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Special Edition Canada Outlook
Bank of Canada raised its policy rate by 0.50%, the sixth 
consecutive rate hike 

The sixth consecutive interest rate hike in the post COVID-
19 rate hike cycle, bringing the policy rate well above the 
Bank’s neutral range of 2-3%  
At its October meeting, the Bank of Canada (BoC) raised its policy rate for the sixth 
time in the post COVID-19 rate hike cycle that started in March. The BoC raised its 
policy rate from 3.25% to 3.75% at this meeting. This 0.50% rate hike is a step-down 
from the 0.75% rate hike in September which was a step-down from the 1% rate 
hike in July. This rate hike surprised the market and the majority of economists as a 
0.75% rate hike had become widely expected into the meeting after a speech by 
Governor Tiff Macklem in early October that shaped market expectations together 
with the September CPI reading. This slow-down in pace and smaller than expected 
rate hike is a meaningful step by the Bank towards pivoting from an on-going rate 
hike stance to a meeting-by-meeting decision stance.  

Headline inflation eased but underlying inflation pressures 
are broad-based and have not shown signs of easing  
Since the September BoC interest rate decision, headline CPI inflation eased from 
7.6% to 6.9%. The easing was driven by the decline in gasoline prices. Although 
headline inflation had eased, inflationary pressures remained broad-based with two-
thirds of CPI components increasing more than 5% over the past year. Inflation, 
excluding food and energy, and BoC’s core inflation measures are all around 5% and 
are not yet showing meaningful evidence that underlying price pressures are easing. 
These elevated inflationary pressures reflect excess demand in the Canadian 
economy and tight labour markets with almost one million job vacancies.  

This 0.50% rate hike balances the risks of under- and over-
tightening amid slowing growth 
Based on the current projection by the Bank, Canada’s GDP growth is expected to 
stall through the end of this year and the first half of 2023. Amid this slow down to a 
stalling speed, for the first time since the start of this rate hike cycle, the Bank 
explicitly turned very mindful on the risks of higher interest rates to the Canadian 
economy and wanted to balance the risks of under-tightening that might fail to 
reduce inflation to target and the risks of over tightening that might have harmful 
consequences for people’s ability to service their debts, for their jobs, and for their 
businesses. As a result, the Bank decided to scale down its rate hike pace to 0.50% 
in this decision after raising the policy rate by 0.75% and 1% respectively over the 
last two decisions in September and July.  

The policy rate will need to rise further but this rate hike 
cycle is getting closer to the end  
At the conclusion of this decision, the BoC expects that the policy interest rate will 
need to rise further given elevated inflation and inflation expectations. But as a 
significant amount of rate hikes took place since March, together with quantitative 
tightening complementing increases in the policy rate, tighter monetary policy is 
working through the economy. The BoC signalled this rate hike cycle is getting 
closer to the end although it is not there yet. Thus, looking ahead to the December 
BoC decision, the Bank is still expected to raise its policy rate further and the pace is 
currently expected to be more towards a 0.25% hike. 

Key takeaways 

 A 0.50% rate hike 
following a 0.75% rate 
hike in September, 
bringing the policy rate 
well above the BoC’s 
neutral range of 2-3% to 
restrain excess demand 
and dampen elevated 
inflation. 

 The BoC scaled down 
its rate hike pace to 
balance the risks of 
under- and over-
tightening amid slowing 
growth. 

 The policy rate will still 
need to rise further to 
return inflation to the 
2% target, but this rate 
hike cycle is closer to 
the end after this rate 
hike.  
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Important Information: 

Sources include HSBC Global Research, Bloomberg, RIMES, Statistics Canada and the Bank of Canada. 

This document or video has been prepared by HSBC Global Asset Management (Canada) Limited (“AMCA”) and is 
distributed by and/or made available to clients of HSBC Investment Funds (Canada) Inc. (“HIFC”), HSBC Private 
Investment Counsel (Canada) Inc. (“HPIC”) and the HSBC InvestDirect division within HSBC Securities (Canada) Inc. 
(“HIDC”) (“we” refers to AMCA, HIFC, HPIC, and HIDC collectively). 

The contents of this document or video may not be reproduced or further distributed to any person or entity, whether in 
whole or in part, for any purpose or otherwise, without the prior written permission of AMCA. All non-authorised 
reproduction or use of this document or video will be the responsibility of the user and may lead to legal proceedings. 

The material contained in this document or video is for general information purposes only and does not constitute advice 
or a recommendation to buy or sell investments. Some of the statements contained in this document or video may be 
considered forward-looking statements which provide current expectations or forecasts of future events. Such forward-
looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results 
may differ materially from those described in such forward-looking statements as a result of various factors. We do not 
undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual 
results could differ from those projected in the forward-looking statements. This document or video has no contractual 
value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial 
instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are those of 
AMCA at the time of preparation and are subject to change at any time. These views may not necessarily indicate current 
portfolios' composition. Individual portfolios managed by AMCA primarily reflect individual clients' objectives, risk 
preferences, time horizon, and market liquidity. 

The value of investments and the income from them can go down as well as up and investors may not get back the 
amount originally invested. Past performance contained in this document or video is not a reliable indicator of future 
performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an 
indication of future results. Where overseas investments are held, the rate of currency exchange may cause the value of 
such investments to go down as well as up. Investments in emerging markets are by their nature higher risk and 
potentially more volatile than those inherent in some established markets. Economies in emerging markets generally are 
heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely by 
trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures 
imposed or negotiated by the countries with which they trade. These economies also have been and may continue to be 
affected adversely by economic conditions in the countries in which they trade. 

We accept no responsibility for the accuracy and/or completeness of any third-party information obtained from sources 
we believe to be reliable, but which have not been independently verified. 

This information has been prepared for informational purposes only and is not intended to provide and should not be 
relied on for accounting, legal or tax advice. You are advised to obtain appropriate professional advice where necessary. 

All products and services of HIFC, AMCA, HIDC and HPIC are only available for sale to residents of Canada, unless the 
laws of a foreign jurisdiction permit sales to its residents. Please contact an HSBC Mutual Fund Advisor or HPIC 
Investment Counsellor for more details. The contents of this report should not be considered an offer to sell or a 
solicitation to buy products or services to any person in a jurisdiction where such offer or solicitation is considered 
unlawful. 

Important Information about HSBC Global Asset Management (Canada) Limited (“AMCA”) 

HSBC Asset Management is a group of companies in many countries and territories throughout the world, including 
AMCA, that are engaged in investment advisory and fund management activities, which are ultimately owned by HSBC 
Holdings plc. AMCA is a wholly owned subsidiary of, but separate entity from, HSBC Bank Canada. 

Important Information about HSBC Investment Funds (Canada) Inc. (“HIFC”) 

HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC Mutual Funds and/or the HSBC Pooled 
Funds through the HSBC World Selection® Portfolio service. HIFC is a subsidiary of AMCA, and indirect subsidiary of 
HSBC Bank Canada, and provides its products and services in all provinces of Canada except Prince Edward Island. 
Mutual fund investments are subject to risks. Please read the Fund Facts before investing.  

®World Selection is a registered trademark of HSBC Group Management Services Limited. 
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Important Information about HSBC Private Investment Counsel (Canada) Inc. (“HPIC”) 

HPIC is a direct subsidiary of HSBC Bank Canada and provides services in all provinces of Canada except Prince Edward 
Island. The Private Investment Counsel service is a discretionary portfolio management service offered by HPIC. Under 
this discretionary service, assets of participating clients will be invested by HPIC or its delegated portfolio manager, HSBC 
Global Asset Management (Canada) Limited (“AMCA”), in securities, including but not limited to, stocks, bonds, mutual 
funds, pooled funds and derivatives. The value of an investment in or purchased as part of the Private Investment 
Counsel service may change frequently and past performance may not be repeated. 

Important Information about HSBC InvestDirect (“HIDC”) 

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of, but separate entity from, HSBC Bank Canada. 
HIDC is an order execution only service. HIDC will not conduct suitability assessments of client account holdings or of the 
orders submitted by clients or from anyone authorized to trade on the client’s behalf. Clients have the sole responsibility 
for their investment decisions and securities transactions.  

Copyright © HSBC Global Asset Management (Canada) Limited 2022. All rights reserved. No part of this publication may 
be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, 
photocopying, recording, or otherwise, without the prior written permission of HSBC Global Asset Management (Canada) 
Limited. 

Past performance is not an indication of future returns. 
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