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2003 Statistical Summary
% Change
2002 to 2003
(per cent change unless
otherwise indicated)
N.B. Canada
Output and Income
GDP
Current $ 43 52
Chained $ (1997) 2.0 1.7
Personal Income 33 2.7
Capital Formation 9.2 44
Foreign Exports 4.1 -3.2
Retail Trade -0.3 3.1
Population and Labour Force
Total Population (July 1) 0.1 0.9
Labour Force 0.0 2.1
Employment -0.2 2.2
Unemployment 1.7 1.8
Unemployment Rate (%) 10.6 7.6
Participation Rate (%) 63.3 67.5
Industrial
Farm Cash Receipts -4.5 -5.0
Housing Starts 16.2 6.5
Manufacturing Shipments 2.7 -0.8
Sawn Lumber Production -2.1 -1.6
CPI 3.4 2.8
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Overview

Following a year of recovery, the Canadian economy in 2003 stumbled
through a series of unfortunate events causing growth in real gross domestic
product (GDP) to slow to 1.7%. A consumer-led recovery, with monetary
and fiscal policies geared for expansion, resulted in the US economy
increasing by 3.1%. In New Brunswick, slower economic growth of 2.0%
was partly due to the appreciation of the Canadian dollar, which negatively
impacted most exporters.

Increases in New Brunswick housing starts, investment, manufacturing
shipments, exports and wages and salaries surpassed the national rates.
Capital investment increased and registered as the second highest level on
record. Mineral production, port tonnage, electric power generation and
restaurant receipts also improved. While population growth was only 0.1%,
it was the highest rate posted since 1996.

Retail trade growth in New Brunswick was flat while decreases were
reported for farm cash receipts and tourism. Consumer inflation remained
above 3% for the second year in a row.

New Brunswick employment showed little change following a strong
performance in 2002. While full-time employment registered a slight gain,
it was offset by a decline in part-time work. With no change in the labour
force, the unemployment rate edged up to 10.6% and the participation rate
was down somewhat at 63.3%. Growth was higher for the goods producing
sector with respect to employment and wages and salaries.

For 2004, economic growth in North America is expected to be stronger and
real GDP for New Brunswick is projected to increase 2.8% with solid
growth from both the goods producing and service sectors. As well, the
province is celebrating its cultural diversity by marking the 400"
anniversary of the foundation of Acadia, which will have a positive impact
on tourism. Capital investment is expected to increase due to new projects,
the continued twinning of the Trans-Canada Highway and higher residential
investment. New Brunswick employment is forecast to be higher and result
in an improved unemployment rate. Growth in consumer inflation is
expected to be lower.

The New Brunswick Economy 2004 5
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International Economy Shows Renewed Strength

In 2003, a recovery finally took hold across industrialized countries. The
strong momentum already achieved in Asia, North America and the United
Kingdom provides ample evidence of the renewed strength of the world
economy. The calming of the geopolitical environment, allowing oil prices
to stabilize and confidence to strengthen, the effects of the US recovery, and
an improvement in Japan’s performance and fast-growing markets in other
Asian economies have all contributed to the resurgence in the global
economy.

US economy improved

Real GDP
4.6 Il 2003
[ 2004

3.1*
2.7%*
2.2
1.8
0.4**
uU.S. Euro zone Japan

Source: Consensus Economics
* US Department of Commerce
**Eurostat
*** Government of Japan (ESRI)

Growth in the US economy continued to improve in 2003 with both
monetary and fiscal policies geared for expansion. Real gross domestic
product (GDP) increased by 3.1%, compared to 2.2% in 2002, with personal
consumption expenditures, federal government spending, equipment and
software and residential investment contributing significantly to growth.

It was a dismal year for job creation as non-farm payroll employment fell
by 11,800 jobs in 2003, a muted reoccurrence of the contraction in the
previous two years. The unemployment rate rose to 6.0% from 5.8% in
2002. In a departure from typical US recoveries, productivity gains drove
manufacturing growth, not employment.

The Federal Reserve reduced its target interest rate to a 45-year low of 1.0%
in response to fears of deflation, poor performance in the job market and a
perceived lack of sustainable growth. The US dollar experienced significant
weakness in 2003, a boost for American exporters and the burgeoning US
current account deficit. The budget deficit grew significantly in response to
increased defense spending and tax cuts, reaching a record $375 billion in
fiscal year 2003; the deficit is projected to be $521 billion or 4.5% of GDP
in 2004. US equity markets recovered in 2003 with the NASDAQ showing
an impressive 50% gain.

2003 saw a continuation of the consumer-led recovery. Consumer
confidence numbers rose throughout the year as Americans became more
assured about the health of the US economy. Housing starts continued to
climb, buoyed by low mortgage rates.

The manufacturing survey of the Institute for Supply Management showed
economic activity in the sector grew in the second half of the year, but
shipments and new orders were weak.
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Euro zone economy struggled

The Euro zone economy continued to struggle in 2003 as the euro
appreciated against the US dollar, slowing factory orders and diminishing
the export-led recovery that was so needed. Growth is estimated to be 0.4%
in 2003, compared to 0.9% in 2002. The slump has cut profitability and
business confidence, forcing firms to cut capital spending and employment,
resulting in soft household spending.

Job gains in the zone have been largely non-existent in the last two and
one-half years. On a more positive note, manufacturing activity posted its
first gain in seven months in the fall and industrial production also showed
gains late in the year.

The European Union’s Stability Pact, which constrained government
spending, was suspended on November 25"; Germany and France
succeeded in gaining enough support to allow them a reprieve until 2005
from the pact’s rigid 3.0% deficit-to-GDP ceiling. The European Central
Bank (ECB) cut its target rate twice in 2003 to a historic low of 2.0% as
inflationary pressures faded.

Consumer confidence and retail spending data were hesitant in 2003,
reflecting the pace of the recovery. The upturn is expected to be gradual,
supported by consumers, inventories and improved external demand. As for
business, the US recovery is restoring confidence in the zone but is slow to
translate into new orders and output.

Japan economy stronger

Encouraging economic data has stimulated optimism in the country’s
economic activity. Real GDP grew by 2.7% in 2003 with gains owed to
domestic demand, especially capital investment and net exports.
Manufacturers’ sentiment improved, having made their best profits in
10 years.

Deflation and corporate and banking weakness will continue to slow the
pace of the recovery. The reform and restructuring that is so badly needed to
repair Japan’s economy will take some time.

There is little room to move for Japan’s fiscal and monetary policy; public
debt levels are the highest in the G7, and the Bank of Japan official discount
rate remains at its September 2001 level of 0.1%. The bank intervened in
the foreign exchange market a number of times in 2003 to dampen the
appreciation of the yen against the US dollar.

Recovery continues in 2004

In 2004, a progressive recovery in Europe and Japan and continued growth
in the US are likely, assisted by continued monetary easing and moderate
long-term interest rates. Forecasters are predicting a strong year for the US
economy. However, risks include government balance sheet problems in
Europe, high household debt in the US, the United Kingdom and Australia,
and the persistence of very large current account imbalances in the US.

A potential pandemic such as avian flu could also have a profoundly
negative effect on world economies in 2004.

The New Brunswick Economy 2004 7
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Monetary Policy Subdued

The Bank of Canada and US Federal Reserve took a more subdued
monetary policy stance in 2003.

The Federal Reserve adjusted its Federal Funds rate only once, a cut of
25 basis points in June to 1.0%, the lowest the rate has been in 45 years.
The Bank of Canada raised its target overnight rate twice by 25 basis points
early in the year, only to reverse it in July and September as inflation fell
rapidly, due in part to declining crude oil prices and automobile insurance
rates.

The Canadian dollar appreciated widely against the US and other major
currencies in 2003. Over the 12-month period, the dollar gained 21%
against the US dollar, due mainly to weakness in the US currency. Only the
euro regained its value against the Canadian dollar by the end of the year.

This strength has cost exporters as their goods became more expensive to
foreign buyers, particularly US customers in the throes of an economic
recovery. Gains in the US dollar-denominated commodities were wiped out
by the appreciation of the Canadian dollar. Domestic consumers benefited
with increased purchasing power, as did firms purchasing foreign-made
machinery and equipment.

The Bank of Canada was optimistic that the economy would regain some
momentum late in the year, and then tempered its confidence when the
economy failed to show marked improvement.

The bank foresees both the CPI and core inflation remaining low well into
2005, returning to its 2% target level by the end of that year. It projects that
the economy will likely return to almost full capacity by the third quarter of
2005.

With the continued pressure from the appreciation of the Canadian dollar
and persistently low inflation, decreases to the bank’s target interest rate
may be the order of the day for 2004.

Canada Economic Indicators
Growth Rates, 2002 to 2004

2002 2003 2004
(per cent change unless
otherwise indicated)

Gross Domestic Product (GDP) 4.3 5.2 4.9
GDP (real) 33 1.7 3.0
Personal Income 33 2.7 5.0
Corporate Profits Before Taxes 4.3 10.1 6.6
Employment 2.2 2.2 1.8
Unemployment Rate (%) 7.7 7.6 7.4

CPI 2.2 2.8 1.5

' Projections — NB Finance
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Canadian Economy
GDP Growth Slowed in 2003

A year of recovery in 2002 was followed by a setback in 2003 as the
Canadian economy stumbled through a series of unfortunate events.
Economic activity slowed as the year progressed and resulted in real GDP
growth of 1.7%. Provincially, Newfoundland and Labrador and
Saskatchewan are projected to be the growth leaders at 4.5% each, and
British Columbia is predicted to trail at 1.3%.

The first quarter showed promise early on as growth driven by energy,
construction and retail industries advanced the economy by 0.6% over the
fourth quarter of 2002, but quickly lost steam. Second quarter activity
declined 0.2%, compared to the first, as the impact of SARS, Bovine
Spongiform Encephalopathy (BSE) and a stronger Canadian dollar rippled
through the economy. This was the first quarterly contraction of economic
activity since the third quarter of 2001 when the economy was impacted by
the events of September 11™. Third quarter performance reflected the
impacts of forest fires in British Columbia, BSE, hurricane Juan and the
Ontario power outage. Growth registered at 0.3% over the second quarter,
but excluding the massive business inventory drawdown that occurred, real
GDP was 1.6%, suggesting strong underlying demand. The fourth quarter
was led by an improvement in exports, which lifted manufacturing, while
consumer spending was flat, resulting in growth of 0.9%.

An unprecedented appreciation of the Canadian dollar served to slow
exports, an important component of the nation’s GDP, but was a boon for
importers. Owing mainly to a long awaited correction in the US dollar, the
loonie gained in strength by 21% over the 12-month period, from
63.8 cents (US) to 77.1.

In 2003, employment grew by 2.2% (+334,000), the same rate as in 2002.
The number employed was 15.7 million, representing 62.4% of the
working-age population, the highest annual rate of employment on record.
Job gains during the first eight months were minimal, largely due to job
losses in the manufacturing sector, but surged ahead during the final four
months with an increase in full-time positions. The unemployment rate in
2003 was 7.6%, down slightly from 7.7% in 2002. Alberta led with
employment gains of 2.9% or 48,000 jobs while Manitoba had the lowest
unemployment rate at 5.0%.

Retail sales in 2003 were up 3.1%, compared to 6.0% growth in 2002.
Excluding motor and recreational vehicle dealers, retail sales were more
encouraging. New motor vehicle sales declined by 3.3% in value in 2003.

Low financing rates continued to encourage homebuyers and builders in
2003. Building permits set a new annual record and grew by 7.5%, just
short of the increase in 2002. Housing starts were also up 6.5%. The
manufacturing sector had a hard year with shipments falling 0.8%,
compared to 2002. Exports were also hard hit, declining 3.2% thanks in a
large part to the rapid appreciation of the dollar.

In the financial markets, the TSX/S&P Composite Index had a total return
of 26.7% in 2003, recovering from a loss of 12.4% in 2002, but still 28%
below its high in 2000. Bond markets continued to grow with the Scotia
Capital Universe overall total return up 6.69%, compared to 8.73% in 2002.
Canadian investors attempting to realize returns on US investments were
disappointed as the appreciation of the Canadian dollar consumed most of
their US dollar-denominated returns.

The New Brunswick Economy 2004 9
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GDP Growth Stronger in 2004

With the shocks of 2003 behind us, 2004 should be a better year for the
Canadian economy with some caveats. The BSE situation continues to
haunt cattle farmers due to the discovery of a single American case that
originated in Alberta. The dollar’s rise will continue to hamper exports, but
the pace of the US economic expansion could outweigh the negative effects
of the dollar. Recoveries in Europe and Japan coupled with the appreciation
of the Canadian dollar against the yen, pound and other international
currencies will not buoy the export-oriented Canadian economy. An
uncertain geopolitical situation and its implications for crude oil, the
upcoming US presidential election and a new prime minister for Canada
will all shape the direction of economic growth in 2004. Private sector
forecasters expect Canada will see growth averaging 3.0% in 2004 with the
top performers being Alberta, Saskatchewan, Ontario and Newfoundland
and Labrador.

Employment for 2004 is forecast to grow at a slower rate than in 2003 and
the unemployment rate is expected to fall modestly.

New Brunswick Economic Indicators
Growth Rates, 2000 to 2004

2000 2001 2002 2003 2004!
(per cent change unless otherwise

! Projections — NB Finance
* As of July 1

indicated)
Economic Accounts
Gross Domestic Product (GDP) 6.0 2.9 1.9 4.3 4.0
Personal Expenditures 5.4 2.9 4.8 3.5 34
Government Current Expenditures 2.3 6.4 5.1 3.7 3.7
Capital Formation 34 -132 0.4 9.2 53
GDP (real) 3.1 1.0 4.0 2.0 2.8
Income
Personal Income 4.9 1.9 1.9 33 35
Labour Income 6.1 0.5 3.5 3.7 4.4
Corporate Profits Before Taxes 8.5 -5.3 2.5 3.1 1.2
Population and
Labour Market
Population, Total” 00 -0.1 00 0.1 0.0
Labour Force 1.6 1.3 24 0.0 0.7
Employment 1.8 0.0 33 -0.2 1.2
Unemployment Rate (%) 10.0  11.2 10.4 10.6 10.2
Participation Rate (%) 61.6 622 635 633 63.5
Other
CPI 33 1.7 34 34 1.0

10
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New Brunswick Economy
GDP Growth Slower in 2003

e Due to lower than anticipated growth in employment and the rapid
appreciation of the Canadian dollar, which has served to negatively effect ‘ Real GDP
most exporters (especially those in the resource-based sectors such as
forestry, mining, agriculture and the processing of those goods), the
Department of Finance estimates economic growth will reach 2.0% in 2003.
However, higher prices for certain commodities on the US markets (such as
lumber, pulp and paper) have dampened the overall negative impact of the
large exchange rate correction with positive growth therefore expected in
most of these industries. Private sector forecasters estimate New
Brunswick’s economic growth for 2003 will fall within the 1.4% to 2.6%
range, with an average of 1.8%.

Per Cent

e Labour income, the major component of personal income, showed
surprisingly strong growth, considering the weakness in employment.
Despite the increase in labour income, retail sales remain weak, reflecting
lower sales of interest rate sensitive items (such as cars, furniture and
household appliances) and lower employment. As a result, overall real
personal expenditures are expected to increase slightly in 2003 as growth in 1999 2000*  2001*  2002*  2003*

1 1 0, 1 * Source: Statistics Canada
consumer inflation reached 3.4% for the second consecutive year. + Souree: Range of private Sector forecasts

e Investment showed positive growth in 2003, due to higher public
investment (Coleson Cove project and twinning of the Trans-Canada
Highway) and residential construction investment, which continues to
benefit from low interest rates and mortgage rates. An important part of the
increase in residential construction investment is due to the substantial rise
in housing starts. Based on the strength of these projects, real public capital
investment is anticipated to show a sizeable increase in 2003.

e A weaker labour market in 2003 resulted in minimal change to
employment, a sharp contrast to the strong growth of 2002. Declining
employment in accommodation and food services, transportation and
warehousing and public administration was partly compensated by higher
employment in manufacturing, business, building and other support
services, health care and social assistance and professional, scientific and
technical services.

The New Brunswick Economy 2004 11
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The economic recovery in the US and world markets will generate
increased demand for the province’s export products, while local demand
will be sustained by capital investments and consumer expenditures. With
higher external and local demand, the New Brunswick economy is expected
to perform well in 2004 with solid growth from both the goods producing
and service sectors. As a result, the Department of Finance is forecasting
real GDP growth of 2.8%. Private sector forecasters are expecting the New
Brunswick economy to expand between 2.1% and 2.9%, with an average of
2.6%.

Capital investment in the province is expected to show growth with new
projects in the energy and paper industries. The twinning of the Trans-
Canada Highway, the Coleson Cove power plant and higher residential
investment will also fuel the increase.

Stronger demand from Canadian, US and other foreign markets will support
real export growth, despite some dampening effects in the US markets from
the stronger Canadian dollar. Increased demand will yield better commodity
prices in both US and Canadian dollars for most of New Brunswick’s
export products.

As the economy continues to expand, employment growth will resume at a
moderate pace in 2004 with solid gains in manufacturing supported by
renewed growth in the service sector, following a sharp drop in tourism
related sectors. As a result, the unemployment rate is expected to decline.

Inflation to be Lower in 2004

°
HNE.
33 [CJcanada| 3.4 3.4
[ )
2.8
2.7 26
2.2
1.6 1.7 1.7
°
1999 2000 2001 2002 2003 -

Source: Statistics Canada

The consumer price index (CPI) for New Brunswick grew 3.4% in 2003,
the same increase as the previous year. This rate was higher than the ceiling
of the Bank of Canada’s target range of 1%-3%.

New Brunswick’s inflation rate was above the national average for the
second year in a row.

Consumer prices in the province rose in seven of the eight major
components of the CPI. The strongest upward pressure came from alcoholic
beverages and tobacco products with growth of more than 15%, due largely
to federal and provincial tobacco tax increases. Transportation (+6.9%) was
also above the provincial increase. Clothing and footwear was the only
component to report a decline from the previous year, down 0.8%. The
remaining components posted increases between 0.4% and 2.6%.

In 2004, the New Brunswick CPI is expected to increase 1%, lower than the
national average.

12
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Small Rise in Population

While very slight, the number of people in New Brunswick increased for a
second consecutive year. The provincial population was estimated at
750,594 as of July 1, 2003, a 0.1% rise from the previous year. While still
lagging far behind the national rate of 0.9%, New Brunswick’s growth in
2002-03 was the highest rate posted since 1995-96.

Between July 1, 2002, and June 30, 2003, New Brunswick grew by an
estimated 411 people. An increase in the number of migrants from other
provinces caused an improvement to net interprovincial migration
compared to the previous year. In 2002-03, net interprovincial migration
was estimated at -628, roughly half of the -1,218 reported in 2001-02.

Net international migration posted the eighth consecutive year of positive
growth (+324). However, with fewer immigrants than the previous year, as
well as fewer net non-permanent residents, the gain was not sufficient to
offset the loss due to interprovincial migration.

The natural increase fell to its lowest level ever (below +750) with 91 fewer
births and 211 more deaths in the province from the previous year. The
number of births dropped to 7,050, while the number of deaths rose to
6,335.

The New Brunswick population is expected to show little change in 2004.

Pre-seniors Group has Strongest Growth

Impacted by the aging baby boomers, the median age of New Brunswick’s
population reached a record high of 39.2 years in 2003, 1.3 years older than
the national average of 37.9 years. Females in the province maintained a
slightly larger share of the total population than their male counterparts
(50.6% versus 49.4%).

The proportion of the population in younger age groups continued to lessen,
declining to 16.9% for children 0-14 years and 13.4% for youth aged
15-24 years. Young adults (those 25-34 years) also exhibited a decreasing
share, falling to 13.3%.

Persons aged 35-49 years include the youngest baby boomers. Growth of
this age group has slowed in the last two years, but still represents nearly
one-quarter of the total provincial population (24.4%).

The quickest growing age group is the pre-seniors group composed of
persons aged 50-64 years. This group, primarily influenced by people born
during the early years of the baby boom, increased its share to 18.5% in
2003.

More than one in seven people in the province are seniors aged 65 and over.
Their share edged up to 13.5% with young seniors (65-79 years) comprising
9.8% of the total population and older seniors (80 years and over) making
up 3.7%.

The New Brunswick Economy 2004 13
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Employment Shows Little Change

e Following a strong performance in the previous year, employment in New
A Brunswick for 2003 fell marginally (-0.2%) to 345,000. Nationally, the

L Employment number of employed increased 2.2%.

350 e Both men and women experienced job losses in New Brunswick with total
employment levels down 0.3% and 0.1% respectively from the previous
year. Losses for men occurred among full-time jobs while those for women
were concentrated in part-time employment. Full-time employment, which

300 accounts for 85% of all jobs in the province, registered a slight gain of 300
(+0.1%), while part-time employment reported a decline of 1,000
(-1.8%).

A e Employment deteriorated for all the major age groups except those

250 - 45-64 years of age. Over 90% of the job gains for these older adults were in
\/ full-time work. The hardest hit group, persons aged 25-44 years,

experienced a loss of more than 5,000 jobs.

200 gL L L UL LU UL L e New Brunswick’s participation rate edged downward to 63.3% from the
5835888388388 previous year’s result of 63.5%. Nationally, the participation rate reached a
Source: Statistics Canada record hlgh of 67.5%.

e Employment growth is expected to improve in 2004.
Goods Producing Sector Employment Rebounds

pow e Reversing the situation from the previous two years, job growth in New

> Changein Employment Brunswick for 2003 shifted to the goods producing sector from the service

14, sector. Employment increased by 2,000 in the goods producing sector.

b ES:;?;ZZZ’;T”Q el 102 However, these gains were not sufficient to offset the 2,600 jobs lost in the

service sector.

10 - e Employment increases were apparent in five of the 11 service industries.
8 Health care and social assistance spearheaded growth, adding 2,200 jobs to
6 the economy, with healthy gains as well in business, building and other
4 4.0 36 support services (+1,400) and professional, scientific and technical services

(+1,000). Increases were also registered in education services and trade. Of

) 2.0 2.0 . . . . . . . .

1.2 the six remaining industries, major job losses were evident in
0 accommodation and food services (-3,700), transportation and warchousing
1.0 (-1,800) and public administration (-1,600); the remaining sectors had

2 58 losses under 1,000 each.

-4 -3.6 . N . . .

e Contrary to the national situation, manufacturing was the main contributor

67 1999 2000 2001 2002 2003 to growth among the five goods producing industries, displaying a gain of

2,400. Employment also rose in natural resources (+700) and agriculture

Source: Statistics Canada (+200). Job losses were suffered in utilities (-900) and construction (-400).

e In 2003, the service sector employed 263,300 people and the goods
producing sector 81,700.

14 The New Brunswick Economy 2004



Unemployment Rate Edges Up

e Employment declines, combined with negligible labour force growth,
served to push New Brunswick’s unemployment rate up 0.2 percentage
points to 10.6% in 2003. Nationally, the unemployment rate was 7.6%, ‘
down slightly from 7.7% in 2002.

Unemployment Rate

16
e In 2003, the number of unemployed in the province stood at 40,800, an
increase of 700 or 1.7% from the previous year. Unemployed males saw 15
their level climb to 25,600 (+2.4%) while the level for females edged up to
15,200 (+0.7%). Nationally, unemployment rose 1.8%. 14 \

e The unemployment rate increased for both males and females in 2003 with
the rate for females (8.4%) slightly above the all-time low in 2002 of 8.3%.

Per Cent

5 &
>
>

Males saw their unemployment rate increase to 12.5%. I \ " v \
A
e Persons 20-24 years of age experienced the most significant rise in their i U\,
unemployment rate. Older adults, aged 45-64 years, were the only ones to 10

see an improvement in their unemployment rate.

. . . . 9
e A moderate recovery in the unemployment rate is anticipated for 2004. CRIIISLSISIL8ESS
o O D OO0 O O O O O
A " A A A A A A NN
Source: Statistics Canada

Employment Gains in Three Regions

e Employment gains in 2003 were realized in three of the five regions in the
province: Fredericton-Oromocto (+1,600), Moncton-Richibucto (+1,000) " Regional Employment

and Edmundston-Woodstock (+200). The two remaining areas reported 110

declines; Saint John-St. Stephen lost 1,400 jobs while Campbellton-
Miramichi lost 2,200. 100 M 2002
94.025:0 12003
e While Fredericton-Oromocto boasted the highest employment growth 90
among the regions, stronger labour force growth resulted in its 833819
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Wages and Salaries Growth Stronger

In 2003, New Brunswick wages and salaries were up 4.2% from the
previous year. The national increase was 3.3%.

Growth was higher for the goods producing sector (+5.1%) than the service
sector (+3.9%) for the province.

All 15 major industry categories reported increases with the strongest gains
in construction (+12.9%), local public administration (+8.1%), agriculture,
forestry, fishing and hunting (+7.4%), health care and social assistance
(+6.6%), mining and oil and gas extraction (+6.3%) and provincial public
administration (+5.5%). The smallest growth was registered in professional
and personal services industries (+ 0.8%).

More than 60% of wages and salaries are captured in the categories of
professional and personal services industries (14.2%), manufacturing
(12.8%), trade (12.3%), public administration (11.6%) and health care and
social assistance (11.0%).

Average weekly earnings in 2003 ranged from $266.52 in accommodation
and food services, to $503.02 in trade, to $585.92 in health care and social
assistance, to $730.90 in manufacturing, to $818.23 in public
administration, to $847.55 in professional, scientific and technical services.
Overall average weekly earnings advanced 2.7% to $624.93 and represented
90.6% of the national average of $689.47.

Foreign Exports Increase in Value

In 2003, foreign exports of commodities from New Brunswick increased
4.1%, mostly reflecting higher petroleum product prices in the first quarter
with the uncertainty surrounding the war in Iraq.

Lower exports were reported in six of eight commodity groups representing
54.0% of total exports, including forestry products, agriculture and fishing
products, industrial goods, and machinery and equipment. Higher exports of
energy products were more than sufficient to offset these declines.

Energy products (45.7%), forestry products (23.8%) and agriculture and
fishing products (15.7%) represent over 85% of the province’s foreign
exports.

Over 89% of the province’s foreign exports are destined to the US markets.
Japan and the United Kingdom follow with 1.7% and 1.2% respectively.
While exports to China ($41 million) increased 60%, exports to India
($55 million) more than doubled.

With part of the uncertainty surrounding the war in Iraq now removed, the
year-over-year price of crude oil is expected to decline in the first quarter of
2004, leading to a decrease in exports of energy products for the year as a
whole.
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Manufacturing Shipments Positive Overall

e  The value of New Brunswick manufacturing shipments increased 2.7% over
2002, compared to a national decline of 0.8%. A jump in shipments from
the residual’ component in the first quarter combined with higher shipments
of wood products compensated for lower shipments from the paper and
fabricated metal products industries.

e Employment in the manufacturing sector averaged 41,900 in 2003, a 6.1%
increase over 2002. Higher employment was reported in the food, wood
products and paper industries. The manufacturing sector represents about
16% of provincial GDP.

e In Belledune, Noranda Brunswick Smelting had a four-month shutdown of
its lead refinery due to weak market conditions and low prices and
Unisphere announced the construction of a tire recycling plant.

e  While seafood processing suffered from a variety of difficulties, other food
processing industries were looking to expand. In 2003, McCain Foods
announced a $29-million expansion of its Grand Falls frozen pizza plant;
Shur-Gain received clearance to build a $15-million food processing plant
in Moncton; Nadeau Poultry reopened its operation in Saint-Frangois, and
Ganong Bros. of St. Stephen announced a two-year, $6-million expansion
that will provide up to 65 new jobs and two new products.

e Despite higher demand from increased economic activity in the US, lower
prices for refined petroleum products will dampen the overall growth of
manufacturing shipments in 2004.

Farm Cash Receipts Decline

e For 2003, New Brunswick’s farm cash receipts fell 4.5% as receipts
decreased 8.7% for crops and 2.0% for livestock. Potato receipts, which
represent about 49% of crop receipts, declined 23.0%. Lower receipts for
hogs (-9.9%) and cattle and calves (-34.9%) affected the livestock
component.

e New Brunswick exported fish and fish products worth $781.8 million in
2003, a decrease of 10.0% from 2002.

e For 2002, overall commercial fish landings jumped 11.8% in value to
$198.1 million, as a surge of 72.9% in queen crab was more than sufficient
to offset decreases in shrimp, lobster, herring and scallop. Volume-wise,
total landings of 124.4 thousand metric tonnes were similar to the 2001
level; strong increases in crab, cod, alewife and scallop were offset by
decreases in shrimp, lobster, herring and mackerel.

e The sales of New Brunswick aquaculture products in 2002 rebounded to
$282.3 million, up 1.9% from 2001. However, significantly lower prices for
farmed salmon, combined with outbreaks of disease, had a major impact on
revenues. New Brunswick, the second largest producer of farmed salmon in
Canada, accounted for 40% of total aquaculture revenues.

e Agriculture, fishing and hunting industries represent over 2% of the
province’s GDP. Food products represent about 16% of provincial
manufacturing shipments.

" The residual component comprises diverse small plants as well as large producers such as the
Irving Oil refinery and Brunswick Mining and Smelting.
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Wood Products Still Strong

Manufacturing shipments of New Brunswick wood products increased 8.0%
in 2003 with most of the increase coming in the second half of the year. At
the same time, production of sawn lumber, at 3.5 million cubic metres, is
2.1% below the previous year’s level. Inventory levels have risen since the
beginning of the year; in November, sawmill inventories were almost 40%
higher than they were in December 2002.

Employment in the industry increased to 8,000 in 2003, a 14.3% increase
over 2002. Wood product industries represent 3% of New Brunswick’s
GDP.

The softwood lumber dispute between Canada and the US continues with
legal challenges in international courts (WTO and NAFTA) and negotiated
settlements being pursued simultaneously by officials on both sides of the
border.

Most lumber prices rebounded in 2003. Forest fires in British Columbia and
western US, combined with healthy demand, created some uncertainty over
the availability of supply in the US market. Nowhere was this more evident
than in the oriented strand board (OSB) market where prices in US dollars
started climbing in June and were almost triple their previous-year level by
their peak in October.

Residential construction activity remained strong in North America.
Demand for wood products, spurred by the high levels of construction
activity, remains healthy as shown by the high level of housing starts in
Canada (+6.5%) and in the US (+8.4%).

Paper Products Struggling

In 2003, New Brunswick manufacturing shipments of paper and allied
products dropped to $2,083.5 million, a 5.8% decline over 2002. Paper
manufacturers were hit hard by the rise of the Canadian dollar, which more
than offset the price increase in US dollars of most paper products. Despite
lower shipments, employment in the industry increased 700 in 2003 to
6,200. Paper manufacturing represents more than 4% of New Brunswick’s
GDP.

North American market conditions continued to improve in 2003 as
newsprint prices in US dollars increased by approximately 10% while pulp
prices rose a stronger 21%. (Source: TD Commodity Price Report)

At the beginning of the year, Nexfor Fraser Papers announced a
rationalization plan that included reducing its workforce by 20% at the
Edmundston and Madawaska, Maine, mills (by 140 and 185 respectively).
Meanwhile, Irving Personal Care Ltd. announced plans to construct a
$60-million facility to manufacture baby diapers and training pants in
Moncton; the plant is scheduled to start in June 2004 and will create
105 jobs with an estimated payroll of $9 million.

North American markets should continue to improve in 2004 with the
upcoming US presidential election and an expected increase in newspaper
and magazine advertising demand as the US economy strengthens.
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Capital Investment Remains Strong

New Brunswick capital investment for 2003 reached $3.9 billion, a 13.3%
increase over 2002, and the second highest on record. Private sector
investment, which represents 71% of the total, rose 5.4%; higher
investments in machinery and equipment (+3.8%) and housing (+11.9%)
were somewhat offset by a decline in non-residential construction (-5.0%).
Public sector construction investment jumped 53.1% due to increased
spending by NB Power on the Coleson Cove project, while machinery and
equipment was down 1.8%.

Completion of the Coleson Cove power plant conversion is expected during
2004-05. At the same time, the twinning of the Trans-Canada Highway
between Fredericton and Saint-Léonard (130 kilometres) continues; the
$400-million, six-year project ends in 2007.

Residential construction investment recorded another strong year, totalling
$1,113.2 million in 2003, a 12.5% rise over 2002 and slightly above the
national increase of 11.5%. Renovation expenditures were also up (+7.8%).
Housing starts increased 16.2% to 4,489 units, the highest total since 1983.

Non-residential building construction investment rose 2.1% in 2003.
Declines in the industrial (-2.0%) and institutional and governmental
(-34.3%) components were offset by a 16.6% increase in commercial
building construction.

Construction industries represent approximately 5% of total GDP for New
Brunswick.

Electric Power Generation Increases

For 2003, total electric power generation in the province increased 8.3%
with exports rising 33.7%. National electric power generation decreased
2.8%. Utilities industries (electric power, natural gas and water) represent
3% of New Brunswick’s GDP.

Political unrest in Venezuela, the sole source of Orimulsion®, resulted in an
interruption of supply to the Dalhousie generating station in 2003, requiring
NB Power to switch temporarily to more costly heavy fuel oil for three
months. Also, the province experienced the worst ice storm in recent
history, which resulted in approximately $3.5 million in repairs to
NB Power’s distribution and transmission systems.

Refurbishment of the Coleson Cove generating station continued in 2003.
The $750-million project involves significant environmental upgrades, fuel
conversion to Orimulsion” and an extension of the station’s operating life to
2030.

The Electricity Act, passed in 2003, will bring about major changes to the
electricity market in the province, specifically competitive choice for large
power users and greater opportunities for non-utility generation. Under a
new operating structure, NB Power will become a holding company for four
operating companies: Nuclear, Generation, Transmission, and Distribution
and Customer Service. The act also creates two unaffiliated Crown
organizations: the New Brunswick System Operator and the New
Brunswick Electric Finance Corporation.

NB Power received federal approval in 2003 to build a new $145-million
transmission line to Maine, and regulatory approval is now being sought in
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the US. The company is also accepting bids for a 20-megawatt private
sector wind power generation project. While the decision on the
refurbishment of the Point Lepreau generating station will be made in 2004,
the $10-million expansion of the plant’s waste facility was approved. In
2003, Point Lepreau was awarded a 38-month operating licence renewal.

Enbridge Gas New Brunswick continued developing the natural gas
distribution system in the province. In 2003, the Gas Distribution Act was
amended to spur more natural gas connections; the changes allow Enbridge
to deal directly with the customer. By the end of 2003, there were over
2,300 customers using natural gas. While the expansion into St. Stephen is
on hold, the goal is to add 1,465 customers in 2004 and have natural gas
available in Sackville and Blacks Harbour in 2005.

Mining Production Rebounds

New Brunswick is a major Canadian producer of lead, zinc, silver, potash,
peat, antimony, bismuth and cadmium. Other locally produced minerals
include copper, salt, limestone, coal, marl and silica. Mineral production in
2003 totalled $689.0 million and the industry employed about 3,100 people.
The mining and oil and gas extraction industry represents less than 2% of
the provincial GDP.

With world commodity prices for base metals trending upward in 2003, the
total value of mineral production in New Brunswick (including downstream
manufacturing) was up 5.4%. Metals, which accounted for 64% of the total
value, increased 0.2% and non-metallics (33% of total production) rose
19.4%. Coal makes up the remainder.

Noranda cut 70 jobs at the Brunswick mine and reduced it to an eight-
month seasonal operation. NB Coal Ltd. announced that it may close in
December 2004 as the operating permit of the Grand Lake generating plant,
its sole purchaser, expires in November 2005.

Slam Exploration Ltd. of Miramichi announced the beginning of
exploration efforts on its properties in western and northern New Brunswick
in 2003. Gold was discovered along the Fundy Coast near the former Cape
Spencer mine. Free West Resources Canada Inc. started integrated
systematic exploration programs on its gold properties and is planning a
diamond-drilling program for its Clarence Stream property, southwest of
Fredericton. Union Gold Inc. of Toronto announced preliminary drilling
turned up what could be a new significant gold zone in Charlotte County.

In 2003, investment in mining exploration in the metallic and industrial
minerals sector totalled $2.3 million; a further $2 million was invested in
the exploration for natural gas and other hydrocarbons. In October 2003, a
grant program for the Bathurst Mining Camp was announced; $15 million
will be invested in advanced exploration over the next three years with a
possible extension of two years and a further $10 million. Slam Exploration
Ltd. will contribute 50% of the funding with an in-kind contribution from
Noranda, and the Province will provide the remainder. Slam has already
raised the initial $7.5 million.
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Technology and Communication Continues Growth

Employment in technology and communication averaged 49,300 in 2003,
an increase of 3.4% over the previous year. This group accounts for 9% of
New Brunswick’s GDP.

Several customer contact centres announced new jobs in 2003 or expansion
plans for 2004 including: Archway Marketing Services, Asurion, Cendant,
CorporaTel, Help Desk Now, Home Town Communications, ICT Group,
Iron Mountain, Moneris Solutions Corporation, Results Technology, The
Spiegel Group and Virtual-Agent Services. Air Canada and Purolator
Courier had job losses while Star Choice closed. The industry consists of
100 centres employing close to 18,000 contact centre workers.

The NRC Institute for Information Technology — e-Business officially
opened in 2003; the facility has 65 people working at the Fredericton
laboratory and three satellite locations in Saint John, Moncton and
Miramichi. Positive developments such as new contracts and/or expansion
plans were announced by Anyware Group, CGI Group, QI Labs,
SGS5 Innovation, Spielo, T4G, TSi Auto Solutions, OAO Technology
Solutions and Whitehill Technologies.

Aliant and Rogers continued to improve high-speed Internet access and
digital wireless service by expanding into smaller communities throughout
the province in 2003. A partnership involving the Province, the federal
government and Aliant will see the investment of over $40 million before
the end of 2006 and result in 90% of New Brunswickers having access to
high-speed Internet.

Film production in New Brunswick was in excess of $14 million in 2003,
down from $33 million in 2002. Larger projects included Tough Luck and
Cradle Will Fall.

Retail Trade Flat

New Brunswick’s retail trade edged down 0.3% in 2003 as opposed to a
national increase of 3.1%.

Eight of the published 16 store types in New Brunswick reported positive
sales growth. The strongest gains were in pharmacies, automotive parts and
services and other semi-durable goods stores (includes hardware, toys and
flowers). There were considerable declines for retailers in the shoes and
other clothing sectors.

In 2003, new motor vehicle sales decreased after a strong gain in 2002. The
value of new vehicle sales fell 6.6% while the number of new vehicles sold
was down 8.6%.

Wholesale trade rose 2.3% in 2003, following a decrease of 3.1% in 2002.

The retail trade sector represents more than 6% of New Brunswick’s GDP
while wholesale trade is about 5%.

Positive developments announced in 2003 involve Atlantic Superstore,
Giant Tiger, Home Depot, Home Hardware, Jeans Depot, Kent Building
Supplies, Sobeys and Wal-Mart. As a result, several communities
throughout the province will benefit.
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Transportation has Mixed Results

Marine traffic at the port of Saint John increased 10% while passenger
traffic was up 18% to 83,000 passengers. Total tonnage in 2003 reached a
high of 26.1 million tonnes (+1.4%); liquid bulk (includes petroleum) rose
1%, dry bulk products (includes potash, salt and fish meal) grew 13%,
container traffic increased 20% and forest products decreased 7%. Work
started on a new $10-million, multi-use cruise facility with completion
planned for 2005. The port is expecting a record number of cruise vessels in
2004 — 59 ships and over 125,000 passengers.

The Belledune Port Authority handled 2.3 million tonnes of goods in 2003,
an increase of 2.6% over 2002. Capital investment worth $310,000 was
carried out last year while projects worth $750,000, including
improvements to Terminal #1, are planned for 2004.

The Greater Moncton International Airport reported a record level of
passengers (460,000) in 2003, an increase of 19% over 2002. The airport
will benefit from new agreements for direct flights from Germany and Paris
in 2004.

In 2003, the expansion of the terminal ($1.5 million) and parking apron
($1.5 million) at the Greater Fredericton Airport was completed, plus Delta
Airlines started a twice-daily jet service from Boston. The Saint John
Airport started a $2-million upgrade to its airfield lighting systems
(scheduled for completion in 2004) and Pan Am Airlines added a non-stop
service from Manchester, New Hampshire.

In 2003, employment in the New Brunswick transportation sector fell 8.9%.
The result was influenced by the trucking component, which faced higher
costs, more security at the Canada-US border and lower shipments for some
commodities. Transportation and warehousing accounts for over 5% of total
GDP.

Food Services Receipts Improving

Receipts for restaurants, caterers and taverns in New Brunswick showed an
improvement (+1.3%) in 2003, compared to the previous year; receipts for
full service and limited service establishments exhibited increases while
drinking places declined 9.2%. The overall increase at the national level
was 1.6%.

Provincial hotels and other lodgings reported an average July-August
occupancy rate of 76%, a decline of 4.5 percentage points from 2002.

Employment fell in accommodation and food services from its record high
in 2002 to 22,400 (-14.2%), the same level that was reported in 2000.
Average weekly earnings for 2003 showed a decrease of 0.5% to $266.52.
The sector represents just over 2% of the provincial GDP.

In 2003, the estimate for tourism revenues decreased 7% from the previous
year’s record to $1.1 billion and visitation declined 7% to 1.86 million
visitors. Travellers to Canada were negatively influenced by the media
coverage of SARS, BSE and West Nile. A wet spring and strong Canadian
dollar offered other challenges. The tourism outlook is brighter for 2004
with the 400" anniversary celebrations of the foundation of Acadia, new
international flights and more cruise ship activity. As well, a $1.2-million,
federal-provincial tourism initiative to expand marketing activities in
Ontario and Quebec was announced.
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