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Data Release: Canadian retail sales miss the mark in June, falling 0.1% 

 Canadian retail sales fell 0.1% (m/m) in June, following a downwardly revised flat reading last 
month. Today's headline missed the mark completely, coming in significantly below the 
consensus view for a robust gain of 0.5%. In volume terms it was an even weaker story, as sales 
fell 0.3% once stripping away price effects.    

 The details of the report were broadly disappointing as sales fell in 7 of the 11 subsectors, 
representing 54% of retail trade. The headline was driven down by weaker sales at food and 
beverage (-1.5%), building material and garden equipment (-1.9%) – the third decline in four 
months, and clothing and clothing accessories (-1.7%) stores.   

 Stronger sales at gasoline stations (+1.8%), electronics and appliance stores (+0.8%), and a 
healthy rebound at motor vehicles and parts dealers (+2%) after three consecutive monthly 
declines, were not enough to sway the pendulum in favour of a positive print.  

 When excluding sales at auto dealers and gasoline stations (two volatile categories), core sales 
were down an even weaker -1.2% on the month.  

 Sales performance was evenly split on a regional basis. The biggest declines were recorded in 
Nova Scotia and Quebec – both down -0.8% – and Alberta (-0.4%). Meanwhile, sales in 
Canada's biggest province – Ontario – saw no growth from the month prior. On the other hand, 
large rebounds were recorded in Saskatchewan (+2.1%) and New Brunswick (+1.8%). 

Key Implications 

 Canadian consumers failed to rekindle their love of shopping in June, as demonstrated by 
sluggish sales across most categories. Adding to the disappointment is the fact that the decline 
was even loftier in volume terms. When stripping away price effects, sales have declined in three 
of the past four months.  

 As such, second quarter retail sales volumes retreated 2.3% on an annualized basis, suggesting 
goods spending likely contracted in the quarter. Today's numbers leave our current tracking for 
real GDP growth at -1.5% (annualized) with some downside potential – further solidifying the view 
that the Canadian economy shrank during the second quarter.   

 We expect consumer spending (and growth) to rebound in the third quarter, bolstered by 
reconstruction activity in the aftermath of the Alberta wildfires and the additional household 
transfers provided by the Canada Child Benefit payments that began in late July. Beyond the 
near term, consumer spending should begin to stabilize back at a cruising speed below 2%, with 
the pace of spending held back by high debt levels and moderate employment gains. 

 The regional breakdown is unlikely to change much by year-end, as oil-producing regions 
continue to adjust to the low price environment while labour market developments and the still-
low Canadian dollar and gasoline prices continue to favour sales activity in other regions. That 



said, we will keep a closer eye on B.C. and Greater Vancouver in particular, where a number of 
signs point to a housing market that is headed for a correction. Home sales in Vancouver 
declined for the fifth consecutive month in July, and the imposition of a 15% property transfer tax 
on foreign nationals starting in August will only accentuate this trend. Home prices are likely to 
follow suit – we expect Vancouver home prices to fall roughly 10% from now to the end of 2018 
(see commentary). This will have an impact on sales at building material and furniture stores – 
which have had an excellent run so far, having been supported by strong housing activity – with 
home price led declines in confidence likely to weigh further on spending in the region.  
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