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Canada’s lllusory GDP Beat

GDP growth in April beat expectations in line with revised guidance...
...but the report was a one-trick pony lacking breadth...

...as the exclusion of one single driver resulted in a marginal dip in GDP
The BoC may treat the report as stale compared to forward risks...

...even though Q2 growth is tracking firmer than their last estimate

Canada, GDP, m/m % April:
Actual: 0.3

Scotia: 0.2

Consensus: 0.2

Prior: Unrevised from 0.5

While headline GDP growth in April beat expectations in line with revised
guidance shared after the wholesale report, the details were unimpressive
and the data is best treated as stale in the face of forward-looking risks in any
event. In fact, upon excluding one single sector that played an out-sized and
distorted role, the Canadian economy actually shrank a touch in April. CAD is
largely unchanged following the report and roughly flat to the USD on the day
so far with short-term interest rates little affected.

The concern here lies in the fact that there was not much breadth on a
weighted contributions basis. Please see the accompanying chart that
depicts weighted contributions to growth by sector. The mining/oil/gas
extraction sector did the bulk of the heavy lifting toward overall growth in the
economy. Wholesale trade was the next biggest contributor and then 'others'
also added just under 0.1. Beyond that, the rest of the sectors played little
role in driving growth.

Why did energy/mining drive economic activity higher? It’s a distortion
mainly introduced by virtue of the fact that Alberta’s mandated
production cuts at the start of the new year have been fading in
consequence ever since. Oil sands output was up 11% m/m which
StatsCan flagged to be seasonally unusual “as facilities scaled up
production rather than undertaking maintenance activities, to take
advantage of the easing of production restrictions.”

Mining excluding oil and gas was up 1.7% including a 4.4% rise in potash
mining but also solid gains in mining of copper, nickel, lead and zinc. Given
more recently fading commodity prices on global trade and specifically
China concerns, the durability of such gains may be an added dent to
the quality of the overall report.

Total GDP growth in April just barely rounded up to 0.3% (0.258%). That
positions Canadian GDP growth to be tracking 2.1% g/q in Q2 based on Q1
hand-offs and April while assuming flat May and June readings. We have
nothing to go by for June and little for May, so Q2 tracking is best kept focused
upon what we can credibly estimate to this point. Still, that's consistent with the
rebound narrative from Q1 when growth was only 0.4%, but Q2 is tracking
roughly in line with consensus and isn't a particularly impressive rebound.
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e Q2 GDP growth is tracking stronger than the BoC had anticipated back in the April MPR when they forecast 1.3% for
Q2 growth. That's a very dated estimate by now, however, and so at best they would be positively surprised in
minimal fashion compared to more recent expectations and in the face of forward-looking risks.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 2


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

~ . ™ GLOBAL ECONOMICS
> Scotiabank | SCOTIA FLASH

June 28, 2019

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 Muiltiple, 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.

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

