ECONOMIC STUDIES | APRIL 11, 2017

ECONOMIC NEWS

Canada: The Labour Market Slack Seems to Be Fading Away
In its latest establishment survey, the Bank of Canada (BoC) said:
“Indicators of labour shortages suggest that labour market slack
remains but is no longer widening.” We would normally see the
effect of this slack on wage growth, which has stayed relatively
modest despite strong employment growth since last August. For
example, the annual change in the average hourly wage was only
1.1% last March, which is lower than the inflation rate.
That being said, some indicators are starting to signal a gradual
absorption of excess capacity in the labour market. On the one
hand, the overall unemployment rate, which includes discouraged
job seekers, workers waiting for jobs and involuntary part-time
workers, has improved recently. The difference between this
metric and the traditional unemployment estimate has therefore
dropped significantly in recent months (graph 1). On the other
hand, the employment rate, which corresponds to the number
of workers compared with the entire Canadian population, has
increased quite a bit since its cyclical low in July 2016 (graph 2).

GRAPH 1
The overall unemployment rate has improved significantly
Seasonally adjusted versions
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GRAPH 2
The employment rate has regained the ground lost in recent
months
In %
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The sustained employment growth we have seen for some
months should gradually tighten up the labour market slack. If
this trend continues, we could see upward pressure on wages
in a few quarters, which in turn could boost inflation. In the
meantime, the BoC still has a lot of flexibility to manage its
monetary policy. That should prompt it to keep its key interest
rates stable throughout 2017.

63
62
61
60
59
58
1995

1997

1999

2001

2003

2005

2007

2009

2011

2013

2015

2017

Sources: Statistics Canada and Desjardins, Economic Studies

Benoit P. Durocher, Senior Economist

François Dupuis, Vice-President and Chief Economist • Mathieu D’Anjou, Senior Economist
Benoit P. Durocher, Senior Economist • Francis Généreux, Senior Economist • Jimmy Jean, Senior Economist • Hendrix Vachon, Senior Economist
Desjardins, Economic Studies: 514‑281‑2336 or 1 866‑866‑7000, ext. 5552336 • desjardins.economics@desjardins.com • desjardins.com/economics
NOTE TO READERS: The letters k, M and B are used in texts and tables to refer to thousands, millions and billions respectively.
IMPORTANT: This document is based on public information and may under no circumstances be used or construed as a commitment by Desjardins Group. While the information provided has been determined on the basis of data
obtained from sources that are deemed to be reliable, Desjardins Group in no way warrants that the information is accurate or complete. The document is provided solely for information purposes and does not constitute an offer
or solicitation for purchase or sale. Desjardins Group takes no responsibility for the consequences of any decision whatsoever made on the basis of the data contained herein and does not hereby undertake to provide any advice,
notably in the area of investment services. The data on prices or margins are provided for information purposes and may be modified at any time, based on such factors as market conditions. The past performances and projections
expressed herein are no guarantee of future performance. The opinions and forecasts contained herein are, unless otherwise indicated, those of the document’s authors and do not represent the opinions of any other person or the
official position of Desjardins Group. Copyright © 2017, Desjardins Group. All rights reserved.

