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Scotiabank Nowcast: GDP Grew by 40.5% in Q3-
2020 On A Sharp Rebound in Domestic Demand

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 Canadian GDP expanded at the rate of 40.5% Q/Q SAAR in Q3-2020, the highest on
record, as the Canadian economy bounced back from the pandemic-related
lockdowns in Q2-2020. The Q3-2020 expansion was weaker than expected,
however, compared to the latest nowcast of 47.87% and the preliminary flash
estimate of above 46% growth from Statistics Canada, the latter released at the end
of October. The latest data show that the contraction in Q1-Q2 was more shallow
than previously reported, which explains the weaker rebound and leaves the level
of GDP in Q3-2020 only slightly lower (-0.2%) than previously expected.

e  Growth in Q3-2020 was mainly driven by a rebound in domestic demand, with
consumption (+62.8% Q/Q SAAR) and residential investment (+187.3% Q/Q SAAR)
leading the way. Business investment lagged, with investment in structures held
back by the weakness in the oil and gas sector outlook.

e  Strength in consumption spending was mainly driven by expanding purchases of
goods (+86.8% Q/Q SAAR), in line with retail sales data received in Q3-2020, while
spending on services lagged (+44.3% Q/Q SAAR), hobbled by the health-related
restrictions. The household spending rebound came despite a slight fall in
household income (chart 2), as the decline in government transfers was partly
offset by a rise in employment income in line with a recovery in the labour market.
Government transfers are set to expand in the first half of 2021 with extensions of
various programs announced in yesterday’s federal fiscal update.

Chart 2: Household income and government support
measures
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Sources: Scotiabank Economics, Statistics
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Chart 1: GDP by industry, Canada
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Table 1: Canadian national accounts

% change Q/Q SAAR
Q2-2020 Q3-2020
GDP* -38.1 405
Nominal GDP -40.5 55.2
Final domestic demand -38.4 50.8
Consumption (households) -44.3 62.8
Government spending on goods and services ~ -12.7 15.0
Residential investment 417 187.3
Business investment (businesses & non-profits) -51.3 26.6
Machinery and equipment 63.5 91.6
Non-residential structures -49.7 -1.2
Intellectual property -30.5 30.6
Exports of goods and services -56.7 71.8
Imports of goods and services -65.0 113.7

* Table shows Q/Q % changes, SAAR, in components of GDP measured in
chained 20128, unless noted otherwise.
Sources: Haver, Statistics Canada, Scotiabank Economics.
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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; Scotiabank Europe
plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Instituciéon de Banca Multiple, Grupo Financiero Scotiabank
Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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
authorized 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 authorized 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, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat 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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