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Retail sales in B.C. dipped in
March, as sales of new com-
mercial motor vehicles

slowed. Excluding new motor vehi-
cles, retail sales continued to rise.
These results are after adjustment
for normal seasonal fluctuations. 

Overall, retail sales generally
remain on an upward trend despite
stalling in March. Province-wide sales
are up 3% over March 2001, while
new vehicle sales are 2% higher.
Retail sales in both metropolitan
Vancouver and the rest of B.C. are up
3% over the same month last year. 

Sales at drug stores and furniture
stores increased in March. The drop
in commercial vehicle sales appears
to be a temporary correction to the
past five months of unusually rapid
growth. Consumers are likely to con-
tinue to drive retail sales higher; we
are forecasting a 5% increase for the
whole year.

Province-wide, seasonally adjusted
retail sales totalled $3.26 billion in
March, down $25 million from
February. New motor vehicle sales
dropped by $61 million in March to
$446 million. Retail sales excluding
new vehicles rose by $37 million.

Retail sales growth stalls
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In metropolitan Vancouver, retail sales totalled $1.61 billion, down $13 million from
February.  Elsewhere, sales dropped $12 million to $1.66 billion.

Energy, transportation and food
drive up CPI

Consumer price inflation in B.C. contin-
ues to climb after a disinflationary period
in the third quarter of 2001, which was
brought about by last year’s economic
slowdown. Inflation rose by 0.6% in April
and the province’s Consumer Price Index
(CPI) is up 2.3% from April 2001. The
trend rate of inflation is currently around
2% per year. We are forecasting an aver-
age inflation rate of 1.5% for 2002.

Prices jumped in April for fuel oil, gaso-
line, meat, fish, fruit and beverages.
Excluding the volatile food and energy
components, consumer price inflation
rose 0.4% from March. Rising prices for public transportation, health care and cold beer
more than offset falling prices for vegetables, clothing and footware. 

Consumer price inflation in April rose evenly in Vancouver, Victoria and the rest of the
province. Nationally, inflation is up 1.7% from a year ago. The Atlantic provinces, Alberta
and Saskatchewan currently have inflation rates above the national average. Ontario saw no
net consumer price increases in April and its inflation rate is up only 1.4% from a ago.

U.S. growth surge was temporary

More evidence is accumulating that the U.S. economy’s near-6% annual growth in the
first quarter was temporary. The latest leading economic indicator dipped, as did the mort-
gage refinancing index, while first-quarter real GDP was revised downward in its key
demand components. All this points to slower second-quarter growth and a moderate recov-
ery.

The Leading Economic Index (LEI) fell in April for the first time since last September. It
slipped 0.4%, with five of the index’s ten components declining, led by the money supply,
stock prices, and consumer expectations. A drop in the LEI coming out of a recession is not
unusual, but it is a sign that economic growth is moderating.

First-quarter real GDP growth was revised downward from 5.8% to a still-strong 5.6%.
However, consumer, business and government spending –- the source of the slower growth
— were revised downward, while inventory investment was revised upward. This reinforces
the notion that there has been a temporary growth spurt in inventory correction, and indi-
cates that underlying growth is really in the quite moderate 2% range.

According to the Mortgage Bankers Association of America index, it appears that housing
activity is moderating. The MBA index of weekly mortgage applications declined for the past
two weeks, with a drop occurring in both the purchase and refinancing components of the



index. It could indicate that the demand for single-family housing and refinancing is subsid-
ing, after the record pace of the past five or six months. The composite index is around the
500 level, compared to the 800 to 1,000 seen when mortgage rates were at their lows in
late 2001.

Not all the signals are pessimistic. New home sales posted another strong 900,000- plus
annualized sales month in April. Prices of new housing also continue to rise very strongly,
prompting some observers to warn of a housing ‘bubble’. These figures are not entirely at
odds with the MBA index, given its more current weekly reading, but they do suggest a dif-
ferent view of the future.

A strong U.S. housing is beneficial not only for the American economy but also for B.C.
lumber exporters, since it will raise lumber prices and help to cover some of the higher duty
costs. In the short term, lumber prices will drop since increased supply shipped across the
border to beat the duty deadline exceeds current demand. But once that glut is absorbed,
lumber prices will head higher.

How much higher remains to be seen, since new U.S. housing demand is not expected to
break 1.7 million units on a sustained basis, this year or next. Lumber prices are expected
to climb above $300 US per thousand board feet later this year and may eventually
approach $350 US next year, once supply is sufficiently reduced.
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