Economy at a Glance
Prepared by Alex Carrick, ConstructConnect® Chief Economist

2021 U.S. & Canadian GDP growth to be outstanding
provided no next wave(s) (Part 1)

The U.S. ‘real’ (i.e., after factoring out inflation) gross
domestic product (GDP) decline in full year 2020 was
-3.4% compared with full year 2019. 2021, however, is
shaping up to be much better. Q1 2021 growth, quarter
to quarter annualized, was +6.3% and Q2, +6.5%.

Oxford Economics, which partners with Construct-
Connect, in calculating our construction ‘starts’ and
‘put-in-place capital spending’ forecasts, is projecting
that U.S. ‘real’ GDP growth will speed ahead by +7.0%
year over year in 2021 before the throttle is eased back to
a still rapid +4.3% y/y in 2022.

The long-term average U.S. GDP growth rate (and
Canada’s as well, which we'll come to in a moment) has been in a
range of +2.0% to +2.5%. The reason this is being expressed as a range
is because it depends on whether one includes slowdown/recession-
year results (for 2001, 2009 and 2020) in the calculation of the average.

In Canada, where the provinces have been more stringent than
U.S. states in mandating COVID-related lockdown measures over
the past 16 months, GDP’s drop in 2020 at -5.3% y/y was notably
worse than America’s.

Also, while Canada’s Q1 2021 climb was +5.6% quarter to
quarter annualized, there are doubts as to whether Q2 will yield
much of a positive result. Canadian ‘GDP by industry’ change in
the first three months of this year was +0.7% for January; +0.4%,
February; and +1.3%, March. In the first two months of the
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second quarter, however, the ‘GDP by industry’ change
has been -0.5% for April and -0.3% for May, with June
results not yet published.

Statistics Canada won't be releasing the Q2 2021
GDP percent-change figure until August 31st.

By the way, the reader will notice from Graphs 1
and 2 that 2021/2020 GDP growth of +7.0% for the
U.S. and +6.8% for Canada, if they are realized, will
handily beat all other years going back to at least 2000,
the beginning of this century.

To be continued in Economy at a Glance, Vol. 17,
Issue 119.

For more articles by Alex Carrick on the Canadian and U.S. economies, please
visit: www.constructconnect.com/blog.
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For more economic charts and articles, visit:
https://canada.constructconnect.com/canadata/forecaster

Graph 1: U.S. ‘Real’ GDP Growth,Y/Y & Q/Q
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Shaded blue box numbers are Q/Q annualized (i.e., essentialy multipled by 4). The -3.4% annual decline in 2020 was the steepest since
1946 (-11.6%) when weaponry production was winding down after WWII. In 1932, during the Great Depression, GDP fell -12.9%.

‘Real’ is after adjustment for inflation.

Data source: Bureau of Economic Analysis (BEA)/Chart: ConstructConnect — CanaData.

Graph 2: Canada ‘Real’ GDP Growth,Y/Y & Q/Q
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These outsized percentages are somewhat misleading because they are the quarter to quarter changes
annualized (i.e., essentially Q/Q multiplied by four). The official figure for full year 2020 was -5.3%.
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Data source: Statistics Canada Table 36-10-0140-01/Chart: ConstructConnect — CanaData.
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Retail and
services spending

In the US., con-
sumer spending usually
comprises about 70% of
GDP; in Canada, 55%.
In Canada, the per-
centage is lower because foreign trade plays
a larger role in total economic activity than
in America.

In both instances, though, consumer
spending accounts for more than half of
national output. Therefore, if consumer
spending is robust, the economy is likely to
be steaming ahead.

In turn, consumer spending is directed a
little less than half towards ‘retail’ and a little
more than half towards ‘services. The latter
includes travel, hotel/motel stays, dining out
and ‘happy hour’ at your local pub.

Elements of both retail and services took
severe body blows last year, especially in
the first half, but the latter spent more time
prostrate on the canvas than the former.

How are they doing now? Well, I'm
happy to report, and backed up by the rest
of the graphs in this article, much improved!

From Graph 3, total U.S. retail sales have
not only recovered from their deep dive in
the Spring of 2020, but they are presently well
above the trend line that could be extended
out from the gradual steady growth period
running from 2009 through 2019.

From Graph 4, Canadian total retail sales
have similarly bounced back. As a level,
though, they are now about what one would
expect based on their slow ascending pat-
tern during the decade prior to the pandem-
ic’s onslaught. They haven’t embarked on a
whole new upwards trajectory as in the U.S.
(It seems likely the U.S. surge, as illustrated
in Graph 3, will ultimately prove to be tem-
porary.)

According to Graph 5, sales by food ser-
vices and drinking places’ (otherwise known
as bars and restaurants) in the U.S. have
returned all the way home after wandering
far off the beaten path.

The comparable statistics for Canada,
however, as shown in Graph 6, are not quite
as rosy. There’s been a significant pickup in
bar and restaurant sales north of the border
since the nosedive in early 2020, but there’s
still a distance to go to achieve full recovery.

But the Canadian chart is interesting for
another feature. It shows three clear dips
corresponding with the three most devas-
tating outbreaks, or ‘waves, of coronavirus
infections, with the latest one still exerting
a negative grip.

Widespread vaccination coverage in the
U.S. and Canada, with more than half the
population in both countries having received
at least one ‘shot) has greatly increased con-
fidence that 2021 will see extraordinarily
vigorous GDP growth.

But there’s still that nagging worry that new
variants of the disease, finding a ‘playground’
among the remaining pockets of the unvac-
cinated, may somewhat derail otherwise opti-
mistic expectations.

The rest of the graphs in this article, with
accompanying explanatory text boxes, delve
into the some of the finer detail about the
retail spending sides of the U.S. and Cana-
dian economies.

To view more charts from this article, visit:
https://bit.ly/3D47HwO.
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For more articles by Alex Carrick on the Canadian and
U.S. economies, please visit: www.constructconnect.
com/blog.
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Graph 3:Total Retail Sales in the U.S. Monthly

Jun 2021 = $550.8 Billion (+15.6% y/y and +0.3% m/m)
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Billion income supplement programs.
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Year and month

The last data points are for June, 2021.
Adjusted for seasonal variation, holiday and trading day differences, but not for price changes.

Data source: U.S. Census Bureau (Department of Commerce)/Chart: ConstructConnect — CanaData.
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— incomes, Canadian total retail sales have bounced back close to long-term trend =

Graph 4:Total Retail Sales in Canada

Helped along by various government support measures to compensate for lost

from a horrific pandemic-induced plunge in the Spring of last year. !
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Latest data point is for May 2021.

Year and month

The latest reporting month for Cdn retail
sales data is always a month behind U.S.

Data source: Statistics Canada Table 20-10-0078-01/Chart: ConstructConnect — CanaData.

Graph 5: U.S. Sales by Food Services & Drinking Places
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contagion and accompanying lockdown directives, bar and restaurant
—  sales cratered in a fashion never seen before. But in the last several
months, they have rallied back to first equal, then slightly surpass, their
level from prior to the pandemic

What a cause for celebration! In Spring 2020, due to the coronavirus ‘
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Of course, now the worry is over a possible
fourth wave as the Delta variant afflicts mainly ‘
the unvaccinated.
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'Bar and restaurant' sales in June were +40.2% year over $70.6 Billion |
year and +2.3% month to month.
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Latest data point is for June, 2021.
Adjusted for seasonal variation, holiday and trading day differences, but not for price changes.

Data source: U.S. Census Bureau (Department of Commerce)/Chart: ConstructConnect — CanaData.

Graph 6: Canada Food Services & Drinking Places Sales*
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This is a data series that prior to COVID-19
moved in about as steady and gradual an
upward progression as could be imagined.
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The three coronavirus 'waves' (i.e., the dips in
the curve) since early 2020 are readily apparent
as they have been accompanied by successive
periods of lockdown which have seriously
depressed bar and restaurant sales.
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*Better know as bar and restaurant sales.
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Data source: Statistics Canada Table 21-10-0019-01/Chart: ConstructConnect — CanaData.
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