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Retail sales all gassed up.
Canadian retail sales (Dec) +0.4%m/m, x-auto +0.4%m/m
Headline and x-auto sales came in largely in line with street expectations. Sales volumes were up 0.6%m/m.

On the surface, all appears to be largely as it should be. Alas, the great bulk of the pickup in dollar sales was limited to

gasoline station sales which is rather surprisng given the -2.9%m/m decline in gasoline prices that was recorded in the

December CPI. X-gasoline, retail sales were up just 0.1%m/m.

New car sales were a disappointment. Despite a rise of 2.6%m/m in unit sales, dollar sales of new vehicles actually dropped by

-0.2%m/m. An unfavorable vehicle sales mix would be to blame. We note that units sales were concentrated in the domestic

vehicle category. Typically domestic vehicles will come in at lower pricing points than the import category. As such, the

impact on dollar sales of a pick up in unit sales in this category can sometimes have a muted effect on the dollar sales that are

reported for the retail sales report.

Used and recreational vehicle sales rose 1.7%m/m helping to offset the decline. Overall, the automotive category rose by

0.9%m/m, courtesy of the contribution from gasoline station sales.

Supermarket sales declined rather dramatically, falling -1.5%m/m (on a dollar basis, this category is second only to autos in

dollar sales). Specialty building centre sales also dropped dramatically, falling -4.4%m/m. Although this smooths out some of

the 8.2%m/m bounce in November. Home centres and hardware also dropped, falling -0.5%m/m. The home reno boom helped

along by federal tax incentives gave ground in December as home owners perhaps focused on using the kitchen during the

holiday season rather than ripping it out.

Clothing sales also disappointed. Yes sales were up 1.2%m/m but this disappointed our expectations looking for a meatier

pickup activity on the back of temperatures beginning to creep lower. Above the seasonal norms yes, but cooler none-the-less.

Beer and liquor sales have been steadily on the decline and December is no different with sales dropping -1.5%. Sporting

goods and recreation sales were up 1.6%m/m. Shooting and shooters don't mix well.

Net, net, downward revisions to the November data (headline sales revised from -0.3%m/m to -0.5%m/m) is unwelcome

but really its impact is on the margins only. And with the headline sales number for December pretty much on top of market

expectations, all seems well. But the sales mix is not entirely terrific given the weight being carried by the gasoline category.

Still, for those categories that saw sales declines, there are reasonable explanations for the drop that are not necessarily related

to the propensity of the Canadian consumer to spend.

So too, those categories that failed to recovery quite so briskly as we had thought, well atleast there are signs of a pick up in

activity and consumer traffic. Just as gasoline represented a good bulk of the upside on the report, so too did the bulk of the

down side fall on the supermarket food sales category. Removing the impact of the decline in supermarket sales, retail sales are

up 0.8%m/m.
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Of course one can always carve away at a number set until one gets to the desired result. Suffice to say, today's number set will

contribute positively to Q4/09 GDP which is looking like its going to be a bang up quarter for the Canadian economy.

Canadian Leading Economic Indicators data for January continued to throw off decent gains although lagging expectations.

January LEI rose 0.9%m/m, behind the market median looking for 1.1% (HSBC 1.1%m/m). The housing index continues to

lead the way, rising 1.3%m/m although coming well off the pace of previous months that have easily seen twice that. Although

this fits with industry data suggesting that the housing market was coming off the boil in January. New orders index which has

tended to provide a lot of the recent topside on the number set, settled down in January, dropping -1.0%. Average workweek

hours was also down -0.3% which may be related to extended holiday layoffs in the auto sector.
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