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Introduction
The Prince Edward Island economy performed well in 2025. A continued rebound in the housing and
construction sector, a positive contribution from manufacturing shipments, a pick-up in growth in
retail trade and a solid tourism season were some of the highlights of the economy this past year.
Inflation remained subdued in 2025, due in large measure to the GST/HST holiday in January/February
of the year, followed by the removal of the consumer carbon tax in April. Interest rates also continued
to decline. Population growth continued to trend downward, and with it slower employment and total
labour income growth. The following is a review of the major economic indicators for 2025 and
concludes with an outlook for the province over the 2026-2029 period. All information in this

document is current to March 9, 2026.
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Highlights

The Island’s population, as recorded on July 1, 2025 grew by 1.6 per cent, or 2,948
people, to reach 182,657.

Over the past ten years, the 25 to 44 age cohort has increased by almost 50 per cent.

Employment on the Island increased by 1.1 per cent in 2025, or 1,000 people to reach a
new all-time high of 93,500.

The unemployment rate was 8 per cent in 2025, unchanged from 2024.

Average weekly earnings increased 5.5 per cent in 2025, while total labour income grew
by 6.4 per cent, the fastest growth amongst provinces.

Inflation was slower on the Island in 2025, growing by 1.4 per cent, compared to 2.1 per
cent nationally. Energy inflation fell 5.8 per cent in 2025, while food inflation increased
3.1 per cent and shelter inflation increased 1.5 per cent.

Housing starts increased by 4.4 per cent in 2025 to total 1,769 starts, the highest
number of starts on the Island since the 2,122 starts recorded in 1973.

Growth in the value of building construction on the Island was 25.8 per centin 2025, the
fastest growth amongst provinces.

Total overnight stays through October were up 7 per cent compared to the same period
in 2024, totaling over 1 million overnight stays.

Potato yield per acre was down 17.8 per cent compared to 2024, while overall
production fell by 15.9 per cent, due to very dry conditions on the Island.

Retail sales on the Island increased by 3.0 per cent in 2025, compared to 4.0 per cent
nationally.

The value of manufacturing shipments from the Island grew by 10.2 per centin 2025, the
fastest growth amongst provinces.
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2025 in Review

Population

The Island’s population, as recorded on July 1, 2025 grew by 1.6 per cent, or 2,948 people,
to reach 182,657. This was the slowest rate of population growth observed on the Island

since 2016.

Population growth on the Island remained
stronger than national population growth, at
0.9 per cent, and had the second-fastest rate
of growth amongst all jurisdictions, behind
Alberta at 2.5 per cent.

The two main sources of population growth for
the Island continued to be international
immigration and net inter-provincial migration.
International immigration slowed significantly
in 2025. Changes in national and provincial
immigration plans are causing the slowdown.
Immigration totaled 2,843 over this period, a
decline of 31.4 per cent from last year and the
lowest number of new arrivals since the
pandemic. Interprovincial migration recorded
its 10th straight year of positive net inter-
provincial migration. The Island recorded net

The median age on the Island has been
trending down as a result of new persons
coming to the Island, either through
immigration streams or through inter-provincial
migration, under the age of 40. This trend
continued in 2025, with the median age on the
Island reaching 41, a decline of 0.1 from 2024.
This is the ninth consecutive year that the
median age on the Island has either stayed
steady or declined, and over these years the
median age has fallen by three years. Over the
past ten years, the 25 to 44 age cohort has
increased by almost 50 per cent. Nationally,
the median age for Canada increased from
40.3in 2024 to 40.6 in 2025.

inter-provincial migration of 1,043
people in 2025. The number of births
compared to the number of deaths on
the Island has been declining steadily
for several decades had has been
negative in seven of the last eight 2.5%
years. In 2025 natural change in the
population was -245. The change in 2.0%
the number of foreign workers, foreign
students the humanitarian population
and other temporary residents (net
non-permanent residents) was a
decline of 556 over this period.
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Chart 1: 2025 Population Growth
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Population growth was recorded in all three The population of the Capital region
counties on the Island in 2025, with the (Charlottetown, Stratford, Cornwall) was
population of King’s County increasing by 2.3 estimated to be 69,190 as of July 1, 2025, an
per centto reach 21,184 people, Queen’s increase of 1.7 per cent from 2024, and
County increasing by 1.5 per cent to 108,660 accounted for 37.9 per cent of the total
people and Prince County’s population population of the province.

increasing by 1.6 per cent to 52,831 people.

Chart 2: Population Growth by County PEI 2016-2025
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Employment

the Provinces 2025

Chart 3: Growth in Employment Canada and
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PEI’s 1.1 per centincrease.

Employment on the Island increased by
1.1 per centin 2025, or 1,000 people to
reach a new all-time high of 93,500.

This was the slowest rate of employment
growth since 2016, as growth in the working-
age population has slowed. Employment in the
goods producing sector increased by 3.9 per
centin 2025 due to increases in manufacturing
and construction, while

The unemployment rate was 8 per centin 2025,
unchanged from 2024. Though the
unemployment rate on the Island remains low
by historical standards it remains the second
highest amongst provinces behind
Newfoundland and Labrador at 10.1 per cent.
Nationally, the unemployment rate was 6.3 per
centin 2025.

employment in agriculture
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Income

Average weekly earnings growth was
robustin 2025, up 5.5 per cent to average
$1,134, the fastest growth amongst
provinces.

Growth in earnings has been observed in both
the goods-producing and services-producing
industries, growing by 6.3 per cent and 5.1 per
cent respectively. Nationally, growth in average
weekly earnings over this period was 3.4 per

Prince Edward Island | 2026

gains. Significant growth in total labour
income has occurred in manufacturing, health
care and social assistance and finance, real
estate and company management while
significant declines were recorded in
educational services, Federal Government
public administration and transportation and
warehousing. Nationally, total labour

income increased by 3.9 per cent.

cent.
Chart 5: Average Weekly Wages, Average
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Inflation and the Bank Rate

Inflation was slower on the Island in 2025 than
in 2024, growing by 1.4 per cent compared to
growth of 1.8 per cent in the prior year, and
recent very high growth of 8.9 per centin 2022
and 5.1 per centin 2021. The slow growth in
inflation can largely be explained by the
GST/HST holiday on certain goods in
January/February 2025, followed by the
removal of the consumer carbon tax in April,
significantly lowering the cost of fuel. Energy
inflation fell 5.8 per cent in 2025, while shelter
inflation increased 1.5 per cent. The overall
slower inflation conceals some sectors where
inflation remains elevated, particularly food,
where inflation was 3.1 per centin 2025 and

health care and personal care where inflation
was 2.5 per cent. Core inflation, excluding food
and energy was 1.8 per centin 2025.

Despite the slower growth in inflation over the
last number of years, the overall increase in the
price level since 2020 has been 21.5 per cent.
Wages have just been able to keep pace with
inflation over this time period, with average
weekly earnings increasing (SEPH measure) by
19.9 per cent between 2020 and 2025, and
employee wages by industry (LFS measure)
growing by 23.9 per cent. This compares to the
previous five years (2015-2020) where the price
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level increased by 6.7 per cent
and wages grew by 17.9 per cent
(SEPH measure) and 13.7 per
cent (LFS measure) over that

6
time period resulting in more
substantive real income gains. 5
Over the course of 2025, the » 4
Bank of Canada cut the target g s
for the overnight rate on three g

occasions, bringing the target 2
rate down from 3.0 per cent at
the beginning of 2025 to 2.25 per

Chart 6: Target for the Overnight Rate

2020-2025

cent by the end of October. This 0
is the lowest interest rates have 1/1/2020

1/1/2021 1/1/2022 1/1/2023 1/1/2024 1/1/2025

been since early July 2022.

Housing and Construction

Housing starts increased by 4.4 per cent
in 2025 to total 1,769 starts.

This was the second-highest number of starts
onrecord. This is also the eighth consecutive
year that PEl has recorded more than 1,000
housing starts. Single detached starts
increased by 17.2 per cent in 2025, while multi-
unit starts declined by 1.2 per cent. This
decline was concentrated in semi-detached
and row housing, down 30.1 per cent and 45.3
per cent respectively that offsetan 11.1
percentincrease in apartment starts.

Recent increases in construction are beginning
to translate into an improvement in the rental
vacancy rate. After several years of very low
vacancy rates the overall vacancy rate on the
Island has increased from 0.7 to 2.0 per cent
between 2024 and 2025. Vacancies have
increased more in Summerside, going from 0.8
to 3.2 per cent between 2024 and 2025 than in
Charlottetown, which saw rental vacancies
increase from 0.7 per cent to 1.7 per cent over
this time period.
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According to the Canadian
Real Estate association, there
were 2,146 units sold on the
Island in 2025, an increase of
6 per cent compared to 2024.
Of these sales, 1,484 or 68
per cent were single-family
homes, an increase of 6.9 per
cent over 2024. The average
sales price of a home on the
Island in 2025 was $399,682
anincrease of 2.7 per cent
from 2024.
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Chart 7: PElI Housing Starts 2015-2025
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Spending on non-residential capital

expenditures increased by 15.5 per centin
2025. There was growth in both construction
expenditures, up 25.5 per cent and purchases
of machinery and equipment, up 1.5 per cent.

Growth in total value of building construction
on the Island was 25.8 per cent in 2025, the
fastest growth amongst provinces. Growth in
the value of residential construction was up
32.2 per cent.

Expenditures increased
for both public and
private capital, up 21.1
and 10.2 per cent
respectively. Nationally,
capital expenditures
increased by 4.7 per
centin 2025. 10%
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Chart 8: Growth in Investment in Building
Construction Canada and the Provinces 2025
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Table 1:

Investment in Building Construction PEI

Total residential and non-
residential

Total residential
Single dwelling building total
Multiple dwelling building total
Total non-residential
Total industrial
Total commercial

Total institutional and
governmental

2024

$1,084,694,835

$813,262,807
$437,208,745
$376,054,060
$271,432,027
$46,263,595

$148,533,308

$76,635,123

2025

$1,364,269,070

$1,074,873,424
$634,527,364
$440,346,059
$289,395,647
$29,480,733

$152,497,589

$107,417,323

%
change

25.8%

32.2%
45.1%
17.1%

6.6%
-36.3%

2.7%

40.2%

% of total
investment
2025

100%

79%
47%
32%
21%
2%

11%

8%

Non-residential project values also saw growth up 6.6 per cent. Growth in commercial projects, up 2.7
per cent, and institutional and government projects, up 40.2 per cent were enough to offset a 36.3 per
cent decline in the value of industrial projects. Table 1 provides additional information on the
composition and distribution of the value of investment in construction on the Island. Nationally,
spending on building construction increased 8.5 per cent over this time period.

10
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Tourism
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Chart 9: Total Overnight Stays PEI 2022-

Island increased 11.3 percentin
2025, likely due in partto a
reduction of bridge tolls. The
resumption of ferry service from
two dedicated boats to the Wood
Islands/Caribou route and the
lowering of ferry prices in August
helped to increase traffic, though
some reliability issues remain.
Overall, the ferry service saw
growth of 40.7 per centin 2025

2025 compared to 2024. Cruise ship

The tourism sector reached new heights
in 2025.

The sector benefitted from more Canadians
travelling to the Island, with increases coming
from almost all other Canadian jurisdictions as
well as increased overseas visitation. Fewer
Islanders vacationed on the Island in 2025,
while visitation from the United States also
declined as a share of total visitations.

In 2025, stays at fixed roof accommodations
have increased by 9.9 per cent, while stays at
campgrounds increased by 0.7 per cent.
Overall, total overnight stays over this period
were up 6.7 per cent compared to 2024,
totaling over 1.1 million overnight stays. This is

traffic to the Island was down 20.3
per cent after several years of strong growth,
though still welcomed 76 ships and over
175,000 passengers to the Island. Air travel to
the Island declined 4.8 per centin 2025. The
airline strike of the major carrier to the Island in
the summer, along with some route losses, had
a negative impact on growth.

Sales at food services and drinking places on
the Island increased 5.3 per cent in 2025.
Growth in sales ranged from a high of 6.9 per
centin Nova Scotia to a low of 4.8 per centin
British Columbia. Nationally, sales at food
services and drinking places grew by 5.6 per
cent over this time period.

the fourth consecutive year that
overnight stays on the Island
have exceeded 1 million stays.
20%
Transportation to the Island had
some bright spots and some
challenges. Bridge traffic to the
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Agriculture, Aquaculture and Fishing

A very dry summer impacted agricultural
production on the Island in 2025.

Potato yield per acre was down 17.8 per cent
compared to 2024, while overall production fell
by 15.9 per cent, leaving the Island as the third-
largest potato producer nationally after Alberta
and Manitoba. Other large potato growing
areas such as New Brunswick and Manitoba
also saw lower production compared to 2024.
The exception was Alberta, which saw both an
increase in average yield and production, up
2.8 and 13.1 per cent respectively.

Farm product prices were mixed in 2025, with
prices for grains and soybeans posting
declines, while prices for livestock were up for
all categories, with little change for prices for
supply-managed products. Potato prices,
which are only available through July, were
stable, showing a 1.9 per centincrease
compared to the same period last year.

Farm cash receipts increased 1.6 per centon
the Island in 2025. Crop receipts increased 0.8
per cent, while livestock receipts increased by

2.3 per cent, led by a significantincrease in
cattle receipts. Direct payments to farmers
increased 4.3 per cent led by an increase in
crop insurance payments. Farm cash receipts
increased in all provinces in 2025, apart from
Saskatchewan. Nationally, farm cash receipts
increased 3.4 per cent in 2025.

Preliminary lobster landings indicate that just
over 45 million pounds were landed in the 2025
season. This is down 4.1 per cent from 2024
levels, though remains high by historical
standards. The lobster industry also had to
contend with tariffs on fresh seafood from
China.

The Island oyster fishery had a difficult year in
2025 with both MSX and Dermo present in
Island waters. Both of these diseases are highly
damaging to oysters. In response the Provincial
government has offered assistance to growers
and fishers through a combination of re-
training subsidies and short-term financial
relief along with investments in research to
develop disease resistant oysters.
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Chart 11: Potato Production, Select Provinces 2021-2025

2023

mNB

2024 2025

m MB mAB

12



Budget Paper on the Economy

Retail Trade

Retail sales on the Island increased by
3.0 per centin 2025 after posting slower
growth of 1.5 per centin 2024.

Growth in retail trade ranged from a low of 3.0
per centin PEl to a high of 5.9 per centin
British Columbia. Nationally, retail trade grew
4.0 per cent over this time period.

On an unadjusted basis, growth in retail sales
on the Island was led by motor vehicles and
parts, up 5.4 per cent, health and personal

Prince Edward Island | 2026

care stores, up 13.4 per cent and clothing and
clothing accessories, up 16.6 per cent.
Declines were seen in building materials, down
3.5 per cent, and food and beverage retailers,
down 0.8 per cent. Chart 12 shows the
distribution of retail trade on the Island in 2025.
The largest component of retail trade is motor
vehicle and parts dealers, followed by food and
beverage retailers and gasoline stations.
Together these three sectors comprise 60 per
cent of retail trade sales.

Food and beverage retailers
18.5%

Motor vehicle and parts
dealers

25.7% 16.2%

Chart 12: Distribution of Retail Trade 2025

Gasoline stations and fuel vendors

Building material and
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personal care
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Manufacturing Shipments and Exports

On a seasonally adjusted basis, the
value of manufacturing shipments from
the Island have grown by 10.2 per centin
2025, the fastest growth amongst
provinces.

Growth has been seen in both non-durable and
durable goods, up 5.3 per cent and 20.0 per
cent respectively. Nationally, manufacturing
shipments have declined by 0.4 per cent over
this time period.

Exports have grown more slowly than the
growth in manufacturing shipments, up 1.8 per
centin 2025. Notable growth in exports
occurred in aircraft and other transportation,
up 63.5 per cent, consumer goods, up 4.2 per
cent and electronic and electrical equipment
and parts, up 72.5 per cent. Declines in exports
were in special transactions trade, down 38 per

cent, largely as a result of revision to the value
of repairs. Forestry products and building and
packaging materials, down 6.4 per cent and
motor vehicles and parts, down 23.2 per cent
also saw notable declines. Amongst provinces,
growth in trade ranged from a high of 5.6 per
centin Ontario, to a decline of 10.2 per centin
Manitoba. Nationally, exports declined 0.4 per
centin 2025.

After declining every year from its recent peak
in 2021 (81.3 per cent), the share of exports
from the Island headed to the United States
increased in 2025, growing from 75.6 per cent
to 80.3 per cent. This was largely the result of a
significant increase in aircraft and other
transportation equipment and parts exports
(up 103.6 per cent), and strong growth in
consumer goods exports (up 4.8 per cent).
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Chart 13: Growth in Manufactruing Shipments 2025
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Outlook

Leading into 2026, the factors that caused

significant uncertainty in 2025 - tariffs,

geopolitical uncertainty and demographic
changes - have not abated. In some instances,

notably as a result of the current conflicti

Middle East, they have become more acute,
highlighting energy security issues. Despite

Economy Prince Edward Island | 2026

Projections are for population growth to fall to
under 1 per cent in both 2026 and 2027 before
returning to the 1.3 per cent range for the rest
of the forecast horizon. Population and GDP
growth in this range over the forecast horizon is
expected to keep GDP per capita growing at a
slow, positive rate.

nthe

this, the Island economy remains resilient and

is expected to perform well over the forecast

horizon.

Overall, the economy is projected to have
grown by 2.4 per centin 2025 before slow

2026 and 2027 to around 2 per cent before
increasing to back over 2 per cent over the
latter part of the forecast period. Downward
revisions to the forecast stem largely from the

impacts of the slower population growth

caused by changes to Federal and Provincial
government policy, and a better understanding

of how their impacts are affecting the
economy.

The Island’s population is projected to
continue to grow but at a slower pace
compared to the recent past. The Island’s
population fell by 149 people,

Employment is projected to continue to grow
slowly as a result of the slowdown in
population growth. In-migration to the province
has been the primary driver of increases to the
working-age population in the province over
the last number of years. The slowdown in
immigration will lower the number of people
entering the workforce, leading to a decline in
the working age population in the early years of
the forecast before recovering. This will place
pressure on labour supply, as there will be
fewer new entrants into the labour market.

ingin

Employment growth will continue to be
concentrated in sectors that the province has
identified as being high priority, notably
industries such as construction and healthcare
and social assistance as targeted programs

or 0.1 per cent, between July 1,
2025, and September 30,
2025, to reach 182,508 people,
with negative net international
migration during the third
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continue to bring people, both from here and
abroad into these sectors. Industries that were
more dependent on non-permanent residents
will need to re-evaluate their labour pool to find
new workers or transition to a less labour-
intensive business model. Reductions in the
Federal Government workforce could
negatively impact employment as the Federal
Government has a significant presence on the
Island.

Wages are expected to grow as employment is
concentrated in higher earning occupations,
and labour shortages exist due to fewer people
of working age. Planned increase to the
minimum wage and increases in collective
agreements will also place upward pressure on
wages. This will result in growth in total labour
income, though growth will be slower than in
the recent past due to the slowdown in
employment.

Consumer spending will continue to grow in
2026 as inflation remains under control,
interest rates remain low, and wages continue

to increase. Significant, positive savings in prior

years should also allow for more spending. The
Federal groceries and essentials benefit should

Inflation will rise in 2026 as the decline in
prices that resulted from the GST/HST holiday,
and the removal of the carbon tax in 2025 will
no longer affect prices in 2026. However, over
the forecast horizon it is expected that inflation
will return to its two per cent target.

Construction will continue to post solid gains
again in 2026. Estimates for total non-
residential expenditures are that they will grow
by 3.2 per cent in 2026. Public sector capital
expenditures are estimated to increase by 9.4
per centin 2026, due in part to the robust
provincial capital spending plan that was
released in fall of 2025. Spending in the planis
expected to increase in every year over the
forecast 5-year horizon compared to what was
announced in the 2024 plan. Strong spending
from other levels of government and the private
sector will also contribute to this industry.
Utilities will contribute positively to growth as
the Eastern Kings wind farm will be fully
operational for all of 2026, while work on
additional wind capacity is expected over the
forecast horizon.

help to support
consumption through the
latter part of 2026. Despite
slower population growth,
continued strong growth in
earnings should provide
support to this industry. 2 300

2025-26

Chart 15: Annual Capital Plan PEI 2024 and 2025
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Housing construction should continue at levels
similar to the previous two years with
approximately 1,800 starts projected for 2026,
and continuing to climb slowly towards the
target of 2,000 starts per year. According to the
Canadian Real Estate Association, forecasts
for sales and prices are to increase in 2026 and
2027, with sales increasing by 2.3 per centin
2026 and 0.7 per cent in 2027, while prices
increase by 2.9 per centin 2026 and 1.9 per
centin 2027. Lower interest rates should also
positively impact house buying over the
forecast period.

Tourism is positioned to see solid growth over
the forecast horizon. In 2026, the cruise ship
season is expected to begin April 20" and
continue through to early November, with 79
boats and approximately 175,000 visitors
expected, levels similar to 2025. More broadly,
tourism should continue to get a boost from
increased domestic travel again in 2026 as
Canadians continue to travel for leisure within
Canada. A full season of lower bridge tolls and
ferry costs will be positive for arrivals to the
Island, while the expansions to the airport and
new hotel construction should increase
capacity in the industry over the medium term.

Despite the pressures of a changing climate,
the agricultural sector is poised to contribute
positively to the economy over the forecast

horizon with a return to more normal growing

17

conditions. Severe dry weather has led to more
farmers installing irrigation systems to combat
water issues, which will help to safeguard
crops andyield in future dry years. The cattle
herd on the Island grew in 2025 as a result of
supportive provincial programming. Itis
expected that the herd size will continue to
grow in 2026 and beyond. The removal of
Chinese tariffs on lobsters and seafood along
with efforts to diversify export markets should
provide some relief to the fresh lobster
segment of the industry in 2026.

The manufacturing industry has been a
continuous source of economic growth for the
Island and has been reflected in strong growth
in shipments and exports over the past decade.
Shipments and exports are projected to
continue to perform well over the forecast
horizon. The re-negotiation of the Canada -US-
Mexico Agreement (CUSMA) could cause
short-term disruptions to shipments and
exports in the coming year. However, potential
increased market access and lower inter-
provincial trade barriers could benefit the
Island over the medium term. Continued
efforts to diversify international trade will help
to open or expand markets and mitigate U.S.
tariff risks. Fiscal stimulus on the part of the
Federal Government through increased
investment in productive capacity,
infrastructure, and defence spending could
provide additional lift over the forecast horizon.
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The provincial 2026-27 operating budget is
broadly stimulative, with program expenditures
growing by 6.7 per cent budget to budget. The
Province is continuing to make investments,
both in capital and operations, in areas that
have recently seen pressures from population
growth, such as healthcare, education and
infrastructure. Income Tax reductions
introduced in previous years, recent public
sector pay increases, enhancements to the PEl
Child Benefit and the introduction of the Island
Essentials Benefit will help with the
affordability challenges facing Island
households in the coming year.

Table 2 below provides the budget assumption
of the PEI Department of Finance. The first
column contains 2024 results, while the
second column contains a mix of actual and
forecast assumptions (shaded cells) for 2025.
The latter columns of the table provide the
current assumptions for the 2026 Budget for
the 2026-2029 period. Differences from
previous assumptions are largely related to
population growth forecasts, their impacts and
their cascading effects through numerous
economic indicators.

Table 2:
2024 2025 2026 2027 2028 2029
Budget Assumptions Actuals gﬁ:g:j(/ Forecast | Forecast | Forecast | Forecast
Nominal GDP ($ Millions) 10,889 11,357 11,811 12,284 12,836 13,414
Nominal GDP (%) 7.5% 4.3% 4.0% 4.0% 4.5% 4.5%
Real GDP ($millions) 8,482 8,686 8,860 9,037 9,263 9,494
Real GDP (%) 3.8% 2.4% 2.0% 2.0% 2.5% 2.5%
Employment (%) 3.6% 1.1% 1.1% 1.2% 1.8% 1.7%
Total Labour Income (%) 9.1% 6.4% 4.0% 4.0% 4.5% 4.5%
Retail Sales (%) 1.5% 3.0% 3.0% 3.0% 3.5% 3.5%
Housing Starts 1,694 1,769 1,800 1,900 2,000 2,000
Inflation (%) 1.8% 1.4% 2.5% 2.0% 2.0% 2.0%
Population (July 1st) 179,709 | 182,657 | 183,936 | 185,407 | 187,817 | 190,259
Population (%) 3.4% 1.6% 0.7% 0.8% 1.3% 1.2%
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