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Overview 
A restructuring is in order
Canada’s economy is beginning its path toward the next 20 years from a 
standing start. With zero growth through most of 2023 and into 2024, the 
nature of how well it can recover structurally will set the tone for Canada’s 
long-term prospects. We hold the view that the U.S. Federal Reserve and 
the Bank of Canada are in the final stages of beating inflationary pressures 
back into submission. Current pricing indicators in Canada and the United 
States look promising, but despite the ticker tape, we are not calling for a 
victory parade just yet.

Central banks, and the Bank of Canada in particular, 
will not want to be too hasty in lowering interest rates 
from current highs. There is still much risk of reigniting 
speculative tinder in the housing markets, so rates will 
be brought down in a measured and cautious way—
even if it means constraining output growth to some 
degree in the short term. We believe growth in 2025 
will make up some of the slack left from the current 
slowdown and that later years’ prospects will depend 
on underlying fundamental drivers—population and 
productivity growth.

Beyond that, there are a great deal of unknowns 
ahead on how well Canadian policy-makers can set 
the direction for some necessarily significant shifts in 
direction. From a variety of sources, there are positive 
signs in addressing the housing crunch. After a late 
start, governments are incentivizing more housing 
development with long-called-for policy changes. 
It is too soon to see the results of these efforts, so 
the imperative will be in holding the public’s support 
for these types of measures into the long term and 
resisting any backsliding into status quo thinking.
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Good housing policy, along with effective community 
support and workplace training efforts, is critical 
to rightsizing Canada’s pace of accepting new 
permanent and non-permanent residents. We 
implicitly expect these policies to be at least partially 
successful because we are building in continued high 
immigration assumptions into the future, though rates 
will ease from their current torrid pace.

Climate change is not a passing issue, and it will 
continue to affect Canadian policy-making and 
economic performance. Although we expect 
substantial progress on greenhouse gas (GHG) 
emission reduction, we don’t expect the shifts to  
meet current federal targets. Adoption of electric  
and hybrid vehicles, for example, is picking up 
pace and driving investments in infrastructure, 
manufacturing products and processes, and raw 
materials extraction. On the other hand, movement 
away from carbon-based fuels for transportation, 
processing, and heating will affect industries in 
Canada that have a very large economic footprint 
currently. In addition, some capital equipment now 
used in other parts of the economy will become out  
of date more quickly.

Consumer and business behaviours dramatically 
changed during the pandemic, and many of these 
shifts will continue to make their mark on the future 
economy. Online shopping preferences, shifts in 
downtown commercial real estate, and work-from-
home trends are permanent, but there will be room  
for niche differentiation. Demand will also be coloured 
by the age profile of Canadians. 

The growing numbers of seniors will tilt consumer 
spending toward services, while a higher proportion 
of foreign-born residents in the country will foster 
new trends and preferences.

Finally, Canada will continue to be drawn along in the 
current of the world economy. Although the United 
States will remain the dominant foreign influence, 
many more developing and developed countries 
will also advance as well. The opening up of new 
markets will be a plus for Canadian businesses, but 
competition from new players will arise as well. In 
sum, once the recovery takes hold, we expect real 
gross domestic product to expand at an annual pace 
near 2.5 per cent through 2028 before settling to 
1.9 per cent growth annually to 2035. (See Chart 1.) 
Growth will then drop to an estimated 1.7 per cent per 
year over the following 10 years.

Chart 1
Real GDP growth in Canada
(compound annual average growth, per cent)

f = forecast
Sources: The Conference Board of Canada; Statistics Canada.
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To continue reading, purchase the full report.

With an inFact Economics Subscription from 
The Conference Board of Canada, you will receive 
Canada’s Outlook to 2045, as well as additional 
research reports and forecasts to help you make 
better business decisions.
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