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Canada’s Economy Registered Little Growth For A
5" Straight Month

e The economy grew by 0.1% (rounded up from 0.07%) in November...
e ..beating expectations by a tick...
o ..but weather effects drove the upside

Weighted breadth was soft

e The economy is tracking no growth in Q4

Canada, GDP, m/m % November:
Actual: 0.1

Scotia: 0.0

Consensus: 0.0

Prior: -0.1

Canada’s economy beat expectations by a smidge on the surface of the latest
tally overall activity but significantly due to unseasonably cold weather during
November. Overall tracking of growth prospects with and without this effect is
skewed to below the BoC’s Q4 GDP estimate that was published in the January
MPR. Growth has been 0% or 0.1% for five straight months which should reject
attempts to downplay such an extended period as driven by distortions.

Breadth appeared to be solid with 15 or 20 sectors registering gains, but many of these
sectors are pretty small shares of the economy. In fact, the weighted contributions to
growth from 9 of those 15 sectors that were up only contributed to growth when taken to
the third decimal point in weighted terms. Thus, declines in sectors that represent bigger
shares of activity spoiled the party at the same time that utilities distorted the header.

The accompanying chart shows the weighted contributions to monthly GDP
growth by sector. The biggest source of downward drag on growth was the

mining/quarrying/oil/gas sector that saw a 1.4% m/m drop in output in a sector that

accounts for just over 7% of GDP. Transportation and warehousing also fell by
0.9% m/m and accounts for about 4 2% of GDP. The arts/entertainment and
recreation sector retreated by 0.7% m/m with a weight of under 1%. Wholesale
trade fell by 0.4% m/m and equals about 5% of GDP. The agriculture/forestry/
fishing sector contracted by 0.3% m/m and represents only 2% of GDP.

Utilities were the biggest single upside contributor to growth. They registered a
2.1% m/m jump in output on unseasonably cold weather across central Canada
that month. Take the utilities gain out of the picture and instead of a 0.1% rise in
GDP there was no change (0.0%) to the first decimal.

More genuine sources of positive contribution to growth came from the construction

sector (+0.5%) m/m), retail trade (+0.5%), and accommaodation and food services (0.4%).

Using the monthly GDP figures and assuming December comes in flat in order to
focus upon the effects of what is known thus far we arrive at Q4 GDP tracking of
about 0.0% g/q at a seasonally adjusted and annualized rate. There are tracking
differences between monthly production side GDP figures versus quarterly
expenditure-based GDP including import and inventory influences upon the
quarterly figures. Nevertheless, tracking 0% growth using the monthlies suggests
potential downside risk to the BoC’s 0.3% annualized GDP growth but not by
enough to get excited about given the tracking differences. Will the BoC take out
transitory weather effects when they're favourable?
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Weighted Contributions From

Sectors to November Real GDP Growth
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Sources: Scotiabank Economics, Statistics Canada.
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