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The Desjardins Leading Index (DLI) is a composite index that allows 
market players to monitor shifts in Quebec’s economy that may indicate 

an imminent recession or recovery in the next three to six months.

The “Great Lockdown” was quick to take a toll on the economic 
figures of many countries around the world, including Canada. 
The release of certain statistics has been temporarily suspended, 
which has prevented us from updating the DLI for some time. 
Moreover, this time, we are facing a public health crisis rather 
than an economic one. The shock was sudden and extensive 
around the globe. As a result, the leading indicators in Europe, 
the United States and Canada were unable to play their usual 
role, which is to provide warning signs of a downturn in 
economic activity a few months in advance. The DLI, which 
applies specifically to Quebec, did not escape this unprecedented 
meltdown. The leading index for the province’s economy, which 
had already lost some steam before the COVID 19 crisis, posted 
a drop as early March (graph 1). This should intensify in April, as 
certain economic indicators released to date appear to be even 
worse.

Housing
The DLI’s housing component was affected by the mandatory 
shutdown of construction sites as of March 25. Housing starts 
fell to 45,200 units in March from 50,500 units the previous 
month. Quebec’s figures could not be compiled in April, but 

the recovery of the residential construction sector since April 20 
should allow us to put together a picture for May. 

The lockdown also paralyzed existing property sales as of 
March. The number of transactions plunged and promises to 
be even lower in April. Nevertheless, some sales may have been 
completed virtually pending a return to normal conditions. Those 
conditions were reinstated on May 11, and in-person property 
tours are now allowed. The resale market will pick up a bit, but 
there are likely to be fewer buyers given the labour market’s 
woes. 

Against this backdrop, a slight drop in fixed mortgage interest 
rates and a decrease of 150 basis points in variable rates, which 
followed three consecutive key rate cuts by the Bank of Canada, 
have not yet stimulated the housing market. Keeping mortgage 
rates low will, however, be beneficial for the recovery. The 
degree of consumer confidence will be the determining factor in 
the coming months. 

Consumption 
The consumer component was affected by the extreme cooling 
of consumer confidence, which began in March and intensified 
in April (graph 2). Although some businesses began to reopen 

The DLI Tumbled in March
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GRAPH 1
The DLI tumbled in March: A historic drop is anticipated in April’s
results

Source: Desjardins, Economic Studies
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GRAPH 2
Quebecers' confidence took a nosedive in March and April  

Sources: Conference Board of Canada and Desjardins, Economic Studies
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GRAPH 4
SME confidence in Quebec took a major hit in March but ticked 
back up in April

Sources: Canadian Federation of Independent Business and Desjardins, Economic Studies
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GRAPH 3
The unemployment rate temporarily at an all-time high

on May 4 outside Greater Montreal, sales by retailers deemed 
less essential than grocery stores and pharmacies could 
take some time to recover. According to Statistics Canada, 
820,500 Quebecers lost their jobs in the space of two months. 
The unemployment rate jumped to 8.1% in March, and 
then to 17.0% in April, a far cry from its low of 4.5% in 
February (graph 3). Employment insurance claims, as well as 
Canada Emergency Response Benefit (CERB) claims, have 
skyrocketed, revealing the precarious financial situations of many 
households. The unemployment rate should gradually go down, 
but will not return to its pre-crisis level, as many sectors of the 
economy outside Greater Montreal reopen. In this climate, we 
do not anticipate consumer spending to return to normal in the 
short term.

Businesses 
The business component of the DLI was shaken up the most 
in March. The U.S. leading indicator fell, as did the IQ-30 stock 
index, which reflected the slide in share prices for the top 30 
companies headquartered in Quebec. However, the dizzying 
drop in SME confidence drew the most attention (graph 4). It 
ticked back up in April, likely due to the various aid measures 
announced by the Canadian and Quebec governments, as well as 
easing measures implemented by Canadian financial institutions. 

The Canada Emergency Wage Subsidy also gave a significant 
boost to businesses. The recent announcement that it would be 
extended beyond June 6 is also critical.

IMPLICATIONS

The DLI’s drop, which began in March and is expected to 
worsen in April, clearly illustrates the severe toll the pandemic 
is taking on Quebec’s economy, as it is elsewhere in the world. 
Although the leading indicators were unable to anticipate the 
sudden shock due to measures aimed at slowing the spread 
of COVID-19, they should enable us to gauge the speed of the 
recovery, which will be more gradual. In these circumstances, 
the DLI will be particularly useful in the coming months, as it is 
usually well ahead of Quebec’s various business cycles.
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