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Who has the most room to run?

by Andrew Grantham andrew.grantham@cibc.com and Katherine Judge katherine.judge@cibc.com

Across the Canadian economy, there seems to be plenty of
room for growth to pick up without inflation accelerating in a
worrying manner. However, for some provinces that room to
run is more obvious than others. Those where housing activity
and consumer spending have suffered the most in this period
of high interest rates (including Ontario) should at least see a
partial recovery, while areas with the most labour market slack
(including Alberta) will hopefully be able to find productive
ways to use that spare capacity.

What goes down...

Many provinces will be hoping that what went down during the
period of high interest rates comes back up again now that rates
are headed lower. Ontario, Alberta and BC are among the
provinces that have seen the sharpest declines in retail sales
volumes on a per capita basis, which is perhaps unsurprising as
households in these provinces have the highest debt levels
relative to income. Interestingly, after outperforming during
most of the pandemic and post-pandemic period, spending in

Chart 1: Debt-burdened provinces have seen weakest per-capita
spending
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New Brunswick and Quebec seems to have waned over the
past year (Chart 1).

Housing activity is of course one of the most sensitive areas to
interest rates, although here some provinces’ room to run is less
clear. This is particularly the case for Alberta, where unit home
sales even on a per capita basis have consistently trended
above pre-pandemic levels and other provinces (Chart 2). In
contrast, Ontario and Quebec have seen very sluggish home
sales, and so there appears to be plenty of room for that area of
the economy to pick up.

One possible reason for Alberta’s strong resale activity could
point to another potential growth opportunity, however. While
the province's housing stock relative to its population has
always been lower than others, likely due to demographic
factors, it has fallen more than other areas in recent years
(Chart 3). This stems from the strong influx of newcomers
into the province (both from outside Canada and from other
provinces) and presents an obvious potential to drive growth
through homebuilding.

Chart 2: Housing activity has room to pick up in Ontario and Quebec
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Chart 3: Housing stock lower relative to the population

Housing stock per capita

0.55 - m 2019 mH12024
0.50 A
0.45 A
0.40 A
0.35 A
z @ 2 2 838 5 5 2 =

Canada

Source: CMHC, Statistics Canada, CIBC

Even though housing starts have already accelerated in Alberta
(in contrast to the trend seen elsewhere), it would still take
almost two years at the current pace to offset the years of
underbuilding (Chart 4). There is also an obvious need to
accelerate the pace of homebuilding in Ontario, as well as the
Atlantic provinces, in order to just bring the housing stock back
to its pre-pandemic level relative to the population.

Alberta’s oil sector has already received a boost from the TMX
pipeline, which began operating in Q2 2024, and further gains
could be made ahead. Employment in the oil sector stands 18%
above year-ago levels, and oil and gas extraction GDP for
Canada as a whole was 6% above year-ago levels as of Q2, with
production rising strongly since H2 2023 on anticipation of the
pipeline’s completion (Chart 5, left). However, oil volumes
shipped via pipeline from Alberta have only recovered to their
late 2023 peak levels (Chart 5, right), with the jump in
production since then largely going into inventories, as global
demand has remained sluggish.

Chart 4: Several years needed to catch up on underbuilding of homes
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Chart 5: Oil production up as TMX began operating (), but weak
global demand holding back shipments (r)
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Lackluster demand will only be a temporary roadblock,
however, as global central bank rate cuts will be well underway
by 2025, boosting demand for oil, and Alberta producers will
also benefit from a tighter WCS-WTI spread. However, the
addition of extra pipeline capacity has done little to spur new
investments in the sector, as engineering construction
investment was 7% below year-ago levels as of Q2 (Chart 6), a
signal that the province may have to rely on other industries for
growth in the long run.

Who's hiring?

Across the country, labour markets have shifted markedly from
very tight conditions a couple of years ago to generally loose
ones today. In part this has been due to the surge in population
seen in many areas, which will slow markedly ahead thanks to
new regulations for non-permanent residents. The areas of the
country that saw the largest growth in this cohort (including
Ontario and BC) will likely see the biggest decelerations (Chart
7).

Chart 6: Lackluster investment in Alberta’s oil sector limits long-run
growth prospects
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Chart 7: Ontario and BC to see the biggest slowdown from limits on
NPRs
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However, as we have shown for Canada as a whole, the labour
market's woes cannot be entirely blamed on the sharp influx of
newcomers into the country being unable to find jobs. This is
true across most provinces as well, albeit to differing degrees.
While Alberta, for example, has seen the sharpest rise in
unemployment relative to 2022, around half has been due to
newcomers into the country. In contrast, Ontario has seen a
slightly smaller increase on aggregate, but a larger rise in
joblessness among domestic born and immigrants who have
been in Canada for more than 5 years (Chart 8).

While we would hope that both Ontario and Alberta have
equal success in using this excess labour supply in the future,
if newcomers into the country don't match quite as well in
terms of skills, then it may take a bit longer for the slack to

be absorbed in Alberta. In contrast, Atlantic Canada has seen
little to no increase in unemployment rates since 2022, largely
because the jobless rate of the domestic-born population and
longer-term immigrants has continued to trend down.

Chart 8: Unemployment increase not just a result of newcomers
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Chart 9: Interprovincial migration down sharply in Nova Scotia
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A comparative lack of slack in the labour market could make it
harder for provinces in Atlantic Canada to keep up in terms of
growth rates ahead. For Nova Scotia, another previous source of
labour force growth seems to finally be fading. Interprovincial
migration into the province, which surged during the pandemic
and then continued afterwards, has slowed dramatically in
recent quarters and over the past year has actually been weaker
than in 2019 (Chart 9). That will restrict potential growth
relative to recent years. Manitoba continues to see outward
migration, keeping the labour market relatively tight despite
some evidence of lacklustre economic growth.

Indeed, in terms of total demand (employment plus job
vacancies) relative to supply, Manitoba now has the tightest
labour market out of any province (Chart 10). In contrast, on
this measure as well, Ontario’s labour market is much looser
than in was in 2019, suggesting there's plenty of space for
labour demand and wider economic growth to accelerate
before running into a constraint from a shortage of workers.

Chart 10: Varying degrees of labour market slack
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Who has the most room to run?

As interest rates come down and labour market slack is
absorbed, there is plenty of room for growth to accelerate
across the country, particularly by 2026. That room is most
obvious in Ontario where per capita spending and housing
activity has been weakest, and labour market slack has built

up more than in other areas. Because of that, by 2026, Ontario
should be leading the pack in terms of GDP growth (table).
Alberta, where labour market slack has been greatest, and BC,
where consumer spending and housing activity have more room
to build, should also see solid growth.

In contrast, provinces in Atlantic Canada are likely to see less of
a pick up and potentially below-average growth by 2026. This is
largely a product of their own success, as these provinces have
seen less build up of slack, but partly also a reflection of the
expected slowdown in immigration ahead. While lower interest
rates should benefit all provinces, some will benefit more than
others.

Provincial forecast tables
Table 2: Nominal GDP growth (Y/Y %

Table 1: Real GDP (Y/Y % chg) change) Table 3: Unemployment rate (%)
Province 2023E 2024F 2025F 2026F 2023E 2024F 2025F 2026F 2023A 2024F 2025F 2026F
British Columbia 1.6 0.8 1.7 2.8 4] 33 4.0 50 51 55 5.5 5.0
Alberta 1.5 2.2 25 29 -1.0 57 4.2 6.4 59 71 71 6.3
Saskatchewan 1.6 2.0 1.8 2.4 -05 55 35 5.4 4.8 54 5.3 4.8
Manitoba 1.3 1.3 1.6 2.3 3.8 3.8 37 4.4 4.8 51 5.3 49
Ontario 1.6 0.7 1.5 3.0 43 33 3.8 5.2 5.6 6.8 6.8 6.2
Québec 0.2 0.8 19 2.5 3.0 34 4] 47 4.4 55 516) 51
New Brunswick 1.3 15 1.7 2.1 3.8 4.0 3.8 4.2 6.6 7.0 7.0 6.7
Nova Scotia 1.3 17 1.8 2.2 38 4] 39 43 6.3 6.6 6.9 6.4
E‘:ﬁj Edward 22 25 21 25 47 50 42 47 74 7.8 8.2 7.8
?ﬁ;’[gg::d'i?d 25 35 21 23 45 75 38 53 99 100 97 95
Canada 12 11 1.8 2.7 28 3.9 3.9 5.2 54 6.3 6.4 5.8

Source: Statistics Canada, CMHC, CIBC

CIBC Capital Markets Provincial Forecast | 4



Contacts:

Avery Shenfeld Benjamin Tal Andrew Grantham
avery.shenfeld@cibc.com benjamin.tal@cibc.com andrew.grantham@cibc.com
Ali Jaffery Katherine Judge

ali.jaffery@cibc.com katherine.judge@cibc.com

CIBC Capital Markets

PO Box 500

161 Bay Street, Brookfield Place
Toronto, Canada, M5J 258
Bloomberg @ CIBC

economics.cibccm.com

CIBC Capital Markets is a trademark brand name under which Canadian Imperial Bank of Commerce (“CIBC"), its subsidiaries and affiliates (including, without limitation, CIBC World Markets Inc., CIBC World Markets
Corp.and CIBC Capital Markets (Europe) S.A.) provide different products and services to our customers around the world. Products and/or services offered by CIBC include corporate lending services, foreign exchange,
money market instruments, structured notes, interest rate products and OTC derivatives. CIBC's Foreign Exchange Disclosure Statement relating to guidelines contained in the FX Global Code can be found at www.
cibcem.com/fxdisclosure. Other products and services, such as exchange-traded equity and equity options, fixed income securities and futures execution of Canadian securities, are offered through directly or indirectly
held subsidiaries of CIBC as indicated below.

Distribut
This report is written by the economics team at CIBC Capital Markets and is not the product of a CIBC Capital Markets research department. This report is issued and approved for distribution: (a) in Canada, by CIBC
World Markets Inc., a member of the Canadian Investment Regulatory Organization, the Toronto Stock Exchange, the TSX Venture Exchange and a Member of the Canadian Investor Protection Fund; and (b) in the
United States, by either: (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MII") (as such term is defined in SEC Rule 15a-6) or (ii) CIBC World Markets Corp.,, a member of the
Financial Industry Regulatory Authority. U.S. Mlls receiving this report from CIBC World Markets Inc. (the Canadian broker-dealer) are required to effect transactions (other than negotiating their terms) in securities
discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada and does not constitute an offer or solicitation to buy or sell any securities
discussed herein, including (without limitation) in any jurisdiction where such offer or solicitation would be prohibited.

The distribution of this report in the United Kingdom is being made only to, or directed only at, persons falling within one or more of the exemptions from the financial promotion regime in section 21 of the UK Financial
Services and Markets Act 2000 (as amended) (“FSMA”) including, without limitation, to the following:

* authorised firms under FSMA and certain other investment professionals falling within article 19 of the FSMA (Financial Promotion) Order 2005 (“FPO") and directors, officers and employees acting for such
entities in relation to investment;

+ high value entities falling within article 49 FPO and directors, officers and employees acting for such entities in relation to investment; and
* persons who receive this presentation outside the United Kingdom.

The distribution of this report to any other person in the United Kingdom is unauthorised and may contravene FSMA. No person falling outside such categories should treat this report as constituting a promotion
tothem or rely or act on it for any purposes whatsoever.This report is distributed solely to eligible counterparties or professional clients and not retail clients as defined in point (8) of Article 2 of Regulation (EU) No
2017/565 as it forms part of UK domestic law by virtue of the European Union (Withdrawal) Act 2018.

For all other jurisdictions, this report is distributed solely to institutional clients and not retail clients as defined by the applicable securities legislation and regulation to which CIBC Capital Markets may be subject in
any jurisdiction.

Miscellaneous

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis of any information contained
in this report, the recipient should consider whether such information is appropriate given the recipient’s particular investment needs, objectives and financial circumstances. CIBC suggests that, prior to acting on any
information contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances. Since the levels and bases of taxation can change, any reference in this report to the

impact of taxation should not be construed as offering tax advice; as with any transaction having potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of
future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they should not be relied upon as
such. All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof. Each such
address or hyperlink is provided solely for the recipient’s convenience and information, and the content of linked third-party web sites is not in any way incorporated into this document. Recipients who choose to
access such third-party web sites or follow such hyperlinks do so at their own risk.

Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited by law and may result in prosecution.

CIBC Capital Markets and the CIBC Logo Design are trademarks of CIBC, used under license.

CIBC Capital Markets Provincial Forecast | 5


mailto:avery.shenfeld%40cibc.com?subject=
mailto:benjamin.tal%40cibc.com?subject=
mailto:andrew.grantham%40cibc.com?subject=
mailto:ali.jaffery%40cibc.com?subject=
mailto:katherine.judge%40cibc.com?subject=
https://www.bloomberg.com/quote/CM:CN
http://economics.cibccm.com




Accessibility Report





		Filename: 

		PIF_2024-1016.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 2



		Passed: 28



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Skipped		Appropriate nesting










Back to Top

