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Is Quebec’s labour market weakness cause for concern?

By Alexandra Ducharme and Matthieu Arseneau

Summary

= Over the past twelve months, Quebec has lost 106K jobs according
to the Labour Force Survey (LFS), by far the weakest performance
among Canadian provinces.

= Demographics play a key role in this underperformance. According
to the LFS, Quebec’s population is shrinking, while population aging
is more pronounced than elsewhere in the country, as reflected in the
sharp increase in retirements. This highlights the importance for the
new government of carefully assessing the economic implications of
its lower immigration targets, particularly against a backdrop of
accelerated population aging in Quebec.

= However, the deterioration in the labour market is not solely
attributable to demographics. Rising unemployment and declining
participation within age groups are also contributing to employment
losses, suggesting that cyclical factors are at play.

= Despite the apparent weakness in LFS employment, we remain
cautious about the actual magnitude of the decline, given upcoming
population revisions, the volatility of provincial data and the lack of
corroborating evidence from collective layoffs. The establishment
survey data will be key to assessing the extent of the weakness.

Canadian employment data according to the LFS for September, released
earlier this month, pointed to a further deterioration in the labour market.
Following a decline of 42K in August, employment fell by 68K nationwide
in September, its largest monthly contraction since February 2026.
Employment remains higher than a year ago at the national level, but the
picture varies considerably across provinces. Quebec stands out for its
weakness, having lost 106K jobs since September 2025, by far the worst
performance among the ten provinces.

Canada: The labour market masks regional disparities
Year-over-year change in employment, in thousands, unadjusted for seasonality, September 2026
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What explains this concerning divergence? Against the backdrop of the
ongoing trade conflict, with Quebec facing the highest effective tariff rates
in the country, a shock concentrated in manufacturing and transportation
naturally comes to mind. Yet these two sectors account for only 19% of

employment losses over the past year. The industry breakdown instead
shows that employment has weakened across several sectors over the
past twelve months, pointing to a relatively broad-based deterioration.
Public services, including health care and education, have nevertheless
been particularly weak.

Quebec: Employment losses span multiple sectors
Year-over-year change in employment, thousands, not seasonally adjusted
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These findings lead us to examine the mechanisms that could be
contributing to Quebec’s weakness, starting with population growth. We
find that the population covered by the Labour Force Survey, namely those
aged 15 and over, has declined in Quebec over the past year. This
contrasts with the rest of Canada, where population growth remains
positive despite slowing sharply. Demographic trends can therefore
explain part of the performance gap between the two regions.

Quebec: A shrinking population
Annual change in the population aged 15 and older, based on data from the Labour Force Survey
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Beyond population growth, aging could also explain some of the weakness
in employment. Here, the data show that the phenomenon is more
pronounced in Quebec than elsewhere in the country. The ratio of people
aged 65 and over to those aged 15 to 64 has risen in both regions, but
much more rapidly in Quebec than in the rest of Canada.
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Quebec: More pronounced population aging than elsewhere in Canada
Ratio of people aged 65 and over to those aged 15-64
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This trend is corroborated by retirement data. Over the past year,
retirements have represented a near-record share of Quebec’s labour
force. The only historical precedent occurred in the wake of the voluntary
departure program in the late 1990s. In the rest of Canada, this share has
remained essentially stable over the past twelve months.

Quebec: Rapid increase in retirements
Percentage of employees who have retired in the past 12 months out of the labour force*
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Population aging puts structural downward pressure on the participation
rate, as older age groups are less likely to participate in the labour market.
But how much of the deterioration over the past year does this explain? To
answer this question, we estimated the path of the participation rate while
holding each age group’s participation rate constant at its September 2025
level and allowing the population’s age composition to evolve in line with
official data. Under this scenario, Quebec’s participation rate would have
reached 64.1% in September 2026, compared with the observed rate of
63.7%.

Quebec: A decline in the part. rate that surpasses population aging
Participation rate and participation rate implied by population change
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The 0.4 percentage point gap suggests that the deterioration in the labour
market extends beyond changes in the population’s age structure alone.
This gap is the third largest among Canadian provinces and the largest
among the four biggest provinces.

Quebec: A decline in the part. rate that surpasses population aging
Participation rate and participation rate implied by population change
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Population decline and aging therefore appear insufficient to explain
Quebec’s labour market underperformance. The change in the
unemployment rate over the past year reinforces this conclusion. Quebec’s
unemployment rate has risen by 0.4 percentage points, compared with a
decline of 0.4 percentage points nationally. Quebec has recorded the least
favourable change among all provinces over this period.
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Quebec: Unemployment rate rises over the past year
Year-over-year change in the unemployment rate, unadjusted for seasonality
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We now have a clearer picture of the factors behind Quebec’s weak
employment performance over the past year. Population decline, aging
and cyclical conditions have all contributed. To estimate each factor's
contribution, we use a Shapley decomposition, with the methodology
outlined in the appendix. This approach allocates the change in
employment across three components: population, the participation rate
and the share of the labour force that is employed. We then apply a second
Shapley decomposition to the participation rate to distinguish changes
attributable to shifts in the population’s age structure from those resulting
from changes in participation within age groups.

We find that population aging has been the largest contributor over the past
year, accounting for 35% of employment losses. Population decline
explains a further 14%. Together, these two mechanisms suggest that
structural forces account for roughly half of the decline in employment over
the past year. The remaining half appears more cyclical in nature, with 20%
of the total decline associated with rising unemployment and 32% with
lower participation within age groups, potentially reflecting temporary
withdrawals from the labour market.

Quebec: A breakdown of annual employment changes
Contributions to year-over-year employment changes, September of each year, Shapley decompositions
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Among the four largest provinces, Quebec has recorded the weakest
performance across all components examined.

Canada: A regional perspective on annual employment changes
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Conclusion

Our analysis of Quebec’s LFS data suggests that the decline in
employment has multiple causes. The province appears to be
experiencing both a significant population contraction and a more
pronounced aging than elsewhere in the country. Together, these factors
would explain roughly half of the employment decline over the past year.
These demographic trends highlight the importance for the new
government of carefully assessing the economic implications of its lower
immigration targets, particularly against a backdrop of accelerated
population aging in Quebec.

While acknowledging the labour market weakness associated with these
factors, we remain skeptical about the actual magnitude of the employment
decline reported by the LFS. We will first closely monitor how demographic
revisions are incorporated into the population estimates (link). On the
cyclical side, the survey does show a slight increase in layoffs, but this
trend is not corroborated by collective layoff data. Canadian employment
data are particularly volatile, especially at the provincial level, warranting
caution before placing too much weight on recent fluctuations. We will
closely watch upcoming employment releases from the establishment-
based Survey of Employment, Payrolls and Hours, which could confirm or
call into question the extent of the weakness suggested by the LFS.

Quebec: Layoffs remain under control

People who have lost their jobs in the past 12 months as a percentage of the sum of the labour force and layoffs
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Quebec: No material increase in mass layoffs
Number of employees affected by a notice of collective dismissal (seasonally adjusted by NBC)

10,000 Employees

9,000

8,000
Amazon warehouse closures

7,000 (4500 jobs lost)
6,000 \4

5,000

4,000
3,000
2,000
1,000

0

-1,000

T T T T T T T T T T T T T T T 1
2014 2016 2018 2020 2022 2024 2026 2028
NBC Economics and Strategy (data via Government of Quebec)

Appendix: Methodology

We begin with the following identity:

Labour force Employment

Empl t = Population X
mploymen opuiation Population ~ Labour force

The first component captures population size, the second labour force
participation, and the third labour market conditions.

Since all three factors change over time, we seek to isolate each
factor’s contribution to the change in employment between two periods.

To do so, we use a three-factor Shapley decomposition. This method
considers all possible sequences in which the three factors can
change, calculates each factor’s contribution under each sequence,
and then averages those contributions across sequences.

For example, let x represent population, y the participation rate and z
labour market conditions, measured by the share of the labour force
that is employed.

The contribution of x is calculated by considering the six possible
sequences:

X, Y, Z; AxygZg
X, Z, ¥ ; AXZyy,
Z, ¥, X; Axz1y4
Z, X,y ; AXZ1y,
V, X, Z; AXy1Zg
Y, Z, X ; AXy Zq

L 2Y0Zot2y121+21Y0+YiZo
6

The same procedure is applied to the other two factors.

The contribution is therefore C,, = Ax

The next step is to decompose the change in the participation rate. Two
mechanisms can drive this change: population aging and changes in
participation within age groups, which may reflect cyclical conditions, a
new childcare program, shifts in retirement behaviour or other factors.

To separate these mechanisms, we apply a second Shapley
decomposition, this time using the following identity:

Labour force

M = Y'(Population share of age group

x Participation rate of age group).

Economics and strategy website



https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html

Disclosures

Economics and Strategy

Subscribe to our publications:

NBC.EconomicsStrateqy@nbc.ca

To contact us:
514-879-2529

Stéfane Marion
Chief Economist and Strategist
stefane.marion@nbc.ca

Matthieu Arseneau
Deputy Chief Economist
matthieu.arseneau@nbc.ca

Jocelyn Paquet
Senior Economist
jocelyn.paquet@nbc.ca

Kyle Dahms
Senior Economist
kyle.dahms@nbc.ca

Alexandra Ducharme
Senior Economist
alexandra.ducharme@nbc.ca

Daren King, CFA
Senior Economist
daren.king@nbc.ca

Warren Lovely
Chief Rates and Public Sector Strategist
warren.lovely@nbc.ca

Taylor Schleich
Rates Strategist
taylor.Schleich@nbc.ca

Ethan Currie
Strategist
ethan.currie@nbc.ca

Angelo Katsoras
Geopolitical Analyst
angelo.katsoras@nbc.ca

Nathalie Girard
Senior Coordinator

n.girard@nbc.ca

Giuseppe Saltarelli
Desktop Publisher
giuseppe.saltarelli@nbc.ca

General: This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of CIRO), 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 Reportis for distribution only under such circumstances as may be permitted by applicable law. This Reportis 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 orits 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 s 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.

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 70 St. Mary Axe, London, EC3A 8BE.

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

EU Residents: With respect to the distribution of this report in the member states of the European Union (“‘EU”) and the European Economic Area (‘EEA”) by NBC Paris,
the contents of this report are for information purposes only and do not constitute investment advice, investment research, financial analysis or other forms of general
recommendation relating to transactions in financial instruments within the meaning of Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014
(“MiFID 2). This report is intended only for professional investors and eligible counterparties within the meaning of MiFID 2 and its contents have not been reviewed or
approved by any EU/EEA authority. NBC Paris is an investment firm authorised by the French Prudential Control and Resolution Authority _ (“ACPR”) to provide investment
services in France and has passported its investment services throughout the EU/EEA under the freedom to provide services and has its registered office at 8 avenue
Percier, 75008 Paris, France. “NBC Financial Markets, a subsidiary of National Bank of Canada” is a trade name used by NBC Paris S.A.

NBF is not authorised to provide investment services in the EU/EEA.

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 nofify 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 ffiliates, 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 notintend to: (i) carry on a business in any regulated activity in Hong Kong; (i) hold themselves
out as carrying on a business in any regulated activity in Hong Kong; or (i) actively market their services to the Hong Kong public.

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 NBF.

Economics and strategy website



https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
mailto:NBC.EconomicsStrategy@nbc.ca
mailto:stefane.marion@nbc.ca
mailto:matthieu.arseneau@nbc.ca
mailto:jocelyn.paquet@nbc.ca
mailto:kyle.dahms@nbc.ca
mailto:alexandra.ducharme@nbc.ca
mailto:daren.king@nbc.ca
mailto:warren.lovely@nbc.ca
mailto:taylor.Schleich@nbc.ca
mailto:ethan.currie@nbc.ca
mailto:angelo.katsoras@nbc.ca
mailto:n.girard@nbc.ca
mailto:giuseppe.saltarelli@nbc.ca


    Labour   force population = ∑  ( Population   share   of   age   group × Participation   rate   of   age   group ) .
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