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Scotiabank Nowcast: Brisk Expansion in Retail
Sales Pushes Q3-2020 to 47.87%

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.

e Rounding out the main Canadian macroeconomic releases for Q3-2020,
Statistics Canada’s report on retail sales in September showed a brisk
expansion for the month with the volume of sales rising by +1.1% m/m.

e With this acceleration compared to August, the more positive outlook
for growth in September overall pushed the Canadian Q3-2020 GDP
growth nowcast to 47.87% Q/Q SAAR. Statistics Canada will release its
estimate of growth for the quarter on December 1 next week.

e The September acceleration of the pace of retail sales expansion is
unlikely to last, however, as Statistics Canada released a flash estimate
for October that suggested a flat reading. The deceleration would be
expected, sales having reached almost 4% above the pre-pandemic
levels in volume terms in September. Yet, given that it comes in the
context of a growing virus caseload and restrictions across provinces,
the expected deceleration may be a sign of more weakness to come.

e By sector, growth was broad-based in September, but 4 categories
accounted for most of the growth in terms of weighted contributions to
the volume of sales: motor vehicle sales grew +1.1% m/m in volume
terms, food and beverage (+1.0% m/m), general merchandise stores
(+ 2.0% m/m) and furniture and home furnishings (+3.9% m/m).

e For the quarter as a whole, the volume of retail sales increased by over
117% in annualized terms. From the national accounts perspective
consumption spending consists of spending on goods and services,
and the extent of the recovery in the latter, not captured in retail sales
estimates, will determine how strong consumption spending was overall
in Q3-2020.

Table 1: Canadian GDP Nowcast, Q3-2020

Nowcast Q3-2020
Date GDP Growth, %
Previous Nowcast 17-Nov-20 47.72
Revisions, other data +0.00
Retail sales, Canada +0.15
Current Nowcast 20-Nov-20 47.87
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Chart 1: Retail sales, 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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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.
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trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
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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.
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