
 

Cdn. Labour Productivity 
(Q4) 

The information, opinions, estimates, projections and other materials contained herein are provided as of the date hereof and are subject to change without notice. Some of the information, opinions, estimates, projections and other materials contained herein have been obtained from numerous sources and 
Bank of Montreal (“BMO”) and its affiliates make every effort to ensure that the contents thereof have been compiled or derived from sources believed to be reliable and to contain information and opinions which are accurate and complete. However, neither BMO nor its affiliates have independently verified or 
make any representation or warranty, express or implied, in respect thereof, take no responsibility for any errors and omissions which may be contained herein or accept any liability whatsoever for any loss arising from any use of or reliance on the information, opinions, estimates, projections and other 
materials contained herein whether relied upon by the recipient or user or any other third party (including, without limitation, any customer of the recipient or user). Information may be available to BMO and/or its affiliates that is not reflected herein. The information, opinions, estimates, projections and other 
materials contained herein are not to be construed as an offer to sell, a solicitation for or an offer to buy, any products or services referenced herein (including, without limitation, any commodities, securities or other financial instruments), nor shall such information, opinions, estimates, projections and other 
materials be considered as investment advice or as a recommendation to enter into any transaction. Additional information is available by contacting BMO or its relevant affiliate directly. BMO and/or its affiliates may make a market or deal as principal in the products (including, without limitation, any 
commodities, securities or other financial instruments) referenced herein. BMO, its affiliates, and/or their respective shareholders, directors, officers and/or employees may from time to time have long or short positions in any such products (including, without limitation, commodities, securities or other financial 
instruments). BMO Nesbitt Burns Inc. and/or BMO Capital Markets Corp., subsidiaries of BMO, may act as financial advisor and/or underwriter for certain of the corporations mentioned herein and may receive remuneration for same. “BMO Capital Markets” is a trade name used by the Bank of Montreal 
Investment Banking Group, which includes the wholesale/institutional arms of Bank of Montreal, BMO Nesbitt Burns Inc., BMO Nesbitt Burns Ltée/Ltd., BMO Capital Markets Corp. and Harris N.A., and BMO Capital Markets Limited. TO U.S. RESIDENTS:  BMO Capital Markets Corp. and/or BMO Nesbitt 
Burns Securities Ltd., affiliates of BMO NB, furnish this report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of Montreal.  Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO 
Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.  TO U.K. RESIDENTS: The contents hereof are not directed at investors located in the U.K., other than persons described in Part VI of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2001.  
™ - “BMO (M-bar roundel symbol) Capital Markets” and “BMO (M-bar roundel symbol) Nesbitt Burns” are trade-marks of Bank of Montreal, used under licence. © Copyright Bank of Montreal. Harris™ is a trade name used by Harris N.A. and its affiliates. Member FDIC. 

March 16, 2010—8:30 am 

Canadian Productivity & Manufacturing: 
Mission Possible 

We saw a pair of very encouraging reports spill out of Statistics Canada  today which,  together, 
suggest  that Canada’s  recovery  is  deepening  and  taking  on  a  healthier  glow.  Labour  productivity 
posted its fastest quarterly gain since the late 1990s in Q4, rising a consensus‐smashing 1.4% (or 5.5% 
a.r.).  That  doesn’t  quite  erase  the  dreadful  performance  of  the  past  3+  years,  which  had  seen 
productivity essentially stagnate. Still, it left output per hour up 1.1% y/y, precisely in line with its 25‐
year average. With compensation cooling to a 2.1% y/y pace, this cut the growth in unit labour costs to 
an eight‐year low of 1.0% y/y in Q4 (and they were flat from Q3). Unit labour costs are one gauge of 
underlying  inflation  pressure. Overall,  better  productivity  and  subdued  costs  could  suggest  to  the 
Bank of Canada that the economy has a higher speed limit than previously believed in this recovery.  

Meantime, the factory sector continues to recover from last year’s devastating hit. Manufacturing 
sales were much  stronger  than  expected  in  January  at up  2.4%  (and  +2.2%  in  real  terms), with  the 
breadth of the growth even more impressive (17 of 21 industries were up). This was the seventh gain 
in  eight months,  and pushed  sales  10%  above  the depressed  levels of  a year  ago. New orders  also 
nudged  higher  by  0.2%  and  are  now  up  19.3%  y/y. At  the  same  time,  inventories were  cut  again, 
trimming  the  inventory‐sales ratio to 1.33, effectively back  to where  it stood  in Sep/Oct 2008, or pre‐
recession  levels.  The  robust manufacturing  gains  in  January  point  to  a  solid monthly GDP  result, 
hinting at upside risk to our call of 3.7% growth for all of Q1.            

(% change) (avg. ann. : % change)
09Q4 09Q3 09Q2 2007 2006 2005

Labour Productivity (q/q) 1.4    -0.1    -0.2    
(y/y) 1.1    -0.4    -0.2    0.5    1.1    2.4    

Unit Labour Costs (q/q) 0.0    -0.1    0.3    
(y/y) 1.0    2.7    3.6    3.1    3.9    2.4    

Hourly Compensation (q/q) 1.4    -0.3    0.2    
(y/y) 2.1    2.2    3.5    3.6    5.1    4.9    

Hours Worked (q/q) 0.0    0.3    -1.2    
(y/y) -3.3    -4.6    -5.1    1.8    1.6    0.7     

 

The Bottom Line:  Manufacturing  and  weak  productivity  have  been  two  areas  of  vulnerability 
commonly cited in Canada’s recovery; both reported very good news today. Any questions? 
                            Douglas Porter, 416‐359‐4887 


