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Canadian employment (Mar): Solid, but narrow

by Andrew Grantham andrew.grantham@cibc.com

Labour force survey

(monthly change, thousands, unless otherwise noted) Nov Dec Jan Feb Mar
Employment 26.7 69.2 150.0 218 347
* Full-time 90.8 709 121.1 311 18.8
* Part-time -64.1 1.7 289 9.3 15.9
* Paid workers 0.7 69.4 146.2 30.6 38.0
* Private 0.8 99.2 1147 385 34.8
* Public -1.5 -29.8 315 -7.9 32
* Self-employed 273 -0.1 37 -8.9 -3.3
Participation rate (%) 65.3 65.4 65.7 65.7 65.6
Unemployment rate (%) 5.1 5.0 5.0 5.0 5.0
Avg. hourly earnings, perm. workers (yly %) 5.4% 4.7% 4.5% 5.4% 5.2%
Actual hours worked by industry (m/m %) 0.0% -0.1% 0.8% 0.6% 0.4%

Source: Statistics Canada

e The solid hiring to start 2023 continued in March, with a 35K increase in employment easily outstripping consensus
forecasts for a modest 7.5K gain. However, job gains were narrower by sector than they had been in prior months,
with the overall increase driven by strong hiring in only three areas (transportation, business services and finance).
Other sectors of the economy either saw little change in employment or outright declines, and as such today's data
are not quite as strong as they first appear. Still, the continued hiring, combined with low unemployment rate and
strong wage inflation, will likely see the Bank of Canada maintain a hiking bias as it holds rates steady next week, and
not hint at the cuts that have been priced into markets.

e Job increases were led by transportation & warehousing (+41K), business & support services (+31K) and finance
(+19K). In the case of transportation and business services, headcount remains below pre-pandemic peaks even
following the strong gains seen in the latest month. Of sectors posting a decline in employment during March, the
sharpest was a 19K drop in construction.

e The strength in employment also needs to be considered in the context of the rapid growth in population and the
labour force that we have witnessed since the start of the year. The aged 15+ population increased by more than 80K
in March, with that surge following already strong increases of 60K in each of the prior two months. A slight fall in
participation during the latest month meant that growth of the labour force (+21K) was weaker than that of the overall
population and resulted in the jobless rate holding steady at 5.0% for a fourth consecutive month.

e The percentage increase in hours worked (+0.4%) slightly outpaced the increase in employment (+0.2%), and could
reflect a continued easing of sickness-related absenteeism that had been elevated and hampering labour supply in
Q4 last year. That is a positive sign for monthly GDP, but also for an easing in some supply constraints that had
contributed to inflation. However, on a less positive note for inflation, wage growth remained too hot for comfort at
5.2% yly, despite posting a slight deceleration relative to the prior month.
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Implications & actions

Re: Economic forecast — While the Bank of Canada is widely expected to leave interest rates on hold next week,
continued employment growth, a low jobless rate and high wage inflation mean that policymakers are likely to maintain a
hiking bias within the statement rather than hint at the cuts that have been priced into financial markets. However, with
gains in employment appearing to be narrowing by sector, we still suspect that overall job gains will lag the rapid growth in
the population as 2023 progresses, seeing the unemployment rate rise modestly and wage inflation ease. That will keep
the Bank of Canada on hold this year, before allowing for rate cuts starting early in 2024.

Re: Markets — Bond yields were slightly higher after the data release, but there was litle movement in the C$ relative to
its US counterpart.
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