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Employment: How slow is slow enough?

by Avery Shenfeld avery.shenfeld@cibc.com 

Despite being supported by an army of PhD economists, Fed 
Chair Jay Powell seems as confused as we’ve been about the 
economic state of the union. But one thing is clear: the jobs data 
over the next few months, including the week ahead’s tally for 
July, are going be decisive in setting market and central bank 
views on where we’re headed.

We’re going to need a cooler US labour market to contain 
inflation, as evidenced by yet another brisk climb in 
employment costs in the second quarter. But how slow is slow 
enough?

On that score, there’s a wide gulf among the most pre-
eminent names in the economics community. Former IMF 
chief economist Olivier Blanchard has argued that the non-
inflationary or “natural” unemployment rate has moved up to 
4.9%, which suggests the need for at least a mild recession. 
Former Treasury Secretary Larry Summers, using rules of thumb 
on the unemployment-inflation relationship from past cycles, 
sees the need for two years with a 7.5% unemployment rate to 
get inflation to target. If they’re right, unlike what the market is 
now thinking, the Fed can’t quickly back away from a tightening 
path on the first signs of a labour market slump.

But there are equally eminent economists, among them former 
Fed Governor Alan Blinder and Paul Krugman, who urge the 
Fed to tread more carefully from here, and don’t see a recession 
or a huge increase in joblessness as a necessary condition for 
tumbling inflation. They see reasons to believe that what it took 
to unwind the last big inflation in the early 1980s, isn’t a reliable 
guide for this cycle.

Of course, there’s a saying that “this time is different” are the 
most dangerous words in economics. But different than when? 
Some point to the inflation spike right after the end of WWII, 
which has similarities to the post-Covid spike, with both seeing 
a sudden reopening in private sector demand, and disrupted 
global production; inflation was vanquished without a recession 
in that post-war period. 

There are also some huge differences in the source of today’s 
inflation versus the early 1980s, and the degree to which it’s 
imbedded in long term expectations. There are countries that 
don’t have overheated demand that are also experiencing 
elevated inflation, evidence that factors beyond an overly tight 
labour market are at play. If so, a reversal or at least a levelling 
off in those factors, as we might already be seeing in oil and 
food commodities, and in some encouraging words about auto 
supply for example, could, as Blinder argues, do the heaviest 
lifting in the inflation deceleration. If faster wage growth is 
reflecting employers’ current ability to pass on costs in prices, a 
slower inflation track would also help cool compensation gains.

That’s not to say that we don’t need a material slowdown in 
hiring in both the US and Canada if inflation is to come under 
control. But it would mean that a few decimal points, not a few 
percentage points, on the unemployment rate might do the 
trick. 

There are hints that we might see such a turn soon in the US, 
with the confidence surveys reporting less job availability, and 
the household survey numbers not seeing the same uptrend 
as payrolls. Jobless claims have also trended higher in both 
raw and seaonally adjusted terms in the latest months. In the 
casino game known as “guess the next US payrolls number”, 
these signals are enough to have us on the low side of the July 
consensus. But our tally of a bit under 200K is still about twice 
what we’ll need to average for a while to open up a bit of slack 
in the labour market. Slower, but not yet slow enough.

In Canada, even including June’s employment dip, we’ve had 
a lot of hiring relative to GDP performance in the past year or 
so, and that might also auger for smaller job gains ahead. As 
in the US, less hiring, but not mass firing, is what we’ll need to 
see if we’re going to avoid the shoals of recession or excessive 
inflation. 
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Week Ahead Calendar And Forecast—Canada
H, M, L = High, Medium or Low Priority 
SAAR = Seasonally Adjusted Annual Rate 
Consensus Source: Bloomberg 

Date Time Economic Releases, Auctions and Speakers Month Priority CIBC Consensus Prior
Monday, August 1 - Markets Closed (Civic Holiday) - - - - -
Tuesday, August 2 - AUCTION: 3-M BILLS $9.2B, 6-M BILLS $3.4B, 1-YR 

BILLS $3.4B
- - - - -

Wednesday, August 3 - - - - - - -
Thursday, August 4 - AUCTION: 10-YR CANADAS $3B - - - - -
Thursday, August 4 8:30 AM BUILDING PERMITS M/M (Jun) (M) - -2.0% 2.3%
Thursday, August 4 8:30 AM MERCHANDISE TRADE BALANCE (Jun) (H) $4.4B $4.99B $5.32B
Friday, August 5 8:30 AM EMPLOYMENT CHANGE (Jul) (H) 15.0K 18.1K -43.2K
Friday, August 5 8:30 AM UNEMPLOYMENT RATE (Jul) (H) 5.0% 5.0% 4.9%
Friday, August 5 10:00 AM IVEY PMI (Jul) (L) - - 62.2

Week Ahead Calendar And Forecast—United States
H, M, L = High, Medium or Low Priority 
SAAR = Seasonally Adjusted Annual Rate 
Consensus Source: Bloomberg 

Date Time Economic Releases, Auctions and Speakers Month Priority CIBC Consensus Prior
Monday, August 1 10:00 AM ISM - MANUFACTURING (Jul) (H) 51.8 52.1 53.0
Monday, August 1 10:00 AM CONSTRUCTION SPENDING M/M (Jun) (M) - 0.2% -0.1%
Tuesday, August 2 10:00 AM JOLTS Job Openings (Jun) - - 10994K 11254K
Tuesday, August 2 - NEW VEHICLE SALES (Jul) (M) - 13.5M 13.0M
Tuesday, August 2 10:00 AM Speaker: Charles L. Evans (President, Chicago) 

(Non-Voter)
- - - - -

Tuesday, August 2 6:45 PM Speaker: James Bullard (President, St Louis) (Voter) - - - - -
Wednesday, August 3 7:00 AM MBA-APPLICATIONS (Jul 29) (L) - - -1.8%
Wednesday, August 3 10:00 AM FACTORY ORDERS M/M (Jun) (M) 1.2% 0.9% 1.6%
Wednesday, August 3 10:00 AM ISM - SERVICES (Jul) (M) 54.5 53.9 55.3
Thursday, August 4 8:30 AM INITIAL CLAIMS (Jul 30) (M) - - 256K
Thursday, August 4 8:30 AM CONTINUING CLAIMS (Jul 23) (L) - - 1359K
Thursday, August 4 8:30 AM GOODS & SERVICES TRADE BALANCE (Jun) (H) -$79.4B -$81.5B -$85.5B
Thursday, August 4 12:00 PM Speaker: Loretta Mester (President, Cleveland) 

(Voter)
- - - - -

Friday, August 5 8:30 AM NON-FARM PAYROLLS (Jul) (H) 180K 250K 372K
Friday, August 5 8:30 AM UNEMPLOYMENT RATE (Jul) (H) 3.6% 3.6% 3.6%
Friday, August 5 8:30 AM AVERAGE HOURLY EARNINGS ALL EMPLOYEES 

M/M
(Jul) (H) 0.3% 0.3% 0.3%

Friday, August 5 8:30 AM AVERAGE WEEKLY HOURS ALL EMPLOYEES (Jul) (H) - 34.5 34.5
Friday, August 5 8:30 AM MANUFACTURING PAYROLLS (Jul) (H) - 15K 29K
Friday, August 5 3:00 PM CONSUMER CREDIT (Jun) (L) - $25.0B $22.3B
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Week Ahead’s market call
by Avery Shenfeld  

In the US, markets will be hanging in suspense as we await Friday’s payrolls report, since the jobs trend has 
been one key reason why no serious economists have defined the first half GDP decline as a recession. We’re 
below consensus in looking for the net hiring pace to be cut in half from what we saw for June, since even if 
GDP sees growth in Q3, we’re due for some softer employment figures to better align payrolls with measures 
of output. Average hourly earnings aren’t yet likely to decelerate further while the labour market is still so 
tight. Both the manufacturing and services ISM figures should head lower, which again would be more about 
aligning them to what’s already happened to growth indicators than a signal of worse times ahead.

In Canada, the employment figures rest on a more volatile household survey, and June’s deep dive should 
be somewhat offset by a return to positive net hiring in July. But we’re not looking for a full recouping of the 
June drop, and a rebound in participation could see the jobless rate move up a tick. Canada’s June goods 
trade balance will remain solidly in the black, but the softening we’ve seen in commodity prices of late, and 
the acceleration in Canadians travelling abroad, point to a softer overall nominal goods and services balance 
ahead.



Week Ahead’s key Canadian number: 
Labour force survey—July
(Friday, 8:30 am)

Andrew Grantham andrew.grantham@cibc.com 

Variable CIBC Mkt Prior

Employment (m/m) 15.0K 18.1K -43.2K

Unemployment rate 5.0% 5.0% 4.9%

Chart: Canadian employment

Source: Statistics Canada, Haver Analytics, CIBC

Employment took an unexpected step back in June, but with 
that largely reflecting a decline in labour force participation the 
unemployment rate still managed to reach another record low. 
With signs that the economy is starting to slow, any rebound 
in staffing levels during July is expected to be only modest and 
below the pace of population growth. As such, the 15K gain 
in jobs we expect would be consistent with a tick up in the 
unemployment rate to 5.0%. Any further acceleration in wage 
growth should be more modest than the sharp uptick seen in 
the prior month.

Forecast implications — While the supply of labour appeared 
to be a primary factor behind the last month’s weakness, this 
time around a muted rebound is expected to be the result of 
weakening demand for staff particularly in areas such as real 
estate and construction which are being hit hardest by the rapid 
climb in interest rates.

Other Canadian releases: 
Merchandise trade—June
(Thursday, 8:30 am)

Canada’s trade surplus widened sharply in May, due to a 
combination of higher energy prices, strong overseas demand 
for non-Russian commodities and a surprising decline in 
imports. While energy exports likely stayed close to their highs, 
with prices edging a little higher but volumes down, a rebound 
in imports will likely see the trade surplus narrow somewhat. 
We expect a surplus of $4.4bn, from $5.3bn in the prior month.
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Week Ahead’s key US number: 
Employment situation—July
(Friday, 8:30 am)

Katherine Judge katherine.judge@cibc.com 

Chart: US payroll employment
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The outperformance in the labor market relative to GDP 
growth in the US was highlighted again in the Q2 GDP report, 
suggesting that recent gains in payrolls may be overstated. We 
therefore expect a slowdown in hiring to a 180K pace in July. 
That’s also consistent with the data on jobless claims, which 
were rising into the reference week in both non-adjusted and 
seasonally-adjusted terms, as well as the underperformance in 
the household survey. 

The jobs gained in July could reflect further growth in the leisure 
and hospitality sector in particular, which more than accounts 
for the 524K deficit in payrolls relative to pre-pandemic levels, 
against a slowdown in interest-sensitive and goods-producing 
sectors that have seen demand wane. That would leave the 
unemployment rate unchanged at 3.6%, while wage growth 
likely continued at a 0.3% pace.

Forecast implications — We expect slower employment growth 
to continue ahead as the cautiousness in business investment 
and weakening in demand in interest-sensitive areas translates 
into the labor market. A cooling in hiring is a precursor for the 
Fed to slow the pace of rate hikes, and if sustained in August, 
that could portend a 50bps hike at the September FOMC. 

Market impact — We’re below the consensus which could be 
negative for the USD and see bond yields fall.

Other US Releases: 
ISM Manufacturing—July
(Monday, 10:00 am)

Global manufacturing prospects have deteriorated lately with 
the slowdown in growth as real household incomes are under 
pressure due to higher prices. That sets the stage for another 
potential drop in the ISM’s manufacturing index in July, to 51.8, 
also driven by a further alleviation of supply chain bottlenecks 
which could lower the component tracking supplier delivery 
delays. 

Variable CIBC Mkt Prior

Employment (m/m) 180K 250K 372K

Unemployment rate 3.6% 3.6% 3.6%

Avg hourly earnings (m/m) 0.3% 0.3% 0.3%

The Week Ahead | 5CIBC Capital Markets

mailto:katherine.judge%40cibc.com?subject=


Contacts:

Avery Shenfeld
416 594-7356
avery.shenfeld@cibc.com

Benjamin Tal
416 956-3698
benjamin.tal@cibc.com

Andrew Grantham
416 956-3219
andrew.grantham@cibc.com

Karyne Charbonneau
613 552-1341
karyne.charbonneau@cibc.com 

Katherine Judge
416 956-6527
katherine.judge@cibc.com

CIBC Capital Markets
PO Box 500 
161 Bay Street, Brookfield Place 
Toronto, Canada, M5J 2S8  
Bloomberg @ CIBC  

economics.cibccm.com

CIBC World Markets Inc., CIBC World Markets Corp., CIBC World Markets Plc., CIBC Australia Limited and certain other corporate banking and capital markets activities of Canadian Imperial Bank of Commerce operate 
under the brand name CIBC Capital Markets.

This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto Stock Exchange, the TSX Venture 
Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the Financial Services Authority, and (c) in Australia, CIBC Australia Limited, 
a member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors 
(“MII”) (as such term is defined in SEC Rule 15a-6) or (ii) CIBC World Markets Corp., a member of the Financial Industry Regulatory Authority. U.S. MIIs receiving this report from CIBC World Markets Inc. (the Canadian 
broker-dealer) are required to effect transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to buy or sell any securities 
discussed herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein are not intended for the use of private investors in the 
United Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World Markets plc. The comments and views expressed in this document are meant for the 
general interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis of any information contained 
in this report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial circumstances. CIBC suggests that, prior to acting on any 
information contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances. Since the levels and bases of taxation can change, any reference in this report to the 
impact of taxation should not be construed as offering tax advice; as with any transaction having potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of 
future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they should not be relied upon as 
such. All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice. This report may provide addresses of, or contain hyperlinks to, Internet 
web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof. Each such address or hyperlink is provided solely for the recipient’s convenience and 
information, and the content of linked third-party web sites is not in any way incorporated into this document. Recipients who choose to access such third-party web sites or follow such hyperlinks do so at their own 
risk.

© 2022 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited by law and may result in 
prosecution. 

The CIBC logo and “CIBC Capital Markets” are trademarks of CIBC, used under license..

CIBC Capital Markets The Week Ahead | 6

tel:4165947356
mailto:avery.shenfeld%40cibc.com?subject=
tel:4165947356
mailto:benjamin.tal%40cibc.com?subject=
tel:4169563219
mailto:andrew.grantham%40cibc.com?subject=
tel:6135521341
mailto:karyne.charbonneau%40cibc.com?subject=
tel:4169566527
mailto:katherine.judge%40cibc.com?subject=
https://www.bloomberg.com/quote/CM:CN
http://economics.cibccm.com




Accessibility Report





		Filename: 

		WA2022-0729.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

