® Scotiabank.

GLOBAL ECONOMICS
| CANADIAN GDP NOWCAST

November 4, 2020

Scotiabank Nowcast: Merchandise Trade Grew
Less Than Expected, Q3-2020 Nowcast at 47.79%

This note is part of a series that will be published after important data releases,
documenting mechanical updates of the nowcast for Canadian GDP coming from
the Scotiabank nowcasting model. The evolution of this nowcast will inform
Scotiabank Economics’ official macroeconomic outlook.

The model is described in a related note here.

Canadian merchandise trade for September showed growth was weaker
than expected, with both exports and imports expanding by just +1.5%
m/m in nominal terms. In real terms, measured in chained 2012$,
exports grew just +0.9% m/m following a decline in August (see chart 1)
which, together with a subdued rise in imports, pushed the Q3-2020
GDP growth nowcast down to 47.79% Q/Q SAAR.

On the exports side, eight out of eleven sectors showed growth in
September. The main contributions came from real exports of
transportation equipment, which retraced some of the decline in August,
including motor vehicles (+2.6% m/m in chained $2012) and aircraft
(+13.0% m/m). Real exports of metal ores and nonmetallic minerals
(+7.8% m/m) provided a strong boost as well. In contrast, the largest
decline was seen in real exports of consumer goods (-7.2% m/m), as
exports of pharmaceutical products fell sharply.

Real import growth was relatively tepid (+0.4% m/m), as a strong pickup
in imports of energy products (+33.3% m/m in real terms) was partly
offset by weaker imports of electronics (-11.2% m/m).

Overall the release is consistent with the Canadian economy
transitioning into a slower growth phase in the fall. The initial rebound
over the summer, limited to sectors less dependent on social proximity
and those benefiting from pent-up demand, has likely run its course,
while the remaining sectors continue to struggle under the weight of the
pandemic.

Table 1: Canadian GDP Nowcast, Q3-2020

Nowcast Q3-2020
Date GDP Growth, %
Previous Nowcast 30-Oct-20 48.31
Revisions, other data +0.01
Merchandise exports, Canada -0.33
Merchandise imports, Canada -0.20
Current Nowcast 04-Nov-20 47.79
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Chart 1: Merchandise exports, Canada
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Sources: Scotiabank Economics, Haver Analytics,
Statistics Canada

Chart 2: The Evolution of the Scotiabank Economics
Q3-2020 Nowcast
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Sources: Scotiabank Economics, Bloomberg,
Haver Analytics.
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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.
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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
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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.
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