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"What we anticipate seldom occurs: but 

what we least expect generally 

happens."

Benjamin Disraeli, British Prime Minister 

(1868, 1874-1880)
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United States: Worst annual performance in 150 years in 2022
Nominal annual total returns for U.S. Treasury bonds and equities, 1871-2022

Annual yield (%) on 10-year Treasury bonds

NBF Economics and Strategy (data via Robert J Shiller)
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U.S.: Unprecedented deviation in inflation
Deviation of annual CPI inflation from its 10-year moving average

Number of standard deviations

NBF Economy and Strategy (data via Refinitiv)
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2023: A much better year than 2022
Nominal annual total returns in Canadian dollars (as of August 15, 2023)
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What’s trending now?

Seeing the world in rose-coloured glasses
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U.S.:  Seeing the world through rose-coloured glasses
Google trends search index for «Barbie» and « Soft landing (economics) » in the U.S. (as of August 2023)

Index

« Soft landing »

NBF Economics and Strategy (data via Google)

« Barbie »
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NBF Economics and Strategy (data via Bloomberg)

World: Economies show resilience
Citi Economic Surprises Index: Advanced vs. emerging economies
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World: A very aggressive tightening campaign
Policy rates: Federal Reserve, Bank of Canada, ECB

%

NBF Economy and Strategy (data via Refinitiv)
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World: Global factory activity contracted for eleventh month running
JPMorgan/Markit Global Manufacturing PMI. Last observation: July 2023 

Index  

NBF Economics and Strategy (data via Refinitiv)
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China: Jobs becoming harder to find for young Chinese 
Surveyed jobless rate

% 

NBF Economics and Strategy (data via Bloomberg)

16- to 24-year-olds

Headline
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China: Residential sector showing renewed weakness
Hang Seng Index, performance since the first trading day of 2023

%

NBF Economics and Strategy (data via Bloomberg)
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World: Earnings are contracting
Trailing earnings per share (EPS)
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NBF Economics and Strategy (data via Refinitiv)
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2022 2023 2024 2025
12 months 

forward

MSCI ACWI 9.3 -0.8 11.3 11.1 6.7

 MSCI World 10.1 -0.5 10.2 10.7 6.2

  MSCI USA 6.1 -0.5 12.4 12.6 8.0

  MSCI Canada 17.8 -8.1 10.1 7.1 2.7

  MSCI Europe 20.6 -1.7 6.8 8.1 3.0

  MSCI Pacific ex Jp 15.6 1.8 3.7 4.4 4.4

  MSCI Japan NA 3.2 6.8 7.6 7.0

 MSCI EM 4.7 -2.7 18.4 13.5 9.7

  MSCI EM EMEA 18.9 1.2 8.2 7.7 5.7

  MSCI EM Latin America 26.7 -18.8 5.5 6.7 -5.8

  MSCI EM Asia -1.9 0.3 23.1 15.7 13.8

7/31/2023

MSCI composite index: EPS Performance

NBF Economics and Strategy (data via Refinitiv)
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U.S.: Lending conditions now much stricter 
General business credit conditions: Balance of opinion

Balance of opinion

NBF Economics and Strategy (data via Bank of Canada and the Federal Reserve)
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U.S.: Small businesses still in the doldrums 
Net percentage of firms reporting higher sales, NFIB Small Business Optimism Survey

%

NBF Economics and Strategy (data via Refinitiv)
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U.S.: Small/medium-sized enterprises have driven job creation this year
Employment change since the beginning of the year, ADP report

Thousands

NBF Economics and Strategy (data via Bloomberg)
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NBF Economics and Strategy (data via Bloomberg)

U.S.: Some advanced employment indicators are showing signs of weakness
Average weekly hours, establishment survey
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" I don’t believe in the Tooth Fairy. And I 

am pretty darned skeptical about Jay 

Powell's soft landing, too. "

Niall Ferguson, Historian 

(August 12, 2023)

https://www.nytimes.com/2023/05/04/business/economy/recession-fed-powell-interest-rates-jobs.html
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NBF Economics and Strategy (data via the Federal Reserve)

U.S.: Tighter financial conditions to act as a significant drag on growth
Contribution of financial conditions to GDP growth over the next 12 months
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U.S.: Yield curve and business cycles
10-year Treasury yield minus 3-month T-bill and 2-year Treasury yields

Basis points 

NBF Economics and Strategy (data via Refinitiv)

1966 1998

Only twice since 1957 

– in 1966 and 1998 –

has a recession failed 

to occur with an 

inverted yield curve ...

… will 2022-23 be 

the third such 

episode? 2022-23

10yr-3m

10yr-2y
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S&P 500: Trading at 20x despite one of the most inverted YC ever
12-month forward PE vs yield curve (10-year Treasury yield minus 3-month T-bill)

Basis points 

NBF Economics and Strategy (data via Refinitiv)
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NBF Economics and Strategy (data via FRED, NBER)

U.S.: Yield curve inversions and recessions
Months until recessions following the inversion of the yield curve (10y-3m)
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S&P 500: Historical performance following yield curve inversion
Cumulative returns of the S&P 500 until its cyclical peak after an inversion of the yield curve

Final inversions False signals Current
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U.S.: Return on cash exceeds earnings yield!
S&P 500 12-month forward earnings yield, 3-month T-Bills yield and stock market volatility (VIX)

%

NBF Economics and Strategy (data via Refinitiv and Fred)
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"If demography is destiny, population 

movements are the motor of history."

The Clash of Civilizations (1996), Samuel Huntington
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https://fr.wikipedia.org/wiki/Samuel_Huntington
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Canada: Worst yield curve inversion since the great recession
Canada and U.S. Treasury yield curve (2s10s)

NBF Economics and Strategy (data from Refinitiv)
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Canada: BoC is the most restrictive central bank in the G7
Policy rate minus CPI excluding food and energy (y/y, previous month) defined as real policy rate

%

FBN Économie et Stratégie (data from Refinitiv, OECD and Statistics Canada)

28



3.0

3.5

4.0

4.5

5.0

5.5

6.0

6.5

7.0

7.5

8.0

8.5

1990 1995 2000 2005 2010 2015 2020

%

*U.S. households as Canada’s definition

** Canada’s disposable income as U.S. definition

NBF Economics and Strategy (data via Statistics Canada, U.S. BEA and Federal Reserve)

Canada & U.S.: Household* mortgage debt service
Interest and capital payments as a % of household disposable income**
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Canada & U.S.: Household debt to net worth
U.S. Household as Canada’s definition

%

NBF Economics and Strategy (data via Statistics Canada, U.S. BEA and Federal Reserve)

30



0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9

1.0

1.1

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Canada: Mortgage delinquency rates – June 2023
Number of mortgages in arrears 90 days or more as a % of the number of residential mortgages

%

NBF Economics and Strategy (data Canadian Bankers’ Association)
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NBF Economy and Strategy(data via Teranet-National Bank and Refinitiv)

Canada-U.S.: Historical perspective on real estate prices
Teranet-National Bank House Price Index (composite-11) and Case-Shiller index (composite-20)

% change from February 2020
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Canada: Residential sales
Seasonally adjusted data

NBF Economics and Strategy (data via CREA)
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NBF Economics and Strategy (data via Statistics Canada)

Canada: Population growth on the rise
Annual growth in total population

Individuals

Statistical 

correction
Newfoundland

joins Canada

Baby boom
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World: Canada's financial sector is the most widely used
Share of the population aged 15 and over borrowing from a financial institution, 2021*

%

* 2017 data for Mexico

NBF Economics and Strategy (data via World Bank)
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Canada: No erosion in deposits
Total deposits at chartered banks, Month-end

Index (January 2017=100)

NBF Economics and Strategy (data via Bank of Canada, Fred)
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https://www.bankofcanada.ca/rates/banking-and-financial-statistics/chartered-bank-selected-liabilities-month-end-formerly-c2/
https://fred.stlouisfed.org/series/DPSACBW027SBOG
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Canada: A housing affordability Armageddon?
Quarterly change in population aged 15+ vs. quarterly residential home starts

NBF Economics and Strategy (data via Statistics Canada)

Builders cannot keep up

with demographic growth…

Population 

growth

Housing 

starts

Thousands (quarterly rate)
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Canada: GTA population growing 20K per month !
Population in Greater Toronto Area (GTA)

Thousands (monthly change)

NBF Economics and Strategy (data via Statcan)
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Canada: Rents are surging
CPI for rent and vacancy rate for residential rental units

NBF Economics and Strategy (data via Statcan)
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World: Taxpayers must fund the social safety net 
Employment/population ratio (2022 Q4) - people aged 15 and over

%

NBF Economics and Strategy (https://stats.oecd.org/viewhtml.aspx?datasetcode=STLABOUR&lang=en#)

It's best to stay 

above 55%
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"You cannot mandate productivity, 

you must provide the tools to let 

people become their best"

Steve Jobs

41
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NBF Economics and Strategy (data via Statistics Canada and BEA)

Canada: Six years of stagnation due to low productivity
Real GDP per capita
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Canada: Manufacturing capital stock at a 40-year low
Net capital stock in the manufacturing sector at year-end, CA and U.S. (chained 2012 dollars)

NBF Economics and Strategy (data via Statcan, table 36-10-0096-01 and BEA table 3.2ESI)

Index, 1961= 100
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https://www150.statcan.gc.ca/t1/tbl1/en/cv.action?pid=3610009601
https://apps.bea.gov/iTable/?ReqID=10&step=2#eyJhcHBpZCI6MTAsInN0ZXBzIjpbMiwzXSwiZGF0YSI6W1siVGFibGVfTGlzdCIsIjEyOCJdXX0=
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Canada: Lowest electricity prices in the G7
Electricity prices in December 2022 for households and businesses (at market exchange rates)

USD per kWh

NBF Economics and Strategy (data via GlobalPetrolPrices.com)

Canadian electricity prices are 70% 

lower than the G7 average and 35% 

lower than the U.S. average... 

for households and businesses... 

...aligning

prices in line with those 

of China, India and 

Mexico

44

https://www.globalpetrolprices.com/electricity_prices/


"The time to think about how to 

respond to changing geopolitics is not 

when fragmentation is upon us, but 

before"

Christine Lagarde, April 17, 2023
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World: Relocation on an unprecedented scale
Industrial production (in volume) : China vs. OECD economies

Index (2001=100)

NBF Economics and Strategy (data via CPB)
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NBF Economics and Strategy (data via United Nations)
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https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx


CopperAluminum Nickel Zinc

Silicon Cobalt Lithium Rare earths
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Canada-US: Prices continue to divergence from pre-covid trend
CPI excluding food and energy

NBF Economics and Strategy (data via Statcan) 
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"The response to climate change can 

only be global and will require the 

commitment of all major countries 

producers of greenhouse gases and of 

those who will become so, which is far 

from certain“

Professor Daniel Gill, La Presse, April 11, 2023 
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World: Share of GHG emissions at a record high
Annual GHG emissions

NBF Economics and Strategy (data via Our world in data)
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https://ourworldindata.org/co2/country/canada
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https://ourworldindata.org/co2/country/canada
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https://financialpost.com/commodities/energy/oil-gas/why-world-needs-more-canadian-natural-gas
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ESG is meaningless without taking governance into account
Regulatory Quality Index for OPEC countries plus CA, MX, NO, CN and IN (2021)

Index (-2.5=weak, 2.5=strong)

NBF Economie et Stratégie (data via World Bank)
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https://info.worldbank.org/governance/wgi/


Forecast summary

• Central banks determined to reduce inflation
• They have already tightened their policies considerably - global growth is declining.
• The pace of hiring is set to slow.
• The Canadian dollar goes to 1.40 before stabilizing in 2024 (WTI at $70).
• The stock market is vulnerable (already high multiples).

Are we in a recession? No. The shape of the cycle will depend on inflation trends.
U.S. GDP growth below 1% in 2024, Canada flat

Risk factor: A complex geopolitical backdrop and ESG considerations could push inflation 
back above target beyond 2023: THE ENERGY TRANSITION IS INFLATIONARY. 
Decarbonization targets are too ambitious in the current context of rising protectionism.

Canada is blessed with natural resources, but..:
• Need for a reindustrialization policy.
• We need to optimize our immigration policy for the trades.
• Better for the planet to decarbonize emerging countries.
• We must demand better governance for ESG accounting
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Quarter  Fed Funds 3 Mth Bill 2YR 5YR 10YR 30YR

17-Aug-23 5.50 5.44 4.94 4.40 4.28 4.40

Q3:2023 5.50 5.40 4.80 4.25 4.15 4.25

Q4:2023 5.50 5.35 4.65 4.05 3.95 4.05

Q1:2024 5.50 5.10 4.30 3.80 3.80 3.90

Q2:2024 5.00 4.80 4.00 3.60 3.65 3.75

Q3:2024 4.75 4.55 3.75 3.50 3.50 3.65

Q4:2024 4.50 4.25 3.55 3.45 3.45 3.60

United States

Quarter Overnight 3 Mth Bill 2YR 5YR 10YR 30YR

17-Aug-23 5.00 5.14 4.78 4.10 3.76 3.60

Q3:2023 5.00 5.05 4.65 4.00 3.60 3.45

Q4:2023 5.00 4.95 4.35 3.75 3.40 3.35

Q1:2024 5.00 4.65 3.90 3.45 3.25 3.25

Q2:2024 4.50 4.25 3.60 3.25 3.15 3.15

Q3:2024 4.25 3.95 3.35 3.10 3.10 3.10

Q4:2024 4.00 3.70 3.15 3.05 3.05 3.10

Canada
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Regulatory information

General

This report was prepared by National Bank Financial Inc (NBF), (a Canadian investment dealer and member of IIROC), an indirect wholly-owned subsidiary of National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.  

The information contained herein has been obtained from sources we believe to be reliable, but is not guaranteed, may be incomplete and is subject to change without notice.  The information is current as of the date indicated herein.   Neither the author(s) nor NBF assumes 

any obligation to update this information or to communicate any new facts concerning the subjects or titles mentioned. The opinions expressed are based on the analysis and interpretation of the author(s) of this information, and should not be construed as a solicitation or offer 

to buy or sell any of the securities mentioned herein, nor does anything in this report constitute a representation that any investment strategy or recommendation contained herein is suitable for the individual circumstances of any recipient.  In all cases, investors should conduct 

their own due diligence and analysis of such information before taking or omitting to take any action whatsoever in connection with the securities or markets discussed herein. It is important not to base investment decisions on this report alone, which is not a substitute for the 

due diligence or analytical work required on your part to support an investment decision.

This report may be distributed only as permitted by applicable law. This report is not directed to you if NBF or any affiliate distributing this report is prohibited or restricted from making it available to you by any law or regulation in any jurisdiction.  Before reading this report, you 

should ensure that NBF is authorized to provide it to you under applicable laws and regulations. 

National Bank of Canada Financial Markets is a trademark used by National Bank Financial and National Bank of Canada Financial Inc. 

Residents of Canada

NBF or its affiliates may implement any of the trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients; they may, as market conditions change, modify their investment strategy, including divesting entirely.  The trading positions of NBF 

and its affiliates may also be contrary to the views expressed herein.

NBF or its affiliates may act as financial advisors, agents or underwriters for certain issuers mentioned herein and receive compensation for such services.  In addition, NBF and its affiliates, their officers, directors, representatives or assistants may hold a position in the 

securities mentioned herein and make purchases or sales of such securities from time to time in the public markets or otherwise. NBF and its affiliates may act as market makers for the securities mentioned herein.  This report should not be construed as independent from the 

proprietary interests of NBF and its affiliates.

This report is not considered a research product under Canadian laws and regulations. Consequently, this document is not governed by the rules applicable to the publication and distribution of research reports, including any restrictions or relevant disclosures that must be 

included in research reports.

UK residents

This report is a marketing document. It has not been prepared in accordance with the requirements of European Union legislation established to promote the independence of investment research, nor is it subject to any prohibition on pre-distribution negotiation of investment 

research. NBF has approved the contents of this report for distribution to UK residents (including for the purposes, where necessary, of section 21(1) of the Financial Services and Markets Act 2000). This report is provided for information purposes only and does not constitute a 

personalized recommendation or legal, tax or investment advice.  FNB and its parent company, or companies of National Bank of Canada or its affiliates, or their directors, officers and employees may hold or have held long or short interests or positions in the investments or 

related investments which are the subject of this report. Such persons may at any time make sales or purchases in respect of the investments or related investments in question, whether as principals or agents. They may act or have acted in the past as market makers for such 

related investments, or may act or have acted in the past as investment or commercial bankers in respect thereof. The value of investments and the income derived from them may go down as well as up, and you may not get back the amount invested.  Past performance is no 

guarantee of future returns.  If an investment is denominated in a foreign currency, exchange rate fluctuations may adversely affect the value of the investment.  It may be difficult to sell or realize illiquid investments, or to obtain reliable information about their value or the extent 

of the risks to which they are exposed.  Certain transactions, particularly those involving forward contracts, swaps and other derivatives, involve serious risk and are not suitable for all investors. The investments described in this report are not offered to retail customers, and 

this report should not be distributed to them (within the meaning of the rules of the Financial Conduct Authority).  Retail investors should not act or rely on the information contained in this report. This report does not constitute or form part of an offer to sell or subscribe, or the 

solicitation of an offer to buy or subscribe, any of the securities described herein. Nor should this report be relied upon in connection with any contract or commitment whatsoever, nor does it serve or will it serve as the basis or foundation for any such contract or commitment. 

This information should only be disclosed to eligible counterparties and professional clients in the United Kingdom as defined by the rules of the Financial Conduct Authority. NBF is authorized and regulated by the Financial Conduct Authority in the United Kingdom, and has its 

registered office at 70 St. Mary Axe, London, EC3A 8BE. 

NBF is not authorized by the Prudential Regulation Authority or the Financial Conduct Authority to accept deposits in the UK.

U.S. residents

In connection with the distribution of this report in the United States, National Bank of Canada Financial Inc ("NBCFI"), which is regulated by the Financial Industry Regulatory Authority (FINRA) and is a member of the Securities Investor Protection Corporation (SIPC), an 

affiliate of NBF, assumes responsibility for the contents of this report, subject to the terms and conditions set forth above. For more information about this report, U.S. residents should contact their NBCFI registered representative.

This report is not a research report and is intended for large institutional investors in the United States only. This report is not subject to the U.S. independence and disclosure requirements applicable to research reports.

HK residents 

With respect to the distribution of this document in Hong Kong by NBC Financial Markets Asia Limited ("NBCFMA"), which holds a license from the Securities and Futures Commission ("SFC") to conduct Type 1 (securities trading) and Type 3 (leveraged foreign exchange 

trading) regulated activities, the contents of this publication are for information purposes only. It has not been approved, reviewed or verified by any Hong Kong regulatory authority, nor has it been filed with any such authority. Nothing in this document constitutes a 

recommendation, advice, offer or solicitation to buy or sell any product or service, or an official confirmation of any transaction. None of the product issuers, NBCFMA or any of its affiliates, or any other person or entity named herein is under any obligation to advise you of any 

changes in any information and none of the foregoing assumes any loss suffered by you in reliance thereon. 

This document may contain information about investment products that are not authorized for public offering in Hong Kong by the SFC, and such information will only be made available to persons who are professional investors [as defined by the Securities and Futures 

Ordinance of Hong Kong ("SFO")]. If you are in any doubt about your status, you should consult a financial advisor or contact us. This document is not a marketing document and is not intended for public distribution. Please note that neither this document nor the product 

mentioned herein is licensed for sale by the SFC. Please refer to the product prospectus for more detailed information. 

Conflicts of interest concerning NBCFMA or the activities of its affiliates are possible. These activities and interests include multiple advisory, transactional and financial interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other 

investment instruments that are managed by NBCFMA or its affiliates that may purchase or sell such securities or instruments. No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc. is licensed by the SCF 

or registered with the SFC. Accordingly, these entities and their employees are not authorized to and do not intend to: (i) engage in a regulated activity in Hong Kong; (ii) hold themselves out as engaging in a regulated activity in Hong Kong; or (iii) actively market their services 

to the Hong Kong public. 

Copyright

This report may not be reproduced in whole or in part, nor distributed, published or referred to in any manner whatsoever, nor may the information, opinions or conclusions contained herein be relied upon without, in each case, 

the prior written consent of NBF.
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