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A
SUMMARY

In the Update on Québec’s Economic and Financial Situation, the government is taking targeted action to meet Quebecers’ priorities. Through its prudent and responsible management of public finances, the government is in a position to take these steps while maintaining its path for restoring fiscal
balance, despite a slowdown in economic growth.

O Economic situation

Over the past year, most major central banks have raised their policy rates to bring inflation under control. Monetary tightening is gradually taking effect. Economic activity is slowing and price growth is easing.
— On a global scale, the economy proved resilient at the start of the year. The expected slowdown is taking place, but at a more gradual pace than initially forecast.

— Although price growth has moderated, inflation remains high, forcing central banks to maintain their restrictive monetary policy for a longer period than initially planned.
— Persistent inflation and a prolonged rise in interest rates will curb economic activity in 2024. Growth forecasts have been lowered for most regions.

Efforts to contain inflation will help restore an economic environment conducive to sustainable growth.

— Controlled inflation should enable central banks to gradually ease monetary policy from spring 2024 onward.

— More stable prices and more advantageous credit conditions will encourage the recovery of economic activity.

In Québec, economic activity moderated in 2023, as forecast in the Québec Budget Plan — March 2023.

— Real gross domestic product (GDP) is set to rise by 0.6% in 2023, following a 2.6% increase in 2022.

However, persistent inflation and a prolonged rise in interest rates are dampening growth prospects for 2024.

— As aresult, economic activity is expected to grow by 0.7%, compared to the 1.4% increase forecast last March.

| Overview A3




O Targeted actions for Quebecers

The current economic situation highlights some of the challenges facing Québec. Persistent inflation, particularly in terms of rent and the cost of food, and interest rate hikes are having an impact on the financial situation of numerous households. Although a number of measures have been taken in
recent years to provide Quebecers with better financial support, the government considers it necessary to do more.

In this regard, as of January 1, 2024, taxpayers will benefit from an indexation of the personal income tax system and social assistance benefits of 5.08%, which will increase the amounts of several deductions and tax credits in particular. In concrete terms, the indexation represents nearly $8.7 billion

over five years, that is $2 billion per year to the benefit of all Quebecers.!

In addition, in the Update on Québec’s Economic and Financial Situation, the government has earmarked $4.3 billion for targeted actions to meet Quebecers’ priorities, including:

— $1.8 billion to provide better access to housing and accelerate the construction of 8 000 new affordable housing units;

— $145 million to strengthen the fight against homelessness and enhance food aid;

— $329 million to support training in the construction, health and social services sectors in order to attract more workers. These workers will be responsible for housing construction and the delivery of health care and social services;

— $961 million to sustain the climate transition and communities. This amount will be invested in adapting communities to the impacts of climate change, accelerating reforestation in areas affected by forest fires and continuing to support public transit;

— $1 billion to foster business investment by renewing the investment and innovation tax credit (C31), as well as simplifying the investment tax assistance plan. This initiative is designed to stimulate investment, innovation and productivity, and thus the collective prosperity of Quebecers.

1 For example, in 2024, this indexation represents an additional $141 for the maximum amount of the Family allowance and an additional $948 for the basic income benefit for a single person.
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O Prudent and responsible management of public finances
Through its prudent and responsible management of public finances, the government is in a position to pursue its objectives, despite an economic slowdown. It remains committed to implementing Quebecers’ priorities and taking targeted actions to support them.

The budget targets set out in the plan to restore fiscal balance tabled in March 2023 are maintained. As announced, the deficit, after deposits of dedicated revenues in the Generations Fund, will be limited to $4.0 billion in 2023-2024, and will thereafter be gradually reduced by $1.0 billion per year
until fiscal balance is achieved in 2027-2028.2

— The budgetary balance, within the meaning of the public accounts, shows a deficit of $1.8 billion in 2023-2024 and surpluses as of 2025-2026.

— Moreover, the preliminary budgetary deficit for 2022-2023, before use of the stabilization reserve, stands at $6.1 billion, a deterioration of $1.1 billion compared to last March’s budget.

Reducing the debt burden continues to be a priority, since it contributes positively to economic growth through the creation of a climate of confidence conducive to private investment and productivity growth. It also promotes intergenerational equity.

— Asat March 31, 2023, the net debt burden stood at 38.0% of GDP, which is below the pre-pandemic level of 41.1% of GDP as at March 31, 2020.

— A gradual reduction in the net debt-to-GDP ratio to 35.9% is forecast by 2027-2028.

— The government also set itself the objective of reducing the net debt burden to 30% of GDP by 2037-2038.3

The five-year financial framework forecasts average revenue growth of 3.1% and expenditure growth of 2.3%.% After very high increases due to the pandemic, a moderation in expenditure growth is therefore expected over the next few years. This moderation is essential for:
— presenting a responsible financial framework that inspires confidence, while ensuring adequate funding for the government’s main missions;

— coordinating monetary and fiscal policy, to help mitigate inflation and thus allow interest rates to be reduced;

— containing the financing program in the context of high interest rates and scarcity of capital.

2 Unless otherwise indicated, this document is based on budgetary and economic data available as at October 23, 2023. The budgetary data presented for 2022-2023 are preliminary results. Those presented for 2023-2024 and subsequent years are forecasts.

3 Changes to the Act to reduce the debt and establish the Generations Fund were proposed in this regard. These are contained in Bill 35, An Act respecting the implementation of certain provisions of the Budget Speech of 21 March 2023 and amending other provisions, which was tabled in the
National Assembly on October 5, 2023.

4 Excluding expenditures related to COVID-19 support and recovery measures in 2022-2023, growth would stand at 5.6% in 2023-2024 and average annual growth in total expenditures would stand at 3.0% over five years.
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O Maximizing Québec’s ic potential

The government is firmly committed to creating more wealth and increasing Québec’s economic potential. It is doing so with a clear goal in mind: to give Québec the means to achieve its ambitions.

The government has set the following ambitious objectives:

— reducing the gap in real GDP per capita with Ontario to less than 10% by 2026;

— catching up with Ontario’s real GDP per capita by 2036.

The major steps taken in recent years are bearing fruit.

— Between 2019 and 2022, Québec made substantial gains in relation to living standards. This improvement has allowed it to narrow the wealth gap with Ontario from 16.1% in 2018 to 13.5% in 2022.
In pursuit of these objectives, a wide-ranging consultation was carried out in recent months with experts from the private sector and universities to identify the most promising ways of closing these gaps.5

The range of possible solutions received demonstrates the complexity of the issue. The government must remain cautious and adjust in order to act effectively. Government action in this area must therefore remain in step with the economic environment, labour market and population characteristics,
and with the needs of businesses.

In the Update on Québecs Economic and Financial Situation — Fall 2023, the government is taking strong action to encourage businesses to invest more by renewing the investment and innovation tax credit (C3i). This initiative is designed to stimulate investment, innovation and productivity, and
thus the collective prosperity of Quebecers.

It will continue in this direction over the next few years, informed in particular by the recommendations arising from this consultation. This collective reflection is essential to the development of Québec’s economic potential.

5 The conclusions of the consultation are in the document entitled /ncreasing Québec’s Economic Potential — Ambitions
and Means to Achieving this Goal. The briefs prepared by these experts can be consulted on the Ministére

economique/2023 2024 _ecart_de_richesse.asp (in French only).
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1. TARGETED ACTIONS FOR QUEBECERS

A

In the fall 2023 economic and financial update, the government notes that taxpayers will benefit from a 5.08% indexation of personal income tax and social assistance benefits as of January 1, 2024. This indexation represents nearly $8.7 billion over five years, that is $2 billion per year to the benefit

of all Quebecers.

In addition, the government wants to take targeted action. To this end, it has earmarked $4.3 billion over five years, including:

— $1.8 billion to make housing more accessible, in particular through the construction of 8 000 new housing units for low- and moderate-income households and people experiencing homelessness;

—  $145 million to combat homelessness and enhance food aid by increasing support for organizations who work with the most disadvantaged Quebecers;

— $329 million to support workforce training, in the construction and health and social services sectors in particular, enabling a greater number of workers to contribute to future construction projects in Québec as well as the delivery of health care and social services;

— $961 million to sustain the climate transition and communities by stepping up climate change adaptation efforts, supporting communities and the forestry sector in response to the forest fires of summer 2023, and continuing to support public transit;

— $1 billion to create a more favourable tax environment for business investment, by renewing the investment and innovation tax credit (C3i) as well as simplifying the investment tax assistance plan.

TABLE A.1

Financial impact of the targeted actions for Quebecers

(millions of dollars)
2023- 2024- 2025- 2026- 2027-
2024 2025 2026 2027 2028 Total

Indexation to benefit Quebecers —458 —1988 -2033 2074 -2113 -8 666
Targeted actions presented in the fall 2023 ic and fi d
Providing better access to housing -219 -15 —853 =519 —243 —1848
Combatting homelessness and enhancing food aid -39 -26 =27 =27 -27 —145
Supporting training in specific fields -199 —130 — — — -329
Sustaining the climate transition and communities —649 -101 =77 -96 —40 -961
Fostering business investment 5 21 —133 —372 —516 —995
Subtotal — Targeted actions -1101 —251 -1 089 -1013 —825 —4 278
TOTAL —1 558 -2239 -3123 -3 087 -2 938 —12 945
Note: Totals may not add due to rounding.
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1.1 $2 billion per year in indexation to benefit Quebecers

To protect Quebecers’ purchasing power, the main parameters of the personal income tax system and social assistance programs will be significantly indexed, that is, at 5.08% as of January 1, 2024.
Indexation for the 2024 taxation year represents $2.0 billion per year to the benefit of all Quebecers, namely:

— more than $1.8 billion from the personal income tax system;

— nearly $146 million from social assistance benefits.

This indexation increases in particular the amounts of several deductions and tax credits, such as the basic personal amount, the maximum amount of the Family allowance and the maximum amounts of the solidarity tax credit. For example, in 2024, this indexation represents an additional $141 for the
maximum amount of the Family allowance and an additional $948 for the basic income benefit for a single person.

In addition, retirees will benefit from an indexation of their Québec Pension Plan pension of more than 4%0 as of January 1, 2024.

1.2 Providing better access to housing

The government is committed to rapidly increasing the supply of housing in order to reduce pressure on prices and provide better access to housing for households. In the Update on Québecs Economic and Financial Situation, it is therefore announcing a major investment of more than $1.8 billion
over five years. These amounts will allow for the construction of 8 000 new social and affordable

housing units.

— Of these, 500 units will be reserved for people experiencing or at risk of homelessness.

In addition, to promote the access of low-income households to these new units, the government is setting aside $50 million by 2027-2028 to add 4 000 units to the Rent Supplement Program, which enables households to live in private-sector dwellings while paying rent that is limited to 25% of their
income.

The government also plans to increase the Shelter Allowance Program by $57 million over five years. This investment will increase the number of households assisted to almost 150 000 in 2023-2024.

In addition to the measures planned for low-income households, the government plans to implement other targeted measures, primarily of a regulatory nature, to speed up housing construction in municipalities, in order to promote access to housing for all Quebecers.

6 The rate for 2024 will be known at the end of November 2023, as it is based on the change in the consumer price index for Canada between the 12-month period ending October 31, 2023 and the period ending October 31, 2022.
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1.3 Combatting h 1 and enhancing food aid

In response to the significant growth in the number of people without access to safe and stable housing, the economic update provides nearly $124 million over five years to boost efforts to combat homelessness, including increased support for emergency shelters.

— Taking into account the $215 million allocated over five years to build 500 housing units for people experiencing or at risk of homelessness, the total additional investment in the fight against homelessness amounts to more than $338 million over five years.

In addition, to enable organizations to continue their work with the most vulnerable families, the government is providing nearly $21 million in 2023-2024 to increase support for various food aid organizations.

1.4 Supporting training in specific fields

In a context of the labour shortage and an aging population, the government is providing $329 million over two years to rapidly support training in the construction, and health and social services sectors:

— $261 million to launch the Offensive formation en construction to increase the supply of labour in the construction sector;

— $68 million to support the attractiveness of the public health and social services network.

These amounts will make it possible to train more workers, representing a significant addition to the workforce, particularly in launching several construction sites and major investment projects, such as the construction of housing units, as well as in the delivery of health care and social services.
1.5 Sustaining the climate transition and communities

The government is announcing an additional $292 million over five years to sustain climate change adaptation initiatives and mitigate the risks associated with forest fire. Taking into account the planned investments of $1.5 billion over five years, this brings to $1.8 billion the amounts invested in
adapting to climate change by 2027-2028.

In addition, the government is providing $404 million over five years to support communities and the forestry sector in response to the exceptionally large forest fires in summer 2023. These funds will be used to carry out a total of $200 million in silviculture work by 2031-2032 to accelerate
reforestation of areas earmarked for harvesting.

Lastly, the government is reiterating its support for public transit by providing additional emergency assistance of $265 million in 2023-2024, which represents almost 60% of the anticipated deficit of public transit bodies for 2024. This will bring the total assistance for supporting the recovery of
public transit to over $2.4 billion” since spring 2020. This action demonstrates the government’s commitment to supporting sustainable means of transportation, given the significant amount of greenhouse gas emissions produced by the transportation sector.

7 This amount includes a federal government contribution of $887.4 million.
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1.6 Fostering business investment

In recognition of the important contribution of business investment to increasing productivity and creating wealth in Québec, the government is providing $1.3 billion over five years to renew the investment and innovation tax credit (C3i).
— The renewed C3i will support the acquisition of manufacturing and processing equipment, computer hardware and management software, for eligible expenditures of up to $100 million over four years.

— The measure will offer rates harmonized with those of the tax holiday for large investment projects and will be fully refundable to further stimulate investment projects.

— The renewed C3i will help drive investments that will stimulate productivity gains in some 10 000 businesses.

In addition, the government plans to simplify the investment tax assistance plan by concentrating it in two complementary measures: the renewed C3i and the tax holiday for large investment projects, which will facilitate business investment projects. This initiative is designed to stimulate investment,
innovation and productivity, and thus the collective prosperity of Quebecers.
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2. QUEBEC’S ECONOMIC SITUATION

2.1 Moderation in economic growth to continue in 2024

Persistent inflation and a prolonged rise in interest rates will dampen economic activity in 2024. Forecasts have been lowered for most regions.

— Global growth is expected to be 2.7%. In the Québec Budget Plan — March 2023, an increase of 3.1% was expected.

— Economic expansion in Canada is forecast at 0.9%, compared to 1.6% projected in March. In the United States, real GDP growth is expected to be 1.1%, while growth of 1.3% was expected in March.
In Québec, the growth forecast for 2023 remains in line with that in Budget 2023-2024. However, the outlook is adjusted for 2024. An increase in economic activity of 0.7% is forecast, whereas in March, an increase of 1.4% was expected.
The efforts to control inflation will help restore an environment conducive to sustainable growth.

— Over the coming quarters, excess demand is expected to continue to recede, gradually easing inflationary pressures.

— The slowdown in price growth is expected to enable some central banks to gradually start easing monetary policy from spring 2024 onward.

— Controlled inflation and more advantageous credit conditions will encourage the recovery of economic activity.

CHARTA.1

Change in economic outlook for 2024
(real GDP, percentage change)
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(1) Global real GDP is expressed in purchasing power parity.
Sources: Institut de la statistique du Québec, Statistics Canada, International Monetary Fund, S&P Global, Refinitiv Datastream,
Bloomberg, Eurostat and Ministére des Finances du Québec.
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TABLEA.2

Real GDP and its major components in Québec
(percentage change and contribution in percentage points)

Change Contribution

2022 2023 2024 2022 2023 2024
Domestic demand 1.9 -0.1 0.8 2.1 -0.1 0.8
Household consumption 4.7 2.8 0.8 2.7 1.7 0.5
Residential investment -11.5 -18.4 0.5 -0.9 -1.3 0.0
Non-residential business investment 0.5 -1.4 2.6 0.0 —0.1 0.2
Government spending and investment 1.5 0.1 0.2 0.4 0.0 0.1
External sector — — — -1.4 1.3 0.0
Exports 4.2 34 2.0 1.8 1.5 0.9
Imports 6.5 0.4 1.7 -32 -0.2 -0.9
Inventories — — — 1.7 -0.9 -0.2
REAL GDP 2.6 0.6 0.7 2.6 0.6 0.7

Note: Totals may not add due to rounding.

Sources: Institut de la statistique du Québec, Statistics Canada and Ministére des Finances du Québec.
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2.2 ‘Wealth gaps with Ontario continue to narrow

The Québec government has set ambitious objectives for creating wealth and increasing Québec’s economic polential.8

— Major steps have been taken to increase the potential of Québec’s economy and create more wealth. Among other things, a number of initiatives have been implemented to boost business productivity and encourage the integration and retention of workers in the labour market.

— The government’s action is paying off. It has improved Quebecers’ standard of living. As a result, the wealth gap with Ontario has narrowed significantly.
The government intends to continue acting on the main determinants of living standards and to intensify its efforts to close the gap between Québec’s standard of living and that of Ontario.

The government intends to continue acting on the main determinants of living standards and to intensify its efforts to close the gap between Québec’s standard of living and that of Ontario.

Closure of gap in Québec’s standard of living is accelerating

Between 2015 and 2018, Québec’s average annual growth in living standards was similar to that of Ontario.

— Itaveraged 1.3% annually in Québec, compared with 1.4% in Ontario.

However, there has been a change in trend since 2019.

— Between 2019 and 2022, gains in the standard of living continued to rise in Québec (+0.7% annual average), while real GDP per capita remained relatively stable in Ontario (+0.1%).

— Thus, Québec’s standard of living gap with Ontario narrowed accordingly from 16.1% in 2018 to 13.5% in 2022.

In both Québec and Ontario, the slowdown in economic activity in 2023 and 2024 will result in a temporary decline in real GDP per capita. Nevertheless, gains in living standards are expected to continue over the next two years.
— The gap in living standards between Québec and Ontario is set to narrow, from 13.5% in 2022 to 12.3% in 2024.

— The government intends to continue its efforts to increase the potential of the Québec economy and eliminate the wealth gap with Ontario.

Change in standard of living
(real GDP per capita, annual percentage change and gap in percentage points)

2015
to 2018 2018 2019 2020 2021 2022 2023 2024
Québec 1.3 1.8 1.7 =5.7 5.7 1.4 -1.7 —0.1
Ontario 1.4 1.6 0.4 —5.9 4.6 1.6 -1.8 —0.9
GAP — 16.1 14.6 14.4 13.2 13.5 13.3 12.3

Note: Ontario’s real GDP growth for 2023 and 2024 is the average of nine private sector institutions’ forecasts as at October 18, 2023.
Sources: Institut de la statistique du Québec, Statistics Canada, Ontario Ministry of Finance and Ministére des Finances du Québec.

8 For more information, see the document entitled Increasing Québecs Economic Potential — Ambitions and Means to Achieving this Goal.

| Overview




dati

Main r ions from the ion

Over the past few months, the Ministére des Finances has been consulting leading experts from university, institutional and financial communities.! The experts were asked to identify the long-term impacts of disparities in living standards, possible solutions for bridging these gaps, and the
determinants for increasing Québec’s potential economic growth. The experts came up with a variety of solutions, including:

—  investing more in education and training;

—  fostering a competitive business and regulatory environment;

—  implementing a formal framework for collective wealth, which should be enshrined by law;

— reviewing industrial policy by targeting the most promising sectors;

—  encouraging academics and researchers to transfer their expertise to the private sector;

— developing large businesses with their decision-making centres in Québec;

—  promoting the development of large businesses with targeted measures and reducing assistance to underperforming businesses;
—  modifying certain fiscal measures for businesses, particularly reviewing the wage-based tax credits;

—  optimizing tax and budget support for R&D and the commercialization of innovations;

—  continuing to develop innovation zones and implementing an Advanced Research Projects Agency (ARPA) program in Québec, industrial laboratories of excellence, as well as large, concerted mobilizing projects in areas where Québec has a competitive advantage;
— funding a reduction in employer contributions to the Health Services Fund via a review of tax assistance for businesses;

—  reducing the scope of the small business deduction to lower the general corporate income tax rate;

— developing incentives to encourage investment in business capital;

—  continuing to ease the tax burden on individuals;

—  redesigning taxation methods (income tax versus sales tax) and evaluating fiscal measures;

—  introducing more generous incentives to delay retirement;

—  carrying out a comprehensive periodic review of existing programs and measures;

—  boosting productivity in both the private and public sectors;

—  digitizing public administration and adopting cutting-edge technologies.

The Ministére des Finances will, in particular, analyze the recommendations arising from this consultation over the next few months, in order to identify the most promising ways of increasing Québec’s economic potential and eliminating the wealth gap with Ontario. Moreover, in some cases,
the proposals submitted confirm existing measures.

1 The briefs prepared by these experts can be consulted on the Ministére des Finances du Québec website at http:/www.finances.gouv.qc.ca/ministere/outils_services/consultations_publiques/communaute_universitaire.
economique/2023_2024_ecart_de_richesse.asp (in French only).
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3. QUEBEC’S FINANCIAL SITUATION
3.1 The government remains committed to restoring fiscal balance in 2027-2028

Despite the expected economic slowdown, the government is maintaining the budget targets set out in the plan to restore fiscal balance tabled in March 2023. As announced, the deficit, after deposits of dedicated revenues in the Generations Fund, will be limited to $4.0 billion in 2023-2024, and will
thereafter be gradually reduced by $1.0 billion per year until fiscal balance is achieved in 2027-2028.

CHARTA.2

Path for restoring fiscal balance
(billions of dollars)

]
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O Main adjustments from 2023-2024 to 2025-2026

The adjustments related to the budgetary situation and those resulting from the implementation of targeted actions have a negative impact of about $1.0 billion per year over the period covered by the financial framework.

— Changes in the economic and budgetary situation since Budget 2023-2024 result in an upward adjustment of $104 million in 2023-2024, a negative adjustment of $747 million in 2024-2025 and an increase of $94 million in 2025-2026.
— Targeted actions total $1.1 billion in 2023-2024, $251 million in 2024-2025 and $1.1 billion in 2025-2026.

In this context, the government is using part of the contingency reserve to offset the effect of the main adjustments to the financial framework and to take targeted actions to meet the priorities of Quebecers.
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A negative adjustment of $1 billion in tax revenue
and debt servicing in 2023-2024 due to the economic slowdown

Persistent inflation, the cumulative effects of interest rate hikes and the greater-than-expected tightening of monetary policy will moderate economic activity in 2023 and 2024.

—  Thus, after two years of sustained growth, real GDP growth is expected to slow to 0.6% in 2023.

The economic outlook for 2024 has also deteriorated. Real GDP growth for the year has been adjusted downward compared with what was expected in the March 2023 budget, from 1.4% to 0.7%.

—  Inaddition, the policy rate forecast for 2023 and 2024 has been adjusted upward compared with the March 2023 forecast.

The weaker-than-expected economic outlook has a negative impact over the forecast horizon of around $1.0 billion per year on tax revenues and debt servicing, given that they are closely tied to the main economic indicators. More specifically, for 2023-2024:
—  tax revenues are adjusted downward by $698 million compared with the March 2023 forecast, due to the unfavourable monitoring of personal income tax and corporate tax revenues;

—  debt service is adjusted upward by $403 million due to higher-than-expected interest rates.

Growth in real GDP and policy
rate — 2021 to 2024
(percentage change and percentage rate)

Adjustments linked to the economic
slowdown — 2023-2024
(millions of dollars)
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3.2 Financial framework

The multi-year financial framework of the Update on Québecs Economic and Financial Situation reports on developments in Québec’s budgetary situation in 2023-2024 and presents the budgetary outlook up to 2027-2028.

— Revenue amounts to $149.1 billion in 2023-2024, with growth of 3.3%. This will decrease to 2.0% in 2024-2025.

— Expenditure amounts to $150.3 billion in 2023-2024, with growth of 2.0%. Growth will stand at 1.6% in 2024-2025.

The budgetary balance, within the meaning of public accounts, shows a deficit of $1.8 billion in 2023-2024° and surpluses as of 2025-2026.

According to the definition provided in the Balanced Budget Act, the budgetary balance presents a deficit of $4.0 billion in 2023-2024 after deposits of dedicated revenues in the Generations Fund and will be balanced in 2027-2028.

Moreover, the preliminary budgetary deficit for 2022-2023, before use of the stabilization reserve, stands at $6.1 billion. The final budgetary balance will be known later this fall when the public accounts are published.

The five-year financial framework forecasts average revenue growth of 3.1% and expenditure growth of 2.3%.'0 After very high increases due to the pandemic, a moderation in expenditure growth is therefore expected over the next few years. This moderation is essential for:
— presenting a responsible financial framework that inspires confidence, while ensuring adequate funding for the government’s main missions;

— coordinating monetary and fiscal policy, to help mitigate inflation and thus allow interest rates
to be reduced;

— containing the financing program in the context of high interest rates and scarcity of capital.

9 This is an upward adjustment of $129 million in 2023-2024 compared to Budget 2023-2024.
10 Excluding expenditures related to COVID-19 support and recovery measures in 2022-2023, growth would stand at 5.6% in 2023-2024 and average annual growth in total expenditures would stand at 3.0% over five years.
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TABLE A3

Multi-year financial framework

(millions of dollars)

2022-2023 2023-2024 2024-2025 2025-2026 2026-2027 2027-2028 AAGRM

Revenue
Personal income tax 42251 42 677 44171 45 898 47 624 49 387
Contributions for health services 7914 8310 8506 8773 8 964 9153
Corporate taxes 13243 12 563 13320 13 829 14 536 15 087
School property tax 1113 1126 1243 1339 1408 1478
Consumption taxes 26 597 27367 28298 29229 30076 31063
Duties and permits 5741 5821 5926 6073 6368 6467
Miscellaneous revenue 12 083 13714 14 181 14 540 15015 15500
Government enterprises 6 620 5976 6478 6559 7643 7337
Own-source revenue 115 562 117 554 122123 126 240 131 634 135472

% change® 5.4 L7 3.9 3.4 4.3 2.9 3.2
Federal transfers 28 737 31497 29 840 31480 32763 32703

% change® -15 9.6 -5.3 55 4.1 -0.2 2.6
Total revenue 144 299 149 051 151 963 157 720 164 397 168 175

% change 3.9 3.3 2.0 3.8 4.2 2.3 3.1
Expenditure
Portfolio expenditures —137 309 —140 438 —142 663 —147 254 —151747 —153 841

% change™® 7.6 2.3 1.6 3.2 31 14 2.3
Debt service —10 058 -9 867 -9978 —9998 —10 464 —11 055

% change” 164 -1.9 L1 0.2 47 5.6 1.9
Total expenditure —147 367 —150 305 —152 641 —157 252 —162 211 —164 896

% change(® 8.1 2.0 16 3.0 3.2 L7 2.3
Contingency reserve — =500 — — -500 -500
SURPLUS (DEFICIT) FROM OPERATIONS -3 068 -1754 —678 468 1 686 2779
Deposits of dedicated revenues
in the Generations Fund -3 082 -2 241 -2304 -2 443 -2652 2775
BUDGETARY BALANCE BEFORE USE OF THE STABILIZATION RESERVE -6 150 -3995 -2 982 -1975 -966 4
Use of the stabilization reserve 449 — — — — —
BUDGETARY BALANCE WITHIN
THE MEANING OF THE BALANCED BUDGET ACT -5701 -3 995 -2 982 -1975 -966 4

Note: Totals may not add due to rounding.
(1) Average annual growth rate, corresponding to the geometric mean over five years, from 2023-2024 to 2027-2028.
(2) The 1.7% growth in own-source revenue in 2023-2024 is due, in particular, to a one-time decrease in revenue from government enterprises, mainly due to low runoff affecting Hydro-Québec’s exports.

(3) The significant increase in federal transfers in 2023-2024 is due, in particular, to the additional amounts for health care announced by the government in February 2023 (nearly $1.1 billion more in 2023-2024, including a non-recurring amount of $447 million), the change in the value of the

special Québec abatement and the housing agreement ($900 million over four years, including $225 million in 2023-2024).

The decrease in 2024-2025 is due, among other things, to a decline in equalization resulting from the consideration of population data from the 2021 census. In addition, the 0.2% decrease in revenue from federal transfers in 2027-2028 is mainly due to the pace of completion of federally funded

infrastructure projects.
Excluding expenditures related to COVID-19 support and recovery measures in 2022-2023, growth would stand at 6.2% in 2023-2024.

(4

=

Average annual growth in portfolio expenditures would stand at 3.1% over five years. In 2022-2023, growth is due in particular to the impact of the enhanced refundable senior assistance tax credit and subsidies for municipal infrastructure and social housing projects.
Growth in 2023-2024 will make it possible to finance the anticipated increase in costs tied to the delivery of government services. In 2024-2025, the 1.6% growth is due, in particular, to the decline in investments related to the end of the current period of the Gas Tax and Québec Contribution
Program, the end of investments in Operation High Speed, the end of enhanced business assistance programs financed by the Labour Market Development Fund and the expiry of funding for certain government strategies in the Economie, Innovation et Energie portfolio.
(5) In2022-2023, the rapid increase in interest rates led to losses on the disposal of assets in the management of the investment activities of the Sinking Fund for Government Borrowing, resulting in a significant increase in debt service. The non-recurrence of these losses explains the decrease in debt

service in 2023-2024.
Excluding expenditures related to COVID-19 support and recovery measures in 2022-2023, average annual growth in total expenditures would stand at 3.0% over five years.
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The government’s salary increase offer
to the unions representing public and parapublic
sector employees totals 14.8% over five years

employees.

The government is offering recurring increases of 13.3% over five years. These increases are in keeping with inflation forecasts and included in the financial framework of the economic update.
— Wage parameters of 10.3% are proposed over the five-year period.

— In addition, there are differentiated increases of 3.0% over five years, intended to address the issues of the current negotiations, particularly in terms of work organization.

In addition to the above, the government is proposing a lump sum payment of up to $1 000 for all employees in 2022-2023, calculated based on the hours paid during that period, representing a non-recurring increase of 1.5%. In total, the government’s offer amounts to 14.8% over five years.

On October 29, 2023, the Minister Responsible for Government Administration and Chair of the Conseil du trésor presented the government’s fourth offer to unions representing public and parapublic sector employees as part of negotiations to renew the collective agreements of government

| Overview




33 Reducing the debt burden

O The net debt burden is lower than before the pandemic

The net debt burden was 38.0% of GDP as at March 31, 2023. This is lower than the pre-pandemic level of 41.1% of GDP as at March 31, 2020.
A gradual reduction in the net debt-to-GDP ratio to 35.9% is forecast by 2027-2028.

The government set itself the objective of reducing the net debt burden to 30% of GDP by 2037-2038.!

CHART A3

Net debt as at March 31
(percentage of GDP)
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Québec has made remarkable progress in reducing its debt load in recent decades, but it remains high nonetheless. That is why reducing the debt burden is a priority for the government. It contributes positively to economic growth through the creation of a climate of confidence conducive to private
investment and productivity growth and promotes intergenerational fairness, in particular.

The government’s debt reduction strategy rests on three key elements:
— the return to a balanced budget after deposits in the Generations Fund by 2027-2028 and the maintenance of that balance thereafter;
— increasing deposits in the Generations Fund;

— accelerated economic growth, stimulate by government action, that will contribute to reducing the relative weight of the debt.

11 Changes to the Act to reduce the debt and establish the Generations Fund were proposed in this regard. These are contained in Bill 35, An Act respecting the implementation of certain provisions of the Budget Speech of 21 March 2023 and amending other provisions, which was tabled in the
National Assembly on October 5, 2023.
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4. ALTERNATIVE FORECAST SCENARIOS

Economic activity in Québec is facing a very uncertain environment, which has persisted for some time. As a result, although the baseline scenario forecast is balanced and comparable to that of the private sector, it is not shielded from risks that could impact the economic outlook, both on the
downside and the upside.

In these circumstances, and to be transparent, the Ministere des Finances has developed one alternative scenario forecasting a recession and another forecasting greater-than-anticipated growth, so that their impact on the financial framework and the Québec government’s debt can be assessed.
O Two alternative economic forecast scenarios

The recession scenario reflects a more pronounced economic slowdown in 2024 than forecast under the baseline scenario.

Under this scenario, Québec would experience a recession in 2024. Economic activity would fall by 0.8%, a negative gap of 1.5 percentage points in comparison to the baseline scenario.

— This shock would be followed by a sharper rebound in 2025 and 2026 such that real GDP would return to a level equivalent to the baseline scenario by early 2027.

The strong growth scenario reflects a stronger increase in economic activity than forecast in the baseline scenario.

— Ifinflation moderates faster than forecast under the baseline scenario, central banks could ease monetary policy sooner and faster.

Under this scenario, economic activity would grow by 2.2% in 2024, a positive gap of 1.5 percentage points in comparison to the baseline scenario.

— This strong pace of growth would ease slightly in 2025 and 2026, bringing real GDP back in line with the baseline scenario by early 2027.

TABLE A .4

Real GDP - Québec
(percentage change, shock in percentage points)

Baseline Recession Strong growth

scenario scenario scenario

Change Shock Change Shock Change
2023 0.6 — 0.6 — 0.6
2024 0.7 -1.5 —0.8 +1.5 22
2025 1.6 +0.3 1.9 -0.4 1.2
2026 1.6 +0.9 2.5 -0.9 0.7
2027 1.6 +0.3 1.9 —0.3 1.3

Note:  The positive and negative shocks under the alternative scenarios in comparison to the baseline scenario are symmetrical. Differences may not add due to rounding.
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O Impact on the financial framework and the net debt
The alternative scenarios illustrate how achieving fiscal balance could be affected if the economic situation were to take a different path than that expected in the Update on Québec's Economic and Financial Situation.
— If the economic situation were to deteriorate, the projected deficits would be higher in the short term, but fiscal balance could be achieved in 2027-2028.
— The contingency reserve would be used, revenue measures would be implemented or expenditure growth would be curtailed to curb increases in projected deficits and reduce the pressure on the financial framework.
— Conversely, an improvement in the economic situation could reduce the projected deficits, allowing fiscal balance to be restored before 2027-2028.
CHART A4

Return to a balanced budget — Baseline scenario and alternative scenarios
(billions of dollars)
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Under the recession scenario, the net debt-to-GDP ratio would be 0.9 percentage points higher in 2024-2025, raising it to 38.7%.

— The ratio would then gradually decline to reach 36.4% of GDP as at March 31, 2028, that is 0.5 percentage points of GDP or $3.1 billion higher than under the baseline scenario.
— Long-term net debt reduction targets would be met in the recession scenario.

Under the strong growth scenario, the net debt-to-GDP ratio would decrease gradually each year.

— As at March 31, 2028, the ratio would stand at 35.5% of GDP, or 0.4 percentage points of GDP lower than under the baseline scenario.

CHART A.5

Net debt as at March 31 — Baseline scenario and alternative scenarios
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APPENDIX: QUEBEC’S ECONOMIC OUTLOOK 2021 TO 2027
TABLE A.5

Québec’s economic outlook — 2021 to 2027
(average annual, percentage rate, unless otherwise indicated)

2021 2022 2023 2024 2025 2026 2027
Output
Real GDP 6.0 2.6 0.6 0.7 1.6 1.6 1.6
Nominal GDP 11.8 9.6 4.0 34 35 35 35
Nominal GDP (billions of dollars) 504.5 552.7 575.1 594.4 615.5 637.2 659.7
Components of GDP (in real terms)
Final domestic demand 6.2 1.9 —-0.1 0.8 1.7 1.3 1.4
— Household consumption 5.4 4.7 2.8 0.8 1.8 1.8 1.8
— Government spending and investment 5.6 1.5 0.1 0.2 1.0 0.0 0.4
— Residential investment 12.9 —11.5 —18.4 0.5 2.6 1.3 12
— Non-residential business investment 73 0.5 -1.4 2.6 2.6 2.6 24
Exports 2.9 42 3.4 2.0 2.0 2.5 2.1
Imports 6.8 6.5 0.4 1.7 2.1 2.0 1.8
Labour market
Population (thousands) 8572 8672 8875 8943 9 004 9057 9104
Population aged 15 and over (thousands) 7099 7156 7255 7333 7393 7444 7491
Jobs (thousands) 4273 4403 4504 4524 4548 4567 4582
Job creation (thousands) 176.6 129.7 100.9 20.1 23.7 18.9 15.1
Unemployment rate (per cent) 6.1 43 4.3 4.5 44 42 4.0
Other economic indicators
(in nominal terms)
Household consumption 8.9 10.5 6.9 3.1 3.7 3.6 3.7
— Excluding food expenditures and shelter 11.1 12.1 6.9 2.7 3.7 34 3.6
Housing starts (thousands of units) 67.8 57.1 39.5 44.0 448 44.1 433
Residential investment 29.8 -1.6 -16.5 2.9 55 3.7 3.4
Non-residential business investment 9.5 8.0 39 4.4 3.8 4.0 4.1
Wages and salaries 10.8 9.6 55 35 3.4 33 3.1
Household income 5.6 8.6 4.9 3.7 3.4 32 32
Net operating surplus of corporations 8.9 0.1 -6.7 22 2.7 4.1 43
Consumer price index (calendar year) 3.8 6.7 4.6 2.7 2.1 2.0 2.0
— Excluding food and energy 3.0 4.7 4.5 2.8 2.1 2.0 1.8
Consumer price index (fiscal year) 4.8 6.6 43 23 2.1 2.0 2.0
GDP per capita ($) 58 849 63 737 64797 66 472 68 353 70 357 72 466
Disposable income per capita ($) 34301 36378 36 578 37 804 38 935 40 004 41 086
Sources: Institut de la statistique du Québec, Statistics Canada, Canada Mortgage and Housing Corporation and Ministére des Finances du Québec.
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Section B
TARGETED ACTIONS FOR QUEBECERS
Summary

1. Indexation of $2 billion per year for Quebecers
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2.  Providing better access to housing
2.1 Building 8 000 new social and affordable housing units
22 Helping lower-income households with housing
3. Combatting homelessness and enhancing food aid
3.1 Increasing emergency assistance to address homelessness
32 Enhancing support for culturally safe services for Indigenous people experiencing homelessness
33 Promoting social reintegration
3.4 Fostering food security for individuals and families
4.  Supporting training in specific fields
4.1 Launching the Offensive formation en construction
4.2 Supporting the attractiveness of the public health and social services network
5. Sustaining the climate transition and communities
5.1 Adapting to the impacts of climate change
52 Supporting communities and the forestry sector in response to forest fires
53 Continuing support for public transit
6.  Fostering business investment

Renewing the investment and innovation tax credit

=
'
As]

e
N
oo

les]
i

B.1







%

SUMMARY

In recent years, the government has taken concrete action to provide financial support to Quebecers. Since fall 2022, it has offered assistance totalling nearly $25 billion over six years.

— This assistance includes, in particular, a tax reduction of up to $855 per taxpayer in 2024, and the enhanced senior assistance amount, which reached a maximum amount of $2 000 per person.

While these initiatives have been beneficial, the cost of living remains an issue for many Quebecers. Persistent inflation, particularly in terms of rent and the cost of food, as well as interest rate hikes, are having an impact on the financial situation of numerous households.

To help Quebecers cope with this situation, the government will enhance the personal income tax system and social assistance benefits by 5.08%, representing nearly $8.7 billion over five years, that is, $2 billion a year that Quebecers will have access to, particularly through enhanced tax deductions
and credits. This significant indexation will be implemented on January 1, 2024, and will help improve their purchasing power.

The Update on Québec’s E ic and Fi ial Situation is an opportunity for the government to take targeted actions to meet Quebecers’ needs and
the pressing challenges they are facing.

An amount of $4.3 billion will be used to implement targeted actions, particularly in the areas of I ing batting h 1 food aid,
workforce training, climate change adaptation and business investment.
An investment of $1.8 billion will make it possible to improve access to housing, particularly through the construction of 8 000 new social and affordable housing units. In addition, an amount of $144.5 million will help strengthen the fight against homelessness and enhance food aid.

To give itself the means to act, the government has earmarked additional investments of $328.8 million in order to support training in the fields of construction, health and social services. These investments will make it possible to attract a greater number of workers, representing a significant addition
to the workforce, particularly for the launch of several major construction sites and investment projects, such as the construction of housing units, as well as for the delivery of health care and social services.

In addition, the forest fires of summer 2023 illustrate the impacts of climate change on Québec communities. Accordingly, investments of $1.5 billion have already been earmarked for adapting to climate change, particularly as part of the 2030 Plan for a Green Economy. However, the government
wants to enhance these adaptation efforts and take further targeted actions to support the climate transition and communities. It is announcing an investment of $961.3 million for this objective.

Targeted Actions
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Lastly, the current economic context has also highlighted the need to support businesses so that they can continue to grow Québec’s wealth.
simplifying the investment tax assistance plan.

TABLE B.1

Financial impact of the targeted actions for Quebecers
(millions of dollars)

To that end, the government has earmarked nearly $1 billion to foster business investment by renewing the investment and innovation tax credit (C3i) and

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Indexation to benefit Quebecers —457.6 —1987.8 -2033.3 -2074.2 -2113.4 -8 666.3
Targeted actions presented in the fall 2023 update
Providing better access to housing —219.1 -14.7 —853.1 —518.9 —242.6 —1848.4
Combatting homelessness and enhancing food aid —38.5 —26.4 —26.5 —26.5 —26.6 —144.5
Supporting training in specific fields —198.8 —130.0 — — — —328.8
Sustaining the climate transition and communities —648.9 —100.8 =76.6 —95.5 -39.5 -961.3
Fostering business investment 4.5 21.0 —133.0 —372.1 —515.8 —995.4
Subtotal — Targeted actions -1100.8 —250.9 —1089.2 -1013.0 —824.5 —4278.4
TOTAL —1558.4 —2238.7 -3122.5 -3 087.2 -2 937.9 —12 944.7
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SECTION

Close to $25 billion over six years to benefit Quebecers

Since fall 2022, the government has taken action to quickly provide Quebecers with substantial financial support in a context of high inflation.

This support totals nearly $25 billion for the period from 2022-2023 to 2027-2028:

— $57.1 million over five years as part of the current update to enhance the Shelter Allowance Program, plus an additional $50.3 million over two years that was announced as part of the fall 2022 update;

— $9.5 billion to lower income taxes and enhance the solidarity tax credit;

— $9.7 billion to enhance the senior assistance amount as of 2022;

— $3.4 billion in 2022-2023 to grant the new one-time cost of living support payment to more than 6.2 million Quebecers;

— $2.0 billion to cap rate indexing at 3% as of January 1, 2023 for a period of four years, from 2023 to 2026.

Financial impact of the actions to benefit Quebecers since fall 2022
(millions of dollars)

2022- 2023- 2024- 2025- 2026- 2027-

2023 2024 2025 2026 2027 2028 Total
Enhancing the Shelter Allowance Program
— Fall 2023 — -9.1 -14.7 —11.1 -11.1 —-11.1 =57.1
— Fall 2022 -19.2 =31.1 — — — — =50.3
Budget 2023-2024
Lowering income taxes —401.5 —1657.1 —1698.3 —1749.5 —1802.4 —-1856.9 —9165.7
Enhancing the solidarity tax credit — —42.6 —59.1 —61.4 —63.3 —65.3 —291.7
Subtotal —401.5 —-1699.7 -1757.4 -1810.9 -1 865.7 -1922.2 -9457.4
Fall 2022 update
Enhancing the senior assistance amount —1544.5 —15742 —1605.2 —1630.8 -1652.9 -1707.8 -9715.4
Granting a new one-time cost of living support payment -3367.4 — — — — — -3367.4
Limiting rate indexing to 3% —32.4 —376.5 —603.9 —301.8 —335.0 —346.0 —1995.6
Subtotal —4944.3 —1950.7 —2209.1 —-1932.6 —1987.9 —2053.8 -15078.4
TOTAL -5 365.0 -3 690.6 -3 981.2 -3 754.6 —3 864.7 -3 987.1 —24 643.2
Note: The total does not include the effect of automatic indexation of the personal income tax system and social assistance benefits.
Targeted Actions
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1. INDEXATION OF $2 BILLION PER YEAR FOR QUEBECERS
In 2023, the cost of living has continued to rise, and that increase has had a direct impact on the wallets of all Quebecers. To protect their purchasing power, the main parameters of the personal income tax system are indexed each year by a level equivalent to the rise in consumer prices in Québec.

In this context, the fall 2023 Update on Québec's Economic and Financial Situation serves as a reminder that, as of January 1, 2024, taxpayers will benefit from an indexation of the personal income tax system and social assistance benefits of 5.08%. In concrete terms, the indexation represents
$2 billion per year to the benefit of all Quebecers:

— more than $1.8 billion from the personal income tax system;
— nearly $146 million from social assistance benefits.
This indexation is in addition to the indexation of the federal personal income tax system.
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O Indexation higher than the projected inflation rate

After the indexation of 6.44% in 2023, the indexation for 2024 is the second-highest rate since the tax system began to be automatically indexed in 2002.!

In addition, this is the second consecutive year where the government has increased the parameters of the tax system and social assistance programs at a higher rate than the forecast inflation. This indexation will therefore improve Quebecers’ purchasing power.

— In 2024, Ministére des Finances du Québec forecasts show that inflation could reach 2.71%.

CHART B.1

Change in the indexation rate from 2020 to 2024
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Note: The indexation rate corresponds to the percentage change in the consumer price index for Québec (Québec CPI), excluding alcoholic beverages, tobacco products and recreational cannabis, between the 12-month period ending September 30 of the current year, and the one that ended

September 30 of the previous year.

1 Prior to 2002, the tax system was not indexed each year, although there was an ad hoc indexation in some years, including 1990, 1991 and 1992. Since 2002, the system has been indexed automatically, except for 2004 when the government exceptionally set the indexation rate at 2%.
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O Concrete examples of parameter indexation

In concrete terms, indexing the tax system increases the amounts of several deductions and tax credits. For example, in 2024:

— the maximum threshold for the first taxable income bracket will rise from $49 275 to $51 780, for a maximum tax savings of $125;
— the basic personal amount will increase from $17 183 to $18 056, for a maximum tax savings of $122;

— the maximum Family allowance will rise from $2 782 to $2 923, an increase of $141;

— the maximum amount of the solidarity tax credit for a person living alone will rise from $1 162 to $1 221, an increase of $59;

— the limit for qualifying eligible childcare expenses for children under 7 years old will increase from $11 360 to $11 935, which represents up to $403 more for a family with an income of $100 000;
— the maximum amount of the work premium for a couple with one child will rise from $3 685 to $3 873, an increase of $189.

m  Significant benefit increases for the most vulnerable

In addition, the basic annual social assistance benefit for a single person will rise from $8 700 to $9 144, an increase of $444.

— For the Basic Income Program, the annual benefit for a single person will increase from $18 576 to $19 524, an increase of $948.

Targeted Actions
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TABLE B.2

Illustration of the 2024 indexation for certain parameters of the tax system
and social assistance programs

(dollars)

2023 2024 Value
Personal income tax!)
Maximum threshold of first taxable income bracket (14%) 49275 51780 125
Maximum threshold of second taxable income bracket (19%) 98 540 103 545 250
Maximum threshold of third taxable income bracket (24%) 119910 126 000 107
Basic personal amount 17 183 18 056 122
Refundable tax credits
Family allowance
— Maximum amount per child 2782 2923 141
— Minimum amount per child 1107 1163 56
Refundable solidarity tax credit® 1162 1221 59
Refundable tax credit for childcare expensesG)
(limit for children under 7 years of age) 11 360 11935 403
General work premium
(maximum amount for a couple with children)(4) 3685 3873 189
Social assistance programs
Social assistance(®)
— Single person 8700 9 144 444
— Couple 13 464 14 148 684
Basic income program
— Single person 18 576 19 524 948
— Couple 29 064 30 552 1488

Note: For more details on the indexing of the personal income tax system, the document entitled Parameters of the Personal Income Tax System for 2024 may be consulted on the Ministére des Finances website in the “Publications” section

(1) For personal income tax parameters, the value presented corresponds to the maximum tax savings resulting from the indexation.

(2) Amount for a person living alone in a private dwelling, including the double indexation of the housing component announced in Budget 2023-2024. These parameters are in effect from July 1 to June 30.

(3) The limit for qualifying childcare expenses for children under 7 years old will cover a rate of $45.90 per day in 2024 for 260 days of full-time childcare. The value represents the effect of indexation for a family with an income of $100 000 that benefits from the 70% tax credit conversion rate for
childcare expenses of at least $11 935.

(4) The maximum amounts of the work premium for a single person, a couple without children and a single-parent family are also adjusted. Differences may not add due to rounding.

(5) Corresponds only to the indexed basic benefit, which does not include the various adjustments or temporarily limited capacity allowance.
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Other indexing

Rate indexing capped at 3%

A number of government rates are automatically indexed, generally to inflation, to reflect the rising cost of the public service. In order to mitigate the impact of inflation, the government capped rate indexing at 3% for a period of four years, from 2023 to 2026. This indexing limit applies to
several important rates, including:

— driver’s licence and vehicle registration fees;

— contribution to be paid to a residential long-term care centre (CHSLD);

— hospital parking fees;

— Hydro-Québec’s domestic rates;

— reduced-contribution childcare fees;

— university tuition fees.

The applied rates will be announced annually after determining the lesser of the rate calculated based on the standard indexation rule or 3%.

Government benefits and other amounts

Québec Pension Plan benefit

Québec Pension Plan (QPP) benefits are indexed on January 1 each year. For current retirees, benefits were indexed at 6.5%"2 in 2023.

For example, a person with a monthly retirement pension of $562.14 benefited from an increase in income of $36.54 per month, or $438.48 more for the year 2023.
Support payments

Support payments awarded pursuant to a judgment are generally indexed in accordance with the indexation rate applicable to the Québec Pension Plan on January 1 of each year or, in certain cases, on the date set forth in the judgment. For 2023, the indexation rate was 6.5%.!
For example, for a support payment of $200 per month, the monthly increase in 2023 was $13, or a total of $156 for the year.

Legal aid

The eligibility thresholds for legal aid are indexed on May 31 of each year according to the minimum wage growth rate announced on May 1 of the same year. For 2023, a single person earning $27 755 may have free access to a lawyer to obtain legal aid.

I The rate for 2024 will be known at the end of November 2023, as it will be based on the change in the consumer price index for Canada between the 12-month period ending October 31, 2023 and the period ending October 31, 2022.
2 Québec Pension Plan contributions increase according to the increase in maximum pensionable earnings.
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O Generous enhancement to the tax and benefit parameters

As of January 1, 2024, approximately five million Québec households will benefit from the increase to the tax system parameters for personal income tax and social assistance benefits. Indexation will support all taxpayers, including low-income earners and social assistance recipients.

Households earning $100 000 or less will benefit from most of the impact of increasing the parameters, totalling close to $2.0 billion for the 2024 taxation year.

— Almost 57% of the impact of the increased parameters will benefit these households.

The increase to refundable tax credits will also benefit low- and middle-income taxpayers in particular. Indeed, over 78% of this indexation will benefit households earning $100 000 or less.

TABLE B.3

Breakdown of the impact of indexing the personal income tax system and social
assistance benefits — 2024
(millions of dollars, unless otherwise indicated)

Refundable tax Social Average
Total household income Income tax() credits assistance Total impact (§)
Under $50 000 140.2 2542 145.7 540.1 224
$50 000 to $100 000 376.2 208.9 — 585.1 444
Subtotal — $100 000 or less 516.3 463.1 145.7 1125.2 302
(per cent) 41.6 78.1 100.0 56.9
$100 000 to $150 000 284.6 74.0 — 358.5 553
$150 000 to $200 000 180.5 33.6 — 214.1 693
$200 000 or more 258.7 222 — 280.8 897
TOTAL 1240.0 592.8 145.7 1978.6 396

Note: Totals may not add due to rounding.
(1) Including contributions to the Health Services Fund.

The impact of indexing the personal income tax system will be added to the impact of the tax reduction announced in Budget 2023-2024, namely:
— adecrease from 15% to 14% for the first tax rate;

— adecrease from 20% to 19% for the second tax rate.

For the 2024 taxation year, the tax reduction represents savings of nearly $1.7 billion for more than 4.5 million Québec taxpayers.
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m  Asignificant combined effect

By combining the increase in tax and social assistance parameters for the 2024 taxation year with the tax reduction announced in Budget 2023-2024, taxpayers could benefit from a significant amount.
— In addition, the parameters of the federal personal income tax system will also increase.

For example, a person living alone with an income of $60 000 could benefit from a combined effect of $842: $442 from the indexation of the income tax system and $400 from the tax reduction.
TABLE B.4

Illustration of the combined effect of the indexation and the tax reduction for a person living alone — 2024

(dollars)
Indexation
Solidarity Income Tax
Employment income Social assistance tax credit Work premi tax Subtotal reduction Total
No income 444 59 — — 503 — 503
20 000 — 59 106 — 165 — 165
40 000 — 59 — 145 204 181 386
60 000 — 182 — 260 442 400 842
80 000 — — — 260 260 597 857
100 000 — — — 260 260 797 1057
150 000 — — — 621 621 855 1476
Note: Totals may not add due to rounding.
Targeted Actions
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For a couple with two equal incomes totalling $100 000 and two school-aged children, the combined effect would be $1 269, that is, $667 from the indexation of the income tax system and $602 from the tax reduction.
— This couple’s Family allowance will increase by $405 in 2024 due to indexation.
TABLE B.5

Illustration of the combined effect of the indexation and the tax reduction for a couple with two equal incomes and two children aged 7 and 8 — 2024

(dollars)

Indexation
Household
employment Family Income
income(!) Social assistance Solidarity tax credit ‘Work premium allowance® tax Subtotal Tax reduction Total
No income 684 90 — 294 — 1068 1068
20 000 90 222 294 — 606 606
40 000 90 264 294 244 892 12 904
60 000 217 111 360 263 951 206 1157
80 000 — — 405 263 667 404 1071
100 000 — — 405 263 667 602 1269
150 000 — — 132 520 652 1095 1747
200 000 — — 124 520 644 1595 2239
Note: Totals may not add due to rounding.
(1) Household employment income corresponds to the sum of each spouse’s income.
(2) This amount includes the supplement for the purchase of school supplies.
B.14 Update on Québec’s Economic

and Financial Situation




SECTION

A considerable cumulative effect

The indexation of 5.08% in 2024 is in addition to last year’s significant indexation of 6.44%. The combined effect of these two indexations means that Quebecers benefit from a considerable amount.
—  For a couple with two equal incomes totalling $100 000 and two school-aged children, the combined effect would be $2 271, that is, $1 670 from the cumulative indexation of the income tax system in 2023 and 2024 and $602 from the tax reduction.

Illustration of the combined effect of the indexation in 2023 and 2024 and the tax reduction
for a couple with two equal incomes and two children aged 7 and 8 — 2024

(dollars)

C lative indexation
Household
employment Social Solidarity Work Family Income Tax
income(!) assistance tax credit® premium allowance® tax Subtotal reduction Total
No income 1 500 256 — 644 — 2 400 — 2400
20 000 — 256 551 644 — 1451 — 1451
40 000 — 285 593 644 536 2057 12 2069
60 000 — 535 111 848 576 2071 206 2277
80 000 — — 893 576 1469 404 1873
100 000 — — 893 777 1670 602 2271
150 000 — — 280 1139 1420 1 095 2515
200 000 — — 272 1676 1948 1595 3543

Note: Totals may not add due to rounding.

(1) Household employment income corresponds to the sum of each spouse’s income.

(2) Includes the effect of the double indexation of the housing component announced in Budget 2023-2024.
(3) This amount includes the supplement for the purchase of school supplies.
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2. PROVIDING BETTER ACCESS TO HOUSING

Housing is one of the biggest expenses for households. The housing shortage is driving rent increases, significantly impacting the financial situation of households.
— In 2022, the rental vacancy rate in Québec was 1.7%. By way of comparison, this rate stood at 3.4% in 2017.2

To address this important issue, a major intervention is needed to give Québec households access to housing that meets their needs and suits their financial situation.

In this context, the government is announcing a substantial investment of $1.8 billion over five years as part of the fall 2023 Update on Québec's Economic and Financial Situation. This investment will make it possible to build 8 000 new social and affordable housing units and will help lower-income
households with housing.

— Funding for these units is made possible through a joint effort by the federal and Québec governments, which led to an agreement in principle on October 13, 2023, to accelerate housing construction.?

Since fall 2018, the Québec government has already invested $3.8 billion in housing, including $1 billion as part of Budget 2023-2024.* The sums announced in the economic update will bring the total of these investments to nearly $5.7 billion.

The government also intends to give municipalities the means to accelerate housing construction on their territory.

TABLE B.6
Fi ial impact of the es to provide better access to housing
(millions of dollars)

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Building 8 000 new social and affordable housing units(!) -210.0 — -835.2 —493.1 -203.0 ~17413
Helping lower-income households with housing —9.1 —14.7 -17.9 —25.8 —39.6 —107.1
TOTAL —219.1 -14.7 —853.1 —518.9 —242.6 —1 848.4

Note: The appropriations will be granted to the Ministére des Affaires municipales et de I’Habitation. The amounts provided for 2023-2024 will be drawn from the Contingency Fund.
(1) The amounts provided for 2024-2025 have been moved up to 2023-2024 in order to start building units more quickly. Considering the $58.7 million planned for 2028-2029, total investments to build 8 000 social and affordable housing units amount to $1.8 billion. Of this amount, $900 million
will be financed by funds available under the Québec Infrastructure Plan, while $900 million will be financed by sums received from the federal government, through the Housing Accelerator Fund.

2 The equilibrium rate is generally recognized at 3%.
3 This agreement will allow Québec to obtain $900 million in funding from the Housing Accelerator Fund.
4 As part of Budget 2023-2024, the Québec government announced $1 billion over six years to improve housing affordability by, in particular, increasing the supply of social and affordable housing and by providing additional support to Quebecers who need to find housing.
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Nearly $5.7 billion invested in housing since fall 2018
The sums announced in this update build on the $3.8 billion in investments already allocated by the Québec government since fall 2018, and will therefore bring the investments announced in housing up until 2027-2028 to $5.7 billion.
—  Of'this amount, $3.9 billion is to allow the building of housing units, particularly via new constructions or sums to accelerate the construction of already announced housing units.
— In addition, $733 million has been announced in rent assistance measures, such as the Rent Supplement Program and the Shelter Allowance Program.
Overview of investments in housing since fall 2018
(millions of dollars)
Already Newly
announced announced Total

Construction of housing units 2170 1741 3911
Rent assistance 626 107 733
Home adaptation and renovation 410 — 410
Renovation of social housing 157 — 157
Other measures 474 — 474
TOTAL 3837 1848 5685
Note: These sums include the planned investments up until 2027-2028. Considering the sum of $197.6 million planned for the period from 2028-2029 to 2031-2032, the total invested in housing stands at nearly $5.9 billion.
Investments that will contribute to the construction of more than 23 000 housing units
The government has announced substantial funding for housing construction. These investments will make it possible to complete several projects over the next few years.
—  Considering all of the announcements since 2018, a total of $373.6 million will be earmarked for the construction of housing units in 2023-2024.
—  From 2023-2024 to 2027-2028, nearly $2.6 billion will be used to boost the construction of housing units.
The announcements in this economic update build on the investments made in recent years to help strengthen Québec’s housing sector. In total, by 2027-2028, more than 23 000 new units will have been built for Quebecers.
Number of units and amounts invested in the construction of housing units
—2023-2024 to 2027-2028
(number of units and millions of dollars)

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Projected number of units(!) 3491 4393 6596 4702 4195 23377
Amounts already announced 163.6 240.3 249.0 165.4 30.6 848.9
New investments 210.0 — 835.2 493.1 203.0 1741.3
TOTAL 373.6 240.3 1084.2 658.5 233.6 2 590.2
Note: Considering the amounts announced for housing construction since fall 2018. The number of units planned also includes units from the AccésLogis program, for which funding was announced prior to 2018.
(1) This is the planned sequence for building units under the AccésLogis Québec Program, under the Québec affordable housing program, in partnership with tax-advantaged funds, and under the second Rapid Housing Initiative. This number includes already announced units and new units

funded under this update.
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2.1 Building 8 000 new social and affordable housing units
One of the preferred solutions for addressing the lack of housing and fostering accessibility is to increase the supply of social and affordable housing throughout Québec. In addition, the availability of housing remains one of the key issues in the fight against homelessness.
Since vacancy rates remain low and it is difficult for some households to put a roof over their heads, the government is announcing major investments to increase the supply of social and affordable housing and help people find a place to live.

1 An investment of $1.8 billion to build 8 000 housing units

As part of the Update on Québec’s Economic and Financial Situation, the government is announcing that $1.8 billion will be invested over six year55 to build 8 000 social and affordable housing units, that is:
— $1.6 billion to build 7 500 housing units for low- and moderate-income households under the Québec affordable housing program and the partnership with tax-advantaged funds;
— $225.2 million to build 500 housing units reserved for homeless people under the Québec affordable housing program.

Details of the distribution of units built under the Québec affordable housing program and the partnership with tax-advantaged funds will be announced at a later date by the Minister Responsible for Housing.

TABLE B.7
Fi ial impact of es to build new social and affordable housing units
(millions of dollars)

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Building 7 500 new units as part of the Québec affordable housing program and the partnership with tax-advantaged
funds(? -210.0 — ~768.5 -393.1 -155.2 -1526.8
Building 500 housing units for homeless people(S) — — —66.7 —100.0 —47.8 —214.5
TOTAL —210.0 — —835.2 —493.1 -203.0 —1741.3

(1) Considering the $48 million in 2028-2029, the investment will total $1 574.8 million.
(2) The amounts provided for 2024-2025 have been moved up to 2023-2024 in order to start building units more quickly.
(3) Considering the $10.7 million in 2028-2029, the investment will total $225.2 million.

5 Of this amount, $58.7 million is earmarked for 2028-2029. The total amount planned between now and 2027-2028 is therefore $1 741.3 million.
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Accelerating the construction of housing in Québec

In addition to the major investments planned for the creation of affordable housing, the government is giving itself additional means to accelerate housing construction for all Quebecers. To this end, it provides for concrete actions aimed at:

— helping municipalities speed up housing construction on their territory;

— ensuring that a sufficient number of construction workers are available to build the housing units announced.

Accelerating the construction of housing in municipalities

The government wants to encourage joint planning with its partners, particularly initiatives aimed at creating social and affordable housing. Moreover, it will shortly be announcing initiatives to help municipalities speed up housing construction.

The purpose of these initiatives will be to give them greater flexibility, particularly with respect to zoning by-laws and administrative steps to get projects started. This will make it easier for municipalities to increase the density of certain parts of their territory, and delays in starting construction
projects will be reduced.

— Among other things, the government will give municipalities greater flexibility with regard to their urban planning regulations, particularly in terms of zoning by-laws.

— In addition, provisions will be put in place to promote the development of secondary suites, that is private, independent dwellings within a single-family home after subdividing it or adding on to it.!

The government’s initiatives will also aim to give the Société d’habitation du Québec greater flexibility in its dealings, particularly in the purchase and sale of buildings in order to produce housing units more easily.

Details of these actions will be unveiled soon by the Minister of Municipal Affairs and the Minister Responsible for Housing.

Supporting workforce training in construction

The government is also taking steps to ensure that enough construction workers are available to meet demand. In this regard, a workforce training plan will be implemented soon, with a particular focus on residential construction.
The Offensive formation en construction, which includes investments of $261 million over two years, aims to graduate additional workers in the short term.

— Details of this measure are presented in subsection 4 “Supporting training in specific fields.”

1 A secondary suite may be located in the basement of a house, in a finished space above the garage or in a ground-floor addition, for example.
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22 Helping lower-i h holds with housing

In addition to announcing the construction of additional units, the government also wishes to increase the assistance offered to households that are having difficulty paying their rent while respecting their financial capacity. Low-income households are particularly vulnerable to rent increases, as
paying rent consumes a large proportion of their income.

In the fall 2023 Update on Québecs Economic and Financial Situation, the government is setting aside $107.1 million over five years to help lower-income households with housing, including:
— $50.0 million to grant 4 000 new units under the Rent Supplement Program;

— $57.1 million to enhance the Shelter Allowance Program.

TABLE B.8
Fi ial impact of the es to help lower-i h holds with housing
(millions of dollars)
2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Granting 4 000 new units under the Rent Supplement Program(!) — — —6.8 —-14.7 —28.5 —-50.0
Enhancing the Shelter Allowance Program(z) -9.1 -14.7 —-11.1 —11.1 —-11.1 —57.1
TOTAL 9.1 —-14.7 -17.9 —-25.8 —-39.6 -107.1

(1) Considering an amount of $95.9 million between 2028-2029 and 2031-2032, the funding for the units under the Rent Supplement Program will total $145.9 million. These units will be associated with the new housing units announced in this update.
(2) Anamount of $11.1 million per year is recurring.

O Granting 4 000 new units under the Rent Supplement Program

The Rent Supplement Program allows low-income families to live in rental housing units owned by private landlords, housing cooperatives, non-profit organizations or housing offices, while respecting their financial capacity.

— The household pays rent equivalent to 25% of the tenant’s eligible income, with the difference between this amount and the rent being covered by the ]:\rogralm6

— For example, with this program, a household with an eligible annual income of $30 000 and rent of $1 315 per month’ would pay $625 per month for housing (25% of its income), while the program would cover the remaining $690.
To help a greater number of households having difficulty finding housing that they can afford, the government is announcing an investment of $50 million to add 4 000 units to the Rent Supplement Program.

— These units will be associated with the new housing units announced in the fall 2023 update, with the aim of turning them into social housing units.

6 Both the government and the municipality contribute to the payment of the financial assistance.
7 This is the median rent for a three-bedroom apartment in the Montréal census metropolitan area in 2023.
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More than 17 000 Rent Supplement Program units added
or renewed since fall 2018

The Rent Supplement Program enables low-income households to live in housing while spending 25% of their total income on rent. Household income must meet social housing eligibility thresholds, which vary according to household size and location. In Montréal, for example, the threshold is
$38 000 for a single person and $53 000 for a couple with two children.

Thus, an eligible houschold with an income of $30 000 will pay $625 per month for a rent of $1 315." The difference of $690 will be paid to the owner by the Office municipal dhabitation.
To benefit from the program, an eligible household must apply to a housing office, housing cooperative or non-profit organization in their area. It may also apply to certain homeowners whose building construction was subsidized by a Société d’habitation du Québec program.
An investment of more than $525 million since fall 2018 for this program
Since fall 2018, the government has invested more than $525 million in the Rent Supplement Program to add or renew units. Including the 4 000 units announced in the fall 2023 update, more than 17 000 units have been added or renewed.
As a result, the total number of units from the Rent Supplement Program that were used or available for allocation has increased by 38% since 2018, from nearly 36 250 to nearly 50 000.2

Recent investments announced under the Rent Supplement Program
(millions of dollars)

Total investment announced  Description

Budget 2019-2020 3.9  Addition of 150 units for homeless persons
Budget 2020-2021 1473 Renewal of 5 800 units

2020 update 172 New units awarded(!)

Budget 2021-2022 27.0  Addition of 975 units for various clienteles
2021 update 474  Addition of 1 900 units for various clienteles
Budget 2022-2023 75.8  Addition of 2 200 units for various clienteles
Budget 2023-2024 63.3  Addition of 2 000 units for various clienteles
2023 update 1459  Addition of 4 000 units for various clienteles
TOTAL 527.8  More than 17 000 units added or renewed

(1) Corresponds to special and temporary units set up during the pandemic. These units are not included in the 17 000-unit total shown.

1 This is the median rent for a three-bedroom apartment in the Montréal census metropolitan area in 2023.
2 Since some units were planned for a period of less than five years, the number of units available does not correspond to the sum of those available in 2018 and those added since.
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O Enhancing the Shelter Allowance Program

The Shelter Allowance Program provides direct financial assistance to low-income households that spend a significant portion of their income on housing.
For the program year 2023-2024, that is, from October 1, 2023 to September 30, 2024, the maximum monthly assistance available to households is:

— $100 per month for those that spend 30% to 50% of their income on housing;8

— $150 per month for those that spend 50% to 80% of their income on housing;

— $170 per month for those that spend 80% or more of their income on housing.

The Shelter Allowance Program is aimed at households, whether they are renters or owners, with at least one dependent child or one person aged 50 or older.

TABLE B.9

Eligibility criteria for different family situations

Family situation Eligibility criterion

Single person Be 50 or older

Childless couple One of the spouses is 50 or older
Single-parent family Have at least one dependent child
Couple with one or more children Have at least one dependent child

To qualify for the Shelter Allowance Program, households must also be considered low-income.
— Current income eligibility thresholds range from $21 500 to $42 900, depending on household type.
TABLE B.10

Maximum income thresholds for assistance based on family situation

(dollars)

Family situation Income threshold
Single person 21500
Childless couple 30300
Couple with one child 37200
Single-parent family with one or two children 37200
Couple with more than one child 42900
Single-parent family with at least three children 42 900

Note: These are the thresholds for the 2023-2024 program year, that is, from October 1, 2023 to September 30, 2024.

8 Itis expected that the first level of assistance, which corresponds to the $100 monthly amount, will be granted up to September 30, 2024.
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m  Introduction of a progressive reduction based on income

In order for households with incomes slightly above the current eligibility thresholds to continue to benefit from the program, the government is announcing the introduction of a progressive reduction that will apply above these thresholds.
— Households that were previously ineligible for the program because their income was slightly above the threshold may therefore qualify with reduced assistance, based on the excess income.

— Thus, for every dollar earned by a household above the reduction threshold, the assistance under the program will be reduced by the same amount until it reaches zero.

It should be noted that Revenu Québec will make the first payments as of March 2024, retroactive to October 1, 2023.

This represents additional assistance totalling $57.1 million over five years. This will increase the number of households assisted to almost 150 000 in 2023-2024, or 85 000 more than in 2021-2022.

m  [Illustration of the increase by household type and rent

For example, a single person aged 50 or older who spends between 30% and 50% of their income on housing was previously ineligible for the program if their income was just over $21 500.

— With the introduction of a progressive reduction, this person can now receive assistance in decreasing amounts up to a maximum income of $22 700.

CHART B.2

Monthly assistance based on the eligible income for a single person 50 or older with monthly rent of $800
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Note: In 2021, the government announced the gradual modernization of the Shelter Allowance Program, which involved a major increase in the amount of assistance provided. For more details, see page B.26.
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A couple with two children spending between 30% and 50% of their income on housing was previously ineligible for the program if their income was above $42 900.
— The couple will now be eligible for assistance up to a maximum income of $44 100.
CHART B.3

Monthly assistance based on the eligible income for a couple with two children and monthly rent of $1 200
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Note: In 2021, the government announced the gradual modernization of the Shelter Allowance Program, which involved a major increase in the amount of assistance provided. For more details, see page B.26.
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A modernization announced in the November 2021 update

The gradual modernization of the Shelter Allowance Program announced in the November 2021 update provided for, in particular, a major increase in the amount of assistance offered to low-income households to help them pay their rent.!

Maximum assistance was first increased in 2021 from $80 to $100 per month per household. A second increase in 2022 added new levels of additional assistance for households spending a greater portion of their income on housing. As a result, the amount paid is now determined by the
proportion of income spent on housing.

—  Asof October 1, 2022, eligible households can receive assistance of up to $100, $150 or $170 per month, depending on how much of their income is spent on housing.

Maximum monthly assistance in the program, based on the proportion
of income spent on housing

(dollars per month)

Proportion of income for housing October 2020 October 2021 October 2022 October 2023
30% to 49.9% 80 100 100 100
50% to 79.9% 80 100 150 150
80% or more 80 100 170 170

Additional initiatives to make the program more accessible
Over the past year, Revenu Québec and the Société d’habitation du Québec have undertaken a series of initiatives aimed at making the Shelter Allowance Program more accessible to the public.
In this respect, the process of applying for assistance has been considerably streamlined to ease the procedure for households. For example, the form has been simplified and it is now possible to apply online.

This modernization has had the desired effects. During the 2021-2022 programming year, only 62 203 households benefited from the Shelter Allowance Program, while this number increased to 124 016 in 2022-2023. The progressive income-based reduction announced in this update will
increase the number of households assisted to nearly 150 000 in 2023-2024.

Change in the number of households benefiting from the Shelter Allowance Program
(in number of households)
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Note: The years shown represent programming years. For example, the year 2022 represents the period from October 1, 2022 to September 30, 2023.
Sources: Société d’habitation du Québec and Revenu Québec.

1 The modernization of the program has also raised maximum income eligibility and abolished maximum and minimum program rents.
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3. COMBATTING HOMELESSNESS AND ENHANCING FOOD AID

Homelessness and food aid needs have risen at a worrying rate since the pandemic. The latest count estimated that the number of people who were visibly homeless rose by 44% between 2018 and 2022. In this respect, the fall 2023 Update on Québec's Economic and Financial Situation will increase
support for organizations working with the most vulnerable Quebecers.

As part of this update, the government is earmarking $338.2 million over five years to boost efforts to combat homelessness. Of this amount, $214.5 million will be used to build 500 housing units reserved for homeless people or those at risk of becoming homeless.” In addition, $123.7 million has
been earmarked for:

— increasing emergency assistance to address growing needs related to homelessness;
— enhancing support for culturally safe services for Indigenous people experiencing homelessness;
— promoting social reintegration to prevent people from falling into homelessness.

In addition, to help individuals and families whose financial resources do not allow adequate access to food, the government has earmarked $20.8 million in 2023-2024 to support food aid organizations.

TABLE B.11
Fi ial impact of the es to bat h 1 and enh food aid
(millions of dollars)

2023- 2024- 2025- 2026~ 2027-

2024 2025 2026 2027 2028 Total
Measures to address homelessness
Increasing emergency assistance to address homelessness!) —15.5 -22.0 —22.0 -22.0 -22.0 -103.5
Enhancing support for culturally safe services for Indigenous people experiencing homelessness(?) -1.0 -1.0 -1.0 -1.0 -1.0 -5.0
Promoting social reimegration(3) -1.2 —34 -3.5 -3.5 -3.6 —15.2
Subtotal — Measures to address homelessness -17.7 —26.4 —26.5 -26.5 —-26.6 -123.7
Fostering food security for individuals
and families®) —20.8 — — — — —20.8
TOTAL —-38.5 —26.4 -26.5 -26.5 —26.6 —144.5

(1) The amount of $15.5 million in 2023-2024 was announced on September 15, 2023, and will be funded from the appropriations of the Ministére de la Santé et des Services sociaux. As of 2024-2025, the appropriations will be granted to the Ministére de la Santé et des Services sociaux. In addition,
$27 million will be drawn from the Fund to Combat Addiction, that is, $7 million a year for each year from 2024-2025 to 2026-2027, and $6 million in 2027-2028. Starting in 2028-2029, recurring annual funding of $20 million is planned.

(2) The appropriations will be granted to the Ministére de la Santé et des Services sociaux. The amounts provided for 2023-2024 will be drawn from the Contingency Fund.

(3) The appropriations will be granted to the Ministére de la Sécurité publique. The amounts provided for 2023-2024 will be drawn from the Contingency Fund.

(4) Of this amount, $12 million will go to the Ministére de I’Emploi et de la Solidarité sociale, $2 million to the Ministére de 1’ Agriculture, des Pécheries et de 1’ Alimentation and $6.8 million to the Ministére de I’Education. The amounts provided for 2023-2024 will be drawn from the Contingency
Fund.

9 For more information, see subsection 2, “Providing better access to housing.”
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3.1 Increasing emergency assistance to address homelessness
Homelessness is on the rise in Québec. The most recent count estimated that 10 000 people were visibly homeless in 2022.

Faced with this worrying situation, the government wants to protect people who do not have access to a safe, stable home. On September 15, 2023, it therefore announced an additional $15.5 million in 2023-2024 to fund several emergency and extreme weather shelter projectsm selected in various
regions.

— This funding enabled the government to accept eligible projects received as part of the call for projects, in order to bolster existing emergency measures and increase the supply of shelters throughout Québec.

—  With this funding, 200 beds will be added over the course of 2023-2024 and more than 400 beds will be maintained throughout the different regions of Québec.

However, in order to continue these efforts and meet the growing demand, additional financial resources are required.

O Additional funding brings resources for emergency homeless shelter projects to $126 million

As part of the fall 2023 update, the government is confirming the funding announced for emergency assistance and is setting aside an additional investment of $22 million per year from now until 2027-2028 for emergency shelter resources.
With the amounts announced on September 15, 2023, a total of $103.5 million will be invested over five years to strengthen the emergency shelter supply and meet growing needs in the area of homelessness.

— When also taking into account the $22.5 million allocated in the last budget, projects to increase the number of emergency shelter spaces will receive funding totalling $126 million over five years.

TABLE B.12

Overview of investments related to emergency shelter projects since March 2023
(millions of dollars)

2023- 2024- 2025- 2026- 2027-
2024 2025 2026 2027 2028 Total
Budget 2023-2024 — Increasing the number of emergency shelter spaces 45 45 4.5 45 4.5 22.5
Additional amounts since Budget 2023-2024 15.5 22.0 22.0 22.0 22.0 103.5
TOTAL 20.0 26.5 26.5 26.5 26.5 126.0

10 Extreme weather shelters are safe places where homeless people can temporarily take refuge, such as in periods of extreme cold or heat, even if traditional shelters cannot accommodate them.
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The approach of the Ministére de la Santé et des Services sociaux to homelessness

Within the Québec government, the Ministére de la Santé et des Services sociaux (MSSS) is responsible for coordinating the necessary actions to roll out the national policy to fight homelessness.

— That department sets up and coordinates the various interdepartmental bodies, such as the Table interministérielle en santé mentale et en itinérance,' which develops and administers interdepartmental action plans on these various topics.

One of the priorities in the fight against homelessness is to facilitate the transition to housing and provide support resources to promote stable housing. In recent years, the work to combat homelessness has fostered the transition to stable housing, which includes emergency shelters, transitional
housing and supervised housing that provide psychosocial support services.

An initiative that makes it possible to work directly with homeless people

The MSSS coordinates action on homelessness, not only by liaising with the Société d’habitation du Québec to build housing for people who are experiencing or at risk of homelessness, but also by providing financial support to community organizations that play an essential role in delivering
direct services to these people.

The MSSS also deploys outreach teams that provide services to people wherever they are.

1 The Table interministérielle en santé mentale et en itinérance includes 23 different government departments and organizations that recognize their responsibilities in this area.
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32 Enhancing support for culturally safe services for Indigenous people experiencing homelessness

The situation of homelessness among First Nations and Inuit people is following the same trend as that observed in the most recent count performed in fall 2022. It is therefore essential that the improvement of emergency shelter and support services be culturally adapted to Indigenous people, in order
to ease the particular difficulties they face due to their specific realities.

The fall 2023 Update on Québec's Economic and Financial Situation earmarks $5 million over five years to improve government support for culturally safe services for Indigenous people experiencing homelessness.

Taking into account the $19 million set aside in the March 2023 budget plan and the $14 million earmarked in the 2021-2026 interdepartmental action plan on homelessness, close to $40 million over seven years will have been invested to support the provision of services for First Nations and Inuit
people experiencing homelessness.

Government action to support Indigenous people experiencing homelessness

In the March 2023 budget plan, the government announced investments totalling $19 million over five years to increase the supply of emergency shelter spaces and culturally safe services for Indigenous people experiencing homelessness, namely:
— $12.5 million to increase the number of emergency shelter spaces for First Nations and Inuit people in the Montréal region;
— $6.5 million to support Projets autochtones du Québec in its mission to provide emergency shelter and meals, as well as employment assistance, legal support, and mental, physical and financial health referrals to Indigenous people experiencing homelessness in the city of Montréal.

In addition, the 2021-2026 interdepartmental action plan on homelessness earmarks $14 million over five years to support projects aimed at reducing homelessness among First Nations and Inuit people. To ensure consistency in government action with Indigenous people, these measures have been
integrated into the Government Action Plan for the Social and Cultural Development of the First Nations and Inuit 2017-2022, renewed for the 2022-2027 period.

— These amounts will enable concrete, culturally adapted actions to be implemented in response to the recommendations made in the final report of the Public Inquiry Commission on relations between Indigenous Peoples and certain public services in Québec (2019) regarding services offered
to Indigenous people experiencing homelessness.
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3.3 Promoting social reintegration

There are a number of reasons why people become homeless, including job loss, poverty or substance abuse problems. One of the less-discussed factors is incarceration. It can be difficult to find housing for people leaving a detention facility, especially for those with few family, social or professional
resources.

— Research has shown that the link between homelessness and incarceration is two-way, since homelessness, unemployment and lack of support increase the risk of reoffending.

In this regard, social integration agents play an essential role in the transition from prison to the community. They help provide a social safety net by supporting vulnerable clients before the end of their incarceration, in particular to help them find a job and a place to live. Their work makes it possible
to act quickly to reduce the risk of homelessness and the likelihood of recidivism among offenders.

The fall 2023 Update on Québec’s Economic and Financial Situation earmarks an amount of $15.2 million over five years, which will be used to strengthen the team already in place in the Montréal metropolitan area and to create teams that will offer their services throughout the Québec correctional
system.
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3.4 Fostering food security for individuals and families

The government recognizes the essential contribution of food aid organizations. To meet the growing demand, the government wants these organizations to have additional resources.

In the fall 2023 Update on Québecs Economic and Financial Situation, the government is announcing a one-time, targeted assistance of $20.8 million for five food aid organizations. 1

— These amounts will enable the organizations to continue their work with the most vulnerable individuals and families and meet the growing need for food aid.

Investments to build on initiatives of recent years

Food security is a priority for the government. Since fall 2022, it has allocated $60.8 million to the Food Banks of Québec network and other food aid organizations in the field, including:
— $40.8 million for the purchase of food to meet growing food aid needs;
— $20 million to improve the storage infrastructure of the Food Banks of Québec network.

In addition to this amount, emergency assistance of $16 million! was earmarked to help organizations meet food aid needs between spring 2020 and fall 2022, which brings the total amount of assistance to $76.8 million.

1 Of this amount, $10 million was earmarked for food purchases and $6 million to improve the infrastructure of the Food Banks of Québec network.

11 These amounts include $10 million for the Food Banks of Québec network, $5 million for the Breakfast Club of Canada, $2 million for La Tablée des Chefs, $2 million for the Fondation Olo and $1.8 million for La Cantine pour tous.
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4. SUPPORTING TRAINING IN SPECIFIC FIELDS

Like other Canadian and international jurisdictions, Québec is facing a labour shortage. To counter this shortage, Québec has implemented new targeted measures in fields regarded as priorities.
Since the publication of the March 2023 budget, the government has announced additional investments of $328.8 million to support training in specific fields:

— $261.0 million to launch the Offensive formation en construction to increase the supply of labour in the construction sector;

— $67.8 million to support the attractiveness of the public health and social services network.

Note that these amounts build on the $3.9 billion over five years for Opération main-d’ceuvre announced in the fall 2021 update.

%

TABLE B.13
Fi ial impact of the es to support training in specific fields
(millions of dollars)
2023- 2024- 2025- 2026~ 2027-
2024 2025 2026 2027 2028 Total
Launching the Offensive formation en construction —-131.0 —-130.0 — — — —261.0
Supporting the attractiveness of the public health and social services network —67.8 — — — — —67.8
TOTAL —198.8 —130.0 — — — —328.8
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Opération main-d’ceuvre to combat
the labour shortage in priority sectors

In the fall 2021 update, the government announced $3.9 billion over five years to implement Opération main-d’ceuvre.

The aim of this operation is to address the labour shortage in certain priority sectors by granting:

— $2.1 billion to the areas of health and social services, education and educational childcare services;

— $1.8 billion to the areas of information technologies, engineering and construction.

The requalification and attraction of 170 000 additional workers in these fields are the focus of Opération main-d’ceuvre, which uses four levers:
— increasing the graduation rate and supporting student retention, skills adaptation and requalification among workers;

— keeping workers employed;

— integrating people without jobs into the labour market;

— using targeted immigration to meet Québec’s needs and ensuring that immigrants are integrated into the labour market.

As a result, more than $4.2 billion has been granted to support training in priority areas, with the additional investments of $328.8 million announced since the publication of the March 2023 budget.
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4.1 Launching the Offensive formation en construction

In Québec, the demand for labour in the construction industry will rise substantially with the launch of several major sites and investment projects, such as the construction of housing units, in the coming years. The current graduation rate is not sufficient to meet the demand for qualified workers.
To provide businesses in the construction industry with rapid access to the labour needed to meet the demand, the government will introduce, in January 2024, short-term training programs leading to an attestation of vocational studies (AVS) in four fields of study.

— These programs will help fill the most significant labour needs in five trades: carpenter-joiners, shovel operators, heavy equipment operators, tinsmiths and refrigerationists.

To increase the appeal of AVC and diploma of vocational studies (DVS) training programs leading to one of these five targeted trades, the government will provide financial support.

The government is also increasing the capacity of two study programs leading to a DVS, that is, in electricity and plumbing and heating.

Thus, to increase the number of skilled workers in the construction sector, the government is providing $261 million in investments over two years: $131 million in 2023-2024 and $130 million in 2024-2025.

In addition, $38.1 million will be invested to set up the resources associated with the training offer, in particular the facilities, or to acquire equipment, the cost of which will be included in the Québec Infrastructure Plan.
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4.2 Supporting the attractiveness of the public health and social services network

Staff are crucial to the delivery of care and social services. In a context of labour shortages and an aging population, the challenges to be met to provide better access to health care and social services are considerable.
To support the attractiveness of the public health and social services network, since publishing the March 2023 budget, the government has announced additional investments totalling $67.8 million, including:

— $62.0 million to relaunch accelerated training for patient-care attendants;

— $5.8 million to encourage psychology students to work in the public network.

TABLE B.14
Fi ial impact of the es to support the attractiveness of the public health and social services network
(millions of dollars)

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Relaunching accelerated training for patient-care attendants —62.0 — — — — —62.0
Encouraging psychology students to work in the public network —5.8 — — — — —5.8
TOTAL —67.8 — — — — —67.8
Note: The amounts earmarked for 2023-2024 will be taken from the appropriations of the Ministére de la Santé et des Services sociaux.
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O Relaunching accelerated training for patient-care attendants

The need for workers to strengthen the delivery of care and services in the public network is substantial.

Accordingly, on May 16, 2023, the government relaunched the accelerated training for patient-care attendants. The first cohorts to receive this training will work with clients in residential and long-term care centres (CHSLDs) and seniors’ homes.
This 375-hour accelerated training program comes with an enhanced $12 000 bursary in exchange for a six-month commitment to work in the health and social services network.

With this campaign, the government aimed to train 3 000 to 5 000 new patient-care attendants over a three-month period by the end of 2023.

An accelerated training program for patient-care attendants, with a $9 210 bursary, was launched in June 2020 and recruited 10 000 people, nearly 8 000 of whom are still employed in the public network.

O Encouraging psychology students to practise in the public network

In order to alleviate the shortage of psychologists and help strengthen frontline services in mental health, the government notably announced, on June 8, 2023, a new $25 000 bursary to encourage psychology students to work in the public network.
This new bursary is offered to students who commit to working in the public health and social services network for two years after graduation.

This is on top of the existing $25 000 bursary for psychology students doing their internship in the public education network or the public health and social services network.

Targeted Actions
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5. SUSTAINING THE CLIMATE TRANSITION AND COMMUNITIES

Climate change has an impact on communities, which must adapt to climate events that are more frequent and intense than before. In this respect, the government has taken action to support communities affected by forest fires. It also wishes to pursue its efforts related to the climate transition.
In addition, the government recognizes the important contribution of public transit to the climate transition, given the significant amount of greenhouse gas emissions produced by the transportation sector.

With this in mind, the fall 2023 Update on Québecs Economic and Financial Situation includes an investment of $961.3 million over five years. Of this amount:

— $292.1 million will be used to support climate change adaptation initiatives and to mitigate the risks associated with forest fires, in order to help communities adapt to the impacts of climate change;

— $404.2 million will be used to support communities and the forestry sector in response to the forest fires in summer 2023;

—  $265.0 million in 2023-2024 will make it possible to continue supporting public transit.

TABLE B.15
Fi ial impact of the es to in the climate transition and communities
(millions of dollars)

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Adapting to the impacts of climate change(l) —-114.9 —63.4 -39.2 —46.6 —28.0 —292.1
Supporting communities and the forestry sector in response to forest fires -269.0 -37.4 -374 —48.9 -11.5 —404.2
Continuing support for public transit® —265.0 — — — — —265.0
TOTAL —648.9 -100.8 —76.6 —95.5 -39.5 -961.3

(1) These amounts will be drawn from availabilities in the Electrification and Climate Change Fund.
(2) The appropriations will be granted to the Land Transportation Network Fund.
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5.1 Adapting to the impacts of climate change

QO More frequent and intense climatic events

Climate change is a worldwide issue that is placing increasing pressure on society and the global economy.

It has repercussions on the economy, health, the safety of communities, buildings and public infrastructure, and productivity.

— According to the Canadian Climate Institute, climate change will have a negative impact of up to 2.6% on Canada’s real GDP by the middle of the century.

In Québec, climate change has recently had a number of consequences, such as heat waves, forest fires and floods.

— Nearly 5 million hectares of forest burned in Québec this year, a much higher level compared to the 47 000 hectares that burned annually on average over the past five years.
— The total amount of rainfall during the month of July broke previous records in several regions of southern Québec, causing flooding in some places.

As a result, the government must continue to take action to help society adapt to this new reality.

B.40 Update on Québec’s Economic
and Financial Situation




QO Investments of $1.8 billion for adapting to climate change

The Québec government has already earmarked $1.5 billion over five years for adapting to climate change, a sum that stems from the 2030 Plan for a Green Economy and other initiatives.

Nevertheless, the climate events in 2023 highlight the need to further increase the resilience of communities to climate change.
To that end, the government is announcing additional investments of $292.1 million over five years:
— $260.6 million to support climate change adaptation initiatives;

— $31.5 million to carry out work to assess and mitigate risks associated with forest fires.

With the additional investments announced in the fall 2023 Update on Québec's Economic and Financial Situation, the amounts that will be invested over the next five years to adapt to climate change stand at $1.8 billion.

TABLE B.16

Investments for adapting to climate change
(millions of dollars)

%

2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Previously planned investments(!) 258.5 368.4 426.5 2425 205.1 1501.0
Additional investments
— Supporting climate change adaptation initiatives 108.9 61.9 31.2 38.6 20.0 260.6
— Mitigating risks associated with forest fires 6.0 1.5 8.0 8.0 8.0 31.5
Subtotal — Additional investments® 114.9 63.4 39.2 46.6 28.0 292.1
TOTAL 373.4 431.8 465.7 289.1 233.1 1793.1
(1) These include various initiatives such as the 2023-2028 Implementation Plan for the 2030 Plan for a Green Economy, the protection plan against floods and adaptation projects associated with transportation infrastructure.
(2) These amounts will come from the Electrification and Climate Change Fund and could also be used to fund projects to mitigate climate change.
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= Supporting climate ch daptation initiatives

8 P

To achieve the climate transition, all stakeholders must be involved.

To this end, the government is strengthening the support it provides for structuring initiatives in the fight against climate change, particularly by providing financial support for the development and execution of initiatives to make our communities greener and more resilient.
— This additional support of $260.6 million over five years will increase the capacity of communities to adapt to climate challenges.

The details of the measure will be announced at a later date by the Minister of the Environment, the Fight Against Climate Change, Wildlife and Parks.

= Mitigating risks associated with forest fires

During the forest fires of summer 2023, many emergency projects on the outskirts of populated areas in several municipalities and in the forest helped keep the flames away from communities. However, more work needs to be done in the months ahead to ensure the effectiveness of protective
measures in the event of new fires.

The amount of $31.5 million over five years will make it possible, among other things, to:
— fund work to assess and mitigate risks associated with forest fires;

— develop the municipalities’ protection lines put in place in 2023 and ensure their effectiveness in the event of new fires.
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Improving understanding of climate change impacts in Québec
and taking action to adapt to them

The Québec government is taking a number of steps to improve its knowledge of the impacts of climate change and give itself the means to take action to adapt society and the economy to climate change events.
Creation of an expert panel on climate change adaptation

In September 2023, an expert panel on climate change adaptation was created. Its mandate has two components:

— identifying priorities for the development of scientific knowledge on adaptation, supporting the government in conducting a comprehensive risk analysis and making recommendations accordingly;

— identifying the most promising courses of action in terms of adaptation in order to inform decision-making and the development of public policies.

The recommendations of the expert panel on climate change adaptation will supplement the work of the Ministére de 1’Environnement, de la Lutte contre les changements climatiques, de la Faune et des Parcs in developing the updates to the plan for implementing the 2030 Plan for a Green
Economy.

Developing knowledge about the impacts of climate change
In spring 2023, a research program was launched to gain a better understanding of the costs and potential benefits associated with climate change for various activity sectors.
In addition, a modelling tool being developed will make it possible to assess the impacts of climate change on the economy and public finances, and to support decision-making by the Québec government.

The impacts of climate change on infrastructure, the labour supply, productivity and health will be considered in particular.
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5.2 Supporting communities and the forestry sector in response to forest fires

The summer 2023 forest fires had major impacts on Québec’s communities and the forestry sector.

Given the exceptional magnitude of these forest fires, the government was quick to take major steps in recent months, totalling $253 million in 2023-2024, for the purpose of, among other things:

— increasing the fire suppression capacity of the Société de protection des foréts contre le feu (SOPFEU), whose mission includes protecting forests, communities and strategic infrastructure from forest fires;
— providing affected businesses with financial support, including working capital support, among other things;

— meeting the immediate needs of the forest industry in terms of the recovery of burned timber.

Quick action in response to the forest fires

In the exceptional context of the forest fires that affected Québec in summer 2023, the government quickly rolled out adapted measures to support the forestry sector.

Facilitating the continuation of silviculture work

To mitigate the impact of halting or slowing down in-forest silviculture work during the critical fire period, support measures were developed in conjunction with Rexforét, the government’s partner in the sustainable development of public forests.
These measures made it possible to:

— advance payments to speed up artificial regeneration, site preparation and stand maintenance work;

— extend the deadlines for silviculture work to which companies are subject, due to the constraints associated with forest fires;

— ease the contractual terms of several suppliers who were unable to meet certain obligations due to fire-related constraints.

Promoting wood recovery

Faced with the scale of the areas affected by forest fires and the rapid degradation of wood, the government acted quickly to encourage companies to salvage wood in areas affected by forest fires.

In compliance with the obligations of the Ministére des Ressources naturelles et des Foréts, the deployment of shortened special management plans and accelerated authorization processes made it possible to start wood recovery while ensuring the safety of the stakeholders involved.
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O An additional $216 million to speed up reforestation and provide financial support to SOPFEU

To support the affected regions and businesses, while ensuring that part of the burned areas are restored to production, the government is providing funding of $200.0 million over eight years, as part of the fall 2023 update, to conduct additional silviculture work to speed up reforestation.
This amount will help restore to production more than 25 000 hectares of the areas to be reforested for future harvesting, currently estimated to total over 300 000 hectares, particularly by:

— producing nearly 40 million plants;

— preparing the affected land and planting seedlings;

— maintaining reforested areas.

Furthermore, the government is providing an additional $16.0 million in 2023-2024 to help SOPFEU support communities by:

— acquiring additional equipment and training more firefighters;

— deploying the FireSmart program, aimed at preventing and mitigating forest fires.

In all, the initiatives implemented by the government to support communities and the forestry sector total $404.2 million over five years and $469.0 million by 2031-2032.

TABLE B.17
Fi ial impact of the es to support communities and the forestry sector in response to forest fires
(millions of dollars)
2023- 2024- 2025- 2026- 2027-

2024 2025 2026 2027 2028 Total
Initiatives deployed in response to forest fires( -253.0 — — — — —253.0
Speeding up reforestation in response to forest fires?® — -37.4 -37.4 —48.9 -11.5 —135.2
Helping SOPFEU support communities®) —-16.0 — — — — —-16.0
TOTAL —269.0 -374 -37.4 —48.9 -11.5 —404.2

(1) The appropriations will be granted to the Ministére des Ressources naturelles et des Foréts, the Ministére de la Sécurité publique, the Ministére de 1’Economie, de I’Innovation et de I’Energie and the Ministére de la Santé et des Services sociaux. The amounts provided for 2023-2024 will be drawn
from the Contingency Fund.

2

N

Considering the $64.8 million over the period from 2028-2029 to 2031-2032, total investments to increase silviculture work will amount to $200 million over eight years. The appropriations will be granted to the Ministére des Ressources naturelles et des Foréts. The amounts provided for 2024-
2025 will be drawn from the Contingency Fund.

(3) The appropriations will be granted to the Ministére des Ressources naturelles et des Foréts. The amounts provided for 2023-2024 will be drawn from the Contingency Fund.
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5.3 Continuing support for public transit

Government support for public transit is part of the climate transition and an integral element in the actions to reduce transportation sector greenhouse gas emissions. The emergency assistance provided since spring 2020 to maintain public transit services totals nearly $2.2 billion, including a federal
government contribution of $887.4 million. This assistance demonstrates the government’s commitment to encouraging the use of sustainable modes of transportation.

In recent months, the Minister of Transport and Sustainable Mobility has consulted with the public transit bodies and other stakeholders to identify sustainable, well-thought-out solutions to the public transit funding issues. The resulting plan will be unveiled at a later date.
To continue supporting public transit until the plan is implemented, the government’s fall 2023 update provides for additional emergency assistance of $265 million in 2023-2024, which represents nearly 60% of the anticipated deficit of public transit bodies for 2024. This brings the total assistance for
supporting the recovery of public transit since spring 2020 to over $2.4 billion.
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6. FOSTERING BUSINESS INVESTMENT

Business investment is an essential factor in boosting productivity and achieving the government’s objectives for creating wealth, particularly in the context of a labour shortage.

The government has taken a number of steps in this regard, including the introduction of the investment and innovation tax credit (C31i) and, in the 2023-2024 budget, the new tax holiday for large investment projects.

Over the past few months, the Ministere des Finances du Québec has been consulting experts from the private sector and universities in order to identify levers to foster Québec’s potential economic growth.

The experts consulted identified a number of potential investment solutions to help narrow the standard of living gaps between Québec and its main trading partners.

— Among other things, they recommended offering an incentive tax system for business investment as well as better targeting assistance to priorities and concentrating it on a small number of simple measures.
In its initial response to the experts’ recommendations, the government is:

— renewing the investment and innovation tax credit;

— simplifying the investment tax assistance plan.

TABLE B.18

Financial impact of the actions to foster business investment
(millions of dollars)

%

2023- 2024- 2025- 2026- 2027-
2024 2025 2026 2027 2028 Total
Renewing the investment and innovation tax credit — -36.7 —208.1 —448.3 —589.7 —1282.8
Simplifying the investment tax assistance plan 4.5 57.7 75.1 76.2 73.9 287.4
TOTAL 4.5 21.0 -133.0 —372.1 —515.8 —995.4
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6.1 Renewing the investment and innovation tax credit

To create a fiscal environment that is more favourable to investment, the government is announcing, in the fall 2023 Update on Québecs Economic and Financial Situation, the extension and enhancement of the C3i.
— The renewed C3i will support the acquisition of manufacturing and processing equipment, computer hardware and management software, for eligible expenditures of up to $100 million over four years.
A renewed C3i will offer a simplified fiscal environment with rates harmonized with those of the tax holiday for large investment projects. More specifically, the tax assistance will be:

— 15% for investments in the Montréal and Québec city metropolitan communities;

— 25% for investments in territories with low economic vitality;

— 20% for investments in other territories or regions of Québec.

In addition, to further stimulate investment projects, the renewed C3i will be fully refundable. This enhancement will benefit around 1 000 businesses.

— Currently, the C3i is only fully refundable for businesses with gross revenues and assets not exceeding $50 million.

Making the tax credit refundable for all businesses will provide greater support for investments, particularly those made by large industrial firms.

The renewed C3i will take effect on January 1, 2024 for acquisitions made before January 1, 2030 and will represent additional financial support of nearly $1.3 billion over the next five years.

— This will help drive investments that will stimulate productivity gains in some 10 000 businesses.
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TABLE B.19

Main parameters of the renewed investment and innovation tax credit (C3i),
as of January 1, 2024

%

Qualified corporation

A corporation with an establishment in Québec and that operates a business here(!)

Qualified property

A new property that is one of the following:

— manufacturing or processing materials
(depreciation categories 43 or 53)

— computer equipment (depreciation category 50)

— management software (depreciation category 12)

Qualified expenditures

Expense threshold:
— $12 500 per item for manufacturing and processing materials

— $5 000 per item for computer equipment or management software

Tax credit rate by territory

Basic parameters

New parameters

Montréal and Québec city metropolitan communities
Territories with low economic vitality

Other territories or regions

10%
20%
15%

15%
25%
20%

Refundability criterion

— Refundable for businesses with assets and gross revenue not exceeding $50 million

— Non-refundable for businesses with assets and gross income
of $100 million or more®

— Fully refundable for all businesses

Cumulative limit on eligible expenditures

$100 million of eligible expenditures over five years

$100 million of eligible expenditures over four years

Time frame

Property acquired before January 1, 2025

Property acquired before January 1, 2030

(1) The following continue to be excluded from the renewed C3i: tax-exempt corporations, Crown corporations or subsidiaries wholly owned by them, aluminum producing corporations and oil refining corporations.
(2) The tax credit is partially refundable for businesses that fall in between the $50 million and $100 million thresholds.
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List of territories with low economic vitality

— the labour market (number of workers aged 25 to 64);
— the standard of living (median income of the population aged 18 and over);

— demographic vitality (average annual population growth rate over a five-year period).

List of territories with low economic vitality, for application purposes of the renewed C3i

The Institut de la statistique du Québec periodically publishes the EVI for Québec’s RCMs or equivalent territories. The EVI is calculated on the basis of three indicators:

In order to take particular economic challenges in certain territories into account, the renewed C3i rate will vary based on where the investments will be made. It will be increased to 25% in territories whose Economic Vitality Index (EVI) is among the weakest 25% in Québec.

Administrative regions

RCMs or equivalent territories

Bas-Saint-Laurent

— La Matanie
— La Matapédia

— La Mitis

Saguenay-Lac-Saint-Jean

— Le Domaine-du-Roy

— Maria-Chapdelaine

Capitale-Nationale

— Charlevoix-Est

Mauricie — La Tuque
— Maskinongé
Estrie — Les Sources
Outaouais — La Vallée-de-la-Gatineau

— Papineau

Abitibi-Témiscamingue

— Témiscamingue

Cote-Nord

— La Haute-C6te-Nord

— Le Golfe-du-Saint-Laurent

Gasp fles-de-la-Madelei — Avignon — La Haute-Gaspésie
— Bonaventure — Le Rocher-Percé

Chaudiére-Appalaches — Les Appalaches

Lanaudiére — Matawinie(!

Laurentides — Antoine-Labelle

(1) Although these two RCMs are no longer part of those whose EVI is among the weakest 25% in Québec, a transition period has been allowed. They will be removed from the list of territories with low economic vitality on July 1, 2025.
Source: Institut de la statistique du Québec, Bulletin d’analyse — Indice de vitalité économique des territoires : édition 2023, [Online], [https:/statistique.quebec.ca/fr/fichier/bulletin-analyse-indice-vitalite-economique-territoires-edition-2023.pdf].
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6.2 Simplifying the investment tax assistance plan

With the tax holiday for large investment projects and the renewed C3i, the government is introducing a simplified investment tax assistance plan.

This new plan will apply to two pillars of the government’s investment support strategy:

— productivity gains resulting from the acquisition of new technologies;

— implementation of large investment projects for their structuring effects.

Together with the targeted interventions by the Ministére de I’Economie, de I’Innovation et de I’Energie, these two tax measures will help the government achieve its wealth creation goals.

O An investment tax assistance plan based on two complementary measures

Due to greater consistency in application parameters, the simplified investment tax assistance plan will facilitate business investment projects with two tax measures that each address distinct needs.

— The renewed C3i will support investments of up to $100 million aimed at increasing business productivity, for instance, by acquiring new equipment to improve production processes.

— By improving the return on investment of projects worth at least $100 million, the tax holiday is intended to serve as the trigger in the decision of a business to set up in Québec, or of a Québec business to carry out a large project.

The tax assistance rates and eligibility period will be the same for both tax measures.
TABLE B.20

Simplified investment tax assistance plan

%

Objective of the measure

gain
@ Setting up
new businesses

Poductity " Renewed C3i  Taxholiday

Eligible
capital $0 $100M $1B
investments
Assistance rate: - Montréal and Guébec City metropelitan communities 15%
- Territories with low economic vitality 25%
- Other territories or regions 20%

Eligibility period: Until December 31, 2029

Targeted Actions
for Quebecers
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Tax holiday for large investment projects
To encourage large projects in Québec that will catalyze economic development and stimulate productivity gains, the government has announced, in Budget 2023-2024, the introduction of a new tax holiday for large investment projects.
— This tax holiday represents $373 million over the next five years to support the development of large projects for creating wealth in Québec.
The tax holiday for large investment projects targets projects of at least $100 million, and offers tax assistance corresponding to 15%, 20% or 25% of eligible investments, depending on the territory in which they are carried out.

Main parameters of the tax holiday for large investment projects

Form of assistance Reduction of corporate income tax and employer contributions
to the Health Services Fund

Tax assistance rate Montréal and Québec city metropolitan communities:
15% of eligible capital investments

Other territories or regions:
20% of eligible capital investments

Territories with low economic vitality:(])
25% of eligible capital investments

Maximum period to benefit from 10 years
the tax holiday

Maximum eligible investments $1.0 billion

per project

Annual tax assistance ceiling Tax assistance ceiling spread over a 10-year period

Main eligible activity sectors Agriculture and forestry, extraction of critical and strategic minerals, manufacturing, wholesale and retail trade, transportation and warehousing, information and cultural industries,

professional, scientific and technical services, and arts, entertainment and recreation®

Eligibility application deadline December 31, 2029

(1) The list of these territories is identical to that for the renewed C3i.
(2) The list of excluded activity sectors is found in Section A of Additional Information — March 2023.

Tangible initial results
When it was introduced, the tax holiday for large investment projects was expected to support nearly 100 new large projects representing investments of more than $24 billion.

—  Over ten projects have already received an initial qualification certificate for the measure, with planned investments of over $10 billion.
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O Consolidation of investment assistance
Introduced in 2018, the additional 30% capital cost allowance enabled businesses to claim an amount equal to 30% of the capital cost allowance in the previous year in respect of certain investments made to improve productivity.

With the introduction of the simplified investment tax assistance plan, the government is consolidating tax assistance for investments by concentrating it in two complementary measures: the renewed C3i and the tax holiday for large investment projects, thereby reducing the complexity of the tax
system.

The additional 30% capital cost allowance essentially targets the same types of investments as the renewed C3i. As such, from January 1, 2024, the amounts initially earmarked for this measure will be reallocated to enhancing the C3i.
— The abolition of this measure will simplify the process for claiming various types of tax assistance for investments by grouping them together.

In addition, since 2016, the Financial Assistance for Investment Program (PAFI) offers a reduction in electricity costs to eligible industrial businesses, for a reimbursement of up to 50% of eligible investment costs.

— The deadline for applying for the program is December 31, 2023.

— This program will not be renewed given its incompatibility with the current energy context.

The enhancement of the C3i, which now provides tax assistance that is fully refundable, and the tax holiday for large investment projects will allow for the continued support of investment projects of large industrial businesses when the PAFI ends. In addition, the Ministére de I’Economie, de
I’Innovation et de I’Energie can offer specific financial assistance tailored to certain investment projects.

m  Enhanced investment support for businesses

The simplified investment tax assistance plan provides $768.2 million to enhance the C3i and $514.6 million to extend it, for a total of $1.3 billion in support over five years.
Taking into account the abolition of the additional 30% capital cost allowance, additional net support for investment will be $995.4 million over the next five years.

TABLE B.21

Additional investment support for businesses — 2023-2024 to 2027-2028
(millions of dollars)

Total over S years

Abolition of the additional capital cost allowance of 30% —287.4

Enhancement of the C3i +768.2

Extension of the C3i +514.6

Additional investment support +995.4
Targeted Actions

for Quebecers B.53




O Economic impacts of the simplified investment tax assistance plan

The simplified investment tax assistance plan will help generate a more dynamic Québec economy.

Together, the tax holiday for large investment projects and the renewed C3i will directly support investments of nearly $60 billion in Québec by 2029.

CHART B.4

Business investments supported by the simplified investment tax assistance plan
(billions of dollars)
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Québec: One of the most competitive places to invest in North America

The competitiveness of the business tax system is crucial to creating a business climate that stimulates investment. This is particularly reflected in the marginal effective tax rate (METR) on investments.

— The METR is a theoretical measure of the impact of the tax system on new investments. It represents the effect of all tax expenses and rules that influence the return on invested capital.
The tax measures announced by the government since fall 2018 have enabled Québec’s METR to compare favourably internationally, particularly in North America.

With the renewed C3i, the average METR for all Québec sectors would be 9.7% in 2023, compared with:

— 12.8% on average in Ontario;

— 13.4% on average in Canada;

— 19.2% on average in the United States.

Marginal effective tax rate (METR) on investment — 2023
(per cent)

19.2
128 ik
a7
Cudbec - Crtario Canadian averace United States
with renesved C3i

Source: Compilation by the Ministére des Finances.

Targeted Actions
for Quebecers
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FINANCIAL IMPACT
TABLE B.22

Financial impact of the targeted actions for Quebecers
(millions of dollars)

%

2023- 2024- 2025- 2026- 2027-
2024 2025 2026 2027 2028 Total

Indexation to benefit Quebecers —457.6 —1987.8 -2033.3 -2074.2 -21134 -8 666.3
TARGETED ACTIONS PRESENTED
IN THE FALL 2023 UPDATE
Providing better access to housing
Building 8 000 new social
and affordable housing units
— Building 7 500 new units as part of the Québec affordable housing program and the partnership with tax—advantaged

funds -210.0 — —-768.5 -393.1 —-1552 -1526.8
— Building 500 housing units

for homeless people — — —66.7 —-100.0 —47.8 —214.5
Helping lower-income households
with housing
— Granting 4 000 new units under

the Rent Supplement Program — — —6.8 —14.7 —28.5 —-50.0
— Enhancing the Shelter Allowance Program -9.1 —14.7 —11.1 —11.1 —11.1 —57.1
Subtotal — Providing better
access to housing -219.1 -14.7 —853.1 -518.9 —242.6 —1848.4
Combatting homelessness and enhancing food aid
Measures to address homelessness
Increasing emergency assistance to address homelessness -15.5 -22.0 -22.0 —22.0 -22.0 —103.5
Enhancing support for culturally safe services for Indigenous people experiencing homelessness -1.0 -1.0 -1.0 -1.0 -1.0 =5.0
Promoting social reintegration -1.2 —3.4 -3.5 -3.5 -3.6 —-15.2
Subtotal — Measures to address homelessness -17.7 —26.4 —26.5 —26.5 —26.6 -123.7
Fostering food security for individuals
and families —20.8 — — — — —20.8
Subtotal — Combatting homelessness
and enhancing food aid —38.5 —26.4 -26.5 —26.5 —26.6 —144.5

Targeted Actions
for Quebecers
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TABLE B.22

Financial impact of the targeted actions for Quebecers (continued)
(millions of dollars)

2023- 2024- 2025- 2026- 2027-
2024 2025 2026 2027 2028 Total
Supporting training in
specific fields
Launching the Offensive formation
en construction —-131.0 —130.0 — — — —261.0
Supporting the attractiveness of the public health and social services network
— Relaunching accelerated training
for patient-care attendants —62.0 — — — — —62.0
— Encouraging psychology students
to work in the public network —5.8 — — — — —5.8
Subtotal — Supporting training
in specific fields —198.8 -130.0 — — — —328.8
Sustaining the climate transition
and communities
Adapting to the impacts of climate change -114.9 —63.4 -39.2 —46.6 —28.0 —292.1
Supporting communities and the forestry sector in response to forest fires
— Initiatives deployed in response
to forest fires —253.0 — — — — —253.0
— Speeding up reforestation in response
to forest fires — -37.4 -37.4 —48.9 -11.5 —135.2
— Helping SOPFEU support communities —-16.0 — — — — —-16.0
Continuing support for public transit —265.0 — — — — —265.0
Sul 1-S ining climate transition and communities —648.9 -100.8 -76.6 —95.5 -39.5 -961.3
Fostering business investment
Renewing the investment
and innovation tax credit — -36.7 —208.1 —448.3 —589.7 —1282.8
Simplifying the investment tax
assistance plan 4.5 57.7 75.1 76.2 73.9 287.4
Subtotal — Fostering business investment 4.5 21.0 -133.0 -372.1 —515.8 —995.4
SUBTOTAL — TARGETED ACTIONS —1100.8 —250.9 —1089.2 -1013.0 —824.5 —4278.4
TOTAL —1558.4 —2238.7 -3122.5 -3 087.2 -2937.9 —12 944.7

Note: Totals may not add due to rounding.
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Section C

THE QUEBEC ECONOMY: RECENT DEVELOPMENTS
AND OUTLOOK FOR 2023 AND 2024
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SUMMARY
As forecast in the Québec Budget Plan — March 2023, economic activity in Québec is moderating.

— Real GDP is expected to rise by 0.6% in 2023, following growth of 2.6% in 2022.!
Moreover, persistent inflation and the prolonged rise in interest rates will dampen the outlook for growth in 2024.
— Real GDP growth is expected to stand at 0.7%, compared with the 1.4% anticipated last March.

Inflation control could allow central banks to gradually ease their monetary policy starting in the spring of 2024, thereby re-establishing an environment conducive to sustainable economic growth.

Persistent inflation, the cumulative effects of interest rate hikes,
and greater-than-expected monetary tightening will moderate
economic activity in 2024.

— For 2023, the outlook for the Québec economy is similar to
what was forecast last March.

- In 2024, forecast real GDP growth of 0.7% is lower than that
anticipated in March (+1.4%).

Inflation control could allow central banks to gradually ease their
monetary policy starting in the spring of 2024.

- More stable prices and more favourable credit conditions will
foster economic recovery.

TABLE C.1

Economic growth
(real GDP, percentage change)

SECTION

2021 2022 2023 2024

Québec 6.0 2.6 0.6 0.7
— March 2023 6.0 2.8 0.6 14
Canada 5.0 34 1.2 0.9
— March 2023 5.0 34 0.8 1.6
United States 5.8 1.9 2.0 1.1
— March 2023 59 2.1 0.5 1.3
World® 6.4 34 2.8 2.7
— March 2023 6.2 3.3 2.4 3.1
(1) Global real GDP is expressed in purchasing power parity.

Sources: Institut de la statistique du Québec, Statistics Canada, International Monetary Fund, S&P Global, Refinitiv Datastream, Bloomberg, Eurostat and Ministére des Finances du Québec.

1 Unless otherwise indicated, this section reflects economic data as at October 18, 2023.
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O As expected, economic growth is slowing down in 2023

Over the past year, most of the major central banks have raised their policy rates to control inflation. Monetary tightening is gradually impacting the economy, especially prices.

— As forecast in the Québec Budget Plan — March 2023, real GDP growth is slowing down in Québec. It is expected to fall from 2.6% in 2022 to 0.6% in 2023. This represents similar growth to that expected in March (+0.6% in 2023).
On a global scale, the economy proved resilient at the beginning of the year. The expected slowdown is taking place, but at a more gradual pace than forecast in the March 2023 scenario.

— Following a gain of 3.4% in 2022, global economic activity is expected to grow by 2.8% in 2023. Last March, a 2.4% increase was expected.

— Real GDP is expected to grow by 1.2% in Canada (+0.8% in March), while it is expected to grow by 2.0% in the United States (+0.5%), following respective gains of 3.4% and 1.9% in 2022.
m  Despite a certain decline, inflation remains high

Although price growth has moderated, inflation has slowed more gradually than expected last March.

— Persistent inflation has forced the major central banks to continue their efforts to contain price increases. They will maintain their restrictive monetary policy for a longer period than expected.
Against this background, the period of weakening economic activity will last longer than expected in March.

TABLE C.2

Consumer price index
(percentage change)

2022 2023 2024
Québec 6.7 4.6 2.7
— March 2023 6.7 35 22
Canada 6.8 4.0 2.6
— March 2023 6.8 35 2.3
United States 8.0 4.0 2.6
— March 2023 8.0 37 22
WorldV 8.7 6.9 5.8
— March 2023 8.8 6.6 43

(1) October 2023 forecast of the International Monetary Fund.
(2) January 2023 forecast of the International Monetary Fund.
Sources: Statistics Canada, International Monetary Fund, S&P Global and Ministére des Finances du Québec.
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O The economic outlook for 2024 has deteriorated

Persistent inflation and a prolonged rise in interest rates will dampen economic growth in 2024. Forecasts have been lowered for most regions.

— Global growth is expected to stand at 2.7%. In the Québec Budget Plan — March 2023, growth of 3.1% was expected.

— Economic expansion in Canada is expected to stand at 0.9%, compared with 1.6% forecast in March.

— In the United States, real GDP growth is expected to be 1.1%, while in March, a gain of 1.3% was expected.

Québec has not been spared a revision of its outlook for 2024. An increase of 0.7% in economic activity is expected, while last March, growth of 1.4% was anticipated.

Efforts to keep inflation under control will help re-establish an environment conducive to sustainable growth.

—  Over the coming quarters, excess demand is expected to continue to recede, which will gradually ease inflationary pressures.

— The slowdown in price increases should enable some central banks to begin gradually easing their monetary policy starting in the spring of 2024.

— Controlled inflation and more favourable credit conditions will foster a recovery in economic activity.

CHART C.1

Change in economic outlook in 2024
(real GDP, percentage change)

SECTION
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(1) Global real GDP is expressed in purchasing power parity.

Sources: Institut de la statistique du Québec, Statistics Canada, International Monetary Fund, S&P Global, Refinitiv Datastream, Bloomberg, Eurostat and Ministére des Finances du Québec.
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O The standard-of-living gap with Ontario continues to narrow

The Québec government has set itself ambitious goals in terms of wealth creation and increased economic potential.2

— Significant steps have been taken to increase the potential of the Québec economy and create more wealth. Among other things, a number of initiatives have been put in place to boost business productivity and encourage the integration and retention of workers in the labour market.

— Government action is bearing fruit. It has improved Quebecers’ standard of living. As a result, the wealth gap with Ontario has narrowed significantly.

The government intends to continue acting on the standard of living’s main determinants and to intensify its efforts to close the gap between Québec’s standard of living and that of Ontario.

Accelerating catch-up in Québec’s standard of living

Between 2015 and 2018, average annual growth in the standard of living in Québec was similar to that in Ontario.

— It stood at 1.3% annually on average in Québec, compared with 1.4% in Ontario.

Since 2019, however, the trend has changed.

— Between 2019 and 2022, gains in the standard of living continued in Québec (+0.7% on average annually), while real GDP per capita remained relatively stable in Ontario (+0.1%).

— Asaresult, the gap in standards of living between Québec and Ontario went from 16.1% in 2018 to 13.5% in 2022.

— The gap in the standard of living between Québec and Ontario is expected to decrease, from 13.5% in 2022 to 12.3% in 2024.

— The government intends to pursue its efforts to increase the potential of Québec’s economy to eliminate the wealth gap with Ontario.

Change in standard of living
(real GDP per capita, annual percentage change and difference in percentage points)

In both Québec and Ontario, the slowdown in economic activity in 2023 and 2024 will result in a temporary decline in real GDP per capita. Nevertheless, gains in terms of standard of living catch up are expected to continue in the next two years.

2015
to 2018 2018 2019 2020 2021 2022 2023 2024
Québec 1.3 1.8 1.7 =57 5.7 1.4 -1.7 —0.1
Ontario 1.4 1.6 0.4 -59 4.6 1.6 -1.8 —0.9
DIFFERENCE — 16.1 14.6 14.4 13.2 13.5 13.3 12.3

Note:  Ontario real GDP growth for 2023 and 2024 corresponds to the average forecast of nine private sector institutions as at October 18, 2023.
Sources: Institut de la statistique du Québec, Statistics Canada, Ontario Ministry of Finance and Ministére des Finances du Québec.

2 For more information, see the document Increasing Québec’s Economic Potential — Ambitions and Means to Achieving this Goal.
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SECTION

m  Determinants of Québec’s economic potential

One of the government’s ambitions is to create wealth. It is by acting on the determinants of economic growth that the government will achieve this objective.

The standard of living can be enhanced by acting on three levers, namely by maximizing the main pool of potential workers, the employment rate, and productivity.

— Québec has an aging population. The demographic weight of the population aged 15 to 64 is decreasing. Population aging is limiting the growth of the labour force and the contribution of the main pool of potential workers to economic growth.
— Following a decline during the pandemic, demographic growth has risen sharply over the past year, temporarily boosting the contribution of the pool of potential workers to economic activity.

— Labour market participation is essential to economic growth. The employment rate, which refers to an economy’s capacity to make full use of its available labour pool, showed significant increases over the last few years. The employment rate for the population aged 15 to 64 is at an all-time high
and Québec has the highest rate in Canada. Given this context, potential employment gains will be more difficult to achieve.

— Productivity, which is real GDP per job, measures the efficiency of workers to transform their efforts into output. Against a backdrop of aging population and full employment, productivity gains offer the greatest potential for improvement to support growth in the standard of living.

— After rising by 1.6% in 2021, a greater gain than that seen in the 10 years preceding the pandemic (+0.7% on average annually), productivity did not contribute to economic activity in 2022 and 2023. In the short term, the slowdown in real GDP growth and sustained employment growth have
slowed productivity. Productivity will return to growth starting in 2024.

Moreover, the risks inherent in the economic forecast scenario could affect the anticipated evolution of the standard of living.
TABLE C.3

Contribution of economic growth factors in Québec
(average annual percentage change and contribution in percentage points)

2010

to 2019 2020 2021 2022 2023 2024
Real GDP 1.9 -5.0 6.0 2.6 0.6 0.7
Growth factors (contribution):
— Potential labour pool(l) 0.1 —-0.1 -0.2 -0.1 0.7 0.2
— Employment rate® 1.0 -53 45 3.1 1.6 0.3
— Productivity® 0.7 0.4 1.6 -0.4 -1.6 0.3
STANDARD OF LIVING® 1.1 -5.7 5.7 14 -1.7 -0.1
Population 0.8 0.8 0.2 1.2 2.3 0.8

Note: Totals may not add due to rounding.

(1) The potential labour pool is the population aged 15 to 64.

(2) The employment rate corresponds to the total number of workers in proportion to the population aged 15 to 64.
(3) Productivity as measured by real GDP per job.

(4) Standard of living as measured by real GDP per capita.

Sources: Institut de la statistique du Québec, Statistics Canada and Ministére des Finances du Québec.
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The strongest demographic growth since the 1950s

Record population growth in Québec in 2023
Québec experienced exceptional demographic growth in 2023. The population rose by 202 500 compared with 2022, to 8 875 000 inhabitants, an annual gain of 2.3%.
— Population growth has not been this strong since 1959, during the post-war baby boom.
Population growth driven by immigration
For a second consecutive year, Québec welcomed a record number of immigrants.
— Nearly 62 800 people in 2022 and 64 500 in 2023 have been admitted to Québec after two years of low immigration.
= Québec admitted only 33 500 people per year on average in 2020 and 2021, when border restrictions relating to COVID-19 limited international migration. Recent admissions have allowed making up for delays accumulated during the pandemic.
In addition, Québec had 471 000 non-permanent residents in 2023, which is 149 000 more than in 2022. This is the highest annual increase in the number of non-permanent residents since 1972, the first year when comparable data were compiled.
— In comparison, the number of non-permanent residents increased by 38 800 in 2022.
Population growth among the lowest in Canada
Despite record growth in the number of residents, population growth in 2023 was lower in Québec (+2.3%) than in Canada as a whole (+3.0%) and in Ontario (+3.1%). This difference can be explained by the relatively smaller share of newcomers who settled in Québec.
— Québec welcomed 18% of newcomers to Canada, a proportion lower than its demographic weight (22% in 2023). In comparison, Ontario welcomed 43% of newcomers, yet accounted for 39% of the Canadian population.
As a result, Québec ranked second to last among all provinces in population growth in 2023, followed by Newfoundland and Labrador (+1.3%).

Population growth rate
(population change, per cent)
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Note: Starting in 1971, population data are based on postcensal estimates.
Source: Statistics Canada.
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1. QUEBEC’S ECONOMIC SITUATION

1.1  Moderation in economic growth will continue in 2024

As forecast in the Québec Budget Plan — March 2023, Québec’s economy has entered a slowdown phase.

— After two years of strong growth, real GDP is expected to increase by only 0.6% in 2023, identical to the increase forecast last March.

Growth moderation will continue in 2024.

— Faced with persistent inflationary pressures and domestic demand that it considered too strong, the Bank of Canada raised its policy rate twice last summer.

— These monetary policy adjustments, which were not expected last March, will be gradually passed on to the economy, extending the period of moderation until the middle of 2024.
— Real GDP is expected to grow by only 0.7% in 2024. This is a downward revision of 0.7 percentage points from the March 2023 forecast.

Starting in the spring of 2024, the moderation of inflation and the transition to a looser monetary policy will gradually re-establish an environment conducive to sustainable economic growth.

CHART C.2

Economic growth in Québec
(real GDP, percentage change)
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Sources: Institut de la statistique du Québec, Statistics Canada and Ministére des Finances du Québec.
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Economic activity slows down

The interest rate hikes initiated by the Bank of Canada in March 2022 have resulted in a slowdown in economic activity. Recent statistics confirm that economic growth in Québec is moderating.
—  Between March 2022 and June 2023, real GDP by industry remained relatively stable (—0.1%).

—  The housing market, which is sensitive to changes in interest rates, has been dampened by monetary tightening.

= Housing starts were down 32.8% for the first nine months of 2023 compared with the same period in 2022. Despite this moderation, they average 42 100 units in 2023, a level close to that seen in the 10 years prior to the pandemic (44 200 units on average annually between 2010 and
2019).

Meanwhile, the resale market is showing signs of recovery. Home resales have risen from a low of 70 500 transactions in January 2023 to 80 400 transactions in September 2023. Between September 2022 and September 2023, they rose by 3.2%, the first annual gain since May 2021.

Despite a gradual deceleration, consumer demand remains resilient. The value of retail sales is up 4.1% for the first seven months of 2023 compared with the same period in 2022 (+8.5% in 2022).

—  Moreover, labour market conditions remain tense.

= Between January and September 2023, 31 600 jobs were created (+0.7%). Despite job creation, the unemployment rate increased from 3.9% in January, a historic monthly low, to 4.4% in September. Nevertheless, the unemployment rate in Québec remains the lowest among Canadian

provinces.

The slowdown in growth will continue over the next few quarters as the effects of tighter monetary policy continue to be gradually passed on to the economy.

A technical recession, that is, a decline in real GDP for at least two consecutive quarters, is not expected in the short term. In fact, despite the 0.5% decline observed in the second quarter, recent statistics suggest a rebound in growth in the third quarter.

Recent economic indicators in Québec

(percentage change compared with the previous period, unless otherwise indicated)
Monthly change Quarterly change

June July Aug. Sept. Q1 Q2 Q3(l)
Real GDP by industry 0.1 — — — 0.3 -0.5@ —
Jobs (thousands) -84 -8.5 14.8 38.7 47.8 2.5 9.2
Unemployment rate (per cent) 4.4 4.5 4.3 4.4 4.1 4.2 44
Retail sales (nominal terms) 1.4 1.0 — — 1.4 -0.4 1.4
Consumer price index®®) 3.6 39 4.6 48 55 4.1 44
Housing starts (thousands) 36.2 39.7 51.0 52.6 36.1 353 46.0
Housing resales (thousands) 78.7 83.7 80.6 80.4 71.6 76.9 81.5
Manufacturing shipments
(nominal terms) -0.3 3.9 -1.8 — 0.5 -3.9 1.8

(1) Cumulative of available periods compared with the previous period.

(2) Change in real GDP at market prices.

(3) Change compared with the previous year.

Sources: Institut de la statistique du Québec, Statistics Canada, Canada Mortgage and Housing Corporation, Centris and Canadian Real Estate Association.
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1.2 The slowdown in economy and population aging will continue to dampen the labour market’s momentum

Since the start of 2023, the labour market is moderating. Monthly data show that employment trends have been rather stable in recent months.

SECTION

— The moderation in demand for goods and services and the slowdown in the economy will continue to limit the pace of hiring. In addition, rising wages combined with declining corporate profits could lead to difficult decision-making for some businesses.

— Moreover, population aging slows the growth in the population aged 15 to 64, thereby dampening potential for job creation.

Even though employment levels have remained relatively stable since the beginning of the year, a gain of 100 900 jobs (+2.3%) is expected in 2023. Job creation is expected to slow in 2024 (20 100 jobs, +0.4%).

The slowdown in the pace of job creation will lead to a slight increase in the unemployment rate in 2024. Nevertheless, since the labour supply is limited by demographic patterns, the unemployment rate will remain at a relatively low level against a backdrop of economic slowdown.

— Therefore, the unemployment rate is expected to stand at 4.3% on average in 2023, then to increase to 4.5% in 2024.

Moreover, the moderation in the pace of job creation will ease pressure on wages and salaries.

— Wages and salaries are expected to rise by 5.5% in 2023 and by 3.5% in 2024, following considerable increases of 10.8% in 2021 and 9.6% in 2022.

CHART C.3

Jobs in Québec
(average annual data in thousands)

CHART C.4

Unemployment rate in Québec
(average annual data in per cent)
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The labour market is moderating, but remains tense

The labour market is losing momentum
The labour market has remained stable since the start of 2023.
— Between January and September 2023, employment grew by 0.7%, a weaker growth than in Ontario (+1.4%) and Canada (+1.2%). As for the unemployment rate, it rose from 3.9% in January, a historic monthly low, to 4.4% in September.
— Moreover, the number of vacant jobs continues to fall.
= After peaking in May 2022 (252 600), the number of vacant jobs fell back 9 times. In July 2023, there were 181 500 vacant jobs in Québec.

— In addition, annual growth in hourly wages is tending to slow down. It fell from a peak of 7.4% in July 2022 to 4.2% in September 2023.

Change in employment in Québec U ployment rate in September 2023
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Québec has the most tense labour market in the country

Although economic activity is moderating, employment remains steady and tensions in the labour market persist.

— The unemployment rate stood at 4.4% in September. This is the lowest rate among the provinces. Moreover, the employment rate for the 15 to 64 age group reached 78.6% in September, the highest rate in Canada.

— The vacancy rate, which is the number of vacant positions expressed as a percentage of all vacant or occupied positions, stood at 4.5% in July. This ratio remains the highest among the provinces (3.5% in Ontario and 3.9% in Canada in July).
— In July, there were 1.2 unemployed workers per vacant position in Québec, compared to 1.7 in Canada as a whole and 1.9 in Ontario.

These tensions are explained in particular by the fact that Québec has fewer potential workers to fill the jobs available due to its aging population.

— In particular, the size of the population aged 15 to 64 in Québec grew slightly between January and September 2023 (+44 500 people, +0.8%). In Ontario and Canada as a whole, the population aged 15 to 64 grew by 2.1% and 1.9% respectively over the same period.
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1.3 Household consumption and exports will support economic activity in 2023 and 2024
The effects of deteriorating credit conditions will continue to be passed on to the economy, leading to a moderation in all GDP components.
Over the next two years, household expenditures will be one of the main drivers of economic activity.

— In particular, expenditures will benefit from the savings accumulated by households in recent years, and from the reduction in personal income tax granted by the Québec government. Nevertheless, price increases and the shock of interest payments will weigh on household budgets, making them
cautious.

Moreover, the rapid rise in interest rates has dampened the real estate market. In 2023, high financing rates will continue to have a restrictive effect on activity in this sector. However, a stabilization is expected in 2024, due in particular to the expected reduction in financing rates.

The economic environment for businesses has gotten gloomier in 2023. Moderating demand, high borrowing costs, declining corporate profits and heightened uncertainty are expected to slow non-residential business investment. However, the start-up of major projects, particularly in the mining sector
and the development of the battery sector, will support investment.

Export growth will support economic activity. In 2023, it will benefit from the weakness of the Canadian dollar, the resolution of supply chain problems and the resilience of global economic activity, including the U.S. economy in the first half of the year. However, export growth will lose momentum
as global demand weakens in 2024.

TABLE C.4

Real GDP and its major components in Québec
(percentage change and contribution in percentage points)

Change Contribution

2022 2023 2024 2022 2023 2024
Domestic demand 19 0.1 0.8 2.1 0.1 0.8
Household consumption 4.7 2.8 0.8 2.7 1.7 0.5
Residential investment -11.5 —18.4 0.5 -0.9 -1.3 0.0
Non-residential business investment 0.5 -14 2.6 0.0 —0.1 0.2
Government spending and investment L5 0.1 0.2 0.4 0.0 0.1
External sector — — — -1.4 1.3 0.0
Exports 42 34 2.0 1.8 1.5 0.9
Imports 6.5 0.4 1.7 -32 -0.2 -0.9
Inventories — — — 1.7 -0.9 -0.2
REAL GDP 2.6 0.6 0.7 2.6 0.6 0.7

Note: Totals may not add due to rounding.
Sources: Institut de la statistique du Québec, Statistics Canada and Ministére des Finances du Québec.
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1.4 Consumer demand remains resilient

Despite rising borrowing costs and high inflation, household consumption expenditure will increase by 2.8% in 2023.

— The Québec government’s reduction in personal income tax, effective since last July, the savings accumulated by households over the last few years, and growth in wages and salaries will support consumer spending.

Moreover, the financial situation of Québec households compares favourably with that of the country as a whole.

— The household debt ratio, that is, the value of household liabilities as a proportion of disposable income, is significantly lower in Québec (155.2% in 2022) than in Canada (188.3%) and Ontario (208.1%).

— As such, the relatively lower debt burden of Québec households limits their vulnerability to rising borrowing costs.

Nevertheless, consumers will be cautious in the face of the less favourable economic environment. Price increases, the shock of interest payments, and a slowdown in the labour market will moderate consumption.

— In 2024, consumer spending is expected to increase by only 0.8%.

CHART C.5
Household consumption expenditure in Québec

(percentage change, in real terms)

CHART C.6

Household indebtedness ratio
(total value of liabilities divided by household disposable income, in per cent)
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1.5 The residential sector is impacted by ive interest rate hikes

After exceptional growth in 2021, the residential real estate market has been shaken by rising interest rates.
— Housing starts fell by 15.8% in 2022 (to 57 100 units) and transactions on the resale market by 20.4% (to 87 100 transactions). Residential investment fell by 11.5%.
The effects of monetary tightening will continue to influence the evolution of the real estate market, as residential investment will decline by 18.4% for 2023 as a whole.
— The restrictive level of interest rates and high construction costs will limit the start-up of new construction projects and activity on the resale market.
— Housing starts (39 500 units) and resale market transactions (78 200 transactions) are therefore expected to decline once again in 2023.
— Meanwhile, spending on renovations is expected to decline for the second consecutive year, as many households moved up their home improvement plans during the pandemic, and construction and financing costs remain high.
Over the past few months, indicators for the residential sector have been trending upwards.

— Residential investment is thus expected to return to growth in 2024 (+0.5%). The recovery in activity in this sector will be supported by the gradual fall in mortgage interest rates, low inventories of new unsold properties, and the vacancy rate, which is at a low point.

CHART C.7 CHART C.8
Residential investment in Québec Housing starts and transactions on Québec resale market
(percentage change, in real terms) (thousands)
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The residential sector is recovering

The residential sector has begun an upward trend

After a sharp decline starting in the spring of 2022, real estate market indicators are back on an upward trend.

— New residential construction is gradually gaining momentum. Housing starts stood at 52 600 units in September 2023, the highest level since October 2022.

— The volume of transactions on the resale market rose from a low of 70 500 units in January 2023 to 80 400 units in September.

The increase in housing demand interrupted the period of correction in property prices. After reaching $460 200 in January 2023, its lowest level since October 2021, the average price of a home on the resale market returned to the growth path. It stood at $499 500 in September, a monthly high.
Contradictory forces are affecting the housing market

The rebound in the real estate market is essentially due to exceptional population growth in Québec in 2023 (+2.3%). The increase in demand is occurring at the same time as a limited supply of housing.

— The number of new listings has fallen by an average of 8.5% for the months available in 2023. In addition, the pool of new, unoccupied housing units remains well below pre-pandemic levels.

— Moreover, the vacancy rate for rental units, at 1.7% in 2022, is the lowest recorded since 2003.

In a context where the supply of housing still seems insufficient to meet demand, the upward trend in property prices is likely to continue in the short term. Nevertheless, certain factors will continue to limit activity on the real estate market.
— The sharp rise in mortgage interest rates will be increasingly felt as loans mature.

— High prices and financing costs are reducing the pool of potential buyers. In addition, demand for housing is expected to wane as a result of the slowdown in the labour market.

Transactions on Québec resale market Average home resale price in Québec
(thousands of units, annualized rate) (thousands of dollars)
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1.6 The current period of uncertainty is prompting businesses to be cautious

The outlook for investment growth has gotten gloomier in recent quarters. Increased uncertainty about economic conditions is prompting businesses to be cautious. Non-residential business investment is expected to decline by 1.4% in 2023.
— Less favourable credit conditions will dampen investment in machinery and equipment.

— Moreover, the slowdown in economic activity will reduce demand and ease pressure on production capacity.

— In addition, the decline in net operating surplus of corporations (—6.7% in 2023) will encourage some businesses to postpone their investment projects.

However, several factors will help non-residential investment to rebound in 2024. It is expected to grow by 2.6%.

— The gradual decline in interest rates expected as of the spring of 2024 will make it easier to finance expansion projects.

— In addition, the start-up of large projects, particularly in the mining and battery sectors, will support these investments.

— The transition to a low-carbon economy will have a ripple effect on non-residential business investment.

SECTION

CHART C.9 CHART C.10
Non-residential business investment in Québec Comp ts of non-residential busi investment in Québec
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1.7 The value of government investment reaches a peak

Following strong growth of 11.2% in 2022, the value of government investment will increase by 4.9% in 2023 and 2.0% in 2024. It is thus expected to reach $24.3 billion in nominal terms in 2024, a record high.

— Governments are an important driver of economic activity in Québec. The value of government investment as a proportion of GDP was 4.1% in 2022, compared to 3.8% in Ontario.

In particular, investments under the 2023-2033 Québec Infrastructure Plan (QIP) are reaching record levels. This plan aims to rehabilitate infrastructure in a state of asset maintenance deficit and to add new infrastructures that meet the needs of the population.
— The QIP amounts to $150.0 billion over a 10-year period.

— These investments provide significant support to the economy. In particular, they make it possible to provide the population with modern, quality infrastructure.

Moreover, the high levels of investment planned in Québec’s major municipalities and the federal government’s Investing in Canada Plan will also support growth in these investments.

CHART C.11

Government investments in Québec
(billions of dollars, in nominal terms)
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1.8 Exports will be a major contributor to economic activity

Export growth will remain strong in 2023 (+3.4%). In particular, it will benefit from:

— the weakness of the Canadian dollar;

— the resolution of supply chain problems;

— the resilience of global economic activity, mainly that of the United States, in the first half of the year.

However, export growth is expected to lose momentum in 2024 (+2.0%) as global demand weakens.

As for import growth in 2023 (+0.4%), it will be limited by the decline in domestic demand (—0.1%), in particular by the drop in investment in machinery and equipment (—6.1%). In addition, the weakness of the Canadian dollar will likely limit the volume of imports.
Import growth (+1.7%) is expected to strengthen in 2024, as domestic demand gets back on the growth path.

Since export growth will be significantly higher than import growth in 2023, the external sector will contribute significantly to economic activity.

CHART C.12 CHART C.13
Exports in Québec Imports and domestic demand in Québec
(percentage change, in real terms) (percentage change, in real terms)
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1.9 Inflation may be fading, but it remains present

Global inflationary pressures are gradually easing. The easing of supply chain disruptions is increasing the supply of goods, while the slowdown in economic activity is dampening demand. Accordingly, after peaking at 8.0% in June 2022, annual growth in the consumer price index (CPI) is
decelerating. It stood at 4.8% in September 2023.

Although inflation is showing signs of moderation, price growth remains high:

— the cost of gasoline returned to an upward trend over the summer, due to reduced oil supplies from the main producing countries;

— rising interest rates are putting pressure on housing costs;

— food prices are rising sharply.

Inflation remains above the Bank of Canada’s target range of 1% to 3%. The Bank estimates that it usually takes 18 to 24 months for the effects of monetary policy adjustments to be fully passed on to the economy.

As aresult, inflation is expected to moderate over the coming months, as the economy adjusts to interest rate hikes. CPI growth is expected to return below the 3% upper limit of the target range starting in the second quarter of 2024.

— As for prices measured by the household consumption expenditure deﬂauor,3 they will fall below 2% as of the third quarter of 2024. This moderation reflects households’ capacity to adjust their consumption to price fluctuations.

CHART C.14 CHART C.15
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3 The household consumption expenditure deflator measures price variations by dividing the value of household consumption expenditure by its volume. It is used to correct the total for the effects of inflation.
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Stronger inflation in Québec than in Canada

Inflationary pressures have gradually eased in recent months. However, since the beginning of the year, price increases have been higher in Québec than in Canada.

— Annual growth in the CPI reached 4.8% in Québec in September, against 3.8% in Canada. For the ninth consecutive month, Québec’s CPI increase exceeded that of Canada.

Significant increase in labour costs

The gap in price growth between Québec and Canada is mainly due to inflation in the services sector, while, overall, prices for goods show a similar trend.

— Annual growth in the CPI for services reached 5.2% in Québec in September, compared with 3.9% in Canada.

Service prices are based in part on labour costs. However, the labour shortage, which is more pronounced in Québec than in Canada, has put more pressure on wages.

— The minimum wage has been raised from $13.10 per hour in 2020 to $14.25 in 2022 and $15.25 in 2023. This increase also has a ripple effect on the pay of low-wage workers.

— Moreover, average weekly earnings have risen faster in Québec (+16.0%) than in Canada (+13.7%) between 2019 and 2022.

— Businesses gradually adjust their prices to reflect rising costs. As a result, wage increases are gradually passed on to the components of inflation that require a higher labour contribution.
Moreover, wage growth and transfers from all levels of government to households since the start of the pandemic have supported household disposable income and demand for goods and services.
— Between 2020 and 2022, household disposable income rose by 12.9% in Québec, compared with 9.6% in Canada.

— In addition, Québec households saved a greater proportion of their income at the start of the pandemic than Canadian households. For example, the savings rate was 29.4% in Québec in the second quarter of 2020, compared with 26.5% in Canada. A portion of accumulated savings has been
disbursed in recent quarters, which further supported demand in Québec.
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Stronger inflation in Québec than in Canada (cont.)

CPI, housing component
(annual percentage change)

Strong housing price growth

Sustained growth in food prices

An increase in the tobacco tax

A decrease in childcare costs

An expected moderation in prices

In recent months, the inflation rate for the housing component has maintained a high growth rate. In particular, soaring mortgage rates have driven up financing costs and prices on the rental market.

— In September 2023 compared with September 2022, the housing price index rose by 6.7% in Québec, compared with 6.0% in Canada.

— Food prices grew by 6.7% in Québec and 5.9% in Canada in September.

Last February, the Québec government raised the specific tax on tobacco products. This increase raises the price paid by consumers, and consequently the CPI.

The factors that have kept inflation high in Québec will likely fade, and the gap between Québec and Canada is expected to narrow gradually over the coming months.

— In particular, the moderation in the labour market will ease pressure on wages. As a result, labour costs in Québec are expected to rise at a rate similar to that observed in Canada.

CPI, food component
(annual percentage change)

Food prices have also surged in recent months. In particular, supply chain disruptions, rising transportation costs and unfavourable weather events have contributed to food inflation. In addition, the labour shortage has put further pressure on food prices in Québec.

The federal government has undertaken to reduce costs in all provinces. This measure slows inflation in Canada, but has no effect on price trends in Québec, since the province already benefits from affordable childcare costs.
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1.10 Nominal GDP will grow less quickly
Growth in nomi