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ECONOMIC NEWS

Canada: Real GDP Grows Faster than Anticipated
HIGHLIGHTS
f Real GDP rose 2.3% between the third and fourth quarter
of 2020 to post a 9.6% quarterly annualized gain.
f Domestic demand rose 3.5% (quarterly annualized) thanks to
the increase in residential investment (+18.4%), non-residential
investment (+4.2%) and public administration expenditures
(+6.1%). In contrast, household spending fell slightly (-0.4%).
f Exports of goods and services grew 5.0%. Imports saw
a larger increase of 10.8%. The trade balance therefore
deteriorated significantly over the quarter, which hindered
growth in real GDP.
f The change in inventories went from -$36.8B in 2012 dollars
to +$1.7B in 2012 dollars, resulting in a contribution of +7.2%
to the quarterly annualized variation in real GDP.

GRAPH 1
Inventory changes contributed significantly to the rise in real
GDP in the fourth quarter of 2020
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GRAPH 2
Increase in real GDP seems to have continued into early 2021
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The Canadian economy clearly demonstrated significant resilience
during the second wave of COVID‑19. On the one hand, real GDP
growth beat expectations for the fourth quarter of 2020. On
the other hand, the preliminary data released this morning by
Statistics Canada indicate that real GDP by industry may have
risen by approximately 0.5% in January. This kind of growth was
completely unexpected, since the restrictive measures introduced
to combat the second wave were at their peak in January. In fact,
our latest scenario forecast a drop of a just over 1% in January.
That said, the anticipated rebound in economic activity after the
public health measures are gradually lifted starting in February
will be lower as a result.
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consider gradually reducing its quantitative asset purchases in a
few months.

IMPLICATIONS
In addition to the Canadian economy’s resilience, the latest news
about the vaccination rollout is encouraging. This suggests that
the Canadian economy will continue to recover in the coming
quarters. Under these circumstances, the Bank of Canada could
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