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Economic Analysis The February Canada industry based GDP release surprlsed to the downside, declining 0.2%MoM (Consensus. 0.2%). Much of the
downward correction was related to potash and nickel mine shutdowns (mining oil& gas), unseasonably hot winter (utilities), reduced
us output of chemical and rubber products (manufacturing), and decreased transportation support activities.

- The slowdown in February suggests that growth for 1Q12 will be well below BoC expectations and for that matter below market
expectations. As of now, it would take 1.0%MoM or 25%YoY growth in March to be in line with the BoC's quarterly GDP expectations. For

Jeffrey Owen Herzog us, this release suggests possible structural weaknesses and a greater negative bias than previously anticipated. Thus, we now expect the
Jeffherzog@bbvacompass com QoQ growth of below 2.0% in 1Q12. Moreover, given the sharp downward correction and increased likelihood of an enduring output gap,
Boyd Nash-Stacey we reaffirm our forecast for interest rate increases no earlier than 2013.
boyd.nash-stacey@bbvacompass.com
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Recent Data Mining, Oil and Gas, YoY % Utilities, YoY % Construction, YoY %
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Upcoming Trends Manufacturing, YoY% Wholesale Trade, YoY % Retail Trade, YoY%
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Contribution to Growth Agriculture, YoY % Transportation, YoY % Contribution to GDP, (pp)
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total, the recent release almost assures Note: ‘Goods-Producing’ represents the sum of the individual components, not the official goods-producing headline series. We estimate a +0.2% statistical discrepancy to total YoY
1Q12 GDP will be below the BoC’s Source: BBVA Research

expectations and thus interest rate
futures will retrace their gains.
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