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•	 We’ve slashed our real GDP growth forecasts for this year from coast-to-coast, reflecting the impact of the Canada-
U.S. trade war. Solid Q1 activity across regions will buffer annual averages, but we foresee a mild recession unfold-
ing for Canada in the middle-part of this year.

•	 Our forecast assumes that Canada’s exports to the U.S. will face a 12.5% effective tariff rate for six months, lowered 
to 5% in Q4-2025 and held there through the projection horizon. We expect Canada to retaliate with their $155 bil-
lion package over the next two quarters before paring back to $30 billion.   

•	 Across provinces, Quebec and Ontario are especially exposed to tariff risks given their outsized manufacturing 
sectors. However, Quebec’s public sector is also quite large, and is less directly exposed. New Brunswick, mean-
while, is heavily reliant on the U.S. as an export destination. On the flipside, U.S.-bound shipments make up only a 
small share of GDP in Nova Scotia and B.C., while a lower 10% tariff on energy exports will likely soften the blow in 
Alberta’s case.   

•	 The commodities backdrop, especially crude oil, is softening due to the prospect of slowing global demand growth. 
WTI prices have been revised lower, impacting profitability and investment in key resource-producing provinces.   

•	 Our forecast builds in assumed support from government stimulus. So far, we’ve received budgets from Nova Sco-
tia, B.C., and Alberta. For the most part, growth-supporting efforts have focused on infrastructure spending and al-
locating funds for trade-war related contingencies. Alberta, however, will roll out a sizeable tax cut for households 
this year. Provinces are also retaliating to through 
various measures, including the elimination of U.S. 
alcohol purchases.

•	 We’ve downgraded our annual average housing 
forecasts for nearly every province this year (New-
foundland and Labrador gets a reprieve given solid 
momentum heading into 2025). Q1-25 performances 
were weak across most provinces. Part of this can 
be traced to severe winter storms in February, al-
though tariff-related economic uncertainty is proba-
bly weighing. A subdued performance is likely in the 
cards for the bulk of 2025, before an improving jobs 
market, pent-up demand and waning uncertainty 
drives a better outcome in 2026.

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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British Columbia

B.C.’s economic expansion is set to accelerate slightly in 
2025 on the heels of last year’s tepid growth performance. 
Our projection for 1.7% real GDP growth this year is still be-
low the province’s historical average track record, but we 
do see it as one of the better performing jurisdictions in the 
year ahead. 

Within the household sector, the combination of rising in-
comes, spending restraint, and falling interest rates has 
helped to ease some of the pressure from lofty debt levels.  
Consumers have responded by ramping up retail outlays 
(Chart 1), a trend we expect to continue as interest rates 
fall further. Spending on food and beverages has also 
turned sharply higher. Although domestic consumers have 
likely led the charge, tourism activity has also picked up, as 
evidenced in recent international visitor growth. The tour-
ism sector in B.C. accounts for over 3% of GDP, more than 
any other province, and remains a near-term bright spot 
with continued support from a weaker loonie as well as 
more Canadians that are likely to opt to spend their tourist 
dollars at home.

While not immune to tariffs, B.C.’s economy appears better 
positioned to absorb the impact of the trade war. For one, 
U.S shipments account for a relatively small 8% of nominal 
GDP. The province also benefits from greater trade partner 
diversity, with 45% of exports heading to non-U.S. trading 
partners, compared to the roughly 25% national average 
(Chart 2). We do expect some localized weakness, espe-
cially in the lumber industry, which could face devastat-
ing new tariffs on top of the current 15% anti-dumping and 
countervailing duties. In contrast, the natural gas sector is 
a relative bright spot amid a healthy pricing environment 
as well as the anticipated start-up of LNG Canada. 

Escalating tariff risks may hamper an already dim out-
look for non-residential investment, especially as many 
large-scale projects wind down. On the residential side, a 
subdued outlook for housing demand will weigh on con-
struction investment in 2025. However, 2026 prospects are 
more promising given the combination of pent-up demand 
and dissipating uncertainty.

In its recently released 2025 Budget, the government 
pressed ahead with some modest new spending initiatives 
as well as infrastructure investments.  The outlook for fur-
ther sharp increases in the government’s debt-to-GDP ratio 
is creating some vulnerability to negative shocks, contin-
gencies imbedded in the Budget should help mitigate the 
risk of even larger fiscal deterioration.
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Alberta

We expect Alberta’s economy to fare better than most oth-
er regions this year, partly reflecting the benefit of a decent 
growth hand-off from 2024.  As expected, the Transmoun-
tain Pipeline Expansion (TMX) has been a boon for the oil 
sector, with production rising by almost 5% last year to a 
record level of 4 million/bpd.  This momentum bodes well 
for the sector, especially as producers signal plans to con-
tinue increasing output – despite tariff threats – while also 
seeking to expand market access beyond the U.S. More 
broadly, Canadian energy products, led by Alberta, were 
the biggest contributors to total export volumes in 2024 
(Chart 1).

Our forecast assumption of a 10% tariff on energy exports 
for 6 months will likely weigh on activity and jobs in the 
oilpatch, but only moderately.  In the absence of readily 
available substitutes for Canadian oil, we don’t expect the 
U.S. to materially scale back its imports of Alberta oil, while 
U.S. refiners and a lower Canadian dollar absorb some of 
the tariff impacts. Perhaps the greater near-term risk is on 
the global oil price outlook, where two major events – the 
unwinding of OPEC supply cuts beginning in April and the 
escalating global trade war — are pressuring oil prices 
lower.  As a result, we have downgraded our WTI oil price 
forecast to $67/bbl in 2025.

Like all provinces, Alberta’s unemployment rate is set to 
rise, though we expect the increase to be less pronounced 
than other provinces (Chart 2). Population growth is still 
expected to clock in at a robust +2% in 2025, which will 
continue to support hiring and spending. Given economic 
uncertainties, consumers will likely remain cautious, es-
pecially as inflation in the province runs hotter than other 
jurisdictions (averaging 2.6% y/y in Alberta over the last six 
months). However, lower interest rates and a slimmer debt 
burden for households should be a net positive for con-
sumption growth this year.

In its recently released 2025 Budget, the government pru-
dently incorporated trade shocks into its base-case sce-
nario while building in $4 billion annual contingencies for 
the next three years. A material hit to projected near-term 
revenues puts the province on track to record a string of 
deficits after successive years in black ink. Despite their 
negative impact on the deficit, Alberta’s fiscal position 
remains the most favourable among provinces and the 
newly implemented income tax cut should provide offset-
ting stimulus if U.S. trade policy actions (or other downside 
risks) materialize.

https://economics.td.com/Canada
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Saskatchewan

Over the last three years, Saskatchewan’s economy has 
been a provincial outperformer.  But this year could see 
an end to that streak, as real GDP growth likely slows to 
a pace in line with the national-average.  Most domestic 
markers of activity are showing solid momentum to start 
the year, but the province’s greater-than-average external 
orientation faces heightened risks. 

The comparative good news is that key energy and potash 
exports will face a lower 10% U.S. tariff rate that should 
dampen the export blow somewhat. On the latter, the U.S. 
imports around 75% of its total potash needs from Sas-
katchewan, with few reliable substitutes. Indeed, when ad-
justed for the relative export mixes, Saskatchewan’s overall 
effective tariff rate is expected to be at the low end among 
the provinces (Chart 1). On the flipside, crop exporters are 
battling another front in the trade war, with China recently 
announcing the imposition of a 100% tariff on Canadian 
canola oil exports starting March 20th. In 2019, when Chi-
na imposed an export ban on two of Saskatchewan’s ma-
jor canola producers, exports of the commodity tumbled 
by about 50%, which subtracted as much as 0.5 ppts to 
real GDP growth that year. 

Elsewhere on the goods side, uranium production is ex-
pected to scale up this year, partially offsetting the drag 
from the oil sector, where total production in 2025 is likely 
to remain flat for a third straight year. 

Saskatchewan’s labour market has continued to churn 
out decent job gains to start the year, especially within 
public services. Employment growth will likely slow from 
last year’s 2.6% gain, but we still expect Saskatchewan to 
boast the lowest unemployment rate across provinces (at 
5.7%) in 2025 on average. A combination of falling interest 
rates and a healthy near-term labour market outlook sup-
ported a pickup in consumer demand to cap off 2024, with 
continued expansion expected over the near term.  

Saskatchewan will table their 2025 Budget this week. The 
provincial government has the second-lowest net debt 
burden across jurisdictions, which means more room to 
provide support in the event that downside growth risks 
materialize. In that vein, 2025 data on capital spending 
intentions pointed to a third consecutive year of double-
digit growth in public sector outlays (Chart 2), keeping a 
tailwind in the sails of the recently-thriving construction 
sector. 

https://economics.td.com/Canada
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Manitoba

2025 is shaping up to be yet another year of modest 
growth for Manitoba, which has been plagued by medi-
ocre outturns since 2021. The forecast could have been 
even weaker had the economy not been carrying decent 
momentum heading into the trade war. For instance, re-
tail spending growth was accelerating into 2025 (Chart 1), 
lifted by falling interest rates, government stimulus mea-
sures and low inflation. The latter has turned around more 
recently however, as Manitoba’s previously suspended 
fuel tax was re-instated (albeit at a lower rate), support-
ing the 1.6 ppt jump in inflation in January. Note that Mani-
toba also counts on the U.S. for a relatively large share of 
its international imports, exposing households to inflation 
risk from retaliatory tariffs.  

Exports surged in January, as companies stockpiled inven-
tories ahead of tariffs. And, this factor could continue lifting 
exports in the very near-term. However, this boost will likely 
reverse itself in the second quarter and Manitoba’s large 
and diversified manufacturing industry is facing steep 
headwinds from the Canada-U.S. trade war. Indeed, some 
75% of Manitoba’s international shipments are destined for 
the U.S. (Chart 2) and cover products such as canola, oil, 
transportation equipment, and medicine. 

The on-going revitalization of the Port of Churchill offers 
some hope in terms of export diversification towards Eu-
rope, and plans call for a doubling of the critical minerals 
shipped through the port this year. Still, exports to the Eu-
ropean Union only accounted for 3% of total international 
shipments in 2024.

The province ships some 55% of its exports to other prov-
inces - the largest share in the country.  Probable growth 
slowdowns within Canada’s borders going forward will also 
hamper Manitoba’s export demand this year. Industries re-
liant on the manufacturing sector, such as Manitoba’s out-
sized transportation sector, will also likely see diminished 
activity this year.  

Manitoba has a relatively large public sector. Last year’s 
budget pointed to significantly slower program spend-
ing growth this fiscal year. However, a stronger spending 
profile in the upcoming budget on March 20th could sup-
port the economy while these trade headwinds are blow-
ing. Government investment is also proceeding at a hefty 
pace, lifted by healthcare projects, with capital spending 
intentions pointing to an elevated level being maintained 
this year.

https://economics.td.com/Canada
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Ontario

Ontario’s economy is one of the most vulnerable to the U.S.-
Canada trade war (Chart 1) because of its large manufac-
turing sector. For this reason, 2025 Ontario real GDP growth 
forecast has been downgraded by more than nation-wide. 
We would have reduced our forecast even further had it 
not been for the momentum Ontario’s economy was car-
rying heading into these trade tensions. For instance, tariff 
front-running gave Ontario’s exports a solid boost in Janu-
ary, supporting first quarter growth. This dynamic should 
also help moderate the impacts of tariffs for a few months. 

Ontario’s steel industry has been slapped with a 25% tariff 
on it’s U.S.-bound shipments. Its output should contract in 
response, as it did during the last time the industry faced 
tariffs in 2018/19. Because of the steel sector’s small share 
of GDP (less than 1%), these levies won’t be enough to blow 
the entire economy off course. More severe would be the 
imposition of steep tariffs on automotive products, which 
are by far the largest Ontario export to the U.S. Indeed, 
sizeable tariffs on autos (and other manufactured prod-
ucts) could come in April. On the other side, Canadian re-
taliatory tariffs on steel and aluminum will likely raise costs 
in the manufacturing and construction industries.

The Ontario government has been active in response to 
U.S. tariffs by (for example) banning U.S. firms from Ontario 
public sector procurement and eliminating alcohol pur-
chases. They’ve  also released a plan which targets (ac-
cording to the government) some $40 billion in new invest-
ments, loans, and other financial supports. However, it’s 
unclear how much of that is net new spending as the plan 
is not fully costed. Elements of the plan include a $5 bil-
lion Protect Ontario Account (financial support programs 
for large-scale industrial sectors) and $10 billion through a 
6-month deferral of provincial business taxes.

Ontario’s housing market has been exceedingly weak in re-
cent months (Chart 2) as economic uncertainty, abetted 
by winter storms, chilled activity. We look for a subdued 
performance for much of the year as uncertainty weighs. In 
particular, supply/demand balances indicate that there is 
too little demand chasing too much supply, with downside 
price pressure likely over the next several months. Howev-
er, 2026 prospects are brighter given the combination of 
pent-up demand, dissipating uncertainty, and a quarterly 
firming in hiring.  

https://economics.td.com/Canada
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Québec
Quebec’s outsized manufacturing industry is exposed to 
the U.S.-Canada trade war through industries such as 
aerospace, metal, and aluminum. The latter product is 
Quebec’s largest shipment south of the border. Although 
it’s considered a critical mineral in the U.S. (where a less-
er, 10% U.S. tariff should apply on non-USCMA compliant 
goods), President Trump has hit these shipments with a 
25% tariff rate. If sustained, this will likely cause a mas-
sive contraction in aluminum export volumes to the U.S., 
given that they plunged 15% in 2018 when a 10% tariff 
was applied. If there’s a saving grace, it’s that aluminum 
is a small share of overall GDP (Chart 1). 

Notably, front running of U.S. purchases could also tem-
porarily delay potential impacts on the manufacturing 
sector. That said, we see broad manufacturing activity 
weakening as the year progresses, weighed on by duller 
domestic conditions and softer U.S. growth prospects. 
Other trade-exposed industries, such as transportation 
and wholesale trade, are likely to be impacted this year 
as well. 

In response to tariffs, the provincial government has sig-
naled that the March 25th budget will have a focus on 
infrastructure investment and offer loan programs for 
industries affected by the tariffs. The former would com-
plement homebuilding, which is seeing healthy growth 
and is likely to contribute positively to the economy this 
year. Quebec will also ban the purchase of American 
alcohol and penalize American companies that bid on 
public contracts, while also mulling other measures. 

2024 marked a solid year for household spending, buff-
ered by lower interest rates and supportive federal gov-
ernment measures. However, cooler economic growth 
this year should weigh on hiring (sapping the decent 
momentum seen so far), thereby dampening consumer’s 
moods. Fortunately, households in Quebec are one of 
the least indebted in the country, and household savings 
rates are highly elevated, offering some cushion against 
a tepid economy (Chart 2). 

Quebec’s housing demand has shown some resilience, 
with per capita sales 17% above their long-run average 
in January. Although economic uncertainty will restrain 
sales growth this year, we think that home sales and av-
erage home price growth will be positive in 2025, with 
the latter supported by reasonably tight supply/demand 
conditions.

Source: Statistics Canada, Quebec Government, TD Economics.
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New Brunswick

The economy of New Brunswick (N.B) is arguably the most 
vulnerable to the U.S.-Canada trade war. The province 
ships over 90% of its goods to the U.S., or the equivalent of 
one-third of its GDP, ranking first across provinces (Chart 
1). Mineral fuels and forestry –the province’s first and third 
largest export industries – are facing particular threats 
from the imposition of U.S. tariffs. Seafood, the province’s 
second largest export, is in the crosshairs of a recently-im-
plemented 25% tariff from China.  For these reasons, we’ve 
lowered our 2025 and 2026 real GDP growth forecasts to a 
mere annual average rate of 0.5%.  That represents a hefty 
markdown of 0.9 ppts per year from our December view.   

In response, the N.B. government has outlined a four-pillar 
plan to support households and businesses through the 
period of tariff adjustment, while conducting internal re-
views to reduce interprovincial trade barriers. On the latter, 
the government has already removed nine exceptions that 
were previously allowed under the Canadian Free Trade 
Agreement (CFTA), and more are currently under review. 
Removing these barriers works in the province’s favour 
especially given their outsized reliance on interprovincial 
trade relative to other jurisdictions. The government is also 
planning its 2025 Budget armed with a relatively solid fis-
cal standing. N.B. carries the third lowest net-debt burden 
among the provinces, pointing to some fiscal wiggle room 
to offset the external growth headwinds.

Last year, consumer spending had buoyed economic 
growth, benefitting from comparatively low average debt 
levels, robust population growth, and healthy labour de-
mand. Very recently, however, there have been some ear-
ly signs of spending fatigue, which could partly reflect a 
sharp downturn in population gains since late last year 
(Chart 2).  Further consumption gains will depend on the 
near-term labour market outlook, where we do expect em-
ployment growth to slow, especially in tariff-exposed sec-
tors. That said, our forecast for a peak unemployment rate 
of around 7.5% by the end of the year would still be below 
pre-pandemic levels. 

Elsewhere, tariff-related economic uncertainty is likely 
weighing on N.B.’s housing market. This year should see 
weaker growth in home sales and average home prices.  
Relative to 2019 levels, prices are still over 80% higher (as 
of February), while home sales have retreated back in line. 
Looking ahead, tariffs are dampening the outlook for near-
term business investment, but robust capital spending in 
both the residential and non-residential space over the 
past few quarters is providing a strong handoff for 2025.

https://economics.td.com/Canada


www.economics.td.com 9

Provincial Economic Forecast

In 2025, Nova Scotia’s economic growth is set to deceler-
ate to a pace below the robust rates seen in recent years. 
The province’s jobs market is already softening, with job 
growth cooling to a 0.6% year-on-year rate over the first 
two months of the year (Chart 1), well shy of the near 3% 
pace averaged in 2024. 

U.S.-bound shipments in Nova Scotia account for the 
smallest share of GDP among the provinces, pointing 
to somewhat lower near-term economic vulnerability to 
the U.S.-Canada trade war. In retaliation to the U.S. tar-
iffs on Canadian imports, the provincial government has 
banned American firms from bidding on government proj-
ects, doubled highway tolls for U.S. commercial vehicles 
at the Cobequid Pass, and removed U.S. liquor from store 
shelves. The latest budget also added a contingency fund 
worth about 0.3% of GDP in response to tariffs. Promising-
ly, Nova Scotia has introduced legislation to break down 
barriers to interprovincial trade.

While a lesser trade dependence on the U.S. is a plus for 
Nova Scotia in this environment, China’s decision to levy 
25% tariffs on Canadian seafood exports will significantly 
impact growth in the province this year. China is prov-
ince’s 2nd largest export market and an important buyer 
of Nova Scotia’s seafood products.  

Household spending growth had been robust in Nova 
Scotia heading into 2025, although our internal credit 
and debit card spending data points to some moderation 
to begin the year. Although some lift to spending should 
come from income tax cuts and a 1 ppt reduction in the 
HST, consumption is likely to ease through 2025, as Nova 
Scotia’s jobs market suffers trade-related weakness.  

The outlook is brighter in other parts of the economy. 
The province just introduced a robust $2.4 billion capital 
spending program which will boost construction activity 
this year (Chart 2). Nova Scotia’s government sector is 
large, accounting for 30% of its economy. And, although 
Budget 2025 called for slower provincial government 
spending growth this upcoming fiscal year, it’s still pegged 
at nearly 4%, and follows an 8% gain in FY 2024/25. 

Tariff-related economic uncertainty is likely weighing on 
Nova Scotia’s housing market. This year should see weaker 
growth in home sales and average home prices. However, 
prices were still some 80% above their pre-pandemic level 
in February. 

Nova Scotia

https://economics.td.com/Canada
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Prince Edward Island

Real GDP growth is projected to slow this year in PEI, re-
flecting rapidly-cooling population growth and the confi-
dence-sapping effects of Canada-U.S. trade uncertainty. 
Our analysis of trade data indicates that major PEI exports 
to the U.S. (like potatoes and lobsters) are generally US-
CMA compliant and therefore have a temporary reprieve 
from tariffs. However, if the U.S. does hit Canada with 
broad-based tariffs, Prince Edward Island won’t be able 
to escape the impacts. After all, U.S.-bound shipments ac-
count for some 16% of it’s GDP, a touch below Canada’s 
share, but still sizeable (Chart 1). The Island also exports a 
large share to other provinces (nearly 50%). However, with 
other provinces facing downside growth risks, PEI can’t 
bank on Canadian markets offering a buffer. 

There are some factors that could cushion the blow for 
PEI’s economy. For one, the Island recorded decent eco-
nomic momentum heading into the trade shock. Real GDP 
likely expanded about 2.6% in 2024 (one of the best growth 
performances in Canada). And, although the Island’s rapid 
population slowdown has translated into cooler job growth, 
it was still up about 2% year-on-year to begin 2025. What’s 
more, retail spending data points to household consump-
tion holding up well heading into 2025.  

The construction industry is one sector where could bol-
ster the overall economy in the near-term. We expect 
the U.S. trade war to put a chill in private sector invest-
ment. However, the public sector still has robust invest-
ment plans. Indeed, the latest capital spending survey 
pointed to yet another gain in public sector investment 
in 2025 (Chart 2). The tourism sector, meanwhile, could 
benefit from more Canadians staying home and a larger 
number of Americans coming to the Island given the low 
Canadian dollar.

In response to the trade war, PEI’s government has pledged 
to strengthen trading relationships with other countries 
and within Canada, invest in agriculture and provide fi-
nancial assistance to affected industries (among other 
tactics). The province’s relatively low debt burden does of-
fer some fiscal room to roll out additional measures. PEI’s 
comparatively large public sector could also shield overall 
growth through a lower direct exposure to tariff threats.

https://economics.td.com/Canada
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Newfoundland & Labrador
Last year, a rebound in Newfoundland and Labrador’s 
(N.L) oil sector helped pull the province out of a multi-year 
growth slump. For the year ahead, we expect real GDP 
growth to top provincial growth charts, though the pace 
of growth will likely fall short of last year’s reflecting the 
impact of the trade war. As of January 2025, offshore oil 
production reached levels last seen at the end of 2022, 
even as the White Rose oilfield remains offline for mainte-
nance. Its expected resumption in the coming months will 
add production momentum for the year ahead and help 
to drive another strong GDP showing. 

The imposition of a 10% U.S. tariff on energy exports will 
pose a growth headwind this year, especially since the 
oil & gas sector accounts for over one-fifth of total GDP.  
While accounting for a much smaller share, the province’s 
manufacturing sector – which turned in an impressive 
25% gain in shipment volumes last year – will also be in 
the direct crosshairs of U.S. tariffs.  But some of this expo-
sure can be mitigated given the province’s more diversi-
fied export markets. In fact, 50% of the province’s exports 
are destined for the U.S., much lower than the ~75% share 
nationally.  Around 40% of exports are sent to Europe – a 
share which has gained considerable traction (Chart 1).     

The outlook for the construction sector is mixed. Residen-
tial investment is holding up well as N.L’s housing market 
appears to be bucking the trend of a broader slowdown 
in Canada’s housing market. Uncertainty may still weigh 
on homebuying activity, but relative affordability and on-
going demand should translate to nation-leading sales 
growth in 2025 (Chart 2). Prospects are souring on the 
non-residential investment side.  Even before the most re-
cent tariff flareup, 2025 public and private capital invest-
ment intentions in the province had pointed to a decline, 
led by decreased investments in energy and utilities  

The performance of domestic-oriented industries should 
continue to be a relative bright spot. Based on recent re-
tail sales as well as our internal data on debit and credit 
transactions, N.L. has been leading the provinces in terms 
of real consumer spending gains. Population growth is 
moderating at a faster rate than most provinces, which 
may weigh on aggregate spending going forward, but 
per-household outlays are expected to pick up in the 
coming quarters with the support of more Bank of Cana-
da interest rate cuts.
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Disclaimer
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