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writing during the live presentation

Note, this webinar is being recorded, and the
presentation will be made available on our virtual advice
event landing page at rbcbank.com/VAE
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L CN Canada Underperforms Global Peers

Global growth continues to slow Canadian GDP growth underperforming peers
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Population Growth Is Distorting Real GDP Growth —
Households Are Worse Off Than They Appear

Economics

GDP vs. per-capita GDP growth

% change, annualized rate

m Real GDP growth (LHS)

-4
Per-capita real GDP growth (LHS)
-6
T s N A S L A C B R A P P b
Q' & O O O O O Oy O O O O O O OO o O O o

Source: Statistics Canada, RBC Economics Research




RBC Population Growth Is Distorting Real GDP Growth —
Households Are Worse Off Than They Appear

Economics

Real per capita GDP trends mimic prior recessions

Real per capita output, index=100 at recession peak
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ol U.S. Labour Markets Are Not Crumbling,
But Worries Are Building

U.S. unemployment hitting ‘'normal’ recession thresholds

Percentage points - change in 3-month average u-rate from prior 12-month low

U.S. layoffs are still low but edging higher
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BoC and Fed policy rates to diverge significantly
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RBC Canadian Inflation Growth Has Slowed — ‘Core’ Measures

Economics

BoC's preferred core measures (on balance) edging lower

Average of median and trim CPI, annualized % change

1 = 3-month rolling average 6-month rolling average = = Inflation target
L @ & & &R S P & D & N >

PN W,,,\VQ o P B ¥ o o wq,\% o° %u\@ N NQ,» WY

R U PR S R G G U U A R L A AR ™

Source: Statistics Canada, RBC Economics

thoughtleadership.rbc.com/rbc-inflation-watch/

Now at Top End of Target Range

Canadian inflation slowing persistently to rate below the BoC's 2% target

Annualized percentage point contribution to three-month CPI growth, seasonally

10

Other B Mortgage interest costs (MIC) m Grocery m Gasoline

-4
RO DD DD DD DD DD DDA DD DD DD DDAV
c’e,Q OIS &8\ N ‘,,é? S go © \\@ N c’e? S @ &3\ N ‘,,é? S @ \\@ N qz,Q S @ \@\ N

Source: Statistics Canada, RBC Economics



https://thoughtleadership.rbc.com/rbc-inflation-watch/

MaNEWIN  Growth in Mortgage Interest Costs Expected

to Slow Iin Canada

Mortgage interest costs continued to trend lower while rent CPI drifted higher
%, year-over-year change
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Source: Statistics Canada, RBC Economics
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RBC

U Inflation Expectations Moderating Alongside Wage Growth

Both firms and consumers expect lower inflation in the year ahead Most Canadian measures of wage growth are lower
%, 1-year ahead inflation expectations 0 Year-over-year percent change, 3-month rolling average
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Weaker U.S. Inflation Pressures Tees Up First
Fed Interest Rate Cut Since 2020

Slower energy price growth pushed headline inflation lower in August

Percentage point contribution to twelve-month CPI growth (annual rate)

Share of CPIl basket items reporting price growth >3%
falls below pre-pandemic average

Share of CPI basket items (excluding shelter) reporting >3% year-over-year price growth, %
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ESULLI Business Bankruptcies Have Risen in Canada

Debt servicing for Canadian businesses jumps as rates rise

80 %, debt service ratiofor private non-financialbusinesses

Canadian business insolvencies surged over early 2024

Number of business proposals and bankruptcies
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RBC Canadians Spending a Record Share of Take —

Home Pay on Mortgage Payments

Economics

Canada Household Debt Service Ratio to rise further

total debt payments % of after-tax household income
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SSULI Households Stretched from Mortgage Renewal Shocks

Mortgage renewal payment shock will stretch into 2025 Household delinquencies edging higher
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Wage Growth — by Some Measures — Still Lagging
Inflation in Canada

Economics

Wage growth everywhere still playing catch up with inflation

Annualized % growth in real earnings
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SSULLIE Consumers Pull Back Spending as Higher Rates Bite

Real per capita retail spending declined again in Q2

Real per-capita retail sales excluding autos, Index=100 in March 2022
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Student and New Grads Especially Impacted
by Rising Unemployment

Canada's unemployment rate rising more than other regions Longer job searches and layoffs pushing Canadian
%
. unemployment up
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Unemployment Continues to Tick Higher
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Jobless rate continues to rise
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SSULLI  Fiscal Spending Propping Up U.S. Outperformance

Outperformance in the U.S. propped up by fiscal spending Government budget deficit, % of GDP
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U.S. Tariffs Did Not Produce Intended Effects
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LI CAD to Weaken Iinto 2025

CAD to weaken vs. USD

USD/CAD
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RBC Canada’s Price Correction Has Run Its Course —

But Affordability Continues to Restrain Buyers

Economics

Home resales in Canada MLS Home Price Index - Canada
Thousand units, seasonally adjusted and annualized 40 7Year-over-year % change in the composite index
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RBC Housing Affordability Challenges Driving Policies
to Slow Population Growth

Economics

Affordability relief from rate drop is likely to Canada population growth by source
d | sa p pO'I nt mmﬁmwth in people per quarter, seasonally adjusted
Ownership costs as % of household income, Canada, composite rreection
of all housing categories 300000
70%

1

1

1

|

1

1

1

T Less affordable to own a home 200000 :
I
|
I
I
I

60% 100000
I
0
50% m Natural increase :
-100000 . . .
m Net immigration :
m Net nonpermanent residents
40% -200000 |
COoOO0OO0O NSNS A ST ST T W W W W D D DD s s s
Lo I e O IO O O O O O O O O O O OO O O O IO O IO O O O O O O O O s A |
[ o T o o s v R s T s O s Y s s s s o O s s T s s s Y s s o s s T s s s s s T s Y s }
Co I et O ot B Bt O O ot O O o B o I e I o O N B o B B Ot T I ot I o B o B ot I O o I o It o I o B B |
—A M T MM T oMt odm T edmT o oS = oo T e o
| More affordable to own a home B e e R e e R o R - - - o X
30% | | | | |
2005 2010 2015 2020 2025 Source: Statistics Canada, RBC Economics Research

Source: RPS, Statistics Canada, Bank of Canada, RBC Economics

24



RBC
For More Information, Please Visit:

rbc.com/economics thoughtleadership.rbc.com

25




RBC

Economics Regis’[er Qu estions

Please use the Chat bar to submit your questions in
writing during the live presentation

Note, this webinar is being recorded, and the
presentation will be made available on our virtual advice
event landing page at rbcbank.com/VAE
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Y Upcoming Virtual Advice Events

« The Tax & Legal Considerations of Buying
& Selling U.S. Homes

o October 10, 2024, 1-2:30 p.m. ET
* Immigration & Cross-Border Financial
Planning
o October 16, 2024, 1-2:30 p.m. ET
« Cross-Border Essentials: Your Guide to
U.S. Home Financing, Banking & More
o October 23, 2024, 1-2:30 p.m. ET

Visit rocbank.com/VAE for more details
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SN Disclaimers

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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