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gmergec wiii carry over intc 1586.

For sne second half of theé decade, this base case is similar

o

in zrerzlter %o that reperied by the Deperiment of Finzncs e
“Canaca's Etcanomic Prospects, 1985-1990° at the time of the Mey
budget. Re2l growth in 1883-1950 1s projectad to averace 2.5 per
gant, which leacs to a decline in the unemployment rate to 7 per cen:
in 1996. Annual infiation, as measured by the Consumer Price ingex,
averages 3 per cent, and the federal government experiences continuing
bucget difficulties. The nominal .short term interest rate (90-dzy
commercial paper) remains at, or slightly belaw, 9 per cent throughout
the six years, implying 3 sustained period of high “real” rates. The
Canacian gollar appreciates to 80 cents by 1980.

Beyond 1990, cyclical “growth recessions" emerge in 1996 and
2001, but average growth of 2.5 per cent in the 189C's and 2 little
less thar & per cent in 2001-208% is sufficient to reguce the
unemslcyment rate tC the S per cent range by 1992, and sustzin it ez

that level thereafter.

2.2 Recductions In Tariffs

The tarif¥s between the United States and Canada were phasad
out Cver the opericc 1523-32; tariffs between the rest of world anc
Canaca werz left wunchanged. These bilateral tariff changes are
asplied onty to the goods-producing industries: agriculture,
forestry, fisning and manufacturing. The data employecd were provided

by the Jeparwment of Ixternal Affzirs, and was incorporatec in TiM az

a highiy dezziled level. It is worthwhile t3 note that im most <cases
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