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Chart 1

Job Growth in the Following Month Aftera
Previous Month's Increase of Over 90k
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Chart 2

Comparing Canada LFS for All Months
of January
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Sources: Scotiabank Economics, Statistics Canada.

On Deck for Friday, February 7

Country Date Time Indicator Period BNS  Consensus Latest
CA 0207 08:30 Employment(000s m/m) Jan 35 250 91.0
CA 0207 0830 Unemployment Rate (%) Jan 67 6.8 6.7
US 0207 08:30 Average Hourly Earnings (m/m) Jan 03 0.3 0.3
US 0207 08:30 Average Hourly Eamings (yly) Jan 37 38 3.9
US 0207 0830 Average Weekly Hours Jan - 343 343
US 0207 08:30 Nonfarm Employment Report (000s m/m) Jan 205 175.0 256.0
US 0207 08:30 Unemployment Rate (%) Jan 42 4.1 41
US 0207 08:30 Household Employment Report (000s m/m) Jan - - 478.0
US 0207 09:25 Fed's Bowman Gives Update on Economy, Bank Regulation
US 0207 10:00 U.of Michigan Consumer Sentiment FebP 720 7.8 71
US 0207 12:00 Fed's Kugler Speaks on Entrepreneurship, Productivity
US 0207 15:00 Consumer Credit (US$ bn m/m) Dec - 14.6 -1.5

KEY POINTS:

e  Markets await US payrolls, Canadian jobs

e Canadian jobs preview

e US jobs preview

e Summit Day in Canada—hoping for more than just cheap talk

e BoC Governor Macklem’s speech suggests pricing and many forecasts are too
dovish

The key focal points this morning are the dual releases of US and Canadian jobs reports.
Other overnight developments were light including an expected 25bps cut by the RBI, and
mixed German data as industrial production fell sharply but exports surged in December.
After payrolls will be updated UMIch consumer sentiment (10amET). So far, global
markets are behaving with typical pre-nonfarm apprehension.

CANADIAN JOBS PREVIEW

Canada updates the LFS this morning for January. It’s one of two jobs reports and a CPI
report before the next BoC decision on March 12th. Here’s an outline of expectations and
the rationale. Always remember the high noise factor; the 95% confidence interval around
monthly estimated changes in employment is +/-57k. Canada’s main jobs report is a noisy
household survey.

Consensus median change 000s: 25

Consensus mean: 32.3 (slight upside skewness)

Scotia: 35 (I’'m ranked #2)

Range: 15 - 76, most are in the 15-35k range. No negatives
Std dev: 17.5k

95% Cl: +/-57k

UR: 6.8% from 6.7% / Scotia 6.7%

Rationale:

After +97k in December, the historical odds strongly favour another up month (chart
1). There has only been one single month out of nineteen in history when there has
been a gain of that magnitude or higher and the next month fell materially.

e  Why? Two possible reasons. One is hiring momentum, that if businesses had
confidence to hire that many one month then presumably they won’t turn around
and fire them all and more the next.
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e The second reason may be sample stickiness.  Chart3 Chart 4
Statcan uses a sample rotation approach to Canada Accommodation & Food Jobs Canadian Total Job Postings
sampling jobs in ‘primary sampling units’ by Pre& Post 1% GST Reduction 200 r Index, Feb.1,2020 =100, SA
sampling the same local areas for six months at 2 [ ™/m changein 000s, SA 180
a time and rotating in new ones one month ata 20 i 160
time while dropping the first month’s sample 15 : 140
out. That means most of the sample is 10 E 120
repeatedly drawn from pretty much the same 5 i 100
areas, with the same regional concentrations of : Zz
employers and industries. The sample turns 5 w0 L
slowly over time and is not a random sample. ol % L

e Adownside risk may be the SA factor, butifso, -15 | i 0 — T
then I'll seek to control for that with alternative .0 L Juloe i —Janos ro;' E % 2 i § 2 % &; § (é i ﬁ
scenarios. The January SA factor for the level of ~ t-6t-5t-4 312 t1 t tHTtH2t43t44 14546 §32<d&°830223
employment in January has been at record lows Sources: Scotiabank Economics, Statistics Canada. Sources: Scotiabank Economics, Indeed Hiring Lab.
in the past two years (chart 2). Data agencies are having trouble with SA factors across Chart5

multiple reports in Canada and the US.
P P Canadian Economy Hours Lost Due to

e Next, consider that when we've seen GST/HST cuts in the past—like July 2006 and January Strike or Lockout
2008—the second month following the cost has generally seen positive job growth especially 1600 Hrs.lost,in 000s, NSA
in sectors most affected like accommodation and food (chart 3). 1400 |
1200 |
e Thereis alimited variety of advance indicators available in Canada, but they’re generally 1000 b
constructive. Indeed job postings have been trending up over recent months (chart 4). 800 |
e The CFIB’s small business hiring gauge slipped a touch in January but is on a smoothed 600 r
uptrend. 400t
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and closings and GPS data into an activity index. Presumably, if it's up—as it was in January—  sources: Scotiabank Economics, Statistics Canada.

then it indicates folks are out and about and probably not sightseeing in January. In Canada.
So they’re probably spending or going to and from work.

e I'munsure of what to expect for hours worked. They were up strongly in December (+0.5% m/m SA) despite a surge in hours lost due to
strikes and labour disruptions that occurred at Canada Post, as well as in the rail and port sectors (chart 5).

e Toget a higher UR like others have would require another explosive month for growth in the labour force since they don’t have jobs
being shed. Maybe. But after about 200k more entrants in the past two months which is the strongest rolling two-month expansion
since July 2021 when folks were re-entering the workforce | figure the odds are skewed toward softer growth in the pool of labour.

NONFARM PAYROLLS PREVIEW

This is the jobs report that doesn’t matter to the Fed. Not one bit. Not yet anyway since they’re clearly saying they are on hold on March 19t
and this is one of four (41) payrolls reports before the next FOMC decision on May 7*. Market noise, no policy relevance.

Remember the 90% confidence interval around estimated changes in employment each month is about +/-130k. Tail calls worth arguing
over would be <100 or >300.

Consensus median change 000s: 175
Consensus mean: 174.5 (no skewness)

Scotia: 205 (I'm ranked #5 out of 77)
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Range: 105 - 240 Chart 6
Whisper number: 199 Comparing US Payroll SA Factor for
’ All Months of January
Std dev: 29.7 1.0170  SAfactor, SAlevels/NSA levels
90% Cl: +/-130 10160 |
UR: 4.1unchanged / Scotia 4.2% 10150 |
Hours worked: 0% m/m SA 10140 H
Wages: 0.3% consensus and Scotia 10130 K
Rationale: 10120
e | wentwith a higher UR because it is derived from the household survey that registered a 1010 P e e el r e e
. . e O PRI NI
massive 478k employment gain and a more modest 243k gain in the labour force that | RRROS55RE90RSRORERRRKSRERS

expect to mean revert more on the employment side.
Sources:Scotiabank Economics, BLS.

e There are three sources of revisions that make this report more complicated than others

Chart7
and which should mitigate confidence in the estimates.
US Challenger Job Cuts
e Oneis the usual two-month rolling revision effect as new information comes in. 15 - 000s of jobs, NSA
105 } 2023 2024 e 2025
e Twois the quarterly birth-death model revision that many expect to be a source of o |
downward revision to December. &5 |
e Threeis the final annual benchmarking exercise of payrolls to data drawn from state sor
level tax filings which affects the March 2024 level for payrolls. This latter effect shaved 65 r
over 800k off of last March'’s level of payrolls when the preliminary revisions were %5 e
announced last August. Be careful with what could change through this annual effect this S
time since state level data and nonfarm have different samples with different B
methodologies. Some think it will take the March level lower yet, but strident opinions on AT
that have been unreliable. c o s amc3 ®as 3y
S fLs<<s3° 3280z a

e And so both the level prior to Q4 and the level at December may be revised in
. . . . .. Sources: Scotiabank Economics, Challenger, Gray
complicated and possibly competing ways. This confluence of revision effects could & Christmas Inc.

affect the hand-off effect to January.

e Adownside risk to the m/m jobs estimate is the SA factor that has tended to be low in January for recent years compared to prior ones
(chart 6). The same holds through Q1 before SA factors begin overstating job growth in Q2, then understating in Q3, then overstating in
Q4 again. I'll offer alternative scenarios for SA factors.

e California wildfires may have an effect, but they are expected to be a minor influence and have been in past fires like 2021 and 2021
albeit LA was obviously hit harder this time. They are more likely to affect the household survey than payrolls since not showing up for
work that would hit the household survey is more likely than dropping off payrolls entirely. If this is an effect, then control for it if we get
useful guidance.

e Most advance indicators suggest a robust labour market in January, but they don’t necessarily mean a whole lot given historical
correlations and nonfarm’s unique methodology:

e |SM-services-employment climbed a full point to 52.3, indicating quicker hiring in services.
e ISM-manufacturing-employment jumped about 5 full points to 50.3 suggesting no further shedding.

e Challenger mass layoffs were unusually very low at about 50k versus 82k last January and 103k the prior January. This year bucked the
recent trend of coming in high to start the year with corporate downsizing (chart 7).

e  Jobs plentiful in consumer confidence slipped
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e JOLTS job openings slipped by about half a million to 7.6 million in December. It’s lagging, and also note that quits picked up somewhat
which may indicate greater comfort toward switching jobs.

e  ADP was up 183k. Weak tracking.

e |Initial jobless claims were little changed between December and January nonfarm reference periods or household survey reference
weeks.

CANADIAN SUMMIT, BANK OF CANADA RECAP

There will also be some headlines out of this hastily arranged Summit announced by PM Trudeau a couple of days ago. The positive is that
folks are talking about what to do to pivot in the face of US trade aggression, but go in with rather modest expectations that Canada will
suddenly wave a magic wand that rids it of interprovincial growth barriers and fundamentally resets a heavily distributive agenda over the
past ten years into a growth agenda.

And Bank of Canada Governor Macklem’s speech drop (here) didn’t offer anything that was materially different from what he said at his
January press conference. His emphasis upon how “threats of new tariffs are already affecting business and household confidence” and
that monetary policy can “help with the short-run adjustment” is language that may be open to near-term easing. But that is to be traded
off against all the warnings about supply chain disruptions and uncertainty around trading off “the downward pressure on inflation from
weaker economic activity....against the upward pressures from higher input prices and supply chain disruptions”

My takeaway from it all is that markets leaning toward 50-75bps of further easing sounds somewhat rich while he isn’t talking in a way that
sounds at all supportive of some of the much more aggressive forecasts on the street. As for March, it’s a data dependent call with two jobs
reports and one CPI report arriving before that meeting.

Government Yield Curves (%): Central Banks
2-YEAR 5-YEAR 10-YEAR 30-YEAR Current Rate
Last 1-day I-WK | last 1-day I-Wk f Last 1-day I-WKk [ [ast 1-day I-wk
u.s. 422 421 420 | 427 428 433 | 443 444 454 | 463 464 479 |Canada-BoC 3.00
CANADA 258 257 272 | 264 263 280 | 29 29 312 | 315 313 3.29
GERMANY 205 206 212 | 215 217 224 | 236 238 246 | 260 261 271 |US-Fed 4.50
JAPAN 080 077 073 ] 099 095 091 1.30 1.28 125 | 229 227 229
U.K. 416 417 422 | 416 418 422 | 446 449 454 | 504 506 5.13 |England - BoE 4.50
Spreads vs. U.S. (bps):
CANADA -164 -164 -148 | -164 -165 -153 | -147 -149 -142 [ -148 -150 -150 |Euro zone - ECB 2.90
GERMANY -217  -215 -208 | -212  -211 -209 | -207 -206 -208 | -203 -203  -208
JAPAN -342  -344 347 | -329 -332 -342 | -313 -316 -330 | -234 -237 -250 |Japan -BoJ -0.10
U.K. -6 -4 2 -1 -10 -10 3 5 -0 41 42 34
m Level % change: Mexico - Banxico 9.50
Last Change 1 Day 1-wk 1-mo 1-yr
S&P/TSX 25534 -35.3 -0.1 -1.1 24 21.8 Australia - RBA 4.35
Dow 30 44748 -125.7 -0.3 -0.3 5.2 15.7
S&P 500 6084 221 0.4 0.2 3.0 21.8 New Zealand - RBNZ 4.25
Nasdaq 19792 99.7 0.5 0.6 1.6 256
DAX 21926 23.8 0.1 0.9 7.8 29.6 Next Meeting Date
FTSE 8703 -24.3 -0.3 0.3 5.6 14.1
Nikkei 38787 -279.5 -0.7 -2.0 -3.2 7.4 Canada - BoC Mar 12, 2025
Hang Seng 21134 241.9 1.2 4.5 8.7 314
CAC 8002 -6.1 -0.1 0.6 6.8 5.1 US - Fed Mar 19, 2025
Commodities Level % change:
WTI Crude 71.18 0.57 0.8 -1.9 -4.1 -3.6 England - BoE Mar 20, 2025
Natural Gas 3.39 -0.02 -0.6 1.3 -1.8 722
Gold 2866.18 9.90 0.3 24 28.5 40.8 Euro zone - ECB Mar 06, 2025
Silver 32.02 -0.26 -0.8 3.3 5.8 43.6
CRB Index 307.46 -0.52 -0.2 0.3 2.7 13.7 Japan - BoJ Dec 19, 2024
Currencies Level % change:
USDCAD 1.4328 0.0020 0.1 -1.5 -0.3 6.4 Mexico - Banxico Mar 27, 2025
EURUSD 1.0381 -0.0002 -0.0 0.2 0.4 -3.6
USDJPY 152.12 0.7100 0.5 -2.0 -3.8 27 Australia - RBA Feb 17, 2025
AUDUSD 0.6285 0.0002 0.0 1.1 0.9 -3.6
GBPUSD 1.2453 0.0018 0.1 0.5 -0.2 -1.4 New Zealand - RBNZ Feb 18, 2025
USDCHF 0.9069 0.0019 0.2 -0.4 -0.3 3.7
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