Briefing Memo: GDP Revisions and GDI the canary in the coal mine.
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In the US GDP revision will be released on
Thursday. Using GDI as our North Star, there is a
very good chance that GDP will be revised
downward.

History shows GDI is a better predictor of the
economy then GDP. GDI is weak in the USA but
even weaker in Canada!

Below is the difference between RGDI and RGDP
and the corresponding adjustment that could
happen to GDP this week. Below is an average of
RGDI and RGDP, compared to RGDP. The expected
error of the current level of GDP is at historic
levels.

What is GDI?

1) Gross domestic income (GDI) is the sum of all
income earned by residents of a country,
regardless of where it is earned.

2) Gross domestic product (GDP) is the sum of all
goods and services produced in a country,
regardless of who owns the factors of
production.

3) The main difference between GDI and GDP is
that GDI includes income earned by residents
from abroad, while GDP only includes income
earned within the country. This means that GDI
can be higher or lower than GDP, depending on
the amount of income that residents earn from
abroad.

In Theory GDP and GDI (Gross Domestic Income) should
always equal. But since late in 2022 the two began to
diverge. GDI in Canada has been negative for 4
successive quarters.

The GDI can be an early warning of an economic
downturn because it is a coincident indicator, meaning
that it moves in the same direction as the economy.

GDI has been negative in Canada since the 3Q of 2022.
At the end of 2Q 2023, the yearly GDl is at -3.9%. This is
basic Economic 101. The difference between coincident
and lagging indicators. The Street and the BoC
completely missed this basic foundational relationship.

This means that the GDI can start to decline before
other measures, such as GDP and employment, which
are lagging indicators. This gives policymakers and
investors time to take action to mitigate the effects of
the downturn. The missed it!!!!

For example, the GDI began to decline in Canada in the
summer of 2008, several months before the global
financial crisis hit. This gave policymakers time to
implement measures to stimulate the economy, which
helped to mitigate the effects of the crisis.

1. The GDP is a poor measure of short-run economic
activity because it is backward-looking and does not
capture changes in the economy in real time.
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While the MSM focuses on GDP the indicator that gives
an accurate picture of the economy is GDI.

2. The GDP is also subject to revision, which can make it
difficult to track economic activity accurately.

3. GDl is a better measure of short-run economic activity
is the coincident index.

4., The coincident index is timelier than the GDP and is
not subject to revision.

5. The coincident index can be used to identify turning
points in the economy and to track economic growth in
real time.

6. The coincident index is a valuable tool for
policymakers and businesses that need to make
decisions based on the latest economic data.

7. The coincident index is not perfect, but it is a better
measure of short-run economic activity than the GDP.

8. The coincident index should be used in conjunction
with other economic indicators to get a more complete
picture of the economy.

9. The coincident index is a useful tool for understanding
the current state of the economy and for making
predictions about the future.

10. The coincident index is an important tool for
policymakers and businesses that need to make
decisions based on the latest economic data.

Canada Real GDP vs Real GDI 4Q

OLD RULE: GDI LEADS GDP AT TURNING POINTS!
GDI IS A COINCIDENT INDICATOR, GDP IS A LAGGING INDICATOR.

GDI HAS BEEN NEGATIVE FOR 4 QUARTERS.
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The information contained herein has been provided for information
purposes only. The information has been drawn from sources believed
to be reliable. Graphs, charts and other numbers are used for
illustrative purposes only and do not reflect future values or future
performance of any investment. The information does not provide
financial, legal, tax or investment advice. Particular investment, tax, or
trading strategies should be evaluated relative to each individual’s
objectives and risk tolerance. This does not constitute a
recommendation or solicitation to buy or sell securities of any kind.
Market conditions may change which may impact the information
contained in this document. Wellington-Altus Private Wealth Inc.
(WAPW) does not guarantee the accuracy or completeness of the
information contained herein, nor does WAPW assume any liability
for any loss that may result from the reliance by any person upon any
such information or opinions. Before acting on any of the above,
please contact your financial advisor. WAPW is a member of the
Canadian Investor Protection Fund and the Investment Industry
Regulatory Organization of Canada.
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