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Data Release: Oil Leads the Way, but Solid Details Underpin Healthy July GDP Growth 

 The Canadian economy grew 0.5% in July as the post-wildfire recovery in oil and gas output 
helped boost growth. This comes after a 0.6% expansion in June, with the two months delivering 
the best back-to-back growth performance since June and July of 2011.   

 Oil and gas extraction again led the way, rising 8.1% month-on-month. Post-wildfire impacts were 
also evident in manufacturing (+0.4%), which benefited from another strong performance in the 
petroleum and coal product subsector, up 8.0% in July. Overall, the goods-producing side of the 
economy rose 1.0%, with only construction contracting in July (-0.8%). 

 Growth in the service side of the economy was also healthy, rising 0.3% in July. Nearly all 
subsectors expanded, and healthy gains were seen in accommodation and food services (+1.4%), 
transportation (+1.1%), and finance and insurance (+0.9%). Of the 15 major subsectors, only 
public administration (-0.6%, largely the result of the completion of the census in the prior month) 
and other services (-0.2%) failed to rise on the month.  

Key Implications 

 Much like June, July saw a continued recovery of economic activity following the wildfire-led 
disruptions in May. The story is more positive than just the recovery however, with a welcome 
broad-based expansion of economic activity in the month. Today's report points to healthy (if 
somewhat artificially boosted) economic momentum for the third quarter. We are currently 
tracking economic growth of roughly 3.0% for the quarter.  

 The expected bounce-back in third quarter growth is largely a one-off story, helped along by both 
the post-wildfire recovery in oil and gas production and related activities. While the underlying 
details of today's report were encouraging, they are not consistent with a sustained 3% growth 
pace. As outlined in our latest Quarterly Economic Forecast, a more modest pace of growth is 
forecast moving forward, in line with an economy that has made limited progress to date in 
shifting its growth drivers. 

 From the Bank of Canada's perspective, July's healthy growth figures are not likely to move the 
needle. The Bank remains focused on the rotation of economic growth, which largely stalled in 
the first half of the year. The Bank is thus likely to focus more on the evolution of trade (August 
data are due October 5

th
), and to maintain the somewhat dovish bias that has emerged in their 

recent communication in an effort to talk down longer-term rates.  

 Indeed, recent communication from the BOC has emphasized the lower level of the 'neutral rate', 
implying that, at 0.50%, the current level of the policy rate is not providing as much stimulus as it 
did in the past. As a result, it must be held at a low level for even longer, providing more 
confidence to our view that the Bank of Canada is not likely to move interest rates until early 2019. 
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