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Week in review 

Canada: Canada’s merchandise trade deficit narrowed from an 

all-time high of C$7.60 billion in April (initially estimated at C$7.14 
billion) to C$5.86 billion in May. Economists expected a C$5.98 billion 
shortfall. Nominal exports rose 1.1% while nominal imports fell 
1.6%.  On the exports side, 7 of the 11 industries covered saw 
increases, led by metal/non-metallic mineral products (+15.1%), 
aircraft/transportation equipment (+5.6%) and consumer goods 
(+2.6%). On the flip side, exports of energy products fell by 5.6%. 
Turning to imports, where large declines in the metal/non-metallic 
mineral products (-16.8%) and motor vehicle/parts (-5.3%) categories 
were only partially offset by a 4.3% gain for consumer goods. Canada’s 
energy surplus with the world narrowed from C$9.3 billion to a 46-
month low of C$8.7 billion, while the non-energy deficit shrank from 
C$16.9 billion to C$14.6 billion. The trade surplus with the United 
States moved from a 52-month low of C$3.1 billion to C$3.2 billion. The 
services trade deficit, for its part, expanded from C$0.4 billion to C$0.8 
billion, which means that the total trade deficit (goods + services) 
moved from C$8.0 billion to C$6.6 billion. In real terms, merchandise 
exports increased 0.7%, while imports retraced 0.6%. 

After reaching an all-time high in April due to tariffs imposed by the U.S. 
administration, Canada's merchandise trade deficit narrowed slightly in 
May. However, this was not due to a rebound in trade with our southern 
neighbours. In fact, shipments to the United States declined for the 
fourth consecutive month in May and now sit 27.1% below the historic 
high reached back in January (C$41.5 billion versus C$56.9 billion).  

 

Exports to other countries, meanwhile, rose by 5.7% m/m in May, a 
development that Statistics Canada attributed largely to a surge in 
shipments of physical gold to Great Britain. (In fact, total gold exports 
reached a record high of C$5.9 billion in May.) Whatever its cause, this 
increase allowed exports to non-U.S. countries to reach a new all-time 
high of C$19.3 billion, a development that highlights Canada's efforts 
to find new export markets. This figure represented 31.7% of our total 
exports, the highest percentage ever recorded outside of the early 
months of the pandemic. Another noteworthy point in the report was 
the narrowing of the energy surplus. The latter fell to its lowest level in 
nearly four years in May, partly due to lower prices, but also to a decline 
in export volumes. These have indeed fallen by 9.2% since December. 
With one month of data still to come, trade in goods looks likely to weigh 
heavily on GDP growth in the second quarter, with real exports (-33.9% 
annualized) tracking a much more substantial decrease than real 
imports (-10.6%). 

 

The S&P Global Canada Manufacturing PMI fell in June to 45.6, down 
from 46.1 in May, marking the fifth consecutive month in contraction 
territory. Output and new orders declined sharply, with production 
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volumes falling at the steepest rate since early 2020. Tariffs remained a 
dominant drag on demand, pricing, and supply chains, particularly 
affecting international sales, which dropped at one of the fastest rates in 
survey history. S&P Global highlighted continued job losses, with 
employment falling for the fifth straight month due to redundancies and 
non-replacement of staff. Purchasing activity and inventories were also 
cut back significantly, as firms faced ongoing uncertainty around trade 
policy and tariffs. While business sentiment improved to its highest level 
since January, it remained below the historical average, reflecting 
persistent concerns over trade relations with the U.S. Inflationary 
pressures eased slightly but remained elevated, driven largely by tariff-
related input cost increases and supply delays. Firms responded by 
raising their selling prices again in June. “No wonder firms therefore 
remained circumspect in their purchasing and inventory management 
decisions during June,” the report noted, as backlogs of work fell sharply 
and capacity pressures remained minimal. 

 

United States: Nonfarm payrolls rose 147K in June, well above 

the 106K Bloomberg consensus forecast and up from a revised 144K 
increase in May. This upside surprise came alongside a 5K upwards 
revision to the prior month, bringing the two-month payroll net revision 
to 16K. Employment in the goods sector rose 6K with a positive 
contribution from construction (+15K) and a negative contribution from 
manufacturing (-7K). Jobs in service-producing industries grew by 68K, 
with big contributions from education and health services (+51K) and 
leisure and hospitality (+20K). All other industries registered relatively 
small changes (+/- 10K). Of the headline job growth, 74K jobs were 
created in the private sector while employment in the public sector grew 
by 73K. Public sector employment was fueled by state governments 
(+47K) and local governments (+33K), slightly offset by the federal 
government (-7K). Average hourly earnings increased 3.7% Y/Y in 
June, slightly below consensus (3.8%) and down from 3.8% in May. 
That’s the smallest since July last year, which printed 3.6%. Month-
over-month, hourly earnings advanced 0.2%, below consensus 
estimates of 0.3% and the 0.4% print in May. Average weekly hours fell 
from 34.3 in May to 34.2 in June, below expectations of 34.3. 

 

Employment per the household survey (similar in methodology to 
Canada's LFS) increased 93K, after a 696K decrease in May. Full-time 
employment was up 437K (after slipping 623K in May) while there were 
367K fewer part-timers. While that’s a healthier full-time reading, it still 
leaves the three-month tally at only 142K. A gain to employment 
combined with a slight decrease in the participation rate (62.3% in June 
from 62.4% in May) allowed the unemployment rate to decrease to 
4.1% from 4.2% in May. 

 

The June U.S. jobs report revealed a significant divergence between the 
ADP and non-farm payroll figures, with ADP showing a loss of 33K jobs 
while non-farm payrolls rose by 147K, surpassing expectations. This 
discrepancy casts further doubt on the reliability of the ADP report. While 
job growth beat consensus for the fourth straight month, prior months 
saw only modest upward revisions. Encouragingly for the Fed, the 
unemployment rate and broader U-6 measure both declined, despite a 
further drop in labor force participation—possibly linked to reduced 
immigration. However, private sector hiring was weak, with just 74K jobs 
added, and gains were largely driven by state and local government 
hiring. Employment growth remained concentrated in less cyclical 
sectors like education and health, while broader job diffusion was below 
historical norms. Overall, job creation in the first half of 2025 was the 
slowest (excluding 2020) since 2010. Rising continuing claims also 
suggest persistent labor market slack. The stronger-than-expected 
report likely rules out a July Fed rate cut, though markets still anticipate 
a September move—albeit with less certainty than previously priced in. 
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In other employment data, the JOLTS report showed an increase in 
job openings during the month of May, from 7,395K to 7,769K, a print 
that clocked in higher than the median consensus estimate. 
Additionally, the layoffs rate ticked down one point from 1.1% to 1.0%, 
and the quits rate rose from 2.0% to 2.1%.  

Initial jobless claims fell from 237K to 233K in the week to June 28. 
Continuing claims, for their part, saw no change at 1,964K in the week 
to June 21. 

 

The ISM Manufacturing PMI edged up to 49.0 in June from 48.5 in 
May but remained in contraction territory for a fourth straight month. 
The report showed a mixed picture, with production rebounding into 
expansion (50.3) after a sharp drop in May, while new orders (46.4) 
and backlogs (44.3) contracted at faster rates. Employment weakened 
further to 45.0, as firms continued to manage headcount cautiously 
despite the pickup in output. Tariff-related pressures were again 
evident, with the Prices Paid Index rising to 69.7, its highest since early 
2022, underscoring persistent cost inflation. Supplier delivery times 
remained slow, though delays eased slightly, suggesting some 
improvement in logistics bottlenecks. Inventories contracted at a slower 
pace, reflecting the tail end of pre-tariff stockpiling activity. External 
demand remained weak, though the New Export Orders Index 
improved to 46.3 from 40.1, and imports also rebounded modestly. 
Despite these gains, both remained in contraction territory, highlighting 

ongoing global trade headwinds. Of the 18 manufacturing industries 
surveyed, nine reported growth in June. Overall, the report pointed to 
a manufacturing sector still under pressure, with 46% of industry GDP 
contracting and a growing share (25%) in deep contraction. 

 

The U.S. trade balance deficit widened to $71.5 billion in May, up $11.3 
billion from April’s revised $60.3 billion. The deterioration was driven by 
a sharp $11.6 billion drop in exports, notably in industrial supplies and 
capital goods, while imports edged down slightly by $0.3 billion. The 
widening gap reflects ongoing shifts in global trade dynamics, with softer 
external demand and softer commodity prices weighing on export 
performance. Notably, the deficit with China narrowed significantly, while 
gaps with Mexico and Ireland widened, highlighting the uneven impact of 
evolving trade flows and policy shifts. 

Travel services also contributed to the weaker trade picture, with both 
exports and imports of travel declining in May. U.S. travel exports, 
spending by foreign visitors in the U.S., fell by $0.3 billion, while travel 
imports, spending by U.S. residents abroad, declined by $0.2 billion. 
Shifting consumer behavior, or lingering effects of tighter immigration and 
visa policies could be impacting the figures. 

World: Inflation in the Eurozone remains for the most part 

contained, despite the headline CPI rising 0.3% in the month of June. 
Year-over-year headline inflation came in at just 2.0%, up only slightly 
from 1.9% in May. Core inflation held steady at 2.3%, indicating that 
underlying price pressures were not far off target. Inflation expectations 
also eased, offering some reassurance to policymakers. The ECB’s 1-
year ahead inflation expectation fell from 3.1% to 2.8%, while the 3-
year expectation declined from 2.5% to 2.4%. This softening in 
expectations suggests that inflation is becoming more anchored, 
aligning more closely with the ECB’s 2% target. 

Christine Lagarde’s remarks at the ECB Forum in 
Sintra emphasized the need for vigilance in a world of more frequent 
supply shocks and structural shifts. While she acknowledged the 
progress made on inflation, she reiterated that the ECB must remain 
cautious, particularly as inflation expectations, though improving, are 
not yet fully aligned with the target. 

State and local government hiring is making up for federal job losses
Change in government employment in 2025

Source: NBC, Bloomberg

-100

-50

0

50

100

150

D
e
c
-2

4

J
a
n
-2

5

F
e
b
-2

5

M
a
r-

2
5

A
p
r-

2
5

M
a
y
-2

5

J
u
n
-2

5

Federal government

State government

Local government

000s (Dec-24 = 0)

It’s a low hiring and low firing environment 
Initial and continuing jobless claims since 2023 (4-week moving average)

Source: NBC, Bloomberg

1,400

1,500

1,600

1,700

1,800

1,900

2,000

200

210

220

230

240

250

260

J
a
n
-2

3

A
p
r-

2
3

J
u
l-
2
3

O
c
t-

2
3

J
a
n
-2

4

A
p
r-

2
4

J
u
l-
2
4

O
c
t-

2
4

J
a
n
-2

5

A
p

r-
2

5

J
u
l-
2
5

000s (4W MA)

Initial claims (L)

Continuing claims (R)

000s (4W MA)

25

30

35

40

45

50

55

60

65

70

75

80

85

90

95

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

U.S.: Stagflationary vibes
ISM Manufacturing Survey

NBC Economics and Strategy (data via Bloomberg)

Index Prices paid

New orders E
x
p

a
n

s
io

n
C

o
n
tr

a
c
ti
o
n

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


  Weekly Economic Watch 
 

 
Economics and Strategy website 4 

 

On the labor front in the Eurozone, the unemployment rate edged up 
to 6.3%, a one tick increase from the prior month. While this marks a 
slight deterioration, it remains a historically low level and does not yet 
signal broad-based labor market weakness. 

The S&P Global Caixin China Manufacturing PMI rose to 50.4 in 
June, up from 48.3 in May, signaling a return to growth in the 
sector. The improvement was driven by a modest rebound in 
production and new orders, supported by better trade conditions and 
promotional efforts. However, export demand remained weak, with new 
export orders declining for the third consecutive month, albeit at a 
slower pace. Despite the recovery in output and sales, employment 
continued to fall, as firms remained cautious amid cost-control efforts 
and softening business confidence. The backlog of work rose slightly 
due to reduced staffing levels. Price pressures eased further, with input 
costs falling for the fourth month in a row and output charges dropping 
at the fastest rate since January. Manufacturers passed on cost 
savings to clients, though rising logistics costs continued to push up 
export charges. Purchasing activity declined again, especially among 
consumer goods producers, while inventories of raw materials 
remained stable and finished goods stocks dipped slightly. Supplier 
delivery times lengthened for the fourth straight month, reflecting 
ongoing logistical delays. 

The J.P. Morgan Global Manufacturing PMI rose to 50.3 in June, up 
from 49.5 in May, signaling a return to expansion for the first time in three 
months. The improvement was driven by rising output and stabilizing new 
orders, with production increasing across major economies including 
China, the U.S., and Japan. Employment continued to decline globally, but 
at the slowest pace in ten months. Sector-wise, output rose across 
consumer, intermediate, and investment goods, though growth was 
weakest in consumer goods. New orders expanded modestly, while export 
orders continued to decline, albeit at a slower rate. Business optimism 
remained subdued and unchanged from May, staying below the long-run 
average for the fifteenth consecutive month. Price pressures diverged 
globally: input and output price inflation accelerated in the U.S., while costs 
declined in China and the eurozone. Supply chain conditions showed 
marginal improvement, with delivery times stabilizing. Despite the modest 
rebound, global manufacturing employment and purchasing activity 
remained soft, reflecting cautious sentiment amid uneven global demand. 

 

What we’ll be watching 

In Canada, the release of the Labour Force Survey will also be 

closely watched. At least 9,000 employees lost their jobs the month 
after The Bay stores permanently closed. This should result in a 
significant decline in the retail sector. However, these losses may have 
been offset by job creation in other sectors because the survey 
methodology continues to overestimate population and employment 
growth. In our opinion, a flat employment print should result in a one-
tenth increase in the unemployment rate, to 7.1%, assuming the 
participation rate remains at 65.3%. An update on the real estate 
market will also be available with the publication of May data on 
building permits. 

 

In the U.S., a very quiet week will be punctuated by the release of 

the June NFIB Small Business Optimism Index and May consumer 
credit data. A few Fed officials are scheduled to speak, notably 
Alberto Musalem (Thursday) and Mary Daly (Thursday). The central 
bank will also release the minutes of its June 17-18 meeting. 

Elsewhere in the world, we’ll keep on an eye on the release 

of May retail sales data in the eurozone. Several June data releases 
are also on the schedule in China, including foreign reserves and the 
consumer price index. 
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Data Update – Table 1 
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