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The drop in sales of durable goods impedes retail trade

-
Retail sales pull back in August
¢ Sales by Canadian retailers fell 0.3% in August.
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e As perthe preliminary data, new car sales fell 1.2%. However, 25 25
used car sales rose 2.1%, meaning that total motor vehicle . ET‘"T'& T
sales made almost no contribution. Retail trade is thus down ' Fxeluding automobiles 1 2
0.3% once motor vehicle sales are excluded. 15 L 15

e Sales of most other durable goods are also down. 10 1.0

¢ Gas station sales fell 3.7%. Note that the gas component of 05 Los
consumer prices fell 6.6% that month.

0.0 0.0

« Inreal terms, total retail sales pulled back 0.3%. Overall, the
effect of price growth was negligible. 05
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The sharp deterioration in Canadian consumer confidence
that occurred as a result of the increase in gas prices earlier

: A F - Retail sales of durable goods are influenced by the deterioration
this year and then the uncertainties associated with the

current financial crisis is increasingly affecting developments Ann. var. in % Difference over one year
in the durable goods trade. Moreover, real wage growth is no 14 15
longer as beneficial due to the big spike the annual inflation 12 - | 10
rate has recorded over the last few months. We can therefore 10 1 s
expect retail trade’s evolution to be more erratic until 8 15 o
early 2009. This will translate into a slowdown by domestic 61 s
demand, resulting in a weaker economic outlook for the next 4 e
few quarters. 2 [
0 41 F-20
Implications: August’s dip in retail sales, combined with 21 L e eates of dorabie sanis (et [
disappointing performance by many other economic s s oo oos =
indicators that month, is painting a fairly grim picture of
Canada’s economy. According to our estimates, real GDP by
industry could fall by about 0.4% in August. The pullback
should therefore wipe out some of the gains made in July,
when an astounding 0.7% rise was recorded. Our forecast for
the whole of Q3 was revised to an annualized 1.0% recently,
growth that is well below potential. The Bank of Canada
should thus continue with monetary easing in the months to
come.
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Note To reapers: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.
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