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MARKET MUSINGS & DATA DECIPHERING 

Lunch with Dave 
CANADIAN JOBS REPORT — DECENT START TO THE YEAR 

• the headline nonfarm 
payroll report came in light 
at +36k 

• the Household survey also 
showed a more modest 
117k jobs being created 
last month 

• there is no doubt that the 
weather exerted a major 
impact 

Canadian jobs report —
decent start to the year: 

• full-time employment rose 
31.1k after a nice 40.5k 
pickup to round out 2010 

• while the majority of the 
job gain was in the civil 
service, the private sector 
did post a decent 22.7k 
payroll expansion in 
January 

• if there was a blemish it 
was that there was no 
growth in the workweek 
but what helped 
compensate for that was 
a 0.9% pickup in average 
hourly earnings 

U.S. employment — snow 
job? 

• bullish or bearish, there 
was something for 
everyone 

IN THIS ISSUE 
Canadian employment again surprised to the upside with a 69.2k gain in 
January versus expectations of a 15k pickup. This was the largest jobs advance 
since April 2010 and took Canadian employment to a fresh all-time high (a 
recent downward benchmark revision wiped this away from December).   

The internals were pretty good too. Although the unemployment rate did jump to 
7.8% from 7.6%, this was entirely due to a 106.4k surge in the labour force — 
something we haven’t seen in 18 years. Absent that effect, which drove the 
participation rate up to 67.0% from 66.7%, the jobless rate would have actually 
fallen to 7.3%, which in turn would have been the lowest since December 2008. 
The “employment rate” or the employment-to-population ratio may well provide a 
more accurate picture as it rose to a five-month high of 61.8% from 61.6% in 
December.  

Full-time employment rose 31.1k after a nice 40.5k pickup to round out 2010. It 
is up in five of the past six months and by a cumulative 201.2k over that span or 
a very healthy 3% annual rate.   

While the majority of the job gain was in the civil service, the private sector did 
post a decent 22.7k payroll expansion in January. The factory sector eked out a 
4k increase, which came on the heels of a huge 66.4k spurt in December and 
should lay to rest the notion that the strong Canadian dollar has destroyed the 
country’s manufacturing base. While construction stabilized, the big story was in 
private sector services (+29.5k) and resources (+14.7k).  

If there was a blemish it was that there was no growth in the workweek but what 
helped compensate for that was a 0.9% pickup in average hourly earnings (and 
+0.7% for average weekly earnings, which is a nice gain indeed and the YoY 
income trend here has pushed back towards the high end of the 2-3% range of 
the past two years).  

Moreover, before becoming overly exuberant, let’s keep in mind that before the 
seasonal adjustment is applied by the statisticians, the raw data showed a 
210.2k total job decline — January is a month that:  

(i) typically sees a hangover after a holiday shopping binge and, 

(ii) most of the country is in a deep freeze.  
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So even adding a single construction worker in Moose Jaw can have an outsized 
impact on the seasonally-adjusted data. Indeed, only in Canada and in the 
month of January can a nationwide 67.2k slide in construction employment then 
be statistically massaged to show a 2.7k increase on a seasonally adjusted 
basis.  

Be that as it may, no employment report is perfect, and as far as January’s 
report is concerned, the headline and the guts of the report deserve a solid B+. 
In its entirety, it is bullish for the Canadian dollar and likely to revive market 
chatter (likely prematurely) over the timing of the next Bank of Canada rate hike. 

U.S. EMPLOYMENT — SNOW JOB?  

There were so many cross-currents in the January employment report that it is 
next to impossible to make book on the data. Bullish or bearish, there was 
something for everyone. All I can say is that the data were not as weak as the 
disappointing headline would suggest, but there was nothing here to suggest 
that the U.S. labour market is progressing at anything remotely close to 
resembling a normal post-recession recovery, even when benchmarked against 
the past two jobless recoveries in the early 1990s and again coming out of the 
tech wreckage a decade ago. Fed Chairman Bernanke highlighted the lack of 
impetus in the jobs market as a chief source of concern and there was nothing 
here that will help alleviate that, sad to say.   

The headline nonfarm payroll 
report came in light at +36k, 
well below consensus views of 
146k and whispered numbers 
ahead of the report that were 
bordering +180k 

The headline nonfarm payroll report came in light at +36k, well below consensus 
views of 146k and whispered numbers ahead of the report that were bordering 
+180k. Not only that, but adjusting for our estimate of what the Bureau of Labor 
Statistics (BLS) birth-death model artificially added, the headline would have 
been -52k! (Of course, because this was such a give-and-take report, the bulls 
would retort that there was also +75k of upward revisions to the back data).  

The Household survey also showed a more modest 117k jobs being created last 
month versus +297k in December (all of the gains and then some were in full-
time positions — for a change!). So at face value, the labour market hardly 
strengthened in January despite all the anecdotal evidence to the contrary 
(though the level of jobless claims is still at levels that would characterize fairly 
tepid job market conditions).   

There is no doubt that the weather exerted a major impact — wouldn’t the 
consensus have realized that ahead of time? It’s not new news that January was 
a terrible weather month and that the data would be impacted. Then again, 
yesterday all we heard on CNBC was how the chain store sales data were 
unaffected by the inclement weather, but somehow the labour market was! Go 
figure. Maybe instead of looking for work, people were choosing to stay warm in 
the malls and spend their extended unemployment insurance cheques and 
newly received payroll tax deductions. What an economy!   

Yesterday all we heard on 
CNBC was how the chain store 
sales data were unaffected by 
the inclement weather, but 
somehow the labour market 
was! 
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Back to the weather. First sector to gauge here would be construction and it 
posted a 32k decline. Then again, this area of the economy is still stuck in the 
mud and not all of this was due to the snow, ice, and sleet. Transportation was 
off 38k and this too is likely reflected by the bad weather. 

Construction is still stuck in 
the mud and not all of this was 
due to the snow, ice, and sleet 

The drop in the workweek to 
34.2 hours from 34.3 hours 
was also clearly weather 
related and should rebound 
when the February data roll out 

In total, the BLS reported that 900k people did not make it to work at some 
point during the month due to the weather. This is well above the norm for 
January (it is typically 450k) although many of these folks would still have 
technically been counted on the payroll even if they missed a few days of work. It 
does pay to note that in the past, when the number of people not at work due to 
weather was this large in January, we almost always saw a February bounce 
back — the only time this did not happen was in the early-1980s recession:   

• January 1996: over 1.8 million people not at work due to weather and NFP 
dropped 19k that month (but in February there was a 434k bounce back in 
NFP) 

• January 1982: nearly 1.1 million not at work due to weather; January NFP 
was -327k (February was -6k) 

• January 1979: close to 800k not at work due to weather; January NFP was 
137k (February was 243k) 

• January 1978: over 800k not at work due to weather; January NFP 187k 
(February was 353k) 

• January 1977: 1.1 million not at work due to weather; January NFP was 244k 
(February was 295k) 

On average, February saw a rebound in the headline number of 260k and on a 
median basis, 295k. So the real picture will be painted when the February data 
are released — the onus will be on a hefty rebound. Absent that, it will be safe to 
say that what we have on our hands is still a very lacklustre labour market 
backdrop.   

The drop in the workweek to 34.2 hours from 34.3 hours was also clearly 
weather related and should rebound when the February data roll out. Once 
again, the decline here was largely concentrated in the construction sector, 
which obviously would be hardest hit by the snow storms — the workweek 
shrank here by 2.6% which last happened in January 2007 (rest assured 
declines like this tend to occur this time of year).   

The bulls will point to the one sector that was relatively unaffected by the 
weather, which was manufacturing. The conditions in this sector were quite 
buoyant, confirming what we saw in other indicators through the month. Factory 
payrolls were up 49k, the third increase in a row and even skeptics like us would 
have to sit up and take notice that this was the best tally since August 1998. 
Overtime hours on manufacturing also edged up.  
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The manufacturing diffusion index soared from 61.7 in December to 69.1 (it was 
45.1 in October!), the highest level since the tech boom was in full gear back in 
January 1998. Too bad this sector today only makes up about an 11% share of 
the economy because it is one of the few that is really humming right now. 
Based on our back-of-the-envelope calculations, the diffusion index in the rest of 
the private sector would have declined around 5% last month.   

There are still pockets of weakness across many sectors. While an M&A boom 
may be underway and banks are now willing to reopen the lending spigots, the 
financial sector shed 10k jobs in January. Government employment was down 
14k, largely in the state and local segment, and this can be expected to persist 
and cast a cloud on the jobs landscape for some time to come. And if temp 
agency employment is indeed a forward-looking labour demand index, it may be 
worth noting that this sector let go a net 11k employees in January, the first 
decline since July 2010. 

While an M&A boom may be 
underway and banks are now 
willing to reopen the lending 
spigots, the financial sector 
shed 10k jobs in January 

Yes, the wage number was 
pretty solid at +0.4% MoM in 
January but a good part of that 
likely reflects the shift in the 
mix of employment towards 
higher-paying manufacturing 
jobs 

As we mentioned, the Household survey showed a modestly positive result 
though smaller than what we saw in December. But there were all sorts of 
bizarre gyrations in this part of the employment report, which contains all the 
crucial labour force ratios.  

First, the labour force contracted a massive 504k and the participation rate 
continues to slide fully 19 months into the economic expansion, which is just an 
off-the-charts development. It shrunk from 64.7% in September to 64.5% in 
November to 64.3% in December and to 64.2% in January. The participation 
rate has not been this low since March 1984. So in what way can we really 
characterize the labour market as being anything remotely close to normal?  

While the level of unemployment did take a big dive in January — down 622k — 
these folks seemed to have left the labour force altogether rather than maintain 
a job search. Not only that, but the working-age population sank 185k in 
January. Surely the level of the working-age population and the level of the 
labour force would not be affected by bad weather in January. 

In any event, absent the slide in the labour force last month, the unemployment 
rate would have gone to 9.3% as opposed to the huge decline to 9.0% from 
9.4% that was actually posted. Call it an aberration or certainly something that 
will need validation in coming months.   

Yes, the wage number was pretty solid at +0.4% MoM in January but a good part 
of that likely reflects the shift in the mix of employment towards higher-paying 
manufacturing jobs. In other words, it may be good for income — though weekly 
earnings lagged behind due to the weather-induced decline in the workweek — 
but it is not inflationary. Also, there may have been some impact from the payroll 
tax cut in the wage data as well. We did some digging and found that a lot of the 
tax preparation software companies were mentioning this was a development 
that would impact wage growth for a little while. Either way, this is not something 
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for the bond market to get ‘fussed’ about and a nice buying opportunity seems 
to be opening up right now — shades of March-April 2010.  

In the final analysis, if you were to ask us to pick just one item out of today’s 
jobs report that accurately depicted the current state of the labour market, given 
all of the inconsistent messages, it would be the Household employment data-
point on a payroll- and population- adjusted basis. This aggregate showed a 
decent but hardly mind-blowing +153k print in January — far from the 498k 
surge in December but right in line with the average of the past 12 months. For 
the growth bulls, this is confirmation of a continued labour market recovery; for 
the bears, it shows that there is still nary a sign of acceleration in employment 
growth at a time when the economy has likely seen its best growth days behind 
it with the inventory cycle running its course and government austerity soon to 
replace the past three years of unrelenting stimulus.    
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Gluskin Sheff at a Glance 
Gluskin Sheff + Associates Inc. is one of Canada’s pre-eminent wealth management firms. 
Founded in 1984 and focused primarily on high net worth private clients, we are dedicated to the 
prudent stewardship of our clients’ wealth through the delivery of strong, risk-adjusted 
investment returns together with the highest level of personalized client service. 
OVERVIEW 
As of December 31, 2010, the Firm 
managed assets of $6.0 billion*. 

Gluskin Sheff became a publicly traded 
corporation on the Toronto Stock 
Exchange (symbol: GS) in May 2006 and 
remains 49% owned by its senior 
management and employees. We have 
public company accountability and 
governance with a private company 
commitment to innovation and service. 

Our investment interests are directly 
aligned with those of our clients, as 
Gluskin Sheff’s management and 
employees are collectively the largest 
client of the Firm’s investment portfolios. 

We offer a diverse platform of investment 
strategies (Canadian and U.S. equities, 
Alternative and Fixed Income) and 
investment styles (Value, Growth and 
Income).1 

The minimum investment required to 
establish a client relationship with the 
Firm is $3 million.  

 

PERFORMANCE 
$1 million invested in our Canadian 
Equity Portfolio in 1991 (its inception 
date) would have grown to $9.1 million2 
on September 30, 2010 versus $5.9 million 
for the S&P/TSX Total Return Index 
over the same period.  

$1 million usd invested in our U.S. 
Equity Portfolio in 1986 (its inception 
date) would have grown to $11.8 million 
usd

2 on September 30, 2010 versus $9.6 
million usd for the S&P 500 Total 
Return Index over the same period. 

 

INVESTMENT STRATEGY & TEAM 
We have strong and stable portfolio 
management, research and client service 
teams. Aside from recent additions, our 
Portfolio Managers have been with the 
Firm for a minimum of ten years and we 
have attracted “best in class” talent at all 
levels. Our performance results are those 
of the team in place. 

We have a strong history of insightful 
bottom-up security selection based on 
fundamental analysis.  

For long equities, we look for companies 
with a history of long-term growth and 
stability, a proven track record, 
shareholder-minded management and a 
share price below our estimate of intrinsic 
value. We look for the opposite in 
equities that we sell short.  

For corporate bonds, we look for issuers 
with a margin of safety for the payment 
of interest and principal, and yields which 
are attractive relative to the assessed 
credit risks involved. 

We assemble concentrated portfolios - 
our top ten holdings typically represent 
between 25% to 45% of a portfolio. In this 
way, clients benefit from the ideas in 
which we have the highest conviction. 

Our success has often been linked to our 
long history of investing in under-
followed and under-appreciated small 
and mid cap companies both in Canada 
and the U.S. 

PORTFOLIO CONSTRUCTION 
In terms of asset mix and portfolio 
construction, we offer a unique marriage 
between our bottom-up security-specific 
fundamental analysis and our top-down 
macroeconomic view.

 
Our investment 
interests are directly 
aligned with those of 
our clients, as Gluskin 
Sheff’s management and 
employees are 
collectively the largest 
client of the Firm’s 
investment portfolios. 
 
 
$1 million invested in our 

Canadian Equity Portfolio 

in 1991 (its inception 

date) would have grown to 

$9.1 million2 on 

September 30, 2010 

versus $5.9 million for the 

S&P/TSX Total Return 

Index over the same 

period. 

 
For further information, 
please contact 
questions@gluskinsheff.com 

Notes: 
Unless otherwise noted, all values are in Canadian dollars. 
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* Preliminary estimate as of January 17, 2011 
1. Not all investment strategies are available to non-Canadian investors. Please contact Gluskin Sheff for information specific to your situation. 
2. Returns are based on the composite of segregated Value and U.S. Equity portfolios, as applicable, and are presented net of fees and expenses. 
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IMPORTANT DISCLOSURES 
Copyright 2011 Gluskin Sheff + Associates Inc. (“Gluskin Sheff”). All rights 
reserved. This report is prepared for the use of Gluskin Sheff clients and 
subscribers to this report and may not be redistributed, retransmitted or 
disclosed, in whole or in part, or in any form or manner, without the express 
written consent of Gluskin Sheff. Gluskin Sheff reports are distributed 
simultaneously to internal and client websites and other portals by Gluskin 
Sheff and are not publicly available materials. Any unauthorized use or 
disclosure is prohibited.  

Gluskin Sheff may own, buy, or sell, on behalf of its clients, securities of 
issuers that may be discussed in or impacted by this report. As a result, 
readers should be aware that Gluskin Sheff may have a conflict of interest 
that could affect the objectivity of this report. This report should not be 
regarded by recipients as a substitute for the exercise of their own judgment 
and readers are encouraged to seek independent, third-party research on 
any companies covered in or impacted by this report.  

Individuals identified as economists do not function as research analysts 
under U.S. law and reports prepared by them are not research reports under 
applicable U.S. rules and regulations. Macroeconomic analysis is 
considered investment research for purposes of distribution in the U.K. 
under the rules of the Financial Services Authority. 

Neither the information nor any opinion expressed constitutes an offer or an 
invitation to make an offer, to buy or sell any securities or other financial 
instrument or any derivative related to such securities or instruments (e.g., 
options, futures, warrants, and contracts for differences). This report is not 
intended to provide personal investment advice and it does not take into 
account the specific investment objectives, financial situation and the 
particular needs of any specific person. Investors should seek financial 
advice regarding the appropriateness of investing in financial instruments 
and implementing investment strategies discussed or recommended in this 
report and should understand that statements regarding future prospects 
may not be realized. Any decision to purchase or subscribe for securities in 
any offering must be based solely on existing public information on such 
security or the information in the prospectus or other offering document 
issued in connection with such offering, and not on this report. 

Securities and other financial instruments discussed in this report, or 
recommended by Gluskin Sheff, are not insured by the Federal Deposit 
Insurance Corporation and are not deposits or other obligations of any 
insured depository institution. Investments in general and, derivatives, in 
particular, involve numerous risks, including, among others, market risk, 
counterparty default risk and liquidity risk. No security, financial instrument 
or derivative is suitable for all investors. In some cases, securities and other 
financial instruments may be difficult to value or sell and reliable 
information about the value or risks related to the security or financial 
instrument may be difficult to obtain. Investors should note that income 
from such securities and other financial instruments, if any, may fluctuate 
and that price or value of such securities and instruments may rise or fall 

and, in some cases, investors may lose their entire principal investment. 
Past performance is not necessarily a guide to future performance. Levels 
and basis for taxation may change. 

Foreign currency rates of exchange may adversely affect the value, price or 
income of any security or financial instrument mentioned in this report. 
Investors in such securities and instruments effectively assume currency 
risk. 

Materials prepared by Gluskin Sheff research personnel are based on public 
information. Facts and views presented in this material have not been 
reviewed by, and may not reflect information known to, professionals in 
other business areas of Gluskin Sheff. To the extent this report discusses 
any legal proceeding or issues, it has not been prepared as nor is it 
intended to express any legal conclusion, opinion or advice. Investors 
should consult their own legal advisers as to issues of law relating to the 
subject matter of this report. Gluskin Sheff research personnel’s knowledge 
of legal proceedings in which any Gluskin Sheff entity and/or its directors, 
officers and employees may be plaintiffs, defendants, co—defendants or 
co—plaintiffs with or involving companies mentioned in this report is based 
on public information. Facts and views presented in this material that relate 
to any such proceedings have not been reviewed by, discussed with, and 
may not reflect information known to, professionals in other business areas 
of Gluskin Sheff in connection with the legal proceedings or matters 
relevant to such proceedings. 

Any information relating to the tax status of financial instruments discussed 
herein is not intended to provide tax advice or to be used by anyone to 
provide tax advice. Investors are urged to seek tax advice based on their 
particular circumstances from an independent tax professional. 

The information herein (other than disclosure information relating to Gluskin 
Sheff and its affiliates) was obtained from various sources and Gluskin 
Sheff does not guarantee its accuracy. This report may contain links to 
third—party websites. Gluskin Sheff is not responsible for the content of any 
third—party website or any linked content contained in a third—party website. 
Content contained on such third—party websites is not part of this report 
and is not incorporated by reference into this report. The inclusion of a link 
in this report does not imply any endorsement by or any affiliation with 
Gluskin Sheff.  

All opinions, projections and estimates constitute the judgment of the 
author as of the date of the report and are subject to change without notice. 
Prices also are subject to change without notice. Gluskin Sheff is under no 
obligation to update this report and readers should therefore assume that 
Gluskin Sheff will not update any fact, circumstance or opinion contained in 
this report. 

Neither Gluskin Sheff nor any director, officer or employee of Gluskin Sheff 
accepts any liability whatsoever for any direct, indirect or consequential 
damages or losses arising from any use of this report or its contents.  
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