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Manufacturing sector leads the Canadian economy 

higher in May 
  

OVERVIEW 

The Canadian economy posted a third consecutive month of solid growth in May, driven higher 

by a surge in manufacturing output and a modest recovery in the struggling construction sector. 

After sputtering for half a year, the economy is suddenly enjoying an undeniably healthy run. 

National GDP expanded by about 0.23 per cent in May, equivalent to an annualized increase of 

about 2.8 per cent. On top of that, GDP estimates for March and April were revised upwards as 

well. April’s growth estimate was increased from a preliminary assessment of 3.1 per cent to 4.0 

per cent, while March’s numbers were adjusted from 6.5 per cent to 6.7 per cent (all figures are 

at annualized rates). This represents the strongest three-month stretch of economic growth 

Canada has seen in years. 

 

The only bad news from an aggregate perspective is that there was an even stronger surge in 

GDP growth at this same point last year. As a result, year-over-year annualized GDP growth 

dipped slightly – from 1.6 per cent in April to an estimated 1.4 per cent in May. 

 

https://canadianmanufacturersexporters.cmail20.com/t/j-l-mduddyd-jkqjutldu-y/


MONTHLY GROWTH BY INDUSTRY 

While economic growth in April was driven by a surge in oil sands activity in Alberta, it was the 

manufacturing sector’s turn to lead the way in May. GDP in manufacturing jumped by 1.17 per 

cent that month, equivalent to an annualized growth rate of 15.0 per cent. All told, manufacturers 

added nearly $2.4 billion in new value-added activity to the Canadian economy compared to 

April – accounting for 53 per cent of national GDP growth for the month. 

 

The other major economic growth driver in May was the construction sector, where GDP was 

nearly 11.3 per cent higher (at annualized rates). While that growth rate is unambiguously 

strong, it represents only a small step on the road to recovery for construction activity across the 

country. Construction GDP fell dramatically beginning last summer and it remains well below its 

levels from a year ago. 

https://canadianmanufacturersexporters.cmail20.com/t/j-l-mduddyd-jkqjutldu-j/


 

Manufacturing and construction were the star performers in May, but overall economic growth 

was remarkably broad-based. Of the 15 major economic sectors in Canada, all but three were 

higher in May. The only sectors to see GDP contract were mining and energy, which retreated 

slightly from its massive spike in April, as well as wholesale and retail trade, and utilities.    

MANUFACTURING SECTOR GDP – OVERVIEW 

The spike in manufacturing GDP continues the trend of on-again, off-again growth that we’ve 

been seeing over the past six months. Since November, a familiar pattern has emerged: 

manufacturing GDP will surge in one month, followed by a substantial retreat in the next. 

https://canadianmanufacturersexporters.cmail20.com/t/j-l-mduddyd-jkqjutldu-t/


 

The good news in all that volatility is that overall growth is heading in the right direction. From 

January through May, manufacturing GDP is tracking about 1.7 per cent higher compared to the 

same period last year. That growth rate is outpacing the Canadian economy as a whole, which is 

tracking about 1.4 per cent higher than it was last year. 

 

MANUFACTURING SECTOR GDP – BY INDUSTRY 

Manufacturing growth in May was driven by a recovery in the auto sector. In April, a combination 

of temporary plant shutdowns and lower output in those still active drove GDP down by 6.7 per 

cent (not on an annualized basis). But producers more than made up for it in May. Auto sector 

GDP spiked by 9.2 per cent (also not annualized), driving total value-added output in the sector 

to its highest level since October. That said, the medium-term trend is a negative one; GDP in 

motor vehicles and parts production has been flat or declining slightly since 2016. 

https://canadianmanufacturersexporters.cmail20.com/t/j-l-mduddyd-jkqjutldu-i/


 

Although the auto sector led the way, manufacturing GDP growth was, in fact, quite widespread. 

Of the 11 major manufacturing sub-categories, eight were higher and only three, lower. On the 

positive side, there was strong growth in fabricated metals and wood products. On the negative 

side, machinery GDP fell considerably for the second month in a row, while the paper industry 

has seen value-added output trend downward for a full year.   

  

 

https://canadianmanufacturersexporters.cmail20.com/t/j-l-mduddyd-jkqjutldu-d/

