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Canada: Weekly Notes

Key events for the week of April 26-30, 2009

Economic diary - Canada

Date Last Median HSBC Impact Comments
Apr30 GDP M/M - Feb 0.6% 03% 02% Major » Canada came into 2010 like a lion. Although we expect to see
(8:30) a continued expansion of economic activity, the level of growth

could fall well off the pace set in previous months. Over the
last three reports, the Canadian economy has averaged a
0.5%m/m growth rate. In a number of sectors, slowing activity
is expected to prove to be temporary. For services, activity in
the real estate industry was hurt in February as the Olympics
interrupted sales activity in the large west coast market.
Temporary layoffs in the auto industry in the first week of
February dragged on wholesale trade, where volumes
declined by -1.8%m/m, in large part due to reduced trade in
motor vehicles. And while we still expect to see a positive
contribution out of the manufacturing category, the levels of
growth should not be nearly as robust as in the previous
months. In a related release, manufacturing shipment volumes
rose a paltry 0.3%m/m, well back of January's 2.2%m/m rate
of growth. Construction has been a valuable contributor to the
recovery in GDP for the last seven months. However, building
permits showed a significant decline in February, dropping by
-7.5%m/m, which is expected to have pulled at construction
activity. Mild winter temperatures are expected to have
negatively impacted utilities production.

v

That said, we expect that the economy still managed to push
out a moderate level of economic growth. Overall, trade
volumes were up for both import (+1.0%m/m) and export
(1.4%m/m) categories. For an open economy like Canada’s, a
busy border suggests a busy economy. Our forecasts look for
the goods producing industries (+0.3%m/m) to have continued
to lead economic growth in Canada. Just as the goods
producing industries bore the brunt of the global economic
downturn, so too should it be expected to lead the recovery.
Service industry activity is forecast to have risen by 0.1%m/m.
Overall GDP is expected to have expanded by 0.2%m/m

(unrounded 0.18%).
Industrial 0.0% -0.1%  Minor » CAD was up significantly in March, rising 3.4% vs. US dollars.
Product Price The impact of a stronger CAD will be to chip as much as
Index — Mar 1.0ppt out off the headline price index. Underneath the

(8:30) headline reading on the index, we expect that petroleum and
coal prices will contribute significant upward pressure on
producer prices. Fabricated products (metal), lumber,
chemicals and fertilizers, pulp and paper prices are all
expected to be higher. Notable downward pressure on prices
should flow out of the auto and capital equipment segments.

Raw Materials 0.4% 1.5%  Minor » Raw material prices are significantly higher in March on the
Price Index - back of our expectations for some pricing shocks in the foods
Mar (8:30) categories. Vegetable prices are higher on the back of

damage to US crops. Animal products are led higher by
stronger prices for hogs and cattle. There has been a
reduction in terms of both herd sizes and issues regarding
winter feeding and limited weight gain for cattle this year.
Metals prices across the board are higher, along with wood
products.
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