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Wholesale growth for Canadian GDP

December wholesale trade up 0.7%m/m, vols up 1.5%m/m

Canadian December wholesale salesrose by 0.7% m/m following a rather robust upwardly revised 2.7% m/m in
November. The market median just about spot on at 0.8% m/m. Sales volumesrose by 1.5% m/m.

Morefuel for the economic firesbeing nurtured in December by a string of encouraging releases which are pointing to
a decent finish to arather challenging year for Canada.

We had been looking for a decline of -0.6%m/m on the basis that some of the air comes out of the November sails.

Our "mistake" was to pencil in adecline for automotive product sales (the forecast was for a decline of -3.4%m/m) following
two back to back months of very strong numbers, culminating with November's near 10%m/m spike in sales. Rather, this
particular truck keeps trucking with motor vehicle salesrising by 2.3%m/m. Overall, the automotive category rose by 0.9%m/
m as the automotive parts and accessories component dragged. Who needs parts when the consumer is buying new.

Y ear over year, wholesale vehicle sales are up 22.2% while parts and accessories are down by -11.2%. Luck has something to
do with it. Canadian manufacturing plants were allocated what turned out to be popular models with the consumer which has
stoked demand south of the border.

Other areas of strength included the machinery and electronic equipment category. Particularly important for the Canadian
economy. Balanced and sustainable economic recovery requires the economy transition away from areliance upon consumer
and government demand on over to business and external demand. The machinery and electronic equipment category has
grown in each of the past three months suggesting that business demand is beginning to emerge from itsimposed hibernation.
Although year over year the category is till down -8.9% led by anear -19% decline in machinery sales.

Other products sales rose by 1.4%m/m. We suspect that a continued recovery in fertilizer salesis akey component of therise
in the other products category, given the evidence provided by the trade report released last week showing fertilizer exports up
3.6%m/m.

Household goods sales declined by 1.0%m/m. Weak pharmaceutical sales (-6.4%m/m) masked a pick up in both apparel
+8.0%m/m and personal/household products +3.3%m/m.

Inventories continue to decline (-0.5%m/m), for the 10th straight month bringing the inventory to sales ratio back down to the
levels that preceded the onset of economic recession.

Overadl, the wholesale trade report is decently solid with only 2 of 15 categories registering declines. In turn, this morning's
number set gets added to that growing pile of data out on the month of December pointing to a solid finish to the year. The
BoC forecast for Q4 GDP to grow by 3.3%q/q ann. which looked so optimistic a month ago is now appearing very much in
range.
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