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Week in review 

Canada: Canadian employment increased 90K in April, a better 

performance than consensus expectations for a 20K increase. 
Meanwhile, the participation rate rose to 65.4% while population grew 
112K. As a result, the unemployment rate remained unchanged at 
6.1%, one tick lower than consensus expectations. The increase in 
employment is the result of a rise in both part-time (+50K) and full-time 
positions (+40K).  

The increase in employment stemmed mostly from the private sector 
(+50K). There were also gains in the public sector (+26K) and in the 
number of self-employed people (+15K). April’s variation in 
employment was positive in the services sector (+100K), while 
employment in goods (-10K) was down. On the goods side, increases 
in forestry (+8K) and manufacturing (+3K) were more than offset by 
declines in construction (-11K), agriculture (-5K) and utilities (-5K). On 
the services side, the largest gains were registered in 
professional/scientific services (+26K), accommodation/food services 
(+24K), health care/social assistance (+17K), information/culture 
(+10K) and business/building (+10K). Education (-5K), meanwhile, 
registered a small decline.  

Regionally, there were job gains in Ontario (+25K), British Columbia 
(+23K), Québec (+19K) and Alberta (+11K). Hours worked were up 
0.8% in April following a 0.3% decrease in March. Wage inflation was 
4.8% on a year-over-year basis in April (down from 5.0% in March). 

Canadian employment recorded its strongest increase in 15 months in 
April, widely surpassing consensus expectations. But the big surprise 
in this report was the demographic surge, as the population aged 15 
and over rose by 112K, the second-highest increase on record. It is 
therefore important to adjust our labour market evaluation standards in 
this highly atypical context. At the current rate of population growth, the 
labour market needs to generate 60K jobs to maintain the employment 
rate. By this criterion, job creation in April was good, but no more.  

 

Moreover, despite this seemingly exceptional gain, the unemployment 
rate remained essentially unchanged, meaning that the labour market 
did not tighten in April after cooling off since the start of the monetary 
tightening cycle (unemployment rate is up 1.3 percentage points (pp) 
since July 2022). For the time being, the easing of the labour market is 
characterized by the difficulty of individuals to enter the Canadian job 
market, as evidenced by the sharp rise in the unemployment rate for 
young people and recent immigrants. The deterioration is particularly 
acute in Toronto as shown by the unemployment rate reaching 7.9%, 
up 2.3 pp from recent trough. Back at the national level, the percentage 
of unemployed people finding work is currently at its lowest level in over 
a decade excluding the pandemic. For the time being, layoffs are 
limited, as the separation rate remains very low on a historical basis.  

 

As for the private sector rebound, we remain skeptical about its 
sustainability. Goods-producing industries posted contractions in April, 
which is not surprising given the labour hoarding that occurred in 2023 
in many of these sectors. With more than 50% of SMEs indicating that 
they are concerned about their sales, we doubt that there will be a 
sustained upturn in corporate hiring in the months ahead.  
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The Bank of Canada’s Financial Stability Report (FSR) for 2024, 
formerly known as the Financial System Review, serves as a 
comprehensive analysis of risks to the financial system and actions 
being taken to mitigate these risks. Far from being alarmist, the report 
released this week does acknowledge various factors that could have 
a negative bearing on financial stability. 

According to the FSR, the global economic and financial environment 
has improved, and this is helping manage adjustments to higher interest 
rates and volatility. Despite not having fully returned to pre-hike levels, 
bond market volatility and liquidity have improved, and corporate bond 
markets remain robust. Enhanced oversight and supervision of risky 
exposures have reduced the risk of destabilizing shocks. This said, 
uncertainty persists, particularly regarding geopolitical tensions and the 
timing and extent of potential interest rate cuts. 

The Canadian financial system is deemed resilient, with key players 
having adapted proactively to higher interest rates. Household credit 
demand has decreased, and excess liquid assets accumulated during 
the pandemic are being maintained. Variable-rate mortgage borrowers 
are making pre-emptive payments, while banks remain well-capitalized 
and have provisions for losses. Although wholesale funding costs are 
high, bank spreads have compressed, and asset managers have 
improved liquidity risk management. 

The report highlights two primary risks: debt serviceability and asset 
valuations. While households have adjusted to higher rates, some 
segments show signs of stress, particularly non-mortgage borrowers. 
Mortgage arrears remain low but could increase with gradual renewals, 
impacting debt service burdens. Asset valuations are stretched, posing 
risks, especially if interest rate expectations change or government 
debt issuance increases term premiums. Commercial real estate 
(CRE) valuations are under pressure and liquidity events could amplify 
stress on the financial system. 

 

In the report, the BoC emphasized the notion of financial system 
interconnectedness, whereby acute banking stress could affect healthy 
institutions and large-scale liquidity events could create broader stress. 
Debt serviceability is a key concern in a high-interest-rate environment, 
given Canada's high household indebtedness. While the FSR seems 
less alarmed about mortgage market conditions, non-mortgage credit 
trends are concerning. Asset valuations, particularly in equities and 
credit spreads, are lofty but not surprisingly so. 

Against this background, the FSR nonetheless underscored the system’s 
resilience, noting its capacity to manage elevated rates and market volatility. 
However, Canada's economy is struggling for traction, and maintaining 
overtly restrictive monetary policy could exacerbate financial system risks. 

Improved sentiment hinges on expectations of interest rate relief, supported 
by factors like a growing output gap and weakening labour market conditions. 

All in all, while risks persist, the financial system is deemed resilient, 
but ongoing vigilance and appropriate policy responses are necessary 
to navigate uncertainties and sustain stability. The report makes an 
argument for less restrictive monetary policy to support economic 
recovery while mitigating financial system vulnerabilities. 

United States: The University of Michigan Consumer Sentiment 

index tumbled from 77.2 in April to 67.4 in May, its lowest reading in 6 
months. The deterioration of sentiment was due to a worse assessment of 
both longer-term perspectives (from 76.0 to 66.5) and current conditions 
(from 79.0 to 68.8). Twelve-month inflation expectations rose from 3.2% to 
3.5%, while 5/10-year expectations increased from 3.0% to 3.1%. 

 

In the week to May 4, initial jobless claims sprang to an eight-month 
high of 231K from an upwardly revised level of 209K. Continuing 
claims, for their part, jumped from 1,765K to 1,785K. 

World: Eurozone retail sales surged 0.8% in March after declining 

0.3% the month before. Consensus expectations were for a 0.6% 
increase. This was their strongest advance in 18 months and the first 
time since September 2022 that retail sales progressed on an annual 
basis. A recovery in consumer spending is a welcome sign after a bout 
of economic weakness in the face of elevated interest rates. The 
improvement in retail spending should not necessarily delay potential 
action on the monetary policy front seeing how inflation has cooled and 
overall growth perspectives remain moderate. 
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What we’ll be watching   

In the U.S., the publication of April’s CPI report will attract a lot of 

attention. The energy component is likely to have had a positive impact 
on the headline index given the rise in gasoline prices during the month. 
This, combined with a decent gain in shelter costs, should result in a 
0.3% increase in headline prices. If we’re right, the year-on-year rate 
could move down one tick to 3.4%. The increase in core prices could 
have been similar in size to that of the headline index, as subdued 
gains in the core goods segment were likely more than offset by 
stronger progressions on the services side. A 0.3% monthly gain 
should allow the annual core rate to come down two ticks to 3.6%, its 
lowest level in three years.  April’s retail sales report will also be 
watched closely. Motor vehicles and parts dealers could have 
contributed positively to the headline figure judging by an increase in 
auto sales during the month, but this may have been partly offset by a 
steep decline in the non-store retailer category. All told, retail sales 
could have increased 0.3%. Ex-auto outlays could have been a tad 
weaker, advancing 0.2% month on month. Industrial production 
could have stayed virtually unchanged in April, hampered by a 
stagnation in the manufacturing segment. We’ll also get an update on 
the state of the housing market with the release of May’s NAHB Index 
and April’s housing starts. If recent data on residential permits is any 
guide, the latter could have jumped to 1,435K (seasonally adjusted and 
annualized), led by an increase in the multi-family segment. The first 
clues on the state of the manufacturing sector in May will be available 
with the publication of the Empire State Manufacturing Index and the 
Philly Fed Business Outlook Survey. The NFIB’s Small Business 
Optimism Index for the month of April will also be published. Several 
Fed officials are scheduled to give speeches, notably Neel Kashkari 
(Wednesday), Loretta Mester (Thursday) and Raphael Bostic 
(Thursday). More importantly, Fed Chairman Jerome Powell will 
speak on Tuesday at a special event organized by Netherland’s 
Foreign Bankers’ Association. 

  

In Canada, a housing market update will be provided with the 

release of April data on existing home sales and housing starts. 
Judging by residential permits data published up to now, the latter could 
have edged down to 240.0K (seasonally adjusted and annualized), led 
by a slight decline in the multi-family segment. The week will also 
feature the release of March’s manufacturing sales, which could have 
contracted 2.8% m/m on sizeable decreases for transportation 
equipment and petroleum/coal. March’s wholesale trade sales 
numbers will also be published alongside building permits data for the 
same month. 

 

Elsewhere in the world, the week will be highlighted by the 

release of Q1’s GDP data in Japan. March’s industrial production 
report will also be published in the eurozone. A host of April indicators 
will be available in China including industrial production, new home 
prices and the jobless rate. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Previous NBF forecasts

Wed: CPI (April, y/y/ chg.) 3.5% 3.4%

Core CPI (April, y/y/ chg.) 3.8% 3.6%

Retail sales (April, m/m chg.) 0.7% 0.3%

Ex-autos retail sales (April, m/m chg.)  1.1% 0.2%

Thur: Industrial production (April, m/m chg.) 0.4% 0.0%

Housing starts (April, saar) 1,321K 1,435K

Previous NBF forecasts

Wed: Manufacturing sales (March, m/m chg.) 0.7% -2.8%

Housing starts (April, saar) 242.2K 240.0K
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Economic Calendar – Canada & U.S. 
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Data Update – Table 1 
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Data Update – Table 2 
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and this Report is not for distribution to retail clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the 
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