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Bank of Canada cuts rates by 50-basis points

The Canadian stock market rose today, lifted by mining share as
investors cheered the central bank's interest rate cut. The Bank of
Canada (BoC) slashed its key policy rate by 50 basis points to
3.25% this morning, while indicating that further cuts would be
more gradual, in a shift from previous messaging that continuous
easing was needed to support growth. The policy rate in Canada is
now at the top end of the bank's “neutral range”, where rates are
just enough to not restrict economic growth but not stimulate it
either. In the conference following the rate decision, BoC
Governor Tiff Macklem said that U.S. President-elect Donald
Trump's pledge to impose a 25% tariff on Canadian exports
represented "a major new uncertainty” for the economy. South of
the border, U.S. consumer prices increased in November by the
most in seven months, but the Federal Reserve is still expected to
deliver a third consecutive interest rate cut next week to support
a labor market that has been cooling. Progress in lowering
inflation toward the U.S. central bank’s 2% target has virtually
stalled, with the report from the Labor Department today also
showing no improvement in the measure of underlying price
pressures over the past four months. Despite persistently high
inflation, there was some encouraging news. Rents, one of the
stickier components of inflation, rose at the slowest pace in nearly
3-1/2 years and helped slow the increase in services inflation. The
consumer price index rose 0.3% last month, advancing 0.2% for
four straight months. In the 12 months through November, the CPI
climbed 2.7% after increasing 2.6% in October. U.S. stocks also
gained today as a rally in tech stocks boosted the Nasdaq above
the 20,000-point milestone for the first time. The benchmark S&P
500 index and Nasdaq were trading higher while the Dow retreated
from early gains in choppy trading. Only five of the 11 major S&P
500 sectors advanced, led by gains in communication services,
technology and consumer discretionary services. Healthcare and
utilities stocks were the biggest losers. On the fixed income side,
the yield on the benchmark U.S. 10-year notes rose more than 5
basis points to about 4.27%.
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