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Week in review 
CANADA:  rose 54K in July according to the 
Labour Force survey thanks to an 82K surge in part-time jobs 
that more than made up for a 28K decline in the full-time 
segment. Jobs in the public sector jumped by no less than 
49.6K while gains in private employment were more subdued 
(+5K). Meanwhile, self-employment edged down 1K. On a 
regional basis, employment was up in Ontario (+61K) and 
British Columbia (+11K) while Quebec (-8K) and Alberta (-4K) 
experienced declines. The participation rate slid one tick 
countrywide to 65.4%, a development that contributed in a 
two-tick decrease of the unemployment rate to 5.8%. Though 
headline job gains were impressive, the details of the report 
were less encouraging. Even accounting for July’s small 
improvement, private employment remains down 43K in the 
first seven months of the year, the worst showing for that 
time period since 2009. Turning to wages, hourly earnings 
(seasonally adjusted by NBF) declined 0.3% m/m in July, the 
biggest drop since 2016, and were up a paltry 3.2% y/y, four 
ticks less than in the prior month.  

 

fell to an annualized rate of 206.3K units in 
July from an unsustainable 246.2K pace in June. Urban starts 
fell 36.6K to 190.1K, with declines registered in both the 
singles segment (-2.0K to 53.9K) and the multis category  
(-34.6K to 136.2K). Rural starts, meanwhile, retreated 3.3K to 
16.2K. At the provincial level, urban starts retraced 
significantly in both Ontario (-35.0K to 65.7K) and Quebec  
(-15.1K to 33.9K). These drops were only partially 
compensated for by healthy increases in British Columbia 
(+8.2K to 42.6K) and the Prairies (+6.3K to 39.4K). Looking at 
the quarterly picture, starts countrywide are on track to 
shrink an annualized 21.8% in Q3 after having pulled back 
already in Q1 and Q2. This performance could translate into 
a negative contribution to growth from residential 
construction in the third quarter of 2018. 

 

In June, the value of applications slid 2.3% 
m/m to C$8.1 billion in seasonally adjusted terms. The 
retreat was caused by a 5.7% drop in construction intentions 
in the residential segment. Permit applications in the non-
residential sector, meanwhile, advanced 4.6%. The value of 
residential permits receded for both singles (-2.9%) and multis 
(-8.0%). On a 12-month basis, the value of building permits 
fell 5.6% in Canada as a whole, its sharpest yearly drop since 
June 2016. 
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UNITED STATES: The rose 0.2% 
m/m, matching consensus expectations. Energy prices fell 
0.5% while food costs edged up 0.1%. Excluding these two 
categories, core CPI also advanced 0.2% as prices for ex-
energy services and ex-energy commodities progressed 0.3% 
and 0.1% respectively. Within core services, notable increases 
were registered for shelter (+0.3%), education (+0.4%) and 
transportation (+0.5%), the latter boosted by a 2.7% spike in 
the airline fares subsegment. Among core goods, a 1.3% rise 
in the price of used vehicles was partially offset by a 1.1% 
drop in the medical care segment. On a year-on-year basis, 
the headline inflation gauge stayed put at a six-and-a-half-
year high of 2.9%, while the core measure increased one tick 
to 2.4%, the highest print since 2008. Pressure on core prices 
continues to stem mainly from services; CPI for that category 
is now up 3.1% y/y, the most since September 2016. 
Alternatively, prices for core goods are unchanged from a 
year ago. Considering the recent appreciation of the USD – the 
latter is up roughly 6% on a trade-weighted basis since mid-
April – we don’t see goods prices surging anytime soon. 

 

Still in July, the (PPI) for final demand 
stayed level month on month after rising 0.3% in June. Though 
a 0.5% drop in energy prices did weigh on the overall figure, 
prices were still up only 0.1% m/m when this category is 
excluded, which is less than what had been anticipated by 
consensus. Prices for goods edged up 0.1% in July and were 
up 4.5% on an annual basis, their steepest 12-month advance 
since December 2011. Prices for services, on the other hand, 
dipped 0.1%, their first monthly drop this year. Year over 
year, the headline and the core PPI came in at 3.3% and 2.7%, 
respectively, both down a tick from June.  

According to the 
(JOLTS), positions waiting to be filled in the United States 
totaled 6,662K in June, up slightly from 6,659K in May but still 
short of the all-time high of 6,840K reached in April. Despite 
the increase, the ratio of job openings to unemployed persons 
slipped from a record 1.10 to 1.01 (it peaked at only 0.70 
before the recession). This was due to a 500K spike in the 

number of people looking for a job in the month, a good sign 
for the labour market as it resulted from a two-tick increase 
in the participation rate. Also, hiring retreated in the month, 
from 5,747K to a still-elevated 5,651K. Moreover, the report 
showed that the quit rate (quits as a percentage of total 
employment) stayed put at a cyclical high of 2.3%, suggesting 
that workers were still confident about their job prospects. 
Given that job switchers tend to see their compensation rise 
at a faster pace than job stayers do, the trend in quits could 
translate into faster wage growth.  

WORLD: In , rose 1.9% in annualized terms 
in Q2 following a lackluster -0.9% print the previous quarter. 
The increase was driven primarily by private consumption and 
business investment, which added 1.5pp and 0.8pp, 
respectively, to the headline figure. Trade, on the other 
hand, acted as a drag, chopping 0.5pp from growth as exports 
advanced at a much slower pace than imports. The second 
quarter’s growth figure came in well above estimates for 
potential, a fact that should encourage Japan’s central bank 
as it desperately seeks to bring inflation back towards its 2% 
target. 

 

China’s unexpectedly edged up 
$5.82 billion in July to $3,118 billion. Before the release, 
there had been speculation that China might have tapped into 
its reserves in order to support the renminbi, which has lost 
nearly 8% of its value against the U.S. dollar since early March. 
Back in 2015-16, China burned through no less than $1 trillion 
worth of reserves in order to prop up its currency. This time 
around, with reserves barely above the psychological mark of 
$3 trillion, authorities seem to have opted for alternative 
measures instead. Last week, China’s central bank imposed a 
20% reserve requirement on banks that sell U.S. dollars using 
currency forwards, thereby effectively raising the cost of 
shorting the Chinese currency. That said, a more direct 
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intervention on the currency market is always a possibility if 
the renminbi continues to slide.    

 

Jocelyn Paquet et al. 
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In the U.S., we’ll get information about 
economic activity in Q3 thanks to July data.

may have risen moderately in 
the month, echoing a slight expansion of output in 
the manufacturing sector. A positive contribution is 
also expected from utilities, following two negative 

prints in a row in May and June. Still in July, likely 
fell for the first time in sixth months, hampered by weak auto 
sales during the month. Excluding autos, sales may have fared 
slightly better, supported by rising gasoline prices which 
likely boosted gasoline station receipts. The week will also 
provide important information about the housing market in 
July. may have staged a comeback in the 
month following June’s poor result. Building permits may also 
have followed that trend and post their first increase in four 
months in July. The first clues on the state of the 
manufacturing sector in August will be available with the 
publication of the  and  manufacturing 
surveys. Finally, Q2’s preliminary productivity numbers will 
be released. 

 

 

 

 

In Canada, a lot of attention will be on July’s 
. The headline CPI may have 

increased 0.1% m/m (not seasonally adjusted), 
supported by an above-average rise in gasoline 
prices. This would allow the annual inflation rate 
to increase one tick to 2.6%. The annual rate of 

CPI-common, for its part, should remain unchanged at 1.9%. 
In June, may have posted another 
decent advance based on a healthy increase in exports of 
factory goods during the month. Information on the state of 
the housing market in July will also be available with the 
release of the the 

and  

 

 

 

 

 

 

Elsewhere in the world, the preliminary 
estimate of will be released in the 
Eurozone. We’ll also get July’s data on 

 in Japan. Finally July’s numbers on 
 and will be available in 

China. 

Previous NBF forecasts
Industrial production (July, m/m chg.) 0.6% 0.3%

Retail sales (July, m/m chg.) 0.5% -0.3%
Ex-autos retail sales (July, m/m chg.)  0.4% -0.1%

Housing starts (July, saar) 1173K 1290K
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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.  

National Bank Financial Inc. or an affiliate thereof, owns or controls an equity interest in TMX Group Limited (“TMX Group”) and has a nominee director serving on the TMX 
Group’s board of directors. As such, each such investment dealer may be considered to have an economic interest in the listing of securities on any exchange owned or 
operated by TMX Group, including the Toronto Stock Exchange, the TSX Venture Exchange and the Alpha Exchange. No person or company is required to obtain products or 
services from TMX Group or its affiliates as a condition of any such dealer supplying or continuing to supply a product or service. 

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.   

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.  
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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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