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Week in review 

CANADA: Employment increased 18K in October, below 
consensus expectations for a 25K increase. Meanwhile, the 
participation rate remained unchanged at 65.6%. As a result, the 
unemployment rate increased two ticks to 5.7%, one tick above 
consensus expectations.  

 

The increase in employment stemmed exclusively from part-time 
jobs (+21K), while full-time positions were down (-3K). Employment 
in the private sector was steady in the month (+0.2K), while it 
increased in the public (+19K) sector. Self-employment, 
meanwhile, was down slightly (-2K). October’s job increase came 
from both the services (+10K) and the goods sectors (+8K). On the 
services side, the largest increases were registered in 
information/culture (+21K), health care (+9K), public administration 
(+6K) and professional services (+5K). Meanwhile, there were 
declines in the trade (-22K), finance (-8K), accommodation/food 
services (-6K) and business services (-3K) sectors. On the goods 
side, the increase stemmed mainly from the construction (+23K) 
sector. Employment in agriculture also registered an increase 
(+4K), while headcounts in forestry/fishing/mining (+1K) were 
essentially unchanged. Meanwhile, employment in manufacturing 
(-19K) and utilities (-2K) was down. Regionally, there were job 
gains in Alberta (+38K), while employment was down in Québec  
(-22K), Ontario (-14K) and British Columbia (-4K). Hours worked 

were unchanged in October following a -0.2% decrease in 
September. Wage inflation was 5.0% on a year-over-year basis 
in October (down from 5.3% in September). 

While the population continues to grow at a breakneck pace, 
hiring simply isn't keeping up. As a result, the unemployment rate 
has been rising sharply since last April, and now stands at 5.7%. 
Since its cyclical low of 4.9%, the unemployment rate has thus 
risen by 8 tenths. Since the 1980s, an increase of this scale has not 
been seen outside of a recession and the bursting of the tech 
bubble in 2001. Extremely restrictive monetary policy has 
dampened demand to such an extent that companies no longer 
perceive a labour shortage, if various surveys are to be believed. 
This is reflected in private sector hiring, which has stagnated in 
recent months. The details of the report are not particularly 
reassuring, with the public sector being the only segment to 
generate jobs in October. Moreover, full-time employment is 
treading water, while hours worked are stagnating. Given the 
downward trend in profits in Canada over the last four quarters, 
and the gloomy sales outlook, it's a safe bet that the profitability 
issue is likely to push the unemployment rate even higher over the 
next 12 months. 

 

After standing still in July, real GDP remained essentially 
unchanged in August. Consensus expectations were calling for a 
0.1% increase. A 0.2% decrease in production in the goods-
producing industries was offset by a 0.1% increase on the services 
sector. On the goods side, declines in agriculture (-3.2%), utilities 
(-1.0%), and manufacturing (-0.6%) were only partially 
counterbalanced by a gain in the mining, quarrying, and oil and 
gas extraction industry (+1.2%). Output in construction, 
meanwhile, held level. On the services side, gains in wholesale 
trade (+3.2%), transportation (+0.8%), finance and insurance 
(+0.4%), and public administration (+0.2%) more than offset 
declines in retail trade (-0.7%) and management (-2.9%). Overall, 
the industrial diffusion was tepid, with only 8 of the 20 categories 
seeing an increase. Industrial production was flat in the month. 
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Finally, Statistics Canada’s preliminary estimate showed that 
GDP stayed put budge in September.  

 

Economic growth fell short of the consensus economist forecast 
for the fifth consecutive month in August. While there were some 
temporary factors to blame, such as the drought in Western 
Canada that affected agricultural activity, other sectors also 
showed signs of deterioration. Weakness was particularly evident 
in the manufacturing and retail sales sectors, both of which 
contracted for a third straight month. However, the slowdown 
was not confined to these two sectors, as evidenced by the 
diffusion index, which remained at historically low levels for the 
past three months. Including the preliminary estimate for 
September, the economy essentially stagnated for a second 
consecutive quarter (-0.1% annualized). This is a particularly weak 
showing in the light of soaring population growth. The 
sluggishness of the Canadian economy becomes all the more 
apparent when the demographic boom is factored in. In Q3, GDP 
per capita plunged 2.4% year on year, the first time this has ever 
occurred outside of a recession. 

 

The S&P Global Manufacturing PMI rose from 47.5 in September 
to 48.6 in October, signaling a less substantial deterioration in 

operating conditions at Canadian factories. The latest result 
comes after the lowest print in over three years. It also marked 
the sixth sub-50 result recorded in as many months, a sequence 
that testifies to recent weakness in the manufacturing sector. An 
element also witnessed in the aforementioned GDP report. This 
performance was on the back of softer contractions in factory 
output and new orders. Given lower demand for product, 
manufacturers were tepid on both purchasing and employment 
decisions. Buying activity contracted for a 15th month with a 
tendency to use pre-existing stock and drawing down inventory. 
Staffing for its part fell for a sixth month although it was negligible. 
Firms noted a difficulty in recruiting suitable workers. Input 
inflation accelerated for a fifth consecutive month reaching a 6-
month high, with polled managers noted that fuel prices were 
behind a large portion of price increases. To protect their margins, 
firms raised output charges in lockstep. All told, the S&P Global 
report stated that confidence sank to its lowest level since May 
2020 with reduced hope for an improvement in conditions. 

 

UNITED STATES: Nonfarm payrolls rose 150K in October, below 
the median economist forecast calling for a +180K print. This 
negative surprise was compounded by a -101K cumulative 
revision to the previous months’ data. Employment in the goods 
sector fell 11K as a 23K gain in the construction segment was more 
than offset by a 35K drop for manufacturing, the largest observed 
in two-and-a-half years. Payrolls in the mining/logging segment 
rose only marginally (+1K). Jobs in services-producing industries, 
for their part, expanded 110K, with notable increases for 
health/social assistance (+77K), leisure/hospitality (+19K) and 
professional/business services (+15K). Alternatively, cuts were 
observed in the transportation/warehousing (-12K), information  
(-9K) and financial activities (-2K) categories. The temporary help 
services category, meanwhile, saw payrolls increase for the first 
time in 10 months. In all, just 99K jobs were created in the private 
sector (the least in four months), compared with 51K in the public 
sector, the latter split unevenly between local/state (+48K) and 
federal (+3K) administrations. Average hourly earnings rose 4.1% in 
October, down from 4.3% in September but still one tick above 
consensus expectations. Month on month, earnings progressed 
0.2%. 

0

10

20

30

40

50

60

70

80

90

100

2008 2010 2012 2014 2016 2018 2020 2022

Canada: Worst diffusion since COVID shutdowns
Share of industries with positive real GDP growth

Share of industries (%)

NBF Economics and Strategy (data via Statistics Canada)

-14

-12

-10

-8

-6

-4

-2

0

2

4

6

8

10

12

1985 1990 1995 2000 2005 2010 2015 2020

Change over 12 months (%)

NBF Economics and Strategy (Statistics Canada data)

Canada: GDP per capita down 2.4% year on year
Year-on-year change in real GDP per capita

-2.4%

32

34

36

38

40

42

44

46

48

50

52

54

56

58

60

2020 2021 2022 2023 2024

Index

E
xp

a
ns

io
n

C
on

tr
ac

tio
n

NBF Economics and Strategy (data via Refinitiv)

Canada: Manufacturing PMI remains in contraction territory
S&P Global Manufacturing PMI. Last observation: October 2023

171073_2173eb00-52f9-4687-9f4a-f685cd674a00.pdf



3 

Economics and Strategy 

Weekly Economic Watch 

 

Released at the same time, the household survey (similar in 
methodology to Canada's LFS) painted an even less upbeat 
picture of the situation prevailing in the labour market, with a 
reported 348K drop in employment, the biggest recorded since 
the early days of the pandemic. This sizeable decline, combined 
with a slight decrease in the participation rate (from 62.8% to 
62.7%), translated into a one-tick increase in the unemployment 
rate to a 21-month high of 3.9%. Full-time employment rose 326K, 
while the ranks of part-timers cratered 670K.     

 

Once again, employment gains were concentrated in just a few 
client-facing industries; health/social assistance performed 
especially well. But elsewhere, gains were much more modest, as 
demonstrated by a decline in the diffusion index from 61.4% to 
52.0%, the lowest print recorded since the early days of the 
pandemic. The less volatile 6-month diffusion index (from 62.8% to 
62.6%) also slid to a post-pandemic low. 

 

 

In a highly anticipated decision, the FOMC voted to leave the 
target range for the federal funds rate unchanged at 5.25% to 
5.50%. Meanwhile, the Fed will continue to reduce its holdings of 
Treasuries and MBS pursuant to its pre-existing program and 
subject to monthly caps for both Treasuries ($60 billion/month) 
and agency MBS ($35 billion/month). Once again, there were no 
dissenters in this week’s policy decision.  

The statement’s short economic assessment contained a few 
changes, however. The economy was deemed to have expanded 
at “a strong pace” instead of characterizing the growth rate as 
“solid”. In September, job gains were said to have “slowed in re-
cent months” whereas job gains were now deemed to “have 
moderated”. The rest of the economic assessments were copy-
and-paste: The unemployment rate “remained low”, job gains 
“remain[ed] strong”, and inflation “remain[ed] elevated”. Finally, 
they added that tighter financial conditions (in addition to credit 
conditions) were expected to weigh on the economy. Presuma-
bly, that was a nod to the repricing in long-term interest rates 
that has occurred in recent weeks and months.  

Meanwhile, no changes were made to the forward-looking 
segment of the statement: “In determining the extent of 
additional policy firming that may be appropriate to return 
inflation to 2 percent over time, the Committee will take into 
account the cumulative tightening of monetary policy, the lags 
with which monetary policy affects economic activity and 
inflation, and economic and financial developments.” 

The ISM Manufacturing PMI sank deeper into contraction territory 
in October. This came after three consecutive months of 
increases and marked an entire year below the 50-point level. At 
46.7, the headline index came in below consensus expectations 
calling for a 49.0 print. Production stabilized (from 52.5 to 50.4) 
while new orders continued to shrink, doing so at a faster pace 
than in the prior month (from 49.2 to 45.5). Foreign demand 
remained somewhat weak, but the contraction was less 
pronounced than in September (from 47.4 to 49.4). Still, the 
employment sub-index did not bode well for demand: U.S. 
factories returned to trend and subtracted workers in the month 
(from 51.2 to 46.8).  
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Signs of supply chain improvements were not as visible in the 
report as both input prices (from 43.8 to 45.1) and supplier delivery 
times (from 46.4 to 47.7) drew closer to the 50-point mark 
separating expansion from contraction. This, combined with 
slightly worse demand conditions, allowed unfilled orders to 
improve slightly, as evidenced by a decrease in work backlogs 
(from 42.4 to 42.2). 

 

Of the six largest manufacturing industries surveyed, only food, 
beverage, and tobacco products reported growth in October.  

The Conference Board Consumer Confidence Index slid from 
104.3 in September to 102.6 in October. Longer-term expecta-
tions deteriorated for a third straight month. The sub-index track-
ing sentiment towards the next six months fell 0.8 point to 75.6 as 
a larger share of respondents had a negative opinion of future 
business conditions (from 18.7% to 20.2%) and employment (from 
18.9% to 19.0%). These dimmer prospects also translated into a 
drop in the share of respondents who expected their income to 
increase (from 17.9% to 15.6%). Proportionally fewer respondents 
planned to buy a home (from 5.5% to 5.3%), a car (from 11.7% to 
10.6%) or major appliances (from 47.0% to 45.9%) in October. Con-
sumer inflation was expected to stand at 5.9% for the next 12 
months, up two ticks from the prior month, which had registered 

as the lowest level since November 2020. Consumer assessment 
of the current situation deteriorated (146.2 to 143.1). The share of 
respondents who deemed jobs plentiful at present sagged from 
39.7% to 39.4%. 

 

The S&P CoreLogic Case-Shiller 20-City Home Price Index rose 
for the sixth consecutive month in August, climbing 1.0% m/m to 
an all-time high. Price increases were observed in thirteen of the 
markets covered, led by Miami (+1.2%), Las Vegas (+1.1%), Detroit 
(+0.8%), Atlanta (+0.8%), Charlotte (+0.80%), and Phoenix (+0.7). 
Year on year, prices were up 2.6% at the national level, a second 
increase after five months of decline. Although demand remains 
weak on the real estate market, very tight supply, combined with 
a strong labour market, is likely to keep pushing prices up in the 
coming months. That said, we expect only modest gains from 
now to the end of the year, as purchasing power continues to 
suffer from elevated borrowing costs. 

Construction spending advanced 0.4% in September after pro-
gressing an upwardly revised 1.0% the prior month (initially esti-
mated at +0.5%). The monthly gain reflected increases in both the 
private sector (+0.4%) and the public sector (+0.4%). In the former, 
spending on residential projects increased 0.6%, while outlays on 
non-residential structures were up 0.1%. Following a decent 
handoff from the previous quarter, Q3 construction growth was 
running at a solid pace.  

The Job Openings and Labor Turnover Survey (JOLTS) showed 
that the number of positions waiting to be filled rose from 9,497K 
in August (initially estimated at 9,610K) to a multi-month high of 
9,553K in September. As this was not offset by an increase in the 
number of people looking for a job, the ratio of job offers to un-
employed persons stayed at 1.5, its lowest point since September 
2021 but still well above this indicator’s pre-pandemic level 
(≈1.20-1.25). The monthly increase in job offers was led by leisure 
and hospitality (+181K), financial activities (+94K), trade, transpor-
tation and utilities (+88K), and construction (+56K). Alternatively, 
job postings decreased in other services (-124K), professional and 
business services (-105K), and government (-81K), among others. 
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Initial jobless claims increased from 212K to 217K in the week to 
October 28. Continued claims, for their part, shot up from 1,783K 
to 1,818K. 

WORLD: After expanding 0.2% in non-annualized terms in Q2, 
the European economy took a turn for the worse in Q3 and shrunk 
0.1%. This result was weaker than the median economist forecast 
calling for zero growth. Decent growth in Spain (+0.3%) was 
partially offset by a 0.1% retreat in Germany and stagnation in 
Italy. France’s GDP, meanwhile, progressed 0.1%. On a 12-month 
basis, Eurozone GDP was up just 0.1%, the weakest result 
recorded since 2021Q1. The outlook continues to be pretty bleak 
for the Eurozone, where the effects of monetary tightening on 
economic activity will continue to intensify over the coming 
months. Credit conditions have already tightened significantly 
and should keep doing so going forward, squeezing households 
and businesses alike. This supports our view that the Eurozone will 
slip into recession by the end of the year. 

 

Still in the Eurozone, the flash estimate for the Consumer Price 
Index showed that prices rose 2.9% y/y in October, down from the 
4.3% y/y the prior month and two ticks below consensus expec-
tations. It was also the lowest figure recorded in more than two 

years. Energy prices sank 11.7% y/y, but this was offset by a 7.5% 
gain in the food, alcohol and tobacco segment. The core CPI, 
which excludes these four items, fell from 4.5% to 4.2%, in line with 
consensus expectations.  

 

The European Commission’s Economic Sentiment Index fell for 
the sixth month in a row in October, dipping 0.1 point to a post-
pandemic low of 93.3. Sentiment deteriorated in three of the five 
categories surveyed: retail (from -5.7 to -7.8), manufacturing (from 
-8.9 to -9.3), and consumers (from -17.8 to -17.9). These declines 
were compensated for in part by small gains in services (from 4.1 
to 4.5) and construction (from -6.0 to -5.9). At the national level, 
declines in France (from 96.4 to 93.5) and Italy (from 97.8 to 96.9) 
were only partially offset by gains in Spain (from 99.1 to 100.3) and 
Germany (from 89.1 to 89.6).  

 
The JPMorgan World Manufacturing PMI ticked down to 48.8 in 
October, marking the fourteenth consecutive monthly contrac-
tion for the sector. This is the longest sequence of deterioration in 
over 20 years. Output (from 49.8 to 48.9), new orders (from 48.4 to 
48.6), and new export orders (from 47.6 to 47.5) all continued to 
decline, with only new orders doing so at slower pace than in the 
previous month. These subdued demand conditions resulted in 
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caution by manufacturers. That reluctance underpinned staffing 
cuts with employment losses at the worst since August 2020. Oc-
tober also marked a third consecutive month of price growth, with 
both input prices (from 52.7 to 53.1) and output prices (51.7 to 51.5) 
in inflation territory. Of the 29 nations covered by the survey, only 
6 saw operating conditions improve in October, led by India, Rus-
sia, and Mexico. Alternatively, conditions deteriorated sharply in 
Germany, Austria, and the Czech Republic. 

 

No longer able to ignore the fact that inflation has been above 
target for 18 months, the Bank of Japan decided to make 
changes to its monetary policy following its meeting this week. 
The overnight interest rate remained unchanged at -0.1%, but the 
yield curve control policy was relaxed for the second time in three 

months. The central bank abandoned its pledge to resort to asset 
purchases to keep 10-year government bond yields in the target 
range of -1.0% to 1.0% and said that this band would now be 
regarded merely as “a reference”. This decision was made to 
prevent the “large side effects” associated with the capping of 
long-term interest rates, notably on the currency market. The 
Bank of Japan also published its latest economic forecasts. 
These showed a significant upward revision to the inflation 
projection for fiscal year 2024 (from 1.9% to 2.8%), which suggests 
that further policy changes could be announced in the coming 
months. The central bank may even consider abandoning its 
negative interest rate policy. 

 

Still in Japan, the jobless rate slid one tick to 2.6% in September, 
in line with the median economist forecast. The job-to-applicant 
ratio remained stable at 1.29, as expected by the consensus.
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What we’ll be watching 
IN CANADA, we’ll get September’s international merchandise 
trade data. Higher commodity prices could have helped boost 
exports during the month, but this gain may have been partially 
offset by the continued rebound in imports (the latter are yet to 
fully recovery from the strike that took place in July at British 
Columbia port facilities). Based on these assumptions, we expect 
the trade surplus to widen to C$1.00 billion. A housing market 
update will also be provided with the release of September’s 
building permits. On the central bank’s trail, the Bank of Canada 
will publish the summary of deliberations by the Governing 
Council for the policy decision that was announced on October 
25. A speech by Senior Deputy Governor Carolyn Rogers is 
scheduled for Thursday. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

IN THE U.S., a very quiet week will still be marked the 
publication of a few indicators for September, notably consumer 
credit and the trade balance. The October iteration of the  
Consumer Sentiment Index (University of Michigan) will also be 
released. Several Fed officials are scheduled to give speeches, 
notably Jeffrey Schmid (Tuesday), Lorie Logan (Tuesday and 
Friday), and Raphael Bostic (Thursday and Friday). Chairman 
Jerome Powell, for his part, will participate on Thursday in a panel 
discussion on monetary policy challenges at the IMF’s annual 
research conference.  

ELSEWHERE IN THE WORLD, we’ll keep an eye on the 
release of several October indicators in China, notably foreign 
reserves, aggregate financing, the trade balance and, more 
importantly, the consumer price index. We’ll also get 
September’s retail sales data for the eurozone. 

 
 

Previous NBF forecasts

Tues: Merchandise trade balance (September) C$0.72B C$1.00
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Economic Calendar – Canada & U.S. 
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Data Update 
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Data Update 
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