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Canadian Consumers Keep Stumbling 

 Retail sales disappointed expectations… 

 ...as volumes fell by 0.5% m/m in May 

 There has been no growth in retail volumes for three consecutive quarters 

 Weather likely didn’t help… 

 …but can’t explain the longevity of the weakness 

 The C$ depreciated and short-term rates rallied... 

 ...as the market probability of a BoC rate cut in Oct/Dec is a coin toss 
 

Canadian retail sales, m/m % change headline/ex-autos, May: 

Actual:  -0.1 / -0.3 

Scotia:  0.4 / 0.4 

Consensus:  0.3 / 0.4 

Prior:  0.2 / 0.0 (revised from 0.1 / 0.1) 

Canadian retailers continue to struggle with what is now three consecutive 

quarters of no growth in sales volumes.  A downside disappointment to retail sales 

and generally weak underlying details drove the C$ to depreciate by about one-

third of a US cent to 1.3092 on a USDCAD basis.  Canada’s short-term rates 

market is sharply outperforming the US this morning; the two year Canada yield 

fell by 2-3bps post-release and is outperforming the US 2 year Treasury yield by 

over 5 basis points on the day so far. 

Retail sales volumes were down by 0.5% m/m during May.  Therefore, all of 

the decline in the value of sales was due to lower volumes as an offset to higher 

prices.   

There was considerable breadth to the drop in volumes. Auto dealer sales 

volumes fell by 0.3% m/m, food and beverage volumes fell 2.5%, clothing/

accessories stores saw a 3% m/m drop in volumes, sporting goods and hobby 

stores fell 1.9% and general merchandise store sales were down by 1.3%. 

In value terms, however, breadth wasn't too bad as sales fell in 4 of 11 

sectors especially food and beverage stores (-2% m/m), clothing and 

accessories (-2.7%) and general merchandise (-1.1%). Gas station sales were up 

3.5% on higher prices so fade that. Pot sales were up by 14.8% m/m but they only 

represent about 0.2% of total retail sales.   

Over the past four quarters, annualized and seasonally adjusted quarter-over-

quarter growth in retail sales volumes has been as follows, and also depicted in 

the accompanying chart: 

2019Q2:  0.1% 

2019Q1:  -0.8% 

2018Q4:  -0.5% 

2018Q3:  +2.4% 
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Therefore, there has only been one decent quarter in the past four quarters and that was way back in the third quarter 

of last year. Since then, there has been no growth.  

Pending wholesale, monthly GDP for May is tracking at a modest rise of 0.1% m/m. This is being entirely driven by 

manufacturing volumes (+1.7%) with a trade assist. Housing starts fell 15% m/m in May, retail volumes were down 0.5% and 

hours worked were down 0.3%. Recall that the trade lift and associated manufacturing gain was likely transitory and distorted 

(here). 

Q2 GDP is still tracking over 2.5% q/q SAAR but this comes with a significant caution. The gains in terms of the 

quarterly math were front-end loaded. GDP exited Q1 with a rise of 0.5% m/m in March and then entered Q2 with a rise of 0.3% 

in April.  

There is no retail sector assist in the quarter thus far. A production rebound that lifted exports, manufacturing, 

wholesale and hours worked were behind the Q2 rebound but I'm still of the view that there were sizeable transitory drivers that 

are likely to soften into Q3. If so, then the BoC may look back upon the four quarters from 2018Q4 to 2019Q3 and perhaps only 

witness one single quarter of growth that was above potential 

By province, sales were down in eight of ten provinces. Gains were registered in the two biggest provinces including 

Ontario (+0.5% m/m) and Quebec (+0.9% m/m).  Both coasts and the prairies suffered losses. 

As the two accompanying charts demonstrate, weather carried mixed influences during the month in what was generally a 

cooler than normal month of May and a drier than usual month of May outside of Ontario and Nova Scotia. 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.scotiabank.com/content/dam/scotiabank/sub-brands/scotiabank-economics/english/documents/scotia-flash/scotiaflash20190703.pdf


July 19, 2019 

GLOBAL ECONOMICS 

|  SCOTIA FLASH 

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., Institución de Banca Múltiple, 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

