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In its July Monetary Policy Report, the Bank of Canada stated that several labour market indicators point to growing 
slack but added that this weakness was limited to sectors sensitive to trade. We have been warning our readers for 
some time that the Labour Force Survey (LFS), on which the Bank of Canada bases its conclusions, overestimates 
population and employment growth for methodological reasons (see link). This is why we place so much emphasis on 
the alternative survey (which is conducted among businesses rather than households) in order to gain an accurate 
picture of the Canadian labour market. The June data was released this morning, and it is not at all reassuring—quite 
the contrary. According to the survey, total employment fell by 33,000 in June, bringing the total decline since the 
beginning of the year to 47,000. Limiting our analysis to the private sector reveals an even more pronounced decline so 
far in 2025, with 69,000 jobs lost, resulting in the lowest employment level in 28 months. Unsurprisingly given current 
trade situation, the manufacturing sector has declined by 25,000 jobs, and the two major provinces that depend most 
on this sector have shown significant declines (Ontario: -39,000; Quebec: -24,000). However, the weakness is much 
more widespread at the sectoral level than the Central Bank seems to believe. As today's Hot chart shows, only 36% of 
private sector industries have grown over the past six months (i.e. since the beginning of the year), which is unheard of 
outside of a recession. While the Federal Reserve has begun to show unease with a weakening U.S. labour market—
evident in its increasingly narrow breadth of job gains—the outright collapse in Canada should be an even greater cause 
for concern at the Bank of Canada. 
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Canada: Labour market weakness is widespread among private sector
% of sectors showing an increase in jobs over the last 6 months, Canada (250 sectors) and U.S. (251 sectors)
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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-250619.pdf
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