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Estimating Provincial Impacts of U.S. Tariffs
HIGHLIGHTS

® The note provides some estimates of the impacts of the U.S. tariffs on growth and
employment in Canada’s provinces, derived from our macroeconometric model.

®  We first estimate the impacts of the tariffs on the total Canadian economy,
including that the level of GDP will be 1.1% lower by the end of 2026 compared to
a non-tariff scenario.

® Wethen decompose these estimates into provincial impacts, in line with each
province’s estimated effective tariff rate and U.S. exports as a share of GDP.

® Using this approach, we find that Ontario and Quebec will face the largest
impacts, including through GDP being 1.4% lower by the end of 2026 compared to
a non-tariff scenario. New Brunswick and Alberta follow with declines of 1.0% and
0.9% respectively.

® This approach takes into account some of the structural differences between the
provincial economies, including differing industrial composition and U.S. trade
exposures. However, it does not have granular assumptions or estimates for each
sector or good. As a result, judgement is required in incorporating these
estimates to our provincial outlook.

MODEL ESTIMATE OF TARIFF IMPACTS

We have published a number of pieces that outline estimates from our macroeconomic
model of the impacts of the U.S. tariffs on the Canadian economy under different
scenarios, including this and this.

Tariffs reduce potential GDP as they distort optimal allocation of resources, increase the
cost of imported inputs for production, and create supply bottlenecks and supply chain
disruptions. This reduces potential GDP and creates inflationary pressures. The
inflationary pressures are further amplified by the direct price effects of tariffs in the
event of a retaliation. Tariffs also generate a fall of aggregate demand because of the
elevated uncertainty related to trade policies and potentially a fall of net exports.

The U.S. tariffs have weakened economic growth in its own economy, while also putting
upward pressure on inflation. Lower demand from the United States combined with the
negative effects of uncertainty in our economy has slowed the rate of growth in Canada.
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Based on our latest calculations of the effective tariff rates facing Canadian exports to the United States and Canadian imports from the
United States, our model indicates that the impact on the level of Canadian GDP will peak at around -1.1% at the end of 2026 (chart 1), and
cause the level of the GDP to be lower by 0.4% on average in 2025 and 1.0% in both 2026 and 2027 compared to a non-tariff scenario.
Looking at employment impacts, the model indicates that impacts on Canadian employment will peak at -0.8% in mid-2026 (chart 2), and
that the level of employment in Canada will be 0.3% lower this year and 0.7% lower next year.

PROVINCIAL TRADE EXPOSURES

Canada’s provinces face varying levels of exposure to U.S. trade risks. Each provincial Chart3
economy has its own unique composition, and therefore faces a different proportion of its U.S. Tariff Exposure By Province
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Columbia and Nova Scotia, reducing the expected impacts of U.S. tariffs in these provinces.
The combined effect of these two variables (chart 3) helps us estimate the overall U.S. tariff exposure of each province.

We decompose the estimated national impacts into provincial impacts in line with the combination of the two U.S. tariff exposure
variables for each province. This approach provides a straightforward avenue to take into account some of the structural differences
between the provincial economies, including differing industrial structures and U.S. trade exposures. However, it does not have granular
assumptions or estimates for each sector or good.

RESULTS

The result indicate that Ontario and Quebec will face the largest impacts. The level of GDP in these provinces is estimated to be 1.4%
lower by the end of 2026 (chart 4), and be lower on average by 1.3% for calendar years 2026 and 2027 (table 1). Employment around 1%
lower is expected in these provinces by mid-2026, with 2026 as a whole averaging 0.9% lower (table 2). New Brunswick is estimated to face
impacts in line with the estimates for the Canadian economy as a whole. Other provinces are estimated to feel impacts below the national
average.
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The results require some caveats. The approach in this exercise assumes that all industries behave the same at a given level of tariff and
trade exposure. As a result, some judgement is required in incorporating these estimates into our provincial economic outlook. For example,
it may be reasonable to assume that a manufacturing plant may have a larger elasticity of supply than an oil well, given that it faces a higher
marginal cost of production. As a result, the impacts on Ontario and Quebec could reasonably be expected to be even larger than the

modeling estimates.
Some provinces are also facing impacts from China’s tariffs on canola and seafood products. While outside the scope of this exercise, we

anticipate the largest impacts on Saskatchewan, Manitoba, and Nova Scotia, given their higher exposure to these tariffs.

In addition to impacts through trade channels, provinces are also dealing with varying underlying situations in their domestic
economies. Housing markets at different stages of growth or consolidation, household balance sheets with different average levels of
leverage, etc., are also driving differentiated growth paths across provinces during this trade and uncertainty shock.

Our latest provincial economic forecasts can be found here.

Table 1: Canada - Provincial Estimated Effect on the Level of GDP (Annual)

Year CA BC AB SK MB ON QC NB NS PE NL

2025 -0.4% -0.1% -0.3% -0.2% -0.2% -0.5% -0.5% -0.4% -0.1% -0.2% -0.1%
2026 -1.0% -0.3% -0.8% -0.4% -0.6% -1.3% -1.3% -1.0% -0.3% -0.5% -0.2%
2027 -1.0% -0.3% -0.8% -0.4% -0.6% -1.3% -1.3% -1.0% -0.3% -0.5% -0.2%
2028 -0.6% -0.2% -0.5% -0.3% -0.3% -0.8% -0.7% -0.6% -0.2% -0.3% -0.1%
2029 -0.3% -0.1% -0.3% -0.1% -0.2% -0.4% -0.4% -0.3% -0.1% -0.2% -0.1%
2030 -0.3% -0.1% -0.2% -0.1% -0.1% -0.3% -0.3% -0.3% -0.1% -0.1% -0.1%

Source: Scotiabank Economics.

Table 2: Canada - Provincial Estimated Effect on the Level of Employment (Annual)

Year CA BC AB SK MB ON QC NB NS PE NL

2025 -0.3% -0.1% -0.2% -0.1% -0.2% -0.4% -0.4% -0.3% -0.1% -0.1% -0.1%
2026 -0.7% -0.2% -0.6% -0.3% -0.4% -0.9% -0.9% -0.7% -0.2% -0.3% -0.1%
2027 -0.3% -0.1% -0.2% -0.1% -0.2% -0.4% -0.4% -0.3% -0.1% -0.1% -0.1%
2028 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
2029 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0%
2030 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Scotiabank Economics.

Global Economics


https://www.scotiabank.com/content/dam/scotiabank/sub-brands/scotiabank-economics/english/documents/forecast-tables/forecast20250911.pdf

Scotiabank. INSIGHTS & VIEWS

September 15, 2025

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject
to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as
to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from
any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this
report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
or act as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.
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