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Week in review 

Canada: Residential building permits increased from 292.5K in 

November to 310.2K in December (seasonally adjusted and 
annualized), a print that continues to be high on a historical basis. That 
improvement was caused by a 20.8K increase to 264.4k in the multi-
family segment while the single-family segment registered a 3.0K 
decline to 45.8K. On a regional basis, permits advanced in Ontario 
(+15.0K to 91.4K) and Quebec (+7.0K to 71.9K), while they declined in 
Alberta (-2.9K to 57.6K) and B.C. (-14.9K to 38.5K). 

 

United States: Nonfarm payrolls rose 130K in January, twice as 

much as the median economist forecast calling for a +65K print. This 
positive surprise was only partially offset by a cumulative -17K revision 
to the prior months’ results. Employment in the goods sector rose 36K as 
gains for construction (+33K) and manufacturing (+5K) were only partially 
offset by a 2K decline in the mining/logging segment. Jobs in services-
producing industries, meanwhile, rose 136K, reflecting increases in 
health/social assistance (+124K) and professional/business services 
(+34K). Alternatively, payrolls shrank in the finance/insurance (-22K), 
information (-12K) and transportation/warehousing (-11K) segments. 

Headcounts in the closely followed temporary help services expanded 
for the third month in a row, rising 9K. In total, 172K jobs were created in 
the private sector, while the public sector saw payrolls shrank 42K. In the 
latter case, the decline was concentrated at the Federal level (-34K), but 
state/local administrations also shed workers (-8K). Average hourly 
earnings rose 3.7% on a 12-month basis, unchanged from the prior 
month and in line with consensus expectations. Month on month, 
earnings were up 0.4%. 

The BLS also published the revisions to nonfarm payrolls that resulted 
from the benchmarking process for the period going from April 2024 to 
March 2025. Recall that the establishment survey is a rather imprecise 
report, since it is based on responses to a survey with a fairly small 
sample size of around 120,000 companies and fails to reflect net 
business creation in a timely manner. To compensate for these 
methodological weaknesses, once a year, the Bureau of Labor Statistics 
benchmarks the level of nonfarm payrolls to a much more 
comprehensive employment series called the Quarterly Census of 
Employment and Wages (QCEW). The latter derives its job estimate not 
from a survey, but from tax records and cover roughly 95% of businesses 
in the United States. Revised data showed that, for the 12-month interval 
mentioned above, job creation as reported by the establishment survey 
was overestimated by as much as 898K or roughly 75K per month. 
Although this was the largest revision since 2009, it was not unexpected. 
In fact, the preliminary estimate published in September had flagged an 
even larger revision (-911K).  While job creation remained decent over 
the period subjected to benchmarking, it was much less robust than 
initially forecast (75.9K per month instead of 146.5K). 

 

Released at the same time, the household survey (similar in 
methodology to Canada's LFS) painted an even more upbeat picture of 
the situation prevailing on the labour market, as it showed employment 
rising 528K in January. It should be noted here that this figure was not 
affected by the population control adjustment that normally takes place 
in January each year, as the process was postponed to February due to 
the federal government shutdown. The monthly gain, combined with a 
387K increase in the size of the labour force (the latter due in part to a 
one-tenth increase in the participation rate to 62.5%), meant that the 
unemployment rate moved down from 4.4% to a 4-month low of 4.3%. 
Full-time employment surged 582K, while the ranks of part timers 
expanded 31K. 

Overall, the January's employment reports came in much stronger than 
anticipated, starting with the establishment report, which showed the 
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Canada: Building permits continue to be high on a historical basis
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strongest job gains in 13 months. Accounting for revisions to the prior 
months’ results, this print means that an average of 73K jobs have been 
created over the last three months. While this figure may not seem 
particularly impressive from a historical perspective, it is in fact fairly 
robust when considered in the context of current demographics. This is 
because population growth slowed markedly recently, meaning fewer 
jobs need to be created each month to absorb new entrants to the labour 
force and keep the unemployment rate steady over time. According to an 
analysis by the Dallas Fed, the breakeven number is currently around 
35K per month, which is less than half the current pace. 

 

The details of the establishment survey were for the most part positive. 
Gains were concentrated in the private sector and the cyclical segments of 
construction and manufacturing both reported increases in employment. 
The average number of hours worked per week also edged up, which, 
when combined with solid job gains, led to a sharp increase in aggregate 
hours worked, a good proxy of GDP growth. Meanwhile, employment in 
temporary help services, which often serves as a leading indicator for 
headline employment, recorded a third consecutive monthly increase. 

Without wishing to be a killjoy, it is worth noting two of the main negative 
points in the establishment report. The first was that job creation 
remained concentrated in very few sectors, with health and social 
services accounting for almost all of the job gains during the month. 

 

The other is the continuing deterioration in federal government 
employment. While the administration certainly wants to reduce the 
workforce, the speed of the decline remains staggering, with employment 
in this sector falling by no less than 10.9% since the election of Donald 
Trump. In terms of levels, federal employment is at its lowest since 1966! 

 

Moving on to the household survey, which was even more upbeat. Before 
looking at the details of the report, let us first address the issue of weather. The 
month of January was indeed marked by snowfall and freezing temperatures, 
but most of the bad weather occurred after the survey period and therefore did 
not have an impact on the results. As proof, the number of people who reported 
not being at work due to bad weather was quite low for a month of January. 

 

With that said, job creation was the strongest in a year and caused the 
unemployment rate to fall by one-tenth of a percentage point, even though 
the participation rate increased during the month. Specifically, prime-age 
participation rate (25-54 years old) even hit a near-25-year high of 84.1%. 
The employment rate also increased, moving to a 9-month high of 59.8%. 
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U.S.: Job creation getting less diffuse
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2,680

2,720

2,760

2,800

2,840

2,880

2,920

2,960

3,000

3,040

3,080

2012 2014 2016 2018 2020 2022 2024 2026

Thousands

NBC Economics and Strategy (data via Bloomberg)

U.S.: Federal government shedding workers at breakneck speed
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U.S.: Bad weather not a factor in January
Persons who are not at work due to bad weather, January each year
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Measures of underemployment, such as the number of workers working 
part-time for economic reasons, declined in January, as did the number 
of people of long-term unemployed (27 weeks or more). 

The Consumer Price Index rose 0.2% in January, less than the +0.3% print 
expected by consensus. Prices in the energy segment fell 1.5%, as declines 
for gasoline (-3.2%), fuel oil (-5.7%) and electricity (-0.1%) were only partially 
offset by a 1.0% gain in utility gas services segment. After a 0.7% increase 
that was the steepest since 2022M08, food prices rose a more modest 0.2%. 

The core CPI, which excludes food and energy, rose 0.3%, a result in 
line with consensus expectations. The price of core goods was flat, as 
gains for appliances (+1.3%), apparel (+0.3%), alcoholic beverages 
(+0.2%) and new vehicles (+0.1%) were offset by declines in the used 
vehicles (-1.8%) and medical care commodities (-0.1%) categories. 

Prices in the ex-energy services segment were up 0.4%. The shelter 
component saw a modest gain (+0.2%) that reflected 0.1% decrease in 
the price of lodging away from home (hotels), while the cost of medical 
care services rose 0.3%. The price of transportation services surged 
1.4% on a 6.5% increase in airline fares. Motor vehicles maintenance 
(+0.1%) edged up, while motor vehicle insurance slipped (-0.4%).  

Year on year, headline inflation came in at a 7-month low of 2.4%, down 
from 2.7% the prior month and below the median economist forecast 
calling for a 2.5% print. Meanwhile, the 12-month core measure fell from 
2.6% to a consensus-matching 2.5%. This was the lowest print recorded 
since March 2021.  

 

Headline inflation came in weaker than consensus expectations in 
January (although in line with our own forecast), with the monthly 
increase of 0.2% resulting in a decline in the 12-month rate to an 8-month 
low of 2.4%. Prices in the energy sector contributed to the downward 
surprise, falling by 1.5%, mainly due to a decline in pump prices. Inflation 
in the utility piped services segment rose at a steep clip, a development 
linked to the colder-than-normal temperatures recorded during the 
month. Meanwhile, food prices rose at a much slower pace than in the 
previous month and posted a 2.9% increase over 12 months. 

Core inflation was in line with consensus expectations but could have been 
higher had it not been for another significant decline in the used vehicle 
segment, which we find somewhat suspicious given that other price indices 
(e.g., Manheim) showed a fairly significant increase in the first month of the 
year. In any case, the modest rise in the index on a monthly basis allowed 
the annual rate to slip to its lowest level since March 2021, at 2.5%. 

Prices in the core goods segment remained stagnant, but this was largely 
due to the decline in used vehicle prices mentioned above. The categories 
considered most exposed to customs duties, on the other showed sizeable 
increases: audio equipment (+1.7%), appliances (+1.3%), furniture 
(+0.7%), sporting goods (+0.6%) and, to a lesser extent, apparel (+0.3%). 

 

The rise in the price of core services, the largest recorded in a year, was 
largely due to the increase in the price of plane tickets. Much more 
encouraging was another modest rise in shelter costs, which allowed the 
12-month rate in this crucial segment to fall to its lowest level since 
August 2021. 

 

The decline in inflation is undoubtedly good news for the Federal 
Reserve and keeps alive the possibility of the central bank delivering rate 
cuts in the first half of 2026. However, we would point out that the Fed 
bases its inflation analysis on the PCE index, which has made less 
progress recently than the CPI. And while our baseline forecast includes 
policy rate cuts in the short to medium term, we are more skeptical about 
the Fed's ability to extend its accommodative cycle in the second half of 
the year, when the effects of the One Big Beautiful Bill (and possibly other 
pre-electoral budget measures) begin to be felt in the economy. We’d 
note also that, even if tariffs have less impact than expected, they will still 
maintain upward pressure on consumer prices in the coming months, as 
will a depreciation of the U.S. dollar. All of this argues in favour of caution 
on the part of the Fed. 

The Import Price Index edged up 0.1% from November to December, 
in line with the consensus expectation. Excluding petroleum, IPI 
advanced 0.4% on a monthly basis, higher than the 0.2% increase 
expected. On an annual basis, import prices were flat in December. On 
the other hand, export prices were up 0.3% from November to 
December, an increase above the 0.1% expected by the median 
economist forecast. On an annual basis, they were up 3.1%. 

Retail sales remained flat in December, instead of rising 0.4% as per 
consensus. This followed an unrevised +0.6% print the prior month. 
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Sales of motor vehicles and parts contributed negatively to the headline 
figure in December, as they decreased 0.2% on a monthly basis. Without 
autos, goods outlays were flat, as gains for building materials (+1.2%), 
sporting goods (+0.4%) and gasoline stations (+0.3%) were perfectly 
offset by declines for miscellaneous items (-0.9%), clothing (-0.7%), 
electronics (-0.4%) and restaurant/bars (-0.1%). In all, sales were up in 
just 5 of the 13 categories surveyed. Core sales (i.e. sales excluding food 
services, auto dealers, building materials, and gasoline stations), which 
are used to calculate GDP, contracted 0.1% in the final month of the year 
following a +0.2% print the prior month (initially estimated at +0.4%). 

One of the themes of recent months on the U.S. economic front has 
certainly been the dichotomy between household pessimism, as 
reported by confidence surveys, and the strength of consumption data. 
To anyone willing to listen, consumers keep saying they are concerned 
about inflation and worried about their job prospects. But so far, this 
does not seem to have had much impact on households' propensity to 
spend. However, this week's retail sales data may have cast some 
doubt on this narrative. Not only were December's figures weaker than 
expected, but revisions to previous months' data also revealed a 
weaker spending trajectory than initially anticipated. Sales distribution 
was also quite poor in the final month of the year, with no fewer than 8 
of the 13 categories tracked recording declines. Of particular note is 
the slight decrease in spending at bars and restaurants, the only 
service category included in the retail sales report. 

It's important to note that one shaky month won't completely derail the 
quarter. After all, core retail sales rose 2.6% on an annualized basis in 
the fourth quarter, suggesting that spending on goods will positively 
contribute to GDP growth. But this was still the smallest increase in two 
years and, given that it comes at a time when the job market is sluggish, 
it will raise some questions about the future trajectory of household 
spending. The fact that disposable income has grown more slowly than 
spending in recent months, resulting in a decline in the savings rate, is 
certainly not a positive here. The slowdown in population growth is 
another factor to consider. 

 

But even if consumption were to slow down, a collapse is not in the 

cards. This is because the effects of the One Big Beautiful Bill will soon 

begin to be felt in the economy, boosting labour demand and helping 

to pad household balance sheets. According to the Wharton Business 

School at the University of Pennsylvania, the tax cuts and spending 

increases included in this bill will inject no less than $3.2 trillion into the 

economy over the next decade, with a significant portion of this being 

doled out in the first three years. This year alone, the OBBB is expected 

to add more than $400 billion to the deficit, or about 1.3% of GDP. 

Combined with robust investment spending in AI, this should keep GDP 

growth on a solid path in 2026.  

 

Existing home sales dropped by 8.4% from December to January to 
3,910K (seasonally adjusted and annualized), the biggest monthly decline 
in four years as bad weather weighed on the real estate market despite 
more favorable interest rates. This result was way weaker than the 4.6% 
decline expected by economists polled by Bloomberg. Adding to the 
weakness, the previous month's growth was revised downward from 
+5.1% to +4.4%. The monthly drop was driven by decline in both the single-
family (-9.0% to 3,530K) and the condo segments (-2.6% to 380K). 

On an annual basis, total sales decreased by 7.1% compared to 
December 2024. With the sharp decline in January, the housing market 
continues to be weak on historical basis. Indeed, sales are currently 
about 30% below pre-pandemic levels and 40% below the most recent 
peak, which was reached in January 2021 (6,600K). 

Lower sales, combined with a relatively stable number of houses 
available on the market (from 1,230K to 1,220K), resulted in a two-tenth 
increase in the inventory-to-sales ratio, which advanced to 3.7. Although 
this figure is above pre-pandemic levels, it remains below the long-term 
average of 5.2 and consistent with tight supply (the National Association 
of Realtors considers a ratio below 5 to indicate a tight market). 

 

The NFIB Small Business Optimism Index remained relatively stable, 
moving from 99.5 in December to 99.3 in January, a print still above the 
52-year average of 98 but below the consensus calling for 99.8. On the 
positive side, more respondents were expecting higher sales (from 10% 
to 16%), while fewer were not able to fill positions (33% to 31%). On the 
other hand, fewer respondents were expecting better economic 
conditions (from 24% to 21%), were planning to hire (from 17% to 16%), 
and were increasing capital spending (from 19% to 18%). On prices, a 
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net 26% of firms reported raising their average selling prices, a second 
monthly decline in a row following a record monthly change of 13 points 
in November. The Uncertainty Index, for its part, jumped 7 points from 
December to an elevated 91, returning to its November level.  

Initial jobless claims edged down from 232K to 227K in the week to 
February 7. Continuing claims, for their part, increased from 1,841K 
to 1,862K in the week to January 31. 

World: In China the Consumer Price Index increased by 0.2% from 

January 2025 to January 2026, a print lower than the 0.8% registered the 
previous month and below the 0.4% expected by the consensus. Core 
CPI, which excluded food and energy, increased by 0.8% on an annual 
basis, a smaller print than the 1.2% registered the previous month. On 
the other hand, the Producer Price Index remained in deflation territory, 
declining by 1.4% compared to January 2025, but decreased at a slower 
rate than the previous month (-1.9%) and the expectations (-1.5%). 

What we’ll be watching 

In Canada, the main event will be the publication of the Consumer 

Price Index for January. The slight increase in gasoline prices during the 
month was probably not enough to move the needle, and the headline 
index likely remained unchanged. If we’re right, the annual rate could 
move down by one-tenth of a percentage point to 2.3%. The 12-month 
rate of the CPI-trim may also have fallen, from 2.7% to 2.6%, while the 
CPI-median rate may have remained unchanged at 2.5%. The 
December retail sales report will also be closely watched. Judging by 
earlier auto sales data, which showed an increase during the month, 
spending at car dealerships is likely to have had a positive impact on the 
headline figure. However, this may have been offset by a decline in 
spending at gasoline stations due to lower pump prices. Overall, headline 
goods expenditure is expected to have fallen by 0.5%. Excluding 
automobiles, sales may have fared slightly better, with a more subdued 
decline of 0.4%. The week will also feature the publication of the 
December merchandise trade balance. The decrease in commodity 
prices observed during the month may have weighed on exports, but this 
drag may have been more than offset by an increase in gold shipments. 
Total exports may therefore have expanded, and since we believe this 
gain was only partially offset by an increase in imports, the trade deficit 
may have narrowed from C$2.2 billion to C$1.4 billion. In other news, 
manufacturing sales may have expanded 0.5% m/m in December, on 
increases in the food and motor vehicles/parts subsectors. An update on 
the residential sector will also be provided with the release of January 
housing starts. Judging by the data on building permits, the latter could 
have increased for the third consecutive month, reaching 285K in 
annualized terms, led by the multi-unit segment. Meanwhile, existing 
home sales may have declined by 5.8% nationally in the final month of 
the year, hampered by weaker sales in Vancouver, Toronto, and 
Montreal. We will also monitor the release of the December wholesale 
trade sales figures and the February edition of the CFIB Business 
Barometer. On the central bank side, we will keep an eye on the release 
of the Senior Loan Officer Survey, which collects information on the 
business-lending practices of Canadian financial institutions. 

 

In the U.S., the highlight next week will be the release of fourth-

quarter GDP growth data by the Bureau of Economic Analysis. As has 
been the case in recent quarters, international trade is likely to have 
had a significant impact on the headline growth figure. And given that 
imports fell during the quarter while exports expanded, this impact 
should be strongly positive this time around. On the domestic demand 
side, consumption likely continued to grow at a healthy pace, as did 
investment in equipment and machinery and intellectual property 
products. Conversely, the report will likely show a small decline in 
spending in the residential and non-residential structures segments. All 
told, we expect GDP to have grown by 3.6% on an annualized basis in 
the three months ending in December. Durable goods orders, 
meanwhile, may have expanded 1.0% month over month in December, 
driven by a small increase in bookings for civilian aircraft. Excluding 
transportation, orders may have increased 0.3%. The latest report on 
personal income may show an increase of just 0.1% in December, 
reflecting a subdued gain in the wages and salaries category. 
Meanwhile, personal spending may have increased by 0.3% judging 
by previously released retail sales data. The core PCE deflator is 
expected to have risen by 0.2% month-on-month in December, which 
should keep the annual rate unchanged at 2.8%. Industrial 
production, for its part, may have increased by 0.6% on a monthly 
basis in January, driven by an increase in the public services category 
in a context where temperatures were well below seasonal norms in 
several regions of the United States. An increase in manufacturing 
output may also have supported the headline figure. After a long delay 
caused by the federal government shutdown, data on housing starts, 
building permits, and new home sales will be released for November 
and December. The first clues on the state of the private sector in 
February will be available with the publication of S&P Global’s 
Composite PMI Index. We will also monitor the release of December's 
trade balance data. Several Fed officials are scheduled to speak, 
including Michelle Bowman (Monday, Mary Daly (Tuesday), Raphael 
Bostic (Thursday and Friday), Neel Kashkari (Thursday) and Austan 
Goolsbee (Thursday). The central bank will also release the minutes 
from its January 27-28 meeting. 

 

Elsewhere in the world, the week will be marked by the 

release of Q4 GDP data in Japan. Also in Japan, we will get the CPI 
data for January. The February iteration of S&P Global’s Composite 
PMIs will also be released in the eurozone and Japan. 

 

 

Previous NBC forecasts

Mon: Housing starts (January, saar) 282.4K 285.0K

Manufacturing sales (December, m/m change) -1.2% 0.5%

Tues: CPI (January, y/y chg.) 2.4% 2.3%

CPI-median (January, y/y chg.) 2.5% 2.5%

CPI-trim  (January, y/y chg.) 2.7% 2.6%

Wed: Existing home sales (January, m/m change) -2.7% -5.8%

Thur: Merchandise trade balance (December) -C$2.20B -C$1.40B

Fri: Retail sales (December, m/m chg.) 1.3% -0.5%

Ex-autos retail sales (December, m/m chg.)  1.7% -0.4%

Previous NBC forecasts

Wed: Industrial production (January, m/m chg.) 0.4% 0.6%

Durable goods orders (December, m/m chg.) 5.3% 1.0%

Housing starts (December, saar) --- 1,325K

Fri: GDP (Q4 q/q chg. saar, 1st est.) 4.4% 3.6%

PCE deflator (December, y/y chg.) 2.8% 2.8%

Core PCE deflator (December, y/y chg.) 2.8% 2.8%

New home sales (December, saar) --- 725K

https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
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Economic Calendar – Canada & U.S. 
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Data Update – Table 1 

 

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


 Weekly Economic Watch 
 

 
Economics and Strategy Website  8 

Data Update – Table 2 
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