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A Gassy Canadian Retail Sales Report

e This is a weak report overall

The headline drop was driven by positive revisions...

...and lower prices, as sales volumes were up...

...but take gas stations out and volumes fell

Q3 retail volumes are tracking 1.8% higher...

e .. .butex-gas, Q3 volumes are up only 0.8%

Overall, growth is soft and lacking breadth

Canadian retail sales, m/m % change headline/ex-autos, August:
Actual: -0.1/-0.2

Scotia: -0.2/0.1

Consensus: 0.4/0.0

Prior: 0.6 /-0.1 (revised from 0.4 /-0.1)

This is a weak report with Scotia’s estimate the closest. Any temptation to look
past the headline dip in favour of the role played by revisions and the fact that
volumes were up a bit should be faded by the lack of breadth. In fact, gas station
sales volumes played an unusually strong role in August and during Q3 overall as
Canadians hit the road in August and bought gas, snacks and car parts.

Markets were totally shaking off the election results but then reacted to the retail
figures. Canada’s two year yield it down 5bps on the day and now outperforming a
nearly 3bps decline in US 2s. The Canada two year yield fell by about 4bps post-
release. The same is true of the CAD reaction to the election and data; it was
floating around 1.3090 before the results began to be digested last night and now
after the election and data we’re at 1.3105.

Total sales volumes were up by 0.2% m/m but a 0.3% decline in prices explains
why the dollar value of retail sales slipped a touch.

However, remove the 2.8% m/m jump in sales volumes at gas stations and sales
volumes fell by 0.1% m/m (chart 1 shows contributions). Gas station sales were
down 0.4% m/m in value terms as prices fell by over 3% but gas station volumes
jumped higher. It's important to note that gas station sales include more than just
gasoline compared to ages ago and now include bolt-on convenience store sales
and auto repairs and parts. Thus, we can’t tell what drove gas station sales.

Tracking for Q3 growth in retail sales volumes improved to 1.8% g/q ata
seasonally adjusted and annualized rate (SAAR) and largely thanks to revisions.
Prior to this morning’s figures, Q3 was tracking no material growth. See chart 3.

Once again, however, if one were to remove a 9.3% g/q SAAR jump in sales
volumes at gas stations then total retail volumes are only tracking a 0.8% qg/q
SAAR gain. In other words, sales volumes at gas stations accounted for a full
percentage point of growth in total retail sales volumes during Q3. Other
categories are tracking mixed results during Q3 so far with September data
pending. Volumes are tracking flat at auto and parts retailers, down 4.6% at
furniture and furnishings stores and down 3.3% at food and beverage retailers.
Volumes are tracking higher in Q3 at sporting goods/hobby stores (+5.9%),
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general merchandise stores (4.5%), clothing & accessories stores (2.3%), health and personal care stores (5.9%), an electronics
and appliance stores (1.5%).

Seven of 11 categories were higher in terms of the volume of sales. The biggest gainers were electronics and appliance stores
(+0.9% m/m), general merchandise stores (+1.2%), gas stations (+2.8%), and sporting goods stores (+0.4%).

August GDP tracking was unaffected and remains at about 0.3% m/m.
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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.
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