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Data Release: Sales edge higher in April

e Canadian retail sales advanced 0.9% in April, with a slight upward revision to the previous month. This
month's release edged above the consensus view of a 0.8% increase. In volume terms, retail sales were
relatively flat in April, with the increase in values attributed to higher gasoline prices.

o Higher sales at gasoline stations drove the increase in sales, with a 6.0% increase in April marking the
first increase since June 2015. The price for gasoline rose 8.9% on an unadjusted basis according to the
Consumer Price Index. Other sectors also reported meaningful gains, with furniture and home furnishing
store sales up 6.1%, sales of general merchandise up 1.3%, and miscellaneous stores gaining 3.7%.
Other sectors were fairly flat or lost ground, including food and beverage stores (0.1%), clothing and
accessories (-2.7%), and motor vehicle and parts dealers (-0.3%).

e Sales were up in nine of the ten provinces, led by New Brunswick (+3.1%), British Columbia (+2.4%), and
Alberta (+2.0%). Manitoba was the only province to report a decline in April, with sales down 0.9% due to
lower sales at new car dealers.

Key Implications

e On adollar value, today's retail sales report offset the decline in March, though the report helps put our
view of a moderating Canadian consumer in perspective, as sales growth has moderated markedly since
January.

o Despite the broad improvement of provincial profiles in April, the theme of regional divergence remained
in place in Canada's economy. Year-to-date sales in BC, Ontario, Manitoba, PEIl and Quebec remain well
ahead, and are up between 4.7% (QC) and 7.6% (PEI) above previous year levels. Conversely, Alberta,
Saskatchewan and Newfoundland and Labrador were much weaker, falling 1.0% in Alberta while eking
out small gains in the other two provinces.

e The Canadian economy is showing broad signs of its economy slowing from the 2.4% q/q pace in Q1
2016. While a strong handoff from 2015 and sure footing in Q1 help, decelerations in exports, wholesale
trade, and now retail sales suggests a much weaker Q2 is likely. With almost all national data anticipated
to be further hit by the effects of May's wildfires in Northern Alberta, the economy is likely to have
contracted in the second quatrter.
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