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•	 Relative to our September projection, we’ve upgraded our 2025 growth forecasts across most regions, partly on 
the back of data revisions that showed economies entering the year with stronger momentum than expected. 
We continue to see PEI, AB, SK and NF as growth leaders this year, lifted by goods-producing industries. Mean-
while, QC, MB and ON are the likely laggards, weighed down by the trade war. 

•	 For 2026, we see commodity-producing provinces outperforming again, but their margin of outperformance is 
likely to shrink amid moderately lower commodity prices, most prominently crude oil. Meanwhile, with the trade 
war proving less damaging than initially feared, provinces more geared to U.S. trade – like ON, MB, QC, and NB 
– have seen upgrades to their 2026 growth forecasts.

•	 Provincial exports have improved mildly since the peak of the trade shock in Q2-25, but limited trade-data ac-
cess has clouded recent recovery trends. We assume that current tariff rates as well as the USMCA exemptions 
remain in place over the forecast horizon.  The outcome of USMCA renegotiations is a risk to the outlook. 

•	 Job markets in most provinces have turned in a more resilient performance than we had expected in September.  
Downside surprises in unemployment rates have been most pronounced in ON, AB, QC, NB, and PEI.  While we 
could see job markets stumble again over the next few months, we’re expecting unemployment rates to broadly 
peak by Q1-2026 before drifting lower thereafter.   

•	 Significant regional variations will exist as Can-
ada’s housing market continues its gradual im-
provement next year. Price growth is likely to lag 
significantly in Ontario and, to a lesser extent, B.C., 
reflecting loose supply/demand conditions. In con-
trast, Quebec and the Prairies are likely to see firm-
er price gains, underpinned by tight conditions, 
and decent affordability (in the Prairies).  

•	 Population growth is projected to continue to de-
celerate sharply across provinces in response to re-
cent changes in federal immigration policy.  These 
changes are constraining labour force growth, 
limiting upside in provincial jobless rates and pres-
suring down rents and to a lesser extent consumer 
spending.  Provinces most exposed to these effects 
include ON, B.C. and QC due to their higher non-
permanent resident (NPR) shares.  

Jump to: BC | AB | SK | MB | ON | QC | NB | NS | PE | NL | Forecast Table

For more details on our national forecast see our Quarterly Economic Forecast
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Provincial Economic Forecast

British Columbia

We forecast B.C.’s real GDP growth to pick up in 2025 from 
last year’s sluggish pace thanks to recent strengthening in 
key economic indicators. Output will likely fall short of its 
long-term average in the near-term, but it’s still expected 
to exceed the national average growth rate.

Contrary to our expectations, B.C.’s consumer spending 
has continued at a brisk pace despite still-high debt levels 
and decelerating population growth. In fact, the province 
leads nationally in inflation-adjusted retail spending this 
year, supported by moderating inflation and lower interest 
rates (Chart 1). Subdued spending in 2024 also provided a 
favourable baseline for growth this year. Looking ahead, 
we expect some of the current momentum to be sapped 
as employment growth cools and population growth con-
tinues to rein in. 

A sharp turnaround in residential construction has also 
been a key growth contributor this year.  Housing starts 
have trended swiftly higher and are currently running above 
their 10-year average. And while resale activity still sits ap-
proximately 20% below the decade average, a recent firm-
ing in sales bodes well for a pickup in 2026.  We see resale 
volumes rising by a nation-leading 15% next year.

The external picture is more mixed, as U.S. tariffs and 
broader uncertainty still continue to weigh on exports and 
business investment. Among B.C.’s advantages is a diverse 
mix of trading partners. But as Chart 2 shows, B.C.’s ex-
ports to markets outside of the U.S. lag behind the export 
rotation recorded nationally. The imposition of new tariffs 
and recent rise in lumber duties have hampered forestry 
exports, while LNG exports are being offset by declining 
coal shipments.

Four major projects with a combined estimated value of 
$40 billion, including two major LNG expansions, have 
been fast-tracked by the federal government. We do not 
include these into our medium-term forecast, but they do 
present an upside risk if they do indeed move forward.

In its mid-year fiscal update, the government forecasts the 
FY 2025/26 deficit to be $11.2 billion (2.5% of GDP), roughly 
unchanged from February’s projections. B.C.’s fiscal posi-
tion has weakened in recent years, leaving less flexibility to 
respond to growing competition for capital and near-term 
economic shocks. Program spending is projected to flat-
line next year, which may constrain growth in public ser-
vices that have otherwise enjoyed robust growth over the 
last two years.

British Columbia Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.8 1.5 1.7
Nominal GDP 4.3 4.0 3.8
Employment 1.2 0.4 0.7
Unemployment Rate (%) 6.2 6.1 5.6
Housing Starts (000's) 42.7 41.4 44.7
Existing Home Prices -2.5 3.6 3.4
Home Sales -5.2 15.1 13.0
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: B.C. Households Have Kept Their 
Wallets Open

*Data as of September 2025. Source: Statistics Canada, TD Economics.
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Chart 2: B.C.'s International Export Rotation is 
Lagging  
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Provincial Economic Forecast

Alberta

Alberta’s economy is expected to grow at a trend-like 
pace in 2025, before taking a small step back next year. 
Still, the province appears positioned to outperform most 
other jurisdictions.  Economic activity has been helped by 
momentum in the energy and construction sectors, along 
with steady consumer spending gains. These factors are 
helping to counterbalance weakness in U.S.-oriented 
sectors like manufacturing and wholesale industries.

Improved market access, spare pipeline capacity, and 
sturdy global demand for oil have kept Alberta’s heavy 
crude production near record levels (Chart 1). The energy 
sector will continue supporting growth in 2026, but softer 
oil prices will likely slow the pace of new drilling and in-
dustry capital spending. The lower price of crude is also 
weighing on Alberta’s fiscal position, with the deficit now 
projected at $6.4 billion, up from the $1.4 billion short-
fall estimated in the February Budget. Western Canada 
Select’s (WCS) recent outperformance over WTI has nar-
rowed its discount to $10-12/bbl, partially cushioning the 
negative impact on government revenues.

Energy prospects may brighten if proposed pipeline ex-
pansions – adding up to ~600k/bpd to capacity over the 
next two years – move forward.  This is in addition to the 
much-awaited MOU reached between Alberta and the 
federal government that sets out the necessary condi-
tions to approve one or more new oil pipelines with at 
least 1 million/bpd of new capacity. While this deal repre-
sents a significant step forward, we would only incorpo-
rate the project into our projections when a private-sector 
proponent is secured and other MOU conditions are met.

Over 2025, Alberta’s unemployment rate trended higher 
as labour force gains outstripped still-solid job growth. 
In November, the unemployment rate dropped sharply to 
6.5%, suggesting a potential shift as labour force growth 
shows signs of moderating. Looking ahead, we expect 
the unemployment rate will gradually trend lower through 
2026 as a continued deceleration in population growth 
reduces new labour supply (Chart 2). 

Indeed, Alberta’s above-average population growth rate 
has helped drive solid inflation-adjusted spending by 
households. Other factors like lower inflation and govern-
ment tax relief have also supported outlays. Moreover, 
the influx of newcomers has buoyed housing demand 
and residential construction, evidenced by the 20% year-
to-date (YTD) increase in housing starts. This is reflected 
in our Alberta home sales forecast that sees growth of 
6% next year.

Alberta Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 2.5 1.9 2.1
Nominal GDP 4.3 3.8 4.0
Employment 2.8 1.8 0.8
Unemployment Rate (%) 7.3 6.9 6.3
Housing Starts (000's) 56.8 52.2 43.0
Existing Home Prices 3.7 4.4 4.3
Home Sales -7.3 5.9 10.7
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Alberta's Oil Production on Pace for a 
Record Year

Source: Alberta Energy Regulator, TD Economics.
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Chart 2: Alberta's Unemployment Rate to Trend 
Lower as Labour Force Growth Slows
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Provincial Economic Forecast

Saskatchewan Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 2.6 1.7 1.7
Nominal GDP 5.0 3.4 3.8
Employment 2.6 1.4 0.5
Unemployment Rate (%) 5.0 5.1 5.1
Housing Starts (000's) 6.8 5.6 5.0
Existing Home Prices 8.3 5.2 5.1
Home Sales 1.1 8.4 5.4
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Strong Production of Key Crops Drives 
Agricultural Sector Strength in 2025
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Chart 2: Saskatchewan's Labour Market Among 
the Healthiest in the Country

Source: Statistics Canada, TD Economics.
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Saskatchewan

Recent data has reinforced that Saskatchewan’s econo-
my is positioned to be among the provincial leaders in 
GDP growth this year. Looking ahead, the province will 
likely see 2026 growth moderate to a more sustainable 
pace, but still placing it above the national average. 

Official crop statistics for 2025 revealed a 13% increase 
in Saskatchewan’s total crop production, surpassing our 
projections. This robust growth is enough to boost head-
line GDP by up to one percentage point in 2025. Both 
canola and lentil harvests have hit record levels, while 
wheat production is nearing an all-time high (Chart 1). 
The agricultural forecast for 2026 is more cautious, as 
yields likely moderate and Chinese duties on $5 billion 
worth of canola products continue to weigh. Canola ex-
ports to China – Saskatchewan’s second largest trading 
partner – are down by 40% this year, while wheat exports 
have been able to take up some of the slack. 

Elsewhere in the commodity space, production and ship-
ments of potash and uranium have turned in solid per-
formances so far this year.  Looking ahead, prospects 
for steady 3% global growth are expected to under-
pin healthy demand for these commodities in 2026-27, 
though a near-term easing in prices may limit some up-
side to activity. On the other hand, oil production and ex-
ports are on track to contract moderately this year. And 
next year’s performance is likely to stay relatively muted, 
as weaker prices and oversupplied markets dampen in-
dustry profitability.

The construction sector is poised for a second consecu-
tive year of double-digit growth in 2025, lifted by surg-
ing residential and non-residential spending. The pace 
of construction growth in 2026 will likely ease, but to a 
still-sturdy rate. Notably, the government plans to ramp 
up capital spending in coming years, while ongoing work 
on major private investment projects adds a mild tailwind 
to the province’s economic growth.

Saskatchewan’s labour market has been a clear outper-
former, boasting the lowest unemployment rate among 
jurisdictions (Chart 2). Robust employment growth has 
supported real wage gains and has pushed inflation-ad-
justed retail spending growth ahead of most provinces. 
Still, the recent hiring strength has been driven almost en-
tirely by the public sector.  Next year, we expect to see a 
rotation back to private-sector-led hiring with the unem-
ployment rate likely holding around current levels. 

https://economics.td.com/Canada
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Provincial Economic Forecast

Manitoba

We’re tracking a 2025 real GDP gain in Manitoba that’s 
a tick below the 10-year average.  Despite U.S. tariffs 
having minimal direct impact on Manitoba’s exports, 
the hazy trading environment has likely impacted con-
fidence and activity in industries most reliant on the 
U.S. Indeed, employment in manufacturing and trans-
portation/warehousing is down 2% on average so far 
in 2025 (Chart 1) and has yet to show signs of turn-
ing around unlike trends being observed nationally. On 
the flipside, we see the public sector making a large 
contribution to growth this year, consistent with hiring 
trends. And agricultural production likely advanced 
around 5% this year (despite Chinese tariffs on canola 
products), driven by gains in rye, corn and soybeans. 

With the province having absorbed the initial blow 
from the trade war, we anticipate that its U.S.-levered 
industries will (belatedly) begin to grind out a modest 
recovery next year, consistent with continued solid 
U.S. expansion. Interprovincial trade is especially im-
portant to Manitoba. The province has its own legisla-
tion removing trade barriers, while being signatory to 
the recent federal-provincial-territorial interprovincial 
trade agreement. This should also help bolster activ-
ity next year. The Port of Churchill development is on 
Canada’s list of “transformative projects”, with the fed-
eral and provincial government committing funding 
towards the project. If implemented, the project would 
enhance Manitoba’s medium-term international trade. 
However, it’s in its very early stages, with significant 
hurdles still to overcome. 

Despite the soft economic backdrop, overall hiring has 
preceded at a firmer pace in Manitoba than the rest 
of the country, on a year-to-date basis. This has back-
stopped a decent consumption performance. How-
ever, with the pace of hiring likely to cool next year in 
line with slowing population and labour force gains, 
household spending should put up a more muted per-
formance in 2026. 

Softer hiring should also cool some of the momentum 
in housing demand and home price growth next year. 
That said, home prices are elevated, which alongside 
rental construction is supporting robust residential in-
vestment (Chart 2). This trend should persist next year, 
and provincial capital spending plans are healthy. As 
such, construction is likely to make another notable 
contribution to growth in 2026.  

Manitoba Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.5 1.3 1.9
Nominal GDP 4.0 3.5 4.1
Employment 1.7 1.2 0.7
Unemployment Rate (%) 5.8 5.5 5.2
Housing Starts (000's) 7.8 7.3 6.3
Existing Home Prices 5.9 6.3 4.3
Home Sales 3.6 2.8 4.0
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Trade War Weighing on Manitoba
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Source: Statistics Canada, TD Economics. 
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Chart 2: Homebuilding Offering Solid 2025 
Growth Contribution in Manitoba

Source: Statistics Canada, TD Economics. 
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Provincial Economic Forecast

Ontario

Recent data revisions suggest that nation-wide growth 
was about 0.5 ppts higher in 2023 and 2024 than pre-
viously thought. 2024’s revision suggests that Ontario 
had better-than-anticipated momentum heading into 
this year (Chart 1). This underpins our upgraded 2025 
real GDP growth forecast. Most heartening were the 
sizeable positive revisions to business capital spend-
ing, which suggests a less depressed investment back-
drop than initially feared. However, the picture for On-
tario so far in 2025 has been less than encouraging. 
Provincial data suggest that Ontario’s economy barely 
grew in the first half of 2025, owing to retrenching 
homebuilding and plunging exports and private sec-
tor investment amid the trade war. The province did 
receive some good news on the latter, however, with 
the recent announcement that a $3.2 billion graphite 
plant will be built in St. Thomas.

Industries highly levered to the U.S. are on course to 
subtract from 2025 GDP growth. In the manufacturing 
sector, recent decisions by automakers to shift pro-
duction to the U.S. and not move forward with new 
production that was previously planned are nega-
tive for the outlook. On the brighter side, manufac-
turing activity excluding autos is starting to stir, with 
nominal sales rising in two of the last three months to 
October. Exports to non-us trading partners are also 
up 20% year-to-date. Looking ahead to 2026, we’re 
forecasting a broader – though still mild –recovery in 
manufacturing activity, lifted by continued U.S. and 
Canadian growth. Ontario has also been relatively 
aggressive in removing interprovincial trade barriers, 
which could help manufacturing prospects.

Homebuilding in the province is very subdued (Chart 
2), held back by elevated costs and years of low pre-
construction sales in the GTA. Amid slowing population 
growth and rising inventory levels, we’re forecasting 
another difficult year for homebuilding in 2026. In con-
trast, resale activity should continue rising from its low 
level moving forward, supported by pent-up demand, 
although supply/demand conditions that favour buy-
ers will likely keep price growth cool.

Consumption held up well in the first half. However, de-
clining retail spending volumes suggests a softer Q3 
performance. This is consistent with our expectation of 
modest consumption gains moving forward, as muted 
economic growth and impeded business confidence 
weighs on hiring. 

Ontario Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.5 1.0 1.8
Nominal GDP 4.0 3.4 3.8
Employment 1.0 0.1 0.5
Unemployment Rate (%) 7.6 7.5 7.0
Housing Starts (000's) 62.1 60.7 64.1
Existing Home Prices -3.2 0.6 3.2
Home Sales -4.6 13.0 10.1
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Revisions Show Stronger Momentum 
Into 2025 in Canada and, Likely, Ontario
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Source: Statistics Canada, TD Economics.
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Chart 2: Ontario Starts Near Financial Crisis 
Depths by Some Measures

Source: CMHC, Statistics Canada, TD Economics. 
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Provincial Economic Forecast

Québec
Recent revisions show that Canada had better momen-
tum heading into this year than previously thought. 
Some of this improvement likely took place in Quebec, 
supporting our upgraded 2025 annual average GDP 
growth forecast. However, the province is still likely to 
turn in a relatively weak performance this year, partial-
ly on the back of a massive 2.4% annualized contrac-
tion in Q2 GDP. Moreover, industry-based GDP data are 
flagging a relatively modest Q3 rebound (Chart 1). 

Industries levered to the U.S have driven the weakness 
this year, particularly Quebec’s manufacturing sector. 
Notably, exports of aluminum to the U.S. (directly tar-
geted by U.S. tariffs) have dropped 15% so far this year. 
The transportation sector strike will also weigh in the 
near-term.

On a positive note, manufacturing sales have man-
aged to turn higher since May, highlighting that the 
worst of the initial trade shock is in the rearview. What’s 
more, Quebec has had some success in shipping to 
non-U.S. markets, with exports to the EU up 27% year-
to-date.  This increases our confidence that 2026 will 
be modestly better for the province’s manufacturers, 
assuming no major downside on trade policy material-
izes during the upcoming USMCA review.    

Bucking the trend in external-facing portions of the 
economy, household spending has been solid so far 
this year (Chart 2). Hiring has been resilient. House-
holds in the province are also tapping their savings to 
finance consumption, with the household savings rate 
dropping 1.5 ppts year-on-year to a still-elevated 7.9% 
in 2025Q2. Moving forward, an outlook for cooling job 
growth should sap some steam from consumption next 
year, restraining the pace of improvement in overall 
GDP. On the flip side, households will see some mod-
est support from measures in the latest fiscal update, 
including reduced contribution rates to the QPP, and 
the indexation of personal income taxes and social as-
sistance benefits to inflation. 

Robust housing activity has been another factor that 
has supported consumption. Home sales are running 
well above long-term norms on a per capita basis 
(supported by job markets), while home price growth 
continues to be robust. Moving forward, we continue 
to see solid price growth in Quebec next year, under-
pinned by tight supply/demand balances.   

Québec Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.3 1.1 1.6
Nominal GDP 4.3 3.4 3.6
Employment 1.7 -0.2 0.2
Unemployment Rate (%) 5.6 5.7 5.5
Housing Starts (000's) 60.1 57.2 51.9
Existing Home Prices 8.3 6.9 4.4
Home Sales 8.8 4.1 1.0
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Monthly GDP Suggesting a Subdued Q3 
Performance in Quebec

Long-run Average

Source: Quebec Government, TD Economics. 
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Chart 2: Robust Household Spending Preventing 
Worse GDP Outcome in Quebec
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Provincial Economic Forecast

New Brunswick

New Brunswick Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.6 1.3 1.1
Nominal GDP 3.9 3.5 3.1
Employment 1.2 0.4 0.4
Unemployment Rate (%) 7.2 7.6 7.4
Housing Starts (000's) 7.1 6.9 4.5
Existing Home Prices 5.9 4.9 4.2
Home Sales 3.4 6.3 3.0
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.

We’ve nudged up N.B.’s growth outlook for both 2025 
and 2026, largely on the back of recent upward revi-
sions to national growth and the province’s sturdier-
than-expected showing since our September projec-
tion.  Average GDP growth of 1.5% this year and next is 
consistent with N.B.’s longer-term historical trend and 
puts it on track to keep pace with Canada. 

Increased infrastructure spending by the provincial 
government is providing a boost to construction ac-
tivity. Over the past year, investment in institutional 
and government buildings has increased by more than 
50% to reach a new record high. This is helping to off-
set some of the slowdown in private sector investment 
(Chart 1). New housing construction has also been very 
robust, as record-high housing starts are being fueled 
by strong demand for multi-unit rental properties. We 
expect residential building activity to moderate next 
year as a number of current projects reach completion. 
Meanwhile, resale conditions are expected to remain 
relatively tight, as transactions expand further and av-
erage price growth holds in the mid-single-digits. 

Manufacturing, transportation, and wholesale sales – 
the sectors most exposed to external trade – continue 
to face challenges from tariffs and declining U.S. de-
mand. This is reflected in the 8% year-to-date drop in 
total exports, one of the weakest showing among prov-
inces (Chart 2). By our calculations, the contractions 
expected in these industries will shave around 0.3 per-
centage points (ppts) off of headline GDP growth this 
year. However, we anticipate that these sectors will 
record slight improvements over the remainder of the 
forecast horizon, as exporters continue to adapt to the 
U.S. tariff environment. 

Elsewhere, households are showing their mettle de-
spite the ongoing trade and job market uncertainty.  
Retail spending growth has been running in the middle 
of the provincial pack this year, helped in part by the 
relatively low average debt level of consumers. We do 
expect some of this spending momentum to wane next 
year as population growth continues to decelerate. 

In its mid-year fiscal update, the provincial govern-
ment projected a deficit of $835 million in FY 2025/26 
(or -1.7% of GDP)– the largest fiscal shortfall in 12 years. 
For now, the government remains on track to grow pro-
gram spending by 5% next year, notably higher than 
most provinces.   
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Chart 1: N.B. Provincial Investment Bolstering 
Non -Residential Construction Activity
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Source: Statistics Canada, TD Economics. 
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Chart 2: New Brunswick's Exports Challenged by 
Trade Headwinds

*Data as of September 2025. Source: Statistics Canada, TD Economics.
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Provincial Economic Forecast

We’ve upgraded our 2025 growth forecasts for Nova 
Scotia, in line with significant upward revisions to Ca-
nadian GDP that show improved nation-wide momen-
tum heading into this year. Still, while decent, growth 
is tracking its slowest (non-pandemic) performance 
in nearly a decade. This would be consistent with the 
cooling we’ve seen in job growth (Chart 1). We’re es-
timating soft performances in finance/insurance/real 
estate and the public sector – in line with hiring trends. 
The latter comes despite the province’s latest fiscal up-
date showing a steep upward revision to FY 2025/26 
program spending, on the back of healthcare. 

We’re expecting a similarly decent growth showing for 
Nova Scotia next year. The province’s large defense in-
dustry should receive an on-going lift from the federal 
commitment to invest $80 billion in Canadian defense 
and indeed, we saw Canadian government capital ex-
penditures surge in the 3rd quarter (Chart 2). What’s 
more, military workers will benefit from pay raises of-
fered by the federal government. 

Construction activity has been making a solid contribu-
tion to GDP this year, lifted by residential and non-res-
idential spending. 2026 should see more of the same, 
given highly elevated housing starts and construction 
of the large-scale QEII hospital development. What’s 
more, work on the new $2.1 billion Goldboro gold mine 
is expected to start next year. If it gets off the ground, 
the $60 billion Wind West offshore wind project offers 
significant promise over the medium term, both during 
the construction and operation phases. 

Nova Scotia’s external-facing industries are holding up 
(even with 25% Chinese tariffs on the province’s seafood 
products). Exports to the U.S. have been flat this year 
(compared to a 3% Canada-wide drop), helped by what 
is likely a high degree of CUSMA compliance in the tire 
manufacturing industry. However, a more modest gain 
in manufacturing is likely in 2026 (flagged by some soft-
ening momentum in sales since July) as activity in do-
mestic trading partners is subdued.

Retail sales have held up well so far this year, support-
ed by robust wage growth. However, we see consumer 
spending softening in 2026, holding back the gain in 
GDP. Another year of weak population growth should 
play a role in restraining hiring below recent trends, 
weighing on consumption.  

Nova Scotia Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 1.6 1.6 1.2
Nominal GDP 4.1 4.0 3.2
Employment 0.5 -0.2 0.4
Unemployment Rate (%) 6.6 6.9 6.8
Housing Starts (000's) 9.9 8.3 6.6
Existing Home Prices 4.5 4.5 3.6
Home Sales 0.9 6.7 7.9
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Cooling Hiring Suggests Softer 2025 
GDP Growth in Nova Scotia

Source: Statistics Canada, TD Economics. 
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Chart 2: Nova Scotia Poised to Benefit from 
Defense Spending Ramp Up 

Source: Statistics Canada, TD Economics.
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Prince Edward Island

In the past decade, PEI’s real GDP growth has quietly 
topped Canada’s nearly every year, fuelled by stron-
ger population growth. This outperformance looks to 
have been repeated in 2025, with the Island likely to sit 
near the top of the provincial growth leaderboard. The 
goods sector has been doing most of the heavy lifting 
on growth (Chart 1), despite what looks to be a down 
year for agricultural production, owing to a pull-back 
in non-potato crops. Surging construction activity has 
supplied the largest boost, with residential investment 
stoked by several years of robust population gains, and 
non-residential spending fuelled by government invest-
ments. We see construction making another strong 
growth contribution in 2026. The provincial govern-
ment’s recently released capital plan features a 16% 
jump in planned capital outlays in FY 2026/27 com-
pared to the prior target for the same year. The Island’s 
capital plan comes with a cost, however, as it’s debt-to-
GDP ratio is forecast to climb to 35% in FY 2026/27 – the 
highest since at least FY 1986/87.

Manufacturing has also bucked the national trend, with 
shipments up 11% year-to-date, year-on-year, lifted by du-
rable goods. International export growth has also been 
robust, both to U.S. and non-U.S. markets, on the back 
of food products. Tourism is another external-focused 
industry that’s enjoyed a firm 2025 (overnight stays up 
10% year-to-date), buoyed by domestic visitors and a low 
Canadian dollar. Next year could bring a moderation to 
more sustainable growth rates within these industries. 
We’re also anticipating some firming in the loonie.

Despite the positives noted above, we’re forecasting 
economic growth to post its weakest (non-pandemic) 
performance since 2015 next year. We’ve baked in a 
slowdown in public sector output growth in 2026, which 
is notable as it accounts for about one-third of PEI’s 
GDP. This would be consistent with the provincial bud-
get. The federal government also has a large presence 
in PEI, so federal operating spending cuts should weigh 
heavily on the Island. Note that the federal government 
accounted for 7% of the Island’s GDP in 2024, compared 
to 2% for Canada overall.   

Population growth has been cooling rapidly, shifting 
from a 4% annual pace in early 2024 to 1.6% in 2025Q3, 
driven by a net outflow of non-permanent residents.  We 
anticipate slow population growth again next year, re-
straining job gains and spending (Chart 2). 

P.E.I. Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 2.2 1.5 1.6
Nominal GDP 4.3 3.9 3.6
Employment 0.8 0.4 0.6
Unemployment Rate (%) 8.1 8.1 8.0
Housing Starts (000's) 1.7 1.5 1.3
Existing Home Prices 2.9 5.1 3.5
Home Sales 5.6 4.0 3.9
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Goods -Sector Doing the Heavy Growth 
LIfting in PEI This Year

Source: Statistics Canada, TD Economics.
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Chart 2: Job Growth Cooling in PEI

Source: Statistics Canada, TD Economics. 
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Newfoundland & Labrador
After several years of underperformance, N&L’s economy 
is set to record nation-leading growth in 2025.  Indeed, we 
upgraded our already-bullish estimate relative to Septem-
ber. The energy sector is the driving force, contributing to 
over half of estimated growth for the year. All oilfields are 
in operation for the first time since late-2023, which has 
helped push year-to-date (YTD) production volumes near-
ly 20% higher (Chart 1) and marking the best year for the 
sector since 2016. Looking ahead, with the impetus from 
higher oil production set to fade, we expect the province’s 
growth rate to return back to the slow lane by 2027.  

This year, the province has been better able to manage 
trade-related headwinds as its geographic advantage 
has allowed it to capitalize on global trading opportuni-
ties. Indeed, over 50% of energy shipments now head to 
Europe and total exports to non-U.S. trading partners are 
growing at the fastest pace across provinces. This rela-
tive advantage will continue to support a gradual export 
recovery next year.  

The strong economic backdrop has also supported 
households, who continue to spend at a decent clip. How-
ever, we’ve seen retail spending cool in recent months, 
likely a lagged response to the slowdown in the job mar-
ket. Hiring in the province has now turned negative on a 
year-to-date basis, with over half the province’s industries 
expected to shed jobs this year (Chart 2).  Unfortunately, 
conditions in the job market appear set to weaken further 
in the coming quarters, sending the jobless rate higher to 
around 11% by end-2026, and flattening thereafter.  

The construction sector has been the glaring weak spot 
in the economy this year and activity will likely remain 
subdued over the remainder of the forecast horizon. 
Housing starts have fallen this year, pressuring real resi-
dential investment lower. Meanwhile, non-residential 
investment has also been pulling back. Notably, the 
government announced a significant scaling back in its 
capital spending plans earlier this year. Cumulative pub-
lic capital investment by the year 2028 is slated to be 
more than $30 billion lower. 

Longer-term prospects for N&L’s economy would bright-
en significantly should two major projects – a proposed 
offshore oilfield and a hydroelectricity deal with Quebec 
– ultimately get fast-tracked by the federal government 
and push ahead. There is reason to be optimistic as these 
projects would fall under the Eastern Energy Partnership.

NFLD & Labrador Economic Forecasts
[ Annual average % change, unless otherwise noted ]

Economic Indicators 2025F 2026F 2027F
Real GDP 4.1 1.8 0.9
Nominal GDP 5.9 4.0 3.1
Employment -0.2 -0.6 -0.1
Unemployment Rate (%) 10.3 10.9 11.1
Housing Starts (000's) 1.5 1.4 1.5
Existing Home Prices 7.8 3.7 3.0
Home Sales 7.6 1.7 4.5
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Chart 1: Newfoundland's Energy Sector Will 
Drive 2025 GDP Growth

Oil Production , Millions of Barrels

*Projected. 
Source: Canada -Newfoundland and Labrador Offshore Energy Regulator, TD Economics. 
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Chart 2: Employment Growth in N.L. Has Started 
to Cool

*Data as of November 2025. Source: Statistics Canada, TD Economics.
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Provincial Economic Forecasts
Real GDP
(% Chg.)

Nominal GDP
(% Chg.)

Employment
(% Chg.)

Unemployment Rate
 (Average, %)

Housing Starts
(Thousands)

Home Prices
(% Chg.)

2025F 2026F 2027F 2025F 2026F 2027F 2025F 2026F 2027F 2025F 2026F 2027F 2025F 2026F 2027F 2025F 2026F 2027F

National 1.7 1.3 1.7 4.2 3.6 3.8 1.4 0.4 0.5 6.8 6.7 6.4 256.5 242.5 228.8 -0.8 4.1 4.4
Newfoundland & Labrador 4.1 1.8 0.9 5.9 4.0 3.1 -0.2 -0.6 -0.1 10.3 10.9 11.1 1.5 1.4 1.5 7.8 3.7 3.0

Prince Edward Island 2.2 1.5 1.6 4.3 3.9 3.6 0.8 0.4 0.6 8.1 8.1 8.0 1.7 1.5 1.3 2.9 5.1 3.5

Nova Scotia 1.6 1.6 1.2 4.1 4.0 3.2 0.5 -0.2 0.4 6.6 6.9 6.8 9.9 8.3 6.6 4.5 4.5 3.6

New Brunswick 1.6 1.3 1.1 3.9 3.5 3.1 1.2 0.4 0.4 7.2 7.6 7.4 7.1 6.9 4.5 5.9 4.9 4.2

Québec 1.3 1.1 1.6 4.3 3.4 3.6 1.7 -0.2 0.2 5.6 5.7 5.5 60.1 57.2 51.9 8.3 6.9 4.4

Ontario 1.5 1.0 1.8 4.0 3.4 3.8 1.0 0.1 0.5 7.6 7.5 7.0 62.1 60.7 64.1 -3.2 0.6 3.2

Manitoba 1.5 1.3 1.9 4.0 3.5 4.1 1.7 1.2 0.7 5.8 5.5 5.2 7.8 7.3 6.3 5.9 6.3 4.3

Saskatchewan 2.6 1.7 1.7 5.0 3.4 3.8 2.6 1.4 0.5 5.0 5.1 5.1 6.8 5.6 5.0 8.3 5.2 5.1

Alberta 2.5 1.9 2.1 4.3 3.8 4.0 2.8 1.8 0.8 7.3 6.9 6.3 56.8 52.2 43.0 3.7 4.4 4.3

British Columbia 1.8 1.5 1.7 4.3 4.0 3.8 1.2 0.4 0.7 6.2 6.1 5.6 42.7 41.4 44.7 -2.5 3.6 3.4
F: Forecast by TD Economics December 2025 Source: Canadian Real Estate Association, Canada Mortgage and Housing Corporation, Statistics Canada, TD Economics.

Provinces
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