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Alberta’s strong recovery continues. According to forecasts, the province
is on track to regain 2014 levels of economic activity this year, though
there is more to the story.

Once the weakest labour market and economy, Alberta now shows the
most private sector employment growth of any province and an inflow of
revenues due to high commodity prices. Furthermore, over the past few
months, hiring has increased across a range of industries—well beyond
the energy sector and those directly impacted by restrictions. The
majority of businesses plan to further up their staffing as well.

This is more than a return to the province’s weak economy of 2019: there
has been a broad improvement in unemployment and participation
among nearly all demographic groups for which data are available.
Encouragingly, though wage growth has trailed other provinces since
COVID, there are signs it may be finally starting to pick up.
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Executive Summary

That said, this is not the boom of 2014. We are not seeing the kinds of
investment or entrepreneurial activity as in the past. Capital investment in
the energy sector remains at a mere 30% of what we might have seen back
then, and business investment across Canada remains modest. Meanwhile,
startup activity is low, with ~1,400 fewer businesses operating in the
province than pre-COVID.

As well, like the rest of the world, inflation and labour shortages continue to
be key roadblocks. With unemployment low and the workforce ageing,
Alberta’s excess capacity is waning, meaning businesses will need to attract
individuals from elsewhere or invest in productivity enhancements to meet
consumer demand. Further, not only has inflation hit Albertans harder due to
lower wage growth, but the resulting higher interest rates could also pose a
challenge: as Albertans have jumped on the house buying party, the cost of
servicing their accumulated debt could weigh more heavily on Albertans.



https://www.businesscouncilab.com/competitive-and-sustainable-economy/alberta-businesses-remain-optimistic-the-year-ahead-results-from-the-june-2022-business-expectations-survey/
https://www.businesscouncilab.com/competitive-and-sustainable-economy/alberta-businesses-remain-optimistic-the-year-ahead-results-from-the-june-2022-business-expectations-survey/
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Highlights

Alberta shows the
strongest private-
sector growth of large
provinces, increasing > ) )
employment 3.1%
versus pre-COVID, and
showing the |least

High energy prices are
pouring money into
energy businesses and
the province but just 39%
of the industry’s cashflow
IS expected to be spent
) , ) on capital investment
crowdmg out” by the compared with 149% at

public sector. similar prices in 2013.

The impact of inflation
> b ) and its painful medicine
of higher interest rates

could hurt Albertans

disproportionately.
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Building Better

Work in Alberta

Building better i1s about work opportunities—
those available, emerging, or lost. Access to
work Is a signal of financial and personal
opportunity for individual Albertans, a sign of
business health, and a gauge of current
economic activity in the province.




Building Better

Alberta’s strengthening labour market since COVID by demographic

Index of... Unemployment * ‘ Labour engagement
Official  Broad Participation Employment

15 - 24 |

Female @ 120 & 100 @ 103 @ 106
Male @ 131 @ 143 @ 104 @ 110
25 - 54 |

Female @ 146 @ 140 @ 101 @ 104
Male @ B @ 43 © 99 @ 10
55+ . | .

Female @ 156 @ 155 @ 96 & 100
Male @ 18 @ 135 @ 86 @ s7

Source: Statistics Canada. June 2022 compared to February 2020. Table: 14-10-0288-01 and 14-10-0077-01.

*Official rate of unemployment is the standard commonly reported measure. Broad unemployment is a more
comprehensive measure which includes discouraged workers.

. Improvement

. Decline

Work in Alberta

} Alberta’s labour market is stronger

thanit’s beenin years

Doubling the gains of the previous
quarter, about 46,000 more Albertans
are working than in March. This leaves
the unemployment rate at 4.9%, a rate
not seen in over 5 years. Furthermore,
the recent uptick in hiring was across a
broad range of industries: e.g.,
professional services, transportation, and
finance. Overall, the stronger labour
market has benefited men and women of
all ages. The only group less likely to be
working is older men.
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https://www.businesscouncilab.com/wp-content/uploads/2022/04/Alberta-Snapshot-April-2022-FINAL.pdf
https://www.businesscouncilab.com/wp-content/uploads/2022/04/Alberta-Snapshot-April-2022-FINAL.pdf

Private sector employment growth since COVID

® Private sector ®Public sector @ Self-employed

Employment growth excluding public sector J
VL VL v v v
AB BC ON MB SK QC
3.1% 1.1% 0.9% -1.8% -1.7% -1.9%

Source: Statistics Canada. June 2022 compared to February 2020. Table: 14-10-
0288-01, own calculation

Building Better

Work in Alberta

} The province’s recovery is driven by the private sector
In fact, the province leads the nation in private sector jobs
growth. Since March, the private sector (including self-
employment) has added 26k jobs, while public sector jobs
are up by 19k. This is in stark contrast with other provinces
where the growth of the public sector since COVID could
be “crowding out” other business as the two compete for
workers and capital. Private sector job growth also
indicates a stronger economic recovery.
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https://financialpost.com/opinion/jack-m-mintz-why-all-the-job-vacancies
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O O
Unemployment across Alberta B u I Id I n g Bette r

Work in Alberta

5.5% most recent rate
5.4% pre-COVID rate

} However, not all regions have shared equally in this

Bubble colour based on improvement
ALBERTA unemployment rate Due to less growth in the public sector, and a weaker
Bubble size based on economy pre-pandemic, Alberta has more people on
5.7% number unemployed the sidelines than in other provinces and thus more
R N o 4.1% room for growth. For instance, a more comprehensive
S E55 definition of unemployment, used to measure labour
6.9% market “underutilization,” is still ~30% higher in
7.9% Alberta than other large provinces while the number
4.5% 5.3% who have been out of work for more than a year is
6.6% 7.0% more than double.

il 5.0%
| 4.6%

Source: Statistics Canada. Table: 14-10-0387-01, cities listed include full “economic region” which may be
broader than the individual city, see description via Statistics Canada
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https://www150.statcan.gc.ca/t1/tbl1/en/cv!recreate.action?pid=1410038701&selectedNodeIds=1D63,1D64,1D65,1D66,1D67,1D68,1D69,1D71,3D1&checkedLevels=0D1,1D1&refPeriods=20140101,20220601&dimensionLayouts=layout3,layout2,layout2,layout2&vectorDisplay=false
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Viaking a Life

People in Alberta

Making a lite is about Alberta being an attractive
and affordable place to call home. Low living costs,
debt, and poverty, combined with economic
opportunity, are signs of shared prosperity—which
will encourage young adults to stay in the province
and prospective Albertans to move here.
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Making a Life

People in Alberta

>
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Canadians and Albertans are getting out
and about but this could change

Canada now ranks higher than the US in
The Economist’s “normalcy index” as
public transit, office use, and road traffic
resume in Canada but are beginning to
decline again or have leveled off in the US.
Canadians—and Albertans—are out
shopping more than before the pandemic.
While concerns of COVID may be fading,
the recent trend in the US could be a
precursor for Canada as price increases
for things like gas and hotels put a damper
on commuting into the office, trips to the
mall, and holidays away.

Index of pre-pandemic normalcy

Canada

Sports attendance 120

Pre-pandemic level
Retail T

5 1 1 1 1
Mar 2020 Apr  May  Jun

Timenot-at-home
Road traffic .

Overall index (92)
Office use i

Flights
Public transport

60

|

I 1 1 1 1 I 1 I 1 1 I 1 1 1 1 1 1 1 1 1 1 1 1
Jul Aug Sep Oct Nov Dec Jan2021Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May

United States
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Cinema
Pre-pandemic level

Flights 100

(] I 1 1
Mar2020 Apr  May  Jun

Time not at home
Retail

Overall index (88)

Road traffic

Public transport
Office use

I I 1 1 I I 1 I 1 I I I 1 I [} I 1 1 1 1 I 1 1
Jul Aug Sep Oct Nov Dec Jan2021Feb Mar Apr  May Jun Jul  Aug Sep Oct Nov Dec Jan Feb Mar Apr May

Source: The Economist, data updated weekly through July 10, 2022



https://www.economist.com/graphic-detail/tracking-the-return-to-normalcy-after-covid-19
https://www.gstatic.com/covid19/mobility/2022-07-06_CA_Alberta_Mobility_Report_en.pdf
https://www.ipsos.com/en/what-worries-world-june-2022
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Making a Life

People in Alberta

D Inflation is taking a bite out of wages
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The top concern among Canadians is inflation.
Albertans, however, are not only facing higher
prices but are also seeing little increase in wages.
While prices have increased 10% since COVID,
wages have increased just 4-5%—well below
many other provinces, though it has improved
some over the last few months. As more
consumers expect higher inflation to last, they
plan to cut spending. Meanwhile, businesses
expect inflation to become a focal point in wage
negotiations, especially in restaurants and hotels,

and manufacturing industries.

Wage growth since COVID

110

105

100

Average hourly wage rate

Jul 2020 Jan 2021 Jul 2021 Jan 2022

® Alberta ®British Columbia ® Canada ® Manitoba ® Ontario ® Quebec ® Saskatchewan

Median hourly wage rate

/109

105

Jul 2020 Jan 2021 Jul 2021 Jan 2022

Source: Statistics Canada, Table: 14-10-0063-01 for median and hourly wages, own calculation of 3 month rolling
average, data through June 2022



https://www.ipsos.com/en/what-worries-world-june-2022
https://www.bankofcanada.ca/2022/07/canadian-survey-of-consumer-expectations-second-quarter-of-2022/
https://www.bankofcanada.ca/2022/07/canadian-survey-of-consumer-expectations-second-quarter-of-2022/
https://www150.statcan.gc.ca/n1/daily-quotidien/220530/dq220530b-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/220530/dq220530b-eng.htm
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Making a Life

People in Alberta

Net interprovincial moves to/from Alberta

} Despite weaker wage growth, Alberta More people
shows an edge in attracting people moving to Most recently
Whether due to job opportunities, more Alberta
affordable housing, or other quality of life
factors, more Canadians are choosing to
call Alberta home. Since last July, more L +6.2Kk avg
people have planted roots in the province
than the number that has packed their III
bags for elsewhere. This could bode well
for Alberta businesses in the competition

petbortee........... ~= — _IEaREgy. -2.4KaVE - -t
for labour as /8% of Alberta businesses
report shortages restricting their ability to
More people
meet demand. 004 leaving 2022
Q3 Alberta Q1

Source: Statistics Canada, Table: 17-10-0020-01, quarterly net inter-provincial migration, own calculation: number moving to -
number leaving Alberta
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https://www.businesscouncilab.com/work/weekly-econ-minute-labour-shortages-in-alberta/

Creating Prosperity

Business in Alberta

The health of the business sector is central
to economic prosperity. Businesses create
Jjobs, opportunities, and growth. By so
doing, they generate tax revenue that
supports social spending. When
businesses do well, Albertans do well.
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Creating Prosperity

Canada GDP compared with pre-COVID

®-4.0% below pre-COVID trend
$2.2T

®+1.0% above pre-COVID level
$2.0T
$1.8T

$1.6T

$1.47

Q12016 Q12022

Source: Statistics Canada, Table: 36-10-0104-01, own calculation of pre-COVID trend

Business in Alberta

} Canada’s economic recovery continues, but

more slowly

Economic growth continued in the first quarter—
up 0.8% versus the previous quarter and 3%
versus a year ago but still falls short of its pre-
pandemic trend. Further, business investment
which tends to propel future growth remains
limited (up just 5% versus pre-COVID) and
concentrated in the housing market. Rising
interest rates are likely to throw more cold water
on investment as it becomes more expensive.
This, along with the ongoing consequences of
inflation and shortages of labour, has led RBC to
predict a moderate contraction in 2023.
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https://www150.statcan.gc.ca/n1/daily-quotidien/220531/dq220531b-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/220531/dq220531b-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/220531/dq220531b-eng.htm
https://thoughtleadership.rbc.com/canadas-economy-is-headed-for-a-recession/
https://thoughtleadership.rbc.com/canadas-economy-is-headed-for-a-recession/

Creating Prosperity

Labour market tightening

Job vacancy rate (%) by province
® 2019 average

@® Most recent data

6.8
6.1
2.9 57 5 4
.2
4.9 4.9
4.5
4.3 4.1
3.9
: 2.5
2.2 2.2
BC QC PE ON NB NS SK MB NL

AB

Source: Statistics Canada, Table: 14-10-0371-01, most recent data is April 2022

Business in Alberta

} Businesses plan to increase operations

Businesses in Canada and Alberta remain
largely optimistic even as interest rates rise.
Their biggest roadblock is the tightening
labour market. Job vacancy rates are not only
double what they were in 2019, they are a
problem across the economy: 17 of 20
industries have seen an increase of >50%.
Given low unemployment and an ageing
workforce, many businesses report using
stopgap measures like increasing
employees’ hours and delaying service to
customers.
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https://www.bankofcanada.ca/2022/07/business-outlook-survey-second-quarter-of-2022/#footnote-1
https://www.businesscouncilab.com/competitive-and-sustainable-economy/alberta-businesses-remain-optimistic-the-year-ahead-results-from-the-june-2022-business-expectations-survey/
https://www150.statcan.gc.ca/n1/daily-quotidien/220427/dq220427a-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/220427/dq220427a-eng.htm
https://www150.statcan.gc.ca/n1/daily-quotidien/220530/dq220530b-eng.htm
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Creating Prosperity

Business creation Business in Alberta
. Alberta @ Business startups British Columbia

® Business closings } Though new business creation has been lacklustre
1% What we have not seen is a notable increase in
(0% startup activity—in Alberta or other large provinces. In

fact, Alberta has about 1,400 fewer businesses
operating across the province overall (a decline of

5%

0% ~1%) compared to pre-COVID, suggesting no real
Ontario Quicbac increase in entrepreneurial activity. Industries seeing
20% the most doors close and the fewest open include

resources; professional and technical services; and
construction. Meanwhile, health care & social
assistance was the only industry to see more

5% businesses open their doors.

15%

10%

0%

Jan 19 Apr 20 Mar ‘22 Jan ‘19 Apr ‘20 Mar ‘22

Source: Statistics Canada, Table: 33-10-0270-01, own calculation of new business openings and business closings as a
percent of active business, data through March 2022
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Thinking Globally

Economic Conditions

Alberta is not an island in the world. Our people
and businesses are affected by global factors
over which they have no direct control.
Understanding and anticipating international
trends is key to being resilient and adaptable.
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Economic Conditions
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Similar to the interim report published in March, the
OECD’s June Outlook expects growth of 3% this
year (versus 4.5% forecast in December) and
inflation of 9% across OECD countries (double
previous expectations). The main culpritis the war
and the related rise in commodity prices. Countries
with limited ties to Ukraine or Russia and that
benefit from high resource prices, like Canada, will
not fare as badly as others, bringing a focus to food
and energy security.

Change in GDP growth expectation

s among G20 and OECD countries

June 22 vs Dec ‘21
Lower [ | Higher

Source: OECD Economic Outlook, Volume 2022 Issue 1 June



https://www.oecd-ilibrary.org/sites/4181d61b-en/index.html?itemId=/content/publication/4181d61b-en
https://www.oecd-ilibrary.org/economics/oecd-economic-outlook/volume-2022/issue-1_62d0ca31-en
https://www.oecd.org/economic-outlook/
https://www.oecd-ilibrary.org/sites/62d0ca31-en/1/3/2/7/index.html?itemId=/content/publication/62d0ca31-en&_csp_=0cf9a35c204747c5f82f56787b31b42b&itemIGO=oecd&itemContentType=book
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Economaic Condttwns Food price index
Price Crisis Arab Spring Ukraine War

160
As measured by a “basket” of products, food is 154
29% more expensive than a year ago. Even e
before the war, poor growing conditions were -
driving food costs to levels not seen in recent Pre-War pricel/
history. As a result, 440M more people may - growth ','
not get enough to eat (a total of 1.6B) and / i
social unrest is on the rise. Finances are
limiting what governments can do: 60% of 58 w
poor countries are already at risk of debt ‘.\
distress. T

80

2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: The FAO Real Food Price Index (FFPI) and OECD calculations, data through May 2022
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https://www.fao.org/worldfoodsituation/foodpricesindex/en/
https://www.economist.com/leaders/2022/05/19/the-coming-food-catastrophe
https://www.economist.com/international/2022/06/23/costly-food-and-energy-are-fostering-global-unrest
https://blogs.imf.org/2022/04/07/restructuring-debt-of-poorer-nations-requires-more-efficient-coordination/
https://blogs.imf.org/2022/04/07/restructuring-debt-of-poorer-nations-requires-more-efficient-coordination/
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Economic Conditions Inflation-surprise index of advanced economies

After decades of low inflation across advanced 20
economies, it has not only been high but has 90
consistently taken consumers, businesses, and

central banks by surprise. But this is changing: 1 Inflation higher than expected 60

Canadian consumers and businesses now
expect inflation to persist for at least a year or

Inflation
30 higher than

two. Though the same is playing out in other expected

countries, Canadians seem to be especially 0

worried, and perhaps for good reason: Canada f

has the highest “entrenchment score” of major -30

economies. Inflation
lower than

-60 expected
5 L R R T S e e L i L L L i 1

2000 05 10 15 20 22

Source: Citigroup and The Economist
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https://www.bankofcanada.ca/2022/07/canadian-survey-of-consumer-expectations-second-quarter-of-2022/
https://www.bankofcanada.ca/2022/07/business-outlook-survey-second-quarter-of-2022/#footnote-1
https://www.economist.com/finance-and-economics/2022/06/19/peoples-inflation-expectations-are-rising-and-will-be-hard-to-bring-down
https://www.economist.com/finance-and-economics/2022/06/19/peoples-inflation-expectations-are-rising-and-will-be-hard-to-bring-down
https://www.ipsos.com/sites/default/files/ct/news/documents/2022-06/WWW_Global%20Report_June%202022.pdf
https://www.ipsos.com/sites/default/files/ct/news/documents/2022-06/WWW_Global%20Report_June%202022.pdf
https://www.economist.com/finance-and-economics/even-outside-america-inflation-is-starting-to-look-entrenched/21809225

Building Alberta's Future

The Next Generation

Economic prosperity isn’'t just about what
happens today—it's about planting the seeds
for the future. When Albertans see new
opportunities, they will plan, invest, and take
risks In creating a better tomorrow for
themselves and for their province.
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Building Alberta's Future

Alberta economic forecasts

Total GDP GDP per capita
Actuals Forecast Actuals Forecast
370bn . : ) $85K :
360bn
350bn HE

5%///9 $75K

340bn
330bn
320bn ¥ | 0K
310bn : s :
2014 2016 2018 2020 2022 2014 2016 2018 2020 2022
® ATB ® RBC eTD

Source: Statistics Canada, Table: 36-10-0222-01 and Table: 17-10-0005-01 for actuals, Alberta Population
Projections, TD Provincial Economic Forecasts published March 18, 2022, ATB Alberta Economic Outlook published
May 19, 2022, and RBC Provincial Economic Forecasts published June 7, 2022.

The Next Generation

} Alberta expected to return to 2014 levels of GDP
but not prosperity
While Alberta is enjoying a strong recovery, it is
Important to note the difference versus previous
booms. First, though all bank forecasts show
Alberta surpassing 2014 levels of economic activity
this year, this does not factor in population growth
over that time. Per capita GDP (a proxy for income)
will only reach 2019 levels by 2023, at which point
they'll still lag 2014 levels by 5% or about $5,000
per person.
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Building Alberta's Future

Crude oil prices and capital spending in the energy sector
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Source: Toronto-Dominion Bank, Bank of Canada and Bank of Canada calculations for capital expenditures, U.S. Energy

Information Administration via Government of Alberta for WTI Oil (2022 include year-to-date through May average)
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The Next Generation

} Boom in energy is not translating to

capital spending

With energy prices at an 8-year high, the
value of exports is high and revenues are
flowing into Alberta. However, a recent
survey of producers suggests businesses
will not spend much of this on investment,
instead prioritizing financial discipline. Only
around 40% of this cash flow is being set
aside to expand operations (compared with
149% at similar prices in 2013). Contributing
factors include uncertainty from the low-
carbon transition, adequate pipeline
capacity, and competition for labour,
especially in oilfield services.
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https://www.bankofcanada.ca/2022/07/business-outlook-survey-second-quarter-of-2022/#footnote-1
https://tradingeconomics.com/commodity/crude-oil
https://www.businesscouncilab.com/work/albertas-exports-are-shaping-up-for-a-record-year-heres-whats-behind-it/
https://www.bankofcanada.ca/2022/07/business-outlook-survey-second-quarter-of-2022/#footnote-1

Building Alberta's Future

The Next Generation
Vulnerabilities of recent home buyers in Canada

Percentage of buyers with... P Policies that fight inflation will be a bitter
pill to swallow for many Albertans

Due to greater mortgage debt (relative to
income), Canada’s housing market is among

O Pre-COVID avg @ Most recent

the most vulnerable to the increase In
A loan-to-i tio 450%+ . . . . .
Oan; OriNEomE TAto O -@® interest rates intended to fight inflation. As
and well, recent home purchases were more
likely to be made by families who could least
A variable interest rate (- . —0 afford it and who will feel the impact of policy
changes most immediately. Though Alberta’s
and housing market is less at risk of a painful
- correction, a higher debt load among
Amortization 25 years+ O @ Albertans could be problematic in the
0% 5% 10% 15% 20% 25% coming years.

Source: Data include purchases and refinancing originated by federally regulated financial institutions. Low-ratio mortgages have a loan-
to-value ratio of 80% or less. Sources: Regulatory filings of Canadian banks and Bank of Canada calculations. Pre-COVID average
includes 2014 - 2019, most recent is Q1 2022.
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https://www.economist.com/finance-and-economics/which-housing-markets-are-most-exposed/21809217
https://thoughtleadership.rbc.com/canadas-housing-market-in-full-blown-cooling-mode/
https://www.consumer.equifax.ca/about-equifax/press-releases/-/blogs/equifax-canada-reports-canadian-consumer-debt-increasing-but-at-a-slower-pace/
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About the Alberta Snapshot

The Alberta Snapshotis a quarterly executive Report Citation:
summary that helps you keep a pulse on what's going Business Council of Alberta. Summer 2022.
on in Alberta, from economic activity to business Alberta Snapshot: A Quarterly Economic Update.

conditions to social well-being.
All data in this report is the latest available data as of
This report is produced by, and the property of, the July 10, 2022.
Business Council of Alberta. For more information,
email info@BusinessCouncilAB.com

Authors:
Mike Holden, Vice President, Policy & Chief Economist
Alicia Planincic, Manager, Policy & Economics
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