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Data Release: Manufacturers see a mixed month

e Canadian manufacturing sales fell modestly in February, down 0.2% month-on-month in February, ahead
of market expectations for a 0.7% decline. In volume terms it was a better story, with sales up 0.1%.

e Sales were down in 10 of 21 major industries, with the most significant declines seen in the petroleum
and coal product and wood product industries (-5.0% and -3.3% respectively). Declines in motor vehicle (-
5.3%) and parts (-3.3%) manufacturing were offset by gains in the typically noisy aerospace and railroad
sectors, leaving broad transportation equipment sales effectively flat on the month. On the plus side of the
ledger, the machinery, fabricated and primary metal products and mineral products all reported solid
gains, up 2.9% as a group.

e Looking across the country, the sales declines were fairly widespread. Sales in the Atlantic provinces
were down 3.1%, while B.C. (-1.7%), Manitoba (-1.4%), and Ontario (-1.1%) also saw declines. The bright
spots were Quebec (+2.1%) and Alberta (+1.4%).

e Inventories were, up 1.6% to $71.9 billion in February, tipping the inventory-to-sales ratio up to 1.34
(January: 1.32). Forward-looking indicators remained solid — with unfilled orders (+0.7%) and new orders
(+0.8%) both up, for a second and third straight month respectively.

Key Implications

e Today's sales report may not be a barn-burner, but neither is it cause for concern. Sales volumes
managed to eke out a fourth consecutive monthly gain, and firms continue to see decent strength in their
order books. If anything, it is promising to see sales volumes holding at current levels given the strong
gains seen at the end of last year.

e Indeed, the sales figures do little to alter the near-term growth outlook one way or the other. We continue
to track solid first quarter GDP growth of around 3.4% quarter-on-quarter, annualized.

e Looking further ahead, gains in order books are encouraging, but there remains a cloud on the horizon in
the form of potential trade barriers south of the border. Whether and how these risks materialize will have
an impact on the Canadian economy more broadly; as reinforced yesterday, the Bank of Canada is taking
a cautious approach to the outlook, and the persistence (or lack thereof) of economic growth and price
pressures will be key to moving their policy interest rate sooner rather than later.

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


http://twitter.com/TD_Economics

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.



