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KEY POINTS: 

 Markets playing defence ahead of a big week 

 Fact check: Canada has had the stronger labour market 

 Canada to announce tax cut details this morning 

 Chinese exports were little changed… 

 …as currency effects distorted yuan versus USD takes 

 German exports rise again… 

 …but more data will answer whether it was due to tariff front-running 

 Japanese GDP was revised upward on cap-ex… 

 …but Q4 is likely to weaken again 

 Mexican CPI unchanged on Banxico’s target  

 Global Week Ahead 
 

Please see the Global Week Ahead here. This week’s key risks will include: 

 UK election 

 US-China tariff deadline 

 WTO quorum 

 CBs: Fed, ECB, SNB, Brazil… 

 …Peru, Turkey, Philippines, Russia 

 CPI: US, India, Mexico, Argentina… 

 …Norway, Sweden 

 BoC’s Poloz 

 CDN fiscal policy 

 US retail sales 

 China macro 

 European macro 
 

INTERNATIONAL 

Global markets are playing it a touch cautiously ahead of a big week that will be 

focused upon US-China trade negotiations head of Sunday’s tariff deadline, the 

UK general election and Brexit risk and major central banks.  

 Currency markets are divided this morning. CAD is flat to the USD and in 

the middle of depreciating crosses like the real, A$ and some Scandies 

versus appreciating crosses like the Euro and euro-related currencies plus 

the yen and pound sterling. 

 US equity futures are slightly lower along with TSX futures. European cash 

markets range from being little changed in London, Frankfurt and Madrid to 
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Country Date Time Event Period BNS Consensus Latest

CA 12/09 08:15 Housing Starts (000s a.r.) Nov 200 215 201

CA 12/09 08:30 Building Permits (m/m) Oct -- 2.8 -1.5
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declines of ½% in Paris and 1% in Milan. Asian equities ranged from closing flat in Hong Kong and mainland China, to being 

up by about 0.3% in Seoul and Tokyo. 

 Oil prices are under downward pressure with WTI and Brent both off by half a buck.  

 Sovereign bonds are catching a bid across most major markets. The US Treasury yield curve is bull flattening with the 10s 

note down by 3bps. Canada is performing similarly but is outperforming the US at the front end. Gilts are richer by 2bps 

across the curve and EGB 10s range from between 3–7bps lower with Italy leading the decline. 

Japan’s growth rate in Q3 was revised upward to 1.8% from 0.2% at a seasonally adjusted and annualized rate overnight. 

Cap-ex spending was the main reason for the upward revision after the release of figures that showed a 7.1% y/y surge in Q3 

when they were reported at the start of last week. Don’t get too used to the stronger growth, however, as some of it was front-

loading consumption ahead of October’s hike to the sales tax. 

China’s trade figures were mixed. The headlines picked up the weakness in the USD denominated figures that fell by 

1.1% y/y (+0.8% consensus). But the yuan-denominated export figures were up by 1.3% y/y (1.9% consensus). The difference 

indicates that valuation effects were a significant driver of weakness upon conversion to US dollars.  

German exports jumped by 1.2% m/m in October (-0.3% consensus) while imports were flat as expected. Exports have 

jumped by over 1% in each of the past two months in nominal terms. That’s also true in volume terms as exports grew by 1.3% m/

m in each of the past two months. Export figures conflict with the tone of the figures for industrial production and factory orders. It’s 

possible that there was a rush put on to move product before rising tariff worries.  

Mexican inflation was stable at 3% y/y in November while core held at 3.65% y/y. Inflation is holding around the mid -point 

of Banxico’s 2–4% inflation target range. The peso was little changed following the release. 

CANADA 

Canada will follow the global market tone for the most part this week. We’ll learn more about the Federal Government’s tax cut 

plans late this morning when Finance Minister Morneau will lead a joint press conference at 11:15amET (here). 

Housing starts came in at 201.3k in November (consensus 215k, Scotia 200k) as a 5.1% m/m drop in construction of 

single family homes was offset by a 2.3% jump in construction of multi-family homes. Governor Poloz speaks on Thursday and 

spillover effects from last week’s Throne speech are explained in the Global Week Ahead.  

Canada’s jobs report was pretty bleak on Friday (recap here) and marked the second month in a row of job losses especially after 

removing temporary election hiring from the prior month’s figures. It would nevertheless be absurd to argue that the US is 

fundamentally better at creating jobs and has the stronger labour force simply because US nonfarm payrolls rose by 

266,000 in one month and Friday’s Canadian survey showed a drop. The temptation to do so invites a comparison 

between the two countries over time and particularly since the US election. Before doing so, recall from chart 1 that Trump is just 

an average president by comparison to cumulative job growth during the terms of past US Presidents to a comparable point in 

their terms. 

1. Comparing Apples and Apples 

For starters, nonfarm is a payrolls survey whereas Friday’s Canadian Labour Force Survey report was a household survey. They 

can’t be compared. The sister survey to nonfarm is the companion US household survey and it registered job growth of just 83,000 

which is quite the spread to nonfarm but also consider the massive confidence intervals for both readings before drawing overly 

strong interpretations. Regardless, using the US household survey compared to Canada’s Labour Force Survey of households 

narrows the difference in job creation between the two countries from 337,000 (nonfarm minus LFS) to 154,000. Take that one 

step further by using the figures that adjust the household survey to nonfarm measurement concepts and the result is that the 

household sector’s job change was about 68k. The point is that the spread between the US and Canadian rates of job creation is 

misleading if one just compares nonfarm to LFS. Furthermore, doing it for just one month is dicey. For instance, the August 

comparison when Canada created 81,100 jobs (LFS)  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.fin.gc.ca/notices-avis19/2019-12-09-eng.asp
https://www.scotiabank.com/content/dam/scotiabank/sub-brands/scotiabank-economics/english/documents/scotia-flash/scotiaflash20191206.pdf
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2. Canada Has Created More Jobs Than the US 

Since the US election  

Secondly, since the November 2016 US election, 

Canada has created more jobs than the US in 

proportionate terms. Chart 2 starts it off by indexing 

job gains in the two countries using the three US 

measures (nonfarm, household survey, ADP) and 

three Canadian measures (LFS, SEPH and ADP). 

Each measure is indexed to equal 100 at the end of 

November 2016 so as to allow the pace of 

cumulative job gains to be readily compared. By all 

three measures of job growth, Canada wins hands 

down with the strongest pace of cumulative job 

growth. 

3. Another Way of Comparing Job Growth 

As an alternative to the last approach, consider 

chart 3 that compares absolute changes in total 

employment by the three measures for each country 

and does so by scaling up the Canadian numbers to 

the size of the US population. One might think that 

the scaling factor is still around ten to one. Today, 

however, it’s about 8.8 to one in no small part 

because Canada is a more welcoming society that 

has boosted immigration rates while the US is going 

the other way in isolationist fashion. By the three 

measures of job growth, Canada has created 

between 7.8 and 8½ million jobs since November 

2016 after scaling up using the US-Canada factor, 

versus the US that has created between 6.6 and 7.0 

million jobs. Both have done well, but Canada more so. Chart 4 does the same thing without scaling if interested. 

4. Wage growth 

As chart 5 demonstrates, Canada has the faster pace of wage growth. 

5. Unemployment rates 

The US has a lower unemployment rate than Canada using StatsCan’s reconciliation of the concepts to the US methodology 

(chart 6). The Canadian unemployment rate is about a full percentage point higher than the US which is meaningful. That said, 

Canada’s rate never soared to the same degree as it did in the US as Canada’s job market has been more stable and resilient 

throughout the entire past decade. 

6. Labour force participation rates 

Canada nevertheless has a higher rate of labour force participation than the US using StatsCan’s reconciliation of the concepts to 

the US methodology. Canada’s participation rate is about 65 ½% which is over two points higher than the US. The comparison of 

the unadjusted series is in chart 7. Furthermore, Canada’s participation rate never went through anything like the massive hit the 

US incurred following the global financial crisis. 
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In conclusion, I still maintain that Canada’s economy has been shedding some weakening signs of late such as a pair of jobs 

reports, weak Q3 GDP growth and comparably weak tracking into Q4, cyclically high inventories to sales at manufacturers and 

wholesalers (much like the US), weak trend business investment, a softening trend in export volumes, softening housing starts, 

and trend softness in consumer spending. These observations should not be dismissed by Canada bulls especially in the context 

of the outlook for appropriate monetary and fiscal policy. They owe themselves significantly to the turmoil brought upon the world 

economy by the US administration’s isolationism and protectionist policies. Bright spots have recently been limited to home 

resales. On net, such evidence points to well below potential growth in the coming months. That said, when it comes to assessing 

which country has had the strongest job growth since the US election and who has the stronger overall labour market since the US 

political rhetoric began heating up after the November 2016 election, a cross-section of evidence hands the first place trophy to 

Canada. 

 

 

  

 

Source: Bloomberg. All quotes reflect Bloomberg data as at the time of publishing. While this source is believed to be reliable, Scotiabank cannot guarantee its accuracy. 
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