) Scotiabank Nowcast: Canadian Retail Sales Mixed,
Scotiabank. Leaving Q1-2022 GDP Estimate Lower at +4.84%

G LO BAL ECON OM |CS 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

CANADIAN GDP NOWCAST Economics’ official macroeconomic outlook.

May 26, 2022 The model is described in a related note here.

Contributors «  This morning, StatCan published its estimate of the Canadian retail sales in March,

completing the run of major macroeconomic releases for Q1-2022. Sales in March
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. ) ) were virtually unchanged, which was a disappointment compared to StatCan’s
Director of Economic Forecasting
Scotiabank Economics early estimate of +1.4% m/m growth. However, the negative surprise was fully
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remaining 10 sectors growing briskly. In volume terms, the overall sales in March

were down -1.0% m/m, again on a pullback in motor vehicles and parts. As a result
the nowcast for the Canadian GDP growth in Q1-2022 eased to +4.84% Q/Q SAAR.
Chart 1: Retail sales, Canada

o The details were better than the headline, as core retail sales which exclude gas

billions
chained

53 | 2012CAD mainly by strong increases in building materials and garden equipment

52 (+3.7% m/m), and clothing and accessories (+2.2% m/m). Robust core sales may
51 mean that GDP growth in March was stronger than what the headline retail print
50 suggests.

stations and motor vehicles and parts dealers grew +1.5% m/m in March, driven

« However, the more worrying part of the retail sales release was the revisions going
back to January, in particular in terms of volumes (chart 1). The weaker sales
rebound in January lowered the estimate of overall growth in real retail spending

—— A ——hyAcE=ss from over +4% Q/Q SAAR to just under +1% Q/Q SAAR in Q1-2022, posing a risk of
' ' ' A q}@v ' revisions to the published GDP growth for January and the quarter overall.

oy S s T Al « The anaemic growth in retail sales volumes in Q1-2022 contrasts with a sharp

SlalEc e expansion in nominal terms (+12.5% Q/Q SAAR), with a powerful increase in
consumer prices making up the difference. The combination of high inflation and

Chart 2: The Evolution of the Scotiabank weak growth has already shown up in a few Canadian economic data releases, now
Economics Q1-2022 Nowcast including retail sales, which could be an early sign that Canada is not immune to
o0 %change SAAR the “stagflationary” trend slowly shaping up in the world economy.
-5 |L « Although it is too early to say, the various “flash” estimates released by StatCan for
6o April so far do not give much cause for optimism that real growth will meaningfully
pick up in the short term, since the estimated expansion in retail sales
43 W (+0.8% m/m), manufacturing (+1.6% m/m) and wholesale (+0.2% m/m) was most
30 f Scotiabank Economics, likely due to higher prices.
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Sources: Scotiabank Economics, Bloomberg, Haver
Poelyies Date GDP Growth, %
Previous Nowcast 16-May-22 4.97
Revisions and other data -0.05
Retail sales, Canada -0.08
Current Nowcast 26-May-22 4.84

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:nikita.perevalov@scotiabank.com
https://www.scotiabank.com/content/dam/scotiabank/sub-brands/scotiabank-economics/english/documents/insights-views/2018-10-30_I&V.pdf

Scotiabank. CANADIAN GDP NOWCAST

May 26, 2022

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
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any use of this report or its contents.
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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
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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.
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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
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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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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
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