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Week in review 

CANADA: Manufacturing sales rose 0.2% in January, two ticks 

short of consensus expectations calling for a 0.4% monthly in-

four ticks to -

1.1%. Higher sales in January were driven exclusively by non-dura-

ble (+0.8%) goods-producing industries as durable goods were 

down in the month (-0.3%).  

On the non-durable goods front, the improvement came from 

higher sales in chemical manufacturing (+3.5%), food manufactur-

ing (+0.9%), and plastics/rubber products (+2.6%) being only partly 

offset by lower sales for petroleum/coal product (-1.3%) and bev-

erages/tobacco products (-1.9%). On the durable goods side, the 

decline stemmed from pullbacks in fabricated metal products  

(-5.8%), primary metal manufacturing (-3.4%), and wood product 

manufacturing (-3.3%), among others. These retreats were not 

wholly offset by advances for transportation equipment (+4.3% 

thanks to the largest increase for motor vehicles in 23 months), 

miscellaneous (+10.0%), and machinery (+0.4%) manufacturing. 

Where the transportation equipment industry is concerned, the 

strength was largely concentrated in autos, as motor vehicles 

(+19.6%) and motor vehicle parts (+2.0%) posted gains. That said, 

aerospace offset a sizeable portion of this with a 16.7% drop in the 

month. In the end, sales were up in 11 of the 21 industries covered.  

At the provincial level, seven provinces saw a monthly increase, 

led by Ontario (+3.8%), New Brunswick (+4.2%), and Saskatchewan 

(+4.0%), while Quebec (-4.2%), Alberta (-3.4%), and British Colum-

bia (-5.1%) posted decreases. With the price effect removed, total 

factory sales were up 1.1% in the month while real inventories in-

creased 0.3%. As a result, the real inventory-to-sales ratio fell 

three ticks to a still elevated 1.73. The capacity utilization rate (not 

seasonally adjusted) of all manufacturing sectors rose from 75.1% 

in December to 77.1% in January. 

 

According to Statistics Canada, the resumption of production 

following plant retooling in Ontario made for the impressive gains 

in the motor vehicle products sector. While a rebound is ex-

pected, the present high interest rate environment could keep a 

lid on demand for automobiles in 2024. The transportation equip-

ment sector could have posted a larger increase had it not been 

for aerospace products/parts, which dropped off steeply from 

the record level of production reached the prior month. On the 

chemical manufacturing side, the increase was due to higher 

sales of pesticides/fertilizers and agricultural chemicals.  

 

Back at the national level, manufacturing sales on a volume basis 

registered a decent start for the year following a decline in the 
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fourth quarter. That said, the real inventory-to-sales ratio re-

mains elevated and relatively tepid global demand does not 

bode well for growth in the sector in the coming months. The time-

lier Canadian manufacturing PMI holds a bit of hope that the sit-

uation will stabilize, though it is far from suggesting a major 

improvement on the horizon. 

Housing starts increased by 30.3K in February to 253.5K (seasonally 

adjusted and annualized), a result well above the median econo-

mist forecast calling for a 227.5K print. Urban starts increased by 

31.1K (to 238.6K) on a gain for the multi-family segment (+32.2K to 

196.4K), while the single-family segment decreased slightly (-1.0K to 

42.2K). Starts increased in Toronto (+7.6K to 56.4K) and Vancouver 

(+14.5K to 32.8K), while they decreased in Montreal (-4.7K to 10.4K) 

and Calgary (-3.4K to 21.6K). At the provincial level, total starts went 

up in B.C. (+15.3 to 46.4K), Alberta (+7.0K to 48.2K), Ontario (+7.0K to 

90.0K), Nova Scotia (+6.0K to 12.9K), New Brunswick (+1.4K to 5.3K), 

and Manitoba (+0.3K to 5.1K). Alternatively, decreases were rec-

orded in Quebec (-4.9K to 40.6K), P.E.I. (-1.1K to 0.4K), Newfound-

land (-0.5K to 1.0K), and Saskatchewan (-0.2K to 3.5K). 

 

After falling sharply in January, the rebound in housing starts in 

February comes as good news, given the severe housing short-

age in the Canadian real estate market exacerbated by the his-

torical demographic growth. This increase comes at a time when 

this winter's particularly mild weather may have had an upward 

effect on seasonal trends, despite the impact of high interest 

rates, which is increasingly being felt on the economy. As a result, 

housing starts could decline again in the coming months and sta-

bilize at around 235K according to our forecasts in 2024, a much 

lower level than we've seen over the past 2 years, but above its 

historical trend. Despite the strong political will to reduce the 

housing shortage, the current interest rate environment is likely to 

continue to weigh on homebuilders. As a result, the supply-de-

mand imbalance is unlikely to be resolved anytime soon. 

UNITED STATES: The Consumer Price Index rose a consensus-

matching 0.4% in February after climbing 0.3% the prior month. Prices 

in the energy segment rose 2.3%, on gains for gasoline (+3.8%), fuel oil 

(+1.1%), utility gas services (+2.3%), and electricity (+0.3%). The cost of 

food was unchanged month on month. The core CPI, which excludes 

food and energy, came in one tick stronger than expected, as it rose 

0.4% for the second month in a row. 

The cost of core goods rose for the first time in nine months 

(+0.1%), as gains for tobacco/smoking products (+0.8%), apparel 

(+0.6%), and used vehicles (+0.5%) were only partially offset by a 

0.1% decline in the new vehicles segment. The price of alcoholic 

beverages stayed virtually unchanged. 

Prices for ex-energy services, for their part, moved up 0.5% after 

gaining 0.7% the prior month, which had been the sharpest in-

crease in 16 months. The progression in this segment reflected 

higher prices for shelter (+0.4%), airline fares (+3.6%), motor vehi-

cles insurance (+0.9%), and maintenance (+0.4%). The cost of 

medical care services unexpectedly dipped 0.1%. 

Year on year, headline inflation came in at 3.2%, up from 3.1% the 

prior month and one tick above consensus expectations (+3.1%). 

The 12-month core measure, meanwhile, cooled from 3.9% to a 

33-month low of 3.8%, but this was still one tenth above the me-

dian economist forecast (+3.7%). 

 

Once again in February, the inflation report was stronger than 

anticipated, as the core measure came in one tick above the me-

dian economist forecast. Headline prices were in line with expec-

tations, but only just, as they rose 0.44% at the second decimal, 

which translated into a stronger-than-anticipated 12-month 

read. But what really caught our attention in February is the 0.5% 

increase in the price of core services ex-shelter, a measure cited 

by the Fed as a good indicator of underlying price pressures. On 

a three-month annualized basis, this measure is tracking a 6.8% 

annualized gain, which of course is incompatible with attaining 
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Retail sales rose 0.6% in February, a bit less than expected by 

consensus (+0.8%). Adding to the disappointment, the prior 

-0.8% to -1.1%. Sales of mo-

tor vehicles/parts contributed positively to the headline print in 

the second month of the year, as they bounced back a solid 1.6% 

after dropping 2.1% the prior month. Without autos, outlays ad-

vanced a more subdued 0.3%, as gains for building materials 

(+2.2%), electronics (+1.5%), gasoline stations (+0.9%), and miscel-

laneous items (+0.6%) were only partially offset by declines for fur-

niture (-1.1%), clothing (-0.5%), health/personal care items (-0.3%), 

and non-store retailers (-0.1%). At the end of the month, sales 

were up in 9 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, remained 

flat in February instead of rising 0.4% as per consensus. 

 

While retail sales rebounded in February, spending on goods fell 

well short of consensus expectations after taking revisions into ac-

count. The rise in spending at car dealerships was more or less ex-

pected given the higher sales reported a few days ago by Ward's. 

The increase in gasoline station receipts, too, came as no surprise, 

although the gain could have been stronger given the 3.8% jump in 

categories, however, retail sales expanded just 0.3% and will likely 

look even weaker when expressed in real terms given the rise in 

goods prices recorded in the month (+0.4% according to the CPI 

report). Not everything was bad in the report, though. For instance, 

increased spending at restaurants and bars suggests spending on 

services (which accounts for a bigger portion of GDP than spend-

ing on goods) remained healthy in the month. 

The February retail sales report perhaps constitutes an early indica-

tor that American consumers are beginning to lose stamina after 

outperforming for several quarters. However, we will have to wait for 

more data to confirm this scenario. In the meantime, goods con-

sumption is unlikely to contribute much to GDP growth in Q1, with 

core sales currently tracking a 0.3% annualized decline in the quarter. 

 

The NFIB Small Business Optimism Index fell for the sixth time in seven 

months in February, slipping 0.5 point to a ten-month low of 89.4. Net 

sales expectations improved from -16% to -10%, but the net percent-

age of firms that expected the economic situation to improve deteri-

orated from -38% to -39%. Also noteworthy, 7% of firms cited poor sales 

as their biggest problem, the highest percentage in 32 months. Con-

sequent with the slowdown, hiring intentions slid from 14% to 12.0%, the 

lowest level since October 2016 (excluding the pandemic). 
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Consistent with this deterioration in outlook, only 21% of polled 

businesses planned any capital outlays in the next three months, 

a percentage well below the long-term average for this indicator.  

Although hiring continued to be limited by difficulty finding good 

candidates, the share of businesses that reported not being able 

to fill one or more vacant positions still fell to its lowest level since 

January 2021 (37%). It is not clear to us why companies still sought 

to fill these job postings given the current sales/earnings back-

drop. cited quality of available 

workers as their most important problem, the lowest level since 

2017 (excluding the pandemic). 

 

5% of polled businesses reported sweetening em-

ployee compensation in the past three to six months in a bid to 

attract qualified workers. However, only 19% expected to do so in 

the coming months, a sharp decline from the 26% share registered 

the month before.  

 

Inflationary pressures were still palpable in the NFIB data but 

1% of 

businesses indicated they had raised their prices recently, the 

lowest percentage in three years. Less encouragingly, the share 

of businesses planning to increase prices in the near future stood 

at 30%, a decline from January (33%) but still far above this indi-

-  

The Producer Price Index for final demand advanced 0.6% m/m 

in February, three ticks more than anticipated by economists. 

Goods prices rose 1.2% on increases for both energy (+4.4%) and 

food (+1.0%). Prices in the services category, for their part, rose 

0.3%, less so than in January, when they increased 0.5%. The core 

PPI, which excludes food and energy, also rose 0.3% on a monthly 

basis. Year on year, the headline PPI sprang from 1.0% to 1.6%. Ex-

cluding food and energy, it climbed 2.0%, one tick above the me-

dian economist forecast.  

 

The Import Price Index (IPI) progressed 0.3% in February, in line 

with consensus expectations. The headline print was positively 

affected by a 1.7% jump in the price of petroleum imports. Exclud-

ing this category, import prices advanced 0.2%. On a 12-month 

basis, the headline IPI contracted 0.8%, up from the -1.3% annual 

decline registered in January. The less volatile ex-petroleum 

gauge moved from -1.3% to -0.8%. 

Industrial production edged up 0.1% in February instead of re-

maining unchanged as per consensus. lt, 

however, was revised down from -0.1% to -0.5%. Manufacturing 

output rose 0.8% following a 1.1% decline in January. This increase 

was due in part to a 2.4% jump in wood products and to a 1.8% 

increase in the motor vehicles/parts segment. Excluding autos, 

manufacturing production still progressed 0.8%, a first decline in 

four months. Utilities output dipped 7.5% following the 7.4% surge 

in January when the cold temperatures boosted electricity de-

mand. Finally, production in the mining sector jumped 2.2%, also a 

normalization from January when adverse weather conditions 

took a toll on oil and gas extraction. 

Capacity utilization in the industrial sector remained unchanged 

at 78.3% in the month. In the manufacturing sector, it rose from 

76.4% to 77.0%. Despite the monthly gain, this is below the pre-

pandemic level for this indicator and certainly does not point to 

an imminent increase in investment in machinery and equipment. 
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The Empire State Manufacturing Index of general business con-

ditions fell from -2.4 in February to -20.9 in March. This was signif-

icantly below the median economist forecast (-7.0) and 

consistent with a deterioration in factory activity in New York 

State and surrounding areas. The shipments sub-index (from 2.8 

to -6.9) moved back into contraction territory (<0), while the new 

orders tracker (from -6.3 to -17.2) flagged a more severe contrac-

tion. Employment consequently registered a sharper contraction 

than in February (from -0.2 to -7.1). Supply chain pressures con-

tinued to ease, as measured by the delivery times sub-index (from 

-3.2 to -1.0), which remained below the 0-mark separating ex-

pansion from contraction. The input price index continued to ex-

pand, albeit at a slower pace than in the prior month (from 33.0 

to 28.7). The output price tracker (from 17.0 to 17.8), meanwhile, 

expanded faster in March. Finally, business expectations for the 

next six months (from 21.5 to 21.6) continued to improve but re-

mained below their long-term average (36.0). 

The University of Michigan Consumer Sentiment index edged 

down from 76.9 in February to 76.5 in March. The deterioration of 

sentiment in November was due to a worse assessment of longer-

term perspectives (from 75.2 to 74.6) as current conditions were 

stable (at 79.4). Twelve-month inflation expectations were stable 

at 3.0%, while 5/10-year expectations were also stable at 2.9%. 

 

The sub-index tracking whether consumers consider now to be a 

good time to buy a home rose from 46.0 to 50.0, a decent re-

bound from the all-time lows reached only a few months prior. 

This is consistent with the slight improvement in mortgage rates 

but has yet to be confirmed by mortgage applications which re-

main very low. 

 

Initial jobless claims fell from 210K to 209K in the week to March 9. 

Continued claims, for their part, rose from 1,794K to 1,811K. 

WORLD: There was no major data release this week.
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IN THE U.S., the FOMC is widely expected to leave its key pol-

icy rates unchanged for the fifth straight meeting. Since January, 

is unlikely to have provided the FOMC much assurance. As such, 

 to see 

whether policymakers dial back the amount of expected easing 

for 2024. In December, 75 basis points of cuts were signaled but 

the distribution was skewed towards less easing. Given recent in-

s 

could move higher, bringing the median up with it. As usual, Chair 

Powell will hold a press conference after the statement is re-

 infla-

expect any urgency on this front, however. In other news, we

NAHB Index 

housing starts. After being negatively impacted 

by bad weather in January, we expect residential construction to 

have rebounded to 1,475K in the second month of the year (sea-

sonally adjusted and annualized), driven by the multi-family seg-

ment. Existing home sales, on the other hand, could have come 

down to 3,900K in February judging by a decrease in mortgage 

applications during the month. Some clues on the state of the pri-

vate sector in March will also be available with the release of S&P 

Global composite PMI. 

IN CANADA, all eyes will be on the release of CPI data for the 
month of February. The increase in gasoline prices during the 

month may translate into a 0.6% gain for the headline index be-

-month rate could

rise from 2.9% to 3.1%. Similarly to the headline print, the core 

measures preferred by the Bank of Canada could strengthen, 

with CPI-med likely moving from 3.3% to 3.4%, and CPI-trim from 

retail sales will also at-

tract a lot of attention. Judging from previously released data on 

auto sales, motor vehicles and parts dealers could have contrib-

uted positively to the headline figure. Outlays at gasoline sta-

tions, on the other hand, may have dropped, reflecting lower 

pump prices. All told, we expect total sales to have retraced 0.4%. 

Ex-auto outlays could have been even weaker, retreating 0.7% 

month on month. 

February existing home sales and on the release of the Indus-

trial Product Price Index for the same month. On Thursday, Bank 

of Canada Deputy Governor Toni Gravelle will deliver a speech 

to the CFA institute in which we could learn a little more about the 

central bank's intentions regarding quantitative tightening. 

ELSEWHERE IN THE WORLD, a monetary policy meeting by

the Bank of Japan will be scrutinized for hints that the central bank 

might be about to alter its ultra-accommodative policy stance. 

This decision should be based in part on  inflation data, 

which is due to come out on Thursday. In China, several February 

indicators will be available, notably retail sales, industrial produc-

tion and the jobless rate. The March iteration of S&P Global com-

posite PMIs will also be released in the eurozone and Japan. 

Previous NBF forecasts

Tues: Housing starts (February, saar) 1,331K 1,475K

Wed: Fed funds rate (upper bound) 5.50% 5.50%

Thur: Existing home sales (February, saar) 4,000K 3,900K

Previous NBF forecasts

Tues: CPI (February, y/y chg.) 2.9% 3.1%

CPI-median (February, y/y chg.) 3.3% 3.4%

CPI-trim  (February, y/y chg.) 3.4% 3.5%

Fri: Retail sales (January, m/m chg.) 0.9% -0.4%

Ex-autos retail sales (January, m/m chg.) 0.6% -0.7%
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