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Today’s Bank of Canada cut shouldn’t be
the last one
The BoC cut the policy rate by 25bp to 2.50% today, in line with
expectations. Despite no forward guidance, policymakers are keeping
their options open, and the assessment on inflation, growth and
labour market points to another 4Q cut. We expect it in December, but
cannot exclude October and even further easing beyond that. CAD
should remain unattractive

Tiff Macklem, governor
of the Bank of Canada

The Bank of Canada delivered a widely expected 25bp rate cut today, adding very little in terms of
forward guidance. With the policy rate at 2.50%, a full 175bp above the Fed’s, assuming a 25bp
rate cut in the US later today, it’s understandable that the BoC is not willing to commit to more
easing, but the overall assessment of economic and inflation risks suggests this is not the last cut
of the cycle.

A negative macro assessment
On inflation, Governor Tiff Macklem noted that Canada’s decision to lift some retaliatory tariffs
against the US has reduced price pressure, and that “recent data suggest the upward pressures on
underlying inflation have diminished”.
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On growth, the picture remains grim, with the BoC outlining the different sectorial negative impact
of tariffs today and reporting that many businesses have paused investment plans due to
uncertainty.

The jobs market deterioration remains, in our view, the most compelling argument for cutting
more at this stage. The BoC is expecting job losses to spill into softer household spending in the
coming months, erasing the resilience in consumption numbers seen of late. Crucially, the BoC is
highlighting that, aside from “significant” job losses in US trade-sensitive sectors, there has been a
considerable slowdown in hiring in other sectors.

Another cut in December, risks on the dovish side
Despite a relative quiet period in US-Canada trade news, the (probably rocky) USMCA renegotiation
is up next. Remember that is the agreement that is preventing Canada from facing the worst of
reciprocal US tariffs, and any threat of the US withdrawing from the deal can significantly add to
business uncertainty and further harm the jobs market.

We think the conditions for another cut in December are all there, with risks skewed to an even
earlier move in October. For now, we see that as the last cut of the cycle, but we cannot fully rule
out more easing at this stage given lingering trade-associated risks.

CAD to stay weak in the crosses
Markets are pricing in 13bp for October, 21bp for December and no more cuts afterwards. We think
risks are on the dovish side relative to this pricing, even if it currently matches our baseline
forecast.

We have been on the bearish side of CAD against most of G10 currencies and we retain that view,
even though USD weakness should keep USD/CAD upside capped.

Author

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central

mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 17 September 2025 3

Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

