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B.C. Labour Force Points
to Growing Economy

he labour market in British
I Columbia is showing reasonably

clear signs that the provincial
economy is growing. Overall employment
has been on an upward trend since
November 2001. Even so, people returning
to or entering the labour force continue to
outpace gains in employment, resulting in
an upward trend in the unemployment
rate. Most labour markets remain competi-
tive.

The number of people employed in B.C.
increased by 10,900 in March, after
adjusting for normal seasonal fluctuations.
Full-time employment rose by 16,600 workers, while part-time work dropped by 5,700.
The provincial labour force grew by 16,900 people in March, resulting in an unemploy-
ment rate of 9%, up from 8.8% in February.

The service sector accounted for most of the gains in March, rising by 8,800 workers
on a seasonally adjusted basis. Most of this was in the information, culture, recreation,
accommodation and food service industries. Jobs were also up in public administration,
education, and management and administration. Employment fell in March in the com-
mercial trade, professional, scientific, technical, and transportation and warehousing cat-
egories.

So far this year, however, the goods sector has accounted for most of B.C.’s gains.
This has been mostly in manufacturing, with construction and utilities also contributing.
In the whole first quarter, the service sector showed only a small net increase. Most ser-
vice sector industries added workers, which offset job losses in commercial trade, edu-
cation and public administration.




Employment gains in March were spread widely throughout B.C., with only the Victoria,
Cariboo and Kootenay regions showing small losses. In Vancouver, employment rose by
3,100 jobs and the unemployment rate edged down to 8.2%. Employment in the rest of the
Lower Mainland was fairly stable. The Thompson-Okanagan, Vancouver Island-Coast and
Northeast regions also showed substantial job gains in March.

The March increase was seen mostly among adult men (+8,000). Adult women gained
2,200 jobs and youths aged 15 to 24 gained 500. These demographic trends are reversing
some of the employment losses over the past 12 months, which have been mostly among
adult men.

Housing sales dip to lowest level in three months

All reports coming out of the housing market are very positive - sales gains of 50% or
more, together with rising prices. However, sales volume in March dropped to the lowest
point in three months and was down for the second straight month. This begs the question
- are we seeing the onset of a longer-lasting trend or is this drop a temporary and normal
occurrence? On the balance of evidence and past history, it appears to be a normal develop-
ment, not the beginning of a downtrend.

Seasonally adjusted MLS® housing sales in the Greater Vancouver Real Estate Board fell
to 2,883 units from 3,256 units in February and 3,353 in January. The comparisons with last
year remain very strong, at 46% and 62% on a year-to-date basis. Sales climbed 36% in all
of 2001.

The monthly sales growth trajectory of 50% to 90% annualized during the six months
ending in January could not be maintained indefinitely. That is quite clear from the sales his-
tory. Also, history shows that temporary sales fallbacks do occur during cyclical upswings.
The recent uptick in mortgage rates — about 40 to 100 bps depending on term - could be
behind the sales drop-off or perhaps the more inclement March weather was at play.
Another factor could be that the long Easter weekend fell in March.

More listings are making their way onto the market. New listings are at their highest level
since late 1998 and active listings in March increased for the first time in 18 months. More
listings and fewer sales caused both sales/listings ratios to drop from their highs in March,
but they remained well into the sellers” market range.

Price increases are in the 3% to 7% range,
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April housing sales are expected to show a small gain to about 2,950 units, seasonally
adjusted. In actual terms this means about 3,125 units, down from 3,400 in March. For the
year, sales are predicted to rise 25% to about 35,000 units.

U.S. March jobs report mixed

Employment rose in the U.S. in March, but
February’s original gain was revised to a small
loss, and the unemployment rate notched up
to 5.7% from the previous month’s 5.5%.
Overall, the jobs report gave a mixed reading
of the U.S. economy. We will have to await
further data to get a better sense of the
underlying strength of the emerging recovery.

One positive sign was the increase in the
average manufacturing workweek to 41.7
hours. Other indicators substantiate this
improvement, which reinforces the view that
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the manufacturing recession is over. Inventory restocking is beginning to occur and the con-
cern now is whether improvements in the labour market and manufacturing will be sus-
tained, or instead fizzle out once the need to replenish inventories has been met.

This report does indicate stabilization in the labour market and the broader economy,
though February’s downward revision and the potential for another in March tempers one’s
enthusiasm. This was the first jobs increase since last July. The money and bond markets
also scaled back their enthusiasm for a strong recovery, pushing yields slightly lower and
reducing their expectations for Fed rate hikes. A U.S. economic recovery is unfolding, but
this will be at a moderate pace once the inventory restocking phase is complete.

B.C.'s economy needs to see stronger growth in the U.S. economy to bolster its exports
and to lift commodity prices in general. Better performance than in 2001 is forecast for the
U.S. economy this year and that will be beneficial for B.C., trade disputes notwithstanding.
U.S. real GDP growth is forecast to be in the 1.5% to 2.5% range, compared with 1.2% last

year.




