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Week in review 
CANADA: According to the Labour Force Survey (LFS), 
employment jumped 48K in January, easily topping 
consensus which was looking for a decline of 10K.  
As a result, the jobless rate dropped one tick at 6.8%  
with the participation rate rising to 65.9% from 65.8%.  
The surge in January employment was mostly due to paid 
jobs (+40K) while self-employment registered an 8K rise. 
Paid employment gains were tilted to the private sector 
(+32K) while government (+8K) also posted a gain.  
The goods sector added just 6K jobs as gains in construction, 
agriculture and resources offset declines in manufacturing 
and utilities. Services sector employment jumped 43K with 
strength in several sectors. Part-time employment soared 
32K, while full-time employment rose 16K. Total hours 
worked fell 0.6%, following a decline of 0.7% in December. 
Over the last six months the labour market, mostly driven  
by the services sector, has generated a massive 239K jobs. 
This was the strongest performance in 15 years. That being 
said, those gains have been tilted towards part-timers and 
hours worked have continued to decline. In other words, 
Canadian employers lately increased their headcount 
massively but their employees are working less intensively. 

The merchandise trade balance recorded a surplus of  
C$0.9 billion in December, down slightly from an upwardly 
revised C$1 billion in November. The deterioration was  
due to nominal imports (+1%) growing faster than exports 
(+0.8%). Energy exports surged 15.9% solely on higher prices 
(volumes actually decreased) while imports fell sharply.  
As a result, the energy trade surplus jump to C$6.4 billion, 
its highest level since 2014. However, the non-energy trade 
deficit widened to C$5.4 billion. Overall export volumes 
were down following declines in several categories, 
including motor vehicles and parts. These more than  
offset gains in the aerospace section, which were boosted  
by deliveries of Bombardier’s C-series aircraft. In real terms, 
Canada’s exports retreated 1% while imports advanced 1.6%. 
For Q4 as a whole, real exports managed to grow 2.9% 

annualized as gains in energy, metal ores, mineral products, 
forestry, aerospace and electronics outweighed declines 
elsewhere. In contrast, real imports dropped 15.3% 
annualized. In other words, trade seems to have contributed 
to Canada’s GDP growth in the fourth quarter of last year. 
For 2016 as a whole, the merchandise trade deficit 
amounted to a record C$26.1 billion. 

 

In January, housing starts topped the 200K mark for a 
second month in a row, rising 1.1K units (+0.5%) month  
on month to 207.4K. In urban areas, multiple starts were  
up 5.0K (+4.2%) to 120.7K while single-detached starts 
decreased 3.1K (-4.6%) to 63.8K. Rural starts declined  
0.8K units (-4.5%) to 17.7K. On a regional basis, increases  
in Ontario (+19.3K), Manitoba (+5.1K), Newfoundland  
and Labrador (+1.1K), New Brunswick (+0.4K), PEI (+0.3K) 
and Nova Scotia (+0.1K) were offset by declines in British 
Columbia (-12.9K), Alberta (-7.7K), Quebec (-2.4K) and 
Saskatchewan (-1.2K). The main reason housing starts 
exceeded 200K units for a second month running was that 
Ontario’s multiple starts outside Toronto stayed at a high 
level by historical norms. That, together with a return  
to a robust level in Toronto, roughly offset declines in 
Vancouver, Calgary and Edmonton. The 6-month moving 
average, a less volatile gauge of trends in the housing 
market, has held just below 200K for the past five months. 
We expect it to decline to 180K in 2017, a level more 
consistent with demographic needs and the more  
restrictive mortgage rules imposed by the federal 
government last year.  
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The value of building permits issued fell 6.6% month on 
month to C$7.2 billion in December after declining 1.2%  
the prior month. Permits were down 4.1% in the residential 
sector as the multi-unit and single-family segments sank 
7.9% and 0.9%, respectively. The non-residential sector 
fared no better, dropping 11.5%. The total permit value 
retreated for all non-residential categories (industrial, 
commercial, and institutional). 

UNITED STATES: The trade deficit narrowed to $44.3 
billion in December from $45.7 billion the previous month. 
The improvement was due to exports (+2.7%) growing faster 
than imports (+1.5%). The swell in exports, the largest 
monthly gain in four years, comes as a positive surprise 
given that the U.S. dollar remains much more expensive 
today than it was a year ago. (Note that real exports are  
still down significantly in Q4.) In real terms, exports surged 
3.6%, while imports sprang 1.5%. For 2016 as a whole,  
the trade deficit rose 0.4% from 2015 to $502.3 billion,  
its highest mark in four years. The United States has not  
run a trade surplus in 41 years. This, coupled with the fact 
that the trade deficit with Mexico just reached a five-year 
high in December, may reinforce President Trump’s desire 
for more restrictive trade policies.  

Consumer credit grew $14.16 billion in December, far short 
of the $20-billion increase expected. Revolving and non-
revolving credit were up $2.4 billion and $11.8 billion, 
respectively. Overall, consumer borrowing grew 6.4% year  
on year in 2016, its smallest increase in three years. 

Job openings stayed virtually unchanged in December at 
5.501 million according to the Bureau of Labor Statistics. 
This relatively high level was sustained by a low layoff rate 
(1.1%, up from 1.0% in November) and a high hire rate still 
close to its post-recession peak at 3.6%. 

WORLD: In China, foreign currency reserves continued 
to dwindle in January. After seven consecutive months of 
decline, total reserves dipped below the psychological 
barrier of $3 trillion, reaching a six-year low of $2998.2 
billion. Month over month, reserves were down $12.3 billion, 
a decrease softened by a positive valuation effect in the 
month. As the euro and the yen appreciated against the  
USD in January, total reserves, calculated in USD, suffered 
less than would have otherwise been the case. In 2016  
as a whole, China burned $320 billion worth of reserves 
attempting to prop up the yuan and counterbalance 
investors’ retreat from China in the face of slowing growth.  
This came after a one-year record drop in reserves in 2015 
($513 billion). Despite this large-scale intervention, the yuan 
gave up 6.6% against the USD in 2016 (though the currency 
has enjoyed some respite recently). Considered unassailable 
not so long ago, China’s reserves now look vulnerable.  
If they continue to decline, the country’s controlled 
exchange rate policy might be called into question once 
again. However, switching to a free-float system would 

likely result in a significant depreciation of the yuan.  
This would play into the hands of the new U.S. 
administration, which already perceives China’s  
currency as artificially low. 

 

Also in China, the trade balance jumped 26%, registering  
a $51.3 billion surplus in the month of January. Expressed in 
U.S. dollars, exports rose 7.9% year-on-year, while imports 
surged 16.7%. The weaker trade-weighted yuan means that 
those numbers look even better when expressed in local 
currency. Indeed, in yuan terms exports progressed 15.9% 
while imports registered a 25.2% increase. This data was 
positively skewed by two facts. First, the year on year 
readings refer to a particularly weak January last year. 
Second, there is a strong chance that Chinese factories 
rushed shipments ahead of the week-long New Year’s 
holiday which started on January 30th. We should get a 
better idea of where China’s trade balance stands once  
full Q1 data becomes available.
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In Canada, a light data week will feature 
manufacturing shipments for December.  
The latter may have dropped a bit based on 
declining exports of factory goods during the 
month. Existing home sales and the Teranet-
National Bank house price index, both for  

the month of January, will give an update on the  
housing market. 

 

  

In the U.S., inflationary pressures will be 
assessed with the releases of the producer price 
index and consumer price index for the month of 
January. Rising energy prices probably drove up 
both indices. The year-on-year CPI likely moved  
up to 2.3% as a result. However, we’re expecting 

the annual core CPI inflation rate to fall one tick to 2.1%. 
After outsized gains the prior month, retail sales probably 
edged up just a touch in January. Still, ex-auto sales may 
have found support from an uptick in gasoline station 
receipts courtesy of higher pump prices during the month. 
Similarly, a moderation is in the cards for industrial 
production growth in January after the prior month’s surge. 
We’ll also get information about February with the NAHB 
home builders’ index, and factory-related indices such as 
the Empire and Philly. Fed Chair Janet Yellen is scheduled 
to appear in front of the Senate Banking panel on Tuesday. 

 

 

 

  

Previous NBF forecasts
Manufacturing sales (December m/m chg.) 1.5% -0.5%
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Previous NBF forecasts

CPI (January y/y chg.) 2.1% 2.3%
Core CPI (January y/y chg.) 2.2% 2.1%

Retail sales (January  m/m chg.) 0.6% 0.2%
ex-autos Retail sales (January m/m chg.)  0.2% 0.4%

Industrial production (January m/m chg.) 0.8% 0.0%
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Elsewhere in the world,  
the eurozone will publish the second  
estimate of Q4 GDP as well as trade and  
industrial production data for December.  
In China, January data on the CPI, PPI,  
and bank credit will be released. 



Weekly Economic Watch    
Economic Calendar – Canada & U.S. 

 
5 



Weekly Economic Watch    
Annex – Economic Tables  

 
A1 



Weekly Economic Watch    
Annex – Economic Tables  

 
A2 



Weekly Economic Watch    
Annex – Economic Tables  

 
A3 



Weekly Economic Watch    
Annex – Economic Tables  

 
A4 



Weekly Economic Watch    
Annex – Economic Tables  

 
A5 



Weekly Economic Watch    
Annex – Economic Tables  

 
A6 



Weekly Economic Watch    
Annex – Economic Tables  

 
A7 



Weekly Economic Watch    
Annex – Economic Tables  

 
A8 



Weekly Economic Watch 
     

 

Economics and Strategy 

Montreal Office             

514-879-2529             

Stéfane Marion   Marc Pinsonneault   Kyle Dahms    
Chief Economist and Strategist   Senior Economist    Economist   
stefane.marion@nbc.ca   marc.pinsonneault@nbc.ca   kyle.dahms@nbc.ca   

Paul-André Pinsonnault   Matthieu Arseneau 
Senior Fixed Income Economist  Senior Economist 
paulandre.pinsonnault@nbc.ca   matthieu.arseneau@nbc.ca 

Krishen Rangasamy   Angelo Katsoras 
Senior Economist   Geopolitical Analyst  
krishen.rangasamy@nbc.ca   angelo.katsoras@nbc.ca 

 
General – National Bank Financial (NBF) is an indirect wholly owned subsidiary of National Bank of Canada. National Bank of Canada is a public company listed on Canadian stock exchanges. 

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete. The opinions expressed are based upon our 
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.  

Research Analysts – The Research Analyst(s) who prepare these reports certify that their respective report accurately reflects his or her personal opinion and that no part of his/her compensation 
was, is, or will be directly or indirectly related to the specific recommendations or views as to the securities or companies. 

NBF compensates its Research Analysts from a variety of sources. The Research Department is a cost centre and is funded by the business activities of NBF including, Institutional Equity Sales  
and Trading, Retail Sales, the correspondent clearing business, and Corporate and Investment Banking. Since the revenues from these businesses vary, the funds for research compensation vary. 
No one business line has a greater influence than any other for Research Analyst compensation. 

Canadian Residents – In respect of the distribution of this report in Canada, NBF accepts responsibility for its contents. To make further inquiry related to this report, Canadian residents should 
contact their NBF professional representative. To effect any transaction, Canadian residents should contact their NBF Investment advisor.    

U.S. Residents – With respect to the distribution of this report in the United States, National Bank of Canada Financial Inc. (NBCFI) is regulated by the Financial Industry Regulatory Authority 
(FINRA) and a member of the Securities Investor Protection Corporation (SIPC). This report has been prepared in whole or in part by, research analysts employed by non-US affiliates of NBCFI  
that are not registered as broker/dealers in the US. These non-US research analysts are not registered as associated persons of NBCFI and are not licensed or qualified as research analysts with 
FINRA or any other US regulatory authority and, accordingly, may not be subject (among other things) to FINRA restrictions regarding communications by a research analyst with the subject 
company, public appearances by research analysts and trading securities held a research analyst account.  

All of the views expressed in this research report accurately reflect the research analysts’ personal views regarding any and all of the subject securities or issuers. No part of the analysts’ 
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this research report. The analyst responsible for the production of this  
report certifies that the views expressed herein reflect his or her accurate personal and technical judgment at the moment of publication. Because the views of analysts may differ, members  
of the National Bank Financial Group may have or may in the future issue reports that are inconsistent with this report, or that reach conclusions different from those in this report. To make further 
inquiry related to this report, United States residents should contact their NBCFI registered representative. 

UK Residents – In respect of the distribution of this report to UK residents, National Bank Financial Inc. has approved the contents (including, where necessary, for the purposes of Section 21(1)  
of the Financial Services and Markets Act 2000). National Bank Financial Inc. 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 thereto. The value 
of investments can go down as well as up. Past performance will not necessarily be repeated in the future. The investments contained in this report are not available to retail customers. 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.  
National Bank Financial Inc. is authorised and regulated by the Financial Conduct Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD.  

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

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 National Bank Financial.  

 

 

 

 

Toronto Office 
416-869-8598 

Warren Lovely 
MD, Public Sector Research and Strategy 
warren.lovely@nbc.ca 


	NBFM_EconOverview_E_170210
	NBFM_WhatWellBeWatching_E_170210



