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Immigration brake in full swing

By Daren King

= The Canadian government announced a cutback in immigration in 2024,
leading Statistics Canada to forecast population growth of just 0.3% for
2025. As we expected, the task of reducing the number of non-permanent
residents is more complex than the authorities had anticipated, so
population growth should be more than double the statistical agency's
forecast at 0.7%, which is essentially in line with our previous forecasts.

= At the regional level, population growth in 2025 should be stronger
than forecast by Statistics Canada in all provinces, except for Ontario
and British Columbia, where the reduction in non-permanent residents
is more marked due to the higher proportion of this population. In
addition, interprovincial migration is more negative than anticipated in
these two provinces.

= Conversely, population growth will be much stronger than expected in
Quebec and Alberta, notably due to a positive contribution from the
balance of non-permanent residents in 2025. Alberta also benefits
from a high influx of permanent residents and continues to attract large
numbers of Canadians from other provinces.

= The latest data show that the reduction in the number of non-
permanent residents is gaining momentum, leading us to revise our
growth forecasts for the coming years slightly downwards, to 0.2% in
2026 and 0.4% in 2027, annual lows never seen before.

= At the provincial level, most of the Atlantic provinces, as well as Quebec
and British Columbia, should see their populations decline in 2026. The
Prairie provinces should remain the leaders in population growth, with
Alberta in the lead, followed by Saskatchewan and Manitoba.

= The slowdown in population growth will have a significant impact on
potential GDP growth, which is expected to slow from around 3.0% in
2024 t0 1.3% in 2025 and 1.0% in 2026, with wide variations by province.

A drastic change

The recent publication of Statistics Canada's demographic data for the 1t
quarter of 2025 provides us with an opportunity to assess the evolution of
the country's demographics following the new migration policy announced
by the federal government in 2024, and at the same time to revise our
forecasts for Canadian population growth.

As a reminder, the federal government made significant changes to its
migration policy’ last year in the wake of record population growth from
2022 to 2024, which put pressure notably on the housing sector. Indeed,
the government first announced that it was reducing its initially planned
permanent immigration targets from 500K to 395K individuals for 2025 and
to 380K for 2026, in addition to setting the threshold for 2027 at 365K
individuals. The government has also signaled its intention to reduce the
proportion of non-permanent residents (NPRs) to 5% of the total population
by the end of 2027. To achieve this, the number of NPRs would have to
decrease by 446K individuals in 2025 and 2026, before increasing
modestly by 17K in 2027. On a calendar-year basis (January 1%t to
December 31), these targets would result in a 0.2% decrease in the total
population in 2025 and 2026, followed by 0.8% growth in 2027.

1 Government of Canada reduces immigration - Canada.ca

July 21, 2025

Following these important announcements, Statistics Canada has made a
complete revision of its demographic forecasts at the beginning of 2025.
To fully understand these forecasts, it is important to note that the statistical
agency works on a census-year basis, and not on a calendar basis, i.e. by
measuring population change from July 1%t to June 30. Our population
forecasts are also made on this same basis. In its M4 medium-growth
scenario, Statistics Canada forecast a decrease in the NPR balance of
268K individuals in 2025 (July 1%, 2024 to June 30, 2025), 440K in 2026
and 222K in 2027. As for permanent immigrants, their scenario estimated
a flow of 427K individuals in 2025, 388K in 2026 and 373K in 2027. As a
result, the Canadian population would grow by a meagre 0.3% in 2025,
before declining by 0.2% in 2026 and rising again by 0.3% in 2027.

Canada: Population projections from Statistics Canada
Annual population change. Breakdown by category. M4 average growth scenario
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Anaemic population growth in Q1

In Q1 2025, the Canadian population remained essentially stable
compared with Q4 2024, the smallest variation for this period of the
year on record. This weakness was mainly due to an even more
negative contribution from the NPR balance, while the number of
permanent immigrants was similar to the previous quarter.

Canada: Population growth slows due to NPRs
Quarterly population change. Breakdown by category.

500 ¢
Individuals (000)

= Natural

400 - = Permanent immigration
m Emigration
= Balance of non-permanent residents

Total change

300 -

200 -

100 - ¢

-100 -
N & > N ) > &SP
S HFLIFIS IS IS IS
T I S R S SR AR AR A UG U Ry s
L R A N S S S S i S S i S i S S i

NBC Economics and Strategy (data via Statistics Canada)

Economics and Strateqy website



https://www.nbc.ca/about-us/news-media/financial-news/financial-analysis.html
https://www.canada.ca/en/immigration-refugees-citizenship/news/2024/10/government-of-canada-reduces-immigration.html

A closer look at the Q1 2025 data shows that the government is on
track to meet some of its targets. With three quarters done in the 2025
census year ending June 30, the permanent immigration target in
Statistics Canada's demographic scenario is well on track. Indeed, with
332K new permanent residents in the first three quarters, including
104K in Q1 2025, it's a safe bet that the 427K target will be reached
with one quarter to go. For the authorities, meeting this threshold is a
bureaucratic formality, since the government has full control over the
issuance of permanent residencies.

Canada: Permanent immigration on track to meet its target
Quarterly admission of permanent immigrants. Census year 2025
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However, achieving the RNP reduction target is a complex challenge,
since the government does not have full control over the flow of this type
of immigration. After three quarters, the net RNP balance was down by
only 42K people, compared with a target of 268K. Although we are
seeing an increasing number of net outflows in Q1 2025, reaching the
target set by the government seems out of reach, since the pace
recorded in the last quarter would have to more than triple to do so.

Canada: A non-permanent immigration target out of reach
Quarterly net balance of non-permanent residents. Census year 2025

100
Individuals (000)

. 47.2
o -28.3
S0 611 1
100 Target
-268,200

-200

-250

-300

202473 202474 2025T1 2025T2

NBC Economics and Strategy (data via Statistics Canada)

Slowdowns vary at regional level

However, the slowdown in population growth observed across the
country is not occurring uniformly in all provinces. The deceleration has
been most marked in Ontario and British Columbia, where
interprovincial migration has been much more negative than
anticipated, and NPRs have fallen sharply. However, the declines in

2 Planification 2025 de |I'immigration au Québec | Institut du Québec
3 Planifier un atterrissage en douceur : analyse économique des enjeux en immigration au Québec -
Chaire de recherche Jacques-Parizeau en politiques économiques

NPRs in these two provinces are still less than Statistics Canada had
forecast to achieve the federal government's target.

Canada: Slower growth across the board
Annual population growth (%)
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Conversely, Alberta and Quebec are among the provinces where the
slowdown has been least marked. In the case of Quebec, population
growth has defied expectations so far in 2025, and is simultaneously
stronger than in Ontario and British Columbia, a first since 1962.

Quebec: Stronger growth than Ontario and British Columbia
Annual population growth (%)
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As it turns out, the outflow of RNP in Quebec was much lower than
expected. In fact, the balance of NPRs remained positive in the first two
quarters of the census year and was only marginally negative in Q1 2025.
As a result, this demographic component is poised to make a positive
contribution to population growth in 2025, whereas Statistics Canada
forecasts predicted a net negative balance of 52K people. However, given
the moratorium imposed on certain permanent immigration programs in
the province since last fall, the number of permanent residents is on track
to be lower than anticipated, partially offsetting the upward surprise in
NPRs. Since these two categories represent communicating vessels, it's
not surprising that a lower number of permanent residents should lead to
a higher number of RNPs. Indeed, one way to reduce the number of RNPs
in the country is to grant permanent status to some of them who wish to
stay. However, with the provincial government intent on further lowering its
permanent immigration targets, we believe it will be even more difficult to
substantially reduce the number of RNPs. That's why, like several other
economists??® we believe that the provincial government is on the wrong
track in wanting to massively lower permanent immigration thresholds at
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this time. In fact, we believe that the thresholds should even be raised
temporarily, but with admission criteria that are more targeted to the
province's needs and favor well-established RNPs who wish to stay.

As for Alberta, population growth in the province continues to defy
gravity for several reasons. Firstly, as in Quebec, the NPR balance
continued to be positive in the first two quarters of the census year,
then only marginally negative in Q1 2025. This demographic
component is therefore on track to make a positive contribution to
population growth in 2025, whereas Statistics Canada forecasts
predicted a net negative balance of 29K people. Secondly, permanent
immigration has continued to increase in recent quarters, despite the
lowering of thresholds in this category by the federal government.
Finally, the balance of interprovincial migration continues to be largely
positive in the province, albeit at a slower pace. In Q1 2025, Alberta
posted a positive net migration of 7,200 people, half of whom came
from Ontario (3,600) and a quarter from British Columbia (1,900). As it
turns out, Ontario's unemployment rate is now 1 percentage point
higher than Alberta's, the highest gap in ten years. What's more, the
real estate market in Alberta is much more affordable than in Ontario
and British Columbia, prompting many Canadians to relocate.

Alberta: Strong interprovincial migration from Ontario
Quarterly interprovincial migration balance to Alberta from Ontario and difference (%) between the unemployment
rate in Ontario and Alberta
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Revising our forecasts:
From wishful thinking to reality

Given the scale of the challenge of reducing the proportion of RNPs to
5% of the total population, we've always been a little skeptical when
drawing up our demographic forecasts. Indeed, following the
announcements, we had assumed that the reduction in the number of
RNPs between 2025 and 2027 would only be 50% of that forecast in
the Statistics Canada scenario, i.e. 465K individuals instead of 930K.
With the release of Q1 2025 demographic data, this gives us the
opportunity to measure the government's ability to achieve its
objectives, and to revise our assumptions and demographic forecasts
if necessary.

With only one quarter remaining in the 2025 census year, it is clear that
the decrease in the number of RNPs will be much less than forecast by
Statistics Canada, with around 40-45% of the target achieved. As a
result, population growth for the coming year will be higher than
anticipated in all provinces, except for Ontario and British Columbia,
where more negative interprovincial migration than anticipated and a
sharp drop in RNP mean that population growth will be essentially in
line with the Statistics Canada scenario. For our part, our forecast for
2025 remains essentially unchanged at 0.7% (+297K), roughly double
the 0.3% forecast by Statistics Canada.

Canada: Stronger-than-expected growth
Annual population change (%). Statistics Canada forecast and current (July) and previous (January) forecasts
by NBC
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Given the sharp decline in NPRs in Q1, we have revised upwards our
assumption for achieving the NPR reduction target for future years. For
2026, we now anticipate that the annual target will be reached at 66%
(instead of 50% previously) in all provinces, with the exception of
Quebec, where we have maintained our assumption at 50% due to the
provincial government's desire to further lower the permanent
immigration threshold, which will limit its ability to reduce the number
of NPRs on its territory. For 2027, we estimate that the annual target
will be reached at 75% in all provinces, with the exception of Quebec,
where we forecast 65%. As a result, we expect the number of NPRs to
fall by almost 550K between 2024 and 2027, as opposed to the 930K
estimated in the Statistics Canada scenario. In our forecast, the
government will still manage to take a considerable step towards
reducing their weight to 5% of the Canadian population, with their
proportion dropping from 7.3% in 2024 to 5.9% in 2027.

Canada: Fewer non-permanent residents, but still far from the target
Change in the balance of non-permanent residents. Statistics Canada forecast and current (July) and previous
(January) forecasts by NBC
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As a result, after growth in line with our initial forecasts in 2025, we
have revised our population projection downwards from +0.3% to
+0.2% in 2026 (+67K individuals), but it should remain positive contrary
to Statistics Canada projections. For 2027, population growth should
accelerate to 0.5% (169K individuals, previously 0.4%), while the NPR
balance will no longer be negative.
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Canada: Slower growth expected, but contraction avoided
Annual percentage change in population. Statistics Canada forecast and current (July) and previous (January)
forecasts by NBC
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At the regional level, many provinces are likely to experience a decline
in population in 2026, despite an increase at the national level. This will
be the case in Newfoundland & Labrador, Quebec, British Columbia,
Nova Scotia, and New Brunswick. Ontario could remain slightly in
positive territory in 2026, but slightly higher-than-expected NPR
outflows could tip it into contraction. One thing is certain, the Prairie
provinces will remain the champions in terms of demographic growth,
with Alberta in the lead, followed by Saskatchewan and Manitoba. For
2027, all provinces should return to growth, except Newfoundland &
Labrador, due in particular to a negative contribution from natural
population change.

Canada: Very different provincial realities
Annual population change (%). NBC forecasts
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Implications for economic growth

The demographic fluctuations we have experienced and will
experience in the coming years represent a major challenge for
demographers and economists when drawing up their projections.
Historically, population growth has been relatively easy to integrate into
macroeconomic scenarios, dictated by natural increase and a
predictable immigration policy. This has no longer been the case since
2022, due to the evolution of NPRs, and uncertainty will persist until
2027 as the government attempts to reduce this population. The data
for the last few quarters support our view that it will be very difficult, if
not impossible, to reach the 5% RNP target in 2027. This means that
we expect economic growth to be stronger than Statistics Canada
suggests, but still very weak on a historical basis.

This has implications for our estimate of potential GDP for the
Canadian economy. With this demographic slowdown, we need to

adjust our expectations downwards as to the level representing good
economic growth in 2026. According to our estimates, potential GDP
growth will be in the region of 1.0% (compared with close to 3% in 2024
and 1.3% in 2025), with wide variations from province to province.

Canada: Potential GDP growth set to decline in 2026
Annual change (%) in potential GDP
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