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( Vancity Quarterly Economic Outlook )

Steady Ground, Small Wins.

The economy in 2026 is moving forward, even if progress feels gradual.
Growthis steady, inflationis under control. While conditions remain
uneven, and external shocks like energy price swings may at times make

progress feel like a step back, the foundationisin place forthose
setbacks to be temporary as small gains continue to build over 2026.

Key Takeaways

+ Canadaisexpectedto post modest growthin 2026 with inflationneartarget; however, the
pathwill be uneven and highly sensitive to trade and energy shocks.

« Consensus averagereal GDP growthis about1.1%in 2026 and 1.9% in 2027

+ InBritish Columbia, near-term growth is expectedto be slow to moderate, with housing,
populationdynamics, and trade exposure shaping the outlook.

+ What could change the outlook quickly: a material escalation (or easing) in trade restrictions; a
prolonged energy shock; or a sharper-than-expected deteriorationin housing and household

affordability.

Where the Economy is Headed

The globalbackdrop remains defined by
policy-drivenuncertainty. Canada closed 2025
with real GDP growth of about 1.7 per cent for
theyear. However, momentumweakened late
inthe year, with real GDP contracting modestly
inthe fourth quarter asinventory drawdowns
offset continued strengthin household
spending, exports, and government
investment. The year ended with an economy
thatremainedresilientindomestic demand but
increasingly vulnerable to trade and external
shocks. However, economic conditionsremain
sensitive to external shocks, especially
changesintrade policy and energy prices.

Vancity

In British Columbia, growthis expectedtobe
slow to moderate. Provincial government
estimatesplacereal GDP growth atroughly 1.4
percentin 2025, reflecting tariff uncertainty, a
coolinghousing market, and softerbusiness
investment.

Entering 2026, provincial growthis expected
to grow by about 1.3 percent, alevelthatis
relatively belowits long-run potential. For
British Columbians, housing costs, population
changes, and exposure to trade-sensitive
industries will continue to shape how the
economy feels on the ground formembers
across the province.



Canadareal GDP growth (q/q annualized): 2025 estimated actualand 2026-27 forecast
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Global and Trade Backdrop: Canadian Economic Momentum:
What is Happening Outside What is Driving the Outlook
Canada

Severalkey forces are shaping Canada’s

Much of the uncertainty facing Canada’s economic outlookin 2026:

economy is coming from outside the country. - Higherenergy prices are raising everyday
Globaltrade rules and geopolitical tensions costs and adding pressure to household
remainunsettled, makingit harderfor and business budgets.

businesses to plan ahead with confidence.

Because Canadarelies heavily on trade, this - Populationgrowth has slowed, reducing
uncertainty can affectjobs, investment, and overalleconomic growth and changes
incomes at home. labour-market dynamics.

Anew complicationin Q12026 has been the re- + Tradeuncertainty, including tariffsand
emergence of energy-marketvolatility. When upcoming North American trade

oil pricesrise suddenly, the impactis oftenfelt discussions, continues to weigh on business
quickly through higher transportation, heating, confidence.

and food costs. While some regions benefit,
many households and small businessesface
added pressure ontheirbudgets.

« Housing affordability remains a major
constraint, limiting household spending and
construction activity.




Canada ended 2025 withweaker momentum than earlierin the year. While
exports and household spending provided some support, inventory
reductions and caution among businesses weighed on growth. As aresult,
2026 isexpectedto be ayear of modest, uneven expansionratherthana
strong rebound.

Inflation and Interest Rates: Why
Relief Feels Slow

Inflationis expectedtoremain close to target,
which supports long-termstability. Reflecting
this progress, the Bank of Canada heldits
policy rate steadyin March, signaling
confidencethatinflationis onamanageable
path.

However, rising energy prices have increased
therisk thatinflation pressures couldlinger
longerthan expected.

Interestrates are already well below their peak
in 2024, providingsome relief comparedto last
year. That said, the outlook forratesis now
more conditional on whether energy-driven
inflation proves temporary or persistent.

Regional Focus: British Columbia

British Columbia’s economic outlookreflects a
period of adjustmentratherthan acceleration.
Growthis being shaped by a mix of easing
demand pressures and lingering structural
challenges:

+ Housing affordability remains a key
challenge, even asresale activity has
softened.

+ Slowerpopulationgrowthis easingsome
demand pressures but alsoreducing overall
growth.

+ Trade-sensitive sectors such as forestry
remainvulnerable to globaldemandand
policy shifts.

+ Publicinvestmentplans are being adjusted,
which may slow construction activity in the
nearterm.

+ Together, theseforcespointtoasteadier
but more constrained growth environment
forthe province.



How These Conditions Affect
Vancity’s Impact Areas

Housing affordability

Housingis still the biggest financial pressure
formany of ourmembers. Pricesin major B.C.
markets, including Metro Vancouver, continue
to adjust downward from their peak,
supported by higherinventorylevelsand
weaker sales activity. This may offersome
short-termrelief, but housingis still
unaffordable formost people. Pricesandrents
remain high, and low-cost options are still very
hard to find.

New cost pressures are adding to the strain.
Higher gas, energy, and utility bills are
stretchinghousehold budgets andraising the
cost of buildingand maintaininghomes. These
energy costs also keep inflationrisks elevated,
making the Bank of Canada more cautious
about cuttinginterestrates, which limits near-
termrelief forborrowers.

Climate action

Inearly 2026, climate actionis increasingly
shaped by macroeconomic andindustrial
conditionsratherthan new policy
commitments. At boththe federaland
provinciallevels, the emphasisis on
implementation, capital deployment, and
embedding emissions reductionwithin
broadereconomic andinfrastructure
strategies. With slower economic growth and
tighterbudgets, climateinvestmentsneedto
deliver everyday benefits like lower costs,
greaterresilience, and stronger productivity.

Rising fossil fuel prices complicate the near-
term picture by increasinginflationand
financing costs, which can delay capital-
intensive cleaninvestments. Overthe medium
term, however, higherenergy prices
strengthenthe economic case for
electrification, efficiency,and renewable
energy by raising the avoided cost of fossil fuel
dependence.

Equity and reconciliation

Equity and reconciliation outcomesin 2026 are
being driven primarily by macroeconomic
fundamentals. A softeninglabour market,
persistently high housing costs, and volatile
living expenses disproportionately affect
lower-income households, Indigenous
communities, and those with limited financial
buffers. While headlineinflation eased entering
2026, renewed energy price pressuresrisk
erodingrecent gainsin affordability. Higher
energy prices also create an additional equity
challenge, functioning as aregressive cost
shock forhouseholds with limited capacity to
adjust transportation or heatingusage.

Co-operatives and local economies

Businesses are navigating alow-growth, high-
uncertainty environmentin 2026. While
business confidence has improved modestly
fromlate-2025lows, demandremains
subdued and cost pressures, especially labour,
insurance, and now most recently energy,
continue to compress margins. Trade
uncertainty and supply-chain adjustment
weigh disproportionately on small- and mid-
sized enterprises.



Energy price volatility is especially
consequential forlocal economiesreliant
ontransportation, logistics, tourism, and
service provision across dispersed
communities. Althoughinterestrates are
lower thanin prioryears, the outlook for
furthereasinghas become more
conditional, increasing the value of stable
financing, patient capital, and cost-
reduction strategies.

6) Key Risks and Watchpoints
for our Members

Housing-market weakness and
household debt pressures:

Slower housing activity can cool
constructionandrelated services, while
high debt levels mean many households
remain sensitive to interestrates. Further,
fallingrents can weaken the financial
viability of new rental constructionand
reduce rentalinvestments. This
combination can weigh on consumer
spending, which matters forlocal
businesses thatrely on steady foot traffic
and discretionary spending.

Changes to trad rules or tariffs that affect
exports and supply chains:

Trade shifts canraise input costs, delay
deliveries, or weaking demand for export-
oriented businesses. Even firms thatdon’t
exportdirectly can feelthe effects through
higher prices orreduced activityinlocal
supply chains. Formembers, this can mean
more uncertainty around revenues and
costs, reinforcing the value of flexibility and
cautious planning.

Footnote

Prolonged energy-price volatility that
keeps costs elevated and implication on
inflation and rates:

Fluctuatingenergy prices affect fuel,
transportation, heating, and many everyday
business expenses. When energy prices
stay elevated, they can keepinflation
higher forlonger. Forhouseholds and small
businesses, this can slowrelief oninterest
rates and make budgeting harder, evenif
overallinflationis improving.

Shiftsin population growth and labour-
force dynamics:

Slower population growth eases pressure
onhousing and services but also means
slower overalleconomic growth and
potentially tighterlabour marketsin
specific skills. Foremployers, this may
affecthiringand wage costs; for
households, it influences job opportunities
andincome growth overtime.

7) Bottom/line

The Q12026 outlookis best described as
steady butuncertain. The economy is
growing andinflationislargely under
control, but households and small
businesses continue to face highercosts
and financial pressure.

For British Columbia, affordability
challenges, population trends, and
exposure to trade-sensitive industries will
remain centralthemes. The focusin 2026 is
less about rapid growth and more about
resilience by helpingmembers and
communities adapt through a slowerand
more uncertain expansion.

iConsensus GDPrefers to calendar-year average real GDP growth, based on published outlooks frommajor Canadian
banks, the Bank of Canada,and BDC, rounded for communication purposes.




Disclaimer

The views expressed in this publication are those of Vancity's economics as of the date of
publication and may change without notice based onmarket orother conditions. This publicationis
for generalinformation only. It is notinvestment, legal, financial, ortaxadvice, and does not
constitute a solicitation to buy or sell securities. Information is drawn from sources believed tobe
reliable but is not guaranteed accurate orcomplete. Economic forecasts involve assumptions and
uncertainties; actual outcomes may differ materially. Readers should evaluate this information
independently and consult theirown advisors before making decisions. Vancouver City Savings
Credit Union, its affiliates, and theirrespective directors, officers and employees are not liable forany
losses arising from reliance on this publication.




