ECONOMICS & STRATEGY

http://research.cibcwm.com/res/Eco/EcoResearch.html

Economic Flash!

June 5, 2009

Krishen Rangasamy (416) 956-3219

Canadian Employment Report: Reality Check

M/M chg, 000s Jan Feb Mar Apr May
Employment -129.0 -82.6 -61.3 35.9 -41.8
Full-time -113.9 -110.9 -79.5 39.4 -58.7
Part-time -15.1 28.3 18.2 -3.6 17.0
Paid workers -143.2 -54.6 -66.5 -1.1 -9.8
Private -101.2 -30.4 -67.8 -10.4 -36.5
Public -42.0 -24.2 1.3 9.3 26.7
Self-employed 14.2 -28.0 5.2 37.0 -32.0
Part. Rate (%) 67.4 67.4 67.3 67.4 67.5
Unemp. Rate (%) 7.2 7.7 8.0 8.0 8.4
Avg. Hourly Earnings, perm. workers (y/y %) 4.7 3.9 4.1 4.3 3.2

While optimism is good, it doesn’t pay the bills. Jobs do, and there were a lot fewer of those in May with the
downsized auto sector wreaking havoc through Canada’s already weak labour market, and providing
markets with a reality check. The 42,000 net loss of jobs in May was near consensus expectations, but the
unexpected rise in the participation rate meant that the unemployment rate soared to an 11-year high of
8.4%. While the worst is now behind us, the economy is still fragile. We expect labour market weakness to
continue in the coming months, with the unemployment rate continuing to creep up, albeit at a slower
pace.

Given the wide statistical bands around the survey numbers, a more accurate picture of the labour market is
obtained by looking at a longer stretch of time. Since November, Canada has seen a net loss of 363,000
jobs, with the vast majority in the private sector and in full-time positions. The global recession and the
housing slowdown have weighed heavily on manufacturing (-186K) and construction (-110K) respectively.

For evidence of a turn in the economy, we look at the business sector, and the latter has now shed jobs for
the seventh consecutive month. It's difficult to see an improvement on that score in the next few
months, especially in the manufacturing sector, with the US recession, auto sector restructuring
and the strong loonie, providing a lethal combination for employment in that sector. Other cyclical
industries like construction and resources were also trimming payrolls in May. The services sector added jobs
for the second month running, but the sector still has 41,000 fewer positions than in October.

Given the slack in the labour market, the year-on-year wage rate growth has now dropped to a two-year
low at merely 3.2%, although that series can be choppy.

Not surprisingly, given the announcements of layoffs and plant closures in the auto sector, Ontario took
the brunt of the hit with the 60,000 purge in jobs taking the province’s unemployment rate to a



15-year high of 9.4%. Newfoundland and Labrador was the only other province shedding jobs in May,
while all other provinces saw some small net additions of jobs in the month.

Implications & Actions

Re: Economic Forecast — Until there is clear evidence of a pickup in demand and an increase in corporate
profits, employers are unlikely to take risks by adding significantly to headcount. For now, expect more pink slips
to be handed out, especially in a downsized manufacturing sector.

Re: Markets — The higher-than-expected unemployment rate supported a brief rally in the bond market but
that quickly fizzled out. Currency markets were unmoved by the report.

Conflicts of Interest: CIBC World Markets’ analysts and economists are compensated from revenues generated by various CIBC World Markets businesses, including CIBC
World Markets’ Investment Banking Department. CIBC World Markets may have a long or short position or deal as principal in the securities discussed herein, related securities
or in options, futures or other derivative instruments based thereon. The reader should not rely solely on this report in evaluating whether or not to buy or sell the securities of
the subject company.

Legal Matters: This report is issued and approved for distribution by (i) in Canada by CIBC World Markets Inc., a member of the IDA and CIPF, (ii) in the UK, CIBC World
Markets plc, which is regulated by the FSA, and (iii) in Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC
(collectively, “CIBC World Markets”). This report is distributed in the Unites States by CIBC World Markets Inc. and has not been reviewed or approved by CIBC World Markets
Corp., a member of the New York Stock Exchange ("NYSE"), NASD and SIPC. This report is intended for distribution in the United States only to Major Institutional Investors (as
such term is defined in SEC 15a-6 and Section 15 of the Securities Exchange Act of 1934, as amended) and is not intended for the use of any person or entity that is not a major
institutional investor. Major Institutional Investors receiving this report should effect transactions in securities discussed in the report through CIBC World Markets Corp. This
report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets 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 clients of CIBC World Markets
Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets Inc. 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 World Markets Inc. 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 judgements as of the date of this report and are subject to change without
notice.

Although each company issuing this report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce (“CIBC"), each is solely responsible for its contractual
obligations and commitments, and any securities products offered or recommended to or purchased or sold in any client accounts (i) will not be insured by the Federal Deposit
Insurance Corporation (“FDIC"), the Canada Deposit Insurance Corporation or other similar deposit insurance, (i) will not be deposits or other obligations of CIBC, (iii) will not
be endorsed or guaranteed by CIBC, and (iv) will be subject to investment risks, including possible loss of the principal invested. The CIBC trademark is used under license.

(c) 2009 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.



