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Data Release: Canada takes a breather in February

Economic growth was reported flat in February (0.0%), as gains in the service-producing industries were
unable to offset slippage among goods-producers.

Output in service-producing industries rose 0.2%, led higher by finance and insurance (+0.7%), real
estate (+0.5%), and professional services (+0.5%). Offsetting these gains were declines in wholesale
trade (-0.4%) and arts and entertainment (-0.5%).

With 4 of 5 major categories declining, goods output fell 0.3% in February. The biggest contributor was
manufacturing (-0.6%), although it should be noted that this comes after three months of solid gains. The
sole gainer on the month — construction activity — recorded its fourth straight monthly gain on relatively
broad-based strength, with the sector as a whole up 0.5% on the month.

Key Implications

After the exciting growth figures of recent months, it was perhaps inevitable that the Canadian economy
would take a slight breather. While the February figures disappointed expectations somewhat, they were
not sufficient to break the recent upward trend — Canada technically managed to eke out the smallest of
gains, albeit at the second decimal place.

Indeed, today's report was in line with our tracking. The momentum heading into the year remains
consistent with a solid economic expansion of around 3.4% (Q/Q, annualized) for the first quarter as
whole.

For the Bank of Canada, the start to the year may disappoint their expectations somewhat, but today's
GDP report is still consistent with remaining economic slack being absorbed sooner than previously
expected. As discussed in yesterday's Dollars and Sense, despite improved momentum, caution will
remain the near-term watchword for the Bank of Canada — particularly in light of recent weak inflation
figures. That said, healthy economic growth through 2017, and an expected broadening of growth drivers
will set the stage for the start of a gradual tightening cycle early next year.

Brian DePratto, Senior Economist
416-944-5069

W @TD_Economics

DISCLAIMER

This report is provided by TD Economics. It is for informational and educational purposes only as of the date of writing, and may not be appropriate for
other purposes. The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This
material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and
should not be considered specific legal, investment or tax advice. The report does not provide material information about the business and affairs of TD
Bank Group and the members of TD Economics are not spokespersons for TD Bank Group with respect to its business and affairs. The information
contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or complete. This report contains
economic analysis and views, including about future economic and financial markets performance. These are based on certain assumptions and other
factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially different. The Toronto-Dominion Bank and its
affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or views contained
in this report, or for any loss or damage suffered.


https://www.td.com/document/PDF/economics/finances/DollarsAndSense_Apr2017.pdf
http://twitter.com/TD_Economics

