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CAD – Canadian dollar 

The BoC’s assessment of the Canadian economy remains generally positive: the negative effects 
of the Alberta wildfires should be limited in time. The real source of uncertainty is oil.  

As unanimously expected, the Bank of Canada left rates unchanged at 0.50% at its meeting of 
25 May. However, the Canadian dollar reacted all the same, strengthening on the 
announcement from USD/CAD 1.31 to 1.29 in less than one day. 

The BoC generally confirmed its positive assessment of the Canadian economy, as expressed last 
month. In the Monetary Policy Report of 13 April it had revised upwards its growth and inflation 
forecasts for this year, respectively from 1.4% to 1.7% and from 1.4% to 1.5%. According to 
the MPR, next year the economy is forecast to accelerate to 2.3%, and inflation is expected to 
converge back to target (2.0%). In light of this scenario, the BoC had slightly brought forward 
the expected closing of the output gap, to 2H 2017, which would be compatible with the start 
of an interest rate hike cycle next year.  

After confirming the overall picture, at its latest meeting the central bank mentioned the 
devastating wildfires which swept Alberta at the beginning of May, estimating that they may 
subtract around 1.25% from economic growth in 2Q, which will therefore prove much weaker 
than forecast last month. However, this should not affect the solidity of the growth trend in the 
course of the year. The BoC expects a rebound in GDP growth already in 3Q, driven by the 
recovery in oil output and by commencement of reconstruction work.  

In light of the outlook for growth and inflation in Canada this year and the next – still positive 
on the whole – we confirm our expectations for a strengthening of Canadian dollar towards the 
USD/CAD 1.25-1.20 range on the 6m-12m horizon.  

In the near term, however, the CAD is exposed to downside risks, also considering its substantial 
appreciation in the opening months of the year, from USD/CAD 1.46 to 1.24 between January 
and April (+18%). The first is the actual impact on GDP of the Alberta wildfires, which should be 
limited in time. The second, potentially more serious risk, is the possibility of a drop in oil prices, 
especially in the wake of their sharp recovery since February, with the WTI on the rise from USD 
26 per barrel to USD 50 (+92%) in just over three months. The Canadian dollar’s downside 
margin should be limited to within the USD/CAD 1.30-1.35 range (mostly in the mid-low end of 
the range).  

Should either of the two risks materialise, forecast growth for this year would have to be revised 
downwards. Therefore, the next BoC meeting on 13 July will be crucial, not so much for the  
decision on rates, expected unchanged again, but for the publication of the Monetary Policy 
Report containing the new growth and inflation projections. Until then, the main driver of the 
exchange rate, especially in terms of any retracements of the Canadian dollar, will be the price 
of oil. With respect to data, the most important releases will be 1Q GDP (31 May) and inflation 
(17 June).  

The Fed meeting on 15 June will also be important: a rate hike should generally work to the 
advantage of the US dollar, weakening the Canadian dollar as a result, although this would 
probably be a temporary reaction.  

All other conditions being equal, the prospect of a fed funds rate hike in the course of the year 
should support the US dollar more against the euro than against the Canadian dollar. As a 
result, the CAD should generally strengthen against the euro in the next few months. However, 
the balance of risks is skewed to the downside, i.e. the CAD may prove weaker than expected in 
the event of the price of oil dipping back down. 

G10 Forex - CAD 

 

30 May 2016 

Regular Note 

Intesa Sanpaolo 
Research Department 

Macroeconomic and  
Fixed Income Research 

Luca Mezzomo 
Chief Economist 

Asmara Jamaleh 
Economist – Forex Markets 
 

Sam
ple



 G10 Forex - CAD 
30 May 2016 

 

Intesa Sanpaolo – Research Department 2 

 

Fig. 1 – Exchange rate and policy rates   Fig. 2 – Exchange rate and oil prices (WTI) 

 
 

 

 

 Source: Thomson Reuters-Datastream  Source: Thomson Reuters-Datastream 

Fig. 3 – EUR/CAD    Fig. 4 – CAD: speculative investor positions (CME) 

 
 

 

 

Source: Thomson Reuters-Datastream   Source: CME and Thomson Reuters-Datastream 

Fig. 5 – USD/CAD exchange rate and inflation differential (*)  Fig. 6 – Nominal effective exchange rate (BIS) 

 

 

 
Source: Thomson Reuters-Datastream and Intesa Sanpaolo elaborations 

(*) Proxy of the inflation differential (ratio of CPI indices in logarithmic diff.) 

 Source: Thomson Reuters-Datastream 
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Tables 

Exchange rates: projections  Exchange rate projections: % changes 

 30.05.2016 1m 3m 6m 12m 24m 
EUR/USD 1.1145 1.10 1.05 1.08 1.13 1.20 
USD/JPY 111.13 115 120 125 122 120 
GBP/USD 1.4618 1.38 1.42 1.48 1.55 1.60 
EUR/CHF 1.1056 1.09 1.10 1.11 1.12 1.15 
EUR/SEK 9.2826 9.25 9.40 9.20 9.10 8.90 
EUR/NOK 9.2982 9.30 9.20 9.10 8.90 8.70 
EUR/DKK 7.4371 7.45 7.45 7.45 7.46 7.46 
USD/CAD 1.3065 1.30 1.27 1.25 1.23 1.20 
AUD/USD 0.7179 0.73 0.68 0.72 0.75 0.80 
NZD/USD 0.6702 0.62 0.60 0.65 0.68 0.72 
EUR/JPY 123.82 127 126 134 138 144 
EUR/GBP 0.7623 0.79 0.74 0.73 0.73 0.75 
EUR/CAD 1.4562 1.43 1.33 1.34 1.39 1.43 
EUR/AUD 1.5517 1.51 1.54 1.49 1.51 1.49 
EUR/NZD 1.6621 1.77 1.75 1.65 1.66 1.66 
 

  1m 3m 6m 12m 24m 
EUR/USD -1.3% -5.8% -3.5% 1.4% 7.2% 
USD/JPY 3.5% 8.0% 12.5% 9.8% 8.3% 
GBP/USD -5.3% -2.9% 1.2% 6.0% 9.5% 
EUR/CHF -1.4% -0.5% 0.4% 1.3% 4.0% 
EUR/SEK -0.4% 1.3% -0.9% -2.0% -4.1% 
EUR/NOK 0.0% -1.1% -2.1% -4.3% -6.4% 
EUR/DKK 0.2% 0.2% 0.2% 0.3% 0.3% 
USD/CAD -0.5% -2.8% -4.3% -5.9% -8.2% 
AUD/USD 1.7% -5.3% 0.3% 4.5% 11.4% 
NZD/USD -7.5% -10.5% -3.0% 1.5% 7.4% 
EUR/JPY 2.2% 1.8% 8.5% 11.3% 16.2% 
EUR/GBP 4.3% -3.0% -4.7% -4.4% -2.0% 
EUR/CAD -1.8% -8.4% -7.7% -4.6% -1.5% 
EUR/AUD -2.9% -0.5% -3.8% -2.9% -3.7% 
EUR/NZD 6.7% 5.3% -0.5% 0.0% -0.1% 
 

Source: Thomson Reuters and Intesa Sanpaolo elaborations  Source: Thomson Reuters and Intesa Sanpaolo elaborations 

Forward exchange rates  Exchange rates: forward points 

 30.05.2016 1m 3m 6m 12m 24m 
EUR/USD 1.1145 1.1156 1.1179 1.1219 1.1312 1.1524 
USD/JPY 111.13 111.01 110.79 110.37 109.32 106.84 
GBP/USD 1.4618 1.4621 1.4627 1.4640 1.4675 1.4748 
EUR/CHF 1.1056 1.1051 1.1042 1.1027 1.0999 1.0935 
EUR/SEK 9.2826 9.2803 9.2767 9.2716 9.2691 9.2828 
EUR/NOK 9.2982 9.3080 9.3284 9.3584 9.4181 9.5463 
EUR/DKK 7.4371 7.4367 7.4347 7.4310 7.4200 7.4138 
USD/CAD 1.3065 1.3065 1.3063 1.3060 1.3048 1.3008 
AUD/USD 0.7179 0.7171 0.7156 0.7136 0.7104 0.7052 
NZD/USD 0.6702 0.6692 0.6671 0.6645 0.6599 0.6503 
EUR/JPY 123.82 123.82 123.83 123.80 123.67 123.24 
EUR/GBP 0.7623 0.7629 0.7642 0.7662 0.7705 0.7815 
EUR/CAD 1.4562 1.4579 1.4605 1.4654 1.4762 1.4985 
EUR/AUD 1.5517 1.5550 1.5616 1.5713 1.5914 1.6332 
EUR/NZD 1.6621 1.6664 1.6748 1.6873 1.7126 1.7638 
 

  1m 3m 6m 12m 24m 
EUR/USD 11.31 34.46 74.45 167.05 379.00 
USD/JPY -11.76 -34.41 -75.97 -181.10 -429.37 
GBP/USD 2.94 8.85 22.34 57.24 130.25 
EUR/CHF -4.75 -14.45 -28.88 -56.93 -120.51 
EUR/SEK -22.77 -59.46 -110.49 -134.67 1.56 
EUR/NOK 98.25 301.86 602.16 1198.61 2480.93 
EUR/DKK -4.00 -23.90 -60.94 -170.58 -233.00 
USD/CAD 0.06 -2.13 -5.21 -17.36 -57.50 
AUD/USD -8.08 -23.17 -43.00 -75.50 -127.00 
NZD/USD -10.45 -31.19 -57.20 -102.63 -199.05 
EUR/JPY -0.34 1.04 -2.33 -15.07 -57.80 
EUR/GBP 5.97 19.18 38.58 82.12 192.15 
EUR/CAD 16.92 43.29 91.51 199.56 422.99 
EUR/AUD 32.83 98.50 195.60 397.29 815.31 
EUR/NZD 42.51 127.34 251.56 505.09 1016.55 
 

Source: Thomson Reuters and Intesa Sanpaolo elaborations  Source: Thomson Reuters and Intesa Sanpaolo elaborations 

Exchange rates: past values  Exchange rates: % chg. vs. past 

 30.05.2016 -1m -3m -6m -12m -24m 
EUR/USD 1.1145 1.15 1.09 1.06 1.10 1.36 
USD/JPY 111.13 106 113 123 124 102 
GBP/USD 1.4618 1.46 1.39 1.51 1.53 1.68 
EUR/CHF 1.1056 1.10 1.09 1.09 1.03 1.22 
EUR/SEK 9.2826 9.20 9.31 9.22 9.38 9.12 
EUR/NOK 9.2982 9.22 9.45 9.19 8.53 8.14 
EUR/DKK 7.4371 7.44 7.46 7.46 7.46 7.46 
USD/CAD 1.3065 1.26 1.35 1.34 1.24 1.08 
AUD/USD 0.7179 0.76 0.71 0.72 0.76 0.93 
NZD/USD 0.6702 0.70 0.66 0.66 0.71 0.85 
EUR/JPY 123.82 122 122 130 136 139 
EUR/GBP 0.7623 0.78 0.78 0.70 0.72 0.81 
EUR/CAD 1.4562 1.44 1.47 1.41 1.37 1.48 
EUR/AUD 1.5517 1.51 1.52 1.46 1.44 1.46 
EUR/NZD 1.6621 1.64 1.65 1.60 1.54 1.60 
 

  -1m -3m -6m -12m -24m 
EUR/USD -2.7% 2.5% 5.5% 1.4% -18.2% 
USD/JPY 4.5% -1.4% -9.7% -10.5% 9.2% 
GBP/USD 0.0% 5.1% -2.9% -4.4% -12.7% 
EUR/CHF 0.7% 1.9% 1.7% 7.0% -9.4% 
EUR/SEK 0.9% -0.3% 0.7% -1.0% 1.8% 
EUR/NOK 0.8% -1.6% 1.2% 9.1% 14.2% 
EUR/DKK -0.1% -0.3% -0.3% -0.3% -0.4% 
USD/CAD 4.1% -3.5% -2.2% 5.0% 20.5% 
AUD/USD -5.6% 0.6% -0.7% -6.0% -22.9% 
NZD/USD -3.9% 1.7% 1.9% -5.6% -21.1% 
EUR/JPY 1.7% 1.1% -4.8% -9.2% -10.7% 
EUR/GBP -2.7% -2.4% 8.6% 6.2% -6.3% 
EUR/CAD 1.3% -1.1% 3.2% 6.5% -1.5% 
EUR/AUD 3.1% 2.0% 6.2% 8.0% 6.0% 
EUR/NZD 1.3% 0.8% 3.6% 7.6% 3.7% 
 

Source: Thomson Reuters and Intesa Sanpaolo elaborations  Source: Thomson Reuters and Intesa Sanpaolo elaborations 
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Central Banks (calendar)  
Monetary policy meetings 

Date (Time) Country   Event 

2 June 

13:45 EUR  ECB: interest rate announcement (current main refi rate  at 0.00% and current deposit facility rate  at -0.40%) 

7 June 

06:30 AUD  RBA: interest rate announcement (current cash target rate at 1.75%) 

8 June 

23:00 NZD  Reserve Bank of New Zealand: interest rate announcement (current official cash rate at 2.25%) and MPS release 

15 June 

20:00 USD  Fed: interest rate announcement (current Fed Funds at 0.25-0.50%) 

16 June 

- JPY  BoJ: policy announcement (current policy rate at -0.10%) 

09:30 CHF  SNB: interest rate announcement (current 3m Libor target range at -1.25%/-0.25%) 

13:00 GBP  Bank of England: interest rate announcement (bank rate expected unchanged at 0.50%) 

23 June 

10:00 NOK  Norges Bank: interest rate announcement (current deposit rate at 0.50%) 

5 July 

06:30 AUD  RBA: interest rate announcement  

6 July 

09:30 SEK  Riksbank: interest rate announcement (current repo rate at -0.50%) 

13 July 

16:00 CAD  Bank of Canada: interest rate announcement (current BoC overnight lending target rate at 0.50%) and MPR release  

14 July 

13:00 GBP  Bank of England: interest rate announcement  

21 July 

13:45 EUR  ECB: interest rate announcement  

27 July 

20:00 USD  Fed: interest rate announcement  

29 July 

- JPY  BoJ: policy announcement  

2 August 

06:30 AUD  RBA: interest rate announcement  

4 August 

13:00 GBP  Bank of England: interest rate announcement and publication of the Inflation Report 

10 August 

23:00 NZD  Reserve Bank of New Zealand: interest rate announcement  

6 September 

06:30 AUD  RBA: interest rate announcement  

7 September 

09:30 SEK  Riksbank: interest rate announcement  

16:00 CAD  Bank of Canada: interest rate announcement  

8 September 

13:45 EUR  ECB: interest rate announcement  

15 September 

09:30 CHF  SNB: interest rate announcement  
 

Source: Intesa Sanpaolo Research Department 
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Specific disclosures: 
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Important Disclosures 
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This document may only be reproduced or published together with the name of Intesa Sanpaolo S.p.A. and Banca IMI S.p.A.. 

Intesa Sanpaolo S.p.A. and Banca IMI S.p.A. have in place a Joint Conflicts Management Policy for managing effectively the 
conflicts of interest which might affect the impartiality of all investment research which is held out, or where it is reasonable for 
the user to rely on the research, as being an impartial assessment of the value or prospects of its subject matter.  A copy of this 
Policy is available to the recipient of this research upon making a written request to the Compliance Officer, Intesa Sanpaolo 
S.p.A., 90 Queen Street, London EC4N 1SA. 

Intesa Sanpaolo S.p.A. has formalised a set of principles and procedures for dealing with conflicts of interest (“Research Policy”).  
The Research Policy is clearly explained in the relevant section of Intesa Sanpaolo’s web site (www.intesasanpaolo.com). 

Member companies of the Intesa Sanpaolo Group, or their directors and/or representatives and/or employees and/or members of 
their households, may have a long or short position in any securities mentioned at any time, and may make a purchase and/or 
sale, or offer to make a purchase and/or sale, of any of the securities from time to time in the open market or otherwise. 

Intesa Sanpaolo S.p.A. issues and circulates research to Major Institutional Investors in the USA only through Banca IMI Securities 
Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1199. 

Residents in Italy: This document is intended for distribution only to clients and qualified counterparties as defined in Consob 
Regulation no. 16190 of 29.10.2007, as subsequently amended and supplemented, either as a printed document and/or in 
electronic form. 

Person and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as 
private customers under rules of the FSA. 

US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in 
SEC Rule 15a-6. US Customers wishing to effect a transaction should do so only by contacting a representative at Banca IMI 
Securities Corp. in the US (see contact details above). 

Valuation Methodology 
Trading Ideas are based on the market’s expectations, investors’ positioning and technical, quantitative or qualitative aspects. 
They take into account the key macro and market events and to what extent they have already been discounted in yields and/or 
market spreads. They are also based on events which are expected to affect the market trend in terms of yields and/or spreads in 
the short-medium term. The Trading Ideas may refer to both cash and derivative instruments and indicate a precise target or 
yield range or a yield spread between different market curves or different maturities on the same curve. The relative valuations 
may be in terms of yield, asset swap spreads or benchmark spreads. 

Coverage Policy And Frequency Of Research Reports 
Intesa Sanpaolo S.p.A. trading ideas are made in both a very short time horizon (the current day or subsequent days) or in a 
horizon ranging from one week to three months, in conjunction with any exceptional event that affects the issuer’s operations.  

In the case of a short note, we advise investors to refer to the most recent report published by Intesa Sanpaolo S.p.A’s Research 
Department for a full analysis of valuation methodology, earnings assumptions and risks. Research is available on IMI’s web s ite 
(www.bancaimi.com) or by contacting your sales representative.   

Disclosure of potential conflicts of interest 
Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa 
Sanpaolo Banking Group”) have adopted written guidelines “Modello di Organizzazione, Gestione e Controllo” pursuant to 
Legislative Decree 8 June, 2001 no. 231 (available at the Intesa Sanpaolo website, webpage 
http://www.group.intesasanpaolo.com/scriptIsir0/si09/governance/eng_wp_governance.jsp, along with a summary sheet, 
webpage https://www.bancaimi.com/en/bancaimi/chisiamo/documentazione/normative ) setting forth practices and procedures, 
in accordance with applicable regulations by the competent Italian authorities and best international practice, including those 
known as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the 
misuse of such information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo 
Banking Group which may adversely affect the interests of the customer in accordance with current regulations.  

In particular, the description of the measures taken to manage interest and conflicts of interest – related to Articles 69-quater 
and 69-quinquies of the Issuers’ Regulation issued by Consob with Resolution no. 11971 of 14.05.1999 as subsequently 

Sam
ple

https://www.bancaimi.com/en/bancaimi/chisiamo/documentazione/normative


 G10 Forex - CAD 
30 May 2016 

 
 

Intesa Sanpaolo – Research Department  7 

7 
 

amended and supplemented, Article 24 of “Rules governing central depositories, settlement services, guarantee systems and 
related management companies” issued by Consob and Bank of Italy, FINRA Rule 2241 and NYSE Rule 472, as well as the FCA 
Conduct of Business Sourcebook rules COBS 12.4.9 and COBS 12.4.10 - between the Intesa Sanpaolo Banking Group and 
issuers of financial instruments, and their group companies, and referred to in research products produced by analysts at Intesa 
Sanpaolo is available in the "Research Rules" and in the extract of "A business model for managing privileged information and 
conflicts of interest" published on the website of Intesa Sanpaolo S.p.A. 

At the Intesa Sanpaolo website, webpage http://www.group.intesasanpaolo.com/scriptIsir0/si09/studi/eng_archivio_conflitti.jsp  
you can find the archive of Intesa Sanpaolo Banking Group's conflicts of interest. 

Furthermore, in accordance with the aforesaid regulations, the disclosures of the Intesa Sanpaolo Banking Group’s conflicts of 
interest are available through the above mentioned webpage. The conflicts of interest published on the internet site are updated 
to at least the day before the publishing date of this report. 

We highlight that disclosures are also available to the recipient of this report upon making a written request to Intesa Sanpaolo 
S.p.A. –  Macroeconomic and Fixed Income Research, Via  Romagnosi, 5 - 20121 Milan - Italy. 

Banca IMI S.p.A., one of the companies belonging to the Intesa Sanpaolo Banking Group, acts as market maker in the wholesale 
markets for the government securities of the main European countries and also acts as Government Bond Specialist, or in 
comparable roles, for the government securities issued by the Republic of Italy, by the Federal Republic of Germany, by the 
Hellenic Republic, by the European Stability Mechanism and by the European Financial Stability Facility. 
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