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An Unbelievable Canadian Jobs Report

Canada, Employment change / UR / wages, m/m 000s SA / % / yly %, August:
Actual: -51.6/6.0/2.6

Scotia: 10/5.9/na

Consensus: 5.0/5.9/na

Prior:  54.1/5.8/3.0

e |f you believe that Canada gained over 50k jobs in July and then ditched them
all in August then there’s land for sale at the heart of the Arctic circle with your
name on it. This report has a 95% confidence interval of +/-54,400 and so
even these outsized ups and downs fall within the realm of possible noise.
The difficult to understand concentration of all of the losses upon Ontario
raises a cautious flag. To the extent to which the hours worked data is
reliable, they are constructive to Q3 GDP growth expectations. Canada’s
short-term bond yields have shaken off the effects and are up on the day
tracking other developments while CAD depreciated following the numbers
but has since reversed half of that reaction and counting.

e After losing 28k full-time jobs in July, August was up 40,400.
e After gaining 82,000 part-time jobs in July, August was down 92,000.

e The unemployment rate increased two-tenths to 6% despite a -16.8k drop in
the size of the labour force.

e Interms of payroll positions, the public sector dropped 38k workers and the
private sector shed 30,700. The number of self-employed workers increased
by 17,200.

e Across sectors, ten of 21 subsectors saw job losses. The goods sector
dropped 30,400 jobs and the services sector dropped 21,200. Within goods,
there were declines of 16,400 in construction, 9,200 in manufacturing, 4,800
in agriculture, and 2,500 in natural resources. Utilities added 2,500. Across
services, the declines were concentrated upon the retail and wholesale trade
sectors (-19,600) and the professional, scientific and technical services
category (-22,100).

e Across provinces, it was all in Ontario where the declines occurred. Jobs fell
by 80,100 driven by a decline of 80,700 in part-time employment as full-time
jobs were flat. That’s the largest drop in Ontario in about nine years dating
back to when the Global Financial Crisis was fresh. The size of the labour
force also declined by 57,700 in Ontario. Ontario’s election was on June 7" so
much more modest hiring and firing effects should have been out of the way
before this report and probably in the June LFS reference period. Further, the
areas where jobs were lost in Ontario last month were in retail/wholesale and
the prof/sci/tech categories. | struggle to think of what went so wrong in
Ontario’s economy during August to validate the loss of 80k jobs and why so
many people exited the workforce last month. Given the history of problems
with this report, the natural inclination is to treat such a decline with a lot of
caution absent much of any explanation provided by Statistics Canada.
Basing data dependent monetary policy on a report like this needs to be done
with extreme care.
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e Elsewhere there were decent increases in Alberta (+16,200) and BC (+9,900). Employment was little changed across other
provinces.

e Hours worked increased for the second consecutive month. They were up 0.2% m/m after a rise of 0.5% in July. For the
quarter as a whole, hours worked are tracking a rise of 1.9% qg/q at a seasonally adjusted and annualized pace assuming that
September comes in flat in order to focus upon the effects of what we already know. Since GDP is hours worked times labour
productivity defined as output per hour worked, the strength in hours worked is a plus for GDP growth while activity readings
that are at a nascent stage of tracking will inform productivity expectations.
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have
been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or
completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading
strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a
recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation
23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed
as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may
engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel
Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank
Inverlat S.A., Institucion de Banca Mdltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all members of
the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is
authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK
Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential
Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available
from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct
Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by
the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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