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Fall 2008 will go down in history as dark economic 
times. The headlines these recent weeks have 
been nothing short of unbelievable, and not 
in a good way. in fact, they’ve been downright 
depressing, and the question on many people’s 
minds right now is just how long this economic 
slump will last. 

of course, anyone who has stock market 
 investments has good reason to feel poorer. in 
this regard, the financial crisis is having a very 
real impact on us here, one that is so severe it 
boggles the mind. 

That said, while the economic picture is certainly 
not rosy, there’s no reason to panic. The  financial 
storm may have grown into a hurricane, but 
Montréal has a strong economic foundation, and 
as such, we should be able to make it through 
relatively unscathed. We may, in fact, be among 
the first to recover once the turmoil subsides. 

This Trend Chart has been revised a number of 
times in the past few weeks to take into account 
the recent economic upheavals and provide you 
with the most up-to-date forecasts. however, we 
had to go to press at some point, and since the 
situation seems to be changing every day, there 
may be some new developments that did not make 
it into this issue. consequently, we’ve decided to 

publish an update to the Trend Chart in december 
to make sure you start the new year with the 
latest information in hand. 

A resilient metropolis
until then, we hope the Montréal economy proves 
its resilience and ability to withstand the financial 
crisis. There are a number of reasons we believe 
this is possible. 

First, the canadian banking system is much more 
solid than its u.s. counterpart, a fact confirmed 
by the World Economic Forum study, and owed in 
part to the stability of our housing market. While 
it’s true that the latter skyrocketed in the last few 
years, this was partially because we had a long 
way to catch up.  

Another important factor is the health of our local 
economy. Quebec and Montréal are doing extremely 
well on the job front; if there is anything good about 
an impending labour shortage it’s that unemploy-
ment is not likely to shoot up and fuel a vicious 
cycle of slowing the economy. As such, provided 
Montréal consumers keep their chin up, domestic 
demand should not take too much of a hit. 

in this situation, the best thing to do is to work 
on what we can control – the vitality of our local 

economy. And on this level, the outlook for 
Montréal is pretty good: thanks to a good number 
of public infrastructure projects scheduled to 
break ground in the next few months and in 
2009, key sectors like construction should remain 
robust. 

hence the importance of staying the course… and 
staying optimistic. 
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Our ECOnOmiC indiCATOrs

indicator As of canada Quebec Montréal

ECOnOmiC ACTiviTy

gdP†  Q2 2008 + 1.5% + 0.9% + 0.9%

LABOr mArkET

Jobs created† september 2008 + 1.6% + 0.7% - 0.9%

Activity rate september 2008 67.8% 65.7% 66.7%

unemployment rate september 2008 6.1% 7.3% 7.4%

COnsTruCTiOn And rEAL EsTATE

Building permits† August 2008 - 12.5% + 0.3% - 1.3%

housing starts† Q2 2008 - 4.6% - 5.2% - 6.4%

PurshAsinG POWEr And COnsumPTiOn

inflation† (cPi 2002=100) september 2008 + 3.4% + 3.2% + 3.1%

retail sales† Q2 2008 + 4.3% + 3.9% + 2.3%

inTErnATiOnAL TrAdE

Exports† August 2008 + 9.8% + 4.6% -

Our ECOnOmiC indiCATOrs 
Canada, Quebec and montréal

†These variations are relative to the same period of 2007

Our ECOnOmiC indiCATOrs

variation from

finAnCiAL mArkETs nOvEmBEr 4 2008 vALuE PrEviOus mOnTh PrEviOus yEAr

Bank of canada: key interest rate 2.25% - 25 basis points - 225 basis points

canadian dollar (vs us dollar) $0.8687    + $0.0247  - $0.1653

oil barrel price (WTi, in us dollar) $70.41 - 8.1% - 25.7%

source: statistique canada, conference Board of canada / institut de la statistique du Québec

source : Banque du canada, Energy information Administration
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The outlook for next year is anything but certain. 
one year after the subprime crisis, analysts are 
openly worried about the state of the global 
economy and more specifically, its ability to 
rebound from an extremely volatile year. The 
financial crisis that erupted as a result of the 
subprime debacle has yet to be resolved and when 
coupled with the extreme fluctuations in the price 
of oil and some commodities is creating mounting 
pressure on many economies. 

A sharp slowdown in 2008
global growth forecasts have continually been 
readjusted this year. The latest revision by the 
international Monetary Fund (iMF) and the 
summer update issued by Export development 
canada (Edc) Economics are calling for global 
GdP growth of around 3.9% for 2008.

While not alarming, these projections indicate 
that this slowdown will stay with us until year-end. 
Accordingly, this past spring, the organization for 
Economic cooperation and development (oEcd) 
revised the growth forecasts of its member 
 countries downward to 1.8%. The World Bank, 
for its part, predicts industrialized countries will 
expand at a pace of 1.6%. 

The euro zone will feel the brunt of the downturn. 
in fact, the European commission trimmed its 
growth forecast to 1.3% for 2008. That said, not all 

Ec countries will be affected to the same degree. 
For example, while the economy is expected to 
pull back in france, where gdP will advance about 
0.8% this year, there is talk of recession – at least 
in the technical sense 1  – in other areas. such is the 
case for ireland, dubbed the “celtic Tiger” a few 
years back due to its booming economy. With two 
consecutive quarters of negative growth in 2008, 
i.e., -0.3% in the first, followed by -0.5% in the 
second, ireland has become the first Ec country to 
officially go into recession. 

According to forecasts, ireland will soon be followed 
by Germany, where gdP will slip 0.2% in the third 
quarter after shrinking 0.5% in the second. The 
united kingdom and spain will be next in line, 
contracting 0.2% and 0.1%  respectively in the 
third quarter and 0.2% and 0.3% in the last three 
months of the year.  

softening north American and European demand 
is weighing heavily on Japanese export growth, 
which together with sluggish domestic demand 
and industrial output, has prompted the iMF to 
revise Japan’s gdP forecast to 0.7% for the year. 
This revision is largely due to a disastrous second 
quarter, where according to the government’s 
preliminary statistics, the economy shrank 3% on 
an annualized basis, effectively putting an end to 
78 months of straight, albeit modest, growth that 
began in 2002.

The world’s developing countries will not be 
spared. As such, the World Bank has tempered 
its gdP forecast to 6.5% for the year, well below 
the 7.8% posted in 2007 but still solid. not 
 surprisingly, china and india are still driving much 
of the expansion in the developing world, which 
according to the World Bank, would be 5.2% if 
these two countries were excluded from the calcu-
lation. consequently, even after the  adjustments 
in the september update issued by the Asian 
development Bank (AdB), China and india are 
still the regional economic tigers of southeast 
Asia, with projected growth rates of 10% and 7.4% 
respectively for 2008. 

in 2007, the russian economy was fuelled by a 
number of factors conducive to expansion, namely, 
high energy prices, robust domestic demand and 
solid industrial investments. After clocking in at 
8.1% last year, more moderate growth of about 7% 
is called for 2008 by the iMF as weaker domestic 
demand and a drop in oil exports take a bite out 
of gdP.  

Latin America will also be exposed to global 
economic pressures. in August, the Economic 
commission for Latin America and the caribbean 
(EcLAc) projected 3% growth for the region in 
2008, down from the 5.7% recorded last year. 
This pullback will mostly affect Mexico and central 
America. The World Bank’s 2008 estimates call for 
2.7% growth for mexico and 6.9% for Argentina. 

On ThE rAdAr sCrEEn
2009 outlook

fOrECAsTinG in A fOG

 1 A technical recession occurs when gdP growth is negative for  
 two consecutive quarters.
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Last year, the two economies expanded at a rate 
of 3.3% and 8.7%. For its part, Brazil can expect 
to see its gdP growth shrink from 5.4% in 2007 to 
4.6% in 2008. 

While many factors explain the economic 
 sluggishness around the world, they are all 
 interrelated. it also bears mentioning that high 
energy and commodity prices are one of the main 
risks facing the global economy. 

What will happen to oil prices? According to the 
international Energy Agency (iEA), global demand 
will ebb as consumption in the oEcd countries 
falls. As such, the iEA’s october update pegs global 
demand in 2008 at 86.5 million barrels per day, or 
0.5% more than last year. This figure is expected 
to increase by 0.8% to 87.2 million barrels per day 
in 2009. 

due to the slower than expected growth in oil 
demand, Edc Economics analysts are calling for 
oil prices of us$110 in 2008 and us$84 in 2009. 
however, the Energy information Administration 
(EiA) predicts a barrel of West Texas intermediate 
(WTi) will cost us$115.81 in 2008 and us$126.50 in 
2009. What we can be sure of in this regard is that 
oil prices will remain volatile. 

Another thing that’s certain is that oPEc is looking 
for triple-digit prices, as evidenced by the cartel’s 
decision to cut production to 520,000 barrels a 
day as of september 10. The world will also have 
to contend with the constantly growing demand 
by developing nations and regions, namely, china, 
the Middle East, Latin America and india. 

A second risk factor is the seesawing price of food 
such as wheat, rice and corn, which are closely 
tied to increased demand (stemming from the 
greater purchasing power created by these last 
few boon years). They are also closely correlated 
to  fluctuating oil prices (which have affected the 
cost of fertilizers, shipping and transportation) 
and to the turbulence on the capital markets 
 (speculative funds replaced risky real estate and 
financial investments with food commodities).

Global inflation, which reared its head in 2008 
as a result of fluctuating oil and food prices, will 
 therefore be a major risk factor according to the 
iMF. Thus, for 2008, the organization predicts 
prices will jump almost 3.6% in industrialized 
countries and 9.4% in developing countries.  

however, in 2009, inflation is expected to retreat 
in the former and to drop to 7.8% in the latter. 
Accordingly, the European commission believes 
inflation will reach 3.4% in the euro zone this year 
before falling back to 2.4% in 2009. As for Asia’s 
developing nations, the AdB projects prices will 
rise 7.8% in 2008 and 6% the year after. slowing 
global growth will also help curtail prices, which 
should help the economy bounce back somewhat 
in 2009.

A recovery in 2009?
The iMF is calling for a slow but steady recovery 
in 2009, with global GdP growth of 3%, versus 
the Edc call of 3.7%. These figures reflect the 
 underlying risk of global stagflation and explain 
why the economic development of oEcd  countries 
and the u.s. in particular will be carefully  monitored 
throughout 2009. 

once again, developing nations will be the main 
drivers of economic expansion, with gdP  estimated 
at 6.4% by the World Bank. stirred by inflation 
fears, the AdB is forecasting downward-revised 
rates of 9.5% and 7% respectively for china and 
india.  

somewhat more moderate growth is on the horizon 
for russia – 5.5% for 2009 – according to the iMF, 
due to a decrease in the supply of hydrocarbons 
and an inflation rate of almost 12%. As for Brazil, 
where domestic demand and investment will be 
fuelled by income growth and a strong currency, 
the Edc is calling for 4.1% growth next year. 

The industrialized world will also record more 
tempered growth, projected at about 0.5% in 
2009. in the euro zone, this year’s sharp  downturn 
and the technical recessions in a few member coun-
tries will have a definite impact in 2009 with the 
result that the iMF has trimmed next year’s growth 
estimates for the region to 0.2%. More specifi-
cally, Germany and france should expand 0.2%, 
while at 0.2% and 0.1% respectively, spain and the 
united kingdom will continue struggling. Lastly, 
Japan is expected to turn in a similar performance 
to this year, with gdP growth estimated at 0.5% 
for next year.



UNITED STATES

CANADA

+ 1.17%+ 1.17%

+ 2.13% 

MEXICO

MOROCCO

SOUTH
AFRICA

UNITED KINGDOM

FRANCE

SPAIN

GERMANY

CHINA

VIET NAM

JAPAN

BRAZIL

ARGENTINA

AUSTRALIA

RUSSIA

INDIA

TATTESETESE

+ 1.84% 

ZILL

+ 3.50%+ 3.50%

+ 5.09% 

ALIA

+ 2.24%

AA

+ 2.24%

+ 3.59% 

NNGD

- 0.

MDOMOMDOMODOMOMDOMO

- 0.

+ 2.94% 

- 0.002%
RUSR

- 0.002%

+ 1.37% 

+ 5.50%+ 5.50%

+ 3.50% 

NTINA

+ 3.60%

AAAA

+ 3.60%

+ 9.09% 
HH

+ 3.31%+ 3.31%

+ 8.02% 

+ 1.80%+ 1.80%

+ 4.22% 
+ 6.94%+ 6.94%

+ 6.72% 

FF

PA

- 0.25%

OROCCMOOOO

SS

- 0.25%

+ 2.59% 

+ 1.59% 

+ 5.50%+ 5.50%

+ 11.98% 

+ 0.46%+ 0.46%

+ 0.88% 

A JAPANA NJAPAA

+ 4.34% 

MMMMAMM

+ 5.46%+ 5.46%

+ 15.00% 

7

o
n

 T
h

E
 r

A
d

A
r

 s
c

r
E

E
n

 |WOrLd GdP fOrECAsT And infLATiOn rATEs fOr 2009 

source: Based on data from the iMF’s World Economic outlook (october 2008)
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international trade will of course depend heavily on 
global economic developments. Although demand 
in industrialized nations will be affected by the 
ups and downs of purchasing power, the iMF is still 
projecting a 4.9% increase in global trade volume 
for 2008, mainly due to the fact that developing 
countries are responsible for a growing share of 
global demand. At 4.1%, next year’s estimate falls 
well short of the 7.2% recorded in 2007. 

The slowing pace of growth that will affect 
 developing countries challenges the notion that 
their economies are increasingly immune to the 
effects of the economic cycles in  industrialized 
parts of the world and reinforces the idea of 
 interdependence brought about by  globalization. 
For instance, the AdB points out that Asia’s 
 developing countries are highly dependent on the 
g3 export markets (united states, euro zone and 
Japan) and has expressed concern about the global 
trade ramifications of a protracted  slowdown in 
these countries and about the turmoil on the 
world’s capital markets, which is seeping into the 
Asian financial system. 
 
it should be noted that not all the forecasts take 
into account the latest global developments 
since some revisions had not yet been released 
at the time the Trend chart went to press. 
one thing we do know, however; in light of this 
economic  interdependence, the world’s economic 
 stakeholders will be paying special attention to 
the u.s. economy, as evidenced on september 18 
when the Bank of canada, the Federal reserve, the 
European central Bank, the Bank of England, the 
Bank of Japan, and the swiss national Bank took 
coordinated action to improve the liquidity on the 
capital markets.
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in light of the latest developments in the u.s. 
economy and financial system, to try and make 
projections about the world’s largest economy is 
not only almost impossible and quite risky.

Already, the GdP growth projections made by the 
iMF in september 2007 were revised  downward 
for 2008, from 2.8% to 2.2%, spurred by fears 
concerning the housing market. These fears 
turned out to be justified as the real estate bubble 
burst this year, with the result that forecasts in 
this sector are quite grim. 

The housing correction therefore continues 
as residential investment keeps falling. After 
plunging 25.1% in the first quarter and 15.7% in 
the second, the last two quarters of the year are 
not looking any better, with decreases projected at 
11% and 5.5% respectively. Already weak for some 

time now, residential investments are expected to 
drop 20.5% in 2008 and 3.1% in 2009. 

despite stagnation in some sectors, household 
spending – which accounts for 70.9% of gdP – 
remained buoyant at the beginning of the year, 
against all expectations. indeed, the figures 
released by the Bureau of Economic Analysis (BEA) 
in september show just how important consumer 
spending and exports are to uncle sam’s economy, 
fuelling a good part of the growth recorded in the 
first half of the year. 

Thus, consumer spending advanced 1.7% in the 
second quarter. however, rBc Economics research 
is calling for a 2.3% decrease in the third quarter 
and 0.7% in the fourth. it remains to be seen 
whether the u.s. consumer will remain strong 
during this crisis and whether spending will pick 

up in 2009 or stagnate as rBc predicts.

in light of this surprising performance, the iMF 
this month revised its growth projections upward 
from 1.3% to 1.6% for 2008. however, with the 
downturn expected to deepen next year, the iMF 
is now calling for the economy to expand just 0.1% 
in 2009. 

despite the BEA’s unexpected call for real gdP 
growth of 2.8% in the second quarter (on an 
annualized basis), the performance of the other 
indicators remains worrisome. For example, the 
unemployment rate, which at 6.1% in August and 
september reached a five-year high, and inflation, 
which in July hit 5.6% on an annualized basis, 
makes it even more doubtful that u.s. households 
will be able to keep up their spending. 

ThE fALLOuT Of ThE finAnCiAL Crisis in ThE u.s. 



in the wake of the financial storm that whipped 
through the financial markets in september and the 
ensuing stock market collapse, economists have 
been scrambling to revise their projections. The 
fact is that the debacle that began with subprime 
mortgages has now spread to all other securitized1  
products, affecting anyone with investments in the 
credit market.

As the year draws to a close, the big question for 
2009 is whether this crisis will be quickly resolved 
and thus keep the u.s. from plunging into an even 
deeper recession.  
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 1 securitization is a financial technique whereby loans are  
 bundled into securities that are then sold on the capital  
 markets. 
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until now, the economic woes south of the border 
had little effect on the canadian side. As a result, 
the autumn forecast of the conference Board of 
canada (cBoc) called for canadian real GdP to 
grow 1.7% in 2008 and 2.7% the year after. 

however, these estimates are now being questioned 
as the financial crisis spreads and we gain a better 
sense of the potential impact on our economy. For 
its part, the Bank of Montreal has trimmed its real 
gdP forecast to just 0.7% for the year, followed by a 
gradual recovery, with growth of 1% in 2009.

Even before the stock markets started to unravel, 
the pace and volume of canadian exports were a 
big drag on growth. While total export value is 
projected to rise 4.2% in 2008 due to high energy 

and commodity prices, total export volume is set to 
fall 4% according to Export development canada 
Economics. however, the reverse is expected to 
happen in 2009 as lower energy and commodity 
prices cause the value of exports to decrease 
1.2% but volume to increase 1%. More specifically, 
according to the cBoc, the downturn in automobile 
exports will be behind the limited growth in 2008.  

in this rather worrisome context, domestic demand 
seems to be a priceless commodity. if the  volatile 
stock markets don’t wreak too much havoc on 
canadians’ economic morale, the job situation, 
debt levels and increased disposable income 
should all work in favour of maintaining and even 
boosting consumer spending. it will therefore be 
very  interesting to see how these last two months 

will affect the initial forecast for real consumer 
spending, i.e., a 3.9% increase this year and 2.7% 
the next.
 
At the provincial level, the West will fare  somewhat 
better than the rest of the country. Towards the end 
of summer, we expected to see real gdP growth 
of 2.6% and 2.2% this year in Alberta and British 
columbia, and a more modest 1.7% and 0.8% 
in Quebec and ontario. As for next year, initial 
 forecasts called for a slightly stronger recovery in 
Alberta (3.3%) and British columbia (2.9%) than in 
Quebec (2.4%) and ontario (2.8%).

however, cost of living is a risk factor that the Bank 
of canada will try to attenuate. in fact, inflation 
is expected to remain around 2.2% for the next 

WiLL ThE CAnAdiAn ECOnOmy hOLd uP?

source: Based on the conference Board of canada data published on october 28, 2008 
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two years. But like growth, it will not be the same 
across the board. For example, after rising 4.9% 
last year, the cost of living in Alberta is expected 
to go up 3.3% in 2008, whereas in ontario, it will 
remain at 2.1%, i.e., within the Bank’s target range. 
The cBoc is expecting inflation to ease next year in 
both  provinces and is forecasting a rate of 2.4% in 
Alberta, 2.5% in British columbia and 2% in Quebec 
and ontario. 

in the wake of rapidly deteriorating credit 
 conditions across the globe and the massive 
fallout, the Bank of canada cut interest rates on 
october 21 to 2.25% in a bid to relieve some of 
the tension on the  financial markets. should the 

Bank see more signs of a slowdown, it will likely 
step in with another deeper cut to help jumpstart 
the economy.
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The news comes as no surprise: the Quebec 
economy slowed slightly in 2008. The main 
culprits are exports and the long-struggling 
 manufacturing sector. in its autumn economic 
forecast 1, the conference Board of canada 
(cBoc) put Quebec’s real GdP growth at 1.4% for 
2008. This projection does not factor in recent 
 developments arising from the global financial 
crisis, which has  financial institutions calling for 
more modest growth than the cBoc. For example, 
desjardins group is  forecasting a mere 0.5% for 
the year, very close to the 0.6% predicted by 
national Bank. 

Quebec’s industries are far from contributing 
equally to this performance. For example, the 
manufacturing sector – which in 2007 accounted 
for just over 60% of the gdP generated by the 
goods producing industries and almost 20% of 
the province’s total gdP – will contract 1.8% in 
2008. The main reasons are the strong loonie and 
slumping u.s. demand, because our  manufactured 
goods, which represent nearly 87% of total 
 international exports, head mostly south of the 
border. 

consequently, after advancing just 1% in real 
terms last year, Quebec’s international exports 
will contract 3.9% in 2008, largely as a result 
of a 4.3% decrease in exports from the goods 
producing sector, which includes, among others, 
information and communication technology (iCT) 
and the forestry industry. The real international 
exports of these two industries are projected to 
fall 14.1% and 26.6% respectively this year. 

however, the situation is expected to improve in 
2009, which should bring moderate growth as the 
u.s. economy gradually comes out of its slump 
and our dollar stabilizes, thus boosting demand 
for Quebec exports. 

Before the fall crisis, international exports were 
set to rise 2.1% in real terms next year, including 
a 2.2% increase (in real terms) in merchandise 
exports. The iCT sector was expected to rebound 
and expand by 3.3%. And after growing 5.7% in 
2008, exports from the aerospace industry – a 
beacon of the Quebec economy with 16% of all 
merchandise exports – were also supposed to pick 
up 7.1% next year. 

it now remains to be seen how these optimistic 
forecasts will ultimately be affected by the revised 
projections made necessary by the financial 
crisis. Be it as it may, the most important thing 
to remember is that once the storm has passed, 
Quebec exports will play a major role in the 
 province’s growth.   

The service sector, which is behind nearly 70% of 
Quebec’s gdP, remains a key driver of economic 
growth. The GdP generated by the service sector, 
projected before the crisis at 2.4% for 2008 and 
2.3% for 2009, attests to the stability anticipated 
in this sector.

QuEBEC: 
WhiLE AWAiTinG ThE rECOvEry…

 1 Published in september 2008.



14

Q
u

E
B

Ec
 |

Lastly, the labour market is expected to hold up 
fairly well given the current shortage of manpower. 
once again, at the beginning of the season, 
jobs were projected to grow 0.9% this year and 
0.7% the next, to 3,915,000. This would put the 
 unemployment rate at around 7.2% for the two 
years while the participation rate would rise to 
65.9% in 2008 before pulling back slightly the 
following year to its 2007 level of 65.7%. 

Thus, the economic downturn south of the 
border will affect Quebec exports, 70% of which 
are destined for the u.s. however, the loonie’s 
 weakness and the gradual u.s. recovery in 2009 
will play in our favour. ultimately, Quebec is 
expected to weather the global economic and 
financial storms, and our economy should pick up 
again in 2009.
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QuEBEC rEAL ExPOrTs TrEnd
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mOnTréAL: 
frOm TurBuLEnCE TO TurnArOund?

in many respects, 2008 will not have been a 
great year for Quebec’s largest city. one reason 
is its real gdP, which with an estimated growth of 
1.7% by the conference Board of canada (cBoc), 
constitutes the city’s weakest performance in the 
last five years. The question now is how long it will 
take the economy to recover in 2009 and how far 
off real GdP 1 growth will be from the initial 2.4% 
projection.  

According to the cBoc, the manufacturing sector 
will once again be behind Montréal’s sluggish 
output this year. After contracting 0.7% in 2007, 
manufacturing GdP will shrink another 3.8% 

in 2008, mainly as a result of soft demand for 
Montréal-manufactured goods in the economically 
depressed u.s. This situation will invariably affect 
jobs in the manufacturing sector, which after 
chopping its workforce by 9.5% in 2007, will lay off 
another 4,483 workers or 1.8%. however, next year 
looks brighter thanks to the anticipated growth of 
the aerospace industry. Fuelled by Bombardier’s 
strong order backlog, this industry will help create 
some 2,700 manufacturing jobs, for an increase of 
1.4% over 2008.

The main reason Montréal will be able to avoid the 
worst is its strong service sector, which will spur 

its recovery next year. Accounting for nearly 75% 
of greater Montréal’s gdP, this sector is a  veritable 
economic driver that is living up to its reputation 
with projected real gdP growth of 2.7% for 2008. 
The only fly in the ointment is service jobs, which 
will be slightly affected by the slowdown and 
therefore decline by 0.2% this year. however, this 
situation could be short-lived if the sector shifts 
back into its usual high gear, in which case more 
than 10,000 jobs should be created in 2009. 

The construction industry, for its part, is sending 
reassuring signals. Accordingly, although the 
canada Mortgage and housing corporation 

 1 The cBoc was in the process of revising its metropolitan  
 projections at the time of writing.
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(cMhc) is calling for housing starts to dip in 
Montréal from 22,600 this year to 22,200 in 2009, 
the situation is nowhere near as serious as in the 
u.s. housing market. in fact, the decrease is more 
a reflection of a demographic adjustment stem-
ming from weak population growth, i.e., 0.7% in 
2008 and 0.5% in 2009. 

non-residential construction will be stimulated 

by a number of major projects, including the 
 superhospitals, the replacement of the Turcot 
interchange, the completion of highway 25, the 
modernization of notre-dame street, and the 
Quartier des spectacles projects. According to the 
cBoc, these projects add up to some $7.85 billion, 
meaning that despite everything, Montréal’s 
construction industry will fare well, generating 
gdP of 2.9% this year and about 2.4% in 2009. 

As a result, employment in this sector will end the 
year up 12.5% over 2007, the biggest increase 
in sector employment in 2008. A 0.3% gain is 
 forecast for 2009, translating into jobs for nearly 
97,000 workers.

Montréal Ottawa Toronto Calgary Vancouver

0.7%

1.2%

1.7%

2.2%

2.7%

-1.3%

-0.08%

-0.3%

0.2%

Q1 Q2 Q3 Q4 Q1 Q2

2007 2008

source: Based on the conference Board of canada data published on August 14, 2008

rEAL GdP GrOWTh fOr CAnAdA’s mAin mETrOPOLiTAn ArEAs
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Another positive factor that should sustain the 
metropolitan economy is increased purchasing 
power. Accordingly, disposable personal income 2  
per capita will grow 3.9% in real terms (after 
adjustment for inflation) this year and by as much 
as 2.2% in 2009, bringing it to $27,319. inflation 
will also remain steady such that the cBoc 
predicts that our cost of living will increase by 
2.4% this year and a slightly more modest 2% the 
year after.

it therefore looks like turbulence notwithstanding, 
the Montréal economy will turn in an overall decent 
performance both this year and next. 

2 Personal disposable income is what is left after subtracting  
 income taxes and other contributions (employment insurance,  
 régime de rentes du Quebec, etc.).
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 | ACCOrdinG TO finAnCiAL insTiTuTiOns 
in 2009, the montréal economy will...

mr. don drummond
senior vice President and chief Economist  
Td Bank financial Group

The Montréal economy is facing strong headwinds 
heading into 2009. First and foremost, the u.s. economy 
is experiencing its first housing and consumer-led 
slowdown in nearly two decades, from which it should 
emerge in 2010.  Tourism and export-related activities 
will be hardest hit. second, while inflation should ease 
by the second quarter of 2009, it will eat away at modest 
personal disposable income growth. Employment growth 
will slow and result in higher unemployment rates. 
however, Montréal’s diversified and  predominately 
service-sector oriented economy will weather this 
storm as it has others. Firms should use the slowdown 
as an opportunity to streamline their operations, invest 
in energy-saving and productivity-enhancing measures 
while readying for better times at the dawn of the next 
decade.

mr. françois dupuis
vice-President and chief Economist 
desjardins Group

The main challenge for Montréal in 2009 will be to 
strengthen the fundamentals needed to ensure the 
future prosperity of the region. given the shortage of 
qualified labour, stronger international  competition, 
and the turbulence in financial markets and the 
economy, improving Montréal’s labour productivity 
and  competitive ability should, more than ever, 
guide the actions of  decision-makers. To remain an 
 international business hub in America, Montréal must 
modernize its  infrastructures, particularly those 
related to  transportation, in order to facilitate the flow 
of  merchandise and people in respect of the public’s 
quality of life. To preserve its role as an international 
economic leader, Montréal must also demonstrate that 
it can fulfill its ambitions in the areas of education, 
 innovation, health and culture.

mr. Clément Gignac
senior vice President, chief Economist and strategist 
national Bank financial

Montréal, like the rest of the country, will feel the 
effects of the global economic slowdown caused by 
the  worsening financial crisis and its impact on credit 
 availability, not to mention sluggish consumer spending 
in the u.s. Fortunately, preventive measures taken by 
the governments, i.e., income tax cuts at the federal 
level and major infrastructure  investments on the 
provincial side, will help the Montréal economy weather 
the storm. construction projects abound  (hospitals, 
Quartier des spectacles, the Turcot  interchange, 
modernization of notre-dame street and highway 25), 
and  residential construction – although it has tapered 
off somewhat – will remain buoyant by historical stan-
dards. on a structural level, Montréal has several strong 
 industries (knowledge, health, culture, aerospace, etc.). 
The services sector has taken up the slack left by 
 manufacturing, a trend that is expected to continue.
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mr.  robert hogue
senior Economist 
rBC financial

To a large extent, the events that will affect Montréal 
in 2009 will not be specific to the city. Just like other 
major urban centres around the world, the economic 
situation in Montréal will very much depend on the 
fallout of the financial crisis on the north American 
and global economies. The recession south of the 
border and the downturn in the canadian economy will 
sap tourism and demand for goods produced in the 
 metropolitan region, although the weakening canadian 
dollar should soften the impact somewhat. 

Montréal’s loss of Formula one’s canadian grand 
Prix could create a void that would be tough to fill. 
Economic uncertainty and rising unemployment will 
sap consumer confidence and cool the housing market. 
Fortunately, major infrastructure projects will continue 
to fuel activity, helping to offset the otherwise broad-
based slowdown. The global outlook should gradually 
improve in the second half of the year as the financial 
markets return to normal.

mr. Carlos Leitao
chief Economist 
Laurentian Bank securities

Events have unfolded in unbelievably quick succession, 
and consumer and business confidence has melted 
like snow in July.  With the u.s. economy already in 
a consumer-led recession, it would be unreasonable 
to expect the canadian and Montréal economies to 
escape undamaged, even if the global financial system 
is  functioning normally. We doubt the u.s. recession will 
be as severe as markets currently anticipate. Moreover, 
the very aggressive policy measures taken so far will 
pay dividends in due course. 

The bottom line is that 2009 will be a difficult year 
for the Montréal economy. Those segments that cater 
directly to u.s. discretionary consumer spending will 
find it increasingly tough to operate and  maintain 
cash-flows. The challenge will be to quickly redirect 
resources towards domestic demand or offshore 
markets. The silver lining in this process is that both 
energy prices and interest rates will remain much lower 
than in 2008.



c
A

n
A

d
A

  E
c

o
n

o
M

ic
 d

E
v

E
Lo

P
M

E
n

T
 r

E
P

o
r

T
 |

After 14 straight years (1994 to 2007) of 
 employment growth, with an average of 32,000 
jobs created each year (+1.9% annually), the 
Montréal census metropolitan area (cMA) seems 
to be running out of steam on the labour front. 
After getting off to a slower start in 2008, the 
metropolitan area created less than 1.9 million jobs 
from April to september (seasonally adjusted), a 
level surpassed in the previous three quarters.  

This situation, combined with a slight increase in 
the number of people looking for work, pushed in 
2008 the cMA’s unemployment rate to 7.4%, up 
from 7.0% last year. since the beginning of the 
year, 31,000 positions have been created outside 
the metropolitan area, holding the jobless rate 
there at 7.2%. 

The following industries have performed well on 
the labour front these last two years: construction; 

professional, scientific, technical, iT and  financial 
services; transportation and transportation 
 equipment manufacturing; and restaurants. in 
contrast, most of the industries that make up the 
manufacturing sector continued to shed jobs, as 
did the retail and wholesale trades. 

despite everything, some sectors will perform well 
this year and next. For example, non-residential 
construction will remain strong thanks to many 

Canada Economic development report

mOnTréAL CmA LABOur mArkET 
in 2008
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source: statistics canada, Labour Force survey, compiled by cEd.

QuArTErLy AdJusTEd EmPLOymEnT, mOnTréAL CmA, 2006 TO 2008, in ThOusAnds
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large projects either underway or planned, which 
will spur the regional economy. The outlook is 
fairly positive for aeronautics, and professional, 
scientific and technical services. That said, no one 
can predict the impact of the financial crisis and 
probable u.s. recession on economic growth. 

gdP forecasts have already been trimmed for 
Quebec and canada, meaning slower growth for 
the Montréal area and by extension, weaker growth 
on the employment front in 2009,  particularly 
since there is a several-month lag between the 
time production slows and jobs are cut. 

By François gauvin and François Poitras, research and Analysis, 
canada Economic development, Quebec regions.

Montréal island Business office 
Phone: 514 283-2500   1 800 322-4636   Fax: 514 496-8310    
www.dec-ced.gc.ca   montreal@dec-ced.gc.ca
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