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RBC predicts half-point rate cut next week

October 16, 2008, 4:35pm

THE CANADIAN PRESS
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The Bank of Canada will likely lower its policy interest rate by half a percentage point next week, the Royal Bank of Canada's economics department said Thursday.

Citing "a deteriorating outlook for the U.S. economy, falling commodity prices and persistent financial market volatility," RBC said downside risks are increasing for Canada's economic outlook.

A rate cut in Tuesday's scheduled monetary policy decision would follow the Bank of Canada's half-point ease on Oct. 8 in an unscheduled move co-ordinated with the U.S. Federal Reserve and other central banks.

"Given the steady decline in commodity prices since Oct. 8, inability of equity markets to sustain an improved tone and increasingly weak U.S. data reports, we think it is likely that the bank will choose to act aggressively next week and cut the policy rate to two per cent," wrote RBC economist Dawn Desjardins. 
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