofC’s forecasting
Canada GDP growth of 1.9%. There
was a 1.2% year-over-year increase
in April GDP, which was 0.1% lower
than the March rate.

1.9%

CPI

1.0%

Canada’s year-over-year CPI rate for
June was 1 .0%, up from 0.9% in
May. Core inflation, which strips
out volatile items, was 2.3%, up
from 2.2% in May. The price of food
was up 3.4%, meat increased by
6.6% and shelter was up 1.0 %.

1.3%

Unemployment (UE) Rate

6.8%

The June’s Seasonally Adjusted UE
Rate for Canada was 6.8
(unadjusted rate 6.5%).
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CANADA
CBofC 2015
Forecast

2015 Quarter 2
Retail Sales

1.7%

Retail sales for April were up 1.7%
year-over-year and down .1%
month-over-month.

2.6%

Population

35,749,600

As of April 1, 2015, Canada’s
population estimate was
35,749,600, up by 46,900 from
January 1, 2015. The population
growth rate in Quarter 1 was .1%

On July 15 the Bank of Canada lowered its 2015 growth projection to just over 1 percent.
Growth in 2016 and 2017 is forecast to be around 2.5 percent annually. This less-optimistic
outlook is due to further decreases to investment plans in the energy sector and weaker than
anticipated exports of non-energy commodities.
GDP is believed to have contracted slightly in the first half of the year, leading some
commentators to conclude that the country has indeed been in recession for this period. In
response to expectations of a further decline in growth, the Bank of Canada lowered its
overnight lending rate (Bank Rate) from 0.75 percent to 0.50 percent on July 15. By lowering
the Bank Rate, Governor Poloz hopes to influence the economy by encouraging commercial
bank lending rates to decrease, thereby influencing investments in the Canadian economy.
There is also an expectation that a lower Bank Rate will lead to a weaker Canadian dollar
(CAD), of which we have already seen indications with CAD dropping below .77 CAD/USD and
at least one major bank economist is forecasting the potential for it to drop as low as .70
CAD/USD. This weakening CAD will in turn help Canadian exporters as their goods will
become less expensive in foreign currency terms. However, there are fears that there could
be unintended consequences of this policy move. One such fear is that lowered interest rates
would encourage higher household debts and add stimulation to already over-heated housing
market.
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Top Canadian Economic News Stories
ALBERTA ELECTS AN NDP GOVERNMENT, ENDING 44 CONSECUTIVE YEARS (1971) OF
PROGRESSIVE CONSERVATIVE (PC) GOVERNMENTS (MAY 5)


On May 5 Alberta elects an NPD government.



The Wildrose party becomes the official opposition.



Former premier, Jim Prentice resigns as Progressive Conservative (PC) party leader.



The NDP campaign platform included a review of royalty rates paid by oil and gas
companies, an increase to corporate taxes (from 10% to 12%), strengthening of
environmental rules and a halt to the spending of government money on the
promotion of pipelines.

BANK OF CANADA SLASHES KEY RATE (July 15)


The BofC cut its target lending rate by 25 basis points to 0.5 percent and is forecasting
the first two quarters of 2015 to show economic decline.



BofC’s new forecast for Canadian economic growth is as follows:



2015Q1 (a)

2015Q2 (f)

2015Q3 (f)

2015 (f)

2016 (f)

2017 (f)

-0.6%

-0.5%

1.5%

1.1%

2.3%

2.6%

Canada’s Big 5 banks reduced their prime rates by 0.15 points to 2.70 percent from
2.85 percent. That’s a lower than the central bank’s 0.25 point cut. Overall, banks
have lowered their prime rates by 0.3 percentage points this year, while the Bank of
Canada’s total reduction has been 0.50 basis points.
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MAJOR CANADIAN BANKS CONTEMPATE HOW FAR THE LOONIE CAN DROP AS IT DIPS
BELOW THE 77 CENTS LEVEL (July 17)


CAD weakest level since March 2009



Scotia Bank economist says 70 cent level is a possibility, with contributing factors
being uncertainty around the federal election, lower oil prices due to Iranian oil
reentering the market and concern over the Canadian market.



RBC Capital Markets Senior Currency Strategist, Greg Moore commented “We are now
closing in on our Q3 forecast of 1.31 (or CAD/USD 0.76), but the clear risk now is that
we see an extension toward about 0.74 in Q3 or Q4."7

By lowering the Bank Rate, Governor Poloz hopes
to influence the economy by encouraging
commercial bank lending rates to decrease,
thereby influencing investments in the Canadian
economy.

7

Lagerquist, Jeff. “Why Scotia sees the battered loonie sinking as low as 70 cents US” BNN, July 17, 2015.
Online.
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Global Economic Context
As we all know, what happens globally has a significant impact on our local, provincial and
national economies. Here are a few of the recent global developments that are having such
an impact:
U.S.
Earlier in 2015, the US economy hit a soft patch. Based on economic data received to date,
there was little change in GDP growth, slow household spending, a dip in business fixed
investment and a slowdown in net-exports. However, the Federal Reserve believes that
despite this, the fundamentals underlying household spending remain favourable, and
consumer sentiments remain strong. The Federal Open Market Committee (FOMC) expects a
moderate GDP growth as continuing job gains and lower energy prices support household
spending.
The U.S. Federal Reserve expects economic growth for 2015 to be between 1.8 to 2.0 percent,
down a little over half a percentage point from its March estimate. Next year’s growth rate
average is projected to range from 2.4 to 2.7 percent. Inflation is expected to continue to be
low, largely due to the low energy and non-energy import prices.
US labour market continues to show progress with the unemployment rate at 5.5 percent in
May; however involuntary part-time employment remains high as wage growth is restrained.
The FOCM expects the unemployment rate to be in the range of 5.2 to 5.3 percent by the end
of the year and drop further in 2016 and 2017.
On June 17, the FOMC re-affirmed the federal funds rate will remain at its current rate of zero
to 0.25 percent range in order to continue accommodating labour market improvements.
The FOMC contends that only when sufficient progress is seen towards its objective of
maximum employment and 2 percent inflation, can a decision be taken to increase the
federal funds rate. In a Bloomberg survey last month, most economists predicted the U.S.
Fed Reserve will start tightening in September. As Canada’s largest trading partner, we
continue to watch for an upturn is U.S. markets, which have recently provided economic data
that has been below market expectations.
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CHINA
China’s economic growth continues to be moderate. The government of China’s growth
target for 2015 is 7 percent. The World Bank projects growth to decelerate to 7.1 percent in
2015 and 6.9 percent by 2017. These projections are significantly below the 10 percent
average growth rates of the last three decades. Analysts point that this slowdown in growth
may be a positive thing for China in the short to medium terms as it signals a gradual shift of
the Chinese economy from a manufacturing, exports and investments driven model, to
services, consumption and domestic spending driven model.
A major development in this quarter has been a stumble of the stock markets. The Shanghai
Composite index dropped significantly in June. Falling stock prices have the effect of reducing
individual wealth which in turn also reduces consumption, thereby lowering national GDP.
Expectations of a reduced rate of growth in China are having a negative impact on resources
demand and prices.

Shanghai Composite Index
Price( Chinese Yuan)
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Source: Yahoo Finance
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EUROPE
Through mid-2015, Greece continues to be the big news story from Europe. There was
speculation leading up to each of Greece’s loan payment dates, wondering if the country
would be able to fulfill its debt commitments for the EUR 240 billion bailout package provided
by the euro zone governments, the European Central Bank and the International Monetary
Fund (IMF). Greece has been lobbying for some type of debt relief and less stringent
austerity measures.

On June 5, Greece postponed making its EUR 300 million loan payment, opting to pay the full
EUR 1.6 billion for June on the 30th. On June 26 Greece’s creditors offered a bailout package
to the country that included austerity measures to be undertaken by the people and
Government of Greece. For a country that has had negative economic growth for five years, a
debt to GDP ratio of 177 percent and 25 percent unemployment, Greek Prime Minister Alexis
Tsipras felt these austerity measures were too harsh and decided to take the package back to
the Greek people to decide through a referendum. By July 5 Greece has missed making its
EUR 1.6 Billion payment and 61 percent of Greek voters said “no” to the referendum
question, in other words rejecting the terms of the creditors proposed bailout. This led to a
lot of uncertainty over Greece’s future in the European Union and a run on Greek banks,
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forcing them to close and limit cash machine withdrawals to EUR 60 per day. Greece was left
with three options: (1) accept the proposal put forward by its creditors, (2) declare
bankruptcy or (3) take a temporary exit from the European Union and issue a parallel
currency. Although Greece has chosen to accept the creditors deal, option three will still be
available to them down the road.
As of July 21, 2015, it looks like
Greece will be accepting a deal
from its creditors. It is said to
include harsher terms than the
original package voted on by the
people of Greece, but will keep
them in the European Union for
the time being.

Greek Debt totals $343
Billion
“The country's debt is set to
reach 200% of GDP in the
next two years, compared to
the current level of 177%”
-CNN Money

Source: http://money.cnn.com/2015/07/15/news/economy/greece-imf-debt-relief/?iid=EL

IRAN
On July 14, Iran and six world powers —United States, Britain, France, Russia, China and
Germany — reached a nuclear agreement. Within the agreement, Iran is required to cut
98 percent of its enriched uranium stockpile and eliminate two-thirds of its centrifuges.
Iran is also required to allow IAEA inspectors access to all its military sights at any time. In
exchange for this, sanctions against Iran will be reduced and eliminated over time. The
first of which will be the unfreezing of US$ 150 billion in assets within the next four
months. This removal of the sanctions will open the door for Iranian crude to enter the
oil market, and over time, add another 4 million bpd into this already saturated market.
Although this agreement needs to be voted on by the US government, there is little
concern that it will not pass, as President Obama has already announced that he would
veto any legislation that prevents its successful implementation.
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ORGANIZATION OF THE PETROLEUM EXPORTING COUNTRIES (OPEC)
As quoted last quarter, OPEC’s mission is “to coordinate and unify the petroleum policies
of its member countries and ensure the stabilization of oil markets in order to secure an
efficient, economic and regular supply of petroleum to consumers, a steady income to
producers and a fair return on capital for those investing in the petroleum industry.”8
There continues to be lot of concern as to whether OPEC is working to ensure a stable
price for oil, or whether their focus had changed to increasing their overall market share.
As producers with a higher cost of production, U.S. shale oil firms and other non OPEC
producers are becoming less inclined to increase or even maintain production as the price
of oil drops. In Quarter 2, we continued to see headlines and comments such as the
comment on May 13 by the International Energy Agency (IEA), “Bucking the global trend,
Kuwait, Saudi Arabia and the UAE are all raising their rig count and expanding their drilling
programs. Iraq and Libya, meanwhile, continue to raise production against all odds. And
Iranian supplies hit their highest since July 2012.”9
Although OPEC met on June 5 and once again resolved to maintain its 30-million barrel
per day (bpd) ceiling and urged its member countries to adhere to this limit, by mid July it
was apparent that OPEC’s production continued to exceed the 30-million bpd ceiling and
is estimated to be overproducing by 1 to 2 million bpd. On July 17th it was reported that
Russia and OPEC’s Secretary-General Abdullah al-Badri will meet on July 30 to discuss the
oil and markets as well as the lifting of Iranian sanctions.

8
9

OPEC, “Our Mission,” http://www.opec.org/opec_web/en/about_us/23.htm
Zhdannikov, Dmitry & Johnson, Christopher. “Oil glut worsens as OPEC market-share battle just
beginning: IEA” The Globe & Mail, May 13, 2015, Online. Report on Business, International Business
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