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Canada: Weekly Notes

Key events for the week of May 10 - 14, 2010

Economic diary - Canada

Date Last Median HSBC Impact Comments
May 10 Housing Starts—  197.3K 200K 210K  Minor » The latest data (March) out on building permits point to some
Apr (8:15) pretty decent upside for the April starts number. Prior to the

release of the permits data we had been forecasting a decline
in housing starts from 197,000 to 192,000 units. However,
behind the 12.2% rise in builder permits was a 21.1% jump in
the number of approved units for construction in the multi
family home category. This also corresponds with a large pick
up in construction hiring in April. On that basis, we are looking
for multi unit housing starts to recovery to February’s pace of
91,000 units, up from March'’s depressed reading of 77,500.
Single family starts hold in at current levels at 98,000 and rural
starts at 21,000.

May 12 New Housing 0.1% 03%  0.2%  Minor » Last month, new home prices were weighed down by a 0.7%

Price Index M/M decline in Toronto housing prices which was a function of the

- March (8:30) introduction of the harmonized sales tax. Builders in the
province of BC had yet to begin including the HST into the
price of a new home although this is expected to change in
March. We are expecting price declines in BC as the HST is
stripped out in the effort to calculate new home prices which
will offset some of the gains in other areas of the country

Industry data on existing home sales for the month of March
indicated that the market had continued to favour sellers.
While the environment could still be characterized as a sellers
market, new listings are on the rise, creating a more balanced
market. Overall, existing home sale prices rose 1.4%m/m in
March, led by price increases in the Toronto area, which offset
price declines on the West coast according to the Canadian
real estate association.

v

Int'l Merchandise C$1.4bn C$1.6bn C$1.0bn Med » The trade data provides us with the first real whiff of March

Trade M/IM - data in which to get some context as to how the March GDP

March (8:30) may be shaping up. For today's data, we looked at higher
crude prices as providing a boost to energy exports. Although
this will be partially offset by the warmer temperatures and
weaker pricing metrics for natural gas which would have
hampered shipment volumes and dollar sales. Distillate
exports are expected to have been curtailed by the impact of
refinery fires earlier in the year. A 7.2%m/m rise in industrial
goods and materials in February, courtesy of massive spikes
in copper (83%m/m) and nickel ores (265%mn/m) are
expected to be largely unwound in March. That alone is
expected to have knocked C$400mn out of the surplus.
Regardless of the softening up of the March headline surplus,
it is important to recognize that February’s report was
particularly encouraging, noteworthy for the overall pick up in
both import (+1.0%m/m) and export (+1.4%m/m) volumes.
March volumes should be seen in the context of a smoothing
out of a particularly chunky February report. Finally, China’s
trade data reflected a large pick up in the appetite for
Canadian exports which jumped by a healthy CAD320m.

» As an aside: we find it interesting that since May 2009, export
volumes have risen 14% despite a steady weakening in
USD/CAD.

Continued on page 2
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Economic diary — Canada (cont'd)

Date Last Median HSBC Impact Comments

May 13 BoC Governors » Economic conference in Ottawa from May 13 — 14 features a number of BoC governors along
Speaking with the BoC governor Carney.

May 14 New Motor Vehicle 81%  -40% -40% Minor » Preliminary evidence suggests that new vehicle sales on a unit basis pulled back in March,
Sales M/M — Mar (8:30) dropping -4.0% following February’s robust 8.1%m/m increase. Unfortunately the preliminary

report provides no breakdown of sales per category class of vehicle. Knowing the sales mix
provides some insight into what the dollar sales may look like given that the SUV/truck and
foreign vehicle categories tend to come in at higher MSRP than the North American passenger
car group. In other words, changes in unit sales for the SUV and truck categories will tend to
have a bigger impact on the retail sales report (measured in dollar sales) than changes in the
number of unit sales for passenger vehicles.

» Just as North American produced vehicles led the charge in February, so too do we expect to
see the greater majority of sales declines coming in the North American passenger car

category.
Manufacturing Sales 0.1% 1.0% 1.3% Med » Wednesday's trade report will help to flesh out some of the story on manufacturing sales. In
M/M - Mar (8:30) front of that, we are expecting that the auto sector will have staged a recovery following

temporary layoffs during the first week of February. Primary metals shipments expected to
have benefitted from stronger pricing metrics. On the downside, refinery activity remains
hampered by several fires earlier in the year that are expected to have continued to keep some
capacity idled in March.

Source: HSBC Canada
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