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Canadian Jobs Say Cut To The BoC  

 Canada’s job market is turning downward… 

 ...with the second straight disappointment 

 Details were weak across the board 

 Okun’s Law suggests the earlier jobs overshoot is unwinding 

 Quebec’s power outage might have contributed… 

 ...but nowhere near enough to dismiss overall softness 

 Why wage growth is likely to cool into 2020 

 CAD fell and Canadian short-rates outperformed the US 

 For the BoC, this is evidence that risks are hitting the consumer sector 

 Governor Poloz is officially stepping down… 

 ...and a search for his successor has been launched 

 

Canada, net change in employment SA (mm 000s) / UR (%), November: 

Actual:   -71.2 / 5.9   

Scotia:   0.0 / 5.6 

Consensus:  10 / 5.5 

Prior:   -1.8 / 5.5 
 

 Job growth disappointed for the second month in a row. At the margin, this is 

more convincing evidence that the job market has lost momentum. Overall 

details were weak across the board. The report reinforces our call for the 

Bank of Canada to cut rates in Q1. 

 Markets reacted swiftly. The Canadian dollar is the weakest of the major 

crosses to the USD in part due to the soft Canadian jobs report and in part 

due to the strong US payrolls report. CAD depreciated by about three 

quarters of a cent after both reports.  

 Our guidance that Canada’s front-end was more attractive relative to the US 

front-end was generously rewarded as Canada’s two year bond yield rallied 

by 3bps as the US two year yield climbed by about 4bps. Markets moved 

back toward pricing about one-in-three odds of a BoC rate cut by March after 

lowering the probability following Wednesday’s Bank of Canada statement. 

 What may magnify the jobs risk going forward is a combination of two factors. 

First, there was the debate all year about how job growth could be so strong 

against the backdrop of very weak trend GDP growth dating back to the final 

quarter of last year. Well now the chickens might be coming home to roost. 

Enter Okun’s “law” which isn’t really so much a law as a statistical observation 

(chart 1). Job growth may be in the early stages of mean reverting to prior 

softness in GDP growth. This could be a powerful effect going forward in that 

a) job growth could mean revert to restore the connection with prior weakness 

in GDP growth, and b) continued weak GDP growth could reinforce a soft jobs 

environment.  
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 Observe on the chart that the last time we saw quarterly tracking for job growth as weak as this quarter, the country had 

slipped into the 2009 recession. We are not forecasting recession. But the case for insurance cuts has clearly gone up. 

 Full-time jobs fell by 38,400 and part-time jobs were down by 32,800. 

 Payroll jobs bore the brunt of the adjustment and fell by 52,500. Self-employed jobs fell by 18,700 for the third strong decline 

in four months. 

 Private sector jobs fell by 50,200 with public sector jobs down by 2,300. 

 By sector, the breadth of the weakness was high. Goods producing industries shed 26,600 jobs led by a 27,500 drop in 

manufacturing jobs with an assist of -6,500 resource sector jobs. Construction sector jobs were up by 4,800 and little change 

in agricultural or utilities sector employment. 

 Within services, the 44,400 drop was driven by a few main contributors. Take out the 24,900 drop in public administration jobs 

that was mostly a transitory loss of the prior month’s election related hiring. But then consider an 11,000 drop in jobs within the 

accommodation and food services sector, 8,300 fewer information/culture/recreation jobs, 5,600 fewer jobs in transportation 

and warehousing and 3,300 fewer retail and wholesale sector jobs. Also consider that the only moderately bright spot was a 

7,700 rise in jobs within the business/building and other support services category. 

 Hours worked fell by 0.3% m/m. They’ve been quite weak for three months now including a small rise of 0.1% m/m in October 

and a 0.3% drop in September. Hours worked are tracing a 0.1% annualized dip in Q4, so essentially flat, after a nearly 

equally flat up-tick of 0.2% in Q3. Recall that GDP is an identity expressed as hours worked times labour productivity; ergo, 

stalled growth in hours worked is a reinforcing negative signal for GDP growth. In fact, hours worked suggests the economy 

has fully stalled out. 

 The unemployment rate increased from 5.5% to 5.9% for the highest reading since August of last year. That happened not 

only because of the job loss but also because the labour force was flat with no new entrants seeking employment as an 

additionally negative signal.  

 By province, Quebec dropped 45,100 jobs and each of BC and Alberta shed an identical 18,200 jobs. Jobs were up in Ontario 

by 15,400. Employment was little changed elsewhere. 

 The Quebec job loss was fairly widespread across sectors and might have been partly driven by the power outage at the start 

of November that followed a wind storm. On Friday November 1st, about one million Quebeckers were without power. 

Restoration efforts quickly restored power to most people by the Monday or Tuesday thereafter. Nevertheless, it might have 

taken some time to get back to normal afterward. Also consider that hiring activity between reference periods over the back 

half of October would not have been affected, and it’s curious that construction sector jobs in Quebec were up if the power 

outage theory is legit. Overall, this point is worth a caution on the Quebec number but I don’t think it’s a reason to dismiss the 

overall weakness of the jobs report partly because of the Quebec arguments just given and also because of weakness in 

western Canada. 

 By age, the 15–24 youth category lost 6,700 jobs as the bulk of the jobs lost were across older workers and split between men 

aged 25+ (-36,900) and women (-27,600). 

 The measure of wage growth in this report is not the one used by the Bank of Canada. Nevertheless, wage growth for 

permanent workers (which used to be the BoC’s preferred gauge) increased a tick to 4.4% y/y. A lot of this is avbout year-ago 

base effects coming off of the bottom in wage growth late last year. The month-ago seasonally adjusted wage figures are 

tracking at about half the annual pace over the past couple of months. As the year-ago base effect shifts into 2020, it will drag 

wage growth lower in year-ago terms. This counsels caution toward getting carried away with four-handled wage growth as 

2020 is likely to see the downward slope of the multi-year oscillating pattern return. See chart 2. 

 Separately, Governor Poloz announced he is stepping down as Governor at the end of his term next June (here). The BoC 

guides that his successor will be announced by Spring which technically starts on March 19th. Most of the speculation 

surrounding a possible successor is focused upon a contest between Senior Deputy Governor Carolyn Wilkins who would be 

the first female head of the central bank and Jean Boivin who would be the first francophone head of the central bank and 

offers a background at the Department of Finance, Bank of Canada and private sector experience.  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.bankofcanada.ca/2019/12/bank-canada-governor-stephen-s-poloz-step-down-june-2020/


December 6, 2019 

GLOBAL ECONOMICS 

|  SCOTIA FLASH 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have 

been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or 

completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct 

or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading 

strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a 

recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 

23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed 

as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may 

engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or 

disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel 

Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank 

Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of 

the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is 

authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK 

Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential 

Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available 

from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct 

Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by 

the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

