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Alberta well-positioned to weather
headwinds

» Momentum in economy

» Real GDP to grow at solid pace over the
medium term

> Risks to outlook have increased


Presenter
Presentation Notes
Momentum in the economy
Robust prices are boosting revenues and activity in the province
Investment intentions remain intact despite rising cost pressures
Real GDP forecast to expand almost 5% in 2022 and recover to 2014 level this year; incomes to far outpace real activity

Real GDP to grow at a solid pace over the medium term
Growth forecast to moderate next year to between 2.5-3% 
Energy prices expected to remain supportive of activity.
Growth prospects buoyed by Alberta’s strong fundamentals – such as favourable demographics, high capital stock and relative affordability.

Risks have increased
Elevated inflation and rising interest rates are dampening consumer sentiment and spending
Global economy facing headwinds from rising interest rates, high inflation and geopolitical uncertainty




Growth in incomes outpacing real activity

Alberta's nominal GDP (income) and real GDP (activity), indexed to 2014 level
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Nominal GDP broad measure of incomes in the province from businesses, households, and government

High prices, not just for oil but across other major exports and commodities, has resulted in significant increase in income this year

Net operating surplus reaching record high in 2022, almost doubling from last year

Driving nominal GDP growth by around 24% this year

Companies are in a good position to weather the storm


Tight market conditions supporting oil prices

West Texas Intermediate
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Revised our forecast from budget quite a bit

Conservative, concerns about downside risk, covid, slower global growth 

Revised for Q1

2022 in-line with Q1 forecast, 2023 downside risk – where we’ll be adjusting for the mid-year

Medium-term around $70-75/bbl


Strong U.S. Dollar decouples Loonie from oll
prices

West Texas Intermediate (WTI) and Canadian dollar
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Cad dollar has strengthened against most major currencies this year

US safe haven currency – expectations about US Fed raising interest rates

Less influence of energy sector on Canadian dollar with lower investment in the energy sector


Economic activity led by energy and general business

sector

Alberta Activity Index indexed to February 2020, by component
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Businesses facing elevated input and construction costs

Year-over-year growth in non-residential

Construction price index
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Costs have increased 10-15% so far this year.

Energy costs are a big driver, but there has been broad-based cost inflation across inputs

Canadian Industrial Product Price Index has started to retreat, mainly due to lower energy and metal products. 

We’ll be adjusting our forecast down further for next year to around 5% growth in non-res, lower growth in res

We also expect companies to face wage pressures, which I will discuss 



Investment continues to diversify outside oll
and gas

Private non-residential investment* in Alberta by category
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Province has seen a shift in the composition of investment since the 2015-16 recession. Energy sector continues to focus on managing costs, optimizing operations

Despite rising costs, companies outside oil and gas extraction are proceeding with investment plans amid solid corporate profits. 

Shift in the composition of investment in Alberta – oil and gas extraction contributing much less, sectors outside more active
     - Construction of Travers Solar and other renewable energy projects continues to progress towards completion
     - Emissions reduction projects such as Capital Power and Cascade Energy power plant conversion to natural gas
     - Investment in industrial building and engineering construction is also getting a boost from large-scale transportation projects across the province, such as TC Energy’s NGTL system and Pembina’s Peace pipeline expansion projects. 

Tech sector is taking off, particularly in Calgary

Pet Chem – Heartland activity, looking at hydrogen, CCUS, petchem expansions

Airlines expanding routes

Agri-food sector




Employment in most sectors has fully recovered

Labour market indicators Change in seasonally adjusted employment

since Feb 2020
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Labour market has recovered nicely 

Employment has recovered, growth has been strong

Uneven across sectors – those impacts most by covid continue to lag

Unemployment rate has come down quite a bit – more a story on the participation side


Participation rate for old and youth workers lagging

Labour force participation rate by age (seasonally adjusted), indexed to 2019 average
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Participation rate for older workers has not recovered – story playing out in other jurisdictions, not unique to Alberta

Even more acute in the US

Challenges before covid – pockets of weakness, male youth participation and unemployment quite high




Wage growth subdued despite low unemployment rate
and strong job vacancies

Job vacancy rate and unemployment rate Year-over-year growth in average hourly wages (non-seasonally
adjusted)
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Created a very tight labour market in the province and across Canada – high job vacancies, low unemployment rate

This is holding back hiring in the province

Wages have not been as responsive in AB as the rest of Canada

Wages higher in Alberta to begin with

Job tenure – younger workers in the province

Services sector components have lagged in AB compared with the rest of Canada– education, public administration, health care

Sectors like construction, professional/scientific services have not grown as strongly in AB

Alberta at Work – focused on addressing skills mismatch, training and apprenticeships etc.


Momentum in labour market heading into 2023

Labour Market Indicators

(%)
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Sources: Statistics Canada and Alberta Treasury Board and Finance; e-estimate, f-forecast ‘Athm
*The number of people working or looking for work



Strong rebound in population growth

Annual change in the Alberta population by component

Alberta's net interprovincial and international migration
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Immigration rebounding – federal targets increased

Interprovincial migration turned around in 2021, has picked up substantially

Latest data to July, 2.2% y/y growth

Adjusted our population forecast at Q1, will be further revised for Q2


Confidence pulling back from recent highs

Business Barometer Index Index of Consumer Confidence, 2014=100
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Risks heightened around inflation, interest rate increases – shows through confidence data


Inflation cooling but remains elevated

Year-over-year in Consumer Price Index, by component
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Inflation is beginning to show signs of cooling due to lower gasoline prices and the impact of the provincial electricity rebate program. Alberta’s headline inflation eased from 8.4% y/y in June to 6.2% y/y in September.

Despite the moderation, headline inflation still remains high, with core inflation (excluding food and energy) hovering around its 14-year high. 

Slowing demand from higher interest rates, coupled with easing energy prices, are anticipated to dampen inflation in the second half of the year. These trends will be furthered by the government’s affordability measures, such as the continuation of the gasoline tax holiday and the realization of the electricity rebate. 

Inflation is forecast to average just over 6% in 2022 before slowing further to just over 3.0% in 2023 as base year effects fade.


Consumer spending to stall next year

Seasonally adjusted retail sales Cont. to annual growth in real consumer spending
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Growth in goods spending has not kept up with inflation, but remains resilient

There has been a shift to services, saw that through the summer in restaurant and travel indicators

Bigger hit on goods consumption next year, particularly in first half of the year. 



Resale market stabilizing, housing starts remain strong

Annualized Alberta housing starts, existing home sales and Alberta wide average resale price*
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* 3-month moving average
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Housing market cooling, but holding up

Resale market hasn’t seen the correction in activity that BC and Ontario has seen – resales down to levels not seen in the past 15 years

Catch up in Alberta’s market

Housing market to slow next year but remain solid due to strong fundamentals – affordability, population growth

Alberta’s value proposition




Solid fundamentals to support housing

Unit sales Oct-22, indexed (2019=100)
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Starts expected to hold up

Alberta Housing Starts
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Alberta's value proposition

Median after-tax income of economic families in 2020
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Alberta’s value proposition

Residential average resale price, 2021 Average downtown office Class A property net rent
by city, Q3 2022
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