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Navigating the 2020s
How Canada can thrive in a decade of change

Greener, Greyer,
Smarter, Slower
The 2010s was a decade of recovery and restructuring.

The challenges appear daunting, but Canada has a

Post-crisis, the global economy struggled to generate

number of strengths to apply, led by an educated,

sustained growth, while the emergence of new

immigrant-rich and diverse population. Keeping

technologies—cloud computing, smart phones,

our doors open to the world’s best and brightest,

artificial intelligence—began to disrupt every sector.

diversifying our trading partners, and reducing

The 2020s could see equally profound change, as

internal barriers to trade will be essential steps to

those economic and technological trends collide

maintaining and potentially boosting our standard

with the growing forces of climate change and

of living in the 2020s. So will policies—enhancing

demographic disruption.

education and skills training—to help our human

By 2030, Canada’s economy could look significantly
different. A country whose economic identity has
long been bound to natural resource extraction will
accelerate its transformation into a services economy.

capital innovate and thrive. And we’ll need to keep
working on closing wage gaps—for women and for
immigrants—if we are to fully realize our collective
potential.

Aging will present challenges to governments facing

This report explores some of the challenges ahead,

rising healthcare costs and a big tab for elderly

as well as opportunities for Canada to thrive in a

benefits. For cities and for builders, we may need

decade of change, when ideas and ambition will

a rethink of housing policies—and indeed how we

matter more than ever.

develop cities and towns—to ensure the growing intergenerational tensions over housing affordability are
resolved.
That won’t be easy in a world that may not see robust
global growth any time soon. The slowing down of
major economies—notably the U.S., Europe and
China—will continue to test monetary authorities and
lead governments to apply fiscal levers.
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1 Greener
The Challenge
As the world warms, planning for a more sustainable
future has shifted from a medium-term goal to
a pressing need. For Canada, there’s particular

DOMESTIC ENERGY USE IS EXPECTED
TO DECLINE

urgency: a 2019 federal report noted that the

The Canadian Energy Regulator’s base case is for

country warmed 1.7°C between 1948 and 2016—twice

energy use per capita to decline almost 9% by 2030,

the global rate.

and energy use per unit of economic output by more

Canada’s investment in pollution abatement and
control increased tenfold in the past decade and
will demand even more resources in the 2020s. The
federal government’s 12-year Investing in Canada
plan has allocated $27 billion to green infrastructure
investment, and $7 billion in projects have already
been approved. The private sector is also doing
its part—Petro-Canada just completed the final
charging station in its coast-to-coast electric vehicle
charging network.

than 16%.
Canadians will be slow to get off fossil fuels, but a shift
from coal to natural gas in electricity generation is
expected to reduce the emissions intensity of fossilfuel consumption. And demand for oil and refined
petroleum products is expected to decline due to
increased efficiencies in modes of transportation.
Lower costs for clean technologies will also help
reduce the emissions intensity of electricity

Climate change could influence Canadian farmers’

production. Installed capacity of wind and solar is

crop choices, put strains on existing infrastructure

expected to increase by nearly 50% in the next decade

including ports and coastal roads, and determine

and will account for 9% of electricity generation in

the location of future residential developments. It’s

2030, the CER says.

no wonder central banks and investors have turned
their attention to assessing the systemic risks
climate change could pose.

US$2.4 trillion

Amount committed to carbon-neutral
investment portfolios by 2050 by an alliance of
the world’s biggest insurers and pension funds
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AVERAGE RESIDENTIAL GHG EMISSIONS
PER HOUSEHOLD

2010

2020

3.6

2030

2.7

2.3

tonnes tonnes tonnes
2

4 of the 5 costliest Canadian
insurance events of this century took
place in the last 6 years.

Tab = $7.3B

CLIMATE CHANGE COSTS WILL WEIGH HEAVILY ON
INSURERS AND THE INSURED

2016

Fort McMurray fire

2013

Southern Alberta
flood $1.7B

2013

Greater Toronto
area flood $1.0B

2018

Southern Ontario
and Quebec
windstorm/flood

$3.9B

A warmer planet means more intense and frequent extreme weather
events, and Canada hasn’t been immune. For insurers, this has
meant a surge in annual claims. From the first decade of the century
to the second, the average number of catastrophic events per year
almost doubled, while the average annual reported insured losses
quadrupled (from $0.5 billion/year from 2000-2009 to $2.02 billion/
year from 2010 to 2018).*
Canadian households and businesses have paid the cost. Last year,
half of Canadian businesses said they were struggling with high
insurance costs, up from 43% the year before. Household spending
on home insurance premiums has grown at almost twice the clip of
overall spending over the past decade, with Canadian households
paying an average of $700 for home insurance in 2017, up 35% from

$0.7B

2010. The risk of further increases is high.
* Data from the Insurance Bureau of Canada

COMMERCIAL PROPERTY PREMIUMS
HAVE RISEN 5% ANNUALLY SINCE 1995
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SOURCE: INSURANCE BUREAU CANADA, RBC ECONOMICS
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The Opportunity

CANADIAN CRUDE OIL PRODUCTION
(MILLIONS OF BARRELS/DAY)

EXPORTING ENERGY TECHNOLOGY

2010

Canada will remain a major producer and supplier
of energy to the rest of the world. That role will
increase as new oil pipelines are built and LNG

2020

2030

2.8 4.9 5.7

export capacity comes on stream. We expect

demand is growing much faster than in Canada, can

Canadian oil sands producers, already large

help replace coal in electricity production, just as

investors in clean technology, to continue to invest

natural gas is doing here in Canada.

in measures that will further reduce emissions per
barrel. Doing so will help Canada keep domestic

As climate concerns mount, Canada’s challenge will

emissions under control (the oil and gas sector

be to better sell ourselves as a responsible, cleaner

accounts for more than one-quarter of Canada’s

energy producer. We already compare favourably

GHG emissions) and ensure the oil we export is as

to other oil-producing countries in Environmental,

cleanly produced as our competitors.

Social and Governance rankings. Canada’s oil and
gas industry invests $1.4 billion a year in clean

Canada’s natural gas exports can also play a role in

technologies, according to the Clean Resource

reducing emissions intensity abroad. LNG shipments

Innovation Network, and 12 Canadian companies

to emerging economies in Asia, where energy

were among the top 100 companies in the 2019 Global
Cleantech 100, an annual ranking of the companies
leading in sustainable technology innovation. Ottawa
has set out an ambitious target of turning Canada’s

The GDP of Canada’s clean energy
economy is $62B, with the biggest
component being renewable and
alternative energy supply.

leadership in clean technologies into one of Canada’s
top-five exporting industries by 2025. Its goal: a
cleantech sector that would generate $20 billion in
exports midway through the decade, compared with
$7.8 billion in 2016.

ESG RANKINGS

TOP 10 OIL PRODUCERS*

ESG country
ranking
Petroleum
production
(mmb/d)

6
5.4

Canada

15
17.9

United States

26
3.8

United Arab
Emirates

41
2.9

Kuwait

*excludes Iraq and Iran (unranked on ESG)
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46
12.4

Saudi Arabia

47

53

54

60

2.1

3.4

11.4

4.8

Mexico

Brazil

Russia

China

64
2.1

Nigeria

SOURCE: ROBECOSAM, EIA, RBC ECONOMICS
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CANADA’S ENVIRONMENTAL AND CLEAN
TECHNOLOGY SECTOR
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SOURCE: STATISTICS CANADA, RBC ECONOMICS

EMBRACING GREEN FINANCING
Investments required to make a shift to a greener future in
Canada will be expensive. The good news: global financial
markets have signaled growing appetite to finance the
transition through green bonds, whose proceeds are used in
projects that will mitigate or reduce climate change. Canada’s
first green bond, for US$300 million, was issued in early 2014.
There are now around US$15 billion in Canadian-issued green

SHARE OF GLOBAL
GREEN ISSUANCE

25%

GREEN ISSUANCE/TOTAL ISSUANCE 2016-2018

20%

bonds outstanding. While green bond issuance remains a
small fraction of total global bond issuance, it rose to US$150

15%

billion in 2018 from just US$1 billion a decade ago. Certified
green bond issuers have achieved favourable terms due to
high demand and scarcity of supply.

10%
5%

sector and highly educated population.
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Canada’s abundance of resources, well-developed financial
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to take the lead on next-generation clean projects, given

in

sector issuers leading the way. There’s plenty of opportunity

Ch

it has seen its green bond market grow steadily, with public

a

While Canada remains a smaller player than China or France,

SOURCE: BLOOMBERG, RBC ECONOMICS
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2 Greyer
The Challenge
The loudest sound of the 2020s may be the ticking

2030) will be a problem for governments, who will

of the demographic time bomb. Canadians are living

have to shoulder an increased burden.

longer and having fewer babies. Add the advancing
age of the baby boom cohort, and Canada is set to
join a growing club of super-aged societies. By the
end of the decade, close to one in four Canadians
will be seniors, up from 17% now.
Aging is likely to transform our society in significant
ways—from increasing demands on our healthcare
system and changing the types of housing we
build, to boosting demand for group leisure travel
and seniors-friendly sports. We may not be able
to predict all of the consequences at this stage.
But one thing’s for sure: working-age Canadians
will feel the financial squeeze. There will be fewer
of them to shoulder the additional costs of our
aging society. In 2010, there were 2.3 working-aged
Canadians for every youth and senior. By 2030 we
expect that number to fall to 1.7. The slowing growth
of the labour force (which will actually cause the
participation rate to fall from 65% today to 62% by

While Canada’s strong rate of immigration will help
offset those pressures, supporting and caring for a
larger number of older Canadians will be a primary
theme of the 2020s.

MEDIAN AGE IN CANADA

2010

2020

2030

39.8 40.8 42.3
SENIORS’ SHARE OF LABOUR FORCE

2010

2020

2030

2.8% 4.8% 6.5%

2.2

2.0

1.8

WORKING-AGED CANADIANS WILL
CONTINUE TO FEEL THE SQUEEZE

NUMBER OF WORKING-AGED POPULATION FOR EVERYONE OVER 65 OR UNDER 14

2000

2010

2020

2030
SOURCE: STATISTICS CANADA, RBC ECONOMICS
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COSTS OF CARE COULD CROWD OUT OTHER
SPENDING INITIATIVES
The financial demands of an older population will make it
harder for governments to fund key growth priorities like
education and skills development, let alone the vote-getting
niche initiatives they often advance at election time. All levels
of government will feel pressure from a shrinking tax base.
Caring for seniors will consume 55% of provincial and territorial
healthcare budgets in 2030 versus 45% now. Demand for longterm care beds alone could cost the provinces $50 billion in
construction costs by 2035.
Ottawa, meanwhile, will face pressure to boost its transfers
to the provinces to help them prepare for the realities of the

GOVERNMENT SPENDING ON
ELDERLY BENEFITS

2010

2020

2030

$35B $59B $99B
A NATIONAL CHALLENGE: FINDING HOMES FOR
AGING CANADIANS

2020s. At $76 billion, and growing 3.6% a year, transfers to
the provinces currently consume more than 20% of Ottawa’s

In 2020, 45% of baby boomers will be 65 and over, with the

budget. Public debt charges will add to the strain.

others joining their ranks over the decade. By age 80, one in 10
will be living in a seniors’ residence or nursing home, a number

GOVERNMENT SPENDING ON HEALTHCARE

that will jump to one in four by the time they’re 85.

2010

There will be about 650,000 people living in Canadian seniors’

2020

2030

residences or nursing homes in 2030, up from 450,000 now.
Public and private resources needed to build the extra

$130B $179B $274B
-0.5%

capacity will cost at least $140 billion.

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

Elderly benefits
Employment insurance benefits
Canada health transfer
Equalization
Territorial formula financing
Canada social transfer
Home care and mental health
Gas tax fund

CHANGES TO GOVERNMENT
TRANSFER PAYMENTS

PPT CHANGE IN SHARE OF FEDERAL EXPENDITURES,
FY 2019/20 TO FY 2024/25

Other fiscal arrangements
Children’s benefit
SOURCE: RBC ECONOMICS, DEPARTMENT OF FINANCE CANADA

RBC Thought Leadership | Navigating the 2020s

7

The Opportunity
BUILDING FOR THE FUTURE
One of the defining characteristics of the last

The homes baby boomers put up for sale—often

decade was worsening housing affordability, both

units well suited for families bought decades earlier

for homeowners and renters. This is likely to persist

near urban cores—will be long-awaited supply for

in the 2020s, especially in Canada’s largest cities,

new generations of buyers. If the price of these

as strong immigration levels drive demand for

properties will be hard for first-time homebuyers

housing. The steep cost of housing will make more

to swallow (baby boomers won’t sell cheap), the

of us renters—up to 1 million more, by our count. It

turnover will bring opportunities for others to add

will also fuel the growth of smaller housing markets

to, and transform, the housing supply. For example,

beyond the more expensive cities, where younger

multiple units could be built on a lot previously

Canadians have a better shot at buying their first

occupied by one dwelling. Just the kind of gentle

home. The overall home ownership rate in the

increase in density that many see as a key part

country is likely to fall from almost 68% in 2016 to

of the housing affordability solution in Canada’s

64% by 2030.

largest cities.

Canada’s aging population will offer an opportunity

To maximize this transition, though, more progress

to address some of the country’s housing

will be needed to modernize zoning bylaws and

challenges. Over the coming decade, we expect

other restrictive housing supply policies—complex

baby boomers to ‘release’ half a million homes they

and emotionally-charged issues to say the least.

currently own—the result of the natural shrinking

More than anything, this modernization will be

of their ranks, and their shift to rental forms of

critical in the decade ahead for new generations of

housing, such as seniors’ homes, for health or

Canadians to realize the same housing dreams as

lifestyle reasons. Downsizing boomers will put even

their baby boomer elders did decades ago.

more units on the market.
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3 Smarter
The Challenge
Canada’s economy is being reshaped by

to help those currently facing disruption in their

technological advancements, with the digital

own industries and occupations, but also to help

economy growing by 40% over just seven years.

the next generation of Canadian workers adapt

Digital platforms facilitate financial transactions,

to a changing labour market. A recent survey of

the consumption and production of entertainment

Canadian employers by the Canadian Federation

services, and serve as a marketplace for goods.

of Independent Business found that 42% of small

Those activities, along with the software,

businesses cite a shortage of skilled workers as

infrastructure and support services that facilitate

their largest business constraint—ahead of both

their delivery, now account for 5.5% of the country’s

insufficient demand or lack of working capital.

GDP, employing close to 1 million Canadians. And
the digital economy is highly productive, with GDP
per worker running 16.5% faster than the overall
economy.

As we have argued in our Humans Wanted
research and elsewhere, investing heavily in
human skills that complement technologies such
as machine-learning and artificial intelligence

While the digital economy is expected to add

will go a long way to closing the 20% gap in

millions of new jobs and create opportunities in all

labour productivity between Canada and the

sectors, it will also cause dislocation. More than a

rest of the G7.

quarter of Canadian jobs are at risk of disruption in
the coming decade. The challenge will not only be

OCCUPATIONS AT MOST RISK OF AUTOMATION
PROJECTED TO GROW THE SLOWEST
Health

12

9

6

PERCENT (%) INCREASE IN EMPLOYMENT PROJECTED BY 2025

Education,
law, social
and govt
services

Natural and
applied
sciences
Art, culture
and sport

3

0

Trades,
transport
and equip.
operators

Sales and
services
Manufacturing
and utilities

Business,
finance and
admin

Natural
resources
and
agriculture

Greater risk of automation
SOURCE: STATISTICS CANADA ESDC, FREY AND OSBORNE (2013), RBC ECONOMICS
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The Opportunity
POWERING THE KNOWLEDGE ECONOMY
The countries that do the best job of creating, accumulating and exporting
knowledge are likely to prosper in the 2020s. The global race to lead in
areas including AI and supercomputing has already begun. Ottawa has
responded by funding innovation superclusters and other initiatives
– its Innovation Superculsters Initiative aims to add $50 billion to GDP
by 2030. Canada can already claim some success: our cities have large
concentrations of AI startups and have also received significant investment
from global tech giants. The first half of 2019 saw record venture capital
investment of $2.15 billion in Canada, with information and communications
technology accounting for 54% of dollars invested.
Our task this decade will be to build on that early head start. We already
have a strong foundation in the form of a highly educated, flexible and
dynamic workforce and a growing services sector. Educators, employers
and policymakers are turning their attention to ensuring our workforce
has the skills needed for the economy of the future, but about 40% of
Canada’s postsecondary students don’t currently have access to workintegrated learning opportunities. More investment to help innovative firms
commercialize their products and scale up will be required. We’ll also need
to retain more of the ideas developed here.

RBC Thought Leadership | Navigating the 2020s
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A THRIVING SERVICES SECTOR WILL SUPPORT
CANADA’S GROWTH

SERVICE-SECTOR SHARE OF
EMPLOYMENT IN CANADA

2019 was the year the services sector demonstrated its resilience.

2010

2020

2030

That’s important, given its growing clout globally as the automation
of goods production expands. Services output accounts for around

77.3% 80.4% 83.5%

70% of our GDP, up from around 50% in the 1960s. Services’ share of
the overall economy will keep growing.
Despite a (mostly undeserved) reputation for low pay, nine of the
top 10 industries in terms of employment growth have been in the

Build the skilled trades
pipeline

services sector for more than a decade, and the fastest-growing—
the professional, scientific, and technical services industry—pays
wages well above average.

Skilled trades are still in high demand. Canada needs
to keep building the pipeline of people going into
skilled trades, encourage tradespeople to be more
mobile and increase the numbers of those with
national certifications.

Service-sector jobs tend to be more resilient to short-run ebbs and
flows in the economic cycle. Consider this: employment in private
service-producing industries declined less than 2% in the 2008-2009
recession; the drop in the goods sector was closer to 8%.

OECD POST-SECONDARY
EDUCATION RATES

60%
50%

SHARE OF 25-64 POPULATION

40%
SOURCE: RBC ECONOMICS, OECD

30%
20%
10%
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LEVERAGING OUR HUMAN CAPITAL
Immigration will be a powerful antidote to our aging society. It’s well
known that we possess the highest foreign-born population among
G7 nations. Perhaps less well known: immigrants are keeping us
younger. If we’d halted immigration in 2006, Canada’s median age
would be 42.7 years instead of 40.8 as it is today.
Our research indicates that, while we do a great job of attracting

SHARE OF IMMIGRANTS IN CANADA’S
LABOUR FORCE

immigrants, we could do better in integrating them into the Canadian

2010

immigrants up to the wage and employment levels of those born in

2020

2030

20.8% 26.9% 32.6%

labour force. Immigrants earn about 10% less than those born in
Canada. The gap spans occupation, age, gender and region. Bringing
Canada could add $50 billion to GDP, our research shows. How to get
there? Devoting more resources to helping immigrants transition into
the labour force after they arrive in Canada, and helping Canadian
employers better assess foreign work experience.

INDIGENOUS SHARE OF CANADA’S
LABOUR FORCE

Immigrants aren’t the only ones whose potential isn’t being

2010

measures including participation in the workforce. And women,

2020

2030

2.5% 3.2% 4.0%

fully realized. Indigenous Canadians, whose share of the overall
population is also increasing, fall short on key labour market
who’ve made significant earnings gains in recent decades, still only
lay claim to about 40% of the total wage pot. Narrowing these gaps
and helping these cohorts share more fully in our prosperity will help
Canada’s economy thrive.

90%

LABOUR FORCE
CHARACTERISTICS OF
INDIGENOUS CANADIANS

80%
70%
60%

CANADIAN POPULATION AGED 25-54 (2018)

50%

Overall

40%

Indigenous Population

30%
20%
10%

SOURCE: STATISTICS CANADA, RBC ECONOMICS

Participation
Rate
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Employment
Rate

Share of
population
who completed
post secondary
education
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CLOSING THE PARTICIPATION GAP FOR WOMEN
Canadian women have seen significant gains in the labour

However, over the next decade, these gains are likely to be

market over the past two decades, increasing their share of

relatively modest—increasing only to 41% by 2030. Over the

wage income from 35% to nearly 40%. Much of these gains

past 10 years, the employment-rate gap between men and

came as younger cohorts, particularly millennial women,

women aged 25 to 44 has remained stubbornly between 7

became more educated and attached to the labour force than

and 8 percentage points, illustrating how even as some pay

their older counterparts. As older women continue to exit the

inequities have been addressed, women are still a long way

labour force through retirement, and millennials enter their

from escaping the asymmetric costs of raising children. And

prime earning years, the share of earnings earned by women is

as the population of seniors increases rapidly, women who

expected to continue to increase.

have traditionally been tasked with providing care—54% of
caregivers in Canada are women—may see a disproportionate

Getting more women into
the trades
The Canadian Apprenticeship Forum has identified
millwrights, welders and heavy-duty equipment
technicians as trades where the supply of trained
workers will be in the greatest imbalance over
the next three years. Age is a factor, but so too is
gender, with men holding 98%, 93% and 99% of
jobs, respectively.

strain placed on them in the coming years.
Equalizing participation rates of men and women in the labour
market could yield a 4.9% increase in GDP. Solutions may be
found in pockets such as Quebec. The province implemented a
$5 per day daycare policy in 1997, which is largely credited with
raising employment rates of women from 2 percentage points
below the national average in 1995 to 4 percentage points
above it today. We may require bold new policies such as
this to support those caring for elders in order to ensure that
progress for women doesn’t stall.

41

40

39

38

WOMEN EARNING A LARGER
SHARE OF TOTAL WAGE INCOME

37

PERCENT (%) OF TOTAL WAGE EARNINGS EARNED BY WOMEN (ANNUALLY)
36

2000

2010

2020

2030
SOURCE: STATISTICS CANADA, RBC ECONOMICS
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4 Slower
The Challenge
Aging will drive another trend of the 2020s: slow economic
growth. Due to lackluster growth in both productivity and the
labour force, we expect only modest growth in the economic
pie. Indeed, if productivity growth continues at the recent 10year average of 1%, we’re likely to see the Canadian economy
expand at a modest rate of 1.5% to 2% a year during the 2020s.
That’s about a percentage point below estimates ahead of the
Great Recession, and that percentage point gap adds up to an
economy that’s almost $250 billion smaller in 2030 than it would
have been if earlier trends had held.
Canada’s long-run structural growth challenges are not
unique. High rates of immigration mean that Canada’s long-run
structural growth challenges actually look somewhat smaller
compared to other advanced economies. Canada’s working age

Economic projections
for 2020
Canadian real GDP growth
Unemployment rate		
Home prices			
Bank of Canada rate*		
GoC bond 10-year rate*		
C$*			

+1.6%
5.8%
+3.5%
1.50%
1.80%
75.2 U.S. cents

* End of 2020

population is still expected to grow at almost half a percent per
year. That’s far below the rate of growth in prior decades, but
it’s still better than most of Canada’s advanced economy peers,
including the United States.
As the current economic expansion stretches into year 11, we’re
also facing an elevated risk of recession, since downside risks
are more numerous than upside ones. Nonetheless, we don’t
forecast a recession in Canada in 2020.

RBC Thought Leadership | Navigating the 2020s
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Canada is no
stranger to
negative rates
ULTRA-LOW RATES WILL PERSIST

The amount of global debt trading at
negative yields hit a record US$17 trillion in
August 2019, as more investors were willing
to accept a negative rate in exchange for a
safe place to park their money. We’ve yet

Central banks around the world cut interest rates in 2019 to stoke
economic growth. Very low interest rates will be around for a while. Aging
and tepid productivity are set to constrain growth in Canada and other

to see sub-zero rates on Canadian-dollar
issuance. But US$85 billion of mostly eurodenominated Canadian debt (provincial,
corporate and covered bonds) is trading at
negative yields.

countries, softening demand for credit. Ultra-low interest rates have
enhanced household wealth by boosting prices for housing and equities.
But they’ve hurt savers and pensioners, among others.
The era of extraordinarily low interest rates has forced central banks to

credit and negative interest rates, which all may turn out to be less

Would the Bank of Canada cut rates below
zero? Compared with recent easing cycles,
it will begin the 2020s with less room to
lower its policy rate conventionally. Still,
we expect negative rates would be a last

effective than traditional rate cuts.

resort.

become more creative in responding to periods of economic weakness.
They’re likely to have to rely even more on unconventional monetary
policies, including forward guidance, quantitative easing, funding for

0
-200
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BASIS POINTS

-400
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CONVENTIONAL
POLICY ROOM*
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1995-96

-600
-800
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*DIFFERENCE BETWEEN CURRENT OVERNIGHT RATE (1.75%) AND PREVIOUS LOVER BOUND (0.25%)
SOURCE: BANK OF CANADA, RBC ECONOMICS
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FREER TRADE COULD BE HARDER TO ACHIEVE
Global trade tensions have given rise to concerns that a more

There weren’t many formal regional free trade arrangements

far-reaching shift is taking place: the end of globalization. A

before the formation of the WTO in 1995, meaning some of

surge in trade agreements and the global flow of goods and

the trade deals that came in the years to follow were akin to

services over the past three decades has reshaped the world

plucking low-hanging fruit. The pace at which new regional

economy, and expansion of cross-border supply chains has

trade agreements were being struck had already begun to

boosted productivity and enhanced Canadian prosperity. A

slow before the Brexit vote or the election of Donald Trump,

longer-term, global turn away from freer international trade

and that’s likely to persist. And the boost from innovations in

would clearly be negative for a relatively small open economy

transportation and the entrance of major emerging markets

like Canada’s. A recent trend toward countries striking bilateral

into the global trading system that were seen in the 1980s and

trade deals rather than multilateral agreements won’t help.

1990s were positive shocks that probably won’t be repeated in
the medium term.

600

$C BILLIONS, CONSTANT 2019 C$

500

400

CANADA 2020-2030
GDP GROWTH

300
Base-case ex-CPTPP & CETA

200

CPTPP
CETA

100

Lower interprovincial barriers

SOURCE: STATISTICS CANADA, RBC ECONOMICS

RBC Thought Leadership | Navigating the 2020s

16

The Opportunity
STAYING OPEN TO THE WORLD, AND EACH OTHER
Canada’s share of real global GDP is set to fall to 1.4% in 2030 from 1.7% now,
the OECD predicts. It will be imperative to look beyond Canada’s borders
for growth opportunities. While the U.S. is set to remain our biggest export
customer, it too will likely account for a smaller share of global output, with
India and China continuing to capture greater shares. However, there are
countries that will see even faster growth than China in the coming decade.
Among them: Bangladesh, Vietnam and Kenya.
Canada’s challenge will be to leverage its existing strengths—for instance
in agriculture, where we have a significant opportunity to capture a larger
share of global agricultural exports. And to develop new ones. Despite our
world-leading educational attainment, we still are not a top exporter of
ideas.

*

2018

OECD, Share
of real GDP in
PPP

1
2
3
4
5
6
7
8
9
10

CHINA 		

23.1%

USA 		

18.6%

INDIA

9.1%

JAPAN 		

5.1%

GERMANY

3.9%

INDONESIA

3.2%

BRAZIL 		

3.1%

UK 		

2.7%

FRANCE

2.7%

MEXICO

2.3%

1
2
3
4
5
6
7
8
9
10

...

14

CANADA

RBC Thought Leadership | Navigating the 2020s

CHINA 		

26.7%

USA 		

15.9%

INDIA 		

13.3%

JAPAN 		

4.0%

INDONESIA

3.9%

GERMANY

3.2%

BRAZIL 		

3.1%

RUSSIA 		

2.7%

TURKEY		

2.7%

UK 		

2.3%

*

2030

OECD, Share
of real GDP in
PPP

...
1.7%

16

CANADA

1.4%

17

FREE TRADE DEALS CAN OFFER GROWTH AT THE MARGINS
While there are diminishing opportunities for global free trade deals, Canada
still has something to gain from championing free trade. In the last three
years, it pushed forward new trade deals with the European Union (CETA),
Pacific Rim countries (CPTPP) and Ukraine. These agreements will add about
0.5% to GDP in the years to come. Even marginal gains are important in the
face of rising domestic growth headwinds from an aging population.

MADE-IN-CANADA FREER TRADE
Even as Canada champions external free trade, there’s a domestic solution
that could pack more economic punch. Just 20% of SMEs in Canada sell to
other provinces. Reducing interprovincial trade barriers by just 10% could
boost GDP by 0.6% over three years, according to the Bank of Canada—a
bigger impact than CETA and CPTPP combined.
The 2017 Canadian Free Trade Agreement between the federal, provincial
and territorial governments was a step in the right direction. Since then,
Alberta trimmed its list of CFTA exemptions last year, and now has the fewest
restrictions to interprovincial trade.
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