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DOUBLE MANDATE

The U.S. economy has been marching to its own
beat for the past few months, thanks to robust
growth, a vigorous job market, but also stubbornly
high inflation. A gap in monetary policy has therefore
developed, notably between the United States and
Canada, which tends to keep the USD strong.

But we’re starting to see signs of a slowdown. On
Friday, for example, job creation numbers were a
disappointment (175,000 vs. 240,000 expected) for
April. The previous month’s reading was also
downgraded by 22,000. Unemployment crept up
from 3.8% to 3.9%. Other indicators (purchasing
managers, ISM, PMI) also showed an economy
losing steam.

However, the “price” component of some of these
indexes remains high. With core inflation at 3.8%,
the Fed could find itself dealing with a puzzle
brought on by its double mandate (price stability and
jobs): keep its key rate at current levels to get the
upper hand on inflation or cut rates to favour a soft
landing.

For the time being, a first rate cut is expected by
markets in July in Canada and in November in the
United States. Any changes in these expectations
will have an impact on currencies.

Have a great day,

Olivier Cosialls

Economic news to watch today

Nothing to monitor

Market Moves
Source: Bloomberg at market close

USD/CAD 1.3686 +0.0012

EUR/USD 1.0761 +0.0036

EUR/CAD 1.4729 +0.0063

TSX 21,947 +0.57%

S&P500 5,128 +1.26%

WTI Oil 78.11 -1.06%

CA 10-YR Bond Yield 3.65% -2.38%

US 10-YR Bond Yield 4.51% -1.60%

Trends

Range of the day 1.3625 1.3725

Range of the next 5 days 1.3550 1.3800
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This document is provided for information purposes only and is intended for use by Accredited Counterparties under the
Derivatives Act (Québec) and Qualified Parties as defined under ASC, BCSC, SFSC, MSC and NBSC orders.

•

National Bank of Canada and its subsidiaries (the “Bank”) act solely as an arm's length contractual counterparty and not as an
advisor or trustee, and are not bound by any legal obligation to advise on the validity or opportunity to transact an instrument or a
financial product. Accordingly, the client should not regard transaction proposals or other written or oral communications from the
Bank as a recommendation to transact or as advice that a transaction is appropriate or meets his specific financial objectives.

•

Financial transactions involve a variety of potentially significant risks and issues. Before entering into any financial transaction, it
is important to fully understand its terms, to have evaluated the risks, and to have determined that the transaction is suitable for
the client's specific needs and objectives, level of experience, financial and operational resources, and any other relevant factors.
This document does not purport to describe all of the risks associated with financial transactions and should not be construed as
advice in this respect. The Bank strongly recommends independent consultation with tax, legal, accounting and financial advisors
before entering into the transaction in order to obtain an assessment of the benefits and risks of the transaction with respect to the
transaction-specific circumstances.
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The contents of this document do not constitute an offer to enter into any tr ansaction. We believe the information to be reliable,
but make no representation as to its accuracy or completeness. This document may refer to some terms included only for
discussion purposes and does not constitute a guarantee that a transaction will be concluded based on those financial terms or
otherwise. The strategies, scenarios and risks described and/or presented in this document are based on hypothetical examples,
and the true and final strategies, scenarios and risks may vary depending on the circumstances
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