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Bank of Canada Interest Rate Announcement - March

27, 2020

For the second time this month, the Bank of Canada has lowered its overnight policy
rate before its regularly scheduled announcement date, taking the overnight rate
down a further 50 basis points to 0.25 per cent.  That level is what the Bank
considers its effective lower bound, meaning it can not reduce rates further without
potentially disrupting key short-term funding markets.

  
The Bank also announced two new programs to ensure the continued smooth
functioning of credit markets and to promote credit availability.  The first, the
Commercial Paper Purchase Program, is targeted at alleviating strains in the short-
term funding market  and the second entails the Bank purchasing Government of
Canada bonds in the secondary market. The latter program is a type of what is
generally called "quantitative easing" though the Bank's program is targeted at all
maturities, rather than longer term yields as in traditional quantitative easing.

All of these actions represent a serious and significant amount of firepower aimed at
keeping the Canadian financial system and credit markets functioning during this
extraordinary time.  If successful, we should see currently elevated risk spreads on
mortgage products start to decline, reversing recent increases in Canadian mortgage
rates.
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For more information, please contact:  
  

Brendon Ogmundson
 Chief Economist

 604.742.2796
 bogmundson@bcrea.bc.ca 

Kellie Fong
 Economist

 778.357.0831
 kfong@bcrea.bc.ca 
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BCREA is the professional association for more than 23,000 REALTORS® in BC,
focusing on provincial issues that impact real estate. Working with the province’s 11
real estate boards, BCREA provides continuing professional education, advocacy,
economic research and standard forms to help REALTORS® provide value for their
clients.

  
To demonstrate the profession's commitment to improving Quality of Life in BC
communities, BCREA supports policies that help ensure economic vitality, provide
housing opportunities, preserve the environment, protect property owners and build
better communities with good schools and safe neighbourhoods.
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