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Scotiabank Forecast: A Stronger Economy Meets
Renewed Trade Tensions

e Renewed trade tensions are the most important development since our July
forecast. The latest U.S. tariffs and Canada’s retaliation will weigh on Canadian activity,
although the macroeconomic impact is much smaller than the broader tariff threats
contemplated 18 months ago. More fundamentally, the breakdown in negotiations
raises questions about the durability and credibility of future trade agreements.

e Canada enters this renewed period of uncertainty from a much stronger position
than it did six months ago. Growth rebounded sharply in the second quarter, led by
unexpectedly healthy household spending and a recovery in exports. The decline in
the unemployment rate since the spring provides further evidence that the weakness
seen earlier this year was temporary.

e The U.S. economy continues to expand at a moderate pace, but inflation pressures
have broadened. Household spending remains healthy despite limited job creation,
while business investment continues to benefit from Al-related capital spending and
elevated equity valuations. Recent inflation strength appears to extend well beyond
energy prices and may increasingly reflect tariff pass-through.

e The monetary policy outlook has turned more hawkish. The Fed is likely to stay on
hold, as monetary policy is sufficiently restrictive to bring inflation back into a more
comfortable zone. In Canada, we expect the BoC to begin removing stimulus in
December, as firmer growth and upside inflation risks argue for a gradual withdrawal
of monetary support.

The new U.S. tariffs and Canada’s retaliation are the most important developments since
our last forecast. While the headline rates are high, the measures are narrowly targeted,
and their macroeconomic impact should be much smaller than the broader tariff threats
contemplated 18 months ago. The bigger concern is the damage to the bilateral trading
relationship. The breakdown in negotiations, combined with tariffs on traded goods that
had previously been protected under CUSMA, raises doubts about the reliability and
durability of future agreements. That could weigh more persistently on business
confidence and investment, although the effect may be muted because consumers and
firms have become more accustomed to elevated trade policy uncertainty. Our In Focus
box provides more detail on the impact of these renewed tensions.

That said, the renewed tensions come as the Canadian economy is performing much
better than expected. Strong second-quarter growth, together with upward revisions to
the first quarter, confirms that the weakness earlier this year was temporary. Household
consumption was firmer than forecast, and exports rebounded strongly, reinforcing the
view that momentum has recovered. Higher oil prices have also lifted Canadian income
and should continue to support activity.

Overall, our Canadian GDP growth forecast is little changed from July, but retaliatory
tariffs and higher oil prices add a temporary inflation impulse. We expect the Bank of
Canada to begin removing monetary stimulus with a 25 basis point rate increase in
December (chart 1).

The U.S. backdrop is different. Growth has been somewhat slower than expected, but
private domestic demand remains resilient. We expect consumption to slow, though still
outpace population growth, supported by healthy equity markets. Business investment
should also remain firm, helped by Al-related capital spending and supportive financial
conditions. Inflation is the more troubling development, with price pressures showing few
signs of easing. This should keep the Federal Reserve on hold to maintain a restrictive policy.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com
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UNITED STATES: CONSUMER RESILIENCE HAS ITS LIMITS

The broad U.S. growth narrative is little changed from our previous forecast. Real GDP Chart 2
increased by 1.5% annualized in the second quarter, somewhat slower than expected and US Consumption and Employment
down from 2.1% in the first quarter. While the headline number is weak, there is resilience in 40 . Growth Have Disconnected
domestic demand. In particular, consumption was surprisingly robust despite generally soft % change y/y

35

job growth (chart 2).

We attribute a lot of the recent strength to the heightened effects of strong equity markets
on consumption. Household balance sheets and equity market gains continue to provide
support, particularly among higher-income households. Still, these gains are expected to slow 2.0
going forward. Coupled with elevated interest rates, slowing real income growth, and less
excess saving, household spending should moderate. On the flip side, business investment
should remain an important source of growth, supported by Al-related capital expenditures,
strong corporate balance sheets and elevated equity valuations. The composition of growth 05
therefore remains similar to that described in our previous forecast, although the anticipated 0.0

slowdown in consumption is proving more gradual. 22 23 24 2
Sources: Scotiabank Economics, BEA, BLS.

Real PCE
e Employment: Total Nonfarm

Inflation presents a more concerning picture. Price pressures have remained elevated in

recent months, and not just because of higher energy prices: core inflation also remains firm Chart3
(chart 3). As we have discussed before, part of this strength may reflect the delayed pass- . 4Un|ted States: Inflation Still Elevated
through of tariffs into goods prices. Firms were initially able to cushion the impact by drawing | % changey/y

down pre-tariff inventories or compressing margins, but their ability to absorb higher costs 40 |
may be diminishing. Moreover, in an economy operating in excess demand, firms have greater
scope to pass higher costs on to consumers. We continue to expect U.S. inflation to remain 36 F ____pce

above 3% into next year. PCE Ex. Food & Energy

32
The inflation backdrop will be an important concern for the Fed, so we no longer expect U.S. -
rate cuts this year or next. At the same time, rate hikes are not part of our base case, as '
monetary policy already appears restrictive enough to bring inflation gradually back toward 2.4
target next year. Policy is therefore likely to remain tight for the foreseeable future and

continue weighing on the economy. That said, a more hawkish Fed response remains 20

I 3 8 8 8 8 8 & 8
possible, especially if inflation pressures prove more persistent. 3 g < :—% § 3 < é §
CANADA: STRONGER MOMENTUM MEETS NEW TARIFFS Sources: Scotiabank Economics, BEA.

Canadian economic growth should remain healthy in the near term. We expect GDP growth to average 1.1% in 2026 before accelerating to
2.1% in 2027, although these annual figures mask divergent quarterly dynamics. The relatively modest annual growth rate in 2026 largely
reflects the weak start to the year. Looking through that weakness, growth should remain healthy and above potential through the rest of
the year before gradually slowing in 2027. Government spending and business investment should provide important support going forward
(chart 4), but renewed trade tensions are expected to weigh on exports in the second half of this year and into 2027.

Higher commodity prices will continue to provide an additional lift through the terms-of-trade channel. As a net energy exporter, Canada
receives a national income gain when the price of its exports rises relative to the price of its imports. Higher energy revenues support
corporate profits, government revenues and capital spending, eventually feeding into employment and household income. These gains are
partly offset by the effect of higher gasoline prices on purchasing power, but the net impact on Canadian activity is positive.

The federal government’s economic transformation agenda should also become a more visible source of growth in 2027. The initial boost
will come from higher public investment, including infrastructure and defense-related spending. Over time, these investments should also
support private capital spending by improving expected returns on new projects. We expect the impact on growth to become more
meaningful, and to increase gradually, over 2027-28. While these measures should ultimately lift Canada’s productive capacity, they will
add to demand in the near term as projects get underway. That will put additional pressure on the economy’s productive apparatus and
create some upside pressure on inflation.

Global Economics 2
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Labour market conditions have been volatile recently but have generally improved inrecent ~ Chart4

months. The unemployment rate has declined and employment growth has recovered from Canadian Business Investment
the weak readings seen earlier in the year. Although the labour market is not yet tight, these 295,000 - Expected to Recover orecast
developments are consistent with the broader pickup in growth and demand. Renewed trade CAD 2017 mn i
tensions are still likely to weigh on labour market conditions later this year, mainly by slowing 290,000 | _
hiring in trade-exposed sectors. However, support from the transformation agenda, other e -
fiscal initiatives and healthy growth should provide an important offset. 285,000
On inflation, the recent data flow has been encouraging but upside risks have increased. Total 280,000 r
CPI remains elevated at 3%, but core inflation is close to the 2% target, suggesting that
underlying price pressures are still broadly under control (chart 5). We expect headline 275000
inflation to remain elevated in the near term, reflecting higher oil prices. As oil prices 270,000 |
normalize, those pressures should gradually ease. Important upside risks nevertheless ;
remain. Geopolitical tensions could push oil prices higher still, while producer prices and our 265,000 T T —

24 25 26 27

underlying cost-pressure measure continue to point to important risks to the upside." We are
. . . . . . Sources: Scotiabank Economics, Statistics Canada.
particularly concerned about the potential spillovers from elevated gasoline and diesel prices

to broader transportation and production costs, and ultimately to CPI inflation. The most Chart5s

likely outcome remains a gradual return of inflation toward target, but geopolitical risks and Canada: Core Inflation Still

lingering cost pressures leave the distribution of risks tilted to the upside. Close to Target

Against this backdrop, we expect the Bank of Canada to begin normalizing rates in December. 600 1 % foreLSt’
Although an October hike is possible, it is not our base case. Trade policy uncertainty remains 5.00 BoC: Average of New
elevated, and core inflation is still broadly well behaved, giving the BoC room to wait for more _E;re cPis
evidence before moving. The timing of rate hikes is therefore highly uncertain, but the +00
direction of travel is clearer: with growth firming and inflation risks tilted to the upside, 3.00
interest rates are likely to increase this year. We also see risks to growth as broadly balanced, ;
making a gradual withdrawal of stimulus a prudent form of risk management. In particular, 200

removing some stimulus would help guard against a more damaging scenario in which 1.00

elevated oil prices feed into broader price pressures and begin to de-anchor inflation

expectations (see the outcome of such a scenario analysis here). A shift toward a more 0.00 23 24 25 % 27

neutral stance would therefore be appropriate. Sources: Scotiabank Economics, Bank of Canada,

Statistics Canada.
RISKS TO INFLATION ARE TILTED TO THE UPSIDE
e  Further escalation in trade tensions. The latest escalation clearly raises the downside risks around trade policy. By calling into question
the reliability and credibility of future trade agreements with the U.S., the dispute could have longer-lasting implications for business
confidence, investment decisions and the upcoming CUSMA review.

e Persistent geopolitical tensions and upside oil price risks. Geopolitical tensions in the Middle East continue to restrict oil supply. Our
forecast assumes tensions de-escalate and supply gradually recovers, but inventories will still need to be rebuilt, and longer disruptions
cannot be ruled out. That leaves crude prices vulnerable to further increases. Such a scenario would lift headline inflation and could
feed into inflation expectations, requiring a stronger monetary policy response.

e  Fiscal policy could provide more stimulus. Federal and provincial governments could introduce a sizeable fiscal package this fall to
cushion the impact of the trade tensions. That would strengthen the growth impulse in 2027, add further inflation pressure, and likely
push the BoC toward a higher policy rate path. The major-projects initiative is another upside risk, especially if it triggers a larger private
investment response than we have built into our forecast.

TWe argued in a previous note that rising cost pressures act as an amplifier of upside inflation risks.

Global Economics 3
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In Focus: The Macroeconomic Impact of Renewed Trade Tensions

The latest dispute started after bilateral talks failed and the U.S. imposed 50% tariffs on roughly $20 billion of Canadian goods. Canada
responded with dollar-for-dollar counter-tariffs on U.S. goods, with rates of 15%, 25% and 50%, effective September 8. The U.S. measures
cover only about 5% of Canada’s exports to that market, but they are notable because they hit goods that had previously benefited from
CUSMA protection. On September 8™, the U.S. escalated further by barring Canadian products from federal procurement (see more details
here).

Overall, the product-level tariff rates are high, but the increase in the effective tariff rate on Canadian exports to the U.S. is much smaller, at
roughly 3.5 percentage points. Our simulations suggest that the direct impact of U.S. tariffs would lower the level of Canadian GDP by about
0.3% at its peak around mid-2027, mainly through weaker exports. Higher U.S. prices reduce demand for affected Canadian goods, forcing
exporters to cut production, hiring, investment and purchases from domestic suppliers. The national impact is manageable, but the pain will
be much larger for exposed industries and communities.

Canadian retaliation adds a second, smaller hit to Table 1: Impact of New Tariffs on the Canadian Economy (%, at Peak)

activity, worth about 0.1% of GDP. Tariffs on U.S.

imports raise costs for households and businesses, GDP Inflation
reducing purchasing power and weighing on US Tariff 03 0.0
consumption and investment. Some of that impact Canadian Retaliation -0.1 02
should be softened as buyers switch to domestic Total -0.4 0.2
suppliers or imports from other countries. Tariff Source: Scotiabank Economics.

revenues are also recycled into support for affected
firms, providing a partial offset.

Overall, we estimate that this new wave of tariffs will lower the level of Canadian GDP by about 0.4% and raise inflation by 0.1to 0.2
percentage points (table 1). Taken on its own, that inflation hit points to a somewhat higher policy rate path.

Global Economics 4
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2010-19

World (based on purchasing power parity) 37
Canada 23
United States 2.4
Mexico 23
United Kingdom 20
Eurozone 14
Germany 20
France 14
China 7.7
India 6.9
Japan 13
South Korea 35
Australia 2.6
Thailand 36
Brazil 14
Peru 45
Chile 33

2023 2024 2025 2026f 2027f

Real GDP
(annual % change)

33 34 34 32 31

20 20 19 11 21
29 28 21 20 20
31 15 0.5 1.0 1.0

03 1.0 13 11 11
05 11 13 0.9 13
-0.8 0.0 03 1.0 12
18 14 0.9 0.4 09

5.4 5.0 5.0 46 43
73 7.2 78 6.6 6.8
0.9 0.1 12 0.6 0.7
15 22 11 35 20
21 1.0 2.0 20 18
22 29 24 20 19

32 34 23 19 18
-0.4 35 34 35 33
0.7 28 25 03 35

2010-19

16
18
40

22
14
14
13

26
6.6
0.5
17
21
16

5.8
28
29
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International

2023 2024 2025  2026f

Consumer Prices
(annual average % change, unless noted)

39 24 21 29
41 30 26 35
55 4.7 38 38

73 25 34 30
5.4 24 21 29
6.0 25 23 27
5.7 23 0.9 23

0.2 0.2 0.0 12
57 5.0 22 48
33 2.7 32 20

36 23 21 27
56 32 2.8 38
12 04 -0.1 22
46 44 5.0 45
6.3 24 15 41

73 39 42 37

2027f

24
27
4.1

26
24
24
20

12
48
22
22
2.8
15

43
2.8
35

WTI Qil (USD/bbl) 74
Brent Oil (USD/bbl) 82
WCS - WTI Discount (USD/bbl) -18
Nymex Natural Gas (USD/mmbtu) 339
Copper (USD/Ib) 3.10
Zinc (USD/Ib) 1.02
Gold, (USD/oz) 1,342
Silver, (USD/oz) 21.64

(annual average)

78 76 65 86 74
83 81 69 92 80
-19 -15 -12 -17 -14
273 227 353 350 350
385 415 451 615 615
120 126 130 160 150

1,943
2338

2,386
2821

3,442
39.80

4,500
70.00

4,500
65.00

Sources: Scotiabank Economics, Statistics Canada, Focus Economics, BEA, BCB, BLS, IMF, Bloomberg.
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2010-19 2023 2024 2025 2026f 2027f 2010-19 2023 2024 2025 2026f 2027f
Canada United States
(annual % change, unless noted) (annual % change, unless noted)

Real GDP 23 2.0 2.0 19 11 21 2.4 2.9 2.8 21 2.0 2.0
Consumer spending 25 23 22 23 23 1.8 23 2.6 29 2.6 21 1.4
Residential investment 24 -93 0.0 0.6 -1.4 7.0 4.7 -7.8 32 -2.2 -37 -0.3
Business investment* 3.0 34 -0.4 03 15 19 5.6 73 29 41 6.3 23
Government 11 2.9 4.2 32 19 2.7 0.2 35 38 11 0.3 0.9
Exports 35 6.2 0.9 -1.4 2.7 -0.2 39 2.8 36 1.6 36 0.9
Imports 3.7 1.2 0.7 -0.3 2.6 19 43 -0.9 5.8 2.7 25 -1.4
Inventories, contribution to annual GDP growth 0.1 -1.2 -0.2 0.0 -0.6 0.3 0.1 -0.4 0.0 -0.1 -0.2 0.2

Nominal GDP 4.0 35 4.8 4.4 5.8 4.9 4.1 6.7 53 5.0 6.2 54

GDP deflator 17 15 2.7 25 4.6 2.8 1.6 37 2.5 2.8 41 33

Consumer price index (CPI) 16 39 2.4 21 29 2.4 1.8 41 3.0 2.6 35 2.7

Core inflation rate** 17 4.0 29 29 22 23 1.6 4.2 29 2.8 32 25

Pre-tax corporate profits 6.3 -11.8 -23 6.2 17.8 45 59 7.6 5.1 73 16.1 5.0

Employment 13 3.0 19 14 0.6 12 1.4 22 12 0.5 0.3 0.9

Unemployment rate (%) 6.9 54 6.4 6.9 6.5 6.1 6.2 3.6 4.0 43 4.2 4.0

Current account balance (CAD, USD bn) -56.9 -20.4 -15.0 -30.8 3.0 -29.0 -386 -931 -1199 -177 -1050 -992

Merchandise trade balance (CAD, USD bn) -13.6 -0.9 -72  -314 17.3 -5.1 -763 1058 -1213 -1260 -M41 -1118

Federal budget balance (FY, CAD, USD bn) *** -18.7 -61.9 -36.3 -66.9 -653 -63.1 -829 -1,694 1915 -1775 -2,061 -1,994
percent of GDP -1.0 -21 -1.2 =21 -1.9 -1.8 -4.8 -6.1 -6.5 -5.8 -6.3 -5.8

Housing starts (000s, mn) 201 240 245 259 246 253 0.99 1.42 137 136 135 133

Motor vehicle sales (000s, mn) 1,816 1,684 1,819 1,894 1,882 1,927 15.7 15.5 15.9 16.3 16.2 16.6

Industrial production 2.4 0.6 0.6 1.0 14 22 17 -0.2 -0.6 11 15 22

Mexico
(annual % change)

Real GDP 23 3.1 15 0.5 1.0 1.0

Consumer price index 4.0 55 4.7 38 38 41

Unemployment rate (%) 4.4 2.8 2.7 2.6 29 33

Sources: Scotiabank Economics, Statistics Canada, CMHC, BEA, BLS, Bloomberg. *For Canada it includes capital expenditures by businesses and non-profit institutions.
** US: core PCE deflator; Canada: average of 2 core measures published by the BoC. *** In order to align with US reporting, as of the August 2020 issue of Scotiabank's Forecast Tables, Canadian
Federal and Provincial Budget Balances for FY2023/24 are noted in calendar year 2023, FY2024/25 in calendar year 2024.

Quarterly Forecasts

2024 2025 2026 2027

Canada Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f
Real GDP (g/qg ann. % change) 28 29 -1.0 19 -1.0 03 33 21 24 20 17 18 20
Real GDP (y/y % change) 31 31 20 17 0.7 0.1 11 12 20 25 20 20 19
Consumer prices (y/y % change) 19 23 18 20 22 22 29 31 35 31 25 22 19
Average of new core CPIs (y/y % change)* 26 28 30 31 28 23 2.0 21 23 24 24 23 22
CPIXFET (y/y % change)** 22 26 26 25 25 19 16 19 21 22 22 22 21
Unemployment Rate (%) 6.8 6.7 6.9 7.0 6.8 6.6 6.7 6.4 6.3 6.2 6.1 6.1 6.1
United States

Real GDP (g/q ann. % change) 19 -06 38 44 05 21 15 19 17 23 2.0 19 19
Real GDP (y/y % change) 24 2.0 21 23 2.0 2.7 21 15 18 18 2.0 2.0 2.0
Consumer prices (y/y % change) 2.7 2.7 25 29 28 2.7 38 39 34 35 29 23 2.0
Total PCE deflator (y/y % change) 26 26 24 2.7 28 31 39 36 35 31 24 20 18
Core PCE deflator (y/y % change) 30 28 27 29 29 31 34 33 30 28 26 24 22
Unemployment Rate (%) 41 41 42 43 45 43 43 41 41 41 4.0 40 4.0

* Average of 2 core measures published by the BoC. ** CPI ex. food, energy and indirect taxes. Sources: Scotiabank Economics, Statistics Canada, BEA, BLS, Bloomberg.
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Central Bank Rates

2024 2025 2026 2027

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f
Americas (% end of period)
Bank of Canada 325 2.75 2.75 2.50 2.25 225 2.25 2.25 250 3.00 3.00 3.00 3.00
US Federal Reserve (upper bound) 4.50 4.50 4.50 4.25 3.75 375 375 375 3.75 3.75 3.75 3.75 3.75
Bank of Mexico 10.00 9.00 8.00 7.50 7.00 6.75 6.50 6.50 6.50 6.50 6.50 6.50 6.50
Central Bank of Brazil 12.25 14.25 15.00 15.00 15.00 14.75 14.25 13.75 13.75 13.50 13.00 12.50 12.00
Central Reserve Bank of Peru 5.00 4.75 450 425 425 4.25 4.25 425 425 425 425 425 4.25
Central Bank of Chile 5.00 5.00 5.00 4.75 4.50 450 450 450 450 425 4.25 4.25 4.25
Europe
European Central Bank MRO Rate 3.15 2.65 215 2.5 2.5 215 2.40 2.65 2.65 2.65 2.65 2.40 2.40
European Central Bank Deposit Rate 3.00 250 2.00 2.00 2.00 2.00 2.25 250 250 2.50 2.50 2.25 2.25
Bank of England 4.75 4.50 4.25 4.00 3.75 375 375 375 3.75 3.75 3.75 3.75 3.75
Asia/Oceania
Reserve Bank of Australia 435 410 3.85 3.60 3.60 410 4.35 435 435 435 435 435 435
Bank of Japan 0.25 0.50 0.50 0.50 0.75 0.75 1.00 1.25 125 150 150 150 150
People's Bank of China 150 150 140 140 140 140 140 140 130 130 120 120 120
Reserve Bank of India 6.50 6.25 5.50 5.50 5.25 5.25 5.25 5.25 5.50 5.50 5.75 5.75 5.75
Bank of Korea 3.00 275 250 2.50 2.50 250 250 3.00 3.00 325 325 325 325
Bank of Thailand 225 2.00 175 1.50 125 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Currencies and Interest Rates
Americas (end of period)
Canadian dollar (USDCAD) 144 144 136 139 137 139 142 139 137 136 1.35 134 133
Canadian dollar (CADUSD) 0.70 0.70 0.73 0.72 0.73 0.72 0.70 0.72 0.73 0.74 0.74 0.75 0.75
Mexican peso (USDMXN) 20.83 20.47 18.75 18.31 18.01 17.94 17.49 17.51 17.65 17.77 17.91 18.07 18.24
Mexican peso (CADMXN) 14.48 1423 13.78 13.15 1312 12.90 1232 12.60 12.88 13.07 13.27 13.49 1371
Brazilian real (USDBRL) 6.18 57 543 532 5.47 5.18 5.16 517 5.18 519 519 5.20 5.20
Peruvian sol (USDPEN) 374 3.68 354 347 3.36 3.48 341 338 335 340 3.36 340 340
Chilean peso (USDCLP) 995 951 932 963 901 926 922 900 870 870 870 870 870
Europe
Euro (EURUSD) 1.04 1.08 118 117 117 116 114 118 120 120 121 121 122
UK pound (GBPUSD) 1.25 1.29 137 134 1.35 132 133 136 137 138 138 139 139
Asia/Oceania
Japanese yen (USDJPY) 157 150 144 148 157 159 163 159 157 155 153 150 148
Australian dollar (AUDUSD) 0.62 0.62 0.66 0.66 0.67 0.69 0.69 0.72 0.73 0.73 0.74 0.74 0.75
Chinese yuan (USDCNY) 7.30 7.26 7.6 7.2 6.99 6.89 6.79 6.73 6.73 6.71 6.68 6.65 6.62
Indian rupee (USDINR) 85.6 85.5 85.8 88.8 89.9 94.8 94.7 95.1 95.2 95.5 955 955 955
South Korean won (USDKRW) 1472 1473 1354 1404 1440 1519 1549 1350 1375 1400 1400 1400 1400
Thai baht (USDTHB) 341 339 325 324 315 33.0 332 33.0 329 327 325 323 321
Canada (Yields, %)
3-month T-bill 3.15 2.61 2.65 242 2.19 234 2.26 230 2.60 3.05 3.05 3.05 3.05
2-year Canada 293 2.46 2.59 247 2.59 282 2.75 315 320 3.25 3.25 3.25 3.25
5-year Canada 297 2.61 282 2.75 297 3.09 3.01 345 350 3.55 3.55 3.55 3.55
10-year Canada 323 297 3.27 318 343 347 338 3.85 3.75 3.75 3.75 3.75 3.75
30-year Canada 333 322 357 3.63 3.86 3.90 377 420 415 410 4.05 4.05 4.05
United States (Yields, %)
3-month T-bill 414 419 4.29 3.85 352 3.69 37 3.85 3.75 3.70 3.65 3.65 3.65
2-year Treasury 4.24 3.88 372 361 348 3.80 417 4.40 430 4.15 4.00 4.00 4.00
5-year Treasury 4.38 3.95 3.80 374 373 3.94 423 4.60 450 435 430 425 425
10-year Treasury 457 421 4.23 4.15 417 432 4.47 4.80 4.70 4.60 4.50 4.50 4.50
30-year Treasury 4.78 457 4.77 473 4.85 491 4.95 530 5.20 5.10 5.00 5.00 5.00
Sources: Scotiabank Economics, Bloomberg.
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(annual % change except where noted)
Real GDP CA NL PE NS NB QC ON MB SK AB BC
2010-19 2.3 11 21 1.2 0.7 19 2.3 2.2 23 2.6 29
2023 2.0 -3.0 2.9 2.4 2.0 0.7 24 2.8 31 25 2.8
2024 2.0 2.7 38 31 2.7 17 1.6 1.7 3.0 3.0 11
2025 1.9 35 2.8 23 2.0 0.6 13 13 22 2.7 2.0
2026f 11 2.8 1.6 13 15 0.6 0.7 17 2.0 27 0.7
2027f 2.1 21 22 21 1.9 16 1.9 21 2.5 3.0 2.0
Nominal GDP
2010-19 4.0 3.7 42 3.0 2.8 38 4.1 39 35 3.7 45
2023 35 -4.0 6.7 7.6 35 4.7 6.9 54 -37 -4.0 3.6
2024 48 4.6 75 8.0 4.0 59 51 33 0.0 51 35
2025 44 45 6.0 52 48 35 4.1 4.0 4.0 4.1 4.7
2026f 58 11.4 52 47 5.0 39 4.0 5.0 8.7 121 4.1
2027f 49 01 6.7 6.4 6.3 59 6.1 6.3 2.8 -0.6 6.3
Employment
2010-19 13 0.7 13 0.3 0.0 11 14 1.0 0.9 13 2.0
2023 3.0 18 6.2 2.7 35 3.0 31 2.7 1.6 3.7 2.6
2024 19 2.8 35 32 2.9 1.0 17 2.5 2.6 31 23
2025 14 -0.1 1.2 04 13 17 1.0 1.6 2.5 2.8 11
2026f 0.6 0.5 2.8 12 12 -0.2 04 1.8 0.7 32 -04
2027f 1.2 1.0 25 15 15 0.6 0.9 2.0 13 33 0.6
Unemployment Rate (%)
2010-19 6.9 133 10.6 8.8 95 7.1 7.0 5.6 53 6.2 6.2
2023 54 10.0 72 6.4 6.6 45 5.6 49 47 5.9 5.2
2024 6.4 10.0 7.9 6.5 7.0 53 7.0 5.4 5.4 7.0 5.6
2025 6.9 101 8.0 6.6 Al 5.6 7.7 5.9 52 7.2 6.2
2026f 6.5 9.1 7.6 6.7 7.0 5.4 7.4 5.6 57 6.5 6.6
2027f 6.1 8.8 6.6 6.2 6.9 52 7.1 49 58 57 6.5
Total CPI, annual average
2010-19 16 2.0 1.6 17 18 15 19 18 18 17 1.6
2023 39 33 2.9 4.0 35 45 3.8 3.6 39 33 4.0
2024 24 18 19 23 22 23 24 1.0 14 29 26
2025 21 14 14 2.0 17 2.5 19 2.7 21 19 21
2026f 29 29 2.7 31 33 32 24 3.6 33 3.0 2.7
2027f 24 25 25 2.4 2.7 2.5 24 2.8 2.7 2.6 24
Housing Starts (units, 000s)
2010-19 201 2.2 0.8 42 2.7 44 70 6.6 6.0 31 34
2023 240 1.0 11 7.2 45 39 89 Al 4.6 36 50
2024 245 17 17 7.4 6.2 49 75 7.2 43 48 46
2025 259 1.6 18 9.8 7.6 60 65 7.9 6.2 55 44
2026f 246 17 1.8 73 6.6 58 67 85 6.3 47 42
2027f 253 18 17 7.7 6.5 59 71 8.4 6.4 48 43
Motor Vehicle Sales (units, 000s)
2010-19 1,816 33 7 52 42 441 738 56 54 239 199
2023 1,684 27 8 42 38 M 718 49 45 209 205
2024 1,819 33 9 49 44 473 764 58 51 223 214
2025 1,894 36 9 55 47 457 787 63 55 234 215
2026f 1,882 35 9 57 46 464 787 60 53 229 208
2027f 1,927 32 8 57 46 469 815 60 53 234 221
Budget Balances, (CAD mn)
2022 -35,322 321 14 123 1,002 -3,126 -5,863 373 1,581 1,641 956
2023 -61,876 -459 -15 142 500 -5,994 -693 -1,971 182 4,285 -5,035
2024 -36,300 -297 -164 82 -104 -5175 -1,090 -1,149 -249 8,320 -7,347
2025f -66,900 -729 -450  -1,249 -1,328 -5,502  -12,300 -1,661 -947 -4,134 -7,700
Sources: Scotiabank Economics, Statistics Canada, CMHC, Budget documents; Quebec budget balance figures are before Generations Fund and Stabilization Reserve transfers.
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