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Highlights

Real Gross Domestic Product

Economic activity accelerated strongly across the
Canadian provinces in 2002, as real gross
domestic product (GDP) growth increased in 8
provinces.

Provincial economies are expected to record
lower growth in 2003 with the exception of
British Columbia, Alberta, Saskatchewan, and
Manitoba. Manitoba and Saskatchewan
agricultural sectors should reap the benefits of
more seasonal temperature.

Rea GDP growth is anticipated to be highest in
Alberta and Newfoundland & Labrador primarily
because of high oil and gas prices.

Weak U.S. demand and the appreciation of the
Canadian dollar should have a negative impact on
economic growth in Ontario and Québec in 2003.
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Highlights

Housing starts surged in Nova Scotia, Saskatchewan
and British Columbia in the first six months of the
year. However, housing starts in Newfoundland &
Labrador and Alberta are down so far this year, on a
year-over-year basis, after posting strong growth in
2002.

L abour Markets

So far this year, employment hasrisen in all
provinces with the exception of Saskatchewan,
Manitoba, Québec, and New Brunswick. Trade,
health care & social assistance, manufacturing,
accommodation & food have been sources of
weakness in each of those provinces. Conversdly,
strong employment gains were reported in Prince
Edward Island and Newfoundland & Labrador.
Gains were concentrated in trade and information,
culture & recreation respectively.

Since December 2002, the unemployment rate has
increased in New Brunswick, Québec, Ontario, and
Alberta, as labour force went up more than
employment in Ontario and Alberta. Labour force
increased and employment decreased in Québec and
employment decreased more than labour force in
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Newfoundland & Labrador

Real Gross Domestic Product

After an outstanding year in 2002, when real
GDP grew 13.4%, Newfoundland & Labrador’s
economy is expected to expand by 4.0% in 2003,
the second highest forecasted growth rate among
provinces. Further increasesin crude oil output
will continue to drive provincial growth. The
first phase of construction for the Voisey’s Bay
and White Rose projects will also contribute to
Newfoundland & Labrador’s economic
performance.

Newfoundland & Labrador is also expected to be
among growth leaders in 2004.

Inflation Trends
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Newfoundland & Labrador

Consumer Spending
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On ayear-to-date basis, retail sales for 2003 is4.4% *1
higher than last year. Despite a slight decline (1.1%) ** 1
from April to May, the year-over-year level is up 1 4
6.0%. ®
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In May 2003, sales of new motor vehicles increased
by 4.1% on a year-over-year basis. However, the
monthly average since the beginning of 2003 (1,947
vehicles) has been below 2002’ s monthly average
(2,149 vehicles). 351

Redl estate market activity has cooled off so far in
2003. Y ear-to-date unit sales have declined 6.9%
compared to the same period last year. 0
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Newfoundland & Labrador

L abour M ar ket Janeesio Employment Trend*
| |

Employment was up throughout the first six e
months of 2003, as 4,700 jobs were created putting ﬂ
Newfoundland & Labrador (+2.2 %) ahead of other W\f /W
provinces. o] Mbi/ v
Most of the gains were in the services-producing b A ﬁ’/ f\/
sector (+4,100 jobs). Employment grew in 0
information, culture & recreation and natural o
resources sectors while it declined in construction 77 | %% e e e e e e e
and education.

% Unemployment Rate

The unemployment rate declined in the first half of
2003 from 18.5% in December 2002 to 15.4%in ~ * M\s
June 2003, below its June 2002 level (15.9%). 5

N\ A /™

Since 1997, the participation rate has increased 2]
significantly in Newfoundland & Labrador. The
average participation rate of the first half of 2003 is

the highest (58.7%) since the launch of Labour i T~
Force &lrvw In 1976. b:lan-99 Jul-99 Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02 Jan-03

Employment per Industry

Change since % change since
Level % of Total three twelve three last twelve
June 2003 months last months months Dec. months
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Newfoundland & Labrador

Trade

Y ear-to-date exports are up by 0.7% in 2003.
Energy products, which account for close to 60%
of all exports are up 4.7% so far this year.
Increases in daily production at both Hibernia and
Terra Nova are expected to boost total ail
production, which will likely trandate into a rise of
provincial exports in 2003 and 2004. Machinery &
equipment (+106.8%) and industrial goods &
materias (+27.6%) have registered important gains
while forestry products experienced the largest
decrease

(-29.9 %).

Y ear-to-date imports have surged 44.3% due to an
important increase in imports of energy products
(+76.7%). Excluding energy products, imports
declined 29.2%. The increase in imports of ener
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% Prince Edward Island %

Real GDP Growth
(percentage)
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Prince Edward Iland’ s economy rebounded in
2002 with real GDP growth of 5.6%. The

0.0

1 * Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
I mprova‘nmt re” &tm the rxovery Of pOtato Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and

H - The Conference Board of Canada.
crops and associated processing. For 2003,

Prince Edward Island’s GDP growth will likely
be slowed by a decline in tourism activity
resulting from the appreciation of the Canadian
dollar and the Severe Acute Respiratory
Syndrome (SARS).

CPlI Inflation Rate*
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It is expected that 2004 will be a better year, as a
faster pace of expansion in United States and
other parts of Canada stimulate tourism and
demand for manufactured products. GDP is
forecasted to grow by 2.7% in 2004.
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Consumer Spending

For the period January to May 2003, retail sales
are 0.9% lower compared to the same period in
2002. Overal, after reaching alow of $104.8
million in June 2002, retail sales have fluctuated
around $110 million since July 2002.

Real estate activity has cooled off in 2003.
Average unit sales for the period January to May
were 62.1% lower compared to last year.
Housing starts reached a 13 year high in 2002
with 775 units.

Prince Edward Island
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L abour Market

After being relatively stable in the first five
months of 2003, employment surged 3.7% in
June. This resulted in a 2.6 percentage points
decrease of the unemployment rate, which
reached 9.6%, the lowest level since October
1978.

Since June 2002, Prince Edward Island has gained
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Trade

Exports of agricultural & fishing products
are key to Prince Edward Island. Y ear-to-
date total exports have declined by $10.3
million (4.3%), which is largely due to a $6.4
million fall in exports of agricultural &
fishing products.

A year-to-date increase of $3.2 millionin
imports of industrial goods & materials have
contributed to higher total imports.

Prince Edward Island’ s trade balance of
$222.7 million was 5.7% lower compared to
same period in 2002.

Prince Edward Island

=

Share of Total Exports, 2002
Other

Automotive
0.3%

Machinery &
equipment
9.5%
Industrial goods &
materials
2.9%

Energy
0.0%

Agricultural & fishing
74.9%
Forestry
21%

Share of Total Imports, 2002
Other
4.4%

Agricultural & fishing
Automotive
0.9%

Machinery & Energy
equipment 0.0%
15.5%

Industrial goods &
materials
631%

year-to- year-to- % Change
Level date date




Real Gross Domestic Product

In 2002, real GDP growth reached 3.8% on
strengthening consumer spending. Residential
construction, furniture and new car sales all
showed strong increases. Tire production and
fish processing also contributed. Further strength
came from federal government purchases of
helicopters.

For 2003, the prospects are dampened by
developments in two major energy projects;
estimates of natural gas reserves for the Sable
Offshore Energy project were lowered by about
one-third while Encana decided to delay the
Deep Panuke natural gas project. The recovery
in natural gas prices, however, will help support
growth in 2003, expected at 2.7%, aswill arise
in non-residential construction.

The Spring Budget 2003 announced an average
cut of 10% to personal income taxes effective in
January 2004, which should help stimulate

Nova Scotia

Real GDP Growth
(percentage)
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* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.

CPI Inflation Rate*

@ECanada ANS

¥ O L 0N ®w B O O N ® ©




Consumer Spending

Retail sales have been soft for more than one
year, following a strong increase in 2001 which
had brought growth for 2002 at 5.4%. In the first
five months of 2003, however, sales were up
only 0.9% from the previous year. Over the
same period, motor vehicle sales fell 4.0% after
soaring 9.6% in 2002, the third largest advance
among provinces. Coinciding with softening
consumer spending was a deterioration in
consumer finances. The average number of
consumer bankruptcies in the first five months of
2003 was 15.7% higher than in the same period
in 2002. This followed a5.4% declinein
bankruptcies for the full year in 2002.

Housing activity has been brisk in the past few
years. A sharp increase in unit sales in late 2001
brought the number of units sold to 963 in
January 2002, their highest level on record.
Largely as aresult of the rise, average unit sales
for 2002 were up 19.4%. Furthermore, housing

starts rose by 8.5% in 2002 on the back of a
o ) .
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L abour Market

The level of employment rose steadily throughout
2002 and into 2003, bringing the job growth for the
first half of 2003 to 2.3% from the same period in
2002. These gains pushed the unemployment rate
down, close to the low of 8.3% of April 2000.
Furthermore, the employment rate reached 57.8% in
June, the highest level on record.

Full-time employment, which accounts for four out
of five jobs, grew by 1.9% from the first half of
2002, while part-time jobs grew by 4.0%.
Manufacturing employment rose 9.1% and jobsin
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the natural resource sector were up anotable 16.5%. s{ \ SN~
In the service sector, employment was up 1.1%, 70 \ —
following arise of 1.2% in 2002. -
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Trade

Exports in the first five months of 2003 were
up 6.6% from to the previous year, driven by
rising natural gas prices. Excluding energy,
exports were down 5.9% mainly dueto large
declines in agricultural & fishing and
forestry products.

Imports in the first five months of 2003
climbed 28.7% from the previous year and
31.4% if energy is excluded. Automotive
products and machinery & equipment led
this increase and pushed the merchandise
trade balance into a deficit, following
surpluses in 2001 and 2002.

Nova Scotia
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Real Gross Domestic Product

Real GDP Growth
(percentage)

After experiencing economic growth in 2002 close
to the national average, growth is expected to slow
down to 2.8% in 2003. Factors such as the higher
value of the dollar and a weak U.S. economy will

play akey role.

NB —e—Canada

With an economic turnaround predicted in the - -
overall Canadian economy in 2004, growth in New 1998 1000 2000 2001 2002 2003 2004
. . . . * Forecasts are based on a survey of anumber of private forecasters, including the Bank of Montreal, BMO Nesbitt
BrunS’V' Ck |S exp&taj to ra‘na' n n%r 3_00A')’ g|ve’] Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
infrastructure projects such as the twinning of the
Trans-Canada Highway and Irving Oil’ s proposal
to build a $500 million liquefied natural gas plant
near Saint John. CPI Inflation Rate*
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Inflation Trends

Inflation has been on a declining trend in New
Brunswick after reaching a peak of 7.2% in
February. From April to May, a sharp declinein
energy prices growth served as the main driving




Consumer Spending

Despite help from a personal income tax
reduction in January, consumer spending has
sowed. Retail sales have been flat since the end
of 2002. Moreover, new motor vehicle sales
have falen 10.1% since the beginning of the
year.

On the other hand, housing activity remains an
area of strength. Over the first four months of
2003, housing starts were 40% above last year's
level. Housing starts are projected to reach a 20-
year high of 4,300 units in 2003. With building
permits at a historically high level, construction
activity is set to remain robust through most of
the remainder of 2003.

New Brunswick
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L abour Market

The New Brunswick economy lost over 6,000
jobs (-1.8%) in the first half of 2003. During that
period, alower number of job seekers reduced
the labour force by 6,000.

Despite the employment rebound from May to
June which reduced the jobless rate to 10.6%,
New Brunswick’s unemployment rate remained
well above the national average of 7.7%.

The services sector has experienced widespread
job losses so far this year, particularly in
accommodation & food (-4,000) and
transportation & warehousing (-2,000).

Unlike other provinces, employment in
manufacturing has been a pillar of strength since
the beginning of the year with the creation of
nearly 4,000 jobs.

Employment per Industry
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Trade

Over the January-May period, merchandise
exports rose 9.1% compared to the same period
last year, despite lossesin 5 of the 7 major
groupings. A massive gain in energy exports
(+35.9%) comprising 40.6% of the province's
total exports, easily offset losses in other
groups such as industrial goods & materials

(-14.6%) and agricultural & fishing products
(-10.4%).

Merchandise imports gained 10.2% in the first
five months of the year compared to the same
period in 2002. Importsrose in 4 of the 7
principle groupings. Energy (52% of total
imports) led the way with a 17% increase,

New Brunswick
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Real Gross Domestic Product

After rebounding in 2002, Québec’s real GDP
growth is expected to ease to 2.5% in 2003. A
stronger Canadian dollar and a sluggish U.S.
economy, mainly affecting the manufacturing
sector (especially telecommunication and
aerospace equipment sectors), will contribute to
the slowdown. Indeed, the value of Québec’s
manufacturing shipments decreased 4.5% over
the first five months of the year.

On the positive side, domestic demand should
remain strong in 2003, driven by strong
consumer spending and a healthy housing
market.

In line with the anticipated economic recovery in
the U.S., Québec’s real GDP is expected to grow
by 3.0% in 2004.

Quebec ™

Real GDP Growth
(percentage)
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* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
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Consumer Spending

Retail sales have increased by 3.1% since the
beginning of the year. Thisis twice the national
average and the highest rate among provinces.
Moreover, new motor vehicle sales have
continued to grow at a healthy pace.

Despite declines in recent months, Québec’s
housing starts remained high and unit sales are
close to their historical highs.

Lower interest rates will continue to stimulate
the housing market in Québec.

On ayear-over-year basis, Québec’ s housing
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So far this year, Québec has lost 6,000 (-0.2%) jobs, al | /W
full-time. This contrasts with the 123,000 jobs created ™
over the same period last year. Nonetheless, employment s
has increased by 13,000 in the last three months. o] — 7
ﬁé/\/
Employment losses, combined with an increase in the ' :/
labour force, pushed the unemployment rate to 9.3%in ] %
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unemployment rate 0.4 percentage point to 8.9% in June.

In line with a struggling U.S. economy and a stronger % Unemployment Rte
Canadian dollar, employment in the manufacturing sector **°1 e
has declined by 35,000 since the beginning of the year, 5 _\/\
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In the services-producing industries, public 80
administration (+14,000) and educational serviceshave | _/\ /\/ LA
(+10,000) recorded the highest employment gains so far \
this year. On the other hand, the professiona & scientific " 0
sector has lost 13,000 jobs since December 2002. 651
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Trade

The weakness of the U.S. economy and the
recent Canadian dollar appreciation have
greatly affected the province's exports.

Over the January-May period, Québec's
merchandise exports declined 4.9%
compared to the same period last year.

L osses were reported in 4 of the 7 principal
groupings. The industrial goods & materias
(-8.4%) and forestry (-12.6%) sectors, which
accounts for almost 40% of total exports,
recorded important losses. The drop in
exports of automotive products (-41.3%)
coincided with the closing of GM’s
Boisbriand vehicle assembly plant in August
2002.

Québec
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Real Gross Domestic Product

In line with the ongoing weakness of the U.S.
economy, a stronger Canadian dollar and the
negative effects of SARS, Ontario’s real GDP is
expected to increase by only 2.3% in 2003. This
follows an increase of 3.9% in 2002.

The manufacturing sector will be most affected,
especialy the automotive and electronic
industries, of which alarge share of production
goesto the U.S.

Although Toronto’ s diversified economy should
help weather the SARS storm, tourism and
transportation in that city are expected to record
significant losses in 2003.

Asthe U.S. economy recovers, Ontario’s GDP is
expected to grow by 3.2% in 2004.

Inflation Trends

Ontario

Real GDP Growth
(percentage)
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* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
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Consumer Spending

Since the beginning of the year, Ontario’s
retail sales have increased 0.9%, 0.6
percentage point below the national average.
Moreover, sales of new motor vehicles have
declined 1.8% over the last three months
(March to May).

However, residential construction remained
strong as new housing starts and unit sales
have stayed at high levels. Low interest rates
should continue to stimulate the housing
market, but to lesser extent than last year.

On ayear-over-year basis, Ontario’s housing
prices rose by 5.9% in May, second highest to

Ontario
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Ontario

L abour Market

- Employment Trend*
Despite increasing by 17,000 in June, Ontario's e —on
employment decreased 10,000 (-0.2%) in the last three ™ P
months. Nevertheless, 61,000 jobs have been created so ™ 1 / L
far this year, most of them part-time. 108 ] - "

106 N T—] /

/ 1

Slight job losses and more people entering the labour 10 T
force pushed up the unemployment rate 0.8 percentage . | y//
point to 7.3% over the March-June period. Affectedby |
the SARS outbreak, Toronto’s unemployment rate went
from 7'2% to 8'4% durl ng th& pa’IOd' gs.lan-QQ Jul-99 Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02 Jan-03

* Seasonally adjusted

% Unemployment Rate

8.5 -

A weaker U.S. economy and a stronger Canadian dollar
have reduced employment in the manufacturing sector
by 32,000 since the beginning of the year. Construction  *°1
has continued to perform well, creating 19,000 jobsin 5|
the last three months.

7.0 \/\,—\ h/v /_/-/ /\/VJ\/\/
In the services-producing industries, the largest gainsso
far this year have been recorded by hedlth care & social ¢+ \/\ \[\/
~ ]

—— Canada

assistance (+23,000) and financial, insurance, red estate . . |
& leasing (+21,000). In contrast, transportation &
Wa'd"IOUS- ng h$ |O§ 10’0w S nce M arCh' 51?]an-99 Jul-99 Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02 Jan-03
Accommodation & food has lost 2,200 jobs over the

same period, mostly due to SARS.

Employment per Industry

Change since % change since
Level % of Total three twelve three last twelve




Trade

The struggling U.S. economy and the rise of
the Canadian dollar have negatively affected
exportsin al provinces, but particularly
Ontario, which relies heavily on export
markets south of the border (more than 90%
of total exports).

Ontario’s merchandise trade exports fell
4.8% in the first five months of the year
compared to the same period in 2002. The
largest decreases occurred in forestry
(-11.0%) and machinery & equipment
(-8.5%). In line with slowing North
American auto sales and rising inventories,
automotive products exports (half of
Ontario’s exports) fell 6.0%.

Ontario

Share of Total Exports, 2002

Agricultural & fishing

Other 4.3%

6.0%

Forestry
4.0%
Energy
1.0%

Industrial goods &
materials
16.4%

Automotive
471%

Machinery &
equipment
21.3%

Share of Total Imports, 2002

Agricultural & fishing

Forestry
0.6%

Industrial goods &
materials
19.0%

Automotive

Machinery &
equipment
29.5%

year-to- year-to- % Change
Level date date




Real Gross Domestic Product

Real GDP growth in 2003 is expected to remain
near the level achieved in 2002 (2.4%).

Output in Manitoba' s agricultural sector is
expected to contribute to growth in 2003 so long
as seasonal precipitation levels recover after the
dry conditions experienced in 2002. At the same
time, other sectorsin Manitoba' s relatively
diverse economy may pick up some slack. The
province’' s manufacturing sector is expected to
sustain overall growth in 2003, athough
shipments have declined 2.8% since the beginning
of the year.

Manitoba s construction sector is expected to do
well in 2003, stimulated by low interest rates and
arelatively healthy labour market.

In 2004, GDP growth should strengthen
somewhat, remaining close to the national

Manitoba

Real GDP Growth
(percentage)

MB —s—Canada

1998 1999 2000 2001 2002 2003* 2004*
* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
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Consumer Spending

In 2002, retail salesin Manitoba advanced
7.2% with auto service, motor vehicle, and
household goods sectors contributing most to
the increase.

Consumer spending continued to increase in
2003 with retail sales growing 1.3% since
December in Manitoba compared to 1.5%
nationally. New motor vehicle sales rebounded
after plunging in January, partially accounting
for the increase.

Over the January-May period, housing starts
fell but unit sales remained at high levels.
Manitoba s housing prices rose 3.9% in May on
ayear-over-year basis.

Manitoba

Retail Trade*
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L abour Market

Manitoba s employment growth was below the
national trend in 2002. Also, the province's
labour force grew 1.6% compared to 3.1% in
Canada.

In the last three months (April to June), total
employment in the province advanced 0.4%.
Employment in services contributed more than
the goods sector, which contracted 0.5
percentage point. Manufacturing employment
declined 2.5%.

Manitoba s unemployment rate, 4.6% in June,
remained the lowest in the country.
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Trade

The rapid appreciation of the Canadian dollar
impacted Manitoba' s exports, which declined
5.6% from January to May compared to the
same period one year ago.

Exports of agricultural & fishing products
were down 12.6% and energy products
declined 14.7%. An increase in industrial
goods & materials exports countered the
declines.

Imports fell 3.5% during the same time
period, resulting in atrade deficit of $887
million.

Manitoba

Share of Total Exports, 2002

Other
7.3%

Automotive
6.0%

Machinery &
equipment
20.5%

Agricultural & fishing
28.7%

Forestry
Industrial goods & 5.6%
materials
181% Energy
13.8%

Share of Total Imports, 2002
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Industrial goods &
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Machinery &
equipment
45.8%
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Real Gross Domestic Product

Saskatchewan experienced negative growth
(-1.4%) in 2002 as drought- like conditions
impacted the agricultural sector, and aso
affected exports. A sowdown in
manufacturing further reduced growth.

Economic activity is expected to pick up in
2003, with a rebound in the agricultural sector
boosting growth to 3.9%, making
Saskatchewan a provincia growth leader for
the year.

For 2004, economic growth in Saskatchewan is
expected to be near the national average of
3.2%.

Real GDP Growth
(percentage)

==K —e— Canada

-02

| m—
1998 1999 2000 -

* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
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Saskal

‘chewan

Consumer Spending

Exceeding the national trend, retail salesin
Saskatchewan grew 4.5% in 2002, thanks to a
rebound in employment and renewed consumer
confidence.

Retail sales have increased 1.3% since the
beginning of 2003. Strong increases in sales
earlier in the year, particularly in the
automotive sector, boosted sales growth in
Saskatchewan above the national average.

Although new motor vehicle sales increased
from April to May, they declined 2.2%
compared to three months ago (March to May)
and 3.5% from May 2002.

Housing activity was robust in the first five
months of 2003, with housing starts increasin

Retail Trade*
128 4 (Jan f9 = 100)|

] L, s
| ]
v

2 /)
"l

Jan-99 Jul-99 Jan-00
* May 2003 isthe|ast available data point.

Jul-00 Jan-01 Jul-01 Jan-02 Jul-02 Jan-03

Housing Activity*

9.0 4 ——Starts Unit Sales




Saska
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L abour Market

The Saskatchewan labour market added 21,600
jobs (+4.4%) in 2002. The services sector —
including retail, health care, and education —
contributed most to employment growth in
2002.

Employment growth in 2003 has slowed, with
an addition of only 500 jobs since January.

Total employment edged up 0.3% in the last
three months. Gains in agriculture and trade —
two of Saskatchewan'’s largest sectors —were
partialy offset by reductions in some services
positions including administrative, and
financial, insurance, and real estate (FIRE).
Manufacturing employment also declined
during the time period.

t0 5.3% in June.
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beginning of 2003, the unemployment rate fell
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Saskatchewan

Share of Total Exports, 2002
Other Automotive
14%

A 0.9%
Machinery &

equipment
4.2%

Agricultural & fishing

Industrial goods & 34.4%

materials
29.5%

Trade

Forestry
5.2%

Exports declined 6.2% from January to May
compared to the same period one year ago.

Energy
24.5%

Share of Total Imports, 2002

Other

A steep rise in energy products exports Automotive_ 7%
(+61.7%), mostly due to price increasesin oil
and natural gas, was not sufficient to offset the
decline in other sectors. Exports of

agricultural & fishing products were down
28.4% with Saskatchewan’s cattle industry,
Canada’ s second largest after Alberta, Machinery &
undoubtedly affected by the U.S. ban on o
Canadian beef. Moreover, the strong Canadian

dollar impacted exports of industrial goods &

materials (-22.1%) and automotive products Merchandise Tr B

(- 150(%)) . year-to- year-to- % Change
Level date date

Agricultural & fishing

Energy
15%

Industrial goods &
materials
29.4%




Real Gross Domestic Product

Alberta’s economy decelerated in 2002, as
growth fell to 1.7%.

In 2003, economic activity should be boosted
by the energy sector, as oil pricesincrease.
However, Alberta s output growth will be
hampered by the bovine spongiform

encephal opathy (BSE, or mad cow disease).
Alberta’ s economy is forecasted to grow 3.5%
this year.

Growth should continue to build in 2004 when
Alberta sreal GDP is expected to increase by
3.9%.

Inflation Trends

Alberta

Real GDP Growth
(percentage)

E==AB —e—Canada

1998 1999 2000 2001 2002 2003* 2004*
* Forecasts are based on a survey of a number of private forecasters, including the Bank of Montreal, BMO Nesbitt
Burns Economics, CIBC, Desjardins, National Bank, Royal Bank, Scotiabank Group, Global Insight, TD Bank and
The Conference Board of Canada.
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Alberta

Retail Trade*
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Consumer Spending 1 4 /\/
1: / w,w’
Since the beginning of the year, Alberta' s retail ] /\/f,\/
sales have risen 2.7%, the highest increase after o) _/_/\///\"
Québec. However, sales of new motor vehicles 1 ] /&
declined 2.1% over the same period. -
After posting strong growth at the beginning of
the year, housing starts fell in May. On the
other hand, unit sales were virtualy unchanged
during the first five months of the year.
ooe Housing Activity*
Housing prices increased 5.3% in May, on a = S S P
year-over-year basis N /_//\f\,_\,
430 f\ _\/\__/—/
With the economy expected to grow by 3.5% s f\wﬁ\/\
and 3.9%, respectively this year and the next, = A
the picture remains bright and should improve =4 A ~ ]




L abour Market

Since last December, total employment has risen
by 0.9% (+15,000). The increase was much more
pronounced in the part-time category (+4.2%)
than in the full-time category (+0.2%).

Since last December, Alberta’s unemployment
rate has increased from 4.9% to 5.1% (the second
lowest rate in the country).

The trade sector posted large employment gains
(+10.4%) since the beginning of the year. The
largest drops were recorded by the utilities sector
(-13.1%) and management & administrative
services (-10.8%).

Helped by the energy sector, employment in
natural resources has increased 6.7% since the
beginning of the year.
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Trade

Over the January-May period, Alberta’ s exports
have risen by 37.9% compared to the same
period last year. This stellar growth has been
largely propelled by a 70.8% growth in energy
products exports.

Agricultural & fishing products exports have
falen by 15.6% over the first five months of the
year compared to the same period last year. Mad
cow disease, and the resulting ban on Canadian
beef imports in several countries, could continue
to be adrag on the sector.

Alberta’s imports have also posted double digit
growth (+11.5%) over the January-May period,
on ayear-over-year basis. Machinery &

equipment, which represented more than half of
Alberta s imports in 2002, have falen 1.1% so

Alberta

Share of Total Exports, 2002
Other
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9.0% Forestry
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year-to- year-to- % Change
Level date date
(in million of dollars) 2002* 2003*
Total Exports 18,571.9 25,617.0 37.9




A British Columbia A

Real Gross Domestic Product Real GDP Growth

(percentage)

BC —e—Canada

Following an increase of 1.8% in 2002, British
Columbia’ s real GDP growth is expected to
grow by only 2.2% in 2003. This is the lowest
anticipated growth among provinces.

- _0.2

While the softwood lumber dispute with the U.S. 1008 1956 2000 2001 200 003 200m
remains an important factor affecting the Bt Ecomon 1B, s arhites Natinsl Bk Ryl Be, Soiabar Crou, Slacel nsihe, T Bark e
province' s economy, a stronger Canadian dollar fheconterence Boardef ansda

and asluggish U.S. economy will also dampen

economic growth this year.

CPI Inflation Rate*

Canada @B C

On the positive side, the construction industry as
should continue to benefit from low interest
rates. Moreover, the successful bid for the 2010
Winter Olympics will also improve the
industry's outlook, but tangible benefits will be
felt later on.

In Ilne Wlth the antl CI pataj rmovery Of the U.S. * COI'IS?.IZI‘HEI' Price Index (CPI) % change-year-:ver-ye-ar - - - ;y-
economy, British Columbia s real GDP is '
expected to grow by 3.1% in 2004.
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After peaking in February, British Columbia's 4 e M‘f/v

retail sales have been losing steam lately, ® ]

declining 2.3% over the past three months. ] ?f

Moreover, sales of new motor vehicles dropped W

5.5% during the same period. ] /%
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close to their historical peaks. Also, on ayear-

over-year basis, housing prices rose by 5.0% in

May.

Over the January-July period, the Conference o)

Board's index of consumer confidence has 1000, Housing Activity

increased by 11.9%, the highest growth among 20 el AN L~

provinces. . P
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The combination of low interest rate and w00
improving consumer confidence should lead to 200 Py
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Since last December, British Columbia has gained 106 /
12,000 jobs (+0.6%). However, job creation appears to /
be losing steam as total employment fell by 13,000 1 - VA
over the past three months, all in part-time (-31,000). .. | T /T
i . 102 /ﬁ/\/\/\ /\/\/
In line with recent employment losses, the /\/ \A,
unemployment rate increased from 7.7% in Marchto 10 4
8.3% in June. .
So far this year, employment in the goods-producing | Seasonally adjusted
sector has increased by 8,000 (+1.8%), but fell by
11,000 (-2.6%) in the last three months, mainly in % Unemployment Rate
manufacturing (-6,500) and agriculture (-6,000). 100, ——canada ——8¢C

Despite small losses since last December, employment 5|
in the construction sector will likely benefit from the 00
successful bid of the 2010 Winter Olympics.

In the services-producing industry, the highest :: J\%

.

employment gains have been recorded by management ) AZ /\/ «/\J
& administrative (+7,000) and educational (+7,000) "1 DA

since the beginning of the year. However, certain 651

areas, such astrade (-8,000) and financia, insurance, 60

rw estate & |%sng (_7’000) have rmordaj ngﬂcmt Jan-99 Jul-99  Jan-00 Jul-00 Jan-01 Jul-01  Jan-02 Jul-02 Jan-03
losses over the same period.
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Trade

British Columbia’ s merchandise exports
increased 5.8% in the first five months of the
year compared to the same period a year ago.

In line with high natural gas prices, exports of
energy products have more than doubled its
value of exports compared to last year. On the
other hand, exports of forestry products (47.0%
of exportsin 2002) were down 15.2%, as
punitive tariffs imposed by the U.S. on
Canadian producers took their toll on the
industry. While arecent (preliminary) decision
by the World Trade Organization sides with
Canada, producers are still subject to combined
"countervailing/anti-dumping” tariffs.

Share of Total Imports, 2002

Agricultural & fishing

Industrial goods &
materials
144%

Automotive

Machinery &
equipment
27.0%

Merchandise Trade. Customs-Based
year-to- year-to- % Change
Level date date
(in million of dollars) 2002* 2003*
Total Exports 12,165.6 12,867.6 5.8




® Territories

¥

Consumer Spending

Retail activitiesincreased in al territories over the
first five months of 2003. Nunavut posted the
strongest increase on a year-over-year basis (9.6%)
followed by the Northwest Territories (6.5%) and
Y ukon (3.4%).

Inflation Trends

After reaching levels above 4% in March, CPI
inflation decreased below the national average in
June in the Northwest Territories and Y ukon.

L abour Markets

Retail Trade*
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