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… it’s not great, but could be worse

Short-Term Challenges: 
Trade Disruptions and 
Rising Uncertainty
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Largest U.S. Tariff Increase in Generations
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Largest U.S. Tariff Increase in Generations
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Large Differences in U.S. Tariffs by Country
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A Sharp Change for Canadian Exporters
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Average U.S. Tariff on Canadian Exports
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Context: Unprecedented Uncertainty
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Context: Unprecedented Uncertainty
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Context: Unprecedented Pessimism

policyschool.ca 10



But the worst may be over

Short-Term Challenge: The 
Current State of the 
Economy

policyschool.ca



|

GDP Growth: Q2 Negative, But Q3 Positive
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Business Investment Persistently Weak
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Business Investment Persistently Weak
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Working-Age Unemployment Rate (to Oct ‘25)
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Working-Age Participation Rate (to Oct ‘25)
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Employment Decline is Historically Large

policyschool.ca 17



|

The New “BDLNow” Tool – Projection for Q3 Growth
https://businessdatalab.ca/bdlnow/ 
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My Own Projection For Q4 and Beyond
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Components of the Projection
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Components of the Projection
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… it’s not great, but we may have reached 
the bottom

Long-Term Challenges: 
Lagging Productivity
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Context: Canada’s Lagging Productivity
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Gap: 19.8% (~$625 billion)
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Canada’s Real GDP per Capita Relative to OECD
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Canada’s Real GDP per Capita Relative to the U.S.
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Commodity bust +
1990s recession

Another “Great 
Canadian Slump”

Commodity 
boom

Commodity 
boom
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Canada’s Real GDP per Capita Relative to the U.S.
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Trade

Federal and provincial finances

Alberta’s big fiscal bet

A New Era for Public 
Policy?
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“We believe in cooperative federalism” – PM Carney
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Productivity Growth by Sector
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Transport Infrastructure (Esp. Rail + Ports) Critical for 
Trade Diversification Efforts
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Internal vs International Trade Volumes
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Canadian Mutual Recognition Agreement
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Internal vs International Trade Volumes
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Tightening Fiscal Constraints
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Tightening Fiscal Constraints
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Provinces Will Be On Their Own
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Provinces Will Be On Their Own
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Alberta’s New Fiscal Reality
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Alberta’s New Fiscal Reality
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Smith’s Fiscal Policy Pillar 1: Higher Spending
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Smith’s Fiscal Policy Pillar 2: Lower Taxes

policyschool.ca 43



|

Alberta’s Fiscal Framework

• Limit expenditure growth to inflation + population

• Limit in-year expense growth

• Excess cash: debt repayment and an “Alberta Fund”

• A balanced budget requirement after three years
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How the balance budget rule works

“While you’re running deficits, spending must be frozen”

• Hypothetical Budget 2026
• $60/bbl oil → deficit of ~$6 billion

• What happens?
• This deficit is “allowed” by the framework 
• If oil returns to low/mid 70s for 2026, no changes needed
• If oil stays low, then $400 million spending cut in 2026/27 required by the 

framework. Still in deficit.
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How the balance budget rule works

“While you’re running deficits, spending must be frozen”

• Hypothetical Budget 2027
• $60/bbl oil → deficit of ~$4.5 billion

• What happens?
• This deficit is “allowed” by the framework 
• If oil returns to low/mid 70s for 2026, no changes needed
• If oil stays low, then $2.5 billion spending cut in 2027/28 required by the 

framework. Still in deficit.



Large and abrupt changes in spending/taxes required

….. Or abandon the framework, if oil prices don’t cooperate

Budget 2028?
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Concluding Thoughts
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A New Era for Canada’s Economy?

• Productivity and investment challenges: limit long-term growth

• Economic uncertainty: trade tensions, policy/labour disruptions 
limit short-term options

• Public policy: limited room to maneuver financially, but political 
constraints on policy choices may be easing
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Thank you!
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ttombe@ucalgary.ca

@trevortombe
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