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Canada is at an
economic
crossroads.
Change is
happening.

data and evidence,
we’re still catching up.




Canada avoids a technical recession, but growth is running on
fumes as consumer spending and business investment stall.

Canadian real gross domestic product (GDP) growth
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Business confidence slips again, signalling a fragile economy beneath
upbeat GDP headlines. BDL index shows “businesses aren’t buying it.”

Business Expectations Index
Mext three months; above 100 indicates improving sentiment, below 100 indicates deteriorating sentiment
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Cost pressures turn up, while demand uncertainty continues to
outpace labour challenges.

Business obstacles expected over next three months W Costs Yemend tabour [ Financing [l Supply
% of all businesses

Business obstacles by category over time
Top 10 business obstacles in Q4 2025
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Insurance costs

Recruiting skilled employees +2 50 4

Costs of inputs +1 40 -
Fluctuations in demand +1
Interest rates and debt costs _ -2 2]
Altracting customers 0 20 - P e
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Context: More job seekers, fewer openings — Canada’s labour
market remains softer despite November’s bounce.

Unemployment rate vs. job vacancy rate Labour market tightness

== Unemployment rate === Job vacancy rate Job vacancies per unemployed person
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Canada’s job growth is fading, and what’s left is increasingly a public
sector story as private sector hiring sputters.

Annual percentage change in employment (2007-2025) Annual percentage change in employment (2022-2025)
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Hiring pressures persist in people-facing sectors, even as the labour
market cools elsewhere.

Labour challenges expected over next three months Higher I Lover
% of all businesses by industry
Labour obstacle expected Recruiting skilled employees Retaining skilled employees Labour force shortage
Accommodation, food services
Construction
Retail trade

Health care, social assistance
Manufacturing

All Industries

Other services
Administrative services

Arts, entertainment, recreation
Transportation, warehousing
Finance, insurance
Wholesale trade

Mining, oil, gas extraction
Professional services
Agriculture, forestry, fishing
Information, culture

Real estate

Source: BDL analysis using Statistics Canada's Canadian Survey on Business Conditions,
9,129 business responses in October and November 2025. Business Data Lab



Canada’s Al adoption is rising, but it’s in the slow lane.

Projection and measurement of Al adoption rates by Canadian businesses
% of businesses (reporting actual use in past 12 months or those expected use in the next 12 months)

100% - »  Historically, the adoption of transformative technologies
Fast scenario (such as electricity, the internet, and mobile phones) has
90% - followed an S-shaped curve. Initially, adoption is slow, then it
accelerates rapidly, and finally levels off as saturation is
80% - reached. Supported by Moore's Law, the speed of
technology adoption has quickened over time.
70% A
o < « Based on two adoption scenarios (“fast” and “slow”), in 2024,
ag 60% Slow scenario BDL projected that Al adoption by Canadian businesses
5S¢ would reach a tipping point of 50% within the next three to
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'8 ] 2030
@ o 40% - «  This may seem fast, but it is probably not fast enough to
Py & keep pace with global peers.
30% -
+ Based on 2025 Statistics Canada data, adoption is following
20% A BDL's slower scenario path.
Actual use
10% - Expected use

0%
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Years (t)

Sources: Business Data Lab analysis based on Statistics Canada data; Survey of Advance Technology (2021 and 2023), Canadian Survey on Business Conditions (Q2 2024 and Q2 2025)
Notes: Fast Scenario P(1)=1/(1+exp(-0.62*(t-2.92))); Slow Scenario P(1)=1/1+exp(-0.40°(1-5.69))); Fitted linear regression = 2.52+2 60x where x=0 for year 2021
Business Data Lab



Al adoption is increasingly a skills story. The education-Al link
strengthened in 2025 — shifting from moderate to strong.

Al adoption by educational attainment

By industry; Al adoption vs. bachelor's degree share of employment; 2024 and 2025

Al adoption
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Every sector is dabbling. While front-office Al is spreading,

advanced Al remains clustered in knowledge sectors.

Al use in producing goods or services: application type
% of businesses (of those reporting Al use in the last 12 months)
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High- Professional services
dopti Fi andi
sectors Information and cultural

Source: BDL analysis using Statistics Canada's Canadian Survey on Business Condilions;
9,103 business responses in April and May 2025
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Al is changing how firms work, not how many people they employ.

Changes made when using Al to produce goods or services Extent to which Al has reduced tasks performed by employees
% of businesses (of those reporting Al use in the last 12 months) % of businesses (of those reporting Al use in last 12 months)
Large extent
Developed new workflows
All industries .  Moderate extent Small extent
Q2 2025 - 32% 47%

Trained current staff to use Al

Purchased cloud services or cloud storage
Impact of Al use on total employment

Nane % of businesses (of those reporting Al use in last 12 months)

Changed data collection or data Increase

managament practices

Used vendors or consulting services to
install or integrate Al

All industries
Q2 2025

Purchased computing power or specialized
equipment

Decrease

Hired staff trained in Al

source: BDL analysis using Statistics Canada's Canadian Survey on Business Condilions
9,103 business responses in April and May 2025 Business Data Lab



No simple story: Industries with rising Al adoption saw both job
gains and job softness. Al up doesn’t equal jobs down.

Al adoption change (percentage points) vs. employment growth (%)
By industry; Q2 2024-Q2 2025
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o Mate: Descriptive comparison only (no correlation/causal testing). Cross-check with SEPH suggests a similar “no one-to-one” pattern.

Source: BDL analysis using Statistics Canada data: Canadian Survey on Busingss Conditions and Labour Force Survey (Q2 2024-02 2025) Business Data Lab



No one-to-one relationship. Employment shifts are shaped by industry
dynamics, not Al adoption alone.

Al adoption (%, left axis) vs. employment growth (%, right axis)

2024 @ 2025
By industry; Q2 2024-Q2 2025
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Note: Descriptive comparison only (no correlation/causal testing). SEPH cross-check suggests a similar "no one-to-one” pattern
Source: BDL analysis using Statistics Canada data: CSBC and Survey of Employment, Payrolls and Hours (SEPH) (Q2 2024-Q2 2025) Business Data Lab



High-Al sectors are still hiring. Adoption is rising alongside
employment growth.

Employment trends in high Al-adoption-growth industries

All workers (15+), 12-month moving average; indexed to Jan 2022 (=100)
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Source: BDL analysis using Statistics Canada's Labour Force Survey (LFS) Business Data Lab



Youth employment is holding up in high Al adoption-growth industries.

Employment trends by age in high Al-adoption-growth industries
Workers by age group, 12-month moving average; indexed to January 2022 (=100)
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Source: BDL analysis using Statistics Canada’s Labour Force Survey (LFS)
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