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Canada
Real GDP propelled by consumption and inventories
Highlights
•
•

•

•

Real GDP rose by 2.9% (annualized pace) in the fourth
quarter of 2013.
Household consumption made a strong contribution to
this increase, with gains of 3.1%. Consumption by public
administrations and non-profit institutions (NPI) also
advanced.
Gross fixed capital formation declined by 3.4%. Residential
investment (-2.3%), non-residential investment by
businesses (-1.3%) and investment by public administrations
(-10.4%) all declined for the period.
Exports rose by 1.7% while imports edged up 0.9%. The
trade balance therefore improved, shifting from -$39.2B
in 2007 dollars to -$38.3B in 2007 dollars. The gain was
recorded under trade of services, however, since the
balance of trade in goods once again deteriorated.

•

Business inventory accumulation accelerated significantly
during the quarter, which made a fairly strong contribution
to the real GDP, at 1.4%.

•

For 2013 overall, economic growth was 2.0% on average,
compared to 1.7% in 2012.

Comments

The results of the economic accounts were fairly good.
Growth not only flirted with 3% in the fourth quarter, the
data for Q1 and Q2 were also revised upwards. As such, the
real GDP advance was revised from 2.3% to 2.9% for Q1
and from 1.6% to 2.2% for Q2. Growth in the third quarter
remained at 2.7%, meaning that 2013 ended with a 2% gain,
a better-than-expected result.
That said, there are certain reasons why these results are
disappointing. The bulk of growth in the fourth quarter
stemmed from consumption and inventories. This type
of showing from consumption could be difficult to repeat
in the coming quarters since households are increasingly
becoming cautious given their high level of debt. With
regard to inventories, the increase posted in the fourth
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Consumption and inventories made strong
contributions to economic growth in Q4 2013
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quarter is one of the highest since 1981. In such conditions,
inventories are highly likely to make a negative contribution
in quarters down the line.
Many hopes are turning to international trade and nonresidential investment to support growth. Yet the results for
Q4 are disappointing on this front. This is raising concerns
about the capacity of Canada’s economy to sustain the same
pace of growth in 2014. The 0.5% decline in real GDP per
industry last December left a bitter taste. The carry-over
for the first quarter of 2014 is in negative territory. If no
exceptional rebound takes place, there is every reason to
believe that the first quarter of 2014 will end with real GDP
growth of less than 2%.
Implications: The rebalancing of economic growth that
everyone has been hoping for has been slow to materialize,
and concerns are quite high given the weakness of Canada’s
economy in December. Prudence is therefore still in order
and the Bank of Canada will leave its target overnight rate
at 1.00% for several more quarters.
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