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Talk about a disappointing jobs day. Who would’ve thought that a -207k print in Canada would look relatively better than a 266k reading in 
the U.S.? That’s the reality after the U.S.’s biggest downside miss from consensus on record, in addition to significant negative revisions to 
March. Suddenly, the patient approach to policy that Fed Chair Powell has been preaching doesn’t look so out of touch from reality. To be 
sure, economists weren’t wrong to expect a strong bounceback. Nearly all soft data indicators are signalling significant labour shortages. We 
don’t doubt the validity of these measures but its clear some of the structural factors Powell alluded to last month are stronger than the market 
had thought (e.g. generous unemployment benefits, skill mismatches, geographical factors, virus fears and school closures keeping parents 
at home). (It’s also worth noting the weak report could’ve been partly due to timing of the survey period which ended in mid April). While we 
don’t think that keeping the QE pace intact will help correct what appears to be more of a supply-side issue, today’s numbers likely give the 
Fed some comfort in its ultra-dovish stance and all but puts to bed the idea that we could get talk of an eventual taper at June’s meeting.  

For the Fed, they’ve made clear the key to an eventual taper will be making “substantial further progress” towards its policy goals—guidance 
that was introduced at the December meeting. Since the introduction of this language, just how much progress has been made? Not much. 
Relative to the November jobs report (the last available when the forward guidance was introduced), we’ve seen a strong bounceback in 
highly-educated and youth employment. Elsewhere, progress has been limited and, in some cases, non-existent (Chart 3). Over the last 5 
reports, just 1.5 million jobs have been added, improving November’s 6.4% employment deficit by just 1%-pt. Among low-wage workers, using 
high school educated and part-time employment as a proxy, employment is lower than it was five months ago. Gains among visible minorities 
have outpaced white Americans over this time but a non-trivial gap remains intact here. Overall, it’s clear the Fed’s “substantial further 
progress” criteria has not been met. And if structural factors continue to prevent labour market absorption, it might be a while before they feel 
comfortable declaring victory on this front. For some perspective, it would take 31 months at April’s pace to just return to February 2020 levels. 
To be clear, we do expect a pick-up later in the spring and summer but pacing/timing may be slower than previously thought. Additionally, 
pre-COVID employment levels may not be the best guidepost. After all, absent the pandemic, a growing working age population means that 
employment likely would’ve continued increasing over the past 14 months. Based on population growth and assuming pre-COVID participation 
and unemployment rates remained constant, you can add another million-plus jobs to the ‘potential’ U.S. employment deficit. 

When it comes to Canada, central bank policy is governed solely by price stability, although Governor Macklem and the Governing Council 
have noted that they’ll be incorporating broader estimates of slack, including within labour markets, in their policy decisions. With many parts 
of the country still locked down, labour market slack remains relatively more difficult to assess. One thing that does seem evident though is 
that slack here is more modest than in the U.S.: Canada’s employment deficit stands at 2.6% compared to 5.4% stateside. While April numbers 
weren’t pretty, they were largely expected given COVID-related restrictions. And as we saw following second wave shutdowns earlier in the 
year, the labour market is likely to bounce back quickly when restrictions are lifted. Indeed, the biggest pre-COVID employment deficit remains 
in Ontario where lockdowns are most strict. Employment out East, a relatively less impacted part of country, is only off by less than 1%. And on 
a sectoral basis, almost 90% of Canada’s jobs shortfall is in the leisure and hospitality sectors (i.e. the most COVID-sensitive sectors). In the 
U.S., that share isn’t even half. It follows then that, upon reopening, the Canadian employment gap should be absorbed at a faster clip. 

What does it all mean for central bank policy? For the Fed, policy is more credibly able to remain ultra-loose given the (a) slower jobs recovery 
and (b) its flexible average inflation targeting framework. For the BoC, while it will look more broadly in its assessment of slack, Canada’s 
relatively tighter labour market and more rigid policy framework leaves the Bank with less flexibility to hold the policy rate at the effective lower 
bound. We don’t want to overreact to a single jobs report, and thus, today’s data doesn’t change our expectations for initial central bank 
rate hike timing (BoC: Q4 2022, Fed: Q1: 2023). However, its worth highlighting the risks to our forecast may be asymmetrically skewed. That is, 
a BoC hike earlier than Q4:2022 may be more likely than later, and a Fed hike later than Q1:2023 may be more likely than earlier. 

Chart 1: Canada’s labour market recovery still leads 
Canada/US employment relative to February 2020 levels 

 
Source: NBF, StatCan, BLS

Chart 2: Pre-COVID levels may underestimate slack 
NFP employment relative to Feb-20 and estimated ‘potential' employment 

 
Source: NBF, BLS | Note: Potential estimate assumes Feb 2020’s employment rate 
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Chart 3: Where have we seen “substantial further progress”? 
US employment shortfall relative to February 2020 by gender, part-time/full-time status, race and education 

 
Source: NBF, BLS, all data other than “Total” taken from household survey. “Total” based on non-farm payroll report
  

Chart 4: Stricter lockdown measures ≈ greater slack 
April 2021 employment relative to pre-COVID peak employment by province 

 
Source: NBF, StatCan 

Chart 5: Relatively more COVID-sensitive slack in Canada 
Shortfall in employment relative to Feb-2020: Leisure/hospitality vs. all others 

 
Source: NBF, StatCnn, BLS | Note: Leisure and hospitality includes the following NAICS 
subsectors: Accommodation and food services and information, culture and recreation  
 
 
 

Table: Canada-US labour market recovery scorecard 
Key indicators of labour market performance since COVID-19 crisis began (continued on following page) 

 

-40%

-35%

-30%

-25%

-20%

-15%

-10%

-5%

0%

5%

Total Male Female FT PT Black Latino Asian White < HS HS Some
college

Bach.
& higher

Youth

Apr-20 Nov-20 Apr-21

% change from Feb 2020

94%

95%

96%

97%

98%

99%

100%

101%

NS NB BC Man Alta N&L Sask Can Que PEI Ont
0%

1%

2%

3%

4%

5%

6%

Canada US

All other sectors
Leisure and hospitality

% shortfall from Feb 2020

Employment (000s) Full-time employment (000s) Female employment (000s) Youth employment (000s)

Indicator US Canada Indicator US Canada Indicator US Canada Indicator US Canada

February 152,523 19,130 February 130,679 15,556 February 74,865 9,083 February 5,326 873

Low 130,161 16,142 Low 114,325 13,607 Low 61,478 7,558 Low 3,457 520

Latest 144,308 18,627 Latest 126,161 15,267 Latest 71,159 8,758 Latest 5,398 783

Jobs lost 22,362 2,989 Jobs lost 16,354 1,949 Jobs lost 13,387 1,524 Jobs lost 1,869 353

Jobs recovered 14,147 2,486 Jobs recovered 11,836 1,660 Jobs recovered 9,681 1,200 Jobs recovered 1,941 263

% recovery 63% 83% % recovery 72% 85% % recovery 72% 79% % recovery 104% 75%

% chg. from Feb -5.4% -2.6% % chg. from Feb -3.5% -1.9% % chg. from Feb -5.0% -3.6% % chg. from Feb 1.4% -10.3%

Advantage Advantage Advantage Advantage

Note: For a more complete analysis of Canada’s jobs report refer to our Economic News  

https://nbf.bluematrix.com/sellside/EmailDocViewer?encrypt=984d3ad6-3a63-4dec-95db-0abaac4e7df6&mime=pdf&co=nbf&id=taylor.schleich@nbc.ca&source=mail
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Source: NBF, StatCan, BLS, Bloomberg | Notes: In some cases, there are differences in data definitions between countries making comparisons not equal in the strictest sense. 
Labour force statistics in Canada use ages 15+, while US uses 16+. For youth employment, Canada figure represents ages 15-19 while US figure represents ages 16-19.
  

Unemployment rate (%) Employment rate (%) Participation rate (%) Labour force (000s)

Indicator US Canada Indicator US Canada Indicator US Canada Indicator US Canada

February 3.5 5.7 February 61.1 61.8 February 63.3 65.5 February 164,448 20,276

Peak UE rate 14.8 13.7 Low emp rate 51.3 52.1 Low part rate 60.2 60.0 Low 156,478 18,585

Latest 6.1 8.1 Latest 57.9 59.6 Latest 61.7 64.9 Latest 160,988 20,268

UR hit 11.3 8.0 ER hit 9.8 9.7 PR hit 3.1 5.5 LF drop 7,970 1,691

UR recovery 8.7 5.6 ER recovery 6.6 7.5 PR recovery 1.5 4.9 LF recovered 4,510 1,682

% recovery 77% 70% % recovery 67% 77% % recovery 48% 89% % recovery 57% 99%

%-pt chg. from Feb 2.6 2.4 %-pt chg. from Feb -3.2 -2.2 %-pt chg. from Feb -1.6 -0.6 % chg. from Feb -2.1% 0.0%

Advantage Advantage Advantage Advantage?
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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. 
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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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