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TheDLlacceleratesinNovember

The Desjardins Leading Index (DLI) firmed up in November, rising 0.4% (graph 1). The index’s uptrend is a positive
signal for Quebec’s real GDP growth in the coming months. In 2015, the weak loonie, which will help kickstart exports,
particularly to the United States with its much better economic situation, and low oil prices will offset some of the
weakness in domestic demand. Quebec’s real GDP should advance 1.7% in 2015 after increasing about 1.5% in 2014.
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HOUSING

The "Housing" component's change remained negative in
November. Transactions in the resale market fell from the
previous month, while new construction was up, boosted
by starts on seniors' residences in Montreal. However, hou-
sing starts were down for the year, due to a 17.5% drop in
December. For 2014 as a whole, the report from the Canada
Mortgage and Housing Corporation (CMHC) indicates that
38,810 units were started, up 2.8% from 2013.

Desjardins Leading Index

In Quebec, the vacancy rate for rental units reached 3.7%
in October 2014, from 3.1% in October 2013. The increase
is due to, on one hand, a drop in demand, likely tied to a
weaker job market, and a pullback by net migration and, on
the other, a supply boosted by a rise in new construction and
an injection of condo units being rented out. Vacancy rates
rose in all six Quebec CMAs, and all of them were above
the 3% equilibrium rate (graph 3).

Graph 3 - In all Quebec CMAs, vacancy rates
are now above equilibrium
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BUSINESS

The "Business" component advanced further in November.
The recent acceleration by U.S. real GDP is still having a
positive impact on growth by Quebec's international ex-
ports. The volume of merchandise shipped abroad even
oustripped where it was before the 2008—2009 recession.
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The loonie's slide also helped the surge. Note that exports
to other countries were also up (graph 4). These factors
are also helping create an environment conducive to an
upswing by business investment in 2015. Business leader
confidence should also firm up. According to the Canadian
Federation of Independent Business, small and mid-size
business confidence waned in December, but three-month
hiring plans swung up, an encouraging signal.

Graph 4 — Exports to the United States
and the rest of the world are on the rise
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However, the retreat by oil prices put downside pressure on
the Canadian stock market's performance, with the S&P/
TSX's energy sector plunging 30% since last summer. The
year overall was positive, nonetheless, with the index up
7.4%. The S&P 500's growth also vacillated in the last quar-
ter; however, for 2014, the U.S. stock market still posted a
12.1% rise over 2013. Quebec's 1Q-30 stock index, for its
part, maintained its advance over the last few months and
posted a relatively strong 22.7% annual increase for 2014.
This augurs well for future growth by Quebec business
investment.
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