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HIGHLIGHTS

 f The European economy continues to bear the brunt of the 
war in Ukraine and its impacts on energy prices. Inflation is 
particularly high in the eurozone and United Kingdom and is 
cutting into household income and business profits. As such, 
we expect real GDP in both markets to contract for several 
quarters. In China, the economic rebound following the 
spring lockdowns has been disappointing so far and led us to 
downgrade the country’s real GDP forecasts.

 f Real GDP in the United States declined in the first two quarters 
of 2022. However, other key indicators continue to increase 
at a solid pace. We’re expecting the US economy to expand 
fairly slowly in the second half of 2022, and further drops in 
real GDP are forecast for early 2023.

 f The Canadian economic outlook has rapidly deteriorated on 
the back of aggressive rate hikes by the Bank of Canada to rein 
in inflation. Slowing demand in interest rate-sensitive sectors, 
most notably housing, has led to downward revisions to our 
economic outlook. We expect real GDP to contract in the first 
half of 2023.

 f We can expect Quebec’s economic strength to be shaken over 
the coming quarters by the difficulties faced by households, 
and declines in business investment and exports. Despite this 
impending period of weakness, real GDP growth is expected 
to hit 3.8% in 2022 thanks to the solid performance in the 
first quarter of the year. The first half of 2023 will be rocky. 
Although the economy is expected to subsequently recover, 
real GDP is set to rise just 0.1% next year.

 f Just as at the national level, no province will be immune to the 
dampening effects of rising interest rates, elevated inflation, 
rapidly correcting housing markets, and a deteriorating global 
expansion over the next two years.

 f The further rise in sovereign bond yields has renewed pressure 
on equity markets. Stocks had been showing more signs of life 
as markets saw headline inflation cooling off this summer. But, 
with underlying price pressures remaining firm, central bankers 
have had to double down on their efforts to stem inflationary 
tailwinds. Markets are now pricing in higher terminal rates 
around the world, which has pushed rates up across curves. 
Our own forecast for how much more tightening is needed to 
bring inflation back down to target has also increased.

 f Persistent inflation remains the main risk to the global 
economy as it would force many central banks to raise rates 
more than anticipated.

http://desjardins.com/economics
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RISKS INHERENT IN OUR SCENARIOS
Persistent inflation remains the main risk to the global economy as it would force many central banks to raise rates more than 
anticipated. If central banks do not respond forcefully enough, they risk high inflation becoming even more entrenched and difficult 
to control in the medium term. According to our baseline scenario, economic activity will contract in Canada, in the United States 
and other countries, especially in Europe. However, the deterioration in the economy could be worse than expected, dragging more 
countries into a recession. High inflation and rising borrowing costs could further chill consumer and business demand. Canada 
would be particularly vulnerable to a sharper global economic slowdown, which would negatively impact its exports and terms of 
trade. Furthermore, bigger increases in unemployment and interest rates could exacerbate Canada’s housing market slowdown. The 
European economy is especially vulnerable due to soaring energy prices and potential shortages caused by the war in Ukraine. Although 
prices for oil, some foods and other commodities have fallen recently, the conflict remains a significant source of uncertainty in our 
forecasts. We’ll also need to continue to closely monitor the situation in China, where zero-COVID and the resulting business closures 
could again disrupt global supply chains. The challenges faced by China’s real estate market could also cause demand for certain 
commodities to plummet. Finally, there are the risks to financial stability. Deeper economic trouble could mean more bankruptcies 
and sharper stock market corrections. Investors could demand higher risk premiums in the coming quarters. The US dollar could also 
continue to appreciate quickly, especially against the currencies of economically and financially weaker countries.

WEIGHT*

2021 2022f 2023f 2021 2022f 2023f

Advanced economies 40.0 5.1 2.4 1.3 3.1 6.7 3.1
United States 15.9 5.7 1.6 0.1 4.7 8.0 3.5
Canada 1.4 4.5 3.2 0.0 3.4 6.7 3.2

Quebec 0.3 5.6 3.8 0.1 3.8 6.7 3.3
Ontario 0.5 4.3 2.9 -0.1 3.5 6.8 3.1

Japan 4.0 1.7 1.5 1.2 -0.2 2.2 1.8
United Kingdom 2.4 7.4 3.4 -0.8 2.6 8.6 5.7
Euro zone 12.5 5.2 3.2 0.0 2.6 8.2 5.5

Germany 3.4 2.6 1.6 -1.1 3.1 7.9 6.0
France 2.5 6.8 2.5 0.1 1.6 5.9 4.3
Italy 2.0 6.6 3.5 -0.1 1.9 7.4 4.5

Other countries 4.2 4.5 2.9 1.5 2.4 5.7 3.9
Australia 1.0 4.9 3.8 2.3 2.9 6.4 4.5

Emerging and developing economies 60.0 7.0 2.9 3.3 3.7 8.3 5.6
North Asia 25.7 8.2 3.9 4.8 2.4 4.3 3.5

China 17.5 8.1 2.8 4.6 0.9 2.5 2.5
India 7.1 8.7 6.7 5.5 5.1 7.1 5.5

South Asia 5.3 3.8 4.7 4.0 2.0 4.8 3.9
Latin America 5.9 6.3 2.1 1.1 6.6 8.6 5.2

Mexico 1.9 4.8 1.6 1.3 5.7 8.4 5.0
Brazil 2.4 4.9 1.5 0.5 9.0 8.1 5.6

Eastern Europe 8.0 6.9 -2.6 -0.3 9.1 27.3 14.9
Russia 3.2 4.7 -6.0 -3.5 6.7 14.4 6.8

Other countries 15.0 6.9 3.6 3.1 4.9 9.9 8.1
South Africa 0.6 4.9 1.6 1.1 4.6 6.8 5.6

World 100.0 6.3 2.7 2.2 3.5 7.8 5.0

f: forecasts; PPP: Purchasing Power Parities, exchange rate that equates the costs of a broad basket of goods and services across countries; * 2019.
Sources: World Bank, Consensus Forecasts and Desjardins, Economic Studies

TABLE 1
World GDP growth (adjusted for PPP) and inflation rate

IN %

REAL GDP GROWTH INFLATION RATE
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FINANCIAL FORECASTS
The further rise in sovereign bond yields has renewed pressure on equity markets. Stocks had been showing more signs of life as 
markets saw headline inflation cooling off this summer. But, with underlying price pressures remaining firm, central bankers have had 
to double down on their efforts to stem inflationary tailwinds. Markets are now pricing in higher terminal rates around the world, 
which has pushed rates up across curves. Our own forecast for how much more tightening is needed to bring inflation back down 
to target has also increased. That has us forecasting deeper curve inversions than previously too. As markets begin pricing in greater 
odds of a monetary policy-induced recession, we expect to see weakness in equities and other risk assets persist throughout the rest 
of the year. The safety and yield pick-up in the US dollar has had global investors flocking to the currency. Broad US dollar strength has 
seen the greenback rising further against a number of currencies, including the Canadian dollar. Because of the interest rate-sensitive 
nature of the Canadian economy, rates are likely to top out at a lower level than in the US. As a result, the loonie is at risk of losing 
more ground in the months to come.

Q3 Q4 Q1 Q2 Q3f Q4f Q1f Q2f Q3f Q4f

Key interest rate
United States 0.25 0.25 0.50 1.75 3.25 4.50 4.50 4.50 4.50 4.00
Canada 0.25 0.25 0.50 1.50 3.25 3.75 3.75 3.75 3.75 3.25
Euro zone 0.00 0.00 0.00 0.00 1.25 2.50 2.75 2.75 2.75 2.50
United Kingdom 0.10 0.25 0.75 1.25 2.25 3.25 3.50 3.50 3.50 3.25

Federal bonds
United States
2-year 0.26 0.66 2.27 2.94 4.10 4.10 3.75 3.50 3.30 3.20
5-year 0.98 1.25 2.42 3.01 3.80 3.70 3.50 3.30 3.05 2.95
10-year 1.53 1.50 2.33 2.97 3.55 3.45 3.20 3.10 2.95 2.85
30-year 2.09 1.89 2.45 3.12 3.50 3.40 3.25 3.10 3.00 2.90
Canada
2-year 0.53 0.95 2.27 3.10 3.80 3.75 3.55 3.25 2.90 2.80
5-year 1.11 1.25 2.39 3.10 3.30 3.20 3.10 3.00 2.90 2.65
10-year 1.51 1.42 2.40 3.23 3.05 2.95 2.90 2.85 2.70 2.55
30-year 1.98 1.68 2.37 3.14 3.00 2.95 2.85 2.80 2.65 2.50

Currency market
Canadian dollar (USD/CAD) 1.27 1.26 1.25 1.29 1.34 1.37 1.37 1.35 1.35 1.33
Canadian dollar (CAD/USD) 0.79 0.79 0.80 0.78 0.75 0.73 0.73 0.74 0.74 0.75
Euro (EUR/USD) 1.16 1.14 1.11 1.05 0.99 0.98 0.98 1.00 1.02 1.05
British pound (GBP/USD) 1.35 1.35 1.32 1.21 1.13 1.12 1.12 1.14 1.17 1.20
Yen (USD/JPY) 111 115 122 136 140 136 130 125 120 115

Stock markets (level and growth)*
United States – S&P 500
Canada – S&P/TSX

Commodities (annual average)
WTI oil (US$/barrel)
Gold (US$/ounce)

f: forecasts; WTI: West Texas Intermediate; * End of year.
Sources: Datastream and Desjardins, Economic Studies

68 (75*) 97 (90*) 82 (80*)
1,800 (1,800*) 1,810 (1,750*) 1,705 (1,650*)

4,766 Target: 3,700 (-22.4%) Target: 3,850 (+4.1%)
21,223 Target: 18,500 (-12.8%) Target: 19,200 (+3.8%)

TABLE 2
Summary of financial forecasts

END OF PERIOD IN % (EXCEPT IF INDICATED)

2021 2022 2023
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Commodities: Prices and Supply Chain Issues Are Both 
Easing
The deteriorating economic outlook has reduced demand 
forecasts for several commodities. In addition, the lifting of the 
blockade on Russian and Ukrainian grain exports has pushed 
grain prices down. We’re also seeing base metal prices pull back, 
largely due to China’s economic difficulties. On the oil market, 
resilient Russian supply, a smaller US strategic reserve and the 
prospect of weaker demand have pushed the price of WTI back 
down to its pre-war level of around US$85/barrel. However, 
geopolitical tension and supply shortages are keeping natural gas 
prices high (graph 1).

The supply chain disruptions that have been haunting the 
economy since early last year seem to be increasingly subsiding. 
The Federal Reserve Bank of New York’s Global Supply Chain 
Pressure Index has dropped sharply from its December 2021 
peak (graph 2). Container transportation costs have also fallen 
significantly. Coupled with the slide in several commodity prices, 
these are signs that some of the factors that triggered inflation 
are abating.

Chinese Growth Revised Down
China’s economic difficulties due to its zero-COVID policy are 
continuing. The rebound in industrial production remains modest 
with year-over-year growth of 4.2% in August (graph 3). The 
Chinese real estate market remains bogged down and the 
government is stepping up its support, but with limited success 
for now. With no strong, lasting recovery in construction, 

Overseas
Europe in Recession

FORECASTS
The European economy continues to bear the brunt of the war in Ukraine and its impacts on energy prices. Inflation is particularly high 
in the eurozone and United Kingdom and is cutting into household income and business profits. As such, we expect real GDP in both 
markets to contract for several quarters. In China, the economic rebound following the spring lockdowns has been disappointing so 
far and led us to downgrade the country’s real GDP forecasts. These economic slowdowns and fears of a more widespread recession 
are among the factors that triggered the recent decline in commodity prices, including oil.

GRAPH 1
Many commodity prices have returned to their pre-Ukraine war 
levels

Sources: Datastream and Desjardins, Economic Studies
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GRAPH 2
Supply chain disruption is gradually subsiding

Sources: Federal Reserve Bank of New York and Desjardins, Economic Studies
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GRAPH 3
Indicators aren’t suggesting a sharp rebound in Chinese real GDP 
growth

Sources: National Bureau of Statistics of China and Desjardins, Economic Studies
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United Kingdom: The New Government Has Much to 
Tackle
Rising energy prices and the resulting inflation are already 
major concerns in the United Kingdom. Real GDP declined 
in the second quarter, and it’s expected to fall further. The 
year-over-year increase in the total Consumer Price Index has 
already surpassed 10% (graph 5), which is seriously eroding 
household income. This is corroborated by retail sales figures, 
which—pandemic lockdowns aside—posted their biggest 
monthly decline since 2016 in August. Things may have gotten 
even worse, but Prime Minister Liz Truss’s new government has 
announced an ambitious plan to stabilize household electricity 
prices. This should prevent inflation from spiking further, which 
was expected in October when the cap on consumer energy 
bills was set to be increased. The new prime minister is starting 
her mandate at a difficult time, and quarterly UK real GDP is 
expected to shrink until next spring. The Bank of England, which 
was the first bank to initiate rate liftoff, is expected to continue 
tightening its monetary policy, at least until the end of this year.

manufacturing and retail sales, we’ve revised our Chinese GDP 
growth forecasts down to 2.8% in 2022 and 4.6% in 2023.

A Challenging Winter in the Eurozone
Second quarter economic growth in the eurozone was fairly 
solid, with annualized real GDP up 3.2% in August. We’re 
even anticipating that growth has continued over the summer, 
especially thanks to the recovery in tourism. However, the 
situation is expected to deteriorate quickly starting in early fall. 
Inflation is still being driven by energy prices but is becoming 
more widespread and eating into household income and business 
profits. An analysis by the International Monetary Fund (IMF) 
estimates that the recent surge in international fossil fuel prices 
will raise European households’ cost of living in 2022 by close 
to 7% of consumption on average. Against this backdrop, it’s 
unsurprising that consumer confidence is so low (graph 4) and 
already prefacing a marked drop in real consumer spending.

Business confidence has so far proven more resilient, but several 
eurozone PMI prints suggest that the economy is beginning 
to contract. The situation could become particularly difficult in 
Germany, where problems with Russian natural gas supply are 
complicating things. This is impacting industrial activity, which 
is already at the mercy of global supply chain issues, particularly 
in the automotive sector. The Ifo Business Climate Index is also 
suggesting that the German economy will shrink significantly.

France, which is less dependent on Russian energy, should 
fare a little better, but won’t be completely sheltered from the 
challenges facing the eurozone. France is suffering from high 
inflation too and, like other countries, must contend with the 
European Central Bank’s interest rate hikes, which could continue 
until early next year despite the expected economic downturn. 
We expect eurozone real GDP to grow 3.2% in 2022 (mainly 
thanks to substantial base effects) but remain unchanged 
in 2023. These figures hide the fact that real GDP is projected 
to fall in the fourth quarter of 2022 and the first two quarters 
of 2023.

GRAPH 4
Eurozone household confidence is extremely low

Sources: Datastream and Desjardins, Economic Studies
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GRAPH 5
The United Kingdom now has the highest inflation

Sources: Datastream and Desjardins, Economic Studies
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For the first time since early 2020, the United States suffered two 
successive declines in real GDP in the first and second quarters of 
this year. However, it’s difficult to confirm that the US economy is 
already in a recession. Two very different causes are behind these 
two declines (graph 6). The first was triggered by a sharp drop 
in net exports and the second by a strong negative contribution 
from the change in business inventories. At the same time, 
real consumer spending continued to rise and non-residential 
investment still hasn’t dropped. It’s also difficult to believe that 
the US economy is in a recession given the strength of the labour 
market, which has created 3,504,000 jobs so far in 2022.

However, other factors are highlighting the US economy’s 
weakness. The housing market is in freefall and real non-
residential construction has never really recovered from the 
pandemic. Confidence is extremely low too. Businesses are 
concerned about rising costs, labour shortages and future sales. 
Meanwhile, inflation—which is eating into income—is the 
biggest worry for households. Fortunately, there is better news 
here as gasoline prices have dropped 27.5% from their May 
peak. As a result, household confidence indices are beginning to 
recover (graph 7).

Real spending on goods is down year-to-date due to ongoing 
shortages, especially in the automotive sector, but also due 
to spending on services and the impact of high inflation on 

household income. On top of that, households are increasingly 
contending with the burden of higher interest rates. Real 
spending on goods is expected to continue to fall over the 
coming quarters. We’re anticipating that total consumption will 
contract for at least one quarter in early 2023.

Higher interest rates are already chilling the housing market. 
Since late 2021, housing starts have dropped 10.9%, existing 
home sales are down 21.2% and sales of new single-family 
homes have plummeted 39.1% (graph 8). Prices are still rising but 

United States
Further Declines in Real GDP Are Expected in 2023

FORECASTS
Real GDP in the United States declined in the first two quarters of 2022. However, other key indicators continue to increase at a solid 
pace. We’re expecting the US economy to expand fairly slowly in the second half of 2022, and further drops in real GDP are forecast 
for early 2023. The labour market has held up very well until now but could face bigger challenges as higher interest rates hobble 
economic activity. Inflation seems to have peaked and we’re expecting it to continue to slow.

GRAPH 6
Real GDP has declined for two successive quarters

Sources: Bureau of Economic Analysis and Desjardins, Economic Studies
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GRAPH 7
Recent drops in energy prices are driving the improvement in
US consumer confidence

Sources: Bureau of Labor Statistics, University of Michigan and Desjardins, Economic Studies
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GRAPH 8
The US housing market is being buffeted by higher interest rates

Sources: U.S. Census Bureau, National Association of Realtors and Desjardins, Economic Studies
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are projected to start declining before long. We expect residential 
investment to negatively impact growth in 2022 and 2023.

Businesses are holding up relatively well. They are continuing to 
hire, and the number of job openings remains extremely high. 
The ISM indexes have dropped from their 2021 peaks but are 
still above 50 and aren’t indicating that a recession has already 
started (graph 9). That said, uncertainty is expected to drag 
down non-residential investment. We also think the pace of 
hiring will drop off over the coming months. We’re anticipating 
employment losses and a higher unemployment rate in the 
first half of 2023, which will curb wage growth. Slower wage 
increases combined with less robust economic growth, subsiding 
international supply chain disruption and lower prices of several 
commodities, including oil and gasoline, should help to bring 
down inflation.

Q1 Q2 Q3f Q4f Q1f Q2f 2020 2021 2022f 2023f

Real GDP (2012 US$) -1.6 -0.6 1.2 0.1 -1.5 -0.5 -3.4 5.7 1.6 0.1
Personal consumption expenditures 1.8 1.5 0.9 0.8 -1.0 0.2 -3.8 7.9 2.3 0.4
Residential construction 0.4 -16.2 -9.5 -11.9 -10.1 -8.3 6.8 9.2 -6.4 -9.3
Business fixed investment 10.0 0.0 5.7 3.8 0.2 0.9 -5.3 7.4 4.7 2.4
Inventory change (US$B) 188.5 83.9 55.0 40.0 20.0 -10.0 -42.3 -32.6 91.8 15.0
Public expenditures -2.9 -1.8 0.9 1.0 1.1 1.1 2.5 0.5 -1.4 0.9
Exports -4.8 17.6 6.5 3.5 -1.0 1.0 -13.6 4.5 6.6 2.9
Imports 18.9 2.8 -2.5 3.0 -1.5 -2.0 -8.9 14.0 9.2 0.1
Final domestic demand 2.0 -0.2 1.0 0.6 -0.9 0.1 -2.5 6.5 1.6 0.3

Other indicators
Nominal GDP 6.6 8.4 5.5 3.0 0.4 1.1 -2.2 10.1 8.6 2.9
Real disposable personal income -7.8 -0.6 0.8 0.6 -0.6 -0.4 6.2 2.3 -5.5 0.1
Employment according to establishments 4.7 3.3 3.1 1.4 -0.2 -0.8 -5.8 2.8 4.0 0.7
Unemployment rate (%) 3.8 3.6 3.6 3.8 4.3 4.8 8.1 5.4 3.7 4.9

Housing starts1 (thousands of units) 1,720 1,647 1,480 1,403 1,327 1,270 1,395 1,605 1,563 1,278

Corporate profits*2 12.6 8.1 1.0 -0.1 -1.5 -7.0 -5.2 25.0 5.1 -2.7
Personal saving rate (%) 5.6 5.1 5.0 5.0 5.1 4.9 16.4 12.2 5.2 5.0
Total inflation rate* 8.0 8.6 8.3 7.1 5.5 3.4 1.2 4.7 8.0 3.5

Core inflation rate*3 6.3 6.0 6.2 5.7 4.8 3.6 1.7 3.6 6.1 3.3
Current account balance (US$B) -1,130 -1,004 -946 -949 -944 -924 -620 -846 -1,007 -931

f: forecasts; * Annual change; 1 Annualized basis; 2 Before taxes; 3 Excluding food and energy.
Sources: Datastream and Desjardins, Economic Studies

TABLE 3
United States: Major economic indicators

QUARTERLY ANNUALIZED
VARIATION IN % (EXCEPT IF INDICATED)

ANNUAL AVERAGE2022 2023

GRAPH 9
The ISM indexes aren’t suggesting that the economy is already in 
recession

Sources: Institute for Supply Management and Desjardins, Economic Studies
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For the Canadian economy, 2022 may well be compared to the 
month of March, in that it is expected to be “in like a lion and 
out like a lamb.” After posting a solid advance of 4.5% in 2021, 
real GDP growth in the first half of 2022 clocked in at a still 
respectable 4.0% annual rate. But take a look under the hood, 
and even this H1 2022 fillip was largely running on empty. The 
healthy headline prints can largely be chalked up to the last 
gasp of pandemic reopening, as evidenced by surging services 
consumption. Frantic housing market activity before the Bank of 
Canada began to step on the brake with colossal interest rate 
hikes also played its part in Q1. Residential investment then went 
into reverse in Q2 as borrowing costs shot up (graph 10). Job 
creation has also weakened significantly despite record high job 
vacancies, although wage pressures remain strong.

But the rest of 2022 and 2023 is where the rubber will really 
meet the road. We’re tracking below 1% quarterly annualized 
growth for each of the final two quarters of this year, with 
outright contractions anticipated for the first half of 2023. 
Rising borrowing costs are largely to blame, as interest rate-
sensitive sectors feel the ongoing squeeze from rising rates. The 
housing market was the first victim and is likely to experience 
the most significant drag going forward. Goods consumption, 
particularly for durables, isn’t likely to be far behind. Higher 
debt servicing costs will continue to eat into discretionary 

spending, whereas the effect of the reopening boost on services 
spending is likely now behind. Despite these headwinds, the 
Bank of Canada has made clear that more rate hikes are on 
the way given unacceptably high inflation, as well as the latest 
available evidence on inflation expectations from households 
and businesses remaining a preoccupation. We anticipate 
another 50 bps at the Bank’s October meeting, with more to 
possibly come after that. This will only compound the weakness 
observed so far. A similar slowing in global growth is reducing 
demand for exports and putting a chill on the smokin’ hot energy 
prices seen earlier in the year. As such, we expect the Canadian 
economy to slow from a still healthy 3.2% in 2022 to a moribund 
0.0% in 2023. This will have knock-on effects for the Canadian 
labour market, pushing down employment growth, driving the 
unemployment rate higher and leading to a cooldown in wage 
gains, which will in turn underpin the slowdown in inflation.

But there is light at the end of the tunnel. We expect the 
Bank of Canada to begin cutting interest rates by the end 
of 2023, prompted by a mild recession and a slowing pace 
of inflation (graph 11). This will ultimately help to improve 
affordability, as lower home prices are paired with falling interest 
rates. Consumption and business investment will also begin 
to recover as falling rates lay the groundwork for an economic 
recovery. A similar global trend should provide a tailwind to 

Canada
To Tame Inflation, a Recession Is Unavoidable

FORECASTS
The Canadian economic outlook has rapidly deteriorated on the back of aggressive rate hikes by the Bank of Canada to rein in 
inflation. Slowing demand in interest rate-sensitive sectors, most notably housing, has led to downward revisions to our economic 
outlook. With no relief on interest rates in sight, we expect real GDP to contract in the first half of 2023. When combined with an 
eventual cooling in inflation in the second half of next year, look for the Bank to cut the policy rate before 2023 is out.

GRAPH 10
Residential investment and inventories should lead real GDP 
lower
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GRAPH 11
More hikes to come but we’re getting close to the terminal rate

* End of period.
Sources: Bank of Canada and Desjardins, Economic Studies
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external demand, boosting exports even as imports pick up on 
rising domestic demand. And while the labour market is likely to 
lag the broader recovery in the Canadian economy somewhat, 
government transfers to households will underpin incomes and 
help to lessen the blow from a rising unemployment rate.

Of course, no forecast is without risks, and uncertainty continues 
to loom large over the outlook. Additional federal and provincial 
inflation-relief measures threaten to spur inflation further, 
particularly if they are poorly designed. This could complicate 
the Bank of Canada’s job significantly, potentially prompting 
additional interest rate increases and/or forcing it to keep rates 
higher for longer. Another notable risk for Canada is a more 
aggressive tack by the Federal Reserve in light of higher-than-
expected inflation data. And the war in Ukraine and Chinese 
real estate correction also lurk in the background. These 
considerations point to the risk that the mild Canadian recession 
that we expect as part of our baseline scenario turns out to be a 
more painful one.

Q1 Q2 Q3f Q4f Q1f Q2f 2020 2021 2022f 2023f

Real GDP (2012 $) 3.1 3.3 0.9 0.2 -0.8 -1.2 -5.2 4.5 3.2 0.0
Final consumption expenditure [of which:] 2.5 6.9 1.4 1.9 1.7 1.5 -4.5 5.1 4.3 1.9

Household consumption expenditure 2.6 9.7 1.3 1.7 1.1 1.0 -6.2 5.0 5.3 1.7
Governments consumption expenditure 2.5 0.0 1.3 2.3 3.2 2.6 0.0 5.8 1.8 2.3

Gross fixed capital formation [of which:] 6.4 -9.1 -5.9 -4.9 -4.3 -2.3 -2.8 7.1 -1.3 -3.8
Residential structures 7.3 -27.6 -17.1 -15.3 -13.7 -8.8 4.3 15.3 -10.2 -12.9
Non-residential structures 12.7 11.1 2.9 2.6 2.3 1.9 -10.0 -0.3 9.4 2.9
Machinery and equipment 2.5 19.3 4.1 3.0 1.9 2.2 -15.4 6.6 7.1 3.6
Intellectual property products -2.3 2.3 2.6 2.3 2.0 2.0 -3.3 0.6 -1.1 2.1
Governments gross fixed capital formation 4.5 -7.9 -3.3 0.1 1.4 2.1 6.2 4.4 0.7 0.2

Investment in inventories (2012 $B) 14.7 46.2 45.1 38.5 29.0 17.8 -18.7 -2.4 36.1 18.1
Exports -9.0 10.9 3.2 2.0 1.4 1.1 -9.7 1.4 2.2 2.4
Imports -1.5 28.8 -1.8 -1.8 -0.9 -0.2 -10.8 7.7 7.5 1.0
Final domestic demand 3.5 2.9 -0.4 0.3 0.3 0.6 -4.1 5.6 2.9 0.5

Other indicators
Nominal GDP 15.8 17.9 4.4 1.9 -0.1 0.2 -4.5 13.0 12.4 2.4
Real disposable personal income 13.9 -3.8 -0.4 0.8 0.1 3.0 8.2 0.3 0.4 0.5
Employment 3.2 3.9 -1.2 0.9 0.3 0.1 -5.1 4.8 3.6 0.6
Unemployment rate (%) 5.8 5.1 5.2 5.6 5.9 6.3 9.6 7.4 5.4 6.4

Housing starts1 (thousands of units) 244 272 265 211 186 171 217 271 248 177

Corporate profits*2 6.5 21.4 35.3 25.9 12.9 -5.5 -1.9 32.3 22.1 -4.5
Personal saving rate (%) 9.5 6.2 5.7 5.4 5.1 5.6 14.5 10.9 6.7 5.4
Total inflation rate* 5.8 7.5 7.1 6.4 5.2 2.8 0.7 3.4 6.7 3.2

Core inflation rate*3 4.0 5.1 5.3 5.2 4.6 3.2 1.1 2.3 4.9 3.2
Current account balance ($B) 2.7 2.7 1.6 0.4 -5.3 -8.0 -39.4 1.1 7.3 -33.8

f: forecasts; * Annual change; 1 Annualized basis; 2 Before taxes; 3 Excluding food and energy.
Sources: Datastream and Desjardins, Economic Studies

TABLE 4
Canada: Major economic indicators

QUARTERLY ANNUALIZED
VARIATION IN % (EXCEPT IF INDICATED)

ANNUAL AVERAGE2022 2023
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Faltering household confidence (graph 12) and rising interest 
rates are expected to soon moderate growth in consumer 
spending. The support measures announced by the federal 
government and other potential future initiatives at the provincial 
level should help households contend with the rising cost of 
living. Some will dip into their savings, as Quebecers’ especially 
high savings rate—about 15%—does give many households 
some leeway.

Although the labour market remains tight, successive job 
gains have given way to some hesitation since the spring. The 
unemployment rate remained extremely low in August at 4.5% 
but is still up from April’s record low of 3.9%. The economic 
slowdown will reduce demand for workers slightly and is 
expected to push the unemployment rate up to 6% within a 
year.

However, the deterioration of the labour market will be limited 
due to the acute worker shortage. Quebec’s job vacancy rate 
peaked in June at 6.7%, when there were 6 job seekers for every 
10 job openings. Wage growth has begun to plateau at around 
7%–8% in Quebec in the last few months, according to the year-
over-year change in average hourly wages (graph 13). Although 
wage growth is expected to slow, it will remain fairly strong over 
the coming quarters due to high inflation.

Higher mortgage rates have hit the housing market hard. 
Sales are down sharply, sellers have lost the upper hand, and 
bidding wars are becoming a thing of the past. In Quebec, the 
average price has fallen 4.1% from its April peak and prices are 
expected to tumble 15% to 20% by the end of next year. The 
most overheated markets will suffer the biggest corrections. In 
Greater Montreal, the average price has already dropped nearly 
10%, or $55,000, from its spring peak. In markets that saw less 
overbidding, prices are expected to stabilize after rising sharply 
in the past (see Spotlight on Housing). Rising interest rates will 
shrink Quebec’s housing sector further (graph 14 on page 11). 
In addition to the resale market, declines in new construction 
and renovation spending will also hobble the economy over the 
coming quarters.

The outlook for Quebec’s exports has darkened. Exports to 
Europe, which have been wobbly for several quarters already 
(graph 15 on page 11), are expected to decline as several 
countries fall into recession. Meanwhile, exports to Asia—mainly 
China—will be hampered by the economic difficulties there. This 
will have a major impact as Europe and Asia account for some 
25% of Quebec’s international exports. The deterioration of the 
US economy, which accounts for 70%, will also reduce demand 
at export companies. Finally, the recession that’s expected to hit 

Quebec
Signs of Economic Weakness Are Mounting

FORECASTS
Quebec’s economy has already slowed significantly after a period of stellar growth. The coming quarters will be challenging as the 
residential real estate market continues to cool and consumers and businesses tighten their purse strings due to soaring interest rates 
and high inflation. Global economic challenges will also impact exports and industry investment. Quebec’s economy is expected to be 
almost flat until mid-2023 and the province will walk a fine line between weak growth and a slight decline in real GDP.

GRAPH 12
Quebecers’ confidence is almost as low as during the peak of the 
pandemic in spring 2020

Sources: Conference Board of Canada and Desjardins, Economic Studies
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GRAPH 13
Wage growth seems to have peaked but is still higher in Quebec
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Canada early next year will also trigger a drop in exports to other 
provinces. International and domestic exports should then start 
to recover in the second half of 2023.

2019 2020 2021 2022f 2023f

Real GDP (2012 $) 2.8 -5.5 5.6 3.8 0.1
Final consumption expenditure [of which:] 2.2 -4.1 5.8 4.9 2.5

Household consumption expenditure 1.6 -6.1 5.8 5.9 2.8
Governments consumption expenditure 3.5 0.5 5.9 2.8 1.9

Gross fixed capital formation [of which:] 2.2 -2.9 5.6 -0.4 -4.0
Residential structures 3.7 3.1 12.7 -8.5 -11.3
Non-residential structures 10.2 -8.0 -3.8 8.3 -1.3
Machinery and equipment -1.0 -16.0 15.2 5.3 -2.4
Intellectual property products -1.4 -2.1 1.1 -7.4 -1.1
Governments gross fixed capital formation -2.3 -0.3 -0.5 7.5 2.9

Investment in inventories (2012 $M) 4,066 -5,328 1,432 8,725 5,250
Exports 2.7 -7.9 4.6 2.8 0.3
Imports 0.5 -8.5 8.8 4.0 2.4
Final domestic demand 2.2 -3.8 5.7 3.9 1.2

Other indicators
Nominal GDP 4.7 -2.4 12.5 11.9 2.8
Real disposable personal income 3.3 8.5 2.3 2.1 -0.9
Weekly earnings 3.5 7.9 2.9 4.3 4.1
Employment 2.0 -4.8 4.1 2.3 0.3
Unemployment rate (%) 5.1 8.9 6.1 4.4 5.5
Personal saving rate (%) 7.0 19.2 17.2 13.4 9.2
Retail sales 1.3 0.4 14.4 9.5 5.4

Housing starts1 (thousands of units) 48.0 53.4 67.8 60.0 47.0
Total inflation rate 2.1 0.8 3.8 6.7 3.3

TABLE 5
Quebec: Major economic indicators

ANNUAL AVERAGE IN % (EXCEPT IF INDICATED)

f: forecasts; 1 Annualized basis.
Sources: Statistics Canada, Institut de la statistique du Québec, Canada Mortgage and Housing Corporation and Desjardins, Economic Studies

GRAPH 14
Residential investment will be a drag on Quebec’s real GDP 
growth

Sources: Institut de la statistique du Québec and Desjardins, Economic Studies
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GRAPH 15
Quebec’s exports to Europe and Asia are already sluggish, and 
exports to the US are losing momentum

Sources: Institut de la statistique du Québec and Desjardins, Economic Studies
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We expect Alberta to see strong growth this year. Crude 
production is hovering near record highs, while drilling activity 
is at its highest levels since before the last pre-pandemic 
commodity price correction in 2015. Though we do not 
anticipate a return to the pre-shale-revolution boom, we do see 
solid growth through 2023 for oil production, investment, and 
exports in Wild Rose Country this year and next. Outside the oil 
patch, manufacturing is benefiting from a weak Canadian dollar 
as projects in the petrochemicals and renewable energy sector 
proceed. Home to one of the most affordable housing markets in 
the country (graph 16), Alberta has also seen a surge in migration 
from other provinces.

Yet we foresee the strongest gains is Saskatchewan, the most 
diversified commodity producer in Canada. Most importantly, 
the first stage of the CAD 7.5 billion Jansen potash mine will 
add handsomely to capital investment for the next six years. And 
with a massive revenue windfall now filling government coffers, 
Saskatchewan will send CAD 500 to every adult resident this 
year. Although inflationary, this measure could juice consumer 
outlays.

Like Saskatchewan, we expect Manitoba’s economy to bounce 
back strongly this year as agricultural production normalizes. Less 
exposed to the real estate sector, it should also skirt the worst 
effects of the housing downturn. The key food manufacturing 
sector will gain as the world’s largest pea processing plant in 
Portage la Prairie reaches full production capacity this year.

British Columbia’s (BC) economy is at the intersection of multiple, 
counteracting forces. On the one hand, sales and prices in 
its still-highly-unaffordable housing market have contracted 
particularly sharply to begin 2022. On the other, strong prices 
for staple industrial and precious metals and natural gas should 
provide an offset over the next two years, even as forest product 
values weaken in response to a cooling housing market. What 
ultimately drives our (relatively) upbeat forecast is the multi-
billion-dollar LNG Canada natural gas export terminal project, 
which should support the economic expansion over the forecast 
horizon.

ONTARIO

With a housing market downturn expected to progress 
through 2023, we anticipate that Ontario will witness one of the 
most pronounced slowdowns. It has already seen some of the 
deepest contractions in housing activity of any jurisdiction, which 
may already have filtered into the broader provincial economy, 
where employment has dropped for three straight months. The 
risk of more spillover remains: finance and insurance made up 
11% of output in 2021—nearly twice the share in any other 
province—and should feel the pinch from diminished housing 
transactions and sale prices (graph 17 on page 13).

More optimistically, production in Canada’s automotive sector—
headquartered in Southern Ontario—is poised for a rebound 
after being hit hard by COVID-19 lockdowns in 2020 and global 
semiconductor shortages last year. Longer-term, government 
investments in electric vehicle production capacity should buoy 
the industry.

Ontario and Other Provinces
Commodity Producers Will Avoid Worst of Canadian Economic Downturn

FORECASTS
Just as at the national level, no province will be immune to the dampening effects of rising interest rates, elevated inflation, rapidly 
correcting housing markets, and a deteriorating global expansion over the next two years. Ontario, BC, and the Maritimes appear 
most exposed to the housing downturn. By contrast, commodity producers should get a boost from higher incomes and nominal 
export values, even as oil prices moderate as we near 2024. Major projects—particularly in BC and Saskatchewan—and oil and auto 
production rebounds offer modest offsets against a downcast economic backdrop.

GRAPH 16
Alberta housing cheaper than in PEI, Nova Scotia

* 2021 disposable income figures based on quarterly household economic accounts data.
Sources: Statistics Canada and Desjardins, Economic Studies
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ATLANTIC PROVINCES

In Prince Edward Island, Nova Scotia and New Brunswick, we 
also expect a significant economic slowdown. These provinces—
especially Nova Scotia—are vulnerable to a housing downturn. 
We also expect interprovincial in-migration to ease from recent 
records as remote work becomes less practical.

Newfoundland and Labrador’s expansion should accelerate as oil 
and gas production—responsible for more than one-third of its 
economy—picks up following restart of the Terra Nova offshore 
oil field later this year. The West White Rose offshore oilfield 
extension project is expected to resume in 2023.

2019 2020 2021 2022f 2023f

Real GDP (2012 $) 2.0 -5.1 4.3 2.9 -0.1
Final consumption expenditure [of which:] 1.5 -5.8 4.7 4.0 1.0

Household consumption expenditure 1.6 -7.8 4.0 5.0 1.3
Governments consumption expenditure 1.0 -0.2 6.5 1.6 0.3

Gross fixed capital formation [of which:] -0.7 1.3 10.3 -3.5 -5.2
Residential structures 0.3 6.8 15.1 -11.2 -12.9
Non-residential structures 1.4 -0.1 4.2 5.7 -1.3
Machinery and equipment -0.5 -12.6 12.6 1.8 -0.7
Intellectual property products -2.4 1.0 7.4 -2.0 -0.4
Governments gross fixed capital formation -3.9 3.1 5.7 1.3 -0.4

Investment in inventories (2012 $M) 8,789 -5,876 1,933 11,457 7,300
Exports 2.3 -7.3 1.1 4.2 2.9
Imports 0.6 -8.9 6.0 5.3 1.3
Final domestic demand 1.0 -4.3 5.9 2.4 -0.2

Other indicators
Nominal GDP 3.7 -2.8 11.9 10.8 2.1
Real disposable personal income 3.2 9.5 0.4 -1.5 0.1
Weekly earnings 3.5 7.9 1.6 3.6 3.0
Employment 2.8 -4.7 4.9 4.4 0.6
Unemployment rate (%) 5.6 9.5 8.0 5.8 6.8
Personal saving rate (%) 0.0 15.1 12.7 6.7 4.3
Retail sales 2.5 -3.5 9.3 14.8 2.2

Housing starts1 (thousands of units) 69.0 81.3 99.6 83.9 57.5
Total inflation rate* 1.9 0.6 3.5 6.8 3.1

TABLE 6
Ontario: Major economic indicators

ANNUAL AVERAGE IN % (EXCEPT IF INDICATED)

f: forecasts; * Annual change; 1 Annualized basis.
Sources: Statistics Canada, Ontario's Ministry of Finance, Canada Mortgage and Housing Corporation and Desjardins, Economic Studies

GRAPH 17
Ontario financial sector vulnerable to housing spillovers

Sources: Statistics Canada and Desjardins, Economic Studies
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2019 2020 2021 2022f 2023f

Real GDP growth – Canada 1.9 -5.2 4.5 3.2 0.0
Atlantic 2.7 -3.5 3.8 1.6 0.1
Quebec 2.8 -5.5 5.6 3.8 0.1
Ontario 2.0 -5.1 4.3 2.9 -0.1
Manitoba 0.4 -4.6 0.9 2.3 0.2
Saskatchewan -1.1 -4.9 -0.3 4.4 0.5
Alberta -0.1 -7.9 4.8 4.3 0.5
British Columbia 3.1 -3.4 5.7 3.0 0.0

Total inflation rate – Canada 1.9 0.7 3.4 6.7 3.2
Atlantic 1.4 0.2 3.9 7.3 3.2
Quebec 2.1 0.8 3.8 6.7 3.3
Ontario 1.9 0.6 3.5 6.8 3.1
Manitoba 2.3 0.5 3.2 7.6 3.4
Saskatchewan 1.7 0.6 2.6 6.6 3.3
Alberta 1.7 1.1 3.2 6.4 3.2
British Columbia 2.3 0.8 2.8 6.7 3.2

Employment growth – Canada 2.2 -5.1 4.8 3.6 0.6
Atlantic 1.7 -4.1 3.9 3.0 0.6
Quebec 2.0 -4.8 4.1 2.3 0.3
Ontario 2.8 -4.7 4.9 4.4 0.6
Manitoba 1.1 -3.7 3.5 2.2 0.5
Saskatchewan 1.7 -4.6 2.6 3.4 1.0
Alberta 0.6 -6.5 5.2 5.0 1.0
British Columbia 2.9 -6.5 6.6 3.0 0.7

Unemployment rate – Canada 5.7 9.6 7.4 5.4 6.4
Atlantic 8.7 10.8 9.6 8.0 8.5
Quebec 5.1 8.9 6.1 4.4 5.5
Ontario 5.6 9.5 8.0 5.8 6.8
Manitoba 5.4 8.0 6.4 4.8 5.4
Saskatchewan 5.6 8.3 6.5 5.0 5.8
Alberta 7.0 11.5 8.6 5.5 6.2
British Columbia 4.7 9.0 6.5 5.1 6.0

Retail sales growth – Canada 1.4 -1.3 11.8 9.5 3.1
Atlantic 1.9 0.0 14.1 7.0 2.3
Quebec 1.3 0.4 14.4 9.5 5.4
Ontario 2.5 -3.5 9.3 14.8 2.2
Manitoba 0.6 -0.3 13.3 7.7 3.2
Saskatchewan 1.1 0.3 14.6 6.8 4.6
Alberta -0.5 -2.1 11.5 6.1 4.7
British Columbia 0.6 1.2 12.6 3.6 3.0

Housing starts – Canada (thousands of units) 208.7 216.7 271.2 248.3 177.0
Atlantic 10.1 10.3 12.1 13.1 9.1
Quebec 48.0 53.4 67.8 60.0 47.0
Ontario 69.0 81.3 99.6 83.9 57.5
Manitoba 6.9 7.3 8.0 7.5 5.0
Saskatchewan 2.4 3.1 4.2 4.4 3.0
Alberta 27.3 24.0 31.9 35.5 25.5
British Columbia 44.9 37.7 47.6 43.8 30.0

TABLE 7
Canada: Major economic indicators by province

ANNUAL AVERAGE IN % (EXCEPT IF INDICATED)

f: forecasts
Sources: Statistics Canada, Institut de la statistique du Québec, Ontario's Ministry of Finance, Canada Mortgage and Housing Corporation
and Desjardins, Economic Studies
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Fighting high inflation negatively impacts our short-term 
economic forecasts. However, it’s important to remember that 
this is the best scenario for the medium and long term. Nobody 
wins if high inflation becomes entrenched, which would cause 
economic growth and employment to stall for longer. Inflation 
is expected to cool in our base case scenario, and the economy 
should be more favourable in 2024 and beyond. However, other 
major challenges—such as the aging population and fighting 
climate change—still lie ahead.

The Importance of Low, Stable Inflation
Low, stable inflation supports the economy in many ways. First, 
it helps consumer spending by protecting the purchasing power 
of people whose incomes don’t rise at the same pace as prices. 
It fuels investment too if there’s less uncertainty about future 
price trends. Interest rates also tend to be lower when they aren’t 
pricing in an inflation risk premium.

Another more subtle benefit of low inflation is that it helps 
keep inflation expectations low. This means that businesses 
and households won’t react as quickly to short-term price 
fluctuations, which reduces the risk of an inflationary spiral. 
Central banks are also less likely to act strongly if inflation 
expectations are in check.

Back to Lower Interest Rates in 2024
If inflation drops as expected in 2023, several central banks will 
be able to cut their key rates again. In that case, we could see 
Canada’s overnight rate back at 2.00% in 2024. Meanwhile, 
south of the border, the upper bound of the US federal funds 
rate could return to around 2.50%. At these levels, interest 
rates would have much less of a chokehold on the economy 
and growth would likely pick up. If that happens, we would also 
expect to see a rebound in the housing market.

A New Cycle Will Bring Its Own Challenges
Interest rates are still expected to be higher over the coming 
years than what we’ve been used to over the last decade. A 
certain number of structural changes could make inflation a bit 
more difficult to control. Rising geopolitical tension may reverse 
some of the gains we’ve experienced since globalization began in 
the 1990s. It may be more difficult to procure low-cost products 
than in previous decades.

The energy transition is essential, but it could also make it 
more difficult to achieve inflation target. It will require huge 
investments that are likely to have a positive impact on economic 
growth, but could also generate inflationary pressure. This would 
be especially problematic if the transition happens more quickly 

than current production capacity and resources can handle. On 
the other hand, additional costs related to climate change could 
arise if the transition lags.

Finally, the shortage of workers is likely to persist for several 
years in many economies amid demographic changes, and 
that could maintain some inflationary pressures. Quebec 
will be particularly affected by this issue, as the population 
ages 15 to 64 is expected to decline over the coming years 
(graph 18). Immigration and encouraging older workers to 
remain in the workforce for longer could be part of the solution, 
but businesses and governments will also have to find ways to 
boost productivity.

Medium-Term Issues and Forecasts
Fighting Inflation Now Will Support the Economy in the Medium and Long Term

GRAPH 18
Weak growth in Quebec’s labour pool means the market will 
remain tight until at least 2030

Sources: Institut de la statistique du Québec and Desjardins, Economic Studies
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2020 2021 2022f 2023f 2024f 2025f 2026f 2017–2021 2022–2026f

United States
Real GDP (var. in %) -3.4 5.7 1.6 0.1 1.8 1.5 1.7 1.9 1.3
Total inflation rate (var. in %) 1.2 4.7 8.0 3.5 2.4 2.2 2.0 2.5 3.6
Unemployment rate 8.1 5.4 3.7 4.9 4.9 4.8 4.8 5.1 4.6

S&P 500 index (var. in %)1 16.3 26.9 -22.4 4.1 5.0 3.5 3.5 17.0 -1.3
Federal funds rate 0.54 0.25 1.80 4.00 2.90 2.50 2.50 1.21 2.74
Prime rate 3.54 3.25 4.80 7.00 5.90 5.50 5.50 4.21 5.74
Treasury bills – 3-month 0.37 0.05 1.85 3.85 2.75 2.35 2.35 1.09 2.63
Federal bonds – 10-year 0.89 1.43 2.70 2.95 2.65 2.65 2.65 1.94 2.72
Federal bonds – 30-year 1.56 2.05 2.90 3.10 2.85 2.85 2.85 2.44 2.91
WTI oil (US$/barrel) 39 68 97 82 83 81 80 56 85
Gold (US$/ounce) 1,771 1,800 1,745 1,665 1,600 1,600 1,600 1,499 1,642

Canada
Real GDP (var. in %) -5.2 4.5 3.2 0.0 1.6 2.1 1.7 1.4 1.7
Total inflation rate (var. in %) 0.7 3.4 6.7 3.2 2.1 2.0 2.0 2.0 3.2
Employment (var. in %) -5.1 4.8 3.6 0.6 1.4 1.7 1.6 1.1 1.8
Employment (thousands) -974 867 677 113 277 334 328 191 346
Unemployment rate 9.6 7.4 5.4 6.4 6.5 6.3 6.1 7.0 6.2
Housing starts (thousands of units) 217 271 248 177 161 181 213 226 196

S&P/TSX index (var. in %)1 2.2 21.7 -12.8 3.8 5.0 3.0 3.0 7.5 0.4
Exchange rate (US$/C$) 0.75 0.80 0.76 0.74 0.76 0.77 0.77 0.77 0.76
Overnight funds 0.56 0.25 1.85 3.70 2.35 2.00 2.00 0.93 2.38
Prime rate 2.75 2.45 4.05 5.90 4.55 4.20 4.20 3.13 4.58
Mortgage rate – 1-year 3.25 2.80 4.30 5.70 4.50 4.20 4.20 3.26 4.58
Mortgage rate – 5-year 4.95 4.79 5.80 7.15 5.95 5.65 5.65 5.01 6.04
Treasury bills – 3-month 0.44 0.11 2.10 3.60 2.40 2.00 1.95 0.85 2.41
Federal bonds – 2-year 0.51 0.48 2.75 3.10 2.25 2.00 2.00 1.13 2.42
Federal bonds – 5-year 0.60 0.95 2.70 2.95 2.25 2.10 2.10 1.32 2.42
Federal bonds – 10-year 0.75 1.36 2.70 2.80 2.25 2.20 2.20 1.55 2.43
Federal bonds – 30-year 1.21 1.85 2.75 2.95 2.35 2.20 2.20 1.90 2.49
Yield spreads (Canada—United States)
Treasury bills – 3-month 0.07 0.06 0.25 -0.25 -0.35 -0.35 -0.40 -0.24 -0.22
Federal bonds – 10-year -0.14 -0.07 0.00 -0.15 -0.40 -0.45 -0.45 -0.39 -0.29
Federal bonds – 30-year -0.35 -0.20 -0.15 -0.15 -0.50 -0.65 -0.65 -0.54 -0.42

Quebec
Real GDP (var. in %) -5.5 5.6 3.8 0.1 1.3 1.8 1.5 1.9 1.7
Total inflation rate (var. in %) 0.8 3.8 6.7 3.3 2.0 1.9 1.9 1.9 3.2
Employment (var. in %) -4.8 4.1 2.3 0.3 1.2 1.4 1.1 1.1 1.3
Employment (thousands) -209 169 100 15 55 60 50 24 56
Unemployment rate 8.9 6.1 4.4 5.5 5.4 4.8 4.6 6.3 5.0
Retail sales (var. in %) 0.4 14.4 9.5 5.4 3.2 3.5 3.5 5.1 5.0
Housing starts (thousands of units) 53 68 60 47 45 51 52 53 51

Ontario
Real GDP (var. in %) -5.1 4.3 2.9 -0.1 1.5 2.1 1.9 1.5 1.7
Total inflation rate (var. in %) 0.6 3.5 6.8 3.1 2.0 2.1 2.0 2.0 3.2
Employment (var. in %) -4.7 4.9 4.4 0.6 1.4 1.6 1.3 1.3 1.9
Employment (thousands) -349 343 322 49 108 126 104 89 142
Unemployment rate 9.5 8.0 5.8 6.8 6.8 6.6 6.5 7.0 6.5
Retail sales (var. in %) -3.5 9.3 14.8 2.2 3.4 3.8 3.7 4.0 5.6
Housing starts (thousands of units) 81 100 84 58 51 64 75 81 66

f: forecasts; WTI: West Texas Intermediate; 1 Variations are based on observation of the end of period.
Sources: Datastream, Statistics Canada, Institut de la statistique du Québec, Ontario's Ministry of Finance, Canada Mortgage and Housing Corporation
and Desjardins, Economic Studies

TABLE 8
Major medium-term economic and financial indicators

IN % (EXCEPT IF INDICATED)

ANNUAL AVERAGE AVERAGES


