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December 16, 2013

DLI rising slowly but surely

The Desjardins Leading Index (DLI) continues to strengthen with little fanfare. October’s 0.6% increase follows rises of 
0.5% in September and 0.4% in August (graph 1). This gradual improvement bodes well for the Quebec economy, after 
challenging times in the spring and summer of 2013. As the year winds down, we note disappointments on many fronts : 
real GDP edged up around 1%, retail sales saw mild improvement, the housing market cooled off and the manufacturing 
sector continued to deteriorate. However, the upswing by real GDP and comeback by employment have recently put the 
Quebec economy back on track. The DLI’s ascent gives hope that economic growth will be somewhat firmer over the 
next six months. 
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Graph 1 – The rise in the Desjardins Leading Index (DLI) 
should favour real GDP 

Sources: Institut de la statistique du Québec and Desjardins, Economic Studies 
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Sources: Datastream, Centre d’Analyse et de Suivi de l’Indice Québec and Desjardins, Economic Studies 

Graph 2 – The IQ-30 stock index is growing faster 
than the Canadian stock market 

Business
The rise in the “business” component over the last three 
months is an encouraging sign for the Quebec economy. 
Since summer, three indicators have held their ground in 
positive territory. The U.S. leading indicator kept growing, 
while the Canadian leading indicator accelerated. The 
IQ-30 continues to shine, outpacing the TSX (graph 2). The 
underperformance of the Toronto index is due to the domi-
nance of commodities, which have been struggling conside-
rably for about two years now. 

Despite strong performance for stock markets of late, and 
recently improved economic conditions in the U.S., busi-
ness confidence is slow to recover. The Business Barometer 
index of the Canadian Federation of Independent Business 
fell to 55.5 in November, one of the lowest levels posted 
since the end of the recession (graph 3 on page 2). This 
seems to indicate that SMEs still harbor some fears about 
future economic growth. Nonetheless, investment inten-
tions appear to be stable, and the value of building per-
mits for businesses (commercial and industrial sectors) has 
grown 1.5% from January to October 2013 compared with 
the same period in 2012. 
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Consumers
The “consumers” component posted a fifth consecutive 
increase in October. Strong performance by new car sales 
in recent months has buoyed consumer spending. From 
January to September, they rose 3.5% over the same period 
in 2012. However, furniture and appliance sales were not 
as robust, falling 1.9% in the first three quarters of 2013 
compared with the same period in 2012. Overall, retail sales 
have increased 1.5% since the start of the year, in keeping 
with employment growth (graph 4). 

After a difficult summer, the labour market began to pick up 
in September. Quebec saw 57,700 new jobs from September 
to November 2013, more than compensating for the 43,800 
jobs lost from June to August. Employment’s  recovery was 
both expected and desirable for the economy to strengthen. 
Under these circumstances, November’s dip in the consu-
mer confidence index should be temporary. The unemploy-
ment rate continued to drop, settling at 7.2% in November, 
the lowest level recorded since January 2013.

Housing
To no one’s surprise, the DLI’s “housing” component is still 
struggling. The residential market cooled off significantly 
in 2013. Housing starts plummeted some 25% and sales of 
existing homes fell almost 10%. Annual growth in home 
prices has dipped below 2% and seems to have stabilized 
over the last few months. It’s too early to hope for a tur-
naround in new construction or the resale market; there 
isn’t enough demand and the housing supply continues to 
adjust, particularly for condos, which are still in surplus. 
Prices have started to fall in this market segment (graph 5), 
a situation that will hamper any recovery in construction 
next year. 

Sources: Statistics Canada and Desjardins, Economic Studies 

Graph 4 – Employment growth will buoy retail sales 
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1 Six-month moving averages. 
Sources: Fédération des chambres immobilières du Québec and Desjardins, Economic Studies 

-10

-5

0

5

10

15

20

2009 2010 2011 2012 2013

% ann. change

-10

-5

0

5

10

15

20
% ann. change

Quebec CMA

Montreal CMA

Province

Graph 5 – Average1 condo prices are beginning 
to drop in Quebec 

Graph 3 – SME confidence is falling 
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Sources: Canadian Federation of Independent Business and Desjardins, Economic Studies 


