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GDP: the good news story

• After a few years of sluggish growth, we now lead the G7 

in GDP growth

• GDP growth and inflation will drive interest rates

• Growth is largely regional



Federal government deficit

• The federal government deficit is increasing to its highest 

point in 6 years

• This will impact the government’s borrowing costs going 

forward – especially when interest rates increase



Interest rates and exchange

• Bank of Canada (BoC) rate is expected to reach 2.50% in 

2019

– High of 21.08% in August 1981

– In the 5 years prior to the 2008 recession rates were between 2.25% 

and 4.75% 

• Exchange rate will fluctuate, but overall is expected to stay 

in line with today’s rate 



Interest rates: another reason to increase 

• Strengthening job market indicates greater ability to absorb 

higher borrowing costs

• Mortgage portfolios are in their best shape since pre-2008 

recession



Agriculture: how will we manage? 

• Overall, the crop sector is seeing pressure after a number 

of consecutive profitability

• Livestock sectors are finding stability after exceptional

years

• On the plus side…. We’re winning on exchange rates!



Lending 101

• Interest rates

– Variable rate – based on the bank’s posted Prime rate

– Fixed rate – based on the bank’s cost of funds

• Term 

– The longer the term, the higher the interest rate

• Common loan types

– Operating lines

• Prime

– Term loans with specified repayment terms (for financing long term 

assets)

• Prime OR Fixed rate



What it all means…

• Over the last 5 years (at minimum)

– Most long term financing has been Fixed rate loans

– Most loans have had 1 year terms

• Due to a stable, low interest rate environment

• Moving forward 

– BoC rate and one year term loan rates are projected to continue 

increasing

– Uncertainty over rates 1, 2, 3, 4, 5 years from today

– Locking in for longer terms today allows for interest rate risk 

management and ability to project the future more accurately

• Still in a historically low interest rate environment



Other options: no interest!

• Advance Payments Program

– $100,000 interest free

– Next $300,000 at Prime

– Easy application process – 15 to 20 minutes over the phone

– Financing for over 1,000 different commodities

• Commodity Loan Program (Ontario only) 

– Access up to $750,000 at Prime



A few wild cards in the deck…

Saudi Arabia
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