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Week in review 

CANADA: The Consumer Price Index rose 0.7% in April, 
overshooting the 0.4% increase expected by consensus (not 
seasonally adjusted). In seasonally adjusted terms, headline 
prices were up 0.6% after climbing 0.3% the prior month. This 
translated into an annual inflation rate of 4.4%, up one tick from 
the month before. Prices increased in 7 of the 8 categories 
surveyed, including transportation (+1.1%), shelter (+0.6%), 
health/personal care (+0.5%), and food (+0.5%). Meanwhile, prices 
decreased in the clothing and footwear category (-0.2%). Annual 
inflation was below the national average in Alberta (+4.3%), 
Ontario (+4.3%), and British Columbia (+4.3%) while it was above 
that mark in Quebec (+4.8%). Core inflation measures were as 
follow: 4.2% for CPI-trim (down two ticks from the prior month) and 
4.2% for CPI-median (down three ticks). As a result, the average 
of the two measures slid from 4.4% to 4.2%.  

Contrary to economists' consensus expectations, annual inflation 
increased in April for the first time since June 2022. To be sure, the 
price of gasoline, which posted its largest increase since October 
2022, was a big reason inflation did not improve in the month. But 
there was more to it than just that. No less than five of the eight 
major components recorded monthly increases of 0.5% or more 
(after seasonal adjustment). Food was part of this group, which 
was disappointing as this component had shown signs of 
moderation the month before. Also, the average annual rate for 
the two core inflation measures favoured by the central bank 
slipped two ticks to 4.2%, but this was due mostly to a base effect, 
seeing how April's figures were not encouraging. In fact, both the 
CPI-median and the CPI-trim rose at a 0.4% pace in April, their 
largest increases since October 2022 and July 2022, respectively. 
As a result, the average three-month annualized change for 
these two measures jumped three ticks to 3.7%.  

 

While April's stats were disappointing, there was some good news 
for the coming months. Gasoline prices have been falling so far in 
May, which should contribute to a large moderation in annual 
inflation, especially as favourable base effects tend to occur in 
May and June. Indeed, the months of high inflation that followed 
the start of the war in Ukraine will continue to be removed from 
the calculations, and the negative base effect will disappear 
from the year-over-year rate of change. While this week’s 
numbers will likely put the central bank on alert, it does not mean 
that interest rate hikes should resume right away. According to 
our current inflation forecast, real interest rates will be above 1.0% 
in June. This will put them at their most restrictive in 15 years. Such 
a restrictive monetary policy should be enough to calm the 
Canadian economy significantly in the coming quarters and, as a 
result, cool inflation. 

 

Retail sales dropped 1.4% in March to C$65.3 billion, in-line with 
consensus expectations for a 1.4% pullback. The prior month’s 
result, meanwhile, were unrevised. Consumer outlays declined in 
5 of the 9 subsectors covered in the third month of 2023, led by 
lower sales at motor vehicles/parts dealers (-4.4%), gasoline 
stations (-3.9%) and clothing/accessories (-1.2%). These losses 
were not offset by increases for building materials/garden 
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supplies (+1.6%), sporting goods/hobbies/misc. (+1.6%) and 
general merchandise (+0.6%). Excluding autos, retail sales fell 
0.3% m/m, 5 ticks better than the median economist forecast 
calling for a -0.8% print. On a regional basis, sales were down in 
nine of the ten provinces, with the biggest losses occurring in 
Ontario (-1.7%), New Brunswick (-10.7%), Quebec (-0.9%) and 
Alberta (-1.3%) among others. British Columbia for its part, 
registered the only gain, increasing +0.9% in the month. In real 
terms, retail sales regressed 1.0% Canada-wide. Finally, Statistics 
Canada’s early estimate for April showed a 0.2% increase in 
nominal sales. 

March’s retail sales report registered a negative print, but it was 
in-line with consensus expectations. Nonetheless, the pullback 
was the largest in 8 months and marks a second decline after 
retail sales peaked in the first month of the year. To be fair, the 
headline figure was pulled down by large declines for both motor 
vehicles/parts dealers as well as gasoline station receipts. 
Looking at core retail sales which exclude the latter two sectors, 
the picture was somewhat brighter with the narrower measure 
registering an increase of 0.3% in the month.  

 

Circling back to autos, following seven months of consecutive 
expansions, the sector registered its largest decline in a year. As 
mentioned in our previous note, we believe there is a risk for 
moderation in this sector as expensive sticker prices combined 
with steeper financing costs limit sales. The decline in gasoline 
station receipts was in part attributable to lower gas prices in the 
month as the same indicator on a volume basis declined at a 
slower pace (-1.3% real vs -3.9% nominal). There was some 
progression for housing related purchases (e.g. building material 
and furniture), as building materials increased 1.6% in the month 
while furniture was flat. While we still hold the view that these 
categories should remain subdued, the moderation could be 
shorter than anticipated as the real estate market appears to be 
gaining some steam in the latest resale market reports. Looking 
at the quarterly picture, after having increased 1.4% annualized in 
the last quarter of 2022, real retail sales expanded at 4.9% in the 
first quarter of 2023. That suggests a decent contribution from 
goods consumption to growth in Q1.  

 

Looking ahead, the handoff for the second quarter is weak and 
the advanced retail indicator for April is indicating that sales may 
have only edged up 0.2% nominal which means that real sales 
may have declined given just released CPI figures. 

After decreasing 3.6% in February, manufacturing sales increased 
0.7% in March as expected by consensus. The higher sales came 
exclusively from durable goods (2.6%), as non-durable goods (-
1.1%) declined in the month. Where durables goods are 
concerned, the gain was attributable primarily to transportation 
equipment (+7.7%) and primary metal manufacturing (+4.6%) 
against a decrease for fabricated metal product (-2.1%). 
Regarding the transportation equipment industry, the increase 
stemmed from aerospace parts and products (+18.8%), the motor 
vehicle segment (+8.6%), and motor vehicle parts (+1.4%). On the 
non-durable goods front, the deterioration was due mostly to 
pullbacks in plastics/rubber products (-2.9%), paper 
manufacturing (-2.7%), and petroleum/coal product (-2.0%), while 
clothing manufacturing progressed (+1.6%). Sales were up in 10 of 
the 21 industries covered. At the provincial level, P.E.I. (+8.8%), 
Alberta (+3.9%), Quebec (+2.5%), Nova Scotia (+0.5%), and 
Newfoundland (+0.5) all recorded a monthly increase in 
manufacturing sales. With the price effect removed, total factory 
sales were up 1.1% in March while real inventories rose 0.9%. As a 
result, the real inventory-to-sales ratio edged down from 1.74 to 
1.73, a historically high level. The not-seasonally-adjusted 
capacity utilization rate of all manufacturing sectors rose from 
77.5% in February to 81.3% in March. 

Despite a decline in February, the consensus-matching increase 
in March combined with the strong increase in January resulted in 
manufacturing sales growing an annualized 5.6% in the first 
quarter. The motor vehicle, aerospace product and parts, and 
primary metal segments were the main contributors to the 
increase. The motor vehicle segment bounced back 8.6% from an 
11.8% decline in February. Notwithstanding less supply chain 
volatility and more semiconductor chip deliveries, the industry 
faced challenges owing to higher raw material costs and interest 
rates. These impacted both prices and demand for new motor 
vehicles, according to Statistics Canada. As a result, the average 
price of motor vehicles manufactured in Canada was more than 
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20% higher this March than the same month the previous year. 
Where aerospace product and parts were concerned, the sharp 
increase was attributable to some major aerospace companies 
reporting positive net income along with higher revenues and 
profit in the first quarter following the delivery of multiple aircrafts 
and sales of other aerospace products and parts. Regarding 
primary metals, the increase was due to both higher prices and 
higher volumes. It was even more pronounced for non-ferrous 
metals (+44.5%), thanks to an upswing in the price of gold and 
silver on account, in part, to concerns over the banking crisis in 
the United States. As a result, shipments in this industry 
progressed slightly (+0.9%) on a 12-month basis. However, they 
remained 27% above their pre-pandemic levels. Elevated levels 
of real inventories suggest that manufacturing shipments will 
continue to moderate going forward. Some discounting to 
liquidate product could contribute to lower inflation. 

On a seasonally adjusted basis, home sales increased 11.3% from 
March to April, a third consecutive monthly increase and the first 
double-digit gain since the summer of 2020.  

 

Unlike in the previous month, the increase in sales was spread 
across all the provinces, save New Brunswick (-2.5%) and 
Newfoundland (-17.0%). The growth was explained by jumps in 
Ontario (+18.8%), British Columbia (+15.7%), Nova Scotia (+11.7%) 
and, to a smaller degree, Alberta (7.8%), Manitoba (5.5%), P.E.I. 
(2.8%), Quebec (1.5%), and Saskatchewan (1.4%). This rebound in 
the real estate sector can be explained in part by the 
stabilization of interest rates. Indeed, now that the Bank of 
Canada has stopped raising its policy rate, buyers are probably 
perceiving less uncertainty and taking action. Another factor is 
the strong demographic growth in the country. This is stimulating 
the market particularly in large cities such as Toronto and 
Vancouver, which receive a large share of immigration. Although 
this factor should support the housing market in the months to 
come, still-high interest rates, tighter lending conditions, and the 
slowdown of the Canadian economy should limit the recovery. 

On the supply side, new listings rose 1.6% in April, a first increase in 
three months. A large proportion of sellers continued to change 
their minds, as an estimated 17% of listings were withdrawn in the 

past three months. However, this proportion was sinking fast. 
Overall, supply decreased in Canada as evidenced by the drop 
in months of inventory (ratio of active listings to sales) from 3.8 to 
3.3. Though this was up from the trough of 1.7 hit during the 
pandemic, it was still low on a historical basis.  

 

As a result, the active-listings-to-sales ratio remained below its 
historical average in the majority of Canadian provinces. Only in 
Manitoba was the ratio above average. 

 

The Teranet–National Bank Composite National House Price 
IndexTM remained relatively stable in April as it dipped 0.1% from 
the previous month after adjusting for seasonal effects. After 
seasonal adjustment, 5 of the 11 markets in the index were down 
in the month: Edmonton (-2.5%), Ottawa-Gatineau (-2.1%), 
Vancouver (-0.9%), Hamilton (-0.5%), and Montreal (-0.2%). 
Conversely, prices were up in Quebec City (+1.2%), Toronto (+0.7%), 
Winnipeg (+0.5%), Calgary (+0.3%), and Victoria (+0.1%). They were 
flat in Halifax. From April 2022 to April 2023, the composite index 
decreased 8.5%, a record annual contraction. Price growth in 
Calgary (6.9%) and Quebec City (2.7%) was more than offset by 
declines in Edmonton (-0.4%), Montreal (-3.1%), Halifax (-4.6%), 
Winnipeg (-7.8%), Vancouver (-8.6%), Victoria (-8.8%), Ottawa-
Gatineau (-9.7%), Toronto (-12.2%), and Hamilton (-14.8%). 
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After seasonal adjustment, the Teranet-National Bank composite 
HPI remained essentially unchanged from March to April after 
declining 0.8% the previous month. This stabilization coincides with 
a resurgence of activity in the property resale market.  

 

Since peaking in the spring of 2022, the composite index has 
dropped a record 8.7% cumulatively. The downturn has been 
caused by extremely aggressive monetary tightening.  

 

In the coming months, it is highly likely that the composite index 
will return to short-term growth, supported by the renewed vigour 
of home sales in a context where supply remains low on a 
historical basis. This revival of the real estate sector is partly 
explained by the stabilization of interest rates. Since the Bank of 
Canada stopped raising its key rate a few months back, buyers 
may be perceiving less uncertainty, which is prompting them to 
make a move. Strong demographic growth is certainly another 
factor underlying this increase, especially in large urban centres 
that attract newcomers. It remains to be seen whether this 
strength in the real estate market proves temporary in a context 
where interest rates are still high, lending conditions are 
tightening, and the labour market is not immune to a downturn. 

In April, housing starts increased 47.8K to 261.6K (seasonally 
adjusted and annualized), overshooting consensus expectations 
calling for a 220.0K print. The increase more than offset March’s 
27.7K decline and was the sharpest since November 2021. In urban 
areas, housing starts were up in Ontario (+35.8K to 110.7K), British 
Columbia (+9.9K to 58.1K), the Maritimes (+4.0K to 9.8K) and 
Quebec (+2.3K to 29.4K). They were down in the Prairies (-2.8K to 
33.2K) on losses in Manitoba (-3.5K to 4.0K) and Saskatchewan (-
0.3K to 2.4K), which outweighed gains in Alberta (+1.1K to 26.8K). 
Starts increased in Toronto (+20.8K to 59.5K), Vancouver (+13.0K 
to 49.4K), and Montréal (+4.3K to 14.3K), while they fell slightly in 
Calgary (-1.0K to 13.1K). The monthly increase stemmed 
exclusively from urban starts (+49.2K to 241.6K), with gains 
concentrated in the multi-unit segment (+50.0K to 201.6K) while 
the single-family segment pulled back slightly (-0.7K to 40.0K). 
Rural starts, meanwhile, decreased 1.5K to 20.0K in the month. 

Housing starts rose more than expected by consensus in April, 
posting their largest increase since November 2021 thanks to 
gains in 7 of the 10 provinces. Despite this monthly increase, we 
expect Canadian homebuilders to proceed cautiously in the 
coming months given the ongoing economic slowdown. However, 
high immigration levels should support strong housing demand in 
the coming months, particularly in the rental segment. 

UNITED STATES: After decreasing 0.7% in March (revised 
upward from -1.0%), retail sales edged up 0.4% in April, half as 
much as expected by consensus. Sales of motor vehicles and 
parts rose 0.4% after falling 1.4% the previous month. Without 
autos, retail outlays increased 0.4% as increases for 
miscellaneous retailers (+2.4%), non-store retailers (+1.2%), health 
and personal care items (+0.9%), general merchandise (+0.9%), 
and building materials (+0.5%) more than offset declines for 
sporting goods (-3.3%), gasoline stations (-0.8%), furniture (-0.7%), 
and electronics (-0.5%), among others. Sales progressed in 7 of 
the 13 categories surveyed. Core sales (i.e., sales excluding food 
services, auto dealers, building materials, and gasoline stations), 
which are used to calculate GDP, increased 0.7% and were 
tracking a robust 4.7% on a three-month annualized basis. This 
suggests that goods consumption could contribute to GDP 
growth in the second quarter of the year. However, a still-
negative hand-off could limit prospects for Q2.  

In May, the Empire State Manufacturing Index of general business 
conditions recorded its largest monthly loss since January 2023, 
declining 42.6 points to -31.8, far worse than expected by 
consensus (-3.9). The shipments (from 23.9 to -16.4) and the new 
orders (25.1 to -28.0) sub-indices turned around sharply back into 
contractions territory. Delivery times (from 0.0 to -5.7) and unfilled 
orders (from 0.0 to -13.2) began pulling back again after a break 
the month before. This stoked a fourth consecutive decline in 
employment (-8.0 to -3.3). Input prices (from 33.0 to 34.9) began 
retracting for the first time since January 2023. Business 
expectations for the six months ahead edged up (from 6.6 to 9.8) 
but remained at a level well below their long-term average (36.4), 
suggesting business continued to anticipate little improvement 
over this period. 
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The Philly Fed Manufacturing Business Outlook Index moved from 
-31.3 in April to -10.4 in May, its ninth consecutive negative 
reading. New orders (from -22.7 to -8.9) and shipments (from -7.3 
to -4.7) continued to contract at factories operating in eastern 
Pennsylvania, southern New Jersey, and Delaware, but they did 
so at a slower pace than in March. The employment index fell from 
-0.2 to -8.6, the index’s third consecutive negative reading. 
Supplier delivery times (from -25.0 to -9.3) reduced less rapidly, 
and input price inflation (from 8.2 to 10.9) increased after a 
significant drop the previous month. The prices received gauge 
(from -3.3 to -7.0) remained below 0 for a second consecutive 
month for the first time in nearly three years, signaling a rapid 
moderation in price pressure in the manufacturing sector. The 
index tracking future business activity, meanwhile, dropped from 
-1.5 to -10.3, further below its long-term average (~34.0). 

In April, industrial production increased 0.5% on a monthly basis, a 
tick more than the median economist forecast of 0.4%. After de-
creasing 0.5% in March, manufacturing output grew 1.0% on gains 
for both durable (+1.0%) and nondurable (+0.4%) goods. Production 
in the motor vehicles segment was up 11.2%. Utilities output, mean-
while, slipped 11.8% on a 26.9% loss for natural gas and an 8.8% loss 
for electricity. Finally, production in the mining sector grew 1.9%. 

Capacity utilization in the industrial sector increased slightly in 
April, moving from 79.4% to 79.7%. In manufacturing, it increased 
from 77.6% to 78.3%. 

In April, housing starts increased for only the second time in eight 
months, edging up 2.2% to 1,401K (seasonally adjusted and 
annualized), as expected by consensus (1,400K). However, the 
improvement was somewhat tarnished by a downward revision 
to the previous month's print (from 1,420K to 1,371K). The increase 
in starts in April was due to an improvement in both the single-
family segment (+1.6% to 555K) and the multi-family segment 
(+3.2% to 846K). Homes under construction, too, rose in the month. 
They went from 1,668K to 1,675K for a second increase in six 
months. However, seeing how this indicator tends to follow the 
trend in housing starts with some delay, the number of homes 
under construction could begin to decline again in the coming 
months given the recent weakness in starts. If so, it could 
translate into job losses in the sector down the road. 

 

Building permits, for their part, fell 1.5% in April to 1,416K on a steep 
decline in the multi-family segment (-7.7% to 561K). Permits 
delivered for construction of single-family dwellings, meanwhile, 
progressed 3.1% to 855K. Although it remained close to the 50-
year high reached back in October (302K), the number of 
authorized residential projects for which construction had not yet 
begun decreased from 293K in March to 290K in April. 

Homebuilder sentiment rose for the fifth month in a row in May as 
measured by the National Association of Home Builders Market 
Index, which crept up 5 points to an eight-month high of 50. NAHB 
data also signaled an increase in prospective buyers’ traffic: It 
climbed two ticks to 33.  

Existing-home sales retraced for the 14th time in 15 months in April, 
sliding 3.4% to 4,280K (seasonally adjusted and annualized). This 
was slightly weaker than the median economist forecast calling 
for a 4,300K print. Contract closings declined 3.5% in the single-
family segment (to 3,850K) and 2.3% in the condo segment (to 
430K). Thanks to lower sales, the inventory-to-sales ratio jumped 
from 2.6 in March to 2.9 in April (<5 indicates a tight market for the 
National Association of Realtors) as the number of homes 
available on the market remained extremely low. Indeed, there 
were only 1040K properties on sale in the month (not seasonally 
adjusted), the second lowest level ever recorded in a month of 
April. Properties that sold in April 2023 had been on the market for 
22 days on average, 7 days less than in the prior month.  

Insufficient supply and low interest rates during the pandemic 
helped propel prices up at breakneck speed. Waning demand 
and still-elevated mortgage rates seem to be having the 
opposite effect now. The median price paid for a previously 
owned home stood at $388,800 in April, down -1.7% on a 12-
month basis. This was only the second annual decline recorded 
since February 2012. 

 

Since mortgage rates have probably peaked, we expect home 
sales to stabilize in the coming months, if not increase a little. That 
said, they should remain below the levels observed before the 
pandemic at least until the Federal Reserve changes its tune and 900
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opens the door to rate cuts, something that may not happen 
before the last quarter of 2023. 

The Conference Board’s index of leading economic indicators 
(LEI) declined for the 13th straight month in April, sliding 0.7 point to 
a two-and-a-half-year low of 107.5. Six of the ten underlying 
economic indicators acted as a drag on the headline index, with 
the biggest negative contributions coming from consumer 
expectations (-0.26 pp), ISM new orders (-0.21 pp), and interest 
rate spread (-0.17 pp). Historical analysis shows that an 
annualized drop of 3.5% in the LEI index over six months, coupled 
with a six-month diffusion index below 50%, is generally 
symptomatic of a pending recession. Both conditions were met in 
April: The LEI index dropped 8.7% annualized over six months and 
the six-month diffusion index stood at 20%. 

 

Initial jobless claims decreased from 264K to 242K in the week to 
May 13. Continued claims, for their part, edged down from 1,807K to 
1,799K.  

WORLD: In Japan, GDP for the first quarter of 2023 came in at 
1.6% annualized, twice the gain anticipated by consensus. This 
comes after a -0.1% annualized change in GDP in the fourth 
quarter of 2022 (revised down from +0.1%). Private demand 
increased 3.1% annualized on a 3.8% gain for non-residential 
investment and a 2.4% increase in private consumption. 

Still in Japan, the national headline consumer price index (CPI) 
rose 3.5% y/y in April, a three-tick acceleration from the prior 
month and in line with consensus expectations. The annual 
variation of fresh food prices progressed 5.2% in April while energy 
prices declined 4.4%. Excluding these two categories, the CPI 
advanced 4.1%, three ticks more than in the prior month and the 
most since 1981. CPI excluding fresh food, the core measure 
preferred by the Bank of Japan, increased 3.4% compared to the 
3.1% gain registered in March. 

 

In China, the new-home price index increased 0.44% from March 
to April. Of the 670 cities surveyed, 662 reported an increase in 
new-home prices, 7 reported a decrease, and one reported no 
change.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

0

10

20

30

40

50

60

70

80

90

100

-30 

-25 

-20 

-15 

-10 

-5 

0 

5 

10 

15 

20 

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

NBF Economics and Strategy (data via Bloomberg)

United States: Leading indicators signal slowing economic growth
Leading Economic Indicator and diffusion index. Last observation: April 2022
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Japan: Annual inflation accelerates in April
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What we’ll be watching 
IN THE U.S., the latest report on personal income should show 
an increase in April (+0.6%) thanks to a gain in the wage/salary 
segment. Personal spending, meanwhile, could have increased 
0.3% if previously released data on retail sales is any guide. Still in 
April, the annual core PCE deflator may have remained 
unchanged at 4.6%. The week will also feature the release of 
durable goods orders for April. After a 3.2% increase in March, 
headline bookings could suffer from lower civilian plane orders 
and slip 1.0%. Ex-transportation orders, for their part, could have 
declined at a lower extent (-0.2%). We’ll also get an update on 
the housing market with the release April’s pending and new 
home sales. The latter could have suffered from elevated 
borrowing costs and a tightening of credit conditions and moved 
down to 650K. The central bank will also release the minutes of its 
May 2-3 meeting. In other news, the second estimate of Q1 GDP 
growth could come in at 1.1%, unchanged from the previous 
announcement Finally, we will get S&P Global’s flash composite 
PMI for the month of May, as well as the services and 
manufacturing indices. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

IN CANADA, a very quiet week will still be marked by the 
publication of March’s Survey of Employment, Payrolls and Hours. 
We will also keep an eye on April’s Industrial Price Index data. 
Finally, the CFIB is expected to release May’s iteration of its 
Business Barometer on Thursday. 

ELSEWHERE IN THE WORLD, we will get S&P Global’s flash 
composite PMI for the Eurozone. In Japan, the Jibun Bank Flash 
Japan Composite PMI will be made available.  

 

 

 

 

 

 

Previous NBF forecasts

Tues: New home sales (April, saar) 683K 650K

Thurs: GDP (Q1 q/q chg. saar, second estimate) 1.1% 1.1%

Fri: PCE deflator (April, y/y chg.) 4.2% 4.3%
Core PCE deflator (April, y/y chg.) 4.6% 4.6%
Durable goods orders (April, m/m chg.) 3.20% -1.0%
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Economic Calendar – Canada & U.S.
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Data Update 
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