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Cdn Jobs: Almost Normal, For a Change
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Canadian employment rose 15,400 in February, a “normal” result after the weird
and not-so-wonderful 88,000 plunge in the prior month (which included the largest
drop in part-time jobs in a month, ever, at -137,000). Given the recent wide and wild
swings in Canadian jobs, we would be extra careful about not reading too much into
the finer points, but the details of February’s report were mixed. Reversing some of
January’s outsized move, part-time jobs accounted for all of the gains (+54.7k),
while full-time suffered the first setback in six months (-39.3k), and most of the
gains were driven by public sector employment. As well, average wages eased to a
3.1% y/y pace, as expected, following the pop to 3.3% the prior month. On the
positive side of the ledger, the job growth was enough to cut the unemployment
rate a tick to 5.8%, bringing it back down to tied for the lowest in more than 40
years. Also, total hours worked were quite strong at +0.6% m/m, reversing a likesized drop in January. Summing it all up, our overall grade for this report was
50.55 --- in other words, about as close to neutral as one could possibly imagine for a
Canadian jobs report. (A grade of 50 represents an economy growing precisely in line
with its long-run trend.)
By industry: The big driver last month was a 50,300 jump in public sector jobs, with
notable strength in both health care & social services (+24.5k) and education
(+12.2k). On the downside, manufacturing fell a chunky 16,500 (although it is still
up a solid 71,100 or 4.2% from a year ago), while retail & wholesale trade was also
soft (-22k). Construction was dead calm at flat, and is still up 3.3% y/y. Natural
resources continue to show signs of a recovery, rising 7,600 and up 3.4% y/y. But,
overall, last month’s gains were very much a
service sector story.
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By region: The big story here was a solid 15,700
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(down a whopping 1.5 ppts in the past year). Of the
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five provinces that reported job losses last month,
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Sidebar: In a separate report this morning,
StatsCan revealed that manufacturing capacity
utilization rose to a very high 86.1% in Q4 ---
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the highest reading since the peak year of 2000. Alongside the lowest jobless rate in
decades, this is simply more evidence that the economy is operating at close to full
capacity, and a good reason for the BoC to maintain its tightening bias, even with all
of the swirling trade uncertainty. Tight capacity utilization with modest growth is
what you get when capex is weak.
Bottom Line: The spinning wheel landed on black this month, but the overall tone to
this report was neutral. The moderate rebound in growth was all in part-time jobs,
wages cooled, and the factory sector was weak, countering the good news from a
lower jobless rate and bounce-back in total hours worked. The main point is that the
underlying economy is continuing to grind along at a strong enough pace to eat into
capacity, and likely to keep the Bank preparing for further eventual interest rate
hikes…with the emphasis on eventual.
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