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Quebec: GDP took off in Q3
Q3 2017: +4.3%

Q2 2017: +3.4%

Q1 2017: +3.6%

NUMBERS: The Institut de la statistique du Québec (ISQ)
reports that Quebec real GDP at market prices grew at
4.3% annualized in Q3 (Canada +1.7%) after expanding at
3.4% in Q2. Final domestic demand also grew at 4.3%, with
all major components contributing: household consumption
+2.3%, residential construction +13.5%, business investment
(nonresidential construction +5.7%, machinery and equipment +26.4%, intellectual property +4.9%), government
current spending +3.9% and government investment +6.4%.
On the other hand, international exports contracted more
than imports, for a net subtraction from growth that more
than offset an increase in the interprovincial trade surplus.
The drag from external trade was offset by a rise in physical inventory change. Corporate profits declined 4.6%
annualized. The net household savings rate was 5.2%. In
current dollars, the growth of wages and salaries was the
largest since Q1 2011.
OPINION: Q3 was the fourth straight quarter in which the
Quebec economy grew at least 2.7% annualized, and the
seventh in which growth clearly exceeded the growth of
potential real GDP. The contribution of final domestic
demand was the key to this happy run (top chart).
Strikingly, all of its major components were up in Q3. The
spectacular jump of machinery and equipment investment
came on top of growth in seven consecutive previous
quarters. Previous rises of corporate profits would seem to
be a factor in this surge (middle chart). True, the growth
of real consumer spending was not up to that of Canada as
a whole (2.3% vs. 4.0%), but Quebec households were also
socking more money away — a net savings rate of 5.2%
versus 1.9% in the rest of Canada (bottom chart).
Employment growth, retail sales and housing starts got off
to a good start in Q4, but strong inventory accumulation in
the last few quarters could mean that businesses will ease
off some, braking economic growth in Q4. We nevertheless
revise up our forecast of 2017 Quebec economic growth,
now 3.0%.
Marc Pinsonneault

Domestic demand continues to drive growth
Real GDP growth and real growth of final domestic demand (FDD)
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A Q3 surge in machinery and equipment investment
Net corporate operating profits and real investment in machinery and equipment
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Net household savings rate
Net household saving as % of disposable income
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