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Canadian GDP grew through second virus wave

e Canada GDP grew 0.7% in January, despite containment measures that restricted retail & hospitality

activities.
e Advance estimate for February showed continued improvement (0.5%); early indicators for March also
positive.
e Third wave of virus spread raises risk of another round of lockdowns, but vaccinations are also ramping
up.
Headline GDP grew 0.7% in January , better than Canada GDP growth by industry
Statistics Canada’s flash estimate a month ago, and % cantribution to yoy change in headline GOP

despite stringent containment measures that were in
place throughout that period. Retail sales pulled back
again, as in-store shopping was still restricted in much
of the country, and accommodation & food services
remained exceptionally soft. The industrial sector at
large continued to show strength with manufacturing,

construction and mining and oil & gas extraction m—Fotall s ndustrial sector
combined to a 1.9% increase from December last year. o e e

That was despite a pullback in auto manufacturing, -

where OUtpUt fell 3.2% from ongoing production Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep20 Oct-20 Nov-20 Dec-20 Jan-21
disruptions triggered by the global semi-conductor Source: arcan, ROC Economics

shortage.

Output likely grew further in February from StatCan’s ctan e ﬁ
preliminary report, up another 0.5% as restrictions began gy 08 08 04 07 2.3
to be eased. Earlier labour market report suggests total Goods 07 13 08 1.5 -0.6
hours worked grew 1.4% in the same month. And Mining ex-oil&gas 5.0 0 76 53 3.0 13.7
sentiment data has pointed to improved business and Mining support 89 Wy A B )
consumer confidence in March. Total annualized GDP Construction A 03t A i
growth now looks on track to exceed 5% in Q1, higher aoanractuing e e o e
than previously expected. Remaining weakness is Retail 04 13 36 1.7 3.2
increasingly concentrated around the hospitality sector, Accom/food -45 05 67 3.0 -42.2
with those industries making up almost 60% of the year- Other services (ex public admin) 05 07 05 -08 -12.8
over-year decline in total output in January. Source: Statistics Canada, RBC Economics Research

The third wave of virus spread is once again threatening to slow the economic recovery. B.C. already imposed a
three-week “circuit-breaker” lockdown, and the alarm is sounding for Ontario. Still, another downturn in
economic activity looks less likely given the economy was able to grow (relatively solidly) through the second
wave. Meanwhile, vaccine distribution is also escalating with Canada now expecting to receive around 44 million
doses of vaccines by the end of June - enough to cover the more vulnerable age groups (above 60) with 2 shots
and the rest above 16 with one.
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