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Auto closure weighed on manufacturing; virus impact still to come 

 Auto production fell by 12% after GM Oshawa plant closed 

 But overall manufacturing was only slightly lower in January 

 Data predates pandemic, rail blockade impacts 

January's manufacturing data gives us little insight into the economic impact of the coronavirus outbreak. 

That could start to show up in February when factory shutdowns in China created supply chain headaches 

for manufacturers globally. Chinese industrial production was down 13.5% year-over-year in combined 

January and February data. The challenges created by the spread of the virus outside China will be more 

significant in March. Domestically, the manufacturing sector isn't initially facing the same drop-off in 

business, or being impacted as much by containment measures, as sectors like travel and tourism and 

non-essential retail. As the outbreak worsens, though, any loss of hours worked due to illness and 

quarantine could crimp manufacturing output, adding to supply chain disruptions. Loss of demand as the 

global economic backdrop worsens is also something to watch out for. 

As for today's data, it provides a snapshot of Canada's manufacturing sector at the start of the year. The 

permanent closure of GM's Oshawa assembly plant weighed on motor vehicle output, which fell by double 

digits. That was actually larger than we expected—production began to wind down in December, which we 

thought would soften the blow in January. Petroleum and coal manufacturing was also down in the month, 

with lower prices not helping. That will deepen in the coming months with oil prices plunging. Excluding 

those two sectors, manufacturing sales posted a solid gain, led by a surge in non-metallic minerals. That 

will be difficult to sustain with supply chain disruptions from rail blockades and factory shutdowns abroad 

expected to weigh on activity from here. 

 

 

 Josh Nye | Senior Economist, RBC Economics | Royal Bank of Canada | T. (416) 974-3979 
For more economic research, visit our website at www.rbc.com/economics 

 

 The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without express authorization 

of the copyright holder in writing. The statements and statistics contained herein have been prepared by RBC Economics Research based on information from sources 

considered to be reliable. We make no representation or warranty, express or implied, as to its accuracy or completeness. This publication is for the information of 

investors and business persons and does not constitute an offer to sell or a solicitation to buy securities. 

®Registered trademark of Royal Bank of Canada. 

©Royal Bank of Canada. 

http://www.rbc.com/economics

