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Last week, our attention was focused on employment data in Canada and the United States, as well as
evolving geopolitical developments in the Middle East.

In Canada, employment rose by 87.8k in May, significantly exceeding consensus expectations for a 10k
increase and marking the strongest monthly gain in 17 months. The improvement was driven entirely by
full-time positions, which increased by 154k, while part-time employment declined by 66.2k. As a result,
the unemployment rate fell from 6.9% to 6.6%, well below expectations, while the employment rate edged
higher to 60.7%. Job gains were broad-based across industries, with notable strength in construction,
manufacturing, transportation and warehousing, helping to alleviate concerns that ongoing trade tensions
with the United States were beginning to materially impact the labour market. Wage growth also
moderated, with average hourly wages rising 3.2% year over year (YoY), down from 4.8% previously.
Overall, the data suggests that while economic uncertainty remains elevated, particularly as trade
negotiations continue, the Canadian labour market has shown greater resilience than anticipated and may
reduce pressure on the Bank of Canada (BoC) to raise rates in response to recent inflation concerns.

In the United States, nonfarm payrolls rose by 172k in May, significantly exceeding consensus expectations
of 88k and marking the third consecutive month of stronger-than-expected job creation. Adding to the
positive surprise, payroll gains from previous months were revised higher by a cumulative 93k, lifting the
three-month average to 188k. Job growth was led by construction, manufacturing, leisure and hospitality,
and healthcare, while employment in temporary help services increased for a fifth consecutive month, a
potentially encouraging signal for future hiring activity. The household survey also painted a constructive
picture, with employment rising by 149k and the unemployment rate holding steady at 4.3% as labour
force participation remained unchanged. Meanwhile, wage growth continued to moderate, with average
hourly earnings rising 3.4% YoY, down from 3.6% previously. Overall, the report suggests that the US
labour market remains on solid footing despite ongoing geopolitical uncertainty. This continued strength is
likely to support the Federal Reserve's (Fed) cautious approach, particularly as policymakers monitor
inflation risks tied to higher energy prices and broader geopolitical developments.

In other news, developments in the Middle East remained in focus as markets continued to assess the
likelihood of a ceasefire between the United States, Israel and Iran. While reports suggested progress
toward a potential agreement, continued missile exchanges throughout the week highlighted the
uncertainty surrounding the situation and left investors with little clarity on when a lasting resolution might
be reached. Meanwhile, the stronger-than-expected US employment data pushed Treasury yields higher
and reinforced expectations that the Fed may keep rates elevated for longer. Equity markets came under
pressure on Friday, with the S&P 500 falling 2.6% and the Nasdaq 100 declining nearly 5%, as rising yields,
geopolitical uncertainty and concerns over stretched valuations triggered a broad pullback in artificial
intelligence and technology shares following months of exceptional gains.

Looking ahead, attention will shift to the Bank of Canada’s interest rate decision, as well as data in the
United States.

Have a great week!
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DISCLAIMER
This document is provided for information purposes only and is intended for use by Accredited Counterparties under the Derivatives Act (Québec) and Qualified
Parties as defined under ASC, BCSC, SFSC, MSC and NBSC orders.
National Bank of Canada and its subsidiaries (the “Bank”) act solely as an arm's length contractual counterparty and not as an advisor or trustee, and are not bound
by any legal obligation to advise on the validity or opportunity to transact an instrument or a financial product. Accordingly, the client should not regard transaction
proposals or other written or oral communications from the Bank as a recommendation to transact or as advice that a transaction is appropriate or meets his
specific financial objectives.
Financial transactions involve a variety of potentially significant risks and issues. Before entering into any financial transaction, it is important to fully understand its
terms, to have evaluated the risks, and to have determined that the transaction is suitable for the client's specific needs and objectives, level of experience,
financial and operational resources, and any other relevant factors. This document does not purport to describe all of the risks associated with financial transactions
and should not be construed as advice in this respect. The Bank strongly recommends independent consultation with tax, legal, accounting and financial advisors
before entering into the transaction in order to obtain an assessment of the benefits and risks of the transaction with respect to the transaction-specific
circumstances.
The contents of this document do not constitute an offer to enter into any transaction. We believe the information to be reliable, but make no representation as to
its accuracy or completeness. This document may refer to some terms included only for discussion purposes and does not constitute a guarantee that a transaction
will be concluded based on those financial terms or otherwise. The strategies, scenarios and risks described and/or presented in this document are based on
hypothetical examples, and the true and final strategies, scenarios and risks may vary depending on the circumstances.
You are not authorized to and you may not deliver or provide any part of this document to any person without the Bank’s prior written consent.



