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COVID-19 Impact Analysis and 2020 Outlook: Wholesale
Services Price Index

The Wholesale Services Price Index (WSPI) represents the change in the price of wholesale services, which is defined
as the margin price, the difference between the purchase price and the selling price of the product being priced.

 Historically, the growth of wholesale margins slowed during past recessions but remained positive.
« Margins post-2009 recession were lower than before the recession (cumulative decline of 1.8%).

Wholesale Trade accounts for around 5 6% of GDP (5.3% in 2018).!

Chart1

Wholesale margin trends during past recessions
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Source: Statistics Canada, Tables 18-10-0254-01, Wholesale services price index, quarterly and 18-10-0037-01, wholesale services price index, monthly, inactive.

1. Source: Statistics Canada, Table 36-10-0449-01, Gross domestic product (GDP) at basic prices, by industry, quarterly average (x 1,000,000).
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Recession response varies vastly between subsectors

Margins for petroleum and petroleum products merchant wholesalers contracted sharply in 2008-2009 but were
resilient in 2015, even though the purchase and selling prices plummeted in both periods (Chart 2).

Margins for food, beverage and tobacco merchant wholesalers remained strong during both recessions (Chart 3).

Chart 2
Petroleum and petroleum products merchant wholesalers: margin and price trends during past recessions
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Source: Statistics Canada, Tables 18-10-0254-01, Wholesale services price index, quarterly and 18-10-0037-01, wholesale services price index, monthly, inactive and 18-10-0032-01,
industrial product price index, by industry, monthly.

i1+l

Bl Soocs S Canadi




STATCAN COVID-19: DATA TO INSIGHTS FOR A BETTER CANADA

Chart 3
Food, beverage and tobacco merchant wholesalers: margin trends during past recession
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Source: Statistics Canada, Tables 18-10-0254-01, Wholesale services price index, quarterly and 18-10-0037-01, wholesale services price index, monthly, inactive.

2020 WSPI Margins Qutlook

Wholesale margins are expected to decline more in 2020 than in 2009 as COVID-19 containment measures are

predicted to lead to significant reductions in economic activity, supply chain disruptions and increased costs for
manufacturers and processors.

Most of theimpact will be feltin Q2 2020. Subsector trends may vary significantly depending on different containment
measures in response to the COVID-19 pandemic.
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Chart 4
Projected wholesale margin trends, 2020
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Wholesale Trade - Quarter 1 and Quarter 2 2020 Projection results
Quarter 1 2020

e Quarter-over-quarter (%): ¥ [-0.5,-2.8]
 Year-over-year (%): v [-3.5,-5.8]

Quarter 2 2020
e Quarter-over-quarter (%): w [-0.9,-5.6]
» Year-over-year (%): v [-5.0,-11.7]

Petroleum and petroleum products merchant wholesalers

» Crude prices expected to remain low, due to reduced world demand.
« Petroleum margins are very volatile but can be expected to decline overall, as production cost is above
selling prices.

Food, beverage and tobacco merchant wholesalers

» Prices are expected to continue rising into 2020.

» Margins expected to rise overall, bringing year-over-year movements back into positive territory, after
declines in 2018 and 2019.

Methodology

The 2009 economic recession serves as the benchmark of the impact analysis. The response pattern of WSPI to the
2009 recession were used to project QL and Q2 2020 estimates. Subject-matter analysts also applied adjustments
taking into account the 2020 GDP forecast and economic conditions under COVID-19 pandemic.

Contact information

For more information, or to enquire about the concepts, methods or data quality of this release, contact us
(toll-free 1-800-263-1136; 514-283-8300; STATCAN.infostats-infostats.STATCAN@canada.ca) or Media Relations
(613-951-4636; STATCAN.mediahotline-ligneinfomedias.STATCAN@canada.ca).
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