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ECONOMIC NEWS
Canada: Growth Could Reach 4% in the First Quarter

HIGHLIGHTS

» Real GDP by industry remained unchanged in February.

» The goods sectors declined by 0.3%. Except for a fourth
consecutive gain in construction, production was down in all
sectors.

> The service sectors were up by 0.2%. Eight of the fifteen main
sectors rose in February.

COMMENTS

At first glance, zero growth of real GDP for the month of
February is not reassuring. But those results should be looked

at in perspective. After the strong rise in real GDP by industry

in January (+0.6%), a month ago most analysts expected the
pendulum to swing back in February with a slight drop in
production. But in fact the economic indicators published since
then have been much more positive than we initially thought,
and most economists upgraded their forecasts for the real GDP
growth by industry for February. The mere fact of not losing part
of the January gains is excellent news.

Under the circumstances, the carryover for the first quarter

of 2017 (assuming zero growth in March) is very high, slightly
over 4%. We will therefore need to revise our economic scenario
upwards, since it was based on a gain of around 3.5% for the
first quarter. If we assume a 0.1% gain of real GDP by industry
for March, the first quarter could show overall growth close to
4.4%.

IMPLICATIONS

Even though economic growth is more robust than forecast

for the first quarter, we should not expect the Bank of Canada
to rush to raise its key rates. Not only has inflation remained
relatively weak, but there is much uncertainty about the growth
outlook for the coming quarters, mainly due to the surge in
U.S. protectionism.
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GRAPH 1
Financial and real estate services and construction offset the
decline in manufacturing

Contributions to the monthly change in real GDP by industry — February 2017
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GRAPH 2
Growth will likely be very high for the first quarter of 2017

Real GDP by industry
In 2007 $B

1,705 4 ==Quarterly averages

1,695 4 -
1,685 4
1,675 4
1,665 - —
1,655 4

1,645

JAN. APR. JUL. OCT. JAN. APR. JUL. OCT. J
2015 2016 2

Sources: Statistics Canada and Desjardins, Economic Studies

Benoit P. Durocher, Senior Economist

Francois Dupuis, Vice-President and Chief Economist

Héléne Bégin, Senior Economist e Benoit P. Durocher, Senior Economist e Francis Généreux, Senior Economist
Desjardins, Economic Studies: 514-281-2336 or 1 866-866-7000, ext. 5552336 ¢ desjardins.economics@desjardins.com e desjardins.com/economics

NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.

IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the

official position of Desjardins Group. Copyright © 2017, Desjardins Group. All rights reserved.


http://desjardins.com/economics

