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Scotiabank Nowcast: Weaker December CONTACTS
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This note is part of a series that will be published after important data releases, Scotiabank Economics
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documenting mechanical updates of the nowcast for Canadian GDP coming from P @

the Scotiabank nowcasting model. The evolution of this nowcast will inform
Scotiabank Economics’ official macroeconomic outlook.

The model is described in a related note here.

e Canadian manufacturing sales declined in December (-0.4% m/m in real Chart 1: Manufacturing shipments, Canada
terms), the second consecutive monthly decline. While we would have

expected some of the temporary factors constraining growth in %45 Tbilion 20125
November to reverse and provide a boost to growth, an outsized fall in 54.0
real shipments of transportation equipment (-6.7% m/m) led the overall 535 |
shipments lower. 530 |
e This was despite a sharp rise in primary metal manufacturing (+8.9% m/m 525 1
in real terms) which bounced back from the weakness seen in November. 52.0
e As aresult, the nowcast edged down to 0.12% Q/Q SAAR, consistent ZZ I e Jan 2istreloase == Feb 18threlease
with the Canadian economy grinding to a halt at the end of 2019 and
roughly consistent with the BoC’s latest estimate of 0.3% growth. 203 PP PPV P OO DDOD DD
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o Together with flat real shipments of nondurable goods, the release Sources: Scotiabank Economics, Haver Analytics,
highlights continued weakness in the manufacturing sector in Canada. Statistics Canada
While one could point to special and possibly temporary factors
disrupting production at the end of 2019—the GM strike south of the Chart 2: The Evolution of the Scotiabank Economics
border, the CN rail strike in November and auto plant shutdowns for Q4-2019 Nowcast
maintenance—the succession of these negative shocks is starting to
resemble a trend.
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e There is not much reason for optimism in the short term due to the 1.80 = = = BankofCanada, Lalest MPR
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continuing CN rail network disruption and the coronavirus impacts on 140
the supply chains, travel and business confidence. In addition, despite 152
declining in December, the level of inventories remains at a record high, 0.80
adding another negative factor looming over growth prospects in the gjg
sector. 0.20
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Table 1: Canadian GDP Nowcast, Q4-2019 -0.40
N°I;"a’:t’:"’t Gm?é'r?;:’h ” GDP by industry, %m/m
' Oct™  Nov?a Dec
Previous nowcast 05-Feb-20 +0.16 -0.11 0.07 0.14
Revisions and other data 0.00
Manufacturing sales, Canada -0.04
Manufacturing inventories, Canada -0.00
Current Nowcast 18-Feb-20 +0.12 -0.11 0.07 0.10
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability
whatsoever for any direct or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading
Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics
and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other
transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or
be in the process of acquiring or disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabank Inc.;
Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited;
Scotiabank Invert S.A., Institution de Banca Multiple, Scotia Invert Casa de Bolas S.A. de C.V., Scotia Invert Derives S.A. de C.V. — all
members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with
limited liability and is authorized and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is
authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation
Authority are available from us on request. Scotiabank Europe plc is authorized by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Invert, S.A., Scotia Invert Casa de Bolas, S.A. de C.V., and Scotia Derives, S.A. de C.V., are each authorized and regulated by the
Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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