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Change Week % Change 
Week

% Change 
YTD

%Change 1 
Year

Trailing 
P/E 

126.01 0.38% 0.84% 6.95% 20.1

67.90 1.65% 9.18% 7.46% 22.2

373.15 3.04% 20.94% 11.15% 27.6

-68.56 -0.34% 4.98% 0.84% 14.0

Dow Jones Euro Stoxx 50 4,395.30 77.42 1.79% 15.86% 20.73% 13.5

FTSE 100 (UK) 7,756.87 2.25 0.03% 4.09% 6.22% 9.8

DAX (Germany) 16,275.38 361.56 2.27% 16.89% 17.24% 13.7

Nikkei 225 (Japan) 30,808.35 1,420.05 4.83% 18.06% 16.69% 17.4

Hang Seng (Hong Kong) 19,450.57 -176.67 -0.90% -1.67% -3.33% 9.9

Shanghai Composite (China) 3,283.54 11.18 0.34% 6.29% 6.02% 12.0

MSCI World 2,840.12 30.77 1.10% 9.12% 7.11% 17.7

MSCI EAFE -9.98 -0.47% 8.87% 8.05% 14.1

Change Week % Change 
Week

% Change 
YTD

%Change 1 
Year

Trailing 
P/E 

-1.25 -0.47% 4.90% 15.26% 21.5

-10.90 -1.25% 4.53% 13.13% 18.9

6.15 2.78% -6.37% -9.78% 6.6

-0.12 -0.03% 0.98% -3.79% 11.1

1.35 6.63% 11.74% -30.80% N/A

1.93 0.47% 8.52% 21.48% 24.4

4.15 2.27% 37.18% 36.18% N/A

-9.38 -2.62% 6.37% -2.54% 14.5

-2.43 -0.79% 1.54% -7.86% 19.3

0.42 0.22% 4.82% -1.40% 23.3

-4.08 -1.26% 7.90% -10.06% 21.4

Change Week % Change 
Week

% Change 
YTD

%Change 1 
Year NBF 2023E

1.72 2.46% -10.59% -36.05% $79.00

0.33 14.39% -42.08% -68.80% $2.95

-54.50 -2.71% 7.71% 6.45% $1,984

Copper futures (US$/Pound) 0.01 0.22% -2.13% -13.08% $4.01

Curr. Net 
Change

% Change 
Week

% Change 
YTD

%Change 1 
Year

NBF 
Q4/23e

0.0024 0.33% 0.34% -5.03% 0.76

-0.0045 -0.41% 0.94% 2.05% 1.11

-0.0012 -0.10% 2.88% -0.12% 1.25

2.23 1.64% 5.21% 7.93% 130
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WEEKLY ECONOMIC WATCH  
 
 

CANADA - The Consumer Price Index rose 0.7% in April, overshooting the 0.4% increase 
expected by consensus (not seasonally adjusted). In seasonally adjusted terms, headline prices were 
up 0.6% after climbing 0.3% the prior month. This translated into an annual inflation rate of 4.4%, up 
one tick from the month before. Prices increased in 7 of the 8 categories surveyed, including 
transportation (+1.1%), shelter (+0.6%), health/personal care (+0.5%), and food (+0.5%). Meanwhile, 
prices decreased in the clothing and footwear category (-0.2%). Annual inflation was below the national 
average in Alberta (+4.3%), Ontario (+4.3%), and British Columbia (+4.3%) while it was above that 
mark in Quebec (+4.8%). Core inflation measures were as follow: 4.2% for CPI-trim (down two ticks 
from the prior month) and 4.2% for CPI-median (down three ticks). As a result, the average of the two 
measures slid from 4.4% to 4.2%. Contrary to economists' consensus expectations, annual inflation 
increased in April for the first time since June 2022. To be sure, the price of gasoline, which posted its 
largest increase since October 2022, was a big reason inflation did not improve in the month. But there 
was more to it than just that. No less than five of the eight major components recorded monthly 
increases of 0.5% or more (after seasonal adjustment). Food was part of this group, which was 
disappointing as this component had shown signs of moderation the month before. Also, the average 
annual rate for the two core inflation measures favoured by the central bank slipped two ticks to 4.2%, 
but this was due mostly to a base effect, seeing how April's figures were not encouraging. In fact, both 
the CPI-median and the CPI-trim rose at a 0.4% pace in April, their largest increases since October 
2022 and July 2022, respectively. As a result, the average three-month annualized change for these 
two measures jumped three ticks to 3.7%. 
 

 
 

While April's stats were disappointing, there was some good news for the coming months. Gasoline 
prices have been falling so far in May, which should contribute to a large moderation in annual inflation, 
especially as favourable base effects tend to occur in May and June. Indeed, the months of high 
inflation that followed the start of the war in Ukraine will continue to be removed from the calculations, 
and the negative base effect will disappear from the year-over-year rate of change. While this week’s 
numbers will likely put the central bank on alert, it does not mean that interest rate hikes should resume 
right away. According to our current inflation forecast, real interest rates will be above 1.0% in June. 
This will put them at their most restrictive in 15 years. Such a restrictive monetary policy should be 
enough to calm the Canadian economy significantly in the coming quarters and, as a result, cool 
inflation. 
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Retail sales dropped 1.4% in March to C$65.3 billion, in-line with consensus expectations for a 1.4% 
pullback. The prior month’s result, meanwhile, were unrevised. Consumer outlays declined in 5 of the 
9 subsectors covered in the third month of 2023, led by lower sales at motor vehicles/parts dealers (-
4.4%), gasoline stations (-3.9%) and clothing/accessories (-1.2%). These losses were not offset by 
increases for building materials/garden supplies (+1.6%), sporting goods/hobbies/misc. (+1.6%) and 
general merchandise (+0.6%). Excluding autos, retail sales fell 0.3% m/m, 5 ticks better than the 
median economist forecast calling for a -0.8% print. On a regional basis, sales were down in nine of 
the ten provinces, with the biggest losses occurring in Ontario (-1.7%), New Brunswick (-10.7%), 
Quebec (-0.9%) and Alberta (-1.3%) among others. British Columbia for its part, registered the only 
gain, increasing +0.9% in the month. In real terms, retail sales regressed 1.0% Canada-wide. Finally, 
Statistics Canada’s early estimate for April showed a 0.2% increase in nominal sales. March’s retail 
sales report registered a negative print, but it was in-line with consensus expectations. Nonetheless, 
the pullback was the largest in 8 months and marks a second decline after retail sales peaked in the 
first month of the year. To be fair, the headline figure was pulled down by large declines for both motor 
vehicles/parts dealers as well as gasoline station receipts. Looking at core retail sales which exclude 
the latter two sectors, the picture was somewhat brighter with the narrower measure registering an 
increase of 0.3% in the month.  

 
Circling back to autos, following seven months of consecutive expansions, the sector registered its 
largest decline in a year. As mentioned in our previous note, we believe there is a risk for moderation 
in this sector as expensive sticker prices combined with steeper financing costs limit sales. The 
decline in gasoline station receipts was in part attributable to lower gas prices in the month as the 
same indicator on a volume basis declined at a slower pace (-1.3% real vs -3.9% nominal). There was 
some progression for housing related purchases (e.g. building material and furniture), as building 
materials increased 1.6% in the month while furniture was flat. While we still hold the view that these 
categories should remain subdued, the moderation could be shorter than anticipated as the real estate 
market appears to be gaining some steam in the latest resale market reports. Looking at the quarterly 
picture, after having increased 1.4% annualized in the last quarter of 2022, real retail sales expanded 
at 4.9% in the first quarter of 2023. That suggests a decent contribution from goods consumption to 
growth in Q1. 

 
Looking ahead, the handoff for the second quarter is weak and the advanced retail indicator for April is 
indicating that sales may have only edged up 0.2% nominal which means that real sales may have 
declined given just released CPI figures. 

The Week at a Glance 
 
 

165640_1666cbfc-6d84-4ba0-bd29-fce5bf410312.pdf



 
 NBF Economy 

& Strategy 
Group 

 

 
 

After decreasing 3.6% in February, manufacturing sales increased 0.7% in March as expected by 
consensus. The higher sales came exclusively from durable goods (2.6%), as non-durable goods (-
1.1%) declined in the month. Where durables goods are concerned, the gain was attributable 
primarily to transportation equipment (+7.7%) and primary metal manufacturing (+4.6%) against a 
decrease for fabricated metal product (-2.1%). Regarding the transportation equipment industry, the 
increase stemmed from aerospace parts and products (+18.8%), the motor vehicle segment 
(+8.6%), and motor vehicle parts (+1.4%). On the non-durable goods front, the deterioration was 
due mostly to pullbacks in plastics/rubber products (-2.9%), paper manufacturing (-2.7%), and 
petroleum/coal product (-2.0%), while clothing manufacturing progressed (+1.6%). Sales were up in 
10 of the 21 industries covered. At the provincial level, P.E.I. (+8.8%), Alberta (+3.9%), Quebec 
(+2.5%), Nova Scotia (+0.5%), and Newfoundland (+0.5) all recorded a monthly increase in 
manufacturing sales. With the price effect removed, total factory sales were up 1.1% in March while 
real inventories rose 0.9%. As a result, the real inventory-to-sales ratio edged down from 1.74 to 
1.73, a historically high level. The not-seasonally-adjusted capacity utilization rate of all 
manufacturing sectors rose from 77.5% in February to 81.3% in March. 

Despite a decline in February, the consensus-matching increase in March combined with the strong 
increase in January resulted in manufacturing sales growing an annualized 5.6% in the first quarter. 
The motor vehicle, aerospace product and parts, and primary metal segments were the main 
contributors to the increase. The motor vehicle segment bounced back 8.6% from an 11.8% decline 
in February. Notwithstanding less supply chain volatility and more semiconductor chip deliveries, 
the industry faced challenges owing to higher raw material costs and interest rates. These impacted 
both prices and demand for new motor vehicles, according to Statistics Canada. As a result, the 
average price of motor vehicles manufactured in Canada was more than 20% higher this March 
than the same month the previous year. Where aerospace product and parts were concerned, the 
sharp increase was attributable to some major aerospace companies reporting positive net income 
along with higher revenues and profit in the first quarter following the delivery of multiple aircrafts 
and sales of other aerospace products and parts. Regarding primary metals, the increase was due 
to both higher prices and higher volumes. It was even more pronounced for non-ferrous metals 
(+44.5%), thanks to an upswing in the price of gold and silver on account, in part, to concerns over 
the banking crisis in the United States. As a result, shipments in this industry progressed slightly 
(+0.9%) on a 12-month basis. However, they remained 27% above their pre-pandemic levels. 
Elevated levels of real inventories suggest that manufacturing shipments will continue to moderate 
going forward. Some discounting to liquidate product could contribute to lower inflation. 

On a seasonally adjusted basis, home sales increased 11.3% from March to April, a third 
consecutive monthly increase and the first double-digit gain since the summer of 2020. 

 
Unlike in the previous month, the increase in sales was spread across all the provinces, save New 
Brunswick (-2.5%) and Newfoundland (-17.0%). The growth was explained by jumps in Ontario 
(+18.8%), British Columbia (+15.7%), Nova Scotia (+11.7%) and, to a smaller degree, Alberta 
(7.8%), Manitoba (5.5%), P.E.I. (2.8%), Quebec (1.5%), and Saskatchewan (1.4%). This rebound in 
the real estate sector can be explained in part by the stabilization of interest rates. Indeed, now that 
the Bank of Canada has stopped raising its policy rate, buyers are probably perceiving less 
uncertainty and taking action. Another factor is the strong demographic growth in the country. This 
is stimulating the market particularly in large cities such as Toronto and Vancouver, which receive a 
large share of immigration. Although this factor should support the housing market in the months to 
come, still-high interest rates, tighter lending conditions, and the slowdown of the Canadian 
economy should limit the recovery. 
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On the supply side, new listings rose 1.6% in April, a first increase in three months. A large 
proportion of sellers continued to change their minds, as an estimated 17% of listings were 
withdrawn in the past three months. However, this proportion was sinking fast. Overall, supply 
decreased in Canada as evidenced by the drop in months of inventory (ratio of active listings to 
sales) from 3.8 to 3.3. Though this was up from the trough of 1.7 hit during the pandemic, it was still 
low on a historical basis. 
 

 
 

As a result, the active-listings-to-sales ratio remained below its historical average in the majority of 
Canadian provinces. Only in Manitoba was the ratio above average. 
 

 
 

The Teranet–National Bank Composite National House Price Index™ remained relatively stable 
in April as it dipped 0.1% from the previous month after adjusting for seasonal effects. After seasonal 
adjustment, 5 of the 11 markets in the index were down in the month: Edmonton ( 2.5%), Ottawa-
Gatineau (-2.1%), Vancouver (-0.9%), Hamilton (-0.5%), and Montreal (-0.2%). Conversely, prices 
were up in Quebec City (+1.2%), Toronto (+0.7%), Winnipeg (+0.5%), Calgary (+0.3%), and Victoria 
(+0.1%). They were flat in Halifax. From April 2022 to April 2023, the composite index decreased 
8.5%, a record annual contraction. Price growth in Calgary (6.9%) and Quebec City (2.7%) was 
more than offset by declines in Edmonton (-0.4%), Montreal (-3.1%), Halifax (-4.6%), Winnipeg (-
7.8%), Vancouver (-8.6%), Victoria (-8.8%), Ottawa-Gatineau (-9.7%), Toronto ( 12.2%), and 
Hamilton (-14.8%). After seasonal adjustment, the Teranet-National Bank composite HPI remained 
essentially unchanged from March to April after declining 0.8% the previous month. This stabilization 
coincides with a resurgence of activity in the property resale market. 
 

 
 

Since peaking in the spring of 2022, the composite index has dropped a record 8.7% cumulatively. 
The downturn has been caused by extremely aggressive monetary tightening. 
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In the coming months, it is highly likely that the composite index will return to short-term growth, 
supported by the renewed vigour of home sales in a context where supply remains low on a historical 
basis. This revival of the real estate sector is partly explained by the stabilization of interest rates. 
Since the Bank of Canada stopped raising its key rate a few months back, buyers may be perceiving 
less uncertainty, which is prompting them to make a move. Strong demographic growth is certainly 
another factor underlying this increase, especially in large urban centres that attract newcomers. It 
remains to be seen whether this strength in the real estate market proves temporary in a context 
where interest rates are still high, lending conditions are tightening, and the labour market is not 
immune to a downturn. 

In April, housing starts increased 47.8K to 261.6K (seasonally adjusted and annualized), 
overshooting consensus expectations calling for a 220.0K print. The increase more than offset 
March’s 27.7K decline and was the sharpest since November 2021. In urban areas, housing starts 
were up in Ontario (+35.8K to 110.7K), British Columbia (+9.9K to 58.1K), the Maritimes (+4.0K to 
9.8K) and Quebec (+2.3K to 29.4K). They were down in the Prairies (-2.8K to 33.2K) on losses in 
Manitoba (-3.5K to 4.0K) and Saskatchewan (-0.3K to 2.4K), which outweighed gains in Alberta 
(+1.1K to 26.8K). Starts increased in Toronto (+20.8K to 59.5K), Vancouver (+13.0K to 49.4K), and 
Montréal (+4.3K to 14.3K), while they fell slightly in Calgary (-1.0K to 13.1K). The monthly increase 
stemmed exclusively from urban starts (+49.2K to 241.6K), with gains concentrated in the multi-unit 
segment (+50.0K to 201.6K) while the single-family segment pulled back slightly (-0.7K to 40.0K). 
Rural starts, meanwhile, decreased 1.5K to 20.0K in the month. Housing starts rose more than 
expected by consensus in April, posting their largest increase since November 2021 thanks to gains 
in 7 of the 10 provinces. Despite this monthly increase, we expect Canadian homebuilders to 
proceed cautiously in the coming months given the ongoing economic slowdown. However, high 
immigration levels should support strong housing demand in the coming months, particularly in the 
rental segment. 
 
UNITED STATES - After decreasing 0.7% in March (revised upward from -1.0%), retail 
sales edged up 0.4% in April, half as much as expected by consensus. Sales of motor vehicles and 
parts rose 0.4% after falling 1.4% the previous month. Without autos, retail outlays increased 0.4% 
as increases for miscellaneous retailers (+2.4%), non-store retailers (+1.2%), health and personal 
care items (+0.9%), general merchandise (+0.9%), and building materials (+0.5%) more than offset 
declines for sporting goods (-3.3%), gasoline stations (-0.8%), furniture (-0.7%), and electronics (-
0.5%), among others. Sales progressed in 7 of the 13 categories surveyed. Core sales (i.e., sales 
excluding food services, auto dealers, building materials, and gasoline stations), which are used to 
calculate GDP, increased 0.7% and were tracking a robust 4.7% on a three-month annualized basis. 
This suggests that goods consumption could contribute to GDP growth in the second quarter of the 
year. However, a still-negative hand-off could limit prospects for Q2.  
 
In May, the Empire State Manufacturing Index of general business conditions recorded its largest 
monthly loss since January 2023, declining 42.6 points to -31.8, far worse than expected by 
consensus (-3.9). The shipments (from 23.9 to -16.4) and the new orders (25.1 to -28.0) sub-indices 
turned around sharply back into contractions territory. Delivery times (from 0.0 to -5.7) and unfilled 
orders (from 0.0 to -13.2) began pulling back again after a break the month before. This stoked a 
fourth consecutive decline in employment (-8.0 to -3.3). Input prices (from 33.0 to 34.9) began 
retracting for the first time since January 2023. Business expectations for the six months ahead 
edged up (from 6.6 to 9.8) but remained at a level well below their long-term average (36.4), 
suggesting business continued to anticipate little improvement over this period. 

The Week at a Glance 
 
 

  

 
 

 

165640_1666cbfc-6d84-4ba0-bd29-fce5bf410312.pdf



«   NBF Economic 
& Strategy 

Group 

The Philly Fed Manufacturing Business Outlook Index moved from -31.3 in April to -10.4 in May, its 
ninth consecutive negative reading. New orders (from -22.7 to -8.9) and shipments (from -7.3 to -4.7) 
continued to contract at factories operating in eastern Pennsylvania, southern New Jersey, and 
Delaware, but they did so at a slower pace than in March. The employment index fell from -0.2 to -8.6, 
the index’s third consecutive negative reading. Supplier delivery times (from -25.0 to -9.3) reduced less 
rapidly, and input price inflation (from 8.2 to 10.9) increased after a significant drop the previous month. 
The prices received gauge (from -3.3 to -7.0) remained below 0 for a second consecutive month for the 
first time in nearly three years, signaling a rapid moderation in price pressure in the manufacturing 
sector. The index tracking future business activity, meanwhile, dropped from -1.5 to -10.3, further below 
its long-term average (~34.0). 
 
In April, industrial production increased 0.5% on a monthly ba-sis, a tick more than the median 
economist forecast of 0.4%. After decreasing 0.5% in March, manufacturing output grew 1.0% on gains 
for both durable (+1.0%) and nondurable (+0.4%) goods. Production in the motor vehicles segment was 
up 11.2%. Utilities output, meanwhile, slipped 11.8% on a 26.9% loss for natural gas and an 8.8% loss 
for electricity. Finally, production in the mining sector grew 1.9%. Capacity utilization in the industrial 
sector increased slightly in April, moving from 79.4% to 79.7%. In manufacturing, it increased from 
77.6% to 78.3%. 
 
In April, housing starts increased for only the second time in eight months, edging up 2.2% to 1,401K 
(seasonally adjusted and annualized), as expected by consensus (1,400K). However, the improvement 
was somewhat tarnished by a downward revision to the previous month's print (from 1,420K to 1,371K). 
The increase in starts in April was due to an improvement in both the single-family segment (+1.6% to 
555K) and the multi-family segment (+3.2% to 846K). Homes under construction, too, rose in the 
month. They went from 1,668K to 1,675K for a second increase in six months. However, seeing how 
this indicator tends to follow the trend in housing starts with some delay, the number of homes under 
construction could begin to decline again in the coming months given the recent weakness in starts. If 
so, it could translate into job losses in the sector down the road. 
 

 
 

Building permits, for their part, fell 1.5% in April to 1,416K on a steep decline in the multi-family 
segment (-7.7% to 561K). Permits delivered for construction of single-family dwellings, meanwhile, 
progressed 3.1% to 855K. Although it remained close to the 50-year high reached back in October 
(302K), the number of authorized residential projects for which construction had not yet begun 
decreased from 293K in March to 290K in April. 

Homebuilder sentiment rose for the fifth month in a row in May as measured by the National 
Association of Home Builders Market Index, which crept up 5 points to an eight-month high of 50. 
NAHB data also signaled an increase in prospective buyers’ traffic: It climbed two ticks to 33.  

Existing-home sales retraced for the 14th time in 15 months in April, sliding 3.4% to 4,280K 
(seasonally adjusted and annualized). This was slightly weaker than the median economist forecast 
calling for a 4,300K print. Contract closings declined 3.5% in the single-family segment (to 3,850K) and 
2.3% in the condo segment (to 430K). Thanks to lower sales, the inventory-to-sales ratio jumped from 
2.6 in March to 2.9 in April (<5 indicates a tight market for the National Association of Realtors) as the 
number of homes available on the market remained extremely low. Indeed, there were only 1040K 
properties on sale in the month (not seasonally adjusted), the second lowest level ever recorded in a 
month of April. Properties that sold in April 2023 had been on the market for 22 days on average, 7 
days less than in the prior month. Insufficient supply and low interest rates during the pandemic helped 
propel prices up at breakneck speed. Waning demand and still-elevated mortgage rates seem to be 
having the opposite effect now. The median price paid for a previously owned home stood at $388,800 
in April, down -1.7% on a 12-month basis. This was only the second annual decline recorded since 
February 2012. 
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Since mortgage rates have probably peaked, we expect home sales to stabilize in the coming months, 
if not increase a little. That said, they should remain below the levels observed before the pandemic at 
least until the Federal Reserve changes its tune and opens the door to rate cuts, something that may 
not happen before the last quarter of 2023. 

The Conference Board’s index of leading economic indicators (LEI) declined for the 13th straight 
month in April, sliding 0.7 point to a two-and-a-half-year low of 107.5. Six of the ten underlying 
economic indicators acted as a drag on the headline index, with the biggest negative contributions 
coming from consumer expectations (-0.26 pp), ISM new orders ( 0.21 pp), and interest rate spread (-
0.17 pp). Historical analysis shows that an annualized drop of 3.5% in the LEI index over six months, 
coupled with a six-month diffusion index below 50%, is generally symptomatic of a pending recession. 
Both conditions were met in April: The LEI index dropped 8.7% annualized over six months and the 
six-month diffusion index stood at 20%  

 
Initial jobless claims decreased from 264K to 242K in the week to May 13. Continued claims, for 
their part, edged down from 1,807K to 1,799K.  

WORLD - In Japan, GDP for the first quarter of 2023 came in at 1.6% annualized, twice the gain 
anticipated by consensus. This comes after a  0.1% annualized change in GDP in the fourth quarter of 
2022 (revised down from +0.1%). Private demand increased 3.1% annualized on a 3.8% gain for non-
residential investment and a 2.4% increase in private consumption. 

Still in Japan, the national headline consumer price index (CPI) rose 3.5% y/y in April, a three-tick 
acceleration from the prior month and in line with consensus expectations. The annual variation of 
fresh food prices progressed 5.2% in April while energy prices declined 4.4%. Excluding these two 
categories, the CPI advanced 4.1%, three ticks more than in the prior month and the most since 1981. 
CPI excluding fresh food, the core measure preferred by the Bank of Japan, increased 3.4% 
compared to the 3.1% gain registered in March. 

 
In China, the new-home price index increased 0.44% from March to April. Of the 670 cities 
surveyed, 662 reported an increase in new-home prices, 7 reported a decrease, and one reported no 
change. 

The Week at a Glance 
 
 

  

 
 

 

165640_1666cbfc-6d84-4ba0-bd29-fce5bf410312.pdf



 
NBF Economic 

& Strategy 
Group 

 
 
 

 
 

 

MONTHLY ECONOMIC MONITOR – MAY 2023 
 
Highlights 
 

• Since China abandoned its zero COVID policy, economists agreed that its economy will boost 
global growth in 2023. First-quarter data have certainly given support to this reasoning, with 
Chinese GDP growing at a faster-than-expected pace. But on closer inspection there are cracks in 
this scenario of robust recovery. Specifically, the numbers are inflated by a positive base effect 
related to the 2022 confinements, imports have not rebounded, inflation remains low, the 
manufacturing sector appears to be losing steam, and the fiscal position of provincial governments 
has deteriorated further. A rebound in growth in 2023 remains the most likely scenario for the 
world's second-largest economy, although it is likely to be smaller than initially expected by the 
consensus of economists. And the eurozone is unlikely to save the day. While the collapse in gas 
prices has allowed the single currency area to narrowly escape a recession during the winter 
months, the outlook remains quite bleak. Household spending appears to be losing momentum, 
which is certainly not unrelated to the fact that household credit growth has slowed considerably in 
recent months. A reversal in credit conditions would normally have called for the ECB to be very 
cautious, but the unemployment rate in the eurozone remains at a record low and core inflation is 
close to its historical high, forcing the central bank to remain aggressive. In our view, for inflation to 
return to its target level, the Eurozone will have to enter a recession in the second half of 2023. 
This weakness, combined with that expected for the U.S. and a weak Chinese rebound, reinforces 
our view that the global economy will remain sluggish in the coming quarters. We expect growth of 
2.6% this year, followed by 2.3% the year after. 
 

• Data released by the Bureau of Economic Analysis at the end of April showed that U.S. GDP grew 
at a below-consensus rate in the first quarter, but this disappointment was largely due to a 
negative contribution from inventories. Meanwhile, final sales to private domestic buyers, a good 
indicator of the underlying vigour of the economy, grew at their fastest pace in almost two years. 
This good performance, however, does not change our view that growth will slow considerably 
over the rest of this year. Several economic indicators, including real consumer spending and 
business investment in machinery and equipment, are already pointing in that direction. In 
addition, uncertainty still hovers over the U.S. banking system, resulting in significantly higher 
funding costs for regional banks. Adding to the concern, Treasury Secretary Janet Yellen has 
warned that the U.S. could find itself short of liquidities by June 1 if Congress fails to raise or 
suspend the debt ceiling, a probability that markets have begun to discount. To be clear, we still 
believe that a last-minute deal will be negotiated, but we are concerned that it may be too late to 
prevent undesirable market churning. Also, short of a catastrophic failure to raise the debt ceiling, 
it is unlikely that the Fed will give the markets the rate cuts they anticipate. While the labour market 
has slowed somewhat, wage gains remain inconsistent with the central bank's inflation objective 
and the increase in prices for core services excluding housing, a segment identified by the Fed as 
representative of underlying price pressures, remains too high despite a deceleration. For this 
reason, we do not see an interest rate cut before the last quarter of the year. A longer duration of 
restrictive monetary policy will, in our view, mean that GDP will fall short of the economist 
consensus. After a relatively encouraging first half of the year, we expect the U.S. economy to tip 
into recession in Q4 and stay there for a total of three quarters. In this scenario, real GDP is likely 
to grow 1.4% in 2023 as a whole and contract 0.4% next year. 
 

• Even though the labour market is generating more jobs than at any time since the beginning of the year 
and the fight against inflation is stagnating, this does not mean that the Bank of Canada should 
immediately resume interest rate hikes. This spectacular job creation comes against a backdrop of 
equally spectacular population growth. The unemployment rate, while very low on a historical basis, has 
been stable for several months and other indicators suggest that the labour shortage is less acute as 
vacancy rates and wage inflation are declining. Rate hikes have been extremely aggressive and will 
continue to weigh on the economy with some lag and, as a result, will help reduce inflation. We still 
expect economic lethargy over the next year, which should result in anemic economic growth rates of 
0.9% in 2023 and 0.5% in 2024. The stronger banking system, higher excess savings and favourable 
terms of trade suggest that Canada can still avoid an economic contraction in 2024, unlike the US.  

       (Full Text) 
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THE WEEK IN NUMBERS 
(May 15th – May 19th) 

 
Canadian Key Rate Last Change 1 

month bps Last Change 1 
month bps

CDA o/n 4.50% 0.0 CDA 5 year 3.40% 14.9

CDA Prime 6.70% 0.0 CDA 10 year 3.20% 13.2

CDA 3 month T-Bill 4.53% 10.0 CDA 20 year 3.27% 3.1

CDA 6 month T-Bill 4.63% 8.0 CDA 30 year 3.18% 3.4

CDA 1 Year 4.71% 10.0 5YR Sovereign CDS 42.09

CDA 2 year 4.09% 19.5 10YR Sovereign CDS 43.395

US Key Rate Last Change 1 
month bps Last Change 1 

month bps
US FED Funds 5.00-5.25% 0.25 US 5 year 3.77% 5.0

US Prime 8.25% 0.25 US 10 year 3.71% 10.3

US 3 month T-Bill 5.28% 12.5 US 30 year 3.95% 15.8

US 6 month T-Bill 5.36% 26.7 5YR Sovereign CDS 72.915

US 1 Year 5.07% 24.9 10YR Sovereign CDS 58.418

US 2 year 4.33% 6.9  
Change Week Change 

Y-T-D
-1.93% 2.31%

-1.00% 1.43%

-2.38% 2.37%

-2.81% 3.59%FTSE Long Term Bond Index

CANADIAN BOND - TOTAL RETURN

FTSE Universe Bond Index

FTSE Short Term Bond Index

FTSE Mid Term Bond Index

 
CURRENT YIELD CURVE

 

 
 

 

 
 

Source: Refinitiv & NBF 
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IN THE NEWS 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
  U.S. and Canadian News   

 
Monday May 15th, 2023 
- Biden, House Republicans prepare for critical US 

debt-ceiling talks 
 President Joe Biden and Republican House of 
Representatives Speaker Kevin McCarthy on Monday 
prepared for critical debt-ceiling talks, with a little more 
than two weeks to go before the U.S. government could 
run short of money to pay its bills. 

- New York factory activity slumps in May - NY Fed 
The regional Fed's "Empire State" index on current 
business conditions plummeted 42.6 points to -31.8 this 
month. A reading below zero signals the New York 
manufacturing sector is contracting. The slump followed a 
35.4 points surge in April, which had lifted the index to a 
positive reading of 10.8. Economists had forecast the 
index at -3.75. 

- Fed officials expect US interest rates to stay high 
U.S. central bankers signaled they see interest rates 
staying high and, if anything, going higher, given sticky 
inflation - a stark contrast with the market's view that the 
Federal Reserve will be cutting rates well before 2023 is 
over. 

- Canadian housing starts rise 22% in April - CMHC 
The seasonally adjusted annualized rate of housing starts 
rose to 261,559 units from a marginally revised 213,780 
units in March, the Canadian Mortgage and Housing 
Corporation (CMHC) said. Economists had expected 
starts to rise to 224,600. 

 Tuesday May 16th, 2023 
- US retail sales increase moderately; core sales 

strong 
Retail sales rose 0.4% last month. Data for March was 
revised slightly lower to show sales dropping 0.7% 
instead of 0.6% as previously reported. Economists had 
forecast sales rebounding 0.8%.  

- US manufacturing production surges in April on 
motor vehicles 
Manufacturing output accelerated 1.0% last month. Data 
for March was revised down to show production at 
factories declining 0.8% instead of 0.5% as previously 
reported. Economists had forecast production gaining 
0.1%. Output dropped 0.9% on a year-on-year basis in 
April. 

- Canada's inflation unexpectedly rises in April, upping 
rate-hike pressure 
Annual inflation unexpectedly rose to 4.4% in April. 
Analysts had expected the annual rate to edge down to 
4.1% from 4.3% in March. Month-over-month, consumer 
prices gained 0.7% from March, higher than the forecast 
0.4% increase. 

Wednesday May 17th, 2023 
- US single-family homebuilding, permits rise in April 

Single-family housing starts, rose 1.6% to a seasonally 
adjusted annual rate of 846,000 units last month. Data for 
March was revised down to show single-family 
homebuilding falling to a rate of 833,000 units. 

- Overexposed US regional banks could sell commercial 
property loans 
Many U.S. regional lenders may have to consider selling 
off commercial real estate (CRE) loans at a steep discount 
after breaching key regulatory thresholds for exposure to 
the troubled sector, according to new data and market 
sources. 

Thursday May 18th, 2023   
- US weekly jobless claims fall; labor market still tight 

Initial claims for state unemployment benefits dropped 
22,000 to a seasonally adjusted 242,000 for the week 
ended May 13. Economists had forecast 254,000 for the 
latest week. 

- U.S. existing home sales post second straight monthly 
decline 
Existing home sales dropped 3.4% to a seasonally 
adjusted annual rate of 4.28 million units last month. Sales 
fell in all four regions. Economists had forecast home sales 
would fall to a rate of 4.30 million units.  

- Bank of Canada sees financial stress rising among 
homebuyers 
Early signs of financial stress for households are emerging 
and many of them now have less financial flexibility, the 
bank said in its annual review of the financial system. 
Recent homebuyers are extending their loans to make 
payments more manageable: The share of new mortgages 
with an amortization period longer than 25 years rose to 46 
per cent from 41 per cent over the last year. 

Friday May 19th, 2023   
- Canada March retail sales down 1.4% on autos, seen 

up 0.2% in April 
Canadian retail sales fell by 1.4% in March from February 
at C$65.29 billion ($48.83 billion), on lower sales at motor 
vehicles and parts dealers, as well as gasoline stations, 
Statistics Canada said on Friday. Sales were seen to rise 
by 0.2% in April, the agency said in a flash estimate. Sales 
were down in five of nine subsectors, representing 55.5% 
of retail trade. In volume terms, retail sales decreased 
1.0%. 

Click on title to view the full story. 
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                       International News    
 
Monday May 15th, 2023 
- India's April merchandise and services trade deficit 

at 21-month low 
The merchandise and services deficit fell to $1.38 billion 
compared with $8.37 billion in the same period last year. 
In March the overall trade deficit was $6.04 billion.  

- German April wholesale prices post first y/y drop 
since Dec 2020 
Wholesale prices fell by 0.5% on the year and 0.4% on 
the previous month, compared to March readings of 
2.0% and 0.2%. A 15.7% year-on-year drop in prices in 
the wholesale of petroleum products had the biggest 
impact on the April figure. 

- Japan's wholesale inflation slows, may ease 
pressure on BOJ 
The corporate goods price index (CGPI), which 
measures the price companies charge each other for 
their goods and services, rose 5.8% in April from a year 
earlier, slowing its annual pace of increase for the fourth 
straight month. The increase exceeded a median market 
forecast for a 5.4% gain and followed a 7.4% rise in 
March.  

Tuesday May 16th, 2023 
- Euro zone Q1 GDP growth confirmed at 0.1% q/q 

Eurostat also confirmed its earlier estimate that gross 
domestic product in the 20 countries sharing the euro 
rose 1.3% year-on-year in the January-March period and 
said employment grew 0.6% on the quarter for a 1.7% 
year-on-year rise. 

- German investor morale plunges as recession fears 
rise 
The ZEW economic research institute said that its 
economic sentiment index fell to -10.7 points from 4.1 
points in April. A Reuters poll had pointed to a May 
reading of -5.3. 

- UK jobless rate rises, potentially easing BoE 
inflation worries 
The jobless rate edged up to 3.9% in the three months to 
March, still low by historical standards but above the 
median forecast of economists for it to hold at 3.8%. 

- China's April data show economic recovery losing 
steam, testing policymakers 
Industrial output grew 5.6% in April from a year earlier, 
accelerating from the 3.9% pace seen in March. It was 
well below expectations for a 10.9% increase although it 
marked the quickest growth rate since September 2022. 
Retail sales jumped 18.4%, up sharply from a 10.6% 
increase in March for their fastest increase since March 
2021. Analysts had expected 21.0% growth. The data 
also showed fixed asset investment expanded 4.7% in 
the first four months of 2023 year-on-year, slowing from 
the 5.1% pace in the January-March period. The youth 
jobless rate hit a record high at 20.4%, up from 19.6% in 
March. 

Wednesday May 17th, 2023 
- Global debt on the rise, EM crosses $100 trillion mark - 

IIF 
The Institute of International Finance, said global debt rose 
by $8.3 trillion in the first three months of this year 
compared to the end of 2022 to $304.9 trillion, the highest 
since the first quarter of last year and second-highest 
quarterly reading ever. 

- Euro zone inflation ticks up in April 
Overall price growth accelerated to 7.0% in April from 6.9% 
a month earlier, as rising services and energy costs offset a 
slowdown in food price growth. Excluding volatile food and 
fuel prices, core inflation slowed to 7.3% from 7.5%, while 
an even narrower measure, which excludes alcohol and 
tobacco, slowed to 5.6% from 5.7% in its first decline since 
last June. 

- Japan emerges from recession on post-COVID 
consumer rebound 
The world's third-largest economy grew an annualised 1.6% 
in January-March, government data showed, far exceeding 
market forecasts for a 0.7% gain and marking the first rise in 
three quarters. 

- China's home prices rise at slower pace as demand 
ebbs 
New home prices in April rose 0.4% month-on-month versus 
a 0.5% gain in March. From a year earlier, prices fell 0.2%, 
the 12th month of decline in annual terms. Prices were 
down 0.8% in March. 

Thursday May 18th, 2023 
- China's fiscal revenue growth quickens as economy 

recovers 
China's fiscal revenue rose 11.9% in the first four months of 
2023 from the same period a year earlier, accelerating 
sharply from a 0.5% rise in January-March, Fiscal revenue 
totalled 8.32 trillion yuan (US$1.20 trillion)in the first four 
months while fiscal expenditure grew 6.8% to 8.64 trillion 
yuan. 

- Australia employment unexpectedly drops, reinforcing 
rate pause bets 
Figures from the Australian Bureau of Statistics showed net 
employment fell by 4,300 in April from March, when it 
rebounded by a revised 61,100. Market forecasts had been 
for a rise of 25,000. The jobless rate ticked up to a three-
month high of 3.7% from a near 50-year low of 3.5%, when 
analysts had expected no change. 

Friday May 19th, 2023   
- G7 tightens Russia sanctions, looks to cut China trade 

reliance  
Leaders of the world's richest democracies acted on Friday 
to stiffen sanctions against Russia, while a draft 
communique to be issued after their talks in the Japanese 
city of Hiroshima stressed the need to reduce reliance on 
trade with China. 

Click on title to view the full story. 
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NBF RATINGS & TARGET PRICE CHANGES 
 
 
 
 
 

Company Symbol Current Rating Previous Rating
Current 
Target

Previous 
Target

ADENTRA Inc. ADEN Outperform Outperform C$61.00 C$65.00
Akumin Inc. AKU.U Underperform Underperform US$0.25 US$0.50
Anaergia Inc. ANRG Underperform Underperform C$1.00 C$2.00
Aris Mining Corporation ARIS Outperform Outperform C$6.75 C$7.00
Artis REIT AX.un Sector Perform Sector Perform C$7.75 C$8.00
ATS Corporation ATS Outperform Outperform C$66.00 C$61.00
Bank of Montreal BMO Sector Perform Sector Perform C$129.00 C$133.00
Bank of Nova Scotia BNS Sector Perform Sector Perform C$69.00 C$72.00
Barrick Gold Corporation ABX Sector Perform Sector Perform C$31.00 C$32.00
Canadian Imperial Bank of Commerce CM Sector Perform Sector Perform C$62.00 C$64.00
Capital Power Corporation CPX Outperform Outperform C$53.00 C$52.00
Centerra Gold Inc. CG Outperform Outperform C$12.50 C$13.00
CES Energy Solutions Corp. CEU Outperform Outperform C$4.00 C$4.50
Chemtrade Logistics Income Fund CHE.un Outperform Outperform C$12.50 C$11.50
dentalcorp Holdings Ltd. DNTL Outperform Outperform C$14.50 C$15.00
Dream Industrial REIT DIR.UN Outperform Restricted C$18.50 Restricted
Dream Office REIT D.un Sector Perform Restricted C$15.50 Restricted
Emera Inc. EMA Sector Perform Sector Perform C$55.00 C$53.00
European Residential Real Estate Investment Tr ERE.un Sector Perform Sector Perform C$3.35 C$3.70
Fortuna Silver Mines Inc. FVI Sector Perform Sector Perform C$7.25 C$7.00
GDI Integrated Facility Services Inc. GDI Outperform Outperform C$53.00 C$56.00
good natured Products Inc. GDNP Sector Perform UnderReview C$0.25 UnderReview
H&R Real Estate Investment Trust HR.un Sector Perform Sector Perform C$12.00 C$13.00
H2O Innovation Inc. HEO Outperform Outperform C$3.50 C$3.25
IAMGOLD Corporation IMG Sector Perform Sector Perform C$4.75 C$5.00
Kinross Gold Corp K Outperform Outperform C$10.00 C$9.75
Laurentian Bank LB Sector Perform Sector Perform C$39.00 C$42.00
Lundin Gold Inc. LUG Sector Perform Sector Perform C$20.50 C$21.00
National Bank of Canada NA  Not Rated Not Rated
Newmont Corporation NGT Outperform Outperform C$93.00 C$94.00
Next Hydrogen Solutions Inc. NXH  UnderReview UnderReview
NorthWest Healthcare Properties REIT NWH.un Sector Perform Sector Perform C$8.50 C$9.00
Pan American Silver Corp. PAAS Outperform Outperform C$33.00 C$32.00
Park Lawn Corporation PLC Outperform Outperform C$32.00 C$32.50
Pivotree Inc. PVT Outperform Outperform C$7.00 C$8.00
Power Corporation of Canada POW Sector Perform Sector Perform C$41.00 C$40.00
Premium Brands Holdings Corporation PBH Outperform Outperform C$121.00 C$124.00
PRO Real Estate Investment Trust PRV.UN Restricted Restricted
Ritchie Bros. Auctioneers Incorporated RBA Outperform Sector Perform US$61.00 US$61.00
Royal Bank of Cda RY Outperform Outperform C$142.00 C$145.00
Shawcor Ltd. SCL Outperform Outperform C$18.00 C$17.50
Spartan Delta Corp. SDE Outperform Restricted C$20.00 Restricted
Torex Gold Resources Inc. TXG Sector Perform Sector Perform C$25.50 C$26.00
Toronto-Dominion Bank TD Sector Perform Sector Perform C$94.00 C$98.00
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STRATEGIC LIST - WEEKLY UPDATE 
 

(May 15th – May 19th) 
 
 
Changes this Week 
 
Removed: ATS Corp. (ATS) and Canadian Imperial Bank of Commerce (CM) 
Added: Air Canada (AC) and Toronto-Dominion Bank (TD) 
 
Removed: ATS Corp. (ATS)  
 
We removed ATS Corp. from the NBF Strategic List on May 18, 2023 based on its lower quantitative score in our screening 
model. 
 
Removed: Canadian Imperial Bank of Commerce (CM) 
 
We removed Canadian Imperial Bank of Commerce from the NBF Strategic List on May 18, 2023 based on its lower 
quantitative score in our screening model. 
 
Added: Air Canada (AC) 
 
We added Air Canada to the NBF Strategic List on May 18, 2023 based on its higher quantitative score in our screening 
model. 
 
Thesis:  Air Canada is Canada’s largest domestic and international airline. It operates major hubs in Toronto (Pearson), 
Montreal and Vancouver. NBF’s positive thesis on the stock is driven by its expectation that air travel demand will remain 
strong and that Air Canada's profitability and cash flows will progressively improve over the next two years. For 2023, the 
company is expecting EBITDA in the range of $3.5-$4.0 billion noting that the midpoint of the guidance is higher than the 
$3.6 billion in EBITDA generated in 2019 Improving cash flow to drive deleveraging. At the end of 2022, Air Canada’s 
unrestricted liquidity stood at $9.8 billion. Air Canada expects to generate $2.5 billion in cumulative free cash flow during 
the 2022-24 period, which will drive significant deleveraging by the end of 2024. NBF is forecasting net debt/EBITDA to fall 
to 1.5x at the end of 2024 from 5.7x at the end of 2022.  
 
Added: Toronto-Dominion Bank (TD)  
 
We added Toronto-Dominion Bank to the NBF Strategic List on May 18, 2023 based on its higher quantitative score in our 
screening model. 
 
Thesis: TD Bank is among the two largest Canadian banks in terms of assets. TD's Canadian and U.S. Personal and 
Commercial Banking provide a wide range of personal and commercial banking services. Wealth Management offers self-
directed brokerage and a full-service brokerage to individual investors. The Wholesale Bank provides capital market 
products/services. TD and FHN announced the termination of their merger agreement on May 4th. In NBF’s view, this 
outcome was best for TD shareholders as the economics of the transaction changed dramatically from the time when the 
deal was announced in February 2022 (e.g., higher funding and credit costs). Moreover, having loads of excess capital 
ahead of what could a severe recession is an optimal position for a bank as it should attract “flight to safety” investors, thus 
boosting TD’s valuation.  
 
Comments 
 
Communication Services (Overweight) 
 
TELUS Corp. (T) 
 
NBF: Telus announced that it acquired 2.5M multiple voting shares (MVS) of Telus International (TI) from BPEA EQT under 
a right of first refusal arrangement it has with the latter on sale transactions for gross proceeds above US$10M. The 
acquisition was done at a price of US$16.90 per share compared to TI's IPO price of US$25. The US$42.25M purchase 
increased Telus's MVS holdings in TI to 152M in addition to 1.438M subordinate voting shares (SVS). It moved its percent 
of TI's MVS shares to 76.0% from 74.8% and equity stake to 56.1% from 55.2%, with its share of votes to 73.4% from 
72.2%.  
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Consumer Staples (Overweight) 
 
Premium Brands Holdings Corp. (PBH) 
 
NBF: PBH reported Q1/23 Adj. EBITDA of $111 mln vs. NBF/cons. at $112 mln/$111 mln. Revenue was ahead of 
expectations, while EBITDA was broadly in line. PBH showed signs of progress, although margin expansion and balance 
sheet improvement lagged expectation. NBF expects improvement through the year; investors still require PBH to 
demonstrate sustained improvement before more fully rewarding valuation. Relative to NBF, Specialty Foods (SF) delivered 
stronger EBITDA, partly offset by weaker EBITDA in Premium Food Distribution (PFD). SF’s y/y organic volume growth rate 
(OVGR) was 3.7%, below NBF at 6.0%; PFD’s y/y OVGR was 8.3%, above NBF at 5.5%. Overall, OVGR was 5.3%, in line 
with PBH’s long-term targeted range of 4.0%-6.0%. Revenue was $1,431 mln vs. NBF at $1,391 mln; LY was $1,251 mln. 
SF EBITDA was $82 mln vs. NBF at $76 mln; PFD EBITDA was $22 mln vs. NBF at $29 mln. Adj. total EBITDA margin was 
7.7%, flattish y/y vs. NBF at 8.0%.  EPS was $0.64, below NBF at $0.85 and LY at $0.88 largely due to higher interest and 
D&A. PBH reiterated its 2023 target (excl. acquisitions) of revenue between $6,400-$6,600 mln (NBF is $6,556 mln) and 
EBITDA between $590-$610 mln (NBF is $595 mln). PBH noted solid sales and margin trends so far in Q2/23. PBH’s 
leverage of 3.2x senior debt to EBITDA and 4.3x total debt to EBITDA are above its targets of 2.5x-3.0x and 3.5x-4.0x, 
respectively. NBF does not see PBH capturing sizable acquisitions in the near-term given heightened leverage (though PBH 
indicated >$700 mln in sales across 9 identified targets in advanced and active stages of discussion). NBF maintained its 
thesis that PBH’s outlook will be supported by accelerating organic growth and pending EBITDA margin expansion (to 9.1% 
in 2023E from 8.4% in 2022); PBH’s long-term EBITDA margin target is 10%. NBF is constructive on PBH given low 
valuation relative to history and strong growth expectations. PBH currently trades at 11.5x our NTM EBITDA compared to 
its 5-year average of 13.9x. NBF maintained its Outperform rating and lowered its target price to $121.00 from $124.00. 
NBF values PBH at 12.5x our 2024/25 EBITDA. The lower price target is mainly due to higher leverage. 
 
Financials (Market Weight) 
 
Royal Bank of Canada (RY) 
 
NBF: Q2 2023 preview: Big-6 bank stocks are underperforming the S&P/TSX by close to 400 bps so far this year. They are 
trading at a NTM P/E of 9.2x on consensus earnings, or 10% below their five-year average. However, consensus earnings 
include an industry PCL ratio of roughly 30 bps over the next year, which is below the historical average of 35 bps and well 
short of the 70-80 bps seen in prior recessions. If we simply assume a doubling of PCLs (i.e., to 60 bps), the pro forma P/E 
of 11.2x looks a lot less compelling (~10% above the five-year average). NBF also sees downward EPS revision potential 
coming from NIM and expense growth. RY disappointed investors during Q1/23, namely because of consolidated NIM 
performance that fell flat on a sequential basis. The company had guided to 10-15 bps and was caught off guard by the 
influx of higher cost fixed term deposits in its Canadian banking business, fueled in part by Wealth clients looking to “park” 
money in fixed term products. At NBF’s Financial Services conference in March, management indicated that the pace of 
fixed term deposit inflows had continued into the current quarter, implying that NIM performance could be similarly 
challenged during Q2/23. According to OSFI balance sheet data for the month of March, RY had the highest growth in fixed 
term deposits over the first two months of fiscal Q2/23. NBF notes that of the industry’s increase in fixed term deposit 
balances, RY captured 36% of inflows, which is much higher than its “natural” market share in the low-20s. Separately, the 
U.S. banking business had tapped the Federal Home Loan Bank for deposits at the tail end of fiscal Q1/23. These deposits 
come at a higher cost and could be on RY’s balance sheet for the full quarter. NBF notes that U.S. regulatory filings for 
calendar Q1/23 showed that RY’s U.S. margins were down 16 bps Q/Q. Another aspect of RY’s Q1/23 results that weighed 
on the stock was the bank’s 17% non-interest expense growth (or 17% excluding variable compensation). The biggest driver 
of RY’s fixed cost growth was compensation related, which represented 27% of the absolute Y/Y increase. Given their 
nature, NBF doesn’t believe a bank can sharply cut back expense growth in a one- or two-quarter stretch. Aside from 
ongoing turmoil in the U.S. regional banking space, commercial real estate (CRE) lending has been the most discussed 
item affecting the Big-6 outlook. There are a few RY-specific items to discuss. For starters, at 20%, it has the highest 
proportional exposure to Office properties in its CRE portfolio, of which 34% is in the U.S. Second, RY was one of three 
banks during Q1/23 that reported an uptick in impairments (i.e., CRE GIL ratio rose 16 bps Q/Q to 56 bps). Although topical, 
NBF believes it’s important to point out that CRE loans secured by Office properties represent only 2% of RY’s total loans. 
NBF has an Outperform rating on RY with a target lowered to $142 (from $145). 
 
 
Toronto-Dominion Bank (TD) 
 
NBF: Q2 2023 preview: Big-6 bank stocks are underperforming the S&P/TSX by close to 400 bps so far this year. They are 
trading at a NTM P/E of 9.2x on consensus earnings, or 10% below their five-year average. However, consensus earnings 
include an industry PCL ratio of roughly 30 bps over the next year, which is below the historical average of 35 bps and well 
short of the 70-80 bps seen in prior recessions. If we simply assume a doubling of PCLs (i.e., to 60 bps), the pro forma P/E 
of 11.2x looks a lot less compelling (~10% above the five-year average). NBF also sees downward EPS revision potential 
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coming from NIM and expense growth. NBF believes the short-term risk/reward on TD is compelling. The stock is trading 
at a mid-single digit discount (compared to a typical mid-single digit premium). NBF believes it will be a relative NIM 
outperformer this quarter. And we could see some modestly positive news on the capital deployment front (e.g., elimination 
of DRIP discount). Longer-term questions on capital deployment cloud TD’s outlook, though NBF does not believe this issue 
matters much next week. NBF has a Sector Perform rating on TD with a target price of $94.00. 
 
Materials (Market Weight) 
 
Kinross Gold Corp. (K) 
 
NBF: Last week, Kinross reported its Q1 results, with an Adj EPS beat vs NBFe and consensus. Management reiterated 
that they remain on track to reach both production and cost guidance, with production expected to increase throughout the 
year driven by increases from Tasiast and La Coipa. Kinross also remains on track with their development projects, including 
the Tasiast 24k project, which is expected to reach sustained operations at 24ktpd by the end of the year and Manh Choh, 
which continues to progress towards first production in 2H24. NBF followed up with a model update to incorporate Q1 results 
as well as slight tweaks to align with management and recent operating trends. NBF remains well aligned with the midpoint 
of the production guidance of 2,100kGEO (+/-5%), while NBF has tweaked its costs slightly lower towards the midpoint of 
the guidance range. NBF made slight tweaks to its 2024-2025 estimates, with production moving modestly higher at slightly 
lower costs which proves positive for its EBITDA and FCF outlook. NBF remains elevated on its 2025 capex estimates vs 
Kinross' 3-year outlook as NBF expects several quality projects to be approved over the next 12-24 months to unlock further 
value within the portfolio.  NBF sees NAV remain unchanged, while its target price increases to C$10.00 (prev. C$9.75). 
The target price is derived from a 100% weighted 5.75x (unch.) NTM EV/EBITDA target multiple, which implies a 0.95x 
(unch.) P/NAV multiple. In NBF’s view, Kinross is a name to own with a positive outlook for the spot gold price in the NTM, 
superior NAV leverage to the gold price, and coupled with a discounted valuation to peers which NBF expects to close as 
the company gets back to its historical norm of executing on guidance. 
 
Real Estate (Underweight) 
 
Canadian Apartment Properties REIT (CAR.UN) 
 
NBF:  Q1/23 FFO/u was $0.57 vs. $0.56 in Q1/22, in line with NBF/street at $0.57. NOI came in 0.4% above NBF (revenues 
were 0.4% higher with opex 0.3% higher although one-time items were an issue here), G&A and interest expenses were 
higher (partly offset by higher other income and one-time severance charges backed out of FFO), resulting in a variance of 
-1.8% to NBF FFO/u. SPNOI +6.7% y/y vs. +5.0% in Q4/22. Revenues +5.8% while costs were +4.2%, owing largely to 
elevated R&M. The Canadian portfolio saw +6.6% SPNOI, while the MHC portfolio was impacted by ongoing sewage tank 
repairs resulting in -7.5% SPNOI, a drag on overall figures. Residential Occupancy (and SP residential occupancy) was flat 
y/y at 98.6%.  Avg. Monthly Rent (AMR) on the Canadian residential portfolio +5.3% y/y to $1,428 (SP AMR was +4.6% at 
$1,422). The MHC portfolio put up +2.6% whereas the NL portfolio saw +12%, half of which was improved FX. Rents on 
Turnover in Canada were unprecedented +26.7% while renewal rents were +2.4%. Turnover declined y/y to 2.6% vs. 3.7% 
in Q1/22. Spreads reached an all-time high exceeding +24.3% last quarter. Ongoing impact of renewal timing in Q1 related 
to Covid rent moratoriums continues to distort seasonality. FV of residential IPP was stable at $16.1 bln. Canadian 
residential cap rate was +7 bps q/q to 3.93%. Capex Budget: IPP capex increased as a % of NOI to 44% in Q1/23 from 
36% in Q1/22. (7) WA Interest on mortgages was flat q/q at 2.61%, WA term of 5.2 years. Transactions: Acquired a property 
in Ottawa for $56.6 mln ($396,000/suite), disposed three properties: 50% in interest in Ottawa for $136.3 mln 
($237,000/suite), one asset in Wingham for $0.3 mln and a parking lot in Montreal for $17.3 mln. Subsequent Events: 
Bought a property in Edmonton for $27.2 mln ($306,000/suite) and sold a property in Longueil for $27.8 mln 
($154,000/suite), purchased 197,617 units via NCIB for $9.4 mln ($47.57/u), and renewed the base shelf prospectus. NBF 
maintained its Outperform rating and $59.00 target price, which represents a ~13% premium to NBFe NAV (was 15%) and 
a 2024 P/FFO multiple of ~23x (Was 22x).  
 
Dream Industrial REIT (DIR.UN) 
 
NBF: NBF resumed coverage on Dream Industrial REIT after being research restricted due to the REIT’s secondary offering.  
On 4-May-23, Dream Office REIT (D.UN) agreed to sell, on a bought deal basis, 12.5 mln units of Dream Industrial REIT 
(DIR.UN) for $177.5 million ($14.20 per Unit) which represented a 3% discount to Close Price on May-4. At Q1/23 and prior 
to the offering, D.UN held 26.04 mln units of DIR.UN (inclusive of Class B LP Units) or 9.4% of total Units; post offering 
Dream Office will own ~4.9% of DIR units outstanding. The secondary offering of units by Dream Office had no financial 
implications for Dream Industrial as all costs associated with the offering were paid by the selling shareholder and there 
was no treasury component to the issuance. NBF expects the near-term trading impact to be short-lived as industrial remains 
a favoured asset class, although temporarily the deal satisfied demand in the market. NBF doesn’t view the residual 
ownership by Dream Office as an overhang given the cost base and pledge against the credit facility of these units. 
Furthermore, it will own less than 5% of the outstanding shares. NBF remains constructive on Dream Industrial given its 
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portfolio exposure, organic growth profile and trading discount to what NBF views as a conservative NAV. NBF has an 
Outperform rating on Dream Industrial REIT, with an $18.50 target price, which is based on a 7% premium to NBFe NAV 
and a ~18x 2024E FFO multiple. 
 
Utilities (Overweight) 
 
Capital Power Corp. (CPX) 
 
NBF: Capital Power announced that its 114 MW York Battery Energy Storage System project and natural gas-fired East 
Windsor Expansion (81 MW summer / 100 MW winter contracted capacities) submissions to the IESO’s Expedited Long-
Term RFP have been selected as part of the IESO’s ~4,000 MW of near-term supply requirements. Contracts are expected 
to be fully executed on or before June 13, 2023, with the York Battery project underwritten to 2047 and the East Windsor 
Expansion until 2040. Recall, under the expedited RFP, the IESO called for 600 MW of gas and 900 MW of storage through 
which CPX submitted three projects, with a total capital cost of over $600 mln, including the two awarded projects and a 
47.5 MW battery project at Goreway. Of note, the successful projects are in addition to the recently inked six-year contract 
extension (2029-2035) between CPX and the IESO for Goreway related to its efficiency upgrade bid of ~40 MW in the 
competitive capacity procurement process. Despite adding an estimated $430 mln to the capex backlog, NBF highlights 
robust liquidity remaining with over $1.1 bln to spare through 2024e. Combined with leverage remaining below its 3.0x-3.5x 
comfort zone (NBF: 2.4x; was 2.2x), NBF views CPX’s balance sheet as having ample room to fund current and future 
growth projects, including its $1.1 bln Genesee Repowering (ISD 2024) and potential Genesee CCS project (FID by end of 
2023). In line with a bump to its long-term estimates, assuming a 6-8x build multiple, NBF’s target price taps up $1 to $53.00. 
Combined with a likely FID on Genesee CCS as well as several renewable developments expected by year-end, NBF 
maintains its Outperform rating alongside a total return opportunity of over 20%. 
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NBF STRATEGIC LIST 
 

 
 
 
 

Company Symbol  Addition 
Date 

 Addition 
Price  Last Price Yield 

(%) Beta %  
SPTSX

NBF Sector 
Weight

Communication Services ##### 4.3 Overweight
Rogers Communications Inc. RCIb.TO 13-Feb-20  $    65.84  $      65.92 3.0 0.5
Telus Corp. T.TO 19-May-22  $    30.64  $      27.38 5.3 0.5
Consumer Discretionary LAST_PRICEQY_DVD_YLD_ 3.6 Underweight
Canadian Tire Corporation Ltd. CTCa.TO 18-Nov-21  $  174.10  $    169.53 4.1 1.9
Dollarama Inc. DOL.TO 19-Mar-20  $    38.96  $      84.51 0.3 0.6
Consumer Staples 4.3 Overweight
Loblaw Companies Ltd. L.TO 25-Mar-21  $    68.50  $    122.98 1.5 0.3
Premium Brands Holdings Corp. PBH.TO 17-Feb-22  $  122.90  $    102.75 3.0 0.7
Energy 16.8 Market Weight
Cenovus Energy Inc. CVE.TO 16-Jan-20  $    12.26  $      22.29 2.5 2.5
Keyera Corp. KEY.TO 17-Nov-22  $    29.20  $      31.18 6.1 0.9
Tourmaline Oil Corp. TOU.TO 13-Aug-20  $    16.68  $      60.68 1.7 1.4
Whitecap Resources Inc. WCP.TO 19-May-22  $    10.27  $      10.10 5.8 2.4
Financials 29.6 Market Weight
Element Fleet  Management Corp EFN.TO 02-Apr-20  $      8.58  $      20.30 2.0 1.2
Fairfax Financial Holdings Ltd. FFH.TO 20-Dec-18  $  585.81  $    969.46 1.4 0.9
iA Financial Corporation Inc. IAG.TO 21-Jul-22  $    64.09  $      86.87 3.5 1.9
Intact Financial Corp. IFC.TO 11-Jun-20  $  130.04  $    203.60 2.2 0.8
Royal Bank of Canada RY.TO 19-Jun-13  $    60.69  $    127.19 4.1 0.9
Toronto-Dominion Bank TD.TO 18-May-23  $    82.22  $      82.27 4.7 1.1
Health Care 0.3 Market Weight
Industrials 13.7 Underweight
Air Canada AC.TO 18-May-23  $    22.23  $      21.81 0.0 0.7
WSP Global Inc. WSP.TO 19-May-22  $  142.73  $    174.90 0.9 1.7
Information Technology 7.5 Market Weight
Kinaxis Inc. KXS.TO 19-Mar-20  $  100.05  $    184.65 0.0 0.7
Open Text Corp. OTEX.TO 26-Oct-16  $    41.61  $      56.18 2.3 0.9
Materials 12.9 Market Weight
Agnico Eagle Mines Ltd. AEM.TO 29-Mar-22  $    75.74  $      73.07 3.0 0.6
Kinross Gold Corp. K.TO 16-Sep-21  $      7.06  $        6.97 2.3 0.5
Teck Resources Ltd. TECKb.TO 01-Nov-17  $    27.15  $      57.32 0.9 1.2
REITs 2.3 Underweight
Canadian Apartment Properties REIT CAR_u.TO 10-Dec-20  $    49.82  $      48.63 3.0 0.7
Dream Industrial REIT DIR_u.TO 17-Nov-22  $    11.86  $      13.99 5.0 1.2
Utilities 4.6 Overweight
Capital Power Corp. CPX.TO 22-Aug-19  $    30.90  $      46.33 5.0 1.2
Innergex Renewable Energy Inc. INE.TO 22-Aug-19  $    15.00  $      13.75 5.2 0.8

Source:  Refinitiv (Priced May 19, 2023 after market close)

* R = Restricted Stocks - Stocks placed under restriction while on The NBF Strategic List will remain on the list, but noted as Restricted in accordance with 
compliance requirements
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Date Time Release Period Previous Consensus Unit

23-May 09:45 S&P Global Mfg PMI Flash May 50.2 Index (diffusion) 
23-May 09:45 S&P Global Svcs PMI Flash May 53.6 Index (diffusion) 
23-May 09:45 S&P Global Comp Flash PMI May 53.4 Index (diffusion) 
23-May 10:00 New Home Sales-Units Apr 0.683M 0.663M Number of (Mln)
23-May 10:00 New Home Sales Chg MM Apr 9.6% Percent 

24-May 07:00 MBA Mortgage Applications 19 May, w/e -5.7% Percent 
24-May 10:30 EIA Wkly Crude Stk 19 May, w/e 5.040M Barrel (Mln)

25-May 08:30 GDP 2nd Estimate Q1 1.1% 1.1% Percent 
25-May 08:30 GDP Deflator Prelim Q1 4.0% Percent 
25-May 08:30 Core PCE Prices Prelim Q1 4.9% Percent 
25-May 08:30 Initial Jobless Clm 15 May, w/e 242k Person (Thou)
25-May 08:30 Jobless Clm 4Wk Avg 15 May, w/e 244.25k Person (Thou)
25-May 08:30 Cont Jobless Clm 8 May, w/e 1.799M Person (Mln)
25-May 08:30 National Activity Index Apr -0.19 Index 
25-May 10:00 Pending Sales Change MM Apr -5.2% Percent 
25-May 10:30 EIA-Nat Gas Chg Bcf 15 May, w/e 99B Cubic foot (Bln)

26-May 08:30 Personal Income MM Apr 0.3% 0.4% Percent 
26-May 08:30 Consumption, Adjusted MM Apr 0.0% 0.4% Percent 
26-May 08:30 Core PCE Price Index MM Apr 0.3% Percent 
26-May 08:30 Core PCE Price Index YY Apr 4.6% Percent 
26-May 08:30 PCE Price Index MM Apr 0.1% Percent 
26-May 08:30 PCE Price Index YY Apr 4.2% Percent 
26-May 08:30 Durable Goods Apr 3.2% -0.9% Percent 
26-May 08:30 Durables Ex-Transport Apr 0.2% Percent 
26-May 08:30 Adv Goods Trade Balance Apr -85.55B USD (Bln)
26-May 08:30 Wholesale Inventories Adv Apr 0.0% Percent 
26-May 08:30 Retail Inventories Ex-Auto Adv Apr 0.3% Percent 
26-May 10:00 U Mich Sentiment Final May 57.7 Index 

Canadian Indicators

Date Time Release Period Previous Consensus Unit

23-May 08:30 Producer Prices MM Apr 0.1% Percent 
23-May 08:30 Producer Prices YY Apr -1.8% Percent 
23-May 08:30 Raw Materials Prices MM Apr -1.7% Percent 
23-May 08:30 Raw Materials Prices YY Apr -16.5% Percent 

25-May 07:00 Business Barometer May 55.68 Index 

26-May 11:00 Budget Balance, C$ Mar 9.53B CAD (Bln)
26-May 11:00 Budget, Year-To-Date, C$ Mar 3.09B CAD (Bln)

U.S. Indicators

 

The Week at a Glance 
 
 

Week Ahead THE ECONOMIC CALENDAR  
(May 22nd – May 26th) 

 

  Source : Refinitiv 
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S&P500 INDEX QUARTERLY EARNINGS CALENDAR 
 
 
 
Monday May 22nd, 2023 

 
 
Tuesday May 23rd, 2023 

 
 
Wednesday May 24th, 2023 

 
 
Thursday May 25th, 2023 

 
 
Friday May 26th, 2023 
 
None 
 
 
Source: Refinitiv, NBF Research 
* Companies of the S&P500 index expected to report.  

COMPANY* SYMBOL TIME EPS ESTIMATE 
Nordson Corp NDSN AMC 2.11 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Agilent Technologies Inc A AMC 1.26 
Autozone Inc AZO BMO 31.42 
Intuit Inc INTU AMC 8.48 
Lowe's Companies Inc LOW BMO 3.22 
VF Corp VFC AMC 0.14 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Analog Devices Inc ADI 07:00 2.75 
NVIDIA Corp NVDA AMC 0.92 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Autodesk Inc ADSK AMC 1.55 
Best Buy Co Inc BBY BMO 1.11 
Costco Wholesale Corp COST AMC 3.30 
Dollar Tree Inc DLTR BMO 2.00 
Medtronic PLC MDT BMO 1.56 
Ralph Lauren Corp RL BMO 0.61 
Ulta Beauty Inc ULTA AMC 4.46 
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S&P/TSX QUARTERLY EARNINGS CALENDAR 
 
 
 
Monday May 22nd, 2023 
 
None 
 
 
Tuesday May 23rd, 2023 
 
None 
 
 
Wednesday May 24th, 2023   

 
 
Thursday May 25th, 2023 

 
 
Friday May 26th, 2023 

 
 
 
Source: Refinitiv, NBF Research 
*Companies of the S&P/TSX index expected to report. Stocks from the Strategic List are in Bold. 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Bank of Montreal BMO BMO 3.19 
Bank of Nova Scotia BNS 05:30 1.78 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Canadian Imperial Bank of Commerce CM 05:30 1.64 
Royal Bank of Canada RY BMO 2.82 
Toronto-Dominion Bank TD BMO 2.08 

COMPANY* SYMBOL TIME EPS ESTIMATE 
Canadian Western Bank CWB 07:00 0.77 
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Disclosures 
 
The particulars contained herein were obtained from sources which we believe to be reliable but are not 
guaranteed by us and may be incomplete and may be subject to change without notice.  The information is 
current as of the date of this document. Neither the author nor NBF assumes any obligation to update the 
information or advise on further developments relating to the topics or securities discussed. The opinions 
expressed are based upon the author(s) analysis and interpretation of these particulars and are not to be 
construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this document 
constitutes a representation that any investment strategy or recommendation contained herein is suitable or 
appropriate to a recipient’s individual circumstances. In all cases, investors should conduct their own 
investigation and analysis of such information before taking or omitting to take any action in relation to securities 
or markets that are analyzed in this document. The document alone is not intended to form the basis for an 
investment decision, or to replace any due diligence or analytical work required by you in making an investment 
decision. 
  
This document was prepared by National Bank Financial Inc. (NBF), a Canadian investment dealer, a dealer 
member of IIROC and an indirect wholly owned subsidiary of National Bank of Canada. National Bank of 
Canada is a public company listed on the Toronto Stock Exchange. 
  
NBF is a member of the Canadian Investor Protection Fund. 
  
 
For NBF Disclosures, please visit URL:http://www.nbin.ca/contactus/disclosures.html 
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