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Executive Summary
In its April Economic Outlook, the IMF stated, “even with high uncertainty about
the path of the pandemic, a way out of this health and economic crisis is
increasingly visible.” This statement rings true for Canada and Alberta. Yet, with
COVID cases rising and variants gaining prominence, the uncertainty part of this
phrase should be highlighted.
At the time of our last reports (October 2020 and January 2021), we were unsure
of the extent to which the crisis had or would cause structural damage—mass
bankruptcies, permanent shifts in consumer behaviour, and labour force scarring
due to individuals out of the workforce for long periods of time.
En masse, this has not come to fruition at the scale once feared. This is largely
thanks to never-before-seen levels of support by the government and Bank of
Canada. Worldwide, the IMF estimates the crisis would have been three times
worse in the absence of this policy support.
Alberta has been no exception. Consumer and business bankruptcies remain low;
as of the latest data more businesses were opening or reopening than the
number closing.
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And, Albertans’ spending seems to reflect short-term responses to the virus and
restrictions, as opposed to permanent shifts in behaviour. Alberta’s business leaders
confirm this optimism. For the first time since the crisis began, businesses plan to hire
more workers and invest more in the coming year.
Surprisingly, one of the things previously causing concern for Alberta just before the
pandemic could be a strength in the medium term: a resource-rich economy. The
housing boom has increased the premium paid for Alberta’s lumber. Meanwhile,
though uncertainty remains, energy prices are strong with the supply restraint by
OPEC+ and the growth in demand as the world becomes more mobile.
That said, rising caseloads and the emergence of new COVID variants are cause for
concern in the short term, impacting most those businesses already hard-hit by the
pandemic—restaurants, hotels, airlines, and other close-contact services. Given the
relative strength of other segments of the economy, close-contact services and
education should be the utmost focus for the immediate term, especially given that
low-income Albertans tend to be most affected. Vaccination, risk mitigation, and
targeted income support will be the most fundamental policy levers over the next year
so businesses can reopen more fully, kids can learn, and Albertans can get to work.
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Highlights
1
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Employment in
resource sectors has
recovered with the
resurgence of strong
energy prices, but
employment in hard-hit
service sectors remains
30% below pre-COVID
levels.
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3
With more money in
some bank accounts,
housing markets are on
fire across Canada, but in
Alberta they are just
smoldering.

We can see the light at
the end of the tunnel:
Alberta’s business
leaders plan to invest
and hire more in the
coming year.
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Building Better
Work in Alberta

Building better is 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.
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Building Better

Work in Alberta

Not like once feared—Albertans are
doing about as well as other Canadians
in employment
There has long been a concern that
Alberta would fare worse than the rest of
Canada, due to the double whammy of the
oil price collapse and COVID. The most
recent data, however, show Alberta is
holding up better than many had feared.
There are also encouraging signs looking
ahead: TD recently increased its
employment forecast for Alberta and our
Business Expectations Survey shows, for
the first time, that most business leaders
expect to increase employment this year.
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Building Better
Work in Alberta

Now that resource industries are doing
well, Alberta has just one crisis: the virus
Employment in Alberta’s resource industries
has, essentially, fully recovered. However,
the same is not true of those businesses
most directly impacted by COVID, especially
services that require close contact or travel.
Employment in those industries remains
nearly 30% below pre-pandemic levels. And
Albertans in these sectors are faring worse
than they are elsewhere in Canada—nationwide, employment in these sectors is down
by 18%. This means Alberta’s biggest barrier
in economic recovery is the virus itself.
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Building Better
Work in Alberta

The biggest concern is the growing group
of Albertans who have been unemployed
for at least 3 months
Of those unemployed, 23% have been
without a job for at least a year while 58%
have been unemployed for at least 3
months. These are the highest rates of longterm unemployment in the country. This—
along with the lingering gap in employment
in hard-hit service sectors—means income
support and training will be needed until the
virus is under control and likely beyond.
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Making a Life
People in Alberta

Making a life 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

Albertans are spending where they can and on
the kinds of things they can enjoy at home
Albertans continue to spend during the
pandemic, with retail sales up 5% in January
compared to a year ago. Stores where
consumers tend to spend the most—car dealers,
grocery stores, and general merchandise stores
such as Costco—all saw sales increase. The
shifts in spending, however, show where and
how Albertans spend has changed with being
home more. Albertans are spending less in gas
stations and clothing stores and more on
furniture and office supplies.
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Making a Life
People in Alberta

But fewer opportunities to go out and
travel mean more savings—a lot more—
among the wealthiest
Meanwhile, except for the bottom 20% of
income earners, many have found
themselves with less debt or more money in
their bank account. Generally speaking,
lower-income Canadians who lost work were
more than compensated for their losses by
income supports, helping lower their debt
levels. Meanwhile, wealthier Canadians have
been mostly unaffected by the pandemic, but
have had fewer opportunities to spend (they
normally spend an estimated $5000/year on
travel alone), resulting in higher savings.
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Making a Life
People in Alberta

With more money in many bank accounts, the
housing market is on fire—but not in Alberta
Due to more savings, coupled with ultra-low
interest rates, the housing market has caught
fire in Canada, yet prices remain stable in
Alberta. Certain markets like Ottawa and
Montreal saw large price increases prior to
COVID, but since COVID, other markets have
followed suit. The Economist reports house
prices in Canada are up 150% since 2000. But
Calgary and Edmonton remain outliers: neither
has shown a strong uptick, and both remain
below their 2016 average.
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Creating Prosperity
Business in Alberta

The health of the business sector is central
to economic prosperity. Businesses create
jobs, 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
Business in Alberta

Economic activity grew in the fourth quarter
of 2020 but may have hit a virus wall until
better containment and greater vaccination
Canada’s total GDP—the value of the
economy—increased in the fourth quarter by
2.3% despite tougher measures to control the
virus but remains 3.2% below a year ago.
Consumer spending accounts for the lion’s
share of Canada’s GDP yet continues to be
limited by the virus and restrictions. Though
retail spending, as mentioned, is up, consumer
spending—which also includes the types of
spending more encumbered by the virus like
restaurants, hair salons, and plane tickets—
remains about 5% below normal.
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Creating Prosperity
Business in Alberta

New manufacturing orders indicate that,
while services requiring close contact
suffer, demand for goods is strong
An uptick in manufacturing orders is a
positive sign that beyond the virus itself,
there are no major underlying issues at play.
Of note, the increase has been in durable
goods—products that tend to be more
expensive and longer lasting—to more than
its value a year ago. This shows consumer
confidence and resiliency of supply chains. It
also corroborates a recent IMF report which
found industrial production has returned to
pre-pandemic levels globally.
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Creating Prosperity
Business in Alberta

Alberta businesses have averted mass
closures thus far—but close-contact
businesses may need more support to
get through
Because of stark shifts in consumer
spending, a major concern has been the
financial health of businesses. Though the
data are delayed, the results thus far are
encouraging. We have not seen the mass
closures initially feared, or bankruptcies,
which also remain low. Businesses in Alberta
continued to open or reopen through
October. It is worth noting, however, that
hard-hit industries like resources, tourism,
and restaurants have fared the worst.
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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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Thinking Globally
Economic Conditions

A way out of the crisis is increasingly visible
for Canada
The IMF’s April economic outlook shows
greater optimism than in October. It states,
“A way out of this health and economic crisis
is increasingly visible.” Upward revisions to
advanced economies account for most of the
improvement. This was primarily due to
greater fiscal support in the US and stronger
expectations for a “vaccine-powered
recovery” later in 2021. But recoveries are
likely to diverge based on importance of
tourism, size of services sector, extent of
fiscal support, and average income level.
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Thinking Globally
Economic Conditions

Commodity prices could turn from an
economic weakness in Alberta to a
strength
Commodity prices are a bright spot for the
Alberta economy. Forestry prices remain
elevated, due to more home building and
renovations. But now, following a year of
weak energy prices, energy is tracking above
2019 and 2020 levels. For how long either
will hold is a little less clear. Energy prices are
expected to remain higher as demand
recovers but to level off in the second half of
2021. However, projections underscore the
same uncertainty impacting the broader
economy.
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Thinking Globally
Economic Conditions

Meanwhile, tourism is likely to be slowest
to recover, depending on international
travel policies
Apart from a few outliers, most countries
remain in the early stages of vaccination.
Based on share of the population with one
dose, Canada currently ranks 4th among
G20 countries at about 20%, still a long shot
from broad immunity. Due to the gap
between a couple of big players—namely,
the US and the UK—and the rest, policies to
enable or discourage international travel
could begin to play a large role in economic
recovery, especially for countries dependent
upon tourism.
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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

The Next Generation

New home builds are Canada’s
“investment” activity for now
There are two kinds of capital investment:
residential and non-residential. The
housing market has driven growth in
residential capital (i.e., new home builds).
However, spending on non-residential
investment—machines, new factories, and
computers—remained low as of the end of
2020. Importantly, these are the kinds of
investments which enable productivity
gains and economic growth.
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Building Alberta's Future

The Next Generation

But the kind of investment that indicates
business confidence and enables growth
is coming
However, the good news is this kind of
investment may be about to turn the
corner. Our Business Expectations Survey
of member CEOs shows business leaders’
sales outlooks have improved markedly as
of March and, with that, more business
leaders plan to increase spending on things
like machinery and equipment over the
next year than those that plan to decrease
their spending.
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Building Alberta's Future

The Next Generation

And forecasts are looking up for Alberta
This improvement is also showing up in
bank economic forecasts. TD Bank’s March
outlook is considerably more optimistic
than RBC’s forecast from December. TD
now expects both GDP and employment to
fully recover by 2022. It also has a much
more buoyant view of Alberta’s housing
market which it expects to outpace the
rest of the country. Of course, the actual
results will depend heavily on a range of
unknowns, especially virus containment,
vaccine rollout, and continued pandemic
supports for individuals and businesses.
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About the Alberta Snapshot
The Alberta Snapshot is a quarterly executive
summary that helps you keep a pulse on what's going
on in Alberta, from economic activity to business
conditions to social well-being.
This report is produced by, and the property of, the
Business Council of Alberta. For more information,
email info@BusinessCouncilAB.com
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