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'The 2023 provincial growth outlook suffered a blow when the National Accounts revealed a disappointing (though
mild) contraction in Q2 Canadian GDP. With the national bar set lower, we've downgraded estimated growth per-
formances across most regions. Looking further out, with no provinces immune to the growing impact of this year’s
rate hikes, we expect growth to broadly remain muted in 2024.

*  Widespread wildfires and other climate events have introduced distortions into recent economic data. Not all of the
Q2 contraction is attributed to these events, but activity in key sectors namely oil production, mining, forestry, and
agriculture suffered temporary setbacks. We expect a swift rebound in the near term across these affected industries
with no substantial effects on national level growth this year.

Housing market performances since the Bank of Canada resumed their rate hiking campaign have been as we had
anticipated, with Ontario and B.C. on the weaker end and the Prairies on the other. Over the next couple of quarters,
we see this pattern being maintained as the impact of high borrowing costs faces oft against ongoing strong popula-
tion growth. Next year, rate relief should support widespread gains in home sales and prices.

More specifically, we assume population growth in most parts of the country will continue at a brisk, albeit slowing
pace. The impulse from higher population counts will help to mitigate the risk of recession across the country even as
provincial unemployment rates remain on the rise. Alberta and the Atlantic provinces stand to benefit more from du-
rable migrant inflows as relative affordability remains

an attractive selling point. Provincial Real GDP Growth Forecast (2023)

After a blowout third quarter, U.S. economic growth
is poised to slow markedly through 2024, imparting
an export drag across all provinces. Meanwhile, soft °
Chinese growth prospects could weigh on shipments,

particularly in B.C., Saskatchewan, Manitoba and e e ° @ e @

Nova Scotia.

* Commodities markets, notably crude oil, are staging @ o @
a mid-year rebound. Risks to the outlook appear bal- ;
anced, as China’s fading momentum is squaring off
with resilient global demand. Most commodity prices
are still expected to remain elevated, providing a solid

. . . . . . Source: TD Economics. Forecast as of September 2023.
floor for activity in commodity producing provinces.

For more details on our national forecast see our Quarterly Economic Forecast
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British Columbia

British Columbia (B.C.) has faced more than its fair share
of idiosyncratic shocks this year, including a disruptive
port worker strike in July and devastating wildfires this
summer. Despite these events, B.C. is the only provin-
cial economy to avoid a mark down to its 2023 growth
forecast, owing largely to a surprising bounce in housing
activity earlier this year and ongoing resilience in con-
sumer spending. Still, after expanding at a nation-match-
ing 1.2% this year, we expect B.C.’s economy to endure a
more pronounced downswing in 2024.

Revived momentum in housing activity in the first half
of 2023 can be attributed to the Bank of Canada’s ear-
lier decision to pause interest rate hikes. Housing resale
volumes in the second quarter handily outpaced all prov-
inces, rising over 30% q/q, even as listings pulled up to
pre-pandemic levels. Since the summer, however, interest
rates have renewed their upward track. With affordability
remaining a real pressure point, we expect housing activ-
ity to continue to cool into 2024 before regaining a mod-
est footing in the second half of next year.

After starting the year on a cautious note, consumers in
the province have been showing their mettle. Nominal
retail spending bounced back in a meaningful way in the
second quarter after slipping 4% annualized in the prior
quarter (Chart 1). What’s more, internal TD spending
data points to decent household spending strength ex-
tending into the July-August period. However, with the
province’s households facing the highest average debt
burdens in the country and a growing squeeze from el-
evated interest rates, it is only a matter of time before the
latest spending spurt runs out of gas.

More pronounced slowing has been seen in the labour
market. Job growth in the Jan.—Aug. period slowed to a
more pedestrian 1.3% y/y, below the national pace (Chart
2). In coming quarters, we're expecting a further flatten-
ing in employment gains to collide with relatively brisk
labour force growth, pulling up the province’s unemploy-
ment rate to a peak level of around 6.4% next year.

In the near term, B.C.s trade sector will benefit from
the end of the port workers strike and efforts to work
through backlogs. Further out, exporters will face a dou-
ble-whammy of both a slowing U.S. economy and the
ongoing struggles in China. Among the provinces, 15%
of B.C. exports are destined for China, well above the
sub-5% share of Canada as a whole.

Chart 1: B.C. Consumer Showing Some Fight
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Source: Statistics Canada, TD Economics.

Chart 2: British Columbia's Labour Market Is Slowing
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Source: Statistics Canada, TD Economics.

British Columbia Economic Forecasts

[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 1.2 0.5 1.7
Nominal GDP 1.4 3.2 3.9
Employment 1.1 0.1 1.3
Unemployment Rate (%) 5.2 6.2 5.9
Housing Starts (00Q's) 47.9 39.2 38.5
Existing Home Prices -1.4 1.2 2.5
Home Sales -7.9 6.8 18.4
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Alberta

Alberta’s economy still holds the top spot on the provin-
cial GDP growth chart in 2023. This comes even as the
impacts of severe wildfires and shutdowns for general
maintenance temporarily stunted activity in the oil sector
earlier this year. Oil output dropped 15% in the second
quarter, hitting its lowest level since mid-2016, when pro-
ducers were recovering from the Fort McMurray wildfires
(Chart 1). Looking ahead, a swift bounce back in produc-
tion this autumn will set the stage for growth in oil output
in 2024. That said, the recently announced delay of around
6 months in the start-up of the Trans Mountain Pipeline
could push some of that upward momentum into 2025.

The crude oil rally over the past few months has been sup-
portive for Alberta’s public finances. In its latest quarterly
fiscal update, the Alberta government trimmed its FY
2023-24 estimate for WTI to US$75/bbl, but we believe
oil prices will overshoot that level by US$5, equivalent
to a windfall of $3.1 billion based on budget sensitivi-
ties. Moreover, Alberta’s benchmark WCS price spread to
WTT is holding a $15/bbl average for the year, in line with
the Province’s own projection. The fiscal update also shows
Alberta on track to record a $2.4-billion surplus this year,
a modest increase from the surplus forecasted in February.

Any negative impact on real GDP from lost oil production
this year is being made up from robust population and job
creation, which in turn is supporting consumer demand.
At last count (Q1-23), Alberta posted the second fastest
total net migration among the provinces (+52,000), with
30 percent of that count attributed to interprovincial mi-
grants (Chart 2). What’s more, these gains appear to have
some staying power, as migrants continue to flock to Wild
Rose Country to take advantage of relatively affordable
housing and still-decent economic prospects.

Alberta only trails PEI in year-to-date employment
growth. With gains in the labour force managing to keep
up, the unemployment rate has moved essentially sideways
so far in 2023. However, a slippage in the number of job
vacancies in Alberta in recent months suggests that labour
demand has peaked, auguring for some cooldown in hir-
ing and spending in the months ahead. Given their rela-
tively high average debt levels, Albertan’s were likely dis-
proportionally hit by the additional 50 bps of tightening
delivered by the Bank of Canada (BoC) in June and July.

Chart 1: Alberta's Oil Production Hit 2016 Levels
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Source: Alberta Energy Regulator, TD Economics.

Chart 2: Immigration Is Driving Alberta's Population Growth
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Source: Statistics Canada, TD Economics.

Alberta Economic Forecasts
[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 2.3 1.2 1.9
Nominal GDP -11 3.9 3.8
Employment 3.5 1.0 1.0
Unemployment Rate (%) 5.9 6.5 6.6
Housing Starts (000's) 31.3 29.8 30.3
Existing Home Prices 0.8 4.4 3.9
Home Sales -7.2 8.3 31
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Saskatchewan

Weaker-than-expected production estimates for key crops
and potash are the main culprits driving a 1.1 percentage
point markdown to Saskatchewan’s 2023 GDP growth. This
downgrade is the largest amongst provinces and brings this
year’s GDP estimate to 1.3%, roughly in line with the na-
tional average. An underperforming labour market is also
adding fuel to the fire, as tepid employment growth this year
has translated to relatively weak consumer spending. That
said, we expect activity to bounce back in 2024, pushing up
Saskatchewan to the top of the provincial growth charts.

Seeding for staple crops earlier this year had gone according
to plan. However, unfavourable growing conditions could
see Saskatchewan’s principal crop production fall by around
20% according to Statistics Canada’s model-based field crop
estimates. Outside of 2020, when yields slid roughly -40%
on the back of drought and potash shortages, this year’s pro-
jected pull-back would mark the largest since 2014 (Chart
1). This will have outsized effects on GDP as the agricul-
tural sector accounts for roughly 8% of the province’s output
compared to 2% for the nation as a whole.

Potash production was slated to increase this year, albeit at a
slower clip relative to last, as persistent geopolitical tension
stoked global demand for product. However, production
is now on track to take a slight step back as key producers
curtailed output in response to the Vancouver port strikes.
While still at healthy levels, potash prices have come under
pressure since peaking in the spring of 2022. On a positive
note, BHP has announced that it will accelerate the Jansen
project spending this year. Construction outlays are planned
to rise by almost $500 million as crews work to start the
mine in late 2026 instead of in 2027 as earlier planned.

As one of Canada’s major commodity producers, Saskatche-
wan stands to benefit from the tailwinds of durable and still-
elevated commodity prices. WTT crude prices are expected
to hold in the healthy $75-$85 range over the next few years,
supported by OPEC production discipline. Unlike Alberta
and Newfoundland, oil production is projected to advance
this year. Elsewhere, uranium prices have recently notched
12-year highs which will support output at the Cigar Lake
mine and Key Lake. Abundant critical mineral resource de-
posits, backed by a strong regulatory environment and com-
petitive royalty and investment incentives, will continue to
attract mining investment to the province (Chart 2). Lastly,
housing affordability is good relative to other jurisdictions
which should support demand in the near-term.

Chart 1: Poor Crop Yields Will Drag Down Saskatchewan's
2023 GDP Growth
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Source: Statistics Canada, TD Economics.

Chart 2: Saskatchewan Ranks Third in the World for
Attractiveness in Mining Sector Investment
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Source: Fraser Institute Annual Survey of Mining Companies (2022), TD Economics.

Saskatchewan Economic Forecasts

[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 1.3 1.5 1.2
Nominal GDP -1.6 3.8 2.9
Employment 1.0 0.1 0.8
Unemployment Rate (%) 4.9 5.5 5.4
Housing Starts (000's) 4.1 3.8 4.5
Existing Home Prices 0.2 3.0 4.2
Home Sales -0.8 4.2 3.1
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Manitoba

We look for Manitoba to turn in a modest middle-of-the-
pack growth performance this year. Manitoba’s outsized
public sector has continued to flex its spending muscle,
with employment in the sector up 2% so far this year. That
said, we expect the contribution from this area to ease go-
ing forward, in line with provincial spending plans as the
government aims to slowly chip away at a deficit estimated
at around 0.2% of GDP. Manitoba’s economy also seems to
have avoided some of the worst impacts from weather events
which have plagued other provinces.

Manitoba’s manufacturing sector is enjoying a solid year,
but much of this strength can be chalked up to a huge gain
in transportation equipment, as global supply chains have
improved (Chart 1). Moving forward, growth is set to cool
partly on the back of weaker U.S. activity. Interprovincial
trade prospects should also dim as growth slows from coast-
to-coast, most notably in Ontario, which is Manitoba’s larg-
est provincial export destination. The B.C. port strikes de-
layed shipments of grains and other items, but the impact
was likely small and only temporary.

Manitoba’s relatively highly indebted households are set to
feel an increasing burden from elevated borrowing costs,
which will slow consumption in the province. Indeed, TD’s
internal credit and debit card data suggests that some cool-
ing is already taking place. That said, the province rolled out
significant tax reductions in its budget (ahead of this Oc-
tober’s election), which should support household incomes.
In addition, housing market activity remains resilient in the
face of BoC rate hikes, with sales climbing by double-digits
since May (Chart 2). Manitoba’s housing market didn’t see
the same price increase as in other parts of the country dur-
ing the pandemic, which has limited the erosion in afford-
ability. In turn, relatively strong home price growth is pro-
jected to persist over the forecast horizon.

We see construction subtracting from Manitoba’s growth in
2023 and 2024. Higher interest rates have slowed residen-
tial building so far this year, offsetting a pickup in non-res-
idential building activity, and we expect further reductions
into 2024. Meanwhile, the provincial government’s capital
spending plan points to significantly reduced expenditures
starting in FY 2024/25. In the agricultural sector, produc-
tion data also points to lower output this year. Notably,
prices for key crops like canola and wheat remain above pre-
pandemic levels, although the latter has fallen, even amid
concerns about Ukrainian supply.

Chart 1: Transportation Sector Behind Robust Gain in
Manitoba's Manufacturing Sales
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Source: Statistics Canada, TD Economics.

Chart 2: Manitoba's Housing Market Resilient in the Face of
BoC Hikes
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Manitoba Economic Forecasts

[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 1.5 1.0 1.3
Nominal GDP 2.6 3.6 3.1
Employment 2.2 0.8 1.0
Unemployment Rate (%) 4.9 5.4 5.2
Housing Starts (000's) 7.4 5.5 6.0
Existing Home Prices -2.3 4.5 3.4
Home Sales -8.1 6.6 10.8
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Ontario
. .
Aftera strong start to the year, Ontario’s economic grOWth Chart 1: Ontario's Highly Indebted Households Vulnerable to
likely cooled markedly in the second quarter. Still, we think High Interest Rates
that Ontario was able to modestly outperform Canada Household Debt-to-Disposable Income Ratio, 2023Q1, %

overall over the April-June period, supported by a rejuve-

nation in housing market activity as well as relative strength 200
in job growth and exports.
150
Household incomes and spending have been padded in the
100
near-term by government support payments. We also see
consumption being boosted by rising auto sales as pent-up 50
demand is satiated. Even with these tailwinds, the resil-
0
BC ON

ience of household spending is being tested by rising debt Canada  Prairies  Quebec  Atantic
servicing charges. Ontario’s households are highly indebted

Source: Statistics Canada, TD Economics.

(Chart 1), meaning that they’ll have to dedicate an increas-
ingly large share of their incomes towards debt servicing
as we move through next year. With Ontario’s households
so vulnerable, we foresee weak consumer spending moving
forward, which should keep the province’s growth pros- Chart 2: The Impact of BoC Hikes Has Really Shown Up in

. Ontario's Housing Market
pects relatively muted.

Home Sales, % Change Since May

A downshift in manufacturing exports is also likely to
10
weigh on growth going forward. Weaker external demand
should slow activity. We also foresee lower auto assemblies ° j I I =
in Ontario next year, as output is taken offline at a few 0
key plants in order to retool for electric vehicle (EV') pro- N I
duction. That said, automotive parts manufacturing should 10
manage to gain some ground in 2023 and 2024, with this 15
year’s turnout benefitting from a continental-wide pickup -20 '
in auto output and next year from the startup of the Wind- Prares e @ % o

sor EV battery plant. However, strikes in the U.S. against
the “Detroit 3” automakers pose a major downside risk to

Source: Canadian Real Estate Association, TD Economics.

Ontario’s highly integrated auto industry, should they per-
sist for more than a few weeks. In Canada, negotiations
between workers and the automakers are ongoing.

A surge of immigrants and non-permanent residents con- Ontario Economic ForeCGSt_s

tinues to fuel multi-decade highs in Ontario’s population [Ann-uol cllfel % change, unless otherwise noted |
growth. Even with this robust expansion, Ontario’s home Sssligueli [l 207 o w070 F 2 020
sales have dropped the most of any province since the Bank Real GDP 11 0.4 1.5
of Canada resumed hiking rates in early June, falling by Nominal GDP 36 31 35
14% (Chart 2). Moving forward, we see average home Employment 2.4 0.2 11
prices turning in a flattish performance in the third quarter, Unemployment Rate (%) 56 6.8 6.8
before declining in the final months of the year. Next year Housing Starts (000’s) 93.1 84.7 86.8
should bring better fortunes for home sales and prices as Existing Home Prices -5.3 -0.5 2.7
interest rates drop, although the worst affordability back- Home Sales 13.2 3.0 27.0
drop in at least 35 years should restrain growth. Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Québec
Qlebec § economy Suffered a Slgnlﬁcant setback in the sec- Chart 1: Its Been A Tough Stretch for Quebec Over the Past
ond quarter, as GDP likely declined further than the small Year
diP observed nation-wide (Chart 1). Part of this weakness Industry-Based Real GDP, Quarter/Quarter % Change (Annualized)
can be traced to the mining sector, where production was 5
curtailed in the wake of severe wildfires. Accordingly, a 4 ®Quebec W Canada
near-term snapback in activity is anticipated in this sector. 3
Meanwhile, fiscal support payments are boosting house- )

hold incomes and consumption, supporting our expecta-
tion of a positive, yet modest, third quarter GDP print.

Quebec’s economy has shifted into a much softer growth 4
trajectory since the second half of last year. Homebuilding
has been a large drag on growth over this time, with the 202201 2022Q2 20223 202204 2023Q1  2023Q2
industry pulling back after a period of very robust activity,
despite moderate population growth. The weakness in resi-
dential construction has likely spilled over into the manu-
facturing sector, which has been the other major anchor on
growth since the second half of 2022. This is evidenced by
declining shipments of wood, mineral and metal products Chart 2: Weaker Economic Growth to Cool Quebec's

(which are used extensively by the construction industry). Job Market
Quebec Unemployment Rate, %

Note: Quebec's 2023Q2 growth rate is estimated by TD Economics.
Source: Quebec Government, Statistics Canada, TD Economics.

'The backdrop will likely remain challenging for these two
sectors (which together represent about 15% of GDP) 13
through next year, as a softer external demand weighs on
shipments of manufactured items, while high borrowing
costs and past declines in home sales continue to restrain o
residential building. Elsewhere, larger industries within
Quebec include the public sector - where we see output

growth slowing in line with provincial program spending /
plans - and the finance, insurance, and real estate industry. 3
'This latter sector should see improved fortunes next year

(after a modest performance in 2023) as Bank of Canada Source: Statistics Canada, TD Economics.
rate cuts eventually boost home sales in the province.

Forecast

2019 2020 2021 2022 2023 2024

'The one-two punch of higher borrowing costs and cooling
job markets should conspire to slow household spending

going forward. Quebec’s ur‘lemPIO}{ment rate is the lowest BT
in the country, but we see it climbing 1.6 ppts by the end _
of next year in response to weak economic growth (Chart LATIE GEEEE 55 CDIEE, L G GliE 92 Meiee]
2), thereby loosening job markets and cooling wage gains. Economic Indicators 2023F | 2024F | 2025F
Household savings pools have also dwindled, as Quebecers Real GDP 0.6 0.6 1.0
dipped into their nest eggs to finance surging consump- Nominal GDP 2.9 3.4 3.0
tion through most of 2022 and the early part of this year. Employment 2.1 -0.5 0.5
As already noted, Quebec is not seeing the same level of Unemployment Rate (%) A.4 5.8 6.1
support to consumption from population growth as other Housing Starts (000's) 40.2 m.7 45.6
parts of Canada. And this is unlikely to change over the Existing Home Prices 0.6 25 3.0
next several years. Home Sales 117 5.0 6.0
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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New Brunswick

After lagging national level growth by almost two percent-
age points last year, we expect New Brunswick’s (NB) econ-
omy to register middle-of-the-pack performances in both
2023 and 2024. Relative to most other regions, we see less
downside to NB growth on the horizon largely reflecting an
outlook for continued record-setting population gains and
resilient consumer spending. With households sporting the
lowest average debt-to-GDP ratio versus provincial peers,
consumers will be better shielded against sharply higher
borrowing costs. At the same time, however, the external
backdrop is expected to pose headwinds.

Population gains have been helping to sustain strength in
both employment and the labour force, which are running
at near national highs year-to-date (Chart 1). The swelling
headcount last year had done its part in alleviating labour
shortages, but vacancies have seen a resurgence in recent
months. In fact, as shown in Chart 2, New Brunswick’s job
vacancy rate recently pulled ahead of the national count af-
ter trailing throughout much of the pandemic. Of all major
Census Metropolitan Areas (CMA) across Canada, Monc-
ton’s population growth of 5.4% is the fastest rate since 2009.
Against this backdrop, we still see room for above-average
employment gains for the remainder of the year before la-
bour markets come back into balance next year.

'The external backdrop has taken some wind out of the econ-
omy’s sails as nominal exports this year are down over 10%.
Over 90% of the province’s international exports are shipped
south of the border, where the economy is expected to de-
celerate into 2024. Irving Oil Ltd., the operator of Canada’s
largest crude oil refinery in NB, is currently under strategic
review, which has likely impacted oil shipments since June.
Interprovincial shipments — which account for over half of
total exports — are also expected to soften as Canadian do-
mestic activity slows. Manufacturing activity is also lagging
all other provinces, down 13% on the year.

The New Brunswick government’s fiscal backdrop contin-
ues to be healthy. In its first quarter fiscal update, the gov-
ernment revealed a projected surplus of $200 million for FY
2023-24, well above the $40 million estimate outlined in
February’s Budget. Combined with a net debt profile that
ranks the lowest among provinces east of Saskatchewan, the
government is well positioned to support growth into next
year’s cyclical slowdown.

Chart 1: New Brunswick Amongst Leaders in Employment
and Labour Force Growth in 2023
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Chart 2: New Brunswick Job Vacancies Accelerating

Job Vacancy Rate, %

New Brunswick

== «= «Canada

May21 Sep21 Jan22 May22 Sep22 Jan23 May23

Source: Statistics Canada, TD Economics.

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

Economic Indicators 2023F 2024F 2025F
Real GDP 1.1 0.7 1.0
Nominal GDP 2.1 2.9 3.0
Employment 3.1 0.7 0.3
Unemployment Rate (%) 6.7 7.4 7.6
Housing Starts (00Q's) 3.6 2.2 2.6
Existing Home Prices 3.6 3.9 3.0
Home Sales -13.4 4.9 12.3

Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Nova Scotia

Population growth continues to break records in Nova Sco- Chart 1: Record Breaking Population Growth Stoking
tia (Chart 1), supporting our view that GDP growth in the Nova Scotia's Economy

province will outperform the rest of Canada this year. Not

only is Nova Scotia’s population swelling through immi-

gration and a massive intake of non-permanent residents, 4
but the province continues to attract newcomers from other
parts of Canada. These robust population gains are helping
companies find suitable workers, powering solid employ- 2
ment gains and leaving job markets looser than other parts
of Canada. In addition, a rapidly expanding population has

Population, Year/Year % Change

fueled construction spending and kept housing demand 0 vAvaVA\W
elevated. Indeed, home prices were some 70% above their 4
pre-pandemic level in August (amongst the largest gap of 1971 1984 1097 2010 2023

any province) and have increased since the Bank of Canada
begun hiking rates. What’s more, household spending in
Nova Scotia has held firm (Chart 2), as the province has

welcomed some 40k would-be consumers in the past year.

Source: Statistics Canada, TD Economics.

Even with the tailwind coming from a ballooning popula- ) _ o

. . . . . Chart 2: Solid Job Growth Boosting Household Spending in
tion, we still see consumption moderating in the second Nova Scotia
half of this year and 2024, as the full weight of the Bank of
Canada’s interest rate hiking campaign bears down on con-
sumers. That said, households are carrying relatively low 10
debt levels, which should shield them to a degree. A much
weaker trade backdrop is another factor that we think will
slow Nova Scotia’s economic growth moving forward as 6
U.S. growth likely eases beginning in the fourth quarter.
Activity in China (Nova Scotia’s 2nd largest export mar-
ket) is already cooling, but the Chinese ban on Japanese 2
seafood could help the province’s prospects if China looks
to Nova Scotia to fill some of its demand. Nova Scotia Rest of Canada

5 Debit and Credit Card Spending Growth, Year-to-Date, %

Source: TD Economics.

It’s been jumping from the frying pan into the fire for Nova
Scotia in terms of dealing with extreme weather events.
Along with the challenges stemming from Hurricane Fio-
na and post-tropical storm Lee, in the last few months the

province has dealt with record wildfires and massive flood- Nova Scotia Economic Forecasts
ing in Halifax and surrounding areas. While the human ,
. . [ Annual average % change, unless otherwise noted ]
toll from these events is heavy, from an economic growth - :
. . 1 . . Economic Indicators 2023F 2024F 2025F

accounting perspective, the rebuilding activity that takes

place in their wake adds to GDP. By our estimates, re- Redl .GDP 7 10 14

building efforts will add at least 0.1 ppt this year. This is af- Nominal GDP 4.0 3.7 3.4

ter taking into consideration the drag from the temporary Employment 2.1 0.3 0.6

closure of the main rail line to the Port of Halifax, which Unemployment Rate (%) 6.5 7.1 6.9

was caused by flooding. Housing Starts (000's) 6.0 5.5 5.7
Existing Home Prices 3.2 2.7 2.5
Home Sales -18.9 41 15.6
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Prince Edward Island

The ongoing and massive expansion of PEI’s population
has had transformative impacts for the Island and is a
dominant factor behind the province’s resilience this year.
Perhaps most notably, PEI’s median age has dropped for
six straight years due to a swell of younger international ar-
rivals, defying the nation-wide trend. Employers are ben-
efitting from this influx of job seekers, with employment
growing at the second fastest pace in the country so far
this year (Chart 1). Household spending has also seen a big
boost, with our internal card spending data pointing to an
inflation-adjusted gain of about 7% so far in 2023. Moving
forward, some cooling in household spending is expected,
as higher borrowing costs cause weaker consumption. This
should weigh on hiring, and accordingly, we see PEI’s un-
employment rate climbing about 1 ppt from its estimated

third quarter average by the end of 2024.

These record inflows have also left an indelible imprint on
the Island’s housing market, where rents are up 30% since
the early part of 2016 (even with the PEI government
implementing a rent freeze for this year), fueled by a mas-
sive increase in international students. Meanwhile, in the
ownership housing market, population growth has helped
sustain prices 40% above their pre-pandemic level, includ-
ing a 3% gain since the Bank of Canada resumed their rate
hike campaign. Going forward, we see average home prices

holding the line this year and increasing in 2024.

Manufacturing and the public sector are making impor-
tant contributions to growth this year. Factory sales are up
10% from their 2022 average so far in 2023. Meanwhile,
in the public sector, hiring has advanced at a double-digit
year-on-year pace in nearly every month this year (Chart
2). However, we see these sectors losing a considerable
amount of steam moving forward. For one, the external
backdrop is likely to turn much tougher for trade as U.S.
growth eases and domestic activity slows. Notably, this
will also weigh on tourism activity. Public sector spend-
ing, meanwhile, is set to gear down over the next couple
of years, diminishing its contribution to growth. This is
particularly salient for PEI, as the government typically
accounts for nearly one-third of overall output. After two
solid years, provincial capital spending is set to decline in
2025, weighing on the construction sector that year.

Chart 1: Population Growth Fueling a Hiring Surge in PEI

Employment, 2023 Year-to-Date Compared to 2022 Average
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Source: Statistics Canada, TD Economics.

Chart 2: The Government Sector Making an Important
Contribution to PEI's 2023 Growth

Public Sector Employment, Year/Year % Change (3-mma)
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Source: Statistics Canada, TD Economics.

P.E.l. Economic Forecasts

[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 2.0 1.3 1.9
Nominal GDP 4.4 4.0 3.9
Employment 4.6 1.6 0.6
Unemployment Rate (%) 7.6 8.4 8.5
Housing Starts (000's) 0.9 1.1 1.2
Existing Home Prices 0.1 1.5 1.9
Home Sales -4.1 5.0 15.2
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Newfoundland & Labrador

Weak activity in the oil and mining sector drove Newfound-
land and Labrador’s (NL) real GDP into contraction terri-
tory last year — the only province to take a step backward.
We don't anticipate another decline in output, but continued
lackluster oil and mining production remains the theme and
will drive further underperformance compared to the nation
this year. This is expected to be followed up by a more solid
growth showing in 2024.

A bounce back in the oil sector was contingent on a Terra
Nova restart, but that momentum has been punted into next
year as Suncor put a lid on production plans for 2023. Proj-
ect partners have not yet provided an exact timetable for the
resumption of operations; however, there is reason for opti-
mism as the vessel was returned to sea in mid-August. As
Chart 1 shows, overall crude production is due for another
sizeable contraction this year as Terra Nova’s restart defer-
ral collided with scheduled maintenance to White Rose and
Hebron. Oil and gas output as a share of total GDP ac-

counts for just shy of 30%, more than any other province.

On the mining front, a sharp pull-back in prices relative
last year’s peak levels for iron ore, nickel and copper have
weighed on mineral shipments so far this year, which are on
track to decline by 10-15% for 2023 as a whole (Chart 2).
Despite the pullback, the mining sector remains a medium-
term bright spot for Newfoundland’s economy as mineral
exploration expenditures hit a 10-year high in 2022, reach-
ing $243 million. Further, as part of an ongoing commit-
ment to position NL as a globally preferred location for
green economic investment, the Province introduced a new
Green Transition Fund. This fund will provide support to
projects for businesses and other entities to assist with the
transition to a green economy.

The performance of domestic-oriented industries, on the
other hand, has held up comparatively well notwithstanding
the Bank of Canada’s aggressive rate hiking campaign. Fairly
robust employment and population gains this year have sup-
ported consumer spending. Notably, our internal data on
debit and credit card transactions show NL households out-
pacing all other provincial counterparts in terms of growth
in year-to-date outlays. Although both domestic spending
and job gains will likely moderate in the coming months, we
still expect the unemployment rate to notch a record low on
average this year.

Chart 1: Newfoundland & Labrador's Oil Production Will Be a
Drag on 2023 GDP

Oil Production, Year/Year % Change
30

20

)

-20

-30
YYD YD DD DD DD DD Y D DY D Y. D
U % % % 0 7y %0 U e o e e e o R &y R Ry

Source: Government of Newfound & Labrador, TD Economics.

Chart 2: Newfoundland & Labrador's Mineral Shipments Set
for Another Contraction
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Source: Newfoundland & Labrador Department of Industry, Energy, & Technology,
TD Economics.

NFLD & Labrador Economic Forecasts

[ Annual average % change, unless otherwise noted ]
Economic Indicators 2023F 2024F 2025F
Real GDP 1.0 1.3 1.5
Nominal GDP -1.9 3.5 3.4
Employment 1.7 -0.4 0.1
Unemployment Rate (%) 10.2 11.3 11.8
Housing Starts (000's) 1.1 1.1 1.3
Existing Home Prices 1.1 3.7 1.8
Home Sales -15.6 4.2 6.7
Source: Statistics Canada, CMHC, CREA, Forecast by TD Economics.
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Provincial Economic Forecasts

Provincial Economic Forecasts
Real GDP Nominal GDP Employment Unemployment Rate Housing Starts Home Prices
Provinces (% Chg.) (% Chg.) (% Chg.) (Average, %) (Thousands) (% Chg.)
2023F 2024F 2025F| 2023F 2024F 2025F [ 2023F 2024F 2025F| 2023F 2024F 2025F| 2023F 2024F 2025F | 2023F 2024F 2025F
National 1.2 0.7 1.5 2.1 3.3 3.5 2.3 0.1 0.9 5.4 6.5 6.6 [2355 214.6 2226 -3.0 0.5 5.4
Newfoundland & Labrador [ 1.0 1.3 1.5 =) 3.5 3.4 1.7 -0.4 0.1 10.2 1.3 1.8 1.1 1.1 1.3 1.1 3.7 1.8
Prince Edward Island 2.0 1.3 1.9 4.4 4.0 3.9 4.6 1.6 0.6 7.6 8.4 8.5 0.9 1.1 1.2 0.1 1.5 1.9
Nova Scotia 1.7 1.0 1.4 4.0 3.7 3.4 2.1 0.3 0.6 6.5 7.1 6.9 6.0 5.5 5.7 3.2 27 25
New Brunswick 1.1 0.7 1.0 2.1 2.9 3.0 3.1 0.7 0.3 6.7 7.4 7.6 3.6 2.2 2.6 3.6 3.9 3.0
Québec 0.6 0.6 1.0 2.9 3.4 3.0 2.1 -0.5 0.5 4.4 5.8 6.1 402 417 456 0.6 25 3.0
Ontario 11 0.4 1.5 3.6 3.1 3.5 24 0.2 1.1 5.6 6.8 6.8 931 847 868 | -53 -0.5 27
Manitoba 1.5 1.0 1.3 2.6 3.6 3.1 2.2 0.8 1.0 4.9 5.4 5.2 7.4 5.5 6.0 -2.3 4.5 3.4
Saskatchewan 1.3 1.5 1.2 -1.6 3.8 2.9 1.0 0.1 0.8 4.9 5.5 5.4 4. 3.8 4.5 0.2 3.0 4.2
Alberta 2.3 12 1.9 -1 3.9 3.8 3.5 1.0 1.0 5.9 6.5 6.6 31.3 298 303 0.8 4.4 3.9
British Columbia 1.2 0.5 17 1.4 3.2 3.9 11 0.1 1.3 5.2 6.2 5.9 479 39.2 385 -1.4 12 25
F: Forecast by TD Economics, September 2023. Source: Canadian Real Estate Association, Canada Mortgage and Housing Corporation, Statistics Canada, TD Economics.
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