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Canada IVEY PMI (Nov)

An interesting narrative found in the sub indexes.

Canada's|VEY PMI headline purchaser index improved in November to 57.5 up from 56.7 in October and not far
removed from street expectationslooking for 56.4 (HSBC 58.5). What isinteresting isthe potential inter play between
declining supplier deliveriesand fall inventories.

Facts

TheIVEY PMI at 57.5isin line with the historical norms for the number set at thistime of year. Canadais a seasonal
economy and the IVEY PMI is not seasonally adjusted. The employment index at 54.8 is up from 51.7 in the previous report.
A little to late to contribute to the view on the November employment report which was released last Friday. Subjectively, the
decent rise in the employment index seems out of context with the net 15K jobs created in November. A number insufficient to
keep up with the natural growth in the labor force.

Of some interest however was the hefty decline in the inventory index which dropped down to 41.7, from 46.4 in the previous
month. Of course the question that the survey doesn't answer iswhether or not thisis a voluntary or involuntary draw down in
stock. Supplier deliveries down sharply aswell, falling to 44 from 50. The supplier delivery number is alittle counter intuitive.
Low readings on the supplier delivery (aslowing in deliveries) index tends to correspond with periods of tightnessin the
Canadian economy. In turn it may suggest that the draw down in inventories was involuntary if indeed an unexpected pick up
in activity led to some tightening in the economy forcing orders to be filled out of existing stocks.

Implications

The IVEY PMI tends to draw a greater degree of gravitas from foreign investors than domestics. For the IVEY, arelatively
small sample size (175 companies), not much of a history (created in 1999) and the lack of seasonal adjustments severely
limits the utility of the number set.

Bottom line

From a practical standpoint, although the IVEY cut into alot of new territory in the third quarter this year in terms of some
new historical highs, Canadian GDP by comparison slumped. On that basis, the IVEY has not provided alot of good guidance
in terms of expectations for economic performance. And of course like al diffusion indexes, the IVEY PMI lacks any orders of
magnitude attached to it survey of responses.
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