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2018 got off to a strong start but momentum faded over the 
second half of the year
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Aside from the US, growth slowed across the G7 last year

3

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

US Canada France Germany UK Italy Japan

2017

2018 (through Q3)

annual % change in real GDP

GDP growth in G7 economies

Source: Statistics Canada, BEA, ONS, EuroStat, Cabinet Office of Japan, RBC Economics Research



ECONOMICS I  RESEARCH

US-China trade tensions are a key source of uncertainty
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Growth concerns and trade tensions have driven a ‘risk off’ move 
in financial markets

5

100

110

120

130

140

150

160

170

180

190

200

2000

2200

2400

2600

2800

3000

Jan/17 Apr/17 Jul/17 Oct/17 Jan/18 Apr/18 Jul/18 Oct/18 Jan/19

S&P 500 index (left axis)

Corporate bond spread (right axis)

S&P 500 index level, US BBB corporate bond spread in basis points

US equities and corporate bond spreads

Source: Wall Street Journal, Bloomberg, RBC Economics Research



ECONOMICS I  RESEARCH

Central banks will keep raising rates, but at a more gradual pace 
in 2019
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The US economy won’t maintain last year’s 3% pace, but growth 
should remain above trend in 2019
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After two years of solid growth, Canadian unemployment is low 
and inflation is at the BoC’s 2% target
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Rising interest rates will put upward pressure on households’ debt 
service costs
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Regulatory changes and rising interest rates have weighed on 
home sales, and building activity is starting to slow
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Less support from consumers and housing will be the main factor 
behind slower growth this year
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Businesses plan to investment amid growing capacity pressures, 
less uncertainty over NAFTA
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The federal government recently announced tax incentives to 
encourage new capital spending
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Low unemployment is encouraging, but labour shortages have 
become a challenge for businesses
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A sharp decline in oil prices and mandated production cuts will 
weigh on Alberta’s economy this year
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Growth is expected to moderate in 2019 amid growing capacity 
pressures and energy sector woes (except in BC)
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Disclaimer

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 authorization 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 information 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.
©Royal Bank of Canada.
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