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Canmac Economics Nova Scotia Industry Outlook 2016 - 2021

Canmac Economics Ltd. uses an evidenced based approach to providing an economic
projection of Nova Scotia’s industries. We link a model of industry growth to overall
macro growth in the economy. The model simulation provides forecasts of gross
domestic product, employment and wages by major industry. These forecasts provide a
credible basis for policy analysts to spot emerging trends and to impact the future
direction of the economy. Decision-makers should treat the economic outlook as a
projection not a prediction. It is the most likely scenario for the economy given the
assumptions. In particular, one purpose of the outlook is to influence policy so that any

undesirable outlooks maybe overcome.
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Section 1 — Historic Review

Nova Scotia’s largest industry is the real estate, rental and leasing industry with 2016
Gross Domestic Product of $5,458.7 million (chained 2007$), 16.95% of total GDP.
Nova Scotia’s fastest growing sector — real estate, rental and leasing had growth of
1.55% of the 2015 to 2016 period. Nova Scotia’s weakest growth sector was mining
and quarrying (except oil and gas) with growth of -7.33%. Chart 1 provides the relative

size of Nova Scotia’s industry and Chart 2 provides the growth rates.

Chart 1 - Nova Scotia Gross Domestic Product (2007$) (Millions),
2016
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Chart 2 - Nova Scotia Gross Domestic Product Growth Rates
2015-2016
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Table 1 provides a comparison of Nova Scotia and Canadian growth. Overall growth in
Nova Scotia from 2006 to 2016 was 7.79 percent; in Canada the corresponding number
was 16.73 percent. Nova Scotia’s top two growth contributors were real estate and
rental and leasing (16.62%) and health care and social assistance (9.93%). In contrast,
Canada’s top two industries were real estate and rental and leasing (13.11%) and
manufacturing (10.40%). A review of Table 1 shows that Nova Scotia’s modest growth
record is due to weak growth in all sectors and not due to its economic structure as the
relative composition of industries that makeup Canada and Nova Scotia are similar. In

particular, note that Nova Scotia recorded negative growth in 7 of its 21 sectors.
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Charts 3 and 4 show the growth rates for Nova Scotia employment and wages for 2016.
Based on this evidence, the Nova Scotia economy is showing a weak performance in
employment growth and an above average performance in wage growth. The strongest
employment growth for 2016 was recorded in other services sector (13.45) and the
weakest performance was in the business, building and other support services (-13.79).
As shown in the chart, 8 of the 14 sectors showed negative employment in 2016. For
2016, wage growth was highest in the utilities sector (16.76) and lowest in the finance

sector.

Chart 3 - Nova Scotia Employment Growth Rates, 2016
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Chart 4 - Nova Scotia Wage Growth Rates, 2016
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Section 2 — Forecast 2017 — 2021

The basic assumptions for the industry outlook come from Canmac’s macro outlook for
the Nova Scotia economy which provides a base case outlook in export and domestic
markets. The key assumptions are as follows:
e Exports of goods to rest of Canada and rest of world will grow on average 2.3%
per year over 2016 — 2021.
e Exports of services to rest of Canada and rest of world will grow on average
2.5% per year 2016 — 2021.

e Nova Scotia household income will grow on average 1.8% per year 2016 — 2021.

Canmac’s forecast of average growth over the five-year period for Gross Domestic
Product, wages and employment for Nova Scotia industries are provided in the text.

Appendix A provides forecast details.

Nova Scotia Business Inc. (NSBI) is the province’s economic development agency.
NSBI is an important contributor to the Nova Scotia economy. For 2017 (up to April
2017), NSBI announced payroll rebates for various companies that imply an increase in
wages and salaries of $459.5 million and employment of 1,682 over the life of the

agreements (typically 5 years).

Canmac’s projected fastest growing sector is the mining, quarrying and oil and gas
extraction at a 2017 — 2021 average of 6.66%. The fastest employment growth is
5.45% for the business, building and other support services industry. The fastest
growing wage sector is the finance, insurance, real estate, rental and leasing industry at
3.46%.
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Primary Sector

The Nova Scotia primary sector is defined as the sum of agriculture, forestry, fishing

and hunting plus mining, quarrying and oil and gas extraction industries.

The agriculture industry continues to exhibit modest growth. Over 50% of the sector is
under supply management so that the pending renegotiation of NAFTA will be a major
policy concern for the sector. The blueberry sector is currently facing low prices due to
a supply glut. The mink industry appears to be stabilizing. Bright spots in the sector

include an expansionary wine industry and aquaculture industry.

The fishery sector is dominated by shellfish notably lobster. The industry is volatile but
recently showing signs of positive growth. The recent branding of the lobster as Nova

Scotia Lobster should strengthen export sales.

The mining, quarrying and oil and gas sector is anticipated to show some strength over
the forecast period — markets are opening up in the Caribbean for aggregates. Nova
Scotia’s gold mining sector is showing signs of life with active development at

Moosehead and the Donkin Coal Mine is in the development phase.
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Historic Forecast
GDP % GDP%
2011-2016 2017-2021
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Goods Production Sector

The Nova Scotia goods production sector consists of the following industries:

Utilities
Construction
Manufacturing
Wholesale Trade
Retail Trade

2 i o

Transportation and Warehousing
Nova Scotia’s construction sector will see modest growth over the forecast horizon.
The non-residential construction boom, particularly in the Halifax region is reaching its

saturation level. On the positive side, the federal government has put a priority on

infrastructure spending. There is significant municipal demand to upgrade water and
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sewage treatment facilities and demand for highway twinning, particularly on the 102

highway.

The manufacturing sector is on a growth path led by the boatbuilding and shipbuilding
sector. The $30 billion Irving Shipyard contract continues to stimulate the economy but

the actual impact appears significantly less than first projected.

Nova Scotia Business Inc.’s (NSBI) strategic initiative has an agreement with CME.
Canadian Maritime Engineering Ltd. (CME) specializes in advanced manufacturing and
repair, industrial services, and custom engineering for a variety of industries, has the

potential to create up to a maximum of 80 new jobs under the payroll rebate agreement.

The wholesale and retail trade sector, along with transportation and warehousing follow
the general income trend in the economy. Over the longer term, the impact of internet
purchases on the sector will result in consolidation and a weakening of the sectors
growth potential. In the short term, the province will see the opening of an IKEA store in

the Halifax region. The store is anticipated to have employment in the 300 range.
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Historic Forecast
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Basic Services Sector

The basic services sector is defined as the following industries:
Finance and Insurance (18)

Real Estate and Leasing (19)

Management of Enterprises (21)

Admin and Support (22)

Other Services (27)

Public Administration (28)

S T o\

The basic service sector growth is tied to the overall growth of the Nova Scotia

economy. The vibrant Halifax economy will continue to drive this sector.
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Advanced Service Sector

The advanced service sector is comprised of the following industries:

Information and Cultural Services
Professional, Scientific and Technical Services
Education Services

Health Care and Social Assistance Services
Arts, Entertainment and Recreation Services

2 i o

Accommodation and Food Services

Advanced service industries represent an important segment of Nova Scotia’s economic
base as it in part represents the knowledge based sector — the source of future growth

for advanced economies.

Nova Scotia is showing promising growth and growth potential in its advanced service
sector. Government and industry stakeholders are preparing documentation to apply
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for significant Federal funding for the development of an ocean related super cluster — a

priority documented in the latest federal budget.

NSBI remains active with significant announcements for the sector including:

an approved amendment to the existing IBM business development incentive
agreement, which begin in November, 2012. Four years into its eight year
payroll rebate agreement, IBM is ahead of its plan to create 500 positions. With
the amended agreement, the company is projected to create up to 250 more jobs

in the province, for a total of 750 jobs over the eight-year span of the agreement.

The amendment includes an agreed-upon focus of continued hiring of new
graduates and new Nova Scotians, as well as higher agreed-upon average
salaries required to earn a rebate. Based on the new maximum growth forecast
of the amended eight-year payroll agreement, NSBI estimates IBM would spend
a total of $251,397,422 in salaries and benefits.

Web.com Canada, Inc. is expanding in Nova Scotia, and has the potential to
create up to a maximum of 330 jobs in its expansion of business operations in
New Glasgow. Based on the maximum growth forecast of the eight-year payroll
rebate agreement. NSBI estimates that Web.com Canada Inc. could spend

$78.8 million in salaries.
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Appendix A — Forecast Tables
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