
 

Quebec 

 

2018–2020 HORIZON 

 

 

 

Environmental Scan 

This document summarizes the factors that influenced the 2018–2020 economic scenario prepared by the Labour Market 
Analysis Directorate – Service Canada, Quebec Region, in December 2017. Although indicators have evolved since that 
date, the change does not affect the findings. 

ECONOMIC CONTEXT 

The strong economic growth in the second half of 2016 continued into 2017. As a result, Quebec’s Gross 
Domestic Product (GDP) rebounded significantly, especially when compared to the slow growth registered over 
the past years. After two years of 1.2% growth, 2016 ended with a 1.7% gain. It is expected that the 2017 
activity will be close to 2.9%. According to the major domestic financial institutions, the positive momentum 
will continue in 2018 and 2019, but it will be lower. 

Forecasts of major banking institutions in Canada 

GDP 2017 2018 2019  Employment 
growth 2017 2018 2019  Unemployment 

rate 2017 2018 2019 

 2.8% 2.0% 1.5%   2.0% 1.1% 0.6%   6.2% 5.8% 5.7% 

 3.1% 2.2% 1.7%   1.7% 1.1% 0.8%   6.5% 6.2% 6.2% 

 2.1% 2.3% 2.0%   1.3% 1.3% 1.0%   4.4% 4.3% 4.3% 

Source: Outlooks consolidated by the Labour Market Analysis Directorate, October 2017. 

Household consumer spending in Quebec accounts for 61% of GDP, and this activity has a significant influence 
on the economy. The increase in household economic activity in 2016 and 2017 contributed to GDP growth. 
However, business exports and investments posted higher growth over the previous year. 

Consumption 

Although consumer spending was more or less robust by the end of the 2008–2009 recession, Quebec has only 
had four negative quarters since then, and that is not very many. The long-term trend is expected to be strong: 
consumer spending is on the rise in Quebec. All factors are in place to ensure this growth, including rising 
disposable income, low inflation and low interest rates. Without inflation, growth will remain robust, making 
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for a stimulating economic environment. The past two years have seen strong retail sales, a level not seen in 
more than a decade. 

Debt levels are also on the rise, but it is due to mortgages, which account for three quarters of household debt; 
however, Quebec has fewer mortgage arrears than the Canadian average. The most “risky” debt is consumer 
credit, and this kind of debt is lower and increasing more slowly in Quebec than elsewhere in Canada. The ratio 
of household debt to assets held is low, 90% of households are comfortable with their debt management and 
the percentage of at-risk households in the province is decreasing. Over the past two years, household savings 
ratio has averaged around 5%, a twenty-year high.  

Foreign trade 

After a decline in 2016, exports are now on track for growth. The gains were higher than expected, given the 
uncertainties that dominated forecasts and the business environment. After all, Canada is affected by U.S. 
duties on softwood lumber, supercalendared paper, newsprint, printing, and design paper, and PET resins. 
Other messaging has targeted other areas, including agriculture, wide-bodied aircraft with 100 to 150 seats 
(the CSeries), steel and aluminum. Canadian producers have been spared for now at least, but it is normal to 
expect that pressure and uncertainty will continue and that the business environment could tip at any time. 
The Canadian dollar exchange rate is also subject to changes in response to announcements on Canada–U.S. 
trade. These factors could reduce the growth potential for exports. Export Development Canada forecasts that 
Quebec exports will grow by 7% in 2018 (4% for the rest of Canada).  

Will 2018 see the successful conclusion of negotiations on the North American Free Trade Agreement (NAFTA)? 
For now, based on terse official statements and sound bites, it is hard to tell where things stand. Despite the 
goodwill of all the parties, it is difficult to imagine that an agreement that took years to negotiate can be 
modernized within a few months. 

The Comprehensive Economic and Trade Agreement (CETA) between Canada and the European Union will mark 
its first anniversary in 2018. It is too early to judge the economic benefits for Quebec, especially in terms of its 
impacts by industry. Trade between Quebec and E.U. member states is less diversified than with the U.S. In 
addition, the implementation of a number of measures was based on a nine-year process, and this gives the 
industry time to adapt. The E.U. accounts for approximately 11% of Quebec exports, with dominance in the 
aerospace products (40%) and ore (20%), mainly iron. CETA will also contribute to Quebec imports: 28% of 
international purchases come from the E.U. The main imports are oil (12%), drugs (8%) and aerospace products 
(between 10% and 15%, depending on the year).  

The E.U. has the upper hand in trade: over the past 10 years, Quebec’s trade deficit was, on average, $11 
billion each year; Canada also has a trade deficit with the E.U. This was to be expected: the population of the 
E.U. is over 510 million, while Canada has less than 37 million people, 8.4 million of whom live in Quebec. It is 
also linked to the nature of the goods traded: the E.U. exports more high-value finished products to Quebec 
than vice versa. Given the diversity of European imports, it is likely that a good number of Quebec industries 
and businesses will have to deal with increased competition. Nevertheless, CETA represents a huge growth 
potential for Quebec exporters. 

Investments 

Since the end of the recession, business investments grew (2010–2012) and then fell (2013–2015). They have 
bounced back to positive territory, but with lower gains than anticipated, remaining below the 2012 peak. This 
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trend is easily explained: the post-recession period was characterized by the slow pace of U.S. economic 
growth, the European sovereign debt crisis and recession, and the considerable debt load of emerging 
economies. The price of several products has dropped due to the slump in global demand. At the same time, 
increased government stimulus programs have led industry to surplus production capacity, while preferential 
measures in the U.S. to promote domestic markets have led to protectionist tendencies. Tepid investments 
over the past few years can be easily understood against this background. However, if the 2018 intentions 
signal the early stages of a recovery, this will spur growth. 

The same situation applies with respect to government investments, whose impact takes long to translate into 
data. However, given ongoing and planned projects, we expect this factor to have a more positive contribution 
over the coming years. 

THE LABOUR MARKET 

The 2017 trend was significantly different from previous years in Quebec: 
 Such strong employment growth has not been seen in the province since 2010, during the post-

recession growth.  
 As the growth of employment was higher than that of the labour force, the unemployment rate shrank 

to unprecedented levels. 
 The employment rate returned to its previous peak level (2007) after remaining almost stable for a 

decade. 
 The participation rate recorded an increase, but remained below its peak 2003 level (66.1%), as youth 

participation in the labour market has fallen over the past decade. 

Labour market indicators 

Province of Quebec 2015 2016 2017 
Variation 

2015-2016 
Variation 

2016-2017 
Number % Number % 

Population 15+ (in thousands) 6,843.3 6,887.9 6,931.9 44.6 0.7% 44.0 0.6% 

Labour force (in thousands) 4,434.2 4,448.3 4,495.7 14.1 0.3% 47.4 1.1% 
Employment (in thousands) 4,097.0 4,133.1 4,223.3 36.1 0.9% 90.2 2.2% 

Full-time (in thousands) 3,290.3 3,344.0 3 409.4 53.7 1.6% 65.4 2.0% 
Part-time (in thousands) 806.7 789.1 813.8 -17.6 -2.2% 24.7 3.1% 

Unemployment (in thousands) 337.2 315.2 272.5 -22.0 -6.5% -42.7 -13.5% 

Unemployment rate  7.6% 7.1% 6.1% -0.5  -1.0  

Participation rate 64.8% 64.6% 64.9% -0.2  0.3  
Employment rate 59.9% 60.0% 60.9% 0.1  0.9  
Source: Statistics Canada, Table 282-0002 – Labour Force Survey, estimates by gender and detailed age group. 

Financial institutions expect a slowdown in employment growth in 2018 (1.1%) and in 2019 (0.5%) owing to the 
strong growth in 2017. Initial projections showed a more equal distribution of job creation over 2017–2019; it 
is estimated that the gains posted in 2017 exceeded expectations. We agree, but, the brake may be lower, or 
even higher.  There might be a smooth landing because not all the jobs added in 2017 were removed from 
future growth. However, the capacity for businesses to meet their labour needs and the risk of trade barriers 
may be detrimental to future growth. 

The past few months have seen reports that hiring challenges are getting worse: replacing retirees is getting 
increasingly challenging and growth is becoming more difficult to achieve. The needs affect a cross-section of 
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specialized and non-specialized positions in both the goods-producing and service sectors. The challenges are 
more striking outside the metropolitan areas, but the situation may soon be felt across the entire province. 

The Institut de la statistique du Québec uses the Labour Replacement Index (LRI) as well as other tools to 
illustrate the impact of the demographic trend on the Quebec labour market. The LRI illustrates the 
relationship between the number of young people from age 20 to 29 likely to enter the labour market and the 
potential number of retirees among people from age 55 to 64. The index only takes into account the number of 
young people who may be available, but not their education level, interests or qualifications. 

Labour Replacement Index in Quebec regions 
Averages for the 2018-2020 period 

 

Labour replacement possible, barring 
exceptions  Increasing difficulty for replacing labour  Low labour replacement potential 

Nord-du-Québec 154  Montérégie 78  Côte-Nord 69 
Montréal 124  Estrie 77  Centre-du-Québec 69 
Laval 91  Lanaudière 75  Chaudière-Appalaches 68 
Capitale-Nationale 86  Abitibi-Témiscamingue 74  Mauricie 63 

Province of Quebec 85  Laurentides 72  Saguenay–Lac-Saint-Jean 62 

Outaouais 82     Bas-Saint-Laurent 55 

      Gaspésie–Les-Îles 46 

In 1987, the index for Quebec was 200, meaning that there were 200 young people from age 20 to 29 for every 
group of 100 people age 55 to 64. In 2009, the index fell below the 100 equilibrium level. In 2017, the 
provincial index stood at 89, and it could drop to 83 by 2020. The LRI shows that regions are already grappling 
with a low labour replacement potential. Demographic forecasts indicate that the situation is not expected to 
improve. It must be noted that these scenarios have already factored in migration, which currently accounts for 
approximately 70% of population gains in Quebec. 

Trade barriers are another factor that could hinder an industry’s growth. For instance, since the 2009 
recession, each month, G201 member states have added an average of seven new measures to restrict trade 
with other countries. This translates to 700 new trade barriers on top of existing ones. Fortunately, close to 800 
barriers have been lifted over the same period, and the inventory of active measures has fallen by close to a 
hundred or so since 2009. Numerous health measures and technical import barriers have also been 
established, but they are not counted among trade barriers since they are intended to protect consumers 
against harmful products. However, such measures have increased to such an extent that we wonder if they 
                                                           
1 Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, Korea, Mexico, South Africa, Russia, Saudi Arabia, Turkey, 

United Kingdom, U.S.A., European Union. 
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are overused – 75% of measures reported to the World Trade Organization by G20 members over the past two 
decades have been geared towards health or technical barriers. As a result, several countries are calling for a 
recognition based on “a permit against another permit” (a product authorized in the exporting country should 
be accepted by the importer) and maintaining strong rules and eliminating those without any scientific basis. 

EMPLOYMENT OUTLOOK IN QUEBEC – 2018–2020 HORIZON 

Main Influences on Employment Outlooks by Industry 

Will stimulate growth 
+ Canada–European Union: depending on the industry, CETA presents development opportunities  
+ Private and public investments: Growth anticipated 
+ Canadian Free Trade Agreement: Implementation will foster inter-provincial trade 
+ Global consumption: Growth anticipated 
+ Development of Southeast Asian markets: the growth in this area should be capitalized on 

Will stimulate growth but trend will slow down 
+ CETA: depending on the industry, the potential for growth is not high and could soon dwindle 
+ Household spending: Growth will ease up after the gains registered over the last two years 
+ Employment trend: After strong growth in 2017, the pace of future growth will be slower 
+ Labour force: Drop in participation rate of young men, fewer workers available 
+ China, realignment of trade policy: Trade will slow down 

Negative impact 
– CETA: depending on the industry, increased imports could result in loss of market share 
– American measures: Tariff barriers will shrink export opportunities 
– NAFTA: Uncertainty dampens investment; negative impact if renegotiations fail 
– Labour force: Labour replacement challenges impede growth 
– Immigration: Challenges integrating immigrants into the labour market 
– China, realignment of trade policy: Trade could decline 
– Canadian dollar: Strong currency or rapid appreciation could erode export capacity  

 

We anticipate that growth will occur throughout the period. However, there will be a slight drop each year. 
Although there are many projects in Quebec, recent gains are mainly based on the marked increase in 
household consumer spending; sustaining the current consumption rates will lead to increased levels of debt. 

The recovery in business investment has started slowly, following a cautious projection for an increase in global 
demand, but the uncertainties about the global business environment mean that export growth is at risk and 
investment could experience a setback at any time. One needs only think about U.S. sanctions on Canadian 
exports, the many protectionist statements, particularly from major trade partners (U.S. and Europe), 
infrastructure needs in emerging economies versus high debt levels, the partial resolution of surplus 
production capacity in some industries, and so forth. There are many risks, but we have anticipated a fairly 
positive resolution of the current challenges. 

During the 2018–2020 period, 90% of employment gains will be attributable to the service sector. The 
expected trend is therefore slightly stronger than the weight of the sector, which accounts for 80% of jobs in 
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Quebec. There is a positive outlook for all service industries over the next three years. The highest gains will be 
in health care and social assistance, professional, scientific and technical services and teaching. 

In comparison, the goods-producing sector seems to be stagnating; to the contrary, it is a very active field. 
However, there are opposing forces, and employment gains will be slashed by losses projected elsewhere. 
Nevertheless, significant gains are expected in the construction, mining, chemical, machinery and metal 
manufacturing and food processing sectors. Conversely, paper manufacturing and printing, which have been 
affected by declining print readership for close to two decades, are expected to post significant declines. In 
addition, U.S. tariffs on Canadian paper products have limited the export readiness of companies.  

Growth scenario by activity sector 

Province of Quebec 

2015-2017 average 2018-2020 

Level 
In thousands 

Share of total 
employment 

Average 
annual growth 

rate 
All industries 4,151.1 100.0% 0.86% 

Goods-producing sector 845.9 20.4% 0.45% 
Service sector 3,305.2 79.6% 0.97% 

Sources: Employment 2015-2017 – Statistics Canada, Table 282-0008, Labour Force Survey. 
Growth 2018-2020 – Service Canada, Quebec Region,  

Scenario of the Labour Market Analysis Directorate, April 5, 2018. 

 

 

 

Note: In preparing this document the authors took care to base their research on labour market information that was 
accurate and relevant at the time of publication. Since labour market conditions are dynamic, some of the information 
presented here may have changed since this document was published. Users are encouraged to also refer to other sources 
for additional information on the local economy and labour market. Information contained in this document does not 
necessarily reflect official policies of Employment and Social Development Canada. 
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