
tariffs ano non-tariff tarriers by the United States yielcs real 

exper: increases that are more than:sufficient to offset inc-=3.ce.- 

 -ea: imtor:s :na: 	 Canacian re:uotion t e  :1r1:'1'4 4m: 

mbn - tariff barriers end from Increased Canadian final Comest-:c ern e :. 

The positive effect on ne: exports Is notably strong through to the 

mid-L9F,Os 	after 	which time, an appreciating Canadian currency 

nlsnes the impact to smaller proportionS. 

The increased competition from foreign suppliers drives 

Canaan  • industry output priez  down (see the Implicit but.:“ 

aehater). This Is reinforced in this case by our direct assumption 

of improved latour • roductivity as well as by cyclical productivity 

sains; by  12,  labour productivity is Increased by more than one per 

cent. Altnoush real wages rise, they increase by less than 

productivity gaims  an C unit  labour costs are reduced to reinforce the 

commocity price effects of increasel competition. Accordingly, final 

demand prices generally decline., which result is reflected in the 

Consumer Price Index. (An actual decline is unlikely; rather, we 

anticiPate less rapid. growth than in the  Base Case.) 

The implied increase in disposable income is transmitted t: 

final darner': in the form of increased personal consumption. It elould 

te noted that the TIM impact multiplier is oomoaratively sail,  an C 

:he positive effects on consumption art unCerstated, if anYtMir.;• 

tnese results. The positive effects of this and increased net ex;orts 

on industry output and our assumption of an exogenous increase in 

manufacturing investment to reflect altered production possibilities 

yields particularly strong positive effects  On business investment. 
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