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Economic diary – Canada 

Date  Last Median HSBC Impact Comments 

Aug 17 Int’l Securities 
Transactions – 
Jun (8:30) 

CAD23.2B CAD8.5B Minor  June’s securities transactions report is expected to show 
a significant amount of activity given that it coincides 
with a heavy calendar of bond retirements. Although we 
are looking to see about CAD6.0bn in bonds maturing, 
we feel it will be more than offset by an equally heavy 
calendar of new issuance out of Canadian provinces 
and domestic financials. When combined with foreign 
interest in outstanding bond issues, which has been 
averaging CAD7.0bn a month, we are looking for a net 
pick up in foreign purchases of CAD8.5bn, primarily 
executed through bond purchases. 

 Boring is the new beautiful and against the backdrop of 
credit event in other areas of the world in June, there 
wasn’t much more boring than a Canadian bond. As of 
May, YTD, net bond purchases by foreigner investors 
stood at CAD44.3bn vs. CAD2.0bn for money market, 
and CAD7.6bn for stocks. 

 Manufacturing 
Sales M/M – Jun 
(8:30) 

0.4% -0.1% Med  Coming out of the factory gate, primary metals, 
petroleum and coal product prices were lower in June 
which will have the impact of depressing dollar receipts. 
Export data on the month hinted at significant declines 
for some primary metals, as well as slightly softer crude 
export volumes. Yet, while the trade story is less than 
inspiring, it was hard to ignore the compelling picture 
painted by the orders numbers. In May, new orders 
jumped 2.5%m/m which was complimented by a 1.3% 
rise in unfilled orders. But on closer examination we find 
that growth in both categories was primarily the result of 
a translation effect as the value of aerospace orders 
(valued in USD) were converted into a weaker CAD for 
reporting purposes. That said, we expect sales out of 
the aerospace category are expected to have been 
strong in June helping to cushion the blow of weaker 
auto sales as May's burst of activity begins to moderate 
in front of the seasonal summer shutdowns. A similar 
story for food and clothing sales which are both 
expected to be weaker following strong results in May. 

Aug 19 Leading 
Indicators M/M – 
Jul (8:30) 

1.0% 0.6% Med  The leading indicators number has continued to throw 
off some respectable readings despite some significant 
swings in its constituents. At 0.6%, our forecast for the 
LEI in July is well off the pace established over the 
previous 12 months which on average was growing by 
1.0%m/m. Gone are the sizeable increases in the 
housing index that defined 2009 along with a significant 
slowdown in the pace of new orders for durable goods. 
Lurching equity markets have not helped the outlook 
either. 
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Economic diary – Canada (cont'd) 

Date  Last Median HSBC Impact Comments 

Aug 19 Wholesale sales M/M – 
Jun (8:30) 

-0.1%  0.3% Med  Some significant moves in USD/CAD over the course May and June that is apt to inject some 
volatility into the number set given that a good slug of wholesale activity is cross border. Recall that 
volume sales in May were down -1.5% while dollar sales were flat. Most of the discrepancy was 
accounted for by a weaker Canadian dollar. In June, we expect to see apparel sales in decline as 
April's surge in sales continues to moderate. Building supply sales are expected to feel the effects 
of a slowing housing market. Metal product sales expected to be softer following May’s 7.3%m/m 
surge in sales. On the upside, we are expecting that motor vehicle sales are going to be stronger in 
keeping with solid demand for some popular vehicle lines along with improved machinery sales. 
The drag associated with a 30%m/m decline in agricultural supplies (flooding in the Prairies), which 
knocked over CAD400m in sales out of the May report, is not expected to be repeated in June. 

Aug 20 CPI M/M – Jul (7:00) -0.1%  0.6% Med  We expect base effects and the HST will be playing havoc with the CPI number set in July. 
Headline consumer prices are going to pushed higher by the onset of the harmonized sales tax 
(HST) that came into effect on July 1st. The HST (Ontario and BC) will affect approximately 17% of 
household purchases of products and services which will now be hit with a provincial sales tax. A 
short lived environmental levy also added to the cost of goods in July but its impact is a short lived 
transitory event.  

 Underneath the headline reading on inflation, gasoline prices are expected to have risen by close 
to 3%m/m in July, adding nearly 0.15ppt onto the headline index. Peak summer prices for travel 
services are expected add another 0.05ppt onto the headline. Food prices expected to be up 
marginally, although the focus will invariably fall on the behaviour of bakery products going forward 
as poor weather conditions impact wheat and invariably their impact winds its way into higher 
prices for donuts. Higher apparel prices will add 0.05ppt. On the downside, seasonal price effects 
are expected to drop the costs associated with purchasing of leasing a vehicle, knocking as much 
as 0.1ppt off the headline.  

 CPI Y/Y – Jul (7:00) 1.0%  1.9% Med  The onset of the harmonized sales tax in the Provinces of BC and Ontario, will add roughly 0.4ppt 
onto the year over year inflation rate. July’s year on year readings will also be impacted by a 
significant base effect as the CPI index slipped from 115.1 to 114.7 in July 2009.  

 From a policy standpoint the BoC will look past the impact of the HST. That said, monetary policy 
isn't about what prices were doing in July 2010 anyways, but what are the expectations for prices 
in July 2012. CPI for all intents and purposes, is a historical look back on where prices were, rather 
than where prices are going. 

 Core CPI M/M – Jul 
(7:00) 

-0.1%  0.0% Med  The core reading on CPI will expunge the impact of higher gasoline prices as well as changes to 
the tax structure from the reading on inflation. 

 Core CPI Y/Y – Jul 
(7:00) 

1.7%  1.7% Med  From a policy standpoint, the CPI dissected of its energy component seems to pose little in the 
way of an inflationary problem for the BoC. Goods prices came crashing to ground in June, running 
at a rate of 0.1%y/y with the balance of the pricing pressure found in services where prices rose by 
1.7%y/y. 

Aug 24 Retail Sales M/M – Jun 
(8:30) 

-0.2%  0.3% Med  To be certain, May’s retail sales data disappointed and so too is it likely to be the case in June. Yet 
as we scrapped away at the May report and the muck associated with volatile swings in petrol 
purchases (price effects) and building materials, what we found was a core sales number that had 
remained largely intact. In June, it is going to be less so. Front and centre, consumer confidence 
took a hit on the back of the unfolding sovereign debt crisis unfolding in Europe at the time. So too 
will there be price effects hitting dollar sales as both apparel and gasoline prices cascaded lower. 

 However, all is not lost. On the upside, remarkably strong employment gains in Q2 and continued 
wage growth are expected to underpin consumption. Building centre sales after two months of 
significant declines are expected to have stabilized. 

 Retail Sales x-auto M/M 
– Jun (8:30) 

-0.1%  -0.3% Med  New vehicle sales on a unit basis were up 2.5%m/m in June. And while the report provides no data 
on dollar sales figures, we find that the categorical breakdown and vehicle mix provide some 
insight into what dollar sales may look like. For June, there was a preponderance of sales in the 
SUV and truck categories (+3.2%m/m) which tend to come in at higher MSRPs than is the case 
with passenger cars. So too do overseas passenger cars tend to have higher pricing points than 
domestics. On a unit basis passenger car sales rose by 1.6%m/m of which the bulk came in the 
domestic category. In terms of the retail sales report, we are looking for dollar sales to be up 
2.2%m/m, helped along by the preponderance of unit sales in the SUV category although 
somewhat hampered by a -0.9%m/m decline in prices.  

 X-gasoline sales are down -0.1%m/m 

Source: HSBC Canada  
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