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Chart1

Canadian Jobs Break Down

Province m/m
Ontario -66.5k
Nova Scotia +0.5k
Prince Edward Island +0.6k
Manitoba +1.0k
New Brunswick +2.1k
British Columbia +3.5k
Quebec +3.7k
Newfoundland & Labrador +3.8k
Saskatchewan +6.1k
Alberta +20.3k
Employment Type m/m
Full Time +44.9k
Part Time -69.7k
Public Sector +13.3k
Private Sector -52.0k
Self Employed +14.0k
Sources: Scotiabank Economics, Statistics Canada.
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Canadian Jobs - Full Time Vs Part Time
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Sources: Scotiabank Economics, Statistics Canada.

Why Canada’s Jobs Report Didn’t Matter

e Canada posted the first monthly job loss since August

e  Weather and sickies might have been the culprits

e  Details were mixed: full-time up, UR down...

e ..aswage growth decelerated...

e ..but expanding hours worked lean toward recovering GDP into Q1
e  Markets ignored the mixed readings. So will the BoC.

Canada lost jobs last month and markets couldn’t have cared less. Heartless? Not really,
it's a rational response to a dog’s breakfast of data and shaky underlying drivers. Chart 1
shows some summary stats to get us started.

First the sticker shock was a drop of 24.8k jobs in January. You would think that would
skunk CAD and send traders scurrying to buy short-dated bonds. Nope. Canada’s 2-year
yield is unchanged and the Canadian dollar slightly appreciated.

Why? Could it be that folks rationally understand that the Bank of Canada is more focused
upon a broad set of supply and demand drivers of the inflation outlook with a high bar set
against doing much of anything for a while? Could it be that markets understand this is a
noisy survey? Gosh, perhaps there’s hope after all.

As for other reasons to discount the headline job loss, there are a few.

An obvious starting point is that it’s just one month along a bullish jobs trend. Canada is
still up 165k jobs since August when the gains started, of which 172k full-time job creation
dominated and part-time jobs fell by 7.3k.

For another, the employment drop was due to part-time jobs (-69.7k) as full-time jobs
were up 44.9k (chart 2). No job loss would be preferred, but if you have to lose any, then a
large full-time gain is a very welcome antidote. Full-time job holders are more likely to
drive stronger economic activity with more attachment to the workforce.

For another, the unemployment rate fell three-tenths to 6.5% which is the lowest since
September 2024. The labour market appeared to tighten. Having said that, the only
reason the UR fell was because 119k folks left the labour force as an offset to the 24.8k job
loss. That’s the biggest drop in the labour force since January 2021.

Weather and sickies may have explained weakness perhaps in both the jobs tally and the
labour force exits. Charts 3 and 4 show lost hours due to bad weather and lost hours due
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to sickness. This has been a bad flu/cold season and Chart5

an awful winter even by Canadian standards. That

Canadian Job Losers Composition

could reasonably have impacted the ability to enter 200 [ in000s,5A in000s,SA 7 140
the workforce, weighed on total hours worked, and 4,55 120
particularly impacted part-time workers who are less 100
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There is also the statistical noise consideration. We  Sources:Scotiabank Economics, Statistics Canada
couldn’t credibly dismiss the job gains in September, Haver
October and November as driven by noise since the Chart7

gains during those months were within the 95%

Job Growth in Canadian Provinces

confidence bands for the survey sample (chart 6). 60  m/m changein 000s, SA
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It was all about Ontario this month. Chart 7 shows =QC =mON mMB
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Add reason to doubt the job loss is my simple Chart9

disbelief that education sector jobs suddenly

became among the riskiest to hold. Educational 15
services jobs fell by 24k in January. Let’s see, heavily
funded by public money, and unionized. Right. |

CA Total Hours Worked
- m/m %, SAAR

suspect survey answers during sickness and 5
weather in the reference week alongside statistical 0
noise may have explained that one. =

Wage growth has sharply slowed (chart 8). Average 4
hourly earnings of permanent employees fell by
—0.5% m/m at a seasonally adjusted and annualized

rate (SAAR) after a 0.8% prior gain and a 4.2% drop 20
before that. That makes for a =1.3% m/m SAAR
three-month moving average, but it's off of a quirky
12.7% m/m SAAR gain in the month of October so
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Chart 6
A Wildly Noise StatCan Jobs Report
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Chart 8
Canadian Hourly Wages
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Chart 10

Canada Total Hours Worked
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colour me sceptical. Further, wage settlements remain high over the 3-4 year contract periods that lean toward sustained future trend wage

gains. And productivity remains weak which mitigates any overreaction to recently softening wage growth.

Hours worked were up by 0.6% m/m SA in January (chart 9). That’s massive. In fact, it's the biggest gain since last January. The result

translates into a 2.3% g/q SAAR gain in hours worked during Q1 (chart 10). Both January’s gain and the Q1 tracking buoy GDP expectations

Global Economics



Scotiabank.

SCOTIA FLASH

since GDP is defined as hours worked times labour ~ Chart 11

productivity. We can’t observe the latter, but the Comparing CA LFS NSA for All Months
jump in hours worked leans toward expectations for of January
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expectations). -100

Seasonal adjustment factors tamped down the 200 |
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and there remains plausible reason to think that the
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pandemic era messed up seasonality of a broad set

of data readings in multiple economies.

As for sectors, chart 13 shows the ups and downs for chart 13

job growth by industry. Manufacturing took it on the January Changes in Canadian Employment

chin this time along with the education sector that Levels by Sector
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Business Support Services
Chart 14 shows the slightly declining trend in the Agriculture
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Health Care & Social Serv
Utilities
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labour force participation rate. On the heels of
Macklem’s supply-and-demand primer speech
yesterday, it bears noting that if the demand for

labour weakens, we need to consider the supply side 6| wining, & Forestry
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along with it. Tighter immigration policy may be
driving the monthly breakeven rate in Canadian jobs
(that leaves the UR tight) closer to zero.
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the sense that job growth and income growth are
Sources: Scotiabank Economics, Statistics Canada.

needed to support consumption growth. Stay tuned.
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Chart 12
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