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Chart 1 

Canadian GDP Counsels Against Upsizing Cuts Again 

• Canada is posting slow GDP growth… 

• ...but the details are much better and led by the consumer… 

• ...while upward GDP revisions point to less slack 

• If the BoC cuts in December, it should go small and sound less dovish… 

• ...until it can take fuller consideration of developments in the January MPR 

 

Canadian Q3 GDP, q/q SAAR: 

Actual: 1.0 

Scotia: 0.8 

Consensus: 1.1 

Prior: 2.2 (revised from 2.1) 

 

Canadian GDP m/m September, SA: 

Actual: 0.1 

Scotia: 0.1 

Consensus: 0.3 

Prior: 0.0 

Canadian GDP m/m October ‘flash’, SA: 0.1 

 

This is a textbook case of how sometimes GDP just isn’t the bee’s knees. Sometimes the 

more important stuff lies under the hood. Upon lifting said hood, I see strength. Lots of it. 

Less slack than previously understood too. So much so that the BoC is unlikely to upsize 

again in December and the front-end of the Canadian bond market is too rich alongside 

overly aggressive market pricing for the December meeting.  

While I think he’ll cut 25bps, if I were Governor, I would give serious consideration to 

providing less dovish guidance in December after 125bps of cuts to date. I’d take a 

breather at least on the bias and come back with new information and full forecasts at the 

end of January. They’ll have more data by then, they’ll be able to revise forecasts based 

upon all the information we obtained today and previously, plus more evidence that 

government stimulus measures have been passed with probably more to come in an 

election year—and it will be 9 days after Trump takes power and when he threatens to 

raise tariffs which might draw out retaliatory measures along with concomitant inflation. 

GDP components like consumption and final domestic demand are strong. Recall there is 

warm tracking of core inflation with trend persistence (here) and with massive income 

gains being hoarded at first alongside evidence of pent-up demand and savings. 

I don't think the BoC will see these numbers the same way markets are trading on the 

headline numbers this morning. Nothing here screams out that the BoC should be 

contemplating a 50bps move in December. 

Skimming the Surface 

On the surface, things don’t look great. The economy grew only 1% q/q SAAR in Q3 which 

was a tick beneath consensus, and a couple of ticks up from Scotiabank Economics’ 

estimate (chart 1). More importantly, it was a half point lower than the BoC’s forecast in 

the October MPR that they had revised down from 2.8% in the prior July MPR’s forecast. 

Monthly GDP figures also look soft. September GDP was up 0.1% m/m, matching my 

estimate and two-tenths beneath Statcan’s initial ‘flash’ guidance from a month ago and 

below consensus by the same magnitude. Chart 2 shows the breakdown by sector, and 
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chart 3 shows the weighted contributions to GDP growth by 

sector. 

The October GDP ‘flash’ estimate from Statcan is 0.1% m/m. 

That’s weaker than I’m tracking given higher frequency activity 

readings not least of which includes the 0.3% gain in hours 

worked. I think there is upside to their ‘flash’ but this will be 

further informed by more data. Statcan offers no numerical 

details to its preliminary estimate of 0.1%, and only general 

guidance: "Increases in real estate and rental and leasing, 

transportation and warehousing and retail trade were partially 

offset by decreases in construction and mining, quarrying, and 

oil and gas extraction" 

Using the monthly production-side GDP accounts reveals Q4 

GDP tracking of 0.6% q/q SAAR. This is based upon the Q3 

average and the October GDP flash while assuming no change in November and December in order to 

focus the math upon what we know so far. ‘Nowcasts’ that take in more information are slightly weaker 

than this, but in all cases we have very little data to go by so far and so treat any Q4 estimate as a shot 

in the dark. 

Bullish Details 

Here are the reasons why I think the economy was much stronger in Q3 than GDP suggested and they 

will reference chart 4 that shows the decomposition. 

• Let’s start with revisions. We previously had Statcan’s annual GDP revisions covering 2021–23. Now we 

have quarterly revisions and can track them up to 2024Q2. By the end of 2024Q2, the economy was 

1.45% bigger than previously estimated. For a C$2.42 trillion economy this is a massive upward revision. 

• We need to fiddle more with the components and their implications for potential GDP, but as 

previously guided, the revisions likely give us less slack than previously estimated to the tune of 

around -0.6% for the output gap instead of -1%. It's more about direction imo, than faking 

precision with output gaps. Less slack than previously 

estimated because actual GDP was probably revised up 

more than any offsetting potential GDP revisions means less 

disinflationary pressure. That alone would suggest that the 

BoC should be less dovish before even looking at the Q3 

and October GDP figures. 

• Next, inventories knocked a large, weighted 1.3 percentage 

points off of GDP growth in Q3 (chart 5). The inventory drag 

did nothing to the inventory overhang on an inventory-to-

sales basis as it is still quite high (chart 6). That continues 

the same debate. Are inventories too high because 

companies are mismanaging their inventories again? Or are 

they too light or just right given how the pandemic and 

geopolitical matters changed supply chain management 

toward holding higher inventories and now Trump is about to slam supply chains again. I would think there may be an ordering frenzy 

to get in ahead of tariffs which may lift the I:S ratio higher in the short-term and add to Q4 and monthly GDP growth. Any firm wishing 

to keep its customers next Spring would probably wish to have pre-tariff product on hand to sell. 

• Why did inventories drag on GDP? Partly because the consumer did very well last quarter. Consumption added 1.8 percentage points 

to GDP growth in Q3 on a weighted contribution to growth basis. Inflation adjusted consumer spending was up 3.5% q/q SAAR in Q3 

Chart 5 

Chart 4  
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(chart 7). This follows a mild 0.9% rise in Q2 that itself followed a 3.1% gain in Q1. That’s a 

strong picture in my opinion. So much for the weak, terrible, worse than ever, can't possibly 

ever spend because of mortgage resets Canadian consumer! The consumption contribution 

to Q3 growth blew away the BoC's expectations. They had just under a 1% consumer 

contribution to Q3 GDP in the October MPR and at 1.84 we're quite a lot higher.  

• The usual folks will complain that per capita consumption grew less impressively, but the 

usual counters should be applied. First, don’t use total population, and remove at least the 

temporary immigration category made up of folks with naturally far lower spending 

propensities and far likelier to be a transitory population headed lower into 2025. Second, 

give the surge of permanent residents time to spend after arriving in a new country, getting a 

job, maybe trading up, maybe starting a new business, renting, maybe buying a home, and 

buying all sorts of stuff to go in said home. That doesn’t happen overnight. I have a strong 

feeling that the folks who have been harping away at this issue will see the per capita numbers 

go right back up in future. 

• Oh but wait, consumers are only spending on a few items, right? Oh shush with the excuses. 

Real services spending was up 2.9% q/q SAAR in Q3. Durables were led by autos that were up 

11.8% q/q SAAR. Some retail segments are doing poorer than others, but don’t take your 

guidance on the consumer just from the ones that are not doing as well. 

• What’s more is that there is a lot left to spend in the pipeline. Canada's household saving rate 

is still high at 7.1% (chart 8). All measures of cumulative excess saving remain very high in 

Canada. 

• Alongside a high saving rate are strong income gains. Statcan noted that compensation of 

employees was up by 1.7% q/q SA, or 7.1% at an annualized q/q rate. Compensation has been 

tracking this kind of growth in every quarter of this year. Leading sectors in terms of Q3 

compensation gains were finance, real estate, company management, and educational 

services after collective bargaining agreements in Ontario and Quebec along with retroactive 

payments. 

• All that income surge in Q3 paired with GST/HST cuts and mortgage stimulus and then 

cheques is going to be spent in a significant lagging way. In prior notes throughout this year, I 

have argued that there is significant pent-up demand for housing and consumption, the 

lagging effects of immigration, and high pent-up household savings to fund gains in consumer 

spending and demand for housing and expect this to build in 2025. 

• And so I’ll say it again: stop being so negative toward the Canadian consumer!!  

• Gross exports knocked 0.3 ppts off growth, while imports added 0.1 ppts for a net 

contribution to GDP growth from trade of -0.2 ppts.  

• Investment knocked 1.05 ppts off of GDP growth. All of that weakness came through lower 

investment in machinery and equipment that knocked 1.06 ppts off Q3 GDP growth. You 

can’t get a productivity turnaround if businesses don’t invest…. 

• Housing added 0.2 ppts to GDP growth in Q3.  

• Total government spending added 1% q/q SAAR to Q3 growth while gov't investment added 

another 0.25% 

• Final domestic demand was up 2.4% q/q SAAR in Q3 (chart 9). This measure adds consumption plus investment plus government 

spending and therefore focuses more closely upon the domestic economy and after removes the effects of inventory swings. It can be a 

better guide to what’s going on in the domestic economy and it has been up by 2.3–2.4% q/q SAAR in every quarter so far this year. 

Chart 9  

Chart 8 

Chart 7   



November 29, 2024 

SCOTIA FLASH 

4 Global Economics  

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 Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institución de Banca Múltiple, Grupo 

Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados 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 authorised 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 Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, 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. 


