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Rate hikes incoming and more aggressive moves possible
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• Overnight rate forecast to reach 2% 

in 2022 with upside risk

• Europe conflict upward risk for 

inflation, downside risk for real 

growth

• Can Canadian (and U.S.) 

economies withstand aggressive 

rate maneuvers? 



Economy to expand strengthens post- Omicron

Source: Statistics Canada, Bank of Canada, Central 1
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Presenter Notes
Presentation Notes
A significant component of current monetary policy is forward guidance and the commitment to hold rates at the ZLB until it closes. However, Q3 will be well short of forecasts. Industry GDP forecasts are trending at 2% with the MPR at a wild 5.5% Very likely to miss this. 

The fudge factor here is potential GDP, which was already reduced due to “transitory supply shocks” which is weird in itself as potential GDP is more of a long-term concept and will also unwind. Nevertheless, if the bank is gung ho on leaning against inflation, this will not matter.

Canada growth will like come in in at around 4.8%
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B.C. economic cycle outperforms during pandemic

Source: Statistics Canada, Central 1
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Presentation Notes
, recovery contingent on controlling the virus and vaccinations

Manitoba,
Three sectors = 15% of pre-pandemic employment accounting for all of the gap in employment at current time.

Short-end rates will still remain low despite the vigorous recovery. While long yields are building in future economic strength, the Canadian economy remains 3% below year ago levels, same as employment. Considerable slack not including the lost economic output and prospects of scarring from long-term unemployment and lost businesses. 

CBs have committed to let economy run hot and inflation returns to average 2%. 



B.C. growth outperforms peers, employment fully recovers and 
joblessness sinks
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B.C. Labour market 

Source: Statistics Canada, Central 1
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B.C. growth outperforms peers in key measures
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B.C. outpaces Canadian growth in 2021, trend slips below 2% by 2024

Source: Statistics Canada, Central 1
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• 2022 – B.C. restrictions less intensive than 

peers

• Rotation towards services- oriented growth 

and exports for 2022, Omicron a risk

• Housing cycle to remain robust but less 

contribution to growth

• Infrastructure and capital spending strong, 

business investment picks up

• Population growth to accelerate

Presenter Notes
Presentation Notes

Economy will remain dependent on government programs (EI, Canada Recovery Benefit, CECRA) to support households an businesses.

H2 2021 should be better as vaccine rollouts here and abroad trigger relaxed rules and more business investment. Pent up demand from consumer should also boost spending  given high levels of savings in the early stages of pandemic

More immigration, students, social activity and low rates to boost consumer demand, 
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Vancouver CMA posts similar patterns

Source: Statistics Canada, Central 1
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Share of 18+ population is 48%. 
Canada is tops at 63% now. > Israel, UK, U.S (51%), focusing mostly on coverage rather than full vaccinations
Means majority are protected against high severity of COVID, while also suggests high share will eventually be vaccinated.



Metro Vancouver recovery lags other regions
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Mixed performance among sectors but pandemic-sensitive 
sectors set to rebound sharply

Source: Statistics Canada, Central 1

• Key drivers include technology and 

knowledge sector expansion

• Consumer economy hums despite 

lower population growth

• Pandemic drivers of health and 

government rise

• Tourism sectors set to rebound sharply
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Presentation Notes
, recovery contingent on controlling the virus and vaccinations

Manitoba,
Three sectors = 15% of pre-pandemic employment accounting for all of the gap in employment at current time.

Short-end rates will still remain low despite the vigorous recovery. While long yields are building in future economic strength, the Canadian economy remains 3% below year ago levels, same as employment. Considerable slack not including the lost economic output and prospects of scarring from long-term unemployment and lost businesses. 

CBs have committed to let economy run hot and inflation returns to average 2%. 



Tech and knowledge industries a key growth driver

Source: Statistics Canada, Central 1, latest: Jan/22
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Tourism on the upswing, Omicron January dip temporary

Source: Statistics Canada, Central 1, latest: Jan/22
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Business investment has more room to recover, consumer 
goods demand to slow

Source: Statistics Canada, Central 1

60.0

70.0

80.0

90.0

100.0

110.0

120.0

130.0

2019 - Q1 2020 - Q1 2021 - Q1

Non-residential (structures and
M&E)

Goods

Services

Residential Stuctures

Real GDP by Select Expenditure, 2019Q4 =100

Presenter Notes
Presentation Notes
We have revised our outlook and see 2 hikes in 2022 and 3-4 in 2023. This is les than market expectations.

There is no doubt that the driving force at the moment is inflation, but I think we shouldn’t keep our eyes off the economy just yet.




Commodity prices surge supports B.C. exporters 

Source: Bank of Canada, Central 1
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Presentation Notes
Varying demand and supply shocks are factoring into a massive pick up in headline and core global inflation
U.S. CPI inflation is sitting at 5.4% y/y and Canada around 4.4%. 

Much of the inflation can be seen as transitory (non-permanent). Supply chains disruptions are generally temporary, long-term capacity has not been impeded. High vehicle prices and other electronics impacted by shortages will likely roll back Recovery lift in some services are one off gains. Central banks have largely talked back these gains, including wage gains due to pandemic effects. 

However, clearly central banks have been spooked and now see gains more persistent and stronger than expected. Additionally, inflation is likely going to remain elevated at least in Q4 before slipping as energy, food prices and housing provide upward momentum



Interprovincial migration drives pandemic population growth

Source: Statistics Canada Central 1
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Metro Vancouver population growth slowed sharply 
during the pandemic

Source: Statistics Canada, Central 1 Latest: Sep/21
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Immigration to Canada set to surge on high federal 
targets 
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Permanent Residents – Monthly IRCC Updates - Canada - Admissions of permanent resident by province/territory of intended destination and immigration category https://www.cic.gc.ca/opendata-donneesouvertes/data/IRCC_M_PRadmiss_0001_E.xlsx




Extension of pre- pandemic trends



Metro Vancouver Forecast

Vancouver CMA 2019 2020 2021 2022 2023

Labour Force (000s) 1,576.0 1,515.0 1,612.7 1,654.0 1,682.0
% ch. 3.6 -3.9 6.5 2.6 1.7
Total Employment (000s) 1,503.2 1,375.2 1,499.7 1,561.0 1,594.0
% ch. 3.4 -8.5 9.1 4.1 2.1
Unemployment Rate 4.6 9.3 7.0 5.6 5.2
Residential Permits ($ millions.) 7,902.9 7,100.0 7,400.3 7,850.0 8,200.0
% ch. -6.5 -10.2 4.2 6.1 4.5
Non-Residential Permits ($ millions.) 3,778.4 3,078.0 2,896.1 3,400.0 3,700.0
% ch. -2.5 -18.5 -5.9 17.4 8.8
Population (000s) 2,709 2,746 2,773 2,820 2,870
% ch. 1.9 1.4 1.0 1.7 1.8

Presenter Notes
Presentation Notes
Let’s not choke off the recovery in the name of inflationl




Housing demand remains strong into March, but average price 
dips

Source: CREA, Central 1, latest: Mar/22
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Growth acceleration driven by ground- oriented 
units
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Lower Mainland price growth not that impressive, small 
markets dominate during pandemic

Source: CREA, Central 1 * sales (2019)



Rates increases amplify affordability constraints

Source: Bloomberg, Central 1
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Rates have risen 20 bps for 2-years and 40 bps for 10 years. This has reverberated through markets. There is a clear signal that market is expecting earlier rate hikes, but we should be careful in extrapolating. The Fed will likely push back against some market expectation for inflation given risk to the economy of premature hiking. Labour markets remain well short of pre-pandemic levels. Still not at productive capacity, and I think the bottlenecks are in large part temporary.




Sharp movements in rates tend to curtail prices

Source: CREA, Statistics Canada, Central 1, latest: Mar/22
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• Affordability constraints from 

high home prices and higher 

interest rates

• Foreign purchaser ban



Supply remains a key constraint and supportive of 
prices
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Slowdown expected, housing remains active sector
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Affordability and housing
• Affordability constraints and higher interest rates to tame market, drive 

short- term price declines
• Demand for ownership remains elevated, shift to condos, others 

priced out
• Lower Mainland market to be supported by economic and population 

growth, wage gains and rotation from remote work back to in- office 
and urban areas
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Let’s not choke off the recovery in the name of inflationl




Long- term density will continue to lift land value
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Metro Vancouver 
This means we are adding the equivalent of Surrey or  combination Burnaby + Richmond + Coquitlam to the land base
Even at a conservative pace of 1% which is will below average adding 400k
Pressures on the labnd bse



New construction elevated, needs to be higher
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British Columbia Forecast Table
2020 2021 2022 2023 2024

GDP at market prices -0.6 10.5 7.0 5.8 4.7
Real GDP, expenditure-based -3.4 5.0 3.9 2.9 2.8

Household consumption -3.5 5.2 4.0 3.0 2.7
Government expenditure 1.1 1.2 1.5 2.0 1.9
Government capital formation 9.9 -4.3 1.5 2.3 3.3
Business capital formation 1.3 4.3 3.2 3.0 -0.3
Residential structures 3.4 13.3 -1.6 0.6 0.6
Machinery and equipment -21.3 7.0 5.4 8.9 10.1
Non-residential structures 10.5 -6.6 8.1 3.2 -7.7

Final domestic demand -1.2 4.0 3.2 2.8 2
Exports -9.7 5.7 5.3 3.9 3.6
Imports -8.0 6.1 5.5 3.2 2.2

Employment -6.5 6.7 3.9 2.1 1.7
Unemployment rate (%) 9.0 6.5 5.4 5.1 4.7
Personal income 0.6 3.6 5.9 4.6 4.9
Disposable income 11.0 1.8 5.7 4.6 5
Net operating surplus: Corporations 19.0 5.9 3.4 6.3 -1.4
CPI 0.8 2.8 2.5 2.4 2.4
Retail sales 1.3 10.0 6.5 4.9 4.2
Housing starts, 000s 37.7 47.6 43.5 46.1 44.1
Population Growth (%) 1.1 1.0 1.8 1.9 1.6
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Bryan Yu
Chief Economist
Central 1 
byu@central1.com
Cell: 604-649-7209
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