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Canadian Employment in January:
Job Growth Slows

M/M chg, 000s Sep Oct Nov Dec Jan
Employment 54.2 -52.7 -5.5 21.7 2.3
Full-time 59.5 -76.3 51.8 -21.7 -3.6
Part-time -5.4 23.5 -57.1 43.3 5.9
Paid workers 13.1 -30.4 21.5 -8.7 39.3
Private -18.7 -18.4 17.6 4.8 19.7
Public 31.8 -12.0 3.9 -13.5 19.6
Self-employed 41.1 -22.4 -26.9 30.4 -37.0
Part. Rate (%0) 66.8 66.6 66.6 66.7 66.7
Unemp. Rate (%) 7.2 7.4 7.5 7.5 7.6
Avg. Hourly Earnings, perm. workers (y/y %) 1.6% 1.3% 2.6% 2.4% 2.2%

For Canadians in January, searching for work proved to be a difficult task. A massive exodus of self-
employed workers was barely offset by new positions created in the public and private sectors, leaving
Canadian employment little changed in January. The month’s 2.3K increase in positions was a
disappointment for markets that had hoped for a print nearly ten times that size, particularly after months of
surprisingly weak hiring. Today’s data suggest that a turnaround in the softer labour market is still far away,
and with the jobless rate increasing by a tick to 7.6%, Canada’s labour market is exhibiting a clear trend of
increasing slack.

The 39K increase in paid employment can be seen as a bit of silver lining in an otherwise weak report.
Workers in the self-employed category tend to be lower paid and have less stable income streams than their
salaried/wage earning counterparts. But we can’t get too excited by the gain in “paid” work this month.
January’s increase in paid hiring offset weakness in the prior month, when salaried/wage work fell by 9K,
and the broader trend points to a middling 5K average monthly pace in the last six months.

Full-time positions (-4K) were lost at the expense of part time work (+6K), one factor denting the quality of
employment, as measured by CIBC’s Employment Quality Index. That measure continues to trend below its
year-ago level, and will likely remain under downward pressure given expectations for downshifting
construction and public-sector employment through 2012.

Looking at the industry-level breakdown of employment, the goods sector was the big winner, with a 9K
boost to headcounts. Increasing utilities and factory employment led the charge, with non-durable
manufacturing account for the latter’s gains. While it's true that increased US car sales have been supporting
auto plant activity in Canada lately, the factory job gains in January were actually led by the non-durables
sector, suggesting that the driver for the factory hiring was due to strength elsewhere.



e Services positions were down by 7K, with a sharp plunge in professional, scientific and technical services—a
category encompassing lawyers, accountants, engineers and researchers. However, that's just a blip in that
series that otherwise has been one of the strongest sectors of hiring though the recovery. One of the most
marked trends seen in the industry-level data is the clear and smooth decline of workers in the finance,
insurance and real estate category. Ranks were down by 23K in January, only adding to weakness clearly
seen since the fall. In the past six months 73K positions have been eliminated in the ‘finance, insurance and
real estate’ sector, the biggest loss in any single sector of employment.

e Wage growth decelerated to a 2.2% annual pace in January, pointing to limited inflationary pressure.

e Saskatchewan registered the strongest percentage employment gain in January, with Québec close behind—
breaking that province’s recent streak of job losses. The more reliable year-on-year figures show the fastest
employment growth in Alberta, with employment there rising by 3.9% year on year.

Implications & Actions

Re: Economic Forecast — With shockwaves from the eurozone and uncertainties over US growth denting
Canadian businesses outlooks, hiring has measurably slowed in recent months. The current pace of hiring is
consistent with tepid economic activity, in line with out forecast for Q1 GDP growth to come in no better than
2%. Some signs of an improved pace of demand in the US and steps towards progress in the eurozone could
support business confidence and stoke domestic hiring in the months ahead, although a continued pull-back in
public-sector job creation will weigh on employment activity.

Re: Markets — The weaker than consensus print dented the C$ and lifted fixed-income, although an
encouraging payrolls figure from the US shifted market tone later in the morning.
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