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Provinces’ Retail Sales Continue to Cool in Q3

CONTACTS

Marc Desormeaux

Statistics Canada’s retail sales report for September reveals that
consumer purchases have slowed considerably. In the third quarter, national
level sales expanded by just 1.8% (SA, g/q annualized), down from more than
11% from January through March. Eight provinces witnessed a deceleration
relative to the second quarter in Q3 (chart 1).

We project continued modest retail expenditures in the fourth quarter for
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Chart 1

Early Retail Gains Ease

% change, q/q

several reasons. September sales declines in half the provinces will provide a 25 -, annualized, SA
weak hand-off for the final three months of the year. As well, we anticipate 20 4 n20traiaQzras
more cooling of the pent-up spending demand that was unleashed in Alberta 15 |
and Saskatchewan in the first quarter after two years of recession. There is 10 |
some upside potential for the Maritime Provinces, which are entering a period
of more stable and positive consumer spending.
e Purchases of motor vehicles and parts drove the bulk of the gains to date. -5 g QC ONNS
In BC and Prince Edward Island, hefty full-time hiring and wage increases -10 -
propelled growth in the largest retail trade segment, while positive net 15 gk
employment for the first time since 2013 encouraged major purchases in New
Brunswick (chart 2). Sales have fallen back in Manitoba this year following
gains averaging 6.1% during 2014—16, and continue to advance at a solid, Chart 2 _
albeit slower pace in Quebec and Ontario after record motor vehicle sales in Prxssl'cslzlseg‘iia;i -
2016. We expect a broad-based moderation of vehicles and parts purchases A5
over the next year as employment growth eases and interest rates continue to .
climb.
NB
e Outlays at gasoline stations are up more than 10% y/y in seven provinces, ac
the result of higher prices at the pump. Statistics Canada reports an 11.5% yly ZE 'g"‘;tg;t;’ehic'es
increase in the price level for gasoline through September, mirroring the price NS @0ther
of oil's climb to an average over $50 in the month from below US$30/barrel in L Categories
early 2016. This helped offset declines in other categories in Newfoundland & oN
Labrador, where employment remains weak as work on several large resource VB Chﬁﬁ;ﬁ
projects winds down. ' ) '
2 3 8 13 18
e Food and beverage store purchases, necessities that tend not to vary Chart 3
significantly from year to year, are up 1.9% y/y through September, with gains
spread fairly evenly across the provinces. For the ninth consecutive year, 15 Sales of Home-Related Items
growth in outlays at specialty food establishments is outpacing that of e

spending at grocery stores at the national level.

Home-related purchases (e.g. furniture, electronics & appliances, building &
garden equipment) continue to moderate in Vancouver after several years of
rapid house price appreciation. However, some strengthening is expected
given the 26.7% increase in MLS units sales during August to October relative
to the same period last year. Toronto home-related expenditures are still
strong but unit sales are down 19% y/y through October; we expect the current
pace will not be sustained in the new year. In Montreal, households are being
buoyed by this year’s significant personal tax relief (chart 3).

Toronto

17*

Montreal

* Jan.—Sept. Source: Statistics Canada.
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* Data not available. Source: Statistics Canada.

Table 1 Retail Sales, January - September 2017*
year-over-year % change

Canada NL PE NS NB QC
Durables 9.1 0.2 9.0 8.7 114 95
Electronics & Appliances 11.3 124 70 113 -44 222
Furniture 4.4 275 119 184 20 7.3
Motor Vehicles & Parts 9.4 7.3 8.8 78 13.0 8.9
Non-Durables 6.0 3.5 7.6 5.9 4.5 4.2
Building Materials & Garden Equip. 126 -26.8 155 148 173 5.4
Clothing 5.4 -06 66 -16 04 0.4
Food & Beverage 1.9 -39 25 20 -63 29
Gasoline 13.4 108 166 9.2 121 838
General Merchandise 45 -23 na* 6.3 3.7 3.5
Miscellaneous 3.2 21 na* 99 262 1.8
7.0 25 8.0 6.8 6.7 5.9
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability
whatsoever for any direct or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading
Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics
and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other
transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or
be in the process of acquiring or disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.;
Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited;
Scotiabank Inverlat S.A., Institucién de Banca Multiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all
members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with
limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is
authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation
Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated
by the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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