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As economic statistics go, the unemployment rate is rather elemental. It’s a simple enough concept—the number of unemployed expressed as 
a share of a given country or region’s active labour force—to be broadly understood. That’s partly why the jobless rate is so widely reported 
on in the mass media. It passes your average “woman/man on the street test” in terms of translatability. The unemployment rate may not be 
the single best indicator when it comes to labour market performance; many economists consider the employment rate a truer measure of 
labour utilization, since an e-rate controls for labour force participation (better capturing the discouraged would-be worker effect). 

No question then, as a statistical concept, the unemployment rate has limitations. But name a major statistic that’s nuance-free, unsaddled 
with technicalities, drawbacks, nits? GDP and resulting output gaps, inflation in all its various forms, even the surveyed level of employment 
are all fraught with complexities, statistical baggage and estimation error. Such is life with the dismal science that is economics. 

Interesting fact: The unemployment rate is one of the more vital inputs when stress-testing and projecting financial health in the banking 
sector, being so-closely correlated with consumer behavior, housing activity, loan losses, etc. Beyond this banking-centric angle, consider that 
in today’s more ESG-sensitive world—where social considerations like income equality are impossible to ignore—an unemployment rate (while 
imperfect) may paint a truer picture of how an economy and its citizenry are faring than the more esoteric output gap. 

Bottom line, there’s enough utility/usefulness in the unemployment rate that in whatever country you call home, you’re apt to find it right near 
the top of the list in terms of most-broadly and consistently forecasted economic variables. There isn’t a major private sector economics 
department that fails to include the unemployment rate as a core forecast element. Private sector economists are hardly the only ones 
focusing on joblessness; the unemployment rate has pride-of-place in government budgets too (in Canada and elsewhere). 

Monetary authorities likewise see value. Take a look at the world’s most venerable central banks and you’ll find most offering up forecasts for 
the unemployment rate right alongside inflation and real GDP. Yes, we realize, some central banks have mandates that extend beyond price 
stability. The Fed, famously, has a dual mandate that includes attainment of maximum employment. Thus, it makes perfect sense that the Fed 
includes the unemployment rate as one of only four core macro variables in its quarterly Summary of Economic Projections. The RBNZ, with its 
dual mandate (price stability + maximum employment), also offers up an unemployment rate forecast (along with a host of other key variables). 

But there are high-profile cases where, despite a more narrowly defined policy mandate (focused on price stability), central banks deign the 
unemployment rate important enough to forecast. We’re thinking of the European Central Bank, the Bank of England (which offers up the full 
monty in terms of macro forecasts), the Reserve Bank of Australia, Sweden’s Riksbank, Norges Bank and the Bank of Israel to name but a few. 

Then there’s the Bank of Canada, with its quarterly Monetary Policy Report. Your standard MPR is replete with forecasts for global growth, 
Canadian GDP (including all the main expenditure-based components), potential output and headline CPI. But you won’t find an 
unemployment rate forecast here. If the BoC has a view on unemployment (and presumably they do) they’re not putting it down on paper. 

Again, we appreciate that the Bank of Canada’s mandate relates to price stability, specifically targeting the mid-point of a 1%-to-3% inflation 
control band. We’re not necessarily advocating for a change in the monetary policy mandate either, seeing the existing framework as working 
reasonably well. But there are nonetheless some good reasons—from both a monetary policy and financial system perspective—to consider 
adding the unemployment rate to the BoC’s macro forecast table. Indeed, you might even argue that the Bank’s forward guidance would be 
made more credible if it revealed its underlying outlook for the labour market. After all, in a post-pandemic world a key arbiter of 
success/recovery will surely be how many Canadians have gone back to work and what share remain jobless. That just might be as vital an 
ingredient in the future stance of monetary policy as how far real GDP remains from its theoretical potential level. 

As it stands, the unemployment rate is something of a missing link in the Bank’s economic outlook. Adding this variable to the official forecast 
could (in our view) be implemented without too much difficulty. So file this in the “unsolicited feedback” category, but this is one forecasting 
team/firm that would appreciate greater visibility from our central bank on the key issue of labour market health.  

Table: A number of major central banks consider the unemployment rate a key economic variable to be forecast 
Comparison of key macroeconomic forecast elements at select central banks 

Country/region Canada United 
States Euro-area Japan United 

Kingdom Australia New Zealand Switzerland Sweden Norway Israel 

Central Bank BoC Fed ECB BoJ BoE RBA RBNZ SNB Riksbank Norges BoI 

Currency CAD USD EUR JPY GBP AUD NZD CHF SEK NOK ILS 

Primary MP goal PS PS+MSE PS PS PS PS PS+MSE PS PS PS PS 

Quick comparison of major economic forecast elements presented in official monetary policy documents: 

Inflation            
Real GDP        Range    

Unemployment rate        *    
Source: NBF, official central banks (monetary policy reports/statements) | Note: ‘Primary MP goal’ refers to primary monetary policy mandate/objective, which in most cases is focused 
on some form of price stability (PS) implemented via inflation rate targeting; in the case of the U.S. Fed and RBNZ, maximum sustained employment (MSE) is also a formal monetary 
policy objective, resulting in a dual mandate; in many cases, economic forecasts are not limited to inflation, real GDP and the unemployment rate, with some providing comprehensive 
guidance; in the case of the SNB, unemployment rates forecasts are not presented, although directional guidance is offered (e.g., “unemployment is likely to rise again…”) 
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Bank of Canada (example from Monetary Policy Report, presented quarterly) 

 

 
 
 
U.S. Federal Reserve (example from Summary of Economic Projections, presented quarterly) 

 

Excerpt: Comparing BoC’s MPR forecast to major central banks routinely providing unemployment rate/labour market forecasts 
Note: What follows is a sample of selected forecast disclosures; in some cases, greater detail and/or scenarios are made available 

INSERT HERE: For the Bank of Canada, 
an unemployment rate forecast would 
be a useful addition to the main 
Canadian economic forecast tables 
presented in the Monetary Policy Report 
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European Central Bank (example from Macroeconomic projections, presented quarterly) 
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Bank of England (example from Monetary Policy Report, presented quarterly) 
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Reserve Bank of Australia (example from Statement on Monetary Policy, presented quarterly) 

 
 
 
Reserve Bank of New Zealand (example from Monetary Policy Statement, presented quarterly) 
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Sweden’s Riksbank (example from Monetary Policy Report, presented five times a year) 

  
 
 
Norway’s Norges Bank (example from Monetary Policy Report, presented quarterly) 
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Bank of Israel (example from Monetary Policy Report, presented no less than twice annually) 
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General 

This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of 
National Bank of Canada. National Bank of Canada is a public company listed on the Toronto Stock Exchange.   

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be 
subject to change without notice.  The information is current as of the date of this document.   Neither the author nor NBF assumes any obligation to update the 
information or advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis and 
interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this Report 
constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual 
circumstances.  In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in 
relation to securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any 
due diligence or analytical work required by you in making an investment decision. 

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate 
distributing this Report is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself 
before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.  

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.  

Canadian Residents 

NBF or its affiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market 
conditions change, may amend or change investment strategy including full and complete divestment. The trading interests of NBF and its affiliates may also be 
contrary to any opinions expressed in this Report. 

NBF or its affiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services.  As well 
NBF and its affiliates and/or their officers, directors, representatives, associates, may have a position in the securities mentioned herein and may make purchases 
and/or sales of these securities from time to time in the open market or otherwise.  NBF and its affiliates may make a market in securities mentioned in this 
Report.  This Report may not be independent of the proprietary interests of NBF and its affiliates. 

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the 
publication and distribution of research Reports, including relevant restrictions or disclosures required to be included in research Reports.   
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UK Residents 

This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of 
investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. In respect of the distribution of this 
Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act 
2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice.  NBF and/or its parent 
and/or any companies within or affiliates of the National Bank of Canada group and/or any of their directors, officers and employees may have or may have 
had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as market 
maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker with 
respect hereto. The value of investments, and the income derived from them, can go down as well as up and you may not get back the amount invested.  Past 
performance is not a guide to future performance.  If an investment is denominated in a foreign currency, rates of exchange may have an adverse effect on the 
value of the investment.  Investments which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about their value or 
the extent of the risks to which they are exposed.  Certain transactions, including those involving futures, swaps, and other derivatives, give rise to substantial 
risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers 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 information in this 
Report. This Report does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described 
herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.  

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial 
Conduct Authority. NBF is authorised and regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.  

NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom. 

U.S. Residents 

With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI”) which is regulated by the Financial 
Industry Regulatory Authority (FINRA) and a member of the Securities Investor Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its 
contents, subject to any terms set out above. To make further inquiry related to this report, or to effect any transaction, United States residents should contact 
their NBCFI registered representative.  

This report is not a research report and is intended for Major U.S. Institutional Investors only.   

This report is not subject to U.S. independence and disclosure standards applicable to research reports. 

HK Residents 

With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA”)which is licensed by the Securities and Futures 
Commission (“SFC”) to conduct Type 1 (dealing in securities) and Type 3 (leveraged foreign exchange trading) regulated activities, the contents of this report are 
solely for informational purposes. It has not been approved by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a 
recommendation, advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of any transaction. None of the products issuers, 
NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes to any information and none of the foregoing assume any 
loss suffered by you in reliance of such information.  

The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such 
information will only be available to, those persons who are Professional Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO”)).  If 
you are in any doubt as to your status you should consult a financial adviser or contact us. This material is not meant to be marketing materials and is not 
intended for public distribution. Please note that neither this material nor the product referred to is authorized for sale by SFC. Please refer to product prospectus 
for full details.  

There may be conflicts of interest relating to NBCFMA or its affiliates’ businesses. These activities and interests include potential multiple advisory, transactional 
and financial and other interests in securities and instruments that may be purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which 
are managed by NBCFMA or its affiliates that may purchase or sell such securities and instruments.  

No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the 
SFC. Accordingly, such entities and their employees are not permitted and do not intend to: (i) carry on a business in any regulated activity in Hong Kong; (ii) hold 
themselves out as carrying on a business in any regulated activity in Hong Kong; or (iii) actively market their services to the Hong Kong public. 

Copyright 

This Report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, 
opinions or conclusions contained in it be referred to without in each case the prior express written consent of NBF. 
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