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The Chaire en macroéconomie et prévisions (CMP) aims to facilitate exchanges between academic circles
and various economic institutions in Quebec and Canada on issues related to their aggregate economic
performance. This is achieved by providing a representative and forward-looking picture of their economic
evolution. Our analyses are designed to meet the diverse needs of economic stakeholders by fostering syner-
gies, leveraging cutting-edge research in macroeconomics and forecasting, and effectively communicating
their implications.

This document presents our short- and medium-term macroeconomic projections and outlooks for Canada
and Quebec. Our approach relies on a variety of forecasting exercises that cover a wide range of key
economic indicators.

The forecasts reported in the tables below were generated using a variety of statistical mo-
dels. Unlike most economic forecasts commonly published by other organizations, including
various financial institutions, the forecasts reported here are solely based on statistical asso-
ciations extracted from historical data. These associations leverage the informational content
of the data using a set of modern econometric tools.

As such, geopolitical developments, both domestic and international, including fiscal, mo-
netary, or trade policies that might be implemented by the new U.S. administration and
initiatives adopted by the new U.S. Congress, could lead to potential differences between the
expected and observed trajectories of the reported economic variables.

This edition of the Macroscope integrates 37 predictive models. These models include stan-
dard regressions, regularization models, and machine learning techniques applied to a vast
dataset of macroeconomic indicators!.

We present the median of our models’ forecasts to limit the impact of outliers. The dispersion
of the forecasts is also indicated by the 10" and 90*" percentiles, thereby providing a measure
of uncertainty without constituting a confidence interval. High dispersion suggests a greater
diversity of possible futures, reflecting increased uncertainty. Additionally, the asymmetry of
the distribution around the median (50 percentile) helps to understand the “direction” of
this uncertainty. In this edition, short-term forecasts span the next 9 quarters, while medium-
term annual forecasts cover the period from 2024 to 2028 inclusively. Finally, compared to
previous editions, we add distinct forecasts for two new variables for Canada and Québec :
nominal GDP and year-over-year changes in the GDP deflator.

Looking back at the data and forecasts published in October for Q3 2024

Recent data revisions by Statistics Canada have led to adjustments for the second quarter
of 2024. In Canada, the growth rates of real GDP and real investment were slightly revised
upward, while the growth rate of real consumption was revised downward. In Québec, the
revisions indicate a decrease in the growth rates of real GDP and real consumption, but an
increase in the growth rate of real investment.

1. This dataset can be accessed here.


https://chairemacro.esg.uqam.ca/donnees/base-de-donnees-canadiennes/

For the third quarter of 2024, the data reveal that Canadian growth rates for real GDP, head-
line inflation, and core inflation fall outside the prediction intervals of our models. Headline
inflation showed a marked slowdown, dropping from 2.74% in the second quarter to 2.04%,
a decrease of 0.7 percentage points. Core inflation also declined, by 0.33 percentage points.
Regarding unemployment, although the median forecast underestimated the observed va-
lue, the prediction interval-—skewed towards higher levels—anticipated a possible increase,
which was confirmed. In the housing sector, a notable annualized decline in housing starts
was recorded, though it remains within the prediction intervals of our models.

In Québec, third-quarter data show stronger-than-expected performances in real GDP and
real consumption, despite downward revisions for the previous quarter. Similar to Canada,
inflation rates declined significantly between the second and third quarters, reaching 1.68%
for headline inflation and 2.25% for core inflation. Employment grew by 0.21%, a result be-
low the median forecast of 0.73%. Meanwhile, the unemployment rate saw a sharp increase,
reaching 5.63%. Finally, housing starts recorded a steep annualized decline of approximately
20% compared to the previous quarter, placing them below the 10" percentile of the predic-
tion intervals.

Production, Consumption, and Investment

The median forecasts for the annualized growth rate of real GDP in Canada for the upcoming
quarters have been revised upward since our last update, remaining above 1.50% except in
the first quarter of 2025. Notably, only positive growth rates now appear within the un-
certainty interval, except for the second quarter of 2025. (In the previous October edition,
the 10th percentile bounds of the models were negative for all quarters of 2025). Regarding
annual projections, the growth rate is expected to continue strengthening, stabilizing above
2% starting in 2026. Of course, these forecasts do not account for the risks associated with
the implementation of tariffs proposed by President Trump.

Our forecasts for real consumption continue to indicate annual growth exceeding 2.00%.
Following a sharp contraction in private investment in 2023, a slow recovery is anticipated,
with a return to positive growth rates expected by mid-2025. Compared to the previous up-
date, the return of median growth forecasts to positive territory has been delayed by three
quarters. However, these projections do not fully account for the potential economic chal-
lenges posed by the trade and monetary dynamics of our main economic partner to the south.

Québec’s real GDP is expected to exhibit relatively stable growth, exceeding 1.50%. Accor-
ding to our forecasts and uncertainty intervals, Québec’s economic growth is projected to
be more robust than Canada’s, displaying less fluctuation, although Canada is expected to
surpass Québec starting in 2026. Regarding real consumption, Québec’s growth rate should
remain above 2.00%, though slightly below the Canadian average. Finally, after starting the
year in negative territory, real investment in Québec is expected to turn positive by the
fourth quarter of 2024, followed by a rebound that would keep growth rates between 1.79%
and 1.98% from the second half of 2025 through 2026.



Inflation and Exchange Rates

Our new projections for Canada’s headline and core inflation rates have been revised down-
ward compared to those in October. Following recent observations, headline inflation has
reached the target level of approximately 2%. Our forecasts reflect this development and
remain close to the target in the short term. However, a slight uptick is anticipated, peaking
at 2.48% in the third quarter of 2026. As for core inflation, it is expected to continue conver-
ging toward the 2% target. Conversely, the GDP deflator demonstrates greater persistence,
remaining above an annual value of 2.4% until 2028. In Québec, similar dynamics to those
in Canada are observed, albeit with slightly lower price growth levels.

For both Canada and Québec, the rightward asymmetry in the uncertainty intervals for in-
flation rates indicates that inflationary pressures persist in the economic environment. While
a marked decline was recorded in the last quarter—as is often the case with year-over-year
variations—a rebound cannot be ruled out. Stabilizing the forecasts from the portfolio of sta-
tistical models and reducing their dispersion will require several consecutive quarters with
values similar to those observed in Q3 2024.

Regarding the exchange rate, the depreciation of the Canadian dollar observed in the fourth
quarter of 2024 is not reflected in the medium- and long-term median forecasts, as our quar-
terly models have not yet incorporated these recent data. Moreover, our statistical models
had not anticipated such a depreciation of the Canadian dollar. On one hand, the depre-
ciation may primarily result from political uncertainty with Canada’s main trading partner
following the re-election of President Trump and the policies he has announced. Additionally,
the growing divergence between the monetary policies of the two countries could further ac-
centuate this trend. Prolonged depreciation of the Canadian dollar could exert inflationary
pressures on imported goods, such as food and other key components. However, this situa-
tion could, to some extent and temporarily, enhance the competitiveness of Canadian exports.

The Labour Market

Current projections indicate that the growth of Canada’s labor force will continue to outpace
employment growth in the coming quarters, a trend expected to persist until 2026. However,
the median forecasts from the models suggest a slowdown followed by some stabilization in
their growth rates. By the last quarter of 2026, the employment growth rate is anticipated
to be 1.30%, while the labor force growth rate would reach 1.24%. Simultaneously, a slight
increase in the median unemployment rate forecast is expected, peaking at 6.67% in the se-
cond quarter of 2025 before gradually declining to 6.22% by 2028. Nonetheless, uncertainty
remains, as reflected in the rightward skew of the prediction intervals, with the 90th percen-
tile of the models projecting an unemployment rate as high as 8.62% in 2028.

In Québec, employment growth is expected to remain below 1.00% until the second half of
2025, after which it will experience a slight acceleration in subsequent years. Meanwhile,
labor force growth is projected to slow, dropping below the 1.00% mark starting in the se-
cond quarter of 2025 and remaining at this level through 2028. This deceleration would allow
employment growth to surpass labor force growth, thereby easing pressure on the unemploy-
ment rate. Québec’s unemployment rate is projected to remain relatively stable until 2025,



followed by a slight decrease. However, as with Canada, the rightward skew in uncertainty
intervals indicates potential risks of an increase in the unemployment rate.

Regarding wage pressures, the composite wage indicator developed by the Chair, based
on various data sources compiled by Statistics Canada, indicates relative stability in wage
growth compared to the past three quarters.? For the fourth quarter of 2024, wage growth
is estimated at 3.70% in Québec and 3.52% in Canada. In real terms, the estimates for 2024
stand at 1.10% for Canada and 1.23% for Québec, up from the June projections of 0.88%
and 0.79%, respectively.

The Housing Sector

The median forecasts for the growth of new housing prices have remained almost unchanged
from those published last quarter, reflecting stability in the underlying explanatory factors.
However, housing starts in both Canada and Québec experienced a sharp decline during the
last quarter, significantly influencing our projections. Indeed, a random walk model appears
to be the most suitable approach to describe this dynamic, given the marked persistence
observed in the data. Considering the importance of new housing construction and housing
affordability in current political debates, our forecasts show no signs of recovery or increase
in housing starts without government incentives or interventions. On the contrary, the num-
ber of housing starts in Canada is expected to remain around 238,000 units through the end
of 2026. For Québec, our estimates forecast approximately 42,170 housing starts in the last
quarter of 2024, with a decrease to 39,000 units by the end of 2026.

The uncertainty intervals highlight the relationship between housing starts and new hou-
sing prices. In Canada, the distribution of forecasts for housing starts is left-skewed, with
the 10" percentile projecting approximately 202,000 units in 2028 (15,000 fewer units than
in the previous update). Conversely, the distribution of new housing price growth is right-
skewed, with the 90" percentile indicating growth rates exceeding 3.29%. For Québec, a
similar asymmetry is observed : the 10" percentile for housing starts stands at 32,000 units
in 2028 (10,000 fewer than in the last Macroscope), while the distribution of new housing
price growth is right-skewed, with growth rates reaching 6.59% according to the 90" percen-
tile in 2028 (1.04% higher than in the October edition of the Macroscope).

2. See the Labor Market section on the Chair’s website.


https://chairemacro.esg.uqam.ca/evolution-des-salaires-au-quebec/
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Quarterly horizons Annual horizons
Realized Forecast Realized Forecast
2024 Q2 2024 Q3 2024Q4 2025Q1  2025Q2  2025Q3 2025 Q4 2026 QL 2026 Q2 2026 Q3 2026 Q4 2023 2024 2025 2026 2027 2028
Canada
Real GDP . » 1.56 1.23 1.52 1.69 1.98 2.03 2.02 2.27 217 ‘ 1.22 1.61 2.12 2.23 2.30
09 49 (0.52.2.08]  [0.102.23] [0.16.2.24] [0.14227]  [0.142.41]  [0.832.70]  [L11.2.44]  [144274]  [1.22.2.50] 153 [0.96.1.36]  [0.062.29] [1.15.2.60] [1.07.2.66]  [1.79.2.84]
Nominal GDP 131 122 4.04 417 441 455 454 163 463 462 509 146 429 4.61 163 479
5.11 3 [3.204.67] [2204.67) [2.53.4.67 [3.255.34] [2.945.04] [3.56.6.06] [4115.56]  [419.558]  [4.04,5.17] 9 [423457)  [273.4.93] [3.985.50] [4045.86]  [4.57.6.57]
Real Consumption . 9o 2.27 2.19 2.22 231 2.34 2.35 2.33 2.32 2.29 X 2.03 2.26 2.32 2.28 2.37
88 27 [1.75.2.69] [1.402.67 [1.362.57] [1.67.2.62] [0.67.2.45] [L77.2.76] [1.322.52]  [1.58,2.45]  [1.39,2.43] 1.96 [1902.13]  [1.28.2.58 [1.52.2.54] [0.57.2.42]  [1.64.2.65]
Real Investment 4 —0.21 —0.12 —0.02 0.71 1.93 1.87 2.29 2.01 2.12 —0.75 0.62 2.07 2.33 2.73
-110 0.9 [2.01,064] [-3.78.1.12] [2502.02] [2.762.62] [1.98.2.52] [0.462.63 [0.39.3.49] [0.87,4.69] [1.10,4.16] -1.59 [1.20,-054] [-2.76.2.07] [-0.71,3.75] [-1.13.2.83]  [1.27.5.58]
GDP Deflator . 251 2.37 2.50 251 2.49 2.52 2.56 223 2.37 3.17 247 2.42 244 246
3.94 2.75 (219326 [1.783.71]  [L77.3.56] [2.17.4.39] [1.97,3.47]  [2.24,3.63] [210,3.19] [2.13,3.68]  [2.33,3.36] 1.37 [3.09,3.35]  [1.92,3.78]  [2.20,3.47]  [2.08,3.09]  [2.30,4.19]
Overall Inflation Rate , 2.02 2.09 227 2.36 2.36 2.35 2.33 2.48 2.30 241 227 2.37 221 2.13
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USD/CAD Exchange Rate ) 1.36 1.36 1.37 1.37 1.37 1.37 1.37 1.37 1.37 1.36 1.37 1.37 1.38 1.38
137 1.36 [1.36,1.37)  [1.36,1.38]  [1.36,1.38]  [1.34,1.38] [1.35,1.39] [1.34,1.39] [L341.39] [L34,1.40]  [1.35,1.41] 1.35 [1.36,1.36]  [1.351.38] [1.34,1.40] [1.331.41]  [L.24,1.42]
Employment X X 1.46 1.16 1.05 1.29 1.25 1.29 1.31 1.30 1.30 . 1.66 1.19 1.30 1.31 1.52
1.86 1.61 [0.981.98]  [0.22,1.68] [0.09.1.47]  [0.08,1.46] [-0.40,147] [0.09.2.48]  [0.17.1.42]  [0.45,1.49]  [0.48,1.47] 241 [1.54,1.79]  [0.00,1.52]  [0.30,1.72]  [0.29.1.74]  [1.33,2.53]
Labour Force - 5 65 2.26 2.08 1.37 1.31 1.33 1.33 1.28 1.30 1.24 056 2.61 1.52 1.29 1.19 1.30
9 65 [2.082.45]  [1.882.21]  [1.19,1.60] [1.07.1.51]  [1.31,1.48] [L341.85] [1.281.74] [1.311.71]  [1.19,1.46] 56 [2.57.2.66]  [1.36,1.70] [1.28.1.69]  [0.92,1.26]  [1.40,1.40]
Unemployment Rate (%) - . 6.52 6.60 6.67 6.65 6.60 6.52 6.52 6.48 6.45 -_ 6.28 6.63 6.49 6.38 6.22
6.23 6.50 [6.406.71]  [6.40,7.07]  [6.37.7.36] [6.28.7.50]  [6.08,7.55]  [5.99,7.59]  [5.93,7.58]  [5.82.7.54]  [5.74.7.50] 5. [625.6.33]  [6.287.37] [5.87.7.55 [5.69.8.59]  [5.59.8.62]
. ol
Salaires-composite 3.37 3.70 3.59¢ 3.41 3.35%
- -~
Real Salaires-composite 0.94 145 055 110"
New Housing Prices " " 0.47 0.83 1.35 178 2.24 2.37 277 2.85 2.92 0 ~0.01 155 273 2.69 2.32
-0. 0. [011,0.72] [-0.34,1.25] [0.17.2.36] [0.22.2.37]  [0.80,3.14] [1.60.3.43] [2.063.76] [2.22,4.57]  [2.16.4.34] 0. [015005  [0.15228] [2.034.02] [1.934.12]  [1.19.3.29]
Housing Starts? (x1000) 01001 2 237.11 236.81 237.79 240.08 238.48 240.46 239.49 239.29 237.93 01166 242.56 238.29 239.29 238.94 241.62
9.9 37.79 [232,242] [222,243] [221,252] (208 ,258]  [210,258]  [210,264] [207,263]  [206,263]  [201 , 259] 66 [241,244]  [215,253] [206,262]  [201,256]  [202 , 255]
Québec
Real GDP 1.64 151 1.58 1.74 1.86 1.90 1.91 1.90 1.84 115 1.67 1.89 1.91 2.03
L1l 1.67 [0.83,2.05]  [0.42,2.25]  [0.49.2.10]  [0.73.2.04]  [0.66,2.16]  [1.01,2.44] [L042.13]  [0.87,2.12]  [0.96,2.14] 0.64 [0.951.26]  [0.57.2.14]  [0.97.2.21]  [0.70,2.26]  [1.63,2.45]
Nominal GDP . 473 4.27 405 412 410 415 415 414 417 5.15 414 415 415 429
5.11 5.21 [4.175.31]  [3.55,5.08]  [3.26454]  [3.17.5.05] [3.194.41] [3.605.21] [3.89.4.73]  [3.83,5.18]  [3.68,5.34] 5.03 [5.01,5.30]  [3.20.4.77]  [3.77.5.11]  [3.53,5.43]  [4.03,5.30]
Real Consumption 2.27 2.15 2.16 2.06 2.07 2.10 2.06 2.06 2.02 2.03 211 2.06 2.06 2.12
1.87 2.62 [1.76,2.95]  [1.45,2.62]  [1.46.256] [1.80.2.54]  [1.52,2.92]  [1.93,3.04] [L77.2.66] [L.74,2.50]  [1.76,2.37] 0.73 [1.90,2.10]  [L56,2.66] [1.80,2.65]  [0.61,2.34]  [1.68,2.46]
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-0.32 -0.86 [1.23,0.82] [-1.16,1.32] [-0.68.2.21] [0.152.92]  [0.53.2.43]  [0.23,2.30] [0.16,2.17] [0.61,2.26] [1.44,2.14] -3.63 [-0.55.-0.04]  [-0.20.2.22] [-0.49,2.22] [-0.90,2.52]  [-1.47,2.88]
GDP Deflator 3.01 2.88 245 2.30 2.13 2.24 2.17 2.18 2.19 . 3.95 2.44 2.19 2.22 2.03
4.00 3.46 [2.72,3.47]  [2.29.3.45]  [1.99.3.52]  [1.94,3.47]  [1.79.2.82]  [1.88,3.58]  [1.88,3.00]  [1.88,3.32]  [2.23,3.22] 4.38 [3.88,4.06]  [2.00,3.31] [1.97,3.28]  [1.97,3.75]  [2.08,2.99]
Overall Inflation Rate ; 1.67 1.75 2.08 2.29 2.26 2.24 2.26 2.16 2.17 . 2.36 2.09 221 2.09 2.02
2.74 1.68 [1.33,2.52]  [1.30,2.86] [1.48.2.97] [1.81,3.65] [1.87,3.89] [1.83,3.94] [1.79,3.88] [1.81,3.64]  [1.78,3.68] 4.50 [2.282.58]  [1.62,3.34] [1.80,3.78]  [1.76,2.86]  [1.82,2.87]
Core Inflation Rate . 1.99 2.08 2.13 2.26 2.27 212 2.09 1.90 1.78 2.68 2.18 1.97 1.83 175
2.93 2.25 [1.832.60] [1.69,3.03] [1.653.03] [1.83.3.38] [1.93,347] [1.64,3.32] [1.86,3.17] [1.31,3.13]  [1.54,3.11] 4.42 [2.64,2.84]  [1.78,3.23] [1.59,3.18]  [1.48,2.75]  [1.46,2.33]
Employment 058 091 0.60 0.64 0.80 1.10 1.09 1.09 114 1.10 1.10 9,30 0.50 0.1 11 119 118
5 : (0.12.0.94] [0.43,1.19] [0.48.1.19] [0.041.37] [-0.35.1.25] [0.16,1.59]  |-0.03,1.35]  [0.52,1.30]  [0.23,1.30] : [0.30.0.59]  [0.30,1.25] [0.22.1.38] [0.10,1.51]  [0.89,1.77]
Labour Force 1.69 1.48 0.94 1.45 0.96 0.96 0.94 0.93 0.94 0.95 0.92 2.46 1.34 1.08 0.93 0.86 0.98
: : [0.87.1.15]  [1.36,1.72] [0.87.1.51] [0.80,1.49]  [0.76,1.53]  [0.71,1.90]  [0.70,1.80]  [0.81,2.07]  [0.48,1.79] : [1.32.1.39]  [0.951.56] [0.67.1.91] [0.36,0.39]  [0.82,1.57]
Unemployment Rate (%) 5.30 5.63 5.60 5.63 5.59 5.56 5.49 5.40 5.38 5.34 5.31 446 5.32 5.57 5.36 5.25 5.08
: : [5.38.5.81]  [5.34,6.04) [5.30,6.34] [5.26.6.34] [5.08,6.35] [4916.24] [4.90,6.44]  [486,6.35]  [4.83.6.72] : [5.265.37]  [5.25.6.27] [4.88.6.44] [470,7.46]  [4.507.31]
Salaires-composite 351 3.04 370 3.46 350
Real Salaires-composite 1.03 1.09 027 103
New Housing Prices 0.89 1.33 1.79 2.02 245 3.01 3.15 3.32 3.37 0.42 1.90 3.21 321 3.62
0.00 0.49 [0.23,2.23]  [0.60,3.12]  [0.99.3.76] [1.12,4.11] [1.59,3.95 [1.655.57] [2.03,5.16]  [2.30,5.50]  [2.50,6.20] 1.05 [0.250.75]  [1.08,3.73]  [2.12,5.61]  [2.83.,7.68]  [2.80,6.59]
Housing Starts (x1000) 4217 41.31 41.51 41.21 41.19 40.83 39.91 40.26 38.98 45.64 41.31 40.00 38.43 37.92
5087 39.50 [40 , 43] 39 , 43] 39 , 45] 39, 44] 39 , 44] 38, 45] 38, 44] 37 . 46] 36 , 45] 39.54 45 , 46] 39 , 44] 37 . 45] [34, 43] 32, 42]

Notes :

The values in brackets represent our 10" and 90 percentiles of forecasts from our models.

All growth rates (in %) are reported as year-over-year growth rates %Y/Y, unless otherwise indicated.

T The construction and measurement values of the salaires-composite are available in the Labor Market section of the Chaire’s website.

* The annualized number of housing starts is based on the averages of monthly forecasts over the considered horizon.

* The reported value is the average of our monthly salaires-composite measure, over the period of interest, containing information up to 2024-11.
** The reported value is the average of our quarterly salaires-composite measure, over the period of interest, containing information up to 2024-09.
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