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Do you like your economic eggs hard or soft? 
By Warren Lovely, Taylor Schleich & Ethan Currie

Do you prefer your economic eggs hard or soft? Your answer to that 

question may dictate how tasty Canada’s economy has been lately… 

Please excuse the egg analogy but our point is: So-called hard and soft 

data have been giving conflicting signals recently. Take the holy trinity of 

economic releases—GDP, inflation and jobs—which have been 

surprisingly firm/hot of late. Certainly, faster growth and stronger hiring is 

welcomed news for an economy that’s been put through the ringer this 

year but it’s hard to have a lot of confidence in this reported strength. 

That’s because businesses and consumers are sending conflicting 

signals. Indeed, many recent soft data surveys have remained negative 

and/or worsened just as the hard data improved.  

Suffice it to say, it’s understandable if you’re having trouble getting a read 

on where Canada’s economy stands, let alone where it’s going. It’s an 

economic picture that’s, well, scrambled.  

In practice, the mixed picture means the Bank of Canada will remain 

firmly on the sidelines. This was likely to be the case even if the full suite 

of economic data were internally consistent. But the fact that 

policymakers can’t be sure whether economic conditions are improving 

or deteriorating makes the decision to hold steady even easier.  

 

Hard Data Soft Data 

• GDP: After a sharp contraction in Q2, GDP growth bounced back 

strongly last quarter, defying expectations for continued sluggishness. 

Sure, one can poke holes in the composition of growth, but it was not 

just the headline figure that was brighter. Significant upward revisions 

to the past three years of GDP suggest the output gap was and is 

smaller than previously thought. 

• Productivity: Mechanically, positive GDP revisions improved the 

nation’s productivity record. In recent years, the Bank of Canada has 

been calling weak productivity growth an emergency, but this may 

have been exaggerated. To be sure, there’s still plenty of work to do 

to catch the much more productive U.S. economy, but we can at least 

now cite positive productivity growth in recent years.  

• Jobs: The labour market looked to take a turn for the worst in the 

summer prompting consecutive rate cuts. But conditions changed 

quickly as the LFS then reported two months of 60K+ job gains. (We’ll 

see tomorrow if momentum carried into November). SEPH data hasn’t 

been as firm, but this report did suggest labour demand is improving. 

• Inflation: No matter which measure you prefer, Canadian inflation is 

running above target, and recent reports have generally been stronger 

than expected. 2-3% price pressures may not be cause for concern, 

but recent data support the BoC’s decision to move to the sidelines. 

• Business Outlook Survey: The somewhat stale Q3 BOS reaffirmed 

downbeat sentiment that took hold earlier this year. Investment and 

hiring intentions were subdued, while the sales outlook was pointed 

lower. The BOS’s sister publication, the CSCE, was gloomy too as 

households planned to cut spending amid shaky job market prospects. 

• S&P Global PMI: Unsurprisingly, Canada’s manufacturing sector has 

been in contraction since Trump took office. Conditions did appear to 

firm in October, but this bit of momentum fizzled out in November. The 

services sector isn’t faring much better. Again, October offered reason 

for optimism as the index rose above 50 for the first time since last 

year but November then saw a sharp contraction to a 6-month low.  

• CFIB: Small business sentiment has gradually recovered since 

springtime lows. November’s survey reported improving year-ahead 

prospects, but the shorter-term outlook remains problematic as 

uncertainty weighs on decision-making and the sales outlook. 

• Bloomberg Nanos: This timely report on consumer sentiment 

improved quickly after tariffs damaged confidence early in 2025. But 

this index peaked in July and has moved lower every month since. 

• Seasonal surveys: The holidays are in full swing, but the mood isn’t 

all that jolly. In total, Canadians expect to spend 10% less than during 

the 2024 holidays and only 17% plan to increase holiday spending.  

 

 

Chart 1: Economic data has surprised to the upside…  
Citi Canada Economic Surprise Index with BoC policy decisions denoted 

 

Source: NBC, Bloomberg

Chart 2: …but ask businesses, and the picture’s still gloomy 
S&P Global manufacturing & services PMI by country: November 2025  

 

Source: NBC, Bloomberg, S&P Global | Note: >50 indicates ‘expansion’, <50 ‘contraction’ 
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https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
https://www.nbc.ca/content/dam/bnc/taux-analyses/analyse-eco/hot-charts/hot-charts-251128.pdf
https://nbf.bluematrix.com/links2/pdf/f562480e-faec-4cfe-aec8-a790c6d23b6b
https://nbf.bluematrix.com/links2/pdf/d7a365b9-3b9f-456e-8c2f-5aa1c3f54588
https://www.consulting.ca/news/4666/canadians-plan-to-spend-less-this-holiday-season-amid-mounting-economic-unease
https://www.bdc.ca/en/about/mediaroom/news-releases/holiday-spending-could-inject-13-billion-into-canada-s-economy
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