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February 12, 2014

The DLI is pointing up: a good omen for Quebec’s economy 

The positive trend in the Desjardins Leading Index (DLI) bodes well for future developments in Quebec’s economy 
(graph 1). Despite some weakness shown by a few indicators, the DLI continues to rise thanks to other stronger statistics. 
The DLI’s 0.6% gain in December stems from the “consumers” and “business” components, while the “housing” com-
ponent continued to be negative. Despite the DLI’s recent trajectory, doubts persist on the ability of the Quebec economy 
to post a quicker pace this year. International trade must bounce back and business investment must keep its momentum. 
Consumer spending will have to step up to the plate, as the residential sector will be unable to fuel economic growth in 
2014.   
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Graph 1 – Advances in the Desjardins Leading Index (DLI) 
are encouraging 

Sources: Institut de la statistique du Québec and Desjardins, Economic Studies 
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Sources: Fédération des chambres immobilières du Québec via Centris and Desjardins, Economic Studies 
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Graph 2 – Existing home sales and prices are stabilizing 

HouSInG
Housing starts were weak in January. The annualized level 
of 32,300 units was sharply below that of the previous month 
(39,500), but reasonably comparable to the level reached a 
year earlier. Our forecast that new construction would be 
fairly stable this year compared to 2013 still stands. 

For several months now, existing home sales have been hol-
ding steady after dropping the previous year. Prices have 
also been cresting (graph 2), putting an end to the lively 
ascent since the early 2000s. Condo prices are being nud-
ged down across the province because of the surplus inven-
tory, while single-family home prices continue to rise. With 
cooler housing demand and abundant supply, no rebound is 
forecast this year for the new and existing housing market.

ConSuMeRS
The DLI’s “consumers” component firmed up, thanks to 
better durable goods sales at the end of 2013. Automobile 
purchases saw a slight recovery, but continue to be lower 
than they were before the 2008–2009 recession (graph 3 
on page 2). This recovered territory could herald stron-
ger consumer spending. In fact, sales of expensive goods, 
which are more cyclical, are generally a fairly good pre-
cursor of the trend in consumer spending. But it is far from 
certain that this will be the case this time.
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Graph 4 – Full-time employment is flagging 

Sources: Statistics Canada and Desjardins, Economic Studies 

Sources: Datastream and Desjardins, Economic Studies 

Graph 5 – The Canadian dollar has depreciated recently Graph 5 – The Canadian dollar has depreciated recently 
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Graph 3 – Automobile sales are climbing up slightly 

Sources: Statistics Canada and Desjardins, Economic Studies 

The context remains rather fragile for households, as their 
confidence is still at a level sharply below the historic ave-
rage. Concerns about personal debt levels and the provin-
ce’s public finances probably add to ongoing feelings of dis-
quiet. The Quebec government did not achieve a balanced 
budget as forecasted for 2013–2014 despite extensive efforts 
made by the population on the tax front.  

While the 12,700 new jobs in January gave the appearance 
of the year starting off on the right foot, we were left with 
a bitter taste from where they were added. The gains were 
once again concentrated in part-time jobs (graph 4), while 
the number of full-time workers decreased. In the last three 
months, 55,300 part-time jobs were added at the cost of 
43,500 full-time jobs lost. The labour market seems to have 
a shaky foundation despite the unemployment rate dropping 
to 7.5% in January.  

BuSIneSS
The “business” component continued to climb in December 
2013, stimulated again by the performance of the IQ-30 
stock market indicator. Even though the Canadian leading 
indicator is rather stable, growth in the U.S. leading indica-
tor is encouraging. The downturn in international exports 
recorded in October and November 2013 in Quebec should 
therefore give way to some firming-up. Faster economic 
growth in the United States and a weaker loonie (graph 5) 
will be favourable for international trade in 2014. 

In this context, business confidence should gradually 
improve. Based on the Business Barometer Index of the 
Canadian Federation of Independent Business®, confidence 
has risen in January 2014 in Quebec. Despite this upswing, 
Quebec business confidence continues to be the lowest in 
the country, somewhat reminiscent of the persistent fears 
regarding economic growth in the coming months. Yet, non-
residential investments increased again in the last quarter of 
2013 (+3.6%) over the previous quarter, an encouraging sign 
for the Quebec economy.


