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Introduction

The City of Calgary (The City) tracks economic indicators
throughout the year to develop insights about the impacts of
external events on the local economy. The results are published
in the Economic Outlook semi-annually in the spring and fall.
The results and report are available to the general public.

The timing of the release of The City’s Spring Economic Outlook
is late April every year. The timing is the result of several de-
pendencies. For example, it typically follows and incorporates
insights from a spring release of the Government of Alberta
budget. The late April timing also ensures that a complete set
of historical values, including those for the previous year and
the first quarter of the current year, are incorporated into the
forecast. Many of these values are attributable to several exter-
nal agencies that complete their work in mid-April every year.

Purpose

The Spring 2023 Economic Outlook supports The City’s finan-
cial and physical planning. It provides a reasonable basis for
decision-making by outlining and clarifying the economic op-
portunities and threats facing the Calgary Economic Region.
The outlook considers several economic indicators. The choice
of indicators reflects factors deemed likely to affect local eco-
nomic performance over the forecast period.

Plan

There are two areas or economies of interest. The first is the
local (or city of Calgary) economy. The second is the regional
economy (Calgary Economic Region or CER).

The CER is a small open economy affected by changes outside
its borders. Consequently, external influences from the provin-
cial, national and world economies get transmitted to the local
and regional economies. Outside factors judged to have a sub-
stantial impact get presented as forecast assumptions. Most
national and international forecast estimates in the assump-
tions section reflect the average expectations of private sector
forecasters. That's unlike all the CER or City forecast estimates
that are the output of City of Calgary forecast models validated
by private sector forecasts.

The economic cycle for commodity-based regions helps to in-
form projections of economic activity in the CER. The level of
crude oil sales affects the cash flow of Alberta’s energy industry
and investment in the local economy. A summary of the path
from crude oil sales to increased domestic demand is available
in the chart below. The Spring 2023 Economic Outlook uses
assumptions about changes in the path for the 2023 to 2028
period as follows:

®  An economic slowdown in the U.S., China, and the world
with recessions in some regions;

® Significant energy industry cashflows after robust exports
last year attracted many migrants; and
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= Asignificant drop in investment levels as businesses exer-
cise caution in the face of economic uncertainty.

Payoff

The Spring 2023 Economic Outlook provides comprehensive
estimates of the future conditions for Calgary’s local and re-
gional economies. Like the work of alternative forecast provid-
ers, it uses theoretical and empirical economic underpinnings.
However, unlike the work of alternative forecasters, it provides
the complete set of indicators requested by local decision-mak-
ers for the city and CER.

Finally, it tackles key recurring questions posed by City of Cal-
gary decision-makers:

®m  What is the overall forecast for the growth rate in the local
economy?

®  What are the drivers of local economic performance?
= How many jobs is the local economy expected to create?

®m  What is the forecast for population growth in the city and
region?

= What is the expected inflation rate?

= What are the implications, especially for municipal finance?



Executive Summary

1. Lower but positive local and regional eco-
nomic growth in 2023, not a recession, driven
in large part by strong energy sector cash-
flows

Alberta’s crude oil exports doubled over the last 11 years to 3.489
million barrels a day in 2022 from 1.747 million barrels a day in 2011.
That's a blistering average annual 6.5 per cent growth rate. Pipeline
exports represented 86 to 91 per cent of annual exports over that
period. Robust Alberta crude oil production has supported strong
export growth. Specifically, Canadian crude oil production’s average
annual growth rate was 4.5 per cent over those 11 years compared
with 5.5 per cent for Alberta. Alberta’s 2022 crude oil production
represented 83 per cent of Canadian production, up modestly from
2021 (82 per cent) and significantly from 2011 (74 per cent).

From 2023 through 2028, crude oil export growth should continue.
However, the export growth rate should decelerate. That's under
both the ‘current policies’ scenario (2.0 per cent) and ‘evolving pol-
icies’scenario (1.5 per cent) developed by the Canada Energy Regu-
lator in 2021'. Recently, the Minister of Natural Resources requested
an additional scenario consistent with Canada achieving net-zero
emissions by 20502. The ‘current policies’ scenario assumes business
as usual. The‘evolving policies’scenario assumes less global demand
for fossil fuels and increased use of low-carbon technologies.

In 2022, the average price of Canadian crude oil exports exceeded
U.S.$80 per barrel for the first time since 2013. The Fall 2022 Eco-
nomic Outlook correctly forecasted record export value in 2022,
which ended up at $150.4 billion. That’s a 49 per cent increase from
$100.8 billion in 2021. High prices and export volumes were a boon
for industry cash flows. For the forecast horizon, the average annual

1 Further information on the two core scenarios in Canada’s Energy
Future 2021 report, the ‘evolving policies’ scenario and the ‘current
policies’ scenario, and the assumptions that underpin those
scenarios can be found here.

2 Further information on the additional scenario requested by the
Minister of Natural Resources can be found here.
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price for Western Canadian Select (WCS) and West Texas Intermedi-
ate (WTI) should lie between the highs of 2011-2014 and the lows of
2015-17. With more substantial export volumes but lower prices, Ca-
nadian crude oil exports should yield over $100 billion in 2023. Over-
all, Alberta had a $374 billion economy in 2021 - making multi-bil-
lion dollar cash flows from crude oil export growth supportive. Trans
Mountain pipeline expansion becoming operational in 2023 should
improve export market access for the forecast period and lower the
price discount between WCS and WTI.

Alberta’s natural gas production declined at an annual average rate
of 1.9 per cent from 2001 (14.45 billion cubic feet a day) to 2021
(9.82 billion cubic feet a day). Simultaneously, natural gas demand
increased at an average annual rate of 3.4 per cent. Most of the de-
mand growth was for oil sands production, with an average yearly
growth rate of 9.2 per cent and rapidly approaching one out of ev-
ery three units of provincial use. Electricity generation is the next
significant source representing about one out of every four units of
Alberta natural gas demand. Apart from demand growth, the oth-
er reason for declining export volumes (annual average of -5.9 per
cent between 2001 and 2021) is increasing production in the U.S.,
Canada’s only export market by pipelines. Additional export markets
for liquified natural gas (LNG) and the growing perception of natural
gas as a clean burning fossil fuel should halt export decline. It offers
upside opportunities beyond those in the forecast estimates.

In 2023, additional pipeline capacity should materialize when the
North Corridor expansion to the primary Nova Gas Transmission
Limited (NGTL) system comes in-service. With demand growth ex-
ceeding supply growth, there is upward pressure on prices. The
benchmark Alberta natural gas price at the Alberta Energy Compa-
ny (AECO) hub should average $3.4/GJ in 2023 before gradually in-
creasing to $4.3/GJ by 2028 as supply expands. The price differential
between AECO-C and Henry Hub (the North American benchmark)
should ease as pipeline capacity improves.

The exchange rate should average U.5.$0.76 per CADS between
2023 and 2026. Exchange rate stability relative to the 2019 to 2022

GDP Growth Comparison

In 2023, the real GDP growth rate for
the regional economy would be behind the
global economy but strong enough to stay
ahead of the provincial, Canadian, and U.S.
economies.
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The Western Canadian Select oil price and
the AECO-C natural gas price would decline
slightly from decade-long highs but remain
strong enough to attract capital investment.

continue into 2023 because U.S. Fed interest
rate increases would increase the demand
for the U.S.$ in 2023 before the loonie gains
strength later in the forecast horizon.
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https://www.cer-rec.gc.ca/en/data-analysis/canada-energy-future/2021/scenarios-and-assumptions.html#:~:text=The%20primary%20scenario%20in%20EF2021,both%20Canada%20and%20the%20world
https://www.cer-rec.gc.ca/en/about/news-room/whats-new/2022/letter-from-the-chairperson-canadas-energy-future-report-letter-to-minister-20-december-2021.html

average should support trade, as trading partners benefit from in-
creased price certainty. For the oil and gas industry, growth in crude
oil exports to U.S. markets alongside a stable dollar would translate
into steady cashflows for businesses in and around the oil and gas
industry and support a strong economy.

2. Housing, non-residential and business fixed
investment levels should decline in 2023 af-
ter the 2022 surge as businesses exercise cau-
tion in the face of uncertainty

Aggregate CER investment levels should decline in nominal and real
terms after the surge in 2022 as businesses exercise caution in the
face of economic slowdowns in Canada and the U.S. In comparison,
Alberta investment levels should increase in nominal terms because
of an uptick in oil and gas investment but decline in real terms.

A key driver is higher financing costs for new investment projects
- now at their highest since 2008. It is due to significant Bank of Can-
ada interest rate hikes. The hikes took the prime lending rate from
a 2021 average of 2.5 per cent to a 2022 average of 4.2 per cent. It
should increase into early 2023, averaging 6.1 per cent before de-
creasing in late 2023 and through 2024 (average prime lending rate
of 5.4 per cent in 2024) as the Bank of Canada shifts to monetary
easing after successfully cooling inflation.

Historically, declining investments were an early warning signal for
a potential swing in economic fortunes. Specifically, a forward-look-
ing annual survey of investment intentions by the Canadian govern-
ment indicated significant declines for Alberta, especially for the oil
and gas industry, from 2014 to 2015 and again from 2019 to 2020
and foreshadowed the last two CER recessions. However, it is an im-
perfect predictor because there have been periods of investment
decline that did not lead to recessions. In those cases, the key fea-
ture was the need to resolve capital investment and labour supply
imbalances, which is consistent with the current situation.

Investment should decline in 2023 at a negative double-digit pace
(contrary to the Fall 2022 Economic Outlook expectations - a nota-
ble update) but recover in 2024 as the business community should
receive a confidence boost from the CER’s ability to skirt negative

Calgary Building Permits

Calgary (CMA) Housing Starts

Executive Summary

economic growth in 2023. A recovery with positive growth should
follow between 2024 and 2028, albeit at a decelerating pace. The
two industries expected to experience the most significant invest-
ment decline in 2023 are transportation and education, driven by
higher prices for transportation equipment and a slowdown in
post-secondary education investments. Manufacturing is one of the
two industries that would be the most resilient with real investment
growth, which will recover after a three-year slump that halved in-
vestment levels. The other industry is the professional, scientific, and
technical services industry which should experience a focus on ex-
panded capacity as well as the ‘tech’ sector.

Housing investment should decline in 2023 primarily because of
higher interest rates. Total housing starts reached a record high of
14,800 units in 2022. Builders responded positively to solid demand
growth in 2022. For 2023 and beyond, the challenge of homebuyer
affordability will encourage multi-family units. It should limit the re-
duction in the total number of housing starts in the city of Calgary to
13,100in 2023. Between 2024 and 2028, the annual average number
of dwellings started should decline to 10,300 units after exceptional
levels for 2021 to 2023, barring any policy incentives encouraging
higher levels.

House price appreciation should slow in 2023, given the housing
market’s weakness. Between 2024 and 2028, average house price
appreciation should average 2.6 per cent, while the benchmark
house price appreciation averages 2.3 per cent as both converge be-
cause of an expected rebalancing of housing-type sales and pricing.

In 2022, the value of building investment intentions in Calgary over
the coming year or two was robust at $5.7 billion. It has sustained
economic growth into Q1 2023. Two of every three investment dol-
lars in new buildings get directed at residential properties. For 2023,
like other investment categories, total building construction invest-
ment intentions should slow due to higher borrowing rates which
dissuade investment activity. However, the construction inflation is
expected to keep investment needed for targeted additional units
steady at $5.7 billion. Building construction investment intentions
should gradually increase between 2024 and 2028, averaging $6.0
billion annually, as solid population growth and slightly lower bor-
rowing costs emerge over the forecast horizon.
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Executive Summary

3. Strong population and labour force growth
would help address high job vacancies with
economy-wide earnings boosting consump-
tion and offsetting investment decline

The City of Calgary’s estimate for the local population as of April 1,
2023, is 1,389,200. The annual rate of population increase was about
40,600 people or 3.0 per cent, which is an acceleration from 2.0 per
cent in 2022. The implication is that population growth has creat-
ed the platform for a 3.0 per cent growth in personal consumption
spending before accounting for inflation. Personal consumption
spending is the main contributor to local GDP growth representing
about three out of every five dollars of economic activity in Calgary.

The ‘real’ growth in personal consumption spending should lag be-
hind population growth because of high inflation. Although Cal-
gary’s population increased at a record pace between April 2022
and April 2023, the annual inflation rate was at a 40-year high. High
inflation dissuades expenditures on large ticket items and should re-
duce inflation-adjusted consumer spending.

Calgary’s population should increase by 108,400 people between
2023 and 2028. The number of elementary and pre-elementary
school-aged children (zero to nine years) should achieve a forecast
horizon peak of 162,600 in 2024 before declining to 161,700 by 2028.
Itis due to declining birth rates in Calgary. In contrast, the number of
high school youth and graduates eligible for post-secondary educa-
tion (aged 15 to 19) should increase from 78,300 in 2023 to 87,800 in
2028. That's an annual average 2.3 per cent growth rate. It suggests
benefits from a focus on Calgary youths.

By 2028, the number of seniors aged 65 to 79 should increase by
39,800 from 141,600 in 2023. That’s a rapid annual average growth
rate of 5.1 per cent attributable to the baby boomers. It means that
Calgary will continue to experience population aging. By 2028, the
average age in Calgary should rise to 39.9 years, compared to 38.6
years in 2023. Similarly, the proportion of seniors (65 years and old-
er) in the total population should increase to 15.5 per cent by 2028,
compared to 13.1 per cent in 2023. It will increase the share of the
retiring population and put downward pressure on the effective size
of the labour force.

Five-Year Population Growth
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000 0 O
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Calgary’s population should increase by
108,400 between 2023 and 2028, down
from 121,900 between 2018 and 2023. The
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The Fall 2022 Economic Outlook forecasted that the CER labour force
should hit one million people sometime in 2023. That expectation
is sustained. The size of the CER workforce should rise to a full-year
average of 1,027,800 people in 2023. Significant net migration, espe-
cially of people aged 35 to 49 years, has been crucial for labour force
growth. However, for the first time, the cohort aged 65 to 69 would
experience more additions than any other cohort over the five years
from 2023 to 2028. As a result, the labour force participation rate
would decline from 71 per cent in 2023 to 70 per cent by 2028.

Job creation should slow to 3.1 per cent in 2023 after a blistering
7.3 per cent pace in 2022. That represents an addition of 28,600
net new jobs in the CER in 2023. The slowdown in job creation is
the result of a shift from getting workers to getting the right match
between job seekers and employers. More workers alongside real
wage growth should increase economy-wide earnings and boost
consumer spending in 2023. In line with investment growth, the two
industries that should experience the fastest pace of job growth are
the manufacturing and the professional, scientific, and technical ser-
vices industries. The growth in manufacturing industry jobs is from a
small base (3.9 per cent of CER workers in 2022), which would make
it less prominent in upcoming labour force survey releases. Between
2024 and 2028, the average annual rate of job growth should decel-
erate to 2.2 per cent.

The average annual unemployment rate should stay above 6.0 per
cent until 2026. That'’s because job growth over the next few years
would only slightly exceed labour force growth. As a result, the CER
unemployment rate should exceed the Canadian average without
new policy developments that encourage faster job growth.

4. Divergence across four inflation categories
in 2023 - declining average house prices, de-
celerating consumer price inflation, positive
wage inflation, and significant construction
inflation

There are five generally accepted significant drivers of global infla-
tion from 2020 to 2022:

Five-Year Job Growth

; L Strong pace of 2023-2028
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1. ashiftin demand toward goods and away from services as few-
er people held their jobs with COVID-19 pandemic restrictions,
and many of those that did work needed fewer services and
more durable goods including home office equipment

2. aggregate stimulus through about U.5.$16.9 trillion in fiscal
measures globally as households ran down savings and stimu-
lus transfers, leading to a surge in aggregate demand post-pan-
demic

3. supply chain bottlenecks due to lockdowns and mobility re-
strictions led to severe disruptions in various supply chains and
short-term supply shortages

4. ashock to labour supply with layoffs and the adverse result of
labour force participation staying below pre-pandemic levels in
many jurisdictions long after restrictions got lifted

5. supply shocks to energy and food because of the Russian inva-
sion of Ukraine — Russia and Ukraine export major commodities
(e.g., 30 per cent of global wheat exports).

The top two are demand-pull factors, while the others are cost-push
factors. With the goal of achieving a soft landing, the Bank of Cana-
da has used interest rate hikes and quantitative tightening to cool
demand-pull inflation. However, it has been insufficient to address
cost-push inflation. Nevertheless, evidence shows that the cost-
push factors driving inflation have eased. The Global Supply Chain
Pressure Index, or GSCPI, declined from a record peak of +4.32 (sup-
ply chain challenges four times worse than average) in December
2021 to -1.06 (better than average) by March 2023.

For Calgary consumers, slower increases in the cost of living in 2023
are a relief from the sharp increase in 2022. Specifically, after a 7.2
per cent increase in 2022, the average annual growth in consumer
price inflation should decelerate to 3.8 per cent in 2023. The sources
of 2023 consumer price inflation in order of the magnitude of their
expected contribution to inflation are:

®  Positive food inflation (16 per cent of the consumer basket):
production increases by other countries will not fully offset
disruptions due to the Russia/Ukraine conflict (both are
important suppliers of agricultural commodities).

Calgary Consumer Inflation

The rate of increase in the cost of living Y
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®  Positive shelter inflation (26 per cent of the consumer basket):
higher mortgage costs will drive up homeownership costs.
Prices in the rental market would also strengthen, given the
inadequate supply.

®  Negative transportation inflation (18 per cent of the consumer
basket): gasoline and diesel prices should decline because of
lower global oil prices resulting from supply outpacing demand.

®  Arelatively stable Canadian dollar relative to the U.S. dollar
should help avoid higher prices for imported consumer goods
and services because of the exchange rate.

Strong consumer price inflation (7.2 per cent) and house price in-
flation (4.9 per cent) in 2022 should decelerate. In 2023, consumer
price inflation should average 3.8 per cent as transportation inflation
reverses course. Also, house prices should decline (-3.0 per cent).

For businesses, there would be significant upward pressure on la-
bour costs as Alberta wage inflation stays high at 3.5 per cent in
2023. Wage growth would decelerate in 2024, to 2.4 per cent, as
labour supply keeps up with demand. The municipal government
is not immune to a competitive labour market, which would lead
to additional operating cost pressures putting upward pressure on
taxes.

One useful measure of the cost of private sector capital investment
and government investment is non-residential building construc-
tion inflation. The sustained increase in prices for non-residential
building construction is anticipated to increase to 10.4 per cent in
2023, reflecting the increase in wages, rising energy and financing
costs, and sustained high prices for some underlying construction
commodities like steel, iron, and wood above pre-COVID-19 levels.
Increased costs, particularly for inputs like steel, have driven up
non-residential construction costs in Calgary. Steel-finished building
materials like rebar, framing and commercial plumbing pipes face
significant impacts. Rising energy costs and interest rates have also
factored into increasing building costs. Due to fixed price contracts
with multi-year terms, not all of the cost increases of recent years
show up in current data, and those increases will continue to make
their way into contracts in 2023.

Non-residential Price Inflation

a The cost of non- /é\
residential building
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years because of wage 2025
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Forecast Implications

Averages: Previous vis-a-vis Current City of Calgary Service Plans and Budget Cycle

Estimate Forecast

Previous Current
. Service Plans Service Plans
Economic .
: and Budget and Budget Forecast Implications
Indicator Cyde Cyde
[2019t0 2022]  [2023 to 2026]
Annual Annual
Average Average
Assumptions
World
Though the average growth of the world economy is expected to be higher for the current service plans
Real Gross Domestic 23 31 and budget cycle than the previous one, global growth is projected to fall from 3.4 per cent in 2022 to
Product Growth (%) ’ ’ 2.9 per cent in 2023. The war in Ukraine and increasing financing costs continue to weigh on economic
activity. It will impact consumer confidence and spending in Calgary.
The United States
Real Gross Domestic 19 14 Slowing momentum in the U.S. economy will weigh on demand for Canadian exports in this cycle.
Product Growth (%) ’ ’ Canada’s energy exports, however, are expected to outperform non-energy exports.
Canada

Canada’s economic growth is expected to be limited in 2023, before gradually picking up in 2024.
1.4 13 The average rate of economic growth in Canada will be slightly lower in the current service plans and
budget cycle than the previous one, sustaining interprovincial trade.

Real Gross Domestic
Product Growth (%)

Interest rates will stay elevated in the current cycle due to the Bank of Canada’s efforts to control
33 53 inflation. This will curb investment incentives and household spending and increase The City's
borrowing costs.

Prime Business Loan
Rate (%)

Exchange Rate The exchange rate between U.S. and Canadian dollars is expected to remain stable in the current cycle.

(U.S.$ for 1CS) 0.77 0.76 This should support trade as trading partners benefit from increased price certainty.
Alberta
Real Gross Domestic 04 59 Alberta’s economy expects higher growth rates in the 2023-2026 cycle than in the previous one. The
Product Growth (%) ’ ’ City benefits from the Province’s much improved fiscal situation and strong economic activity.
Total Employment 12 21 Strong employment growth in Alberta indicates a tight labour market in the province. Employers in
Growth (%) ’ ’ Calgary will have a more challenging time finding workers and competing against the rest of Alberta.
Unemployment Rate A lower unemployment rate in the 2023-2026 cycle leads to reduced demand for social assistance
8.1 5.8 )
(%) programs from The City as the number of unemployed persons reduces.
Housing Starts 29.9 329 Strong residential investment will contribute to the economic growth within the province, as relative
('000 units) ’ ’ affordability and international migration keep demand robust in this cycle.
Inflation Rate - CPI With the monetary policies tightening by the Bank of Canada, inflation is expected to moderate in the
3.1 24 . . .
(%) current cycle. This should reduce pressure on City expenditures.
West Texas Oil prices will remain elevated in this cycle compared to the previous one. Volatility is expected, which
Intermediate - WTI 64.8 77.0 prompts The City to explore countercyclical fiscal policy options to help moderate the impact of
(U.S.$/bbl) economic fluctuations.
Western Canadian . . .
Expanded access to markets and improved refinery capacity for Alberta heavy crude would sustain a
Select - WCS 50.1 59.5 S . .
(US.$/bbl) lower price difference between WCS and WTI for this service plans and budget cycle.
Alberta Natural Gas Higher natural gas prices in this cycle will increase operational costs for businesses and cost of living for
Price - AECO/NIT 3.1 3.8 households. Although this will yield higher franchise fees for The City, operating expenditures for some
($/GJ) City services will increase.
. Price growth for finished products should subside from the surge in 2021 and 2022, resulting in a lower
Industrial Product . . . ; .
- 6.6 0.6 average in the 2023-2026 cycle than the previous one. This should reduce some inflationary pressures
Price Index (%) )
for The City.
Raw Materials Price Raw material prices are expected to decline in this cycle from the price spike experienced in the
11.3 -1.9 . R X
Index (%) previous two years, which should moderate cost pressures for businesses.

Alberta Average
Annual Wage Rate 1.6 2.7
Growth (%)

Higher wage growth in the current cycle will raise incomes and improve affordability. However, it will
also increase the cost of labour, contributing to an inflationary spiral within the province and The City.
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Executive Summary

Averages: Previous vis-a-vis Current City of Calgary Service Plans and Budget Cycle

Estimate Forecast

Previous Current
. Service Plans Service Plans
Eco.nomlc and Budget and Budget Forecast Implications
Indicator Cycle Cycle
[2019t0 2022]  [2023 to 2026]
Annual Annual
Average Average

Forecast

Calgary Economic Region

Real Gross Domestic Solid growth is expected for the Calgary Economic Region in this service plans and budget cycle,
Product Growth (%) ’ supporting recovery in the non-residential tax base.

Total Employment Job growth will expand the consumer base and increase demand for housing and services in the

882.7 996.7

('000 people) region.

Total Employment The job growth rate will remain strong in this cycle, continuing to create solid demand for City
2.1 25 - -

Growth (%) services and infrastructure.

A falling unemployment rate in this cycle will increase the competition for skilled workers and reduce
8.4 6.2 demand for social services that support the unemployed. A tighter labour market also indicates
increasing pressures on labour costs for The City.

Unemployment Rate
(%)

Calgary Census Metropolitan Area (CMA)

Housing investments in the Calgary area are expected to be slightly lower in the coming budget
134 134 cycle as growth in Calgary's neighbouring municipalities remains strong. The City faces competition
from surrounding areas in attracting housing demand and investments.

Housing Starts
('000 units)

Increases in consumer prices are expected to decelerate in this cycle after the spike in 2021 and 2022.
3.2 2.5 This will help Calgarians mitigate the pressures from rising cost of living. More stability in the cost of
goods and services helps limit the risks of cost overruns and budget adjustments.

Inflation Rate - CPI
(%)

Non-Residential
Building Price 39 4.9
Inflation (%)

Non-residential construction costs are expected to continue to rise in this cycle, weighing on non-
residential building activities, including The City’s infrastructure investment.

City of Calgary
Demography
Total Population A larger total population indicates higher demand for municipal services and infrastructure. It also
\ 1,315.7 1,422.9 . . K

('000 people) means that the residential property tax base would increase.

. Calgary’s population growth is expected to be higher in this cycle than the previous one, driven by
Total Population s ) ) P, -
Growth (%) 1.6 1.9 robust net migration in the forecast period. This could generate additional pressure on certain City

services.

Net Migration 1.9 192 Calgary has seen strong migration and expects the trend to continue in 2023. This should support
('000 people) ’ ’ consumption and demand for housing and mitigate the labour market tightness in Calgary.
Household Formation 75 104 The higher household formation in the current cycle supports higher demand for residential spaces,
('000 units) ’ ’ indicating a larger residential tax base and increased demand for City infrastructure and services.

Real Estate

Residential Market

Slightly lower but stable residential construction activity in the current cycle will support increases

Housing Starts 11.5 1.1 in the residential tax base, development and building permit activity, and demand for the continued

(000 units) expansion of City infrastructure.

Calgary Average Home affordability in Calgary will remain challenging for new housing market entrants as housing
Residential MLS Sale 2.1 1.4 prices continue to grow in the current cycle, though at a lower rate. This should increase the supply of
Price (%) new housing units and reduce the pressure on property tax growth for existing homeowners.
Benchmark Home 51 17 Benchmark home price growth should also moderate in this cycle. Housing prices are expected to
Price Growth (%) ' ' stabilize as the sales of housing units rebalance to standard features in 2023.

Stable growth in residential and non-residential construction, increases in the price of real estate,
4.9 5.8 and higher building permit values in the current cycle will lead to a broader property tax base, higher
revenues and demand for services.

Total Building Permits
(Sbillions)

Numbers may not add up due to rounding.
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Executive Summary

Forecast Risks

Risks arising from activities in the Rest of the World:

Major factors that could alter actual economic performance include weaker
global economy due to the Russia/Ukraine conflict and higher global prices,
global financial market volatility, and global commodity demand and prices.

Risks from policy differences across Canada or policies
targeting average conditions in Canada:

Significant factors that could alter actual economic performance include —
the downside pressure on household wealth, upward wage pressures, and
environmental policy divergence that creates business investment uncertainty.

The forecast risks remain tilted to the
downside on the global GDP growth, but
adverse risks have moderated since
the Fall 2022 Economic Outlook. On the
upside, China’s economy should improve in
2023 with the lift of its zero-COVID policy.
European economic growth has been more
resilient than expected. Three factors that
increase downside risk. First, uncertainties
remain with the war in Ukraine. Second,
higher global financing costs could worsen
Global GDP Outlook the debt burdens. Third, persistent inflation
could hamper global economic progress
beyond currently anticipated levels.

The war in Ukraine continues to disrupt
global commodity supply, especially
agricultural and energy commodities.

The global supply chain should improve
while demand for most commodities
should moderate due to the slowdown

of global economic growth. China’s
economic recovery from lifting its COVID-19
restrictions should support the demand for
crude oil and agricultural products in the
global market in 2023 beyond currently
anticipated levels, which poses an upside
risk to commodity prices for Calgary
and Canada.

Global Commaodity Prices
and Outlook

With elevated global inflation, many
central banks continue to tighten their
monetary policies to cool inflation

down. The full impact is unlikely to be
realized quickly, which creates the risk

of monetary policy divergence as
some countries implement further
policy rate increases when others are

CE— more patient. Global financial markets
C— remain highly sensitive to inflation news.
Investment growth should remain subdued
. . with high debt levels after significant
P°||cy Dlvergence pandemic-related government spending,
and Financial Market lower economic growth, and higher
Vo|ati|ity borrowing costs. These factors point to

global financial market volatility.

10

Higher interest rates and lower real income
continue to put downward pressure
on Canadian households’ wealth and
spending patterns. The increase in
borrowing costs worsens household debt
burden, with higher mortgage interest
payments and costs of financing big-ticket
items. Real income growth for Canadians
has been paltry in recent years. Significant
inflation will take all of 2023 to moderate.
Given the toll of multi-year high inflation, it

Household Wealth and could risk subdglng consumer spending on
Consumetr spending goods and services beyond normal levels.

The labour supply challenge continues for
(anadian businesses, especially for labour
with desired skills and experience. This
situation should put upward pressure

[ )
on wages throughout Canada beyond
1y ll currently anticipated levels. It would
a L 4 benefit workers after years of real wage
; declines. Three factors have contributed to
’A the labour shortage — an aging workforce,
— mismatched skillsets, and the interruption

of immigration during the pandemic.
Immigration levels have rebounded

Wages and Labour significantly since the borders reopened,

Market Balance which should partly mitigate the labour
market imbalance.

The risk continues from heightened
tensions between federal and provincial
governments on environmental policy
and the pace of policy implementation.
. The proposed Clean Electricity Requlation

is a good example. Environmental policy
divergence between municipal, provincial,
and federal governments will create
uncertainty and restrain business

A investment. Uncoordinated incentives
will drag down the efficiency of the

Envi I Poli green transition and make the future of
nvironmental Po Icy environmental policy across governments

Coherence vis-a-vis ambiguous, unlike the rally behind the
Divergence Inflation Reduction Act south of the border.
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Risks from potential changes in Alberta provincial

government policies:

Significant factors that could alter actual economic performance include
three uncertainties — oil and natural gas prices and exports, migration levels
and the impact on the labour market, and the pace of inflation deceleration.

Executive Summary

Risks from local and regional private and public-

sector influences:

The potential for a lower level of private (non-residential) investment,
a significant workforce and consumer market boost from immigration,
and uncertainty associated with wage pressures.

.@.

0il and Natural Gas
Prices and Exports

The Level of Net
Migration

S
hdd

The Speed of Inflation
Deceleration to Normal
Levels

A slower global economic outlook and
ongoing geopolitical tensions have created
uncertainty and price volatility for the
energy market. Completing the Trans
Mountain Expansion (TMX) in 2023 should
boost Alberta’s crude oil transportation
capacity. For the forecast horizon, it could
reduce the differential between West Texas
Intermediate (WTI) and Western Canadian
Select (WCS). A lower discount would
support even higher oil and gas industry
cashflows generating positive forecast
risk.

Alberta is expected to experience strong
net migration in 2023. The trend should
continue for the forecast horizon, driven

by a surge in international migration. All
categories of migrants are higher, including
newcomers from Ukraine, temporary
foreign workers and international students.
Robust interprovincial net migration

also supports population growth. Higher
net migration levels beyond those
incorporated in the forecast should further
boost Alberta’s population growth,
support consumption and residential
investment in the provincial and CER
economies and help mitigate the
labour market tightness.

Inflation should subside gradually in 2023
due to the slowdown in energy prices,
easing supply chain disruptions, and
aggressive interest rate hikes by the Bank
of Canada over the past year. Inflation in
goods should moderate faster than service
inflation, as inflation in services is affected
by the pass-through impact of labour
costs. Ordinarily, inflation should return to
its pre-pandemic levels by 2024. However,
there is uncertainty in the pace of
inflation deceleration which could
mean higher inflation for longer than
anticipated.

Calgary and Region Economic Outlook 2023-2028 | Spring 2023
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Business Environment
and Investment Levels

'I'mﬁ

Workforce and Consumer
Market Size Arising from
Immigration

¥4

Real Disposable Income

(= —
o

Although Calgary should continue its
robust economic growth, the business
environment faces multiple challenges.
Construction costs increased significantly
over the past year. Higher interest rates
and competition for credit will increase
financing costs for businesses. There
are downside risks if the level

of business investment caution
persists. It would mean that many
(algary businesses are overly cautious in
expanding their investment due to high
construction and borrowing costs.

The forecasted growth in population is
108,400 people from 2023 to 2028. The
population aged 35 to 49 should increase
by 33,900. That's three out of every ten
new Calgarians in that age group. Most of
the lift would come from interprovincial
and international immigration. These
individuals would expand the workforce
and generate income to boost consumer
spending and overall economic activity.
If economic conditions elsewhere in
(Canada remain lower than in Calgary for
longer, there is an upside risk to the
level of net migration to Calgary. It
would strengthen economic growth.

The average annual rate of wage growth
during the 2019 to 2022 service plans
and budget cycle was 1.6 per cent.
Higher wage growth would arise in

the 2023 to 2026 cycle. Wage growth
increases economic uncertainty. On the
one hand, households'incomes would
increase. On the other hand, the labour
costs for businesses and governments
would also increase. Wage pressure

will soon weigh on labour contracts.
Avoiding an inflation wage spiral

in the local economy will sustain
positive economic growth for longer
as real disposable income increases.
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Forecast
The Local City of Calgary Economy

The Sources of Economic Growth in Calgary

Despite several challenges facing Calgary’s economy, Calgary
should experience positive economic growth in 2023. By the end of
2022, municipal, provincial and federal authorities had removed all
restrictions related to the COVID-19 pandemic, oil prices remained
strong, and migration to Calgary had picked up speed. However, Cal-
garians also faced high inflation, which impacted the cost of living
and affordability. In addition, significant interest rate increases by
the Bank of Canada to combat inflation also increased the cost of
doing business.

While the rate of economic growth in Calgary should slow in 2023,
it should remain resilient as the positive factors contributing to
growth outweigh the negative. Consumption of goods and services
by households will receive a boost from solid population growth and
be a primary driver of Calgary’s economy. In addition, international
trade will add to economic growth as robust energy prices support
Calgary’s major exporting industries. Government investment and
purchases should also grow moderately in 2023.

The factor primarily responsible for slower economic growth in 2023
is a reduction in the level of investment. Given higher interest rates,
residential and non-residential business investment should decline
in 2023. However, investment should return to a positive growth
path in 2024 and the remainder of the forecast period.

The Contribution of Private and Public
Investments and Impact on Construction
Inflation

Investment - Investment Intentions and Prospects

Two multi-billion major capital projects in Calgary should commence
in 2023. Significant investments will go into phase one of the Green

Top Infrastructure Investments

Line Light Rail Transit (LRT), with a total projected value of $5.5 bil-
lion. In addition, the Future Energy Park Renewable Natural Gas and
Ethanol Project, estimated at $1.2 billion, is also scheduled to com-
mence in 2023. The Future Energy Park Renewable Natural Gas and
Ethanol Project is one of North America’s largest carbon-negative
renewable natural gas and ethanol projects. The project is estimat-
ed to support 800 jobs during construction and 50 operational po-
sitions. 16 additional projects are investing or will invest be-tween
$100 million and $1.2 billion in Calgary. The analysis excludes the
April 25 Calgary Event Centre announcement because of a mid-April
data cutoff.

The recently released provincial budget highlights a focus on in-
vestments in health care, public transit, and economic development
capacity-building initiatives. For example, the Alberta Budget 2023
Capital Plan allocated $5 million in new grant funding to allow The
City of Calgary to proceed with engineering work for extending the
LRT Blue Line north to enable connections with the Calgary Interna-
tional Airport. In addition, the Calgary Cancer Centre should open in
2024. This $1.4 billion centre will have 160 inpatient beds and pro-
vide a wide range of services for cancer patients. The budget also
makes a financial commitment to planning the North Calgary/Aird-
rie Regional Health Centre.

In 2023, overall investment in the CER should decrease significantly
from 2022. Nevertheless, two industries should experience invest-
ment growth — the professional, scientific, and technical services
industry and manufacturing. Firms in the oil and gas industry with
head offices in Calgary should benefit from the completion of the
Trans Mountain Expansion later in 2023. The resulting increase in
pipeline capacity this year and into the future should help reduce
the discount on heavy oils and transportation costs for heavy oil, in-
creasing revenue.

Top Private Investments

Underway Underway Value of Major Investments
Green Line LR, Stage Major infrastructure investments and invest-
$5 500M ( $1,200M ﬁliél @ o C ment intentions ($18.9 billion) in the Calgary
entre i Redion <li
& Taza Mixed Use WOl EconomicRegionslightly -, 69199,
p exceed non-infrastructure
West Calgary Ring Road Development $500M : e
: $4,500M investments ($14.8 billion). $5.6 vilon
Springbank  $744M Arris and the Shops
Off-Stream A Eﬁﬁ ENMAX at East Village $11.8 billon * Total
Dry b $95M Substation No. 1 $150M @
reservor W Pt e e Zi $9.2 i $16.3 i
=L Saddlebrook .\' ¢\Tca623n Wa{ehouse.
W w ﬂi @; TERIVB Solarand Storage 71" i & D sy
West Bow River Bridge ~ Highway 2 Airdrie Half Project $131M Conli{]r(ljlgion Proposed
$89M Interchange (40th Avenue) $146M
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Non-Residential Construction Price Inflation - Impact on
City Costs

Increased costs, particularly for inputs like steel, have driven up
non-residential construction costs in Calgary. Steel-finished building
materials like rebar, framing and commercial plumbing pipes face
significant impacts. Rising energy costs and interest rates have also
factored into increasing building costs. Due to fixed price contracts
with multi-year terms, not all the cost increases of recent years show
up in current data, and those increases will continue to make their
way into contracts in 2023.

Softer wholesale prices for steel construction materials should make
their way to market later this year, but wage pressures will likely off-
set that relief as record non-residential construction activities in Brit-
ish Columbia and Ontario compete with Alberta for workers in 2023
and for some time beyond. Beyond 2023, construction costs should
increase at a pace slightly higher than pre-pandemic as a result of
sustained higher interest rates.

Residential Activity - Building Investment and
Expansion of the Residential Tax Base

The residential real estate market had been on a tear in the first half
of 2022 before pulling back in the later half of the year. Despite his-
torical employment and population gains, the culprit was the Bank
of Canada’s higher overnight policy rate to combat high inflation.
Total housing starts reached a historic high of 14,800 in 2022. The
average annual number of housing starts between 1990 and 2022
was 9,300. Over the last ten years, the historical average was 10,600
housing starts. So, despite the higher interest rate environment,
builders responded positively to more substantial net migration and
employment growth in 2022.

For 2023 and beyond, the challenge of homebuyer affordability
will sustain the shift in the distribution of housing starts toward
multi-family units. The share of multi-family housing starts was at a
record high of 64.0 per cent in 2022. A higher share of multi-family
dwelling units should persist for the forecast period between 2023
and 2028. The primary driver is that homebuyers have signalled an
appetite for more affordable housing products, favouring multi-fam-
ily units over single-family units, whether rented or purchased. As a

Benchmark House Price

The benchmark house price should

be effectively flat as single-family
detached, single semi-detached, row house
and apartments with a 2025
given set of features *551
remain largely ' st

2020

497

Occupied Residential Dwellings

2023

Forecast | The Local City of Calgary Economy

result, the total housing starts should decrease to 13,100 in 2023 and
return to an annual average of 10,300 housing starts between 2024
and 2028.

Residential building construction permits reflect building construc-
tion investment intentions. In 2022, the total value of residential
building construction investment intentions was $4.0 billion, just
shy of the $4.1 billion all-time high recorded in 2014. Strong net
migration and employment growth aided growth in residential
construction investment in 2022. Even after adjusting for inflation,
residential building construction investment intentions in 2022 ex-
ceeded annual values between 2015 and 2021. The total building
construction investment intentions in 2022 was $5.7 billion, with $3
out of every $4 going to residential investment.

For 2023, total building construction investment intentions should
remain steady at $5.7 billion as residential investment holds steady
despite higher construction inflation and interest rates, while other
investment categories decline. Nevertheless, building construction
investment intentions should gradually increase between 2024 and
2028, averaging $6.0 billion annually, as solid population growth and
slightly lower borrowing costs emerge over the forecast horizon.

The average house price growth slowed to 4.9 per cent in 2022 from
7.6 per cent in 2021, subdued by a higher interest rate despite sol-
id population and employment growth. The shift to relatively more
affordable housing-structure purchases, which experienced slower
price appreciation, also explains some of the slower growth. For the
benchmark house price, which is less sensitive to sales volume, price
growth slowed marginally from 12.8 per cent in 2021 to 12.4 per
centin 2022.

House price appreciation should slow down further in 2023 as high-
er interest rates continue to weigh on household debt obligations
and also because of an increase in new housing supply. Given the
assumption of lower borrowing costs in 2024 and beyond relative to
2023, average house price appreciation should average 2.6 per cent
between 2024 and 2028, while the benchmark house price appreci-
ation averages 2.3 per cent. The convergence between average and
benchmark house price growth is due to an expected rebalancing of
housing-type sales and pricing.

Average Residential MLS Price

House price depreciation should occur

after two years of price appreciation as higher
borrowing costs sustains a shift to multi-family
units that are lower priced and more consistent
with market practices when affordability wanes.

2027

563

unchanged. thousand thousand
$2022 ; 2024
Significant additions to the more than half thgj;!lz = _tﬁola%d
a million occupied residential dwellings ol L= 03
2022 2023 in Calgary should increase the demand for = |
*529 *528 municgi a); services through 2028 493 f”- _i 1 501
o foand p S i —
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Forecast | The Local City of Calgary Economy

The Contribution of Private Consumption and
Upward Pressure on Municipal Services

The Implications of a Growing and Changing Population

As of April 1, 2023, Calgary’s population is estimated at 1,389,200,
representing a population growth rate of 3.0 per cent since April
2022. This estimated addition of 40,600 residents to Calgary’s popu-
lation would represent the most significant annual increase in pop-
ulation in Calgary’s history, exceeding the population increase of
38,500 witnessed in 2014. Most of the growth is attributable to net
migration of 33,100, as international migrants and newcomers from
other parts of Canada flocked to Calgary. More details are available
in the textbox that focuses on net migration.

Going forward, population growth is expected to subside from the
extraordinary surge of 2022-2023 but remain steady. Between 2024
and 2028, Calgary’s population should grow at an annual average
rate of 1.5 per cent and reach 1,497,600 in 2028. Net migration
should be the primary source of population growth, accounting
for 67 per cent of the total population increase through 2028. Con-
tinued population growth will support Calgary’s economy as new
residents consume goods and services as well as create demand for
new housing construction. However, the increasing population will
also place upward pressure on the demand for services provided by
The City.

Natural increase, accounting for the total number of births minus
deaths in the city, is declining. While excess deaths related to the
COVID-19 pandemic lowered Calgary’s natural increase substantially
between 2021 and 2023, the rate of natural increase is unlikely to
return to pre-pandemic levels. An aging population and a declining
trend in the total fertility rate are the causes of steadily increasing
deaths and decreasing births for 2024 to 2028.

By 2028, the average age in Calgary is expected to rise to 39.9 years,
compared to 38.6 years in 2023. Similarly, the proportion of seniors
(65 years and older) in the total population should increase to 15.5
per cent by 2028, compared to 13.1 per cent in 2023. In contrast, the

Net Migration and Population

In 2023, Calgary set records for annual
net migration and population growth
with increases by 33,100 and 40,600,
respectively.

1«1

11.4% 11.8% 121% 12.3%
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Aging Population

The number of Calgarians that are 65 years
and older is increasing rapidly — one in

every six Calgarians should be at least
65 years old by the end of the decade,

b a0

15.59
14.6% 150%
10, 13.6% 141% 146%

12.7% 13-

share of children and youth ages 0-19 should fall to 22.5 per cent in
2028 compared to 23.3 per cent in 2023. The shifting demograph-
ics in Calgary will affect demand for the different types of municipal
services used by various segments of the population over the next
several years.

The Path of Consumer Price Increases and the
Pressure on Municipal Spending

Consumer Price Inflation in the Calgary Census
Metropolitan Area (CMA)

The annual rate of consumer price inflation for the Calgary CMA
reached 7.2 per cent in 2022, marking the highest annual inflation
rate since 1982. A combination of demand-side and supply-side
factors contributed to the extraordinary price increases in 2022.
Demand for goods and services swelled as the economy recovered
rapidly from the COVID-19 pandemic. However, many supply chain
constraints that originated during the pandemic persisted in 2022.
The Russian invasion of Ukraine and unfavourable weather events
around the globe further increased prices for commodities and im-
ported goods.

Inflation should ease throughout 2023. In response to the high infla-
tion of 2022, the Bank of Canada increased its policy interest rate by
425 basis points between March 2022 and January 2023. The effects
of the increased interest rate on reducing demand for goods and
services, and, in turn, demand-pull inflation, should materialize in
2023. Supply chain bottlenecks that account for cost-push inflation
will resolve gradually. A retreat of global oil prices from their peak
in 2022 should also support lower inflation for transportation costs.
Thus, inflation in the Calgary CMA should fall to an annual average of
3.8 per cent in 2023 before reaching 2.1 per cent in 2024 and remain-
ing at or just above the 2 per cent inflation target for the remainder
of the forecast period.

Sources of High Inflation

-
=] @
A 239, A 184 A 1414
Transportation Food Shelter

Transportation is responsible for the most
substantial cumulative increase in the
cost of living in Alberta for 2019 to 2022.

A 13.0% imf A 8.1% 39O 4 5.94%%

All-items Recreation, education  Health and

and reading personal care
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Textbox 1

The Contribution of Net Migration to Population
Growth in Calgary

Net migration to the city is estimated to have reached 33,100 in the
year ending April 1, 2023, which would be a record for Calgary. It is a
dramatic increase compared to the estimated net migration of 6,100
for 2021 and 19,700 for 2022.

Net migration measures the population change from people relocat-
ing to and from a given place. It is the total number of people moving
in minus the total number of people moving out. There are two cat-
egories of net migration - international and domestic. International
net migration accounts for the net outcome of immigration to, em-
igration from, and changes in non-permanent residents in Calgary
relative to other countries. Domestic net migration reflects migration
between Calgary and other parts of Canada. Increases in both inter-
national and domestic migration contributed to the recent surge in
net migration.

In Calgary’s Economic Outlook, the population estimates for the city
represent the population as of April 1 of a given year, consistent with
the former City of Calgary civic census. Thus, the estimate of net mi-
gration to the city reflects movements between April 1 of the pre-
vious year and April 1 of the current year. However, unlike city es-
timates, population figures for the CER and CMA are sourced from
Statistics Canada estimates, which describe the population as of July
1. Due to this timing discrepancy, the city’s net migration figures are
not directly comparable to those for the CER and CMA.

Drivers of the Unusual Recent Migration Surge

After a slowdown during the pandemic, permanent immigration to
Calgary returned to more typical levels in late 2021. Immigration
should continue its increasing trend over the next few years in line
with new immigration targets announced by the federal government
in November 2022. However, a reason for the exceptionally high in-
ternational migration observed for 2022-23 is a temporary increase
in non-permanent residents. An_estimated 8,000 Ukrainians came
to Calgary since the Russian invasion of Ukraine in February 2022

Past Migration to Calgary

2023 33,100 DA In-migration
2022 ‘o=~o
Annual net
01 [Peio L Ontario: 29,422
migration
200 [P 12300 to Calgary
019 [P osoo ranged
Prairies: 17,049
018 [P 1.0 between
017 1,100 6,500 and
- 28,000 Quebec: 3,510
2016 (@ -6,500 between 2013 Tenritories: 1,486
2015 24,900 and 2022.
Alberta Interprovincial
2014 28,000
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Alberta Interprovincial Migration

2022 Interprovinial
Migration to Alberta

Net Migration Total: 21,660

Special Topic 1 | Focus on Migration

The 2022 Net Migration Surge and Forecasted Path Beyond 2023

through March 2023, taking advantage of the federal government’s
Canada-Ukraine Authorization for Emergency Travel. This program
allows Ukrainians to temporarily stay in Canada for up to 3 years with
the ability to work and study while they are here.

Domestic net migration to Calgary has also increased. One factor at-
tracting migration into Calgary from other parts of Canada that has
recently come into focus is housing affordability. According to the
Canada Real Estate Association, in February 2023, Calgary’s bench-
mark house price was 27.6 per cent less than the national average.
The difference was even more extreme for some cities in Canada: the
benchmark price in Calgary was 52.5 per cent lower than in Toronto
and 53.9 per cent lower than in Vancouver. A robust economic recov-
ery in Calgary also supports increased migration.

The Role of Interprovincial Migration and the
Forecasted Path Beyond 2023

At the provincial level, data from Statistics Canada shows the destina-
tions and origins of domestic migrants to and from Alberta in 2021-
2022. The highest number of migrants to Alberta from other parts of
Canada came from Ontario, with 29,422 moving to Alberta. In turn,
15,279 people moved from Alberta to Ontario, resulting in a positive
net movement of 14,143. On the other hand, Alberta saw a slight
net population loss to British Columbia, with 28,238 in-migrants but
29,413 out-migrants. The overall net inflow to Alberta from other
provinces in 2021-2022 was 21,600, compared to the net internation-
al migration of 59,998.

The current surge in net migration should be short-lived and subside
by 2024, given that Calgary should have a higher unemployment rate
than the national average. Specifically, net migration should stabilize
at a level slightly higher than historical averages. Between 2024 and
2028, annual net migration to Calgary should average around 14,500.
Positive economic growth in Calgary and increasing rates of immi-
gration to Canada in line with higher annual federal government
immigration targets for 2024, 2025 and beyond should continue to
support a strong level of net migration.

Forecast Migration to Calgary

After peaking at 33,100 in 2023, net
migration is expected to average 14,500
between 2024 and 2028.

Out-migration

Atlantic: 7,490

14,500

2024-2028
average

2023
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https://www.canada.ca/en/immigration-refugees-citizenship/news/notices/supplementary-immigration-levels-2023-2025.html
https://calgaryherald.com/news/local-news/beyond-capacity-housing-ukrainian-evacuees-in-calgary-a-daily-struggle-for-support-organizations
https://calgaryherald.com/news/local-news/beyond-capacity-housing-ukrainian-evacuees-in-calgary-a-daily-struggle-for-support-organizations

Forecast

The Broader Regional Economy (Calgary Economic Region)

Positive Regional Economic Growth Supported
by Solid Population Growth

Real GDP in the Calgary Economic Region (CER) is estimated to have
increased by 5.0 per cent in 2022, buoyed by the lifting of pandem-
ic-related restrictions and high oil prices. With two consecutive
years of growth in 2021 and 2022, the CER’s cumulative GDP growth
rate of 8.6 per cent keeps it slightly below the pre-pandemic high
in 2019. Estimated GDP growth in Alberta for 2022 reached 4.7 per
cent, after more robust growth in 2021 (4.9 per cent), leading to cu-
mulative GDP growth of 9.8 per cent. Alberta has experienced more
robust growth than the CER over two years, primarily due to solid oil
and gas sector growth. Alberta’s GDP surpassed its 2019 level by an
estimated 0.9 per cent in 2022.

Despite global economic headwinds, the CER should experience
continued economic growth in 2023 and exceed growth in the rest
of Alberta and Canada. Real GDP in the CER should increase by 2.6
per cent and rise above the pre-pandemic high in 2023. In compari-
son, Alberta’s GDP should increase by 2.5 per cent. More substantial
population growth in the CER compared to other parts of Alberta
would contribute to higher GDP growth. This pattern would align
with the long-term historical trend of economic and population
growth becoming more concentrated in the urban areas of Alberta.

The CER and Alberta economies should outperform the rest of Can-
ada in 2023. Specifically, the Canadian real GDP should grow by only
0.8 per centin 2023. On average, Canadians will face challenges from
higher interest rates and a slowing in the growth of global demand
for Canadian exports. In contrast, Calgarians and Albertans should
weather the storm better due to strong energy prices and high net
migration, including migration from other parts of Canada.

In 2024 and for the remainder of the forecast period, the CER should
continue to have more robust economic and population growth
than Alberta and Canada as urbanization trends continue. However,
the labour force participation rate should decline with an aging pop-

Crude Oil Production GDP Growth
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2.6 per cent GDP growth is expected for the
Calgary Economic Region in 2023. That’s a
slowdown from 5.0 per

cent in 2022 because of

lower inflation-adjusted

5.0%

2022

ulation leading to a deceleration in the annual rate of job growth
and delaying the achievement of an unemployment rate below 6
per cent until 2026.

Growth in Major Exporting Industries will also
Support Economic Expansion

Exports are a significant contributor to the economies of both the
CER and the province of Alberta - they are, however, concentrated in
a few industries. From 2014 to 2018, 58 per cent of Alberta’s exports
came from the mining, quarrying, oil and gas extraction industry.
In addition, parts of other exporting industries in Alberta, such as
transportation and warehousing and wholesale trade, are strongly
linked to oil and gas exports, further increasing the importance of
oil and gas in Alberta’s export growth.

These exporting industries are also significant in the Calgary re-
gional economy, with many major oil and gas and transportation
firms headquartered in Calgary. In 2023, mining, quarrying and oil
and gas-related activity in the CER should decrease by 3.7 per cent.
As employment in export industries attracts workers to migrate to
Calgary, it supports the demand for all industries and benefits the
overall economy of the CER.

Lower Rate of Economic Expansion is Primarily
due to Lower Investment

Reduced Investment Levels should Restrain Growth

Pre-identified major project investments ($5.0 million or more) un-
derway in Spring 2023 for the CER across ten sectors should cost
about $11.8 billion to complete. Another $21.9 billion in major proj-
ectinvestments should commence in 2023 or by 2025.The pre-iden-
tified total short-to-medium-term investment in these major proj-
ects is $33.7 billion (down from $36.2 billion in Fall 2022). Although
proposed investments are higher than investments underway, the

Labour Force Participation

A decline in the labour force
participation rate is forecasted as baby
boomers exit the workforce.

T

2019 2020 2023 2028

2.6% 3.1%

2023 2024
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Forecast | The Broader Regional Economy (Calgary Economic Region)

reduction in the value of investment intentions has helped inform
the expectation of lower investments in the CER in ‘real’and current
2023 dollars.

The CER should continue to experience investment strength in some
sectors. The CER would be home to more than half of Alberta’s pri-
vate sector investments in four categories — mixed-use property (88
per cent), commercial property (81 per cent), infrastructure (63 per
cent), and residential investments (54 per cent). Compared with Fall
2022, the CER'’s share of proposed and under construction residen-
tial investments in Alberta has increased, but tourism or recreational
investments have declined. Renewed strength in residential invest-
ment is due to strong population growth. For the four categories
where the CER outperforms the rest of Alberta, CER projects under-
way in 2023 or to commence by 2025 would cost $27.8 billion in
investment dollars. In other words, these four categories explain 82
per cent of projected investments. For these four categories, invest-
ment intentions are lower for commercial property and infrastruc-
ture but have strengthened for mixed-use and residential property
investments.

Municipal, provincial, and federal infrastructure investments, includ-
ing partnerships with the private sector, underway or proposed,
in and around the CER should cost about $18.9 billion (down from
$19.2 billion in Fall 2022). The West Calgary Ring Road project is the
only multi-billion-dollar investment currently under construction.
Proposed infrastructure investments include the Green Line LRT
(Stage 1), the Edmonton-Calgary High-Speed Rail Line, and the Cal-
gary-Banff Rail Link with touchpoints in the CER.

Investment activity in Alberta should strengthen over the next few
years. There are 647 major projects on the books (up from 603 in
the Fall 2022 Outlook). Most (361) were already underway by March
2023, and 286 should commence later in 2023 or by 2025. In addi-
tion, 103 of the 647 projects are yet to provide their complete cost
estimates to the Government of Alberta. Capital projects already un-
derway are expected to cost $85.0 billion (up from $80.0 billion in
the Fall 2022 Outlook). Projects beginning later in 2023 or by 2025
would cost $90.4 billion (up from $82.0 billion in the Fall 2022 Out-
look). It's an upward revision of investment intentions (from $162.0
billion to $175.4 billion). It helped inform the expectation of a posi-
tive increase in investments for Alberta in current 2023 dollars.

Annual Job Growth

After a COVID-19-driven job decline in 2020,
annual job growth rebounded signifi-
cantly and is down decelerating. After

Unemployment Rate

11.6%

Oil and gas and pipeline projects account for 41 per cent of projects
underway or proposed in Alberta. Most of these projects would oc-
cur outside the CER. The exception is Calgary’s $1.2 billion Energy
Park Renewable Natural Gas and Ethanol Project. It should be North
America’s largest carbon negative renewable natural gas and etha-
nol project slated for construction between 2023 and 2025.

Businesses with headquarters in the CER will initiate most of the
other oil and gas and pipeline projects. The two most substantial
proposed private sector investments for oil and gas remain the Path-
ways Alliance Carbon Capture Storage Hub - Phase 1 in Bonnyville
for $16.5 billion and the Suncor Base Mine Extension Project in Wood
Buffalo for $4.4 billion. For pipelines, two multi-billion-dollar invest-
ments are under construction — the Trans Mountain Pipeline Expan-
sion ($30.9 billion up from the $21.4 billion estimate in Fall 2022) and
the Key Access Pipeline System ($1.6 billion).

Government Spending on Infrastructure should Help
Limit Investment Decline

Government purchases and capital investment (not including trans-
fers) directly contribute to GDP. They should support economic
growth in the CER in 2023. Specifically, in its 2023 Budget, the Gov-
ernment of Alberta outlined plans to increase total operating ex-
pense by 4.0 per cent in the 2023-24 fiscal year. Expenditure increas-
es above the projected Alberta average CPI increase of 3.4 per cent
for 2023 should contribute to growth in real GDP.

However, operating expenses by the federal government are bud-
geted to decrease by 3.2 per cent in 2023-24. While federal gov-
ernment purchases are a less significant component of total gov-
ernment purchases in Calgary, the decrease will offset provincial
expenditure increases so that the combined effect of provincial and
federal government operating expenditures on real growth will be
minimal.

Unlike operating expenditures, increased government investment
spending should contribute significantly to Calgary’s economic
growth in 2023. Province-wide capital spending by the Government
of Alberta is budgeted to increase by 24.2 per cent in 2023-24. Major
projects contributing to solid government capital spending in 2023
include the Green Line LRT, Calgary Cancer Centre, Deerfoot Trail up-
grades, and the West Calgary Ring Road.

Major Investment ($5M or more)

CER investment share relative to Alberta

Mixed-Use
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Forecast

Commaodity Prices - Local, Regional, & Provincial Economy Impact

Firm Energy Commodity Prices in 2023

A Lower Crude Oil Price Differential Alongside Higher
Production should Sustain Private Sector Cashflows

Oil demand in China and oil production in Russia are the leading
oil market uncertainties heading into 2023. However, oil demand
should increase in 2023. There are two notable reasons. First, eco-
nomic activity should pick up in China as it relaxed its COVID-19 re-
strictions that were in place for most of 2022. Second, and beyond
China, jet fuel demand will drive oil demand as global travel mo-
mentum sustains aviation industry growth. Commercial flights have
surpassed pre-pandemic levels, with the seven-day rolling flight
count exceeding 2019 levels starting in February 2023. Overall, in-
creased global mobility and economic activity from China lifting its
COVID restrictions should boost global oil demand, putting upward
pressure on prices.

On the supply side, the global oil supply will increase in 2023, but
the pace of growth should slow down relative to 2022. The fore-
casted setback to the pace of growth is attributable to two prima-
ry factors. The first is lower Russian crude oil production due to
the European Union (E.U.) embargo on seaborne crude oil imports
from Russia and the imposition of a U.S.$60 per barrel price cap on
Russian crude oil by the G7, E.U., and Australia. Nevertheless, Rus-
sia will work actively to sustain production by exploring new oil
export destinations. The second is efforts by the 13 nations in the
Organization of the Qil Exporting Countries (OPEC) or the addition-
al 10 partner countries that together form the 23-member OPEC+
group to reduce their crude oil production targets through the
end of 2023. Some relief should come from North America, where
oil produced in the U.S. and Canada should increase. In addition,
growth in supply from countries outside OPEC should offset any
risks to a drop in OPEC+ supply (Russia is part of the OPEC+ group).

West Texas Intermediate (WTI)

Crude oil prices, including the Price Trend (5/6))

West Texas Intermediate
(WTI) price, are expected to
dedine from 2022 highs but
remain elevated through to 2028.
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Natural Gas (AECO-C)

Elevated natural gas prices in 2023 to
2026 relative to 2019-22 due to lower
¢ 302 supply, capacity constraints, and net zero

Overall in 2023, global supply growth (1.6 per cent) should slightly
outpace demand growth (1.4 per cent), leading to a buildup of in-
ventory and falling prices in 2023. Global oil inventory should rise
by 600,000 barrels per day in 2023. The North American benchmark
crude oil price — the West Texas Intermediate (WTI) - should aver-
age U.S.$78.7 per barrel in 2023. It should decline by 2 per cent in
2024, averaging U.S5.$77.3 per barrel, before dropping further to an
average of U.S.$76.8 per barrel between 2025 and 2028. The Alber-
ta benchmark crude oil price - the Western Canadian Select (WCS)
- should also decline in 2023 to an average of U.5.$58.1 per barrel,
down from U.5.574.9 per barrel in 2022. Unlike WTI prices, WCS prices
should increase in 2024 to an annual average of U.5.$60.7 per barrel.

The expected improvement in 2024 WCS prices relative to 2023, de-
spite the expected annual decline in 2024 WTI prices, is attributable
to a more favourable differential for Alberta’s benchmark crude oil.
Specifically, the spread between WTI and WCS oil prices should nar-
row late in 2023 as additional pipeline capacity comes online. The
last couple of years saw the WTI-WCS differential widen as natural
gas prices spiked, raising the costs of refining Canadian heavy oil,
making it less economical and reducing demand. In addition, pipe-
line constraints and the release of heavy oil barrels from the U.S.
Strategic Petroleum Reserves led to a widening of the differential.
These factors that weighed heavily on the price differential should
improve in 2023 and favour Canadian heavy oil.

The completion of the Trans Mountain Expansion later in 2023
should offer an additional 590,000 barrels per day in export capacity.
In addition, the combination of lower natural gas prices and improv-
ing U.S. refinery demand will likely lead to an improvement in the
WTI-WCS differential, averaging U.5.$20.6 in 2023 and falling further
to U.S.$16.6 in 2024.

Iron and Steel

2022 2023

2027 2028
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Forecast | Commodity Prices - Local, Regional, & Provincial Economy Impact

Noticeably Lower Natural Gas Production Levels and
Prices

AECO-C natural gas price averaged $5.1 per gigajoule in 2022, as
Russia’s invasion of Ukraine and the subsequent sanctions severely
constrained supply. The spike in natural gas prices contributed to a
$2.0 billion increase in natural gas royalties for the Government of
Alberta in 2022.

In 2023, global natural gas supply should pick up as the Freeport
LNG export facility in Texas is expected to resume full-scale opera-
tions following a fire and shut down in June 2022. The full reopening
of the Freeport LNG export facility should add 2 billion cubic feet per
day (Bcf/d) of natural gas supply to the U.S. market.

Natural gas prices should taper off in 2023 because North America’s
production should outpace demand. Demand growth should slow
because the U.S. Energy Information Administration (EIA) anticipates
less demand from combined cycle natural gas power plants that use
natural gas to generate electric power. Specifically, the EIA expects
a shift to more renewable energy sources and a decline in manufac-
turing activity. Another reason for a slowdown in demand growth
is relatively warmer winter weather, which reduces the demand for
space heating.

Natural gas prices should decline to an annual average of $3.4 in
2023 from $ 5.1 per gigajoule in 2022 as natural gas production in
Canada and the U.S. outpaces demand. Nevertheless, natural gas
prices should remain above pre-pandemic levels for the forecast pe-
riod. AECO-C natural gas prices should rise to $3.7 per gigajoule in
2024 and average about $4.1 per gigajoule between 2025 and 2028.
The Government of Alberta’s natural gas royalties should decline by
$1.8 billion in 2023 from 2022 due to lower natural gas prices.

Aluminum Wood
+26Y% Annual Price Change (per cent)
%22

i ®2024
-7%
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Downward price corrections for

2023 2021 2022

Construction Commodities — Slower Demand
Expansion & Supply Chain Improvements

Iron and Steel: Iron ore prices started dropping in July 2022. As a
result, price decreases have begun making their way down the value
chain. Steel prices should wane in 2023 and 2024. However, prices
for other finished iron products used in construction will lag behind
by 8 to 12 months. Beyond 2024 and further into the forecast hori-
zon, higher interest rates and a slower pace of global economic ex-
pansion will soften the steel demand, resulting in a softer price path.

Aluminum: Aluminum is a critical metal in de-carbonizing - it is light
and strong - making it preferred for use in gas and electric vehicles.
In addition, it is conductive, so it is useful in electrical infrastructure
like solar panels and high-voltage electricity transmission. Increased
Chinese production made up for lost Ukrainian output in 2022 due
to the war - however, the high price and, in some cases, limited
availability of electricity limit global aluminum production. Prices for
aluminum have dropped by 25 per cent since peaking in March 2022
but are still about 35 per cent higher than pre-pandemic. Going for-
ward, higher interest rates should dampen demand for this metal.
On balance, average prices for 2023 should hover where they were
at the end of 2022. That’s an average drop of around 14.4 per cent in
terms of the full-year impact. However, the longer-term outlook for
this metal is steadily increasing demand, which implies consistent
price growth.

Wood: Lumber prices spiked during the pandemic in historic fash-
ion. Over a few months, prices doubled and almost tripled. The pri-
mary reason for that was supply chain bottlenecks and increased
costs. More recently, prices have fallen a bit but remain elevated.
The decline in prices is due to the resolution of supply chain bottle-
necks. However, energy costs contributing to the high cost of lum-

Asphalt

There is a 2023 asphalt price retreat driven
by lower oil prices, it would be insufficient to
moderate prices from the significant price spike
in2022.

(51,263
2023 $/ tonne

$1,131

/tonne

aluminum in 2023-24, with headwinds
from high interest rates and geopolitical
uncertainty.

Wood prices should adjust downward

in 2023-24 after the 2021-22 spike as
housing construction activities cool down in
both U.S. and Canada.
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Forecast | Commodity Prices - Local, Regional, & Provincial Economy Impact

ber production remain elevated, putting upward pressure on prices.
More details on how high energy utility costs are driving up prices
are available in Textbox 2. The outlook is for higher interest rates to
dampen demand and soften prices. Prices should remain elevated
relative to pre-pandemic levels because of increased production
costs.

Asphalt: Over the last few years, oil prices have increased despite
increased oil production. Further, carbon taxes are hitting asphalt
installation hard as the costs to deliver, heat and lay asphalt are ris-
ing significantly and permanently. In 2023, softening oil prices are
helping temper future asphalt price increases. As we advance, the
forecast assumption is that contractors can reduce their carbon foot-
print by using cleaner electricity or buying offsets. If not, by the end
of the forecast horizon, asphalt prices should be 20 per cent higher
than today because of carbon tax increases.

Operational Commodity Prices — Relatively
Stable except Energy-related Ones

Rubber: The global market for rubber is now relatively balanced.
However, there have been issues recently with supply restrictions
and demand limitations. The forecast assumption is that supply
should grow in lockstep as demand increases post-pandemic. Soft-
ening oil prices and moderating liquified natural gas (LNG) prices in
2023 compared to 2022 are driving down prices for synthetic rubber
and impacting the margins of natural rubber producers. 2023 prices
are hovering in the lower band of recent historical norms. The out-
look is for price growth to remain muted in this highly competitive
market.

Diesel Oil: Prices are highly volatile and respond to international
events like the ongoing Russia/Ukraine conflict. Rising interest rates
should restrict demand for consumer goods, thereby reducing de-
mand for and the price of diesel. However, increasing carbon taxes
are preventing retail diesel prices from falling. Refinery capacity is

the real wildcard in 2023. Should refiners require unexpected main-
tenance, diesel prices could spike above $1.80 this summer, possibly
hitting $2.20. Such an event would hurt consumers still reeling from
inflation caused by last summer’s refinery outages. Barring refining
issues, diesel prices should moderate in 2023 and 2024 and settle
at about 15 per cent higher than just before the pandemic by July
2024.The daily and monthly price path would be highly volatile. Yet,
it should average annual price increases of 3.0 per cent between
2025 and 2028.

Vehicle Parts: This market is evolving as anticipated last year. When
interest rates increase, new vehicles become much more expensive
than used ones. As a result, demand for parts needed to keep vehi-
cles on the road longer tends to rise when interest rates increase.
However, the supply of new vehicles has been limited for several
years due to shortages of critical electronics. As a result, rising in-
terest rates are unlikely to shift the new/used balance in today’s car
markets. In 2023, softening prices for raw materials and easing en-
ergy costs should flow slowly through to parts prices, with the mar-
ket reversing some of the price increases in 2022. Over the forecast
horizon, there should be modest price changes in the automotive
parts markets.

Rubber Diesel Oil Vehicle Parts
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Utility Cost Increases Led Inflation between
December 2020 and December 2022

Between December 2020 and December 2022, natural gas and elec-
tricity ranked first and third for the most significant consumer price
increases across all items in the consumer basket for Albertans. Nat-
ural gas prices increased 54.8 per cent, while electricity prices in-
creased 46.5 per cent for the same unit of energy.

Major Components of a Typical Residential Utility Bill

According to the Alberta Utilities Commission (AUC), the typical resi-
dential electric utility bill in Alberta has cost roughly split across com-
ponents as follows:

= about half for delivery charges, approved by the AUC, for
electricity transmission and distribution

®  about a quarter for the energy charge for electricity consumed

®  aboutaquarterforothercharges, namely:utility administration
fees, local access fees (also known as franchise fees), GST, and
the Balancing Pool allocation

The distribution of natural gas payments across these three compo-
nents differs slightly for the average residential natural gas bill for the
representative Alberta ratepayer:

®  about a third for delivery charges and related rate riders
®  about a third for the energy charge for natural gas consumed

®  about a third for other charges, namely: utility administration
fees, the federal carbon tax, municipal franchise fee, and GST

Primary Drivers for the ‘Energy Charge’

The default variable energy charge for a residential ratepayer in Cal-
gary is the ENMAX regulated rate option (RRO) for electricity or the
Direct Energy gas cost flow-through rate (GCFR) for natural gas. Both
indices almost tripled between 2020 and 2022. They have undeniably
contributed to higher utility bills.

Special Topic 2 | Focus on Affordability

[l @A Utility Costs and Primary Drivers of Higher Residential Utility Costs

Two factors mitigate the impact of higher commodity prices on the
overall utility bill. First, the energy charge is less than 100 per cent
of the utility costs and the other cost elements increased at a slow-
er rate. Second, many utility consumers had fixed contract arrange-
ments that mitigated cost increases.

‘Delivery Charges’ Drivers

Electricity and natural gas get sent over long distances via transmis-
sion and then de-energized or de-pressurized for distribution to end
users. Services provided by distribution companies include connect-
ing customers, investments in building and operating distribution in-
frastructure, meter reading, and customer service. The AUC regulates
distribution charges under performance-based regulation (PBR).

Transmission and distribution charges include a regulator-approved
profit margin called a return on equity (ROE). Since 2009, the regu-
lator has set ROE using economic and financial evidence filed by
parties in Generic Cost of Capital (GCOC) proceedings. Many utilities
routinely exceed the approved ROE, as many did in 2021 (the most re-
cent year with full returns across utilities). The AUC approved an ROE
of 8.5 per cent for 2023. Alberta utilities are all seeking higher ROE
levels for 2024 and beyond. These returns are regulator approved be-
cause utilities do not operate in fully competitive markets, creating
opportunities for excess returns when consumers face affordability
challenges.

Embedding the profit margin into the delivery charge compensates
utilities for business risk. Customer base erosion is typically the most
significant risk a utility faces. It is unlikely in Alberta, given sustained
province-wide population and economic growth and utility provid-
ers operating in clearly delineated geographical zones.

Other Utility Charges have had a Limited Impact on
Higher Utility Costs

Other charges for utilities through municipal franchise fees, the fed-
eral GST and carbon tax are formula driven and have increased with
higher prices and consumption levels. The Balancing Pool allocation
(for electricity) and utility administration fees are mostly unchanged.

High Utility Costs in Alberta Inflation

Electric and natural gas compared to overall
provincial inflation
December 2020 - December 2022 (December 2020 = 100)

155
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1M
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From December 2020 to December 2022,
natural gas and electricity ranked
first and third for the most significant
consumer price increases in Alberta.

Energy Charge — Primary Driver

The ENMAX regulated rate option (RRO) for electricity
or the Direct Energy gas cost flow-through rate (GCFR)
for natural gas almost tripled between 2020 and

2022.

A

Electricity (Monthly household expenditure
on electricity delivery charges, $/month)*

Average Monthly
Natural Gas
consumption by
City CNG buses

Jan - Dec 2021
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Natural Gas (Monthly household expenditure
on natural gas delivery charges, S/month)*
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*Trends over the last 24 months using the RRO for Electricity (600 kWh monthly)
and GCFR for Natural Gas (135 GJ annually); Sources: (1) Alberta Utilities

Commission, (2) Energy Management Office, and (3) Regulatory Affairs
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Delivery Charges — Secondary Driver

Many Alberta utilities routinely exceed
the approved ROE, as many did in 2021
(the most recent year with full returns across
utilities).
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https://www.auc.ab.ca/current-electricity-rates-and-terms-and-conditions/
https://www.auc.ab.ca/current-electricity-rates-and-terms-and-conditions/
https://www.auc.ab.ca/current-gas-rates-and-terms-and-conditions/

Assumptions

Economic Conditions in Alberta

Shift from Residential to Non-residential
Investment as a Driver of Alberta’s Growth

Households in Alberta remain highly indebted heading into 2023.
High indebtedness, with elevated interest rates and inflationary
pressure, increases the likelihood of a slowdown in consumer spend-
ing and business investments. However, despite these factors and
slow economic growth forecasts for Canada, Alberta is likely to fare
better on the back of a booming oil and gas sector. The WCS-WTI
discount should narrow from 2022 through 2023 and 2024 as de-
mand for heavy oil rises and infrastructure investments to increase
pipeline capacity rise. Alberta’s population should also rise at a pace
not seen since 2006, boosting labour force growth and supporting
economic activity. These factors should counter some headwinds in
consumer spending and business investment.

Residential investment should decline by 3.6 per cent in 2023. The
boost to residential investment from an increasing population and
substantial net migration numbers would be more than offset by in-
flationary cost pressures from rising interest rates.

Housing starts should, however, fall from 36,500 in 2022 to 34,700 in
2023, as higher borrowing costs continue to erode affordability and
demand. Housing starts should decline to an average of 32,400 for
the rest of the forecast period primarily because of the impact of a
higher interest rate environment relative to the previous 15 years.

Unlike residential investment, non-residential investments in the
public sector should receive a significant boost, including targeted
investments to tackle critical shortages in health care, non-trade
construction, energy, technology, business, and the aviation sector.

Alberta’s real GDP should grow by 2.5 per cent in 2023, as soaring en-
ergy prices and government revenue last year provide some support
to a slowdown in household spending and investment in 2023. As
we advance, Alberta’s GDP should slow to 2.3 per cent in 2024 and
an average of 1.9 per cent between 2025 and 2028.

Alberta’s Real GDP Growth

Alberta’s economic

) Alberta’s job growth
growth to mode.rate in to remain strongin
the forecast period, 2023 and decelerate

reflecting a slowdown in
consumer spending and
business investment in
2023-2028.

afterwards due to
lower residential
investment intentions

S

a.% 1%

2022 2023 2024 2025-2028
average

22

Alberta’s Employment Growth

and weaker construction.

With energy prices still expected to remain above pre-pandemic lev-
els, modest surpluses should materialize over the upcoming 2023-24
fiscal year. Alberta’s 2023 budget statement also introduces stricter
fiscal discipline measures - a balanced budget mandate and con-
straints on operational spending growth. In the coming years, a vi-
brant energy sector and fiscal discipline by the government will sup-
port Alberta’s economy in this volatile economic environment.

Policy Focus has Moved to Reforms Aimed at
Increasing Labour Supply to Boost Growth

Alberta’s population grew by 2.2 per cent in 2022, significantly im-
proving from the 0.6 per cent population growth in 2021. Robust
population growth was primarily driven by historically high interpro-
vincial migration as the cost of living in other provinces rose.

Rapid population growth should extend into 2023, with Alberta’s
population expected to grow by 2.9 per cent. The combination of a
second consecutive year of rapid population growth and a higher
overall level of economic activity relative to other provinces should
translate into a reasonably stable employment growth of 3.0 per cent
in 2023.

Strong employment growth in 2023 is attributable to robust job
growth expectations for several industries in the services sector. The
notables are Health Care and Social Assistance; Professional, Scientif-
ic, and Technical Services; Managerial Services; and Accommodation
and Food Services. Employment growth should decelerate to 1.9 per
cent in 2024 before averaging 1.7 per cent between 2025 and 2028.

Despite robust job growth expectations, the unemployment rate
should rise from 5.8 per centin 2022 to 6.0 per centin 2023 and 2024.
That's because population and labour force growth would occur at
a faster clip. Significant improvement in the unemployment rate
should occur between 2025 and 2028, when it should average 5.3
per cent.

Alberta’s Unemployment Rate

2024
Relatively low unemployment
rate in Alberta continues to contribute to
labour market tightness, affecting Calgary’s
ability to attract workers from elsewhere in the
province.

5.2%

2022

I

2025-2028
average

1.9% 2023

2024

1.7%

2025-2028
average
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Labour market tightness has remained an issue of concern over the
last few years, partly due to an aging population and a halting of im-
migration during the pandemic years. An essential step in alleviating
labour shortages involves raising labour force participation and po-
sitioning future labour supply to meet labour demands. The recently
released provincial budget for 2023 makes significant commitments
to address these labour shortage challenges in vital economic sec-
tors. The budget extended the Alberta at Work initiative, a program
designed to prepare for the future labour market. The province this
year also aims to expand workforce planning to areas with the most
shortage, such as new funding of $95 million to address healthcare
shortages. There were additional commitments ($111 million) for
post-secondary enrolment expansion in the construction, energy,
technology, business and aviation sectors.

Alberta CPI Inflation on Course to Decelerate as
Wage Inflation Accelerates in 2023

To tackle high inflation in 2022, the Bank of Canada raised the over-
night rate by 400 basis points. At the beginning of 2023, it also im-
plemented a 25-basis point increase in the policy rate. Subsequent-
ly, in March and April 2023, the Bank of Canada decided to hold its
target for the overnight rate at 4.5 per cent due to eight consecutive
months of decelerating inflation from July 2022 through February
2023 (year-over-year inflation peaked nationally at 8.1 per cent in
June 2022).

Alberta’s annual inflation rate should decelerate to 3.4 per cent in
2023 from 6.4 per cent in 2022. Alberta’s annual inflation rate is also
expected to fall further to 2.1 per cent in 2024. For 2024 and beyond,
three factors explain the reduction in inflation:

= Modest economic growth because of lower demand for
goods and services

®  Relatively lower energy prices and the impact on household
and business costs

®  Reduced pressures to increase wages because of increased
labour supply and strong labour force participation

These factors should translate into weaker real wage, cost and de-
mand growth. Alberta’s average annual wage growth should de-
crease to 3.5 per cent in 2023 before falling to 2.4 per cent in 2024
and averaging 2.3 per cent for 2025 to 2028.

Alberta’s Housing Starts
(000 units)

Albertans
should

expect

inflation to
decelerate
from 6.4 per

centin 2022 to
3.4 per centin
2023 and further
moderate to 2.1
per centin 2024
and onward.

2023

2025-2028
average

Alberta housing starts to ease from a 2022
record high in 2023-2028 as borrowing costs
continue to weigh on affordability and demand.
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Alberta’s Consumer Price Index

Assumptions | Economic Conditions in Alberta

Global supply chain disruptions should also ease as we advance be-
cause China has dropped its zero-COVID policy, reducing cost-push
inflation. More details on how cost-push inflation impacts retail
costs are available in Textbox 3.

The Economic Performance in Alberta will Lead
the Country in 2023 Like It Did in 2022

Despite concerns of a mild recession for Canada in 2023, Alberta
should fare better than most provinces. Alberta and Saskatchewan
led other provinces in economic growth in 2022 as crude oil exports
and prices soared. Specifically, Canadian crude oil exports increased
by almost 50 per cent from 2021. Strong crude oil export values
should carry into 2023.

Surveys from private sector forecasters indicate Alberta and Sas-
katchewan will lead the country in economic growth for 2023, driven
by relatively high commodity prices, interprovincial migration and a
healthy fiscal position®. However, a few survey results indicate fears
of a recession in the United States, potentially impacting Alberta’s
oil exports. Ontario and British Columbia should have the slowest
economic growth across Canadian provinces as both grapple with
high provincial government debt levels and a potential slowdown
in real estate activity and retail sales. The surveys from private sector
forecasters rank 2023 real GDP growth across Canadian provinces as
follows:

Saskatchewan (1.7 per cent)

Alberta (1.5 per cent)

Newfoundland and Labrador (1.2 per cent)
Prince Edward Island (7.0 per cent)
Manitoba (0.9 per cent)

Nova Scotia (0.6 per cent)

New Brunswick (0.4 per cent)

Quebec (0.2 per cent)

Ontario (0.2 per cent)

British Columbia (0.2 per cent)

3 Private Sector forecasts in this survey comprise the Royal Bank of
Canada, Scotiabank, Desjardins, The Conference Board of Canada,
National Bank of Canada, Toronto Dominion Bank, Deloitte, and Bank
of Montreal.

Alberta’s Wage Growth

Wage pressure in Alberta is expected
to lessen after 2023 with increasing

labour supply and strong
labour force
participation.
2024 20252028 2022 2023 2024 20252028
average average
23




Special Topic 2 | Focus on Affordability

There are two sources of inflation. Increases in the cost of produc-
tion, called cost-push inflation, and increases in demand, called
demand-pull inflation. There are three aspects to cost-push infla-
tion, which are impacting the retail costs that Canadians are facing
today.

Initiation: Inflation Due to Price Increases for
Underlying Commodities Arising from Market
Forces

At points along the supply chain between the mining of raw mate-
rials and the final consumer, there are opportunities for price-set-
ting decisions that affect the final consumer. Those setting prices
may have a goal to expand their operations and need some money
to buy machines or they might want more profit but either way
the price increase passes on through the supply chain eventually
being paid by the final consumer.

Accumulation: Inflation Due to Price-setting
Practices across Multiple Steps in the
Production Process

Some products are critical cornerstones of the economy. They get
used not just by consumers but in mining, transportation, manu-
facturing, warehousing, and retail operations. Gasoline and diesel
are good examples of these cornerstone products.

When the price of a cornerstone product goes up, the impact
ripples and accumulates through the economy. First, the costs to
mine go up, increasing the price a manufacturer must pay. Second,
the cost to ship these raw materials to mining locations and from
mining locations to manufacturers also increases. Third, manufac-
turing costs also increase because these cornerstone products are
essential inputs for manufacturers. All three increases get passed

[0 EH Retail Costs and the Three Channels for Cost-push Inflation

on to wholesalers, who then must add their own cost increases
to the costs to recoup from retailers. Finally, retailers have higher
costs because of their energy usage. The final consumer feels the
impact of all the cost increases along the supply chain. A signifi-
cant share of consumer inflation is the direct or indirect result of a
energy price increases.

Magnification: Inflation Due to Cost-plus
Pricing Behaviour and Rules Applied in Retail
Sales

Inherent pricing rules employed by wholesalers and retailers can
work to magnify inflation. Resellers of products generally price
their products on a cost-plus basis. They typically look at the price
they pay and add a certain per cent to arrive at their final price. For
example, when a retailer pays a wholesaler $100 and adds a 10 per
cent mark-up, their sale item will retail for $110. Assuming retail
operating costs are $5, the retail profit is $5. When energy prices
go up by $100, the wholesale price increases to $200. When the
same 10 per cent retail mark-up gets applied, retail prices automat-
ically go up to $220. Consumers see prices increase by $110, not
the $100 increase in energy costs related to getting the product
into the hands of the wholesaler. The retailer gets the extra $5-$10
would cover higher energy costs for the retailer, and the other $5 is
additional profit not attributable to new value creation.

Cost-plus pricing schemes operate to magnify consumer inflation
and increase profits. The higher the mark-up, or“margin,” the great-
er the impact. Some companies have significant retail margins — 30
per cent, 40 per cent, and even 100 per cent are not uncommon
retail margins in Canada. For companies with a retail margin of 100
per cent, retail prices go up by twice as much when wholesale pric-
es go up. For every $100 increase in wholesale costs, retail prices
go up by $200!

Similar Changes in Gasoline
Prices and Overall Inflation

¢ When the price of a cornerstone
product like gasoline (or other
energy product) goes up, the impact ripples
and accumulates through the economy.

Gasoline and Alberta CPI changes
February 2015 - February 2023

< Alberta inflation

Gasoline »

February February
2015 2023
24

Many Sources of Current
Inflation Trends
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Cost-plus Prices Drives
Inflation Higher

Cost-plus pricing practices operate to magnify
consumer inflation and increase profits.
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Assumptions

Economic Conditions in Canada

Fiscal Policy Targets Labour Supply Increases to
Lift the Economy

Real GDP growth in Canada decelerated in 2022 (3.6 per cent), fol-
lowing significant growth in 2021 (5.0 per cent). Four factors drove
economic growth in 2022 - residential investment, non-residential
construction, exports of commodity products, and inventory build-
up. Noticeably, consumer spending was higher in Q2 2022 but de-
clined in Q3 2022 as higher prices brought cautiousness to consum-
ers — making consumer spending a headwind. It is a concern because
household consumption represents a significant share of Canadian
economic activity (55.5 per cent in 2021).

The Canadian economy should grow by 0.8 per cent in 2023 - a sig-
nificant slowdown from 2022. There will be a focus on depleting in-
ventory and employers will find the tight labour market challenging.
As a sign that the economy was potentially overheating in 2022, the
unemployment rate achieved a low of 4.9 per cent in June and July
2022 (the lowest since consistent record keeping from January 1976).
Without government action, population aging and baby boomer re-
tirements will sustain labour shortages in critical industries, includ-
ing construction. The federal government has intervened with policy
to boost labour supply through its November 2022 announcement
of ‘an Immigration Plan to Grow the Economy! Immigration in 2022
(431,645 persons) was at a record high, exceeding the previous re-
cord in 2021 (405,999 persons). The immigration boost is an import-
ant driver of the expectation of positive economic growth in 2023
with more consumer spending.

After navigating these consumer spending, inventory depletion and
labour shortage headwinds in 2023, real GDP growth should pick up
pace in 2024 (1.2 per cent) before accelerating to 1.9 per cent in 2026.
Inflows of immigrants should help fill job vacancies in the labour mar-
ket and push up both production and consumption in the country.

Monetary Policy is on Course to Restore

Credibility to Inflation Targeting by 2024

Inflation accelerated in the first half of 2022, driven by higher
energy and food prices. Higher mortgage rates and rent prices
also contributed to shelter price inflation. Pent-up demand for

Canada’s Real GDP Growth

Canada/U.S. Exchange Rate

non-durable goods and services after two years of slow recovery

in the service industries also pushed up prices. By the second half
of 2022, after several months of interest rate hikes by the Bank of
Canada, demand growth and price growth softened. CPI inflation
declined from its peak of 8.1 per cent in June 2022 to 6.3 per cent in
December 2022. By March 2023, consumer price inflation in Canada
declined further to 4.3 per cent, indicating the Bank of Canada’s
tightening monetary policies started to work.

From 2023 through 2028, the Canadian dollar should remain stable
between U.S.$0.74 and U.S.50.77 for every CADS$ 1. That’s a turnaround
from U.5.50.71 for every CADS1 in May 2020 when the COVID-19 pan-
demic and the collapse in crude oil prices reduced the value of trade
with the U.S. and the demand for the Canadian dollar. Returning to a
stronger and stable exchange rate would be driven by robust Cana-
dian export activity that would also allow lower prices for imported
goods and offer relief for consumer price inflation.

Annual consumer price inflation should decline to 3.6 per cent in
2023 before moving within the range of the policy rate target by
2024 at 2.2 per cent and staying there through 2028. After several
years of combating ultra-high inflation, it would mean success for the
Bank of Canada. It should help restore some central bank credibility.

Adjustments to Higher Interest Rates and Canada
and U.S. Interest Rate Divergence

Between March 2022 and January 2023, the BoC’s target for the over-
night rate increased from 0.25 to 4.5 per cent. Similarly, the Federal
Reserve Bank of the U.S. (the Fed) raised its target range for the Feder-
al Funds rate from 0 to 0.25 per cent in January 2022 to between 4.75
and 5.0 per cent in March 2023. It has triggled economy-wide adjust-
ments to a higher interest rate environment. More details on higher
interest rates and the impact on housing affordability are available in
Textbox 4. For 2023, the BoC has signalled a conditional pause to in-
terest rate hikes starting in March 2023, citing an unfavourable level
of GDP in Q4 2022. The Fed, however, is yet to commit to a pause on
interest rate hikes, thereby increasing the risk of interest rate diver-
gence relative to Canada. The interest rate divergence would increase
the attractiveness of the U.S. dollar vis-a-vis the Canadian dollar, caus-
ing a weaker Canadian currency against the U.S. dollar.

Prime Business Loan Rate

Canada’s real U.S.s for | c$ The prime.business 6.1%
' ”;\lg‘g‘% GDP should grow * n 2025-2028 ¢ 77 loan raFe '“Freased 4.2%
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/////\ﬁg\_« S‘%‘“{ cent in 2023, before = 2024 0.77 The expectedfannual
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\ picking up pac.e in 2024 & 2023 0.74 20239 it 200 203
3.6% and accelerating to 1.7 — 202 0.77 Is the highes
per cent in 2025-2028. * level in two decades. 5.4%
i The weakness of the loonie should continue  JERENSTUTCE I : 4.7%
. 1.2% L% into 2023 because U.S. Fed interest rate businesses
% - . increases would increase the demand for need to adjust
0 03 0t 20050008 the U.S.$ in 2023 before the loonie gains for higher 204 2025-2028
average strength later in the forecast horizon. borrowing costs. average
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Special Topic 2 | Focus on Affordability

Impact of Monetary Policy Actions on the Cost of
Borrowing

The National Bank of Canada recently reported that housing af-
fordability has improved in Canada after a record-long sequence
of declining home affordability. That was until the Bank of Canada’s
efforts to combat inflation by raising the overnight rate, negatively
impacting affordability. The target overnight rate of the Bank of Can-
ada increased from 0.25 per cent in March 2022 to 4.50 per cent in
March 2023. With this action, borrowing money has become more
expensive, and the demand for housing has decreased. Also, the fu-
ture path of house prices is a decline in the short-term (see Table 1).

Selected Affordability Ratios for Assessing the
Impact of Lower House Prices

The decline in house prices does not necessarily translate to
improved affordability. High interest rates can harm affordability in
several ways, including increasing monthly mortgage payments,
reducing borrowing capacity, and leading to a slowdown in
economic growth.

The Government of Canada’s Mortgage Qualifier Tool was used to
analyze affordability in Calgary. Specifically, the analysis focused on
two housing affordability ratios — the Gross Debt Service (GDS) ratio
and the Total Debt Service (TDS) ratio. The GDS ratio measures the
share of monthly heating costs, property tax, and mortgage pay-
ments relative to gross monthly income. The TDS ratio measures the
share of GDS costs, monthly credit card or line of credit payments,
monthly car payments, and other debt payments relative to gross
monthly income.

Analytical Results for the Level of Income Needed to
Support Home Ownership in Calgary

An assessment of the ability of Calgarians to afford home ownership
at different income levels for 2023 through 2028, using these ratios,
generated two important results.

Affordability Deterioration in
Calgary to end 2022

(algary endured the worst deterioration in
housing affordability out of 10 large metropolitan
areas at the end of 2022.

Q42022 Housing affordability in 10 metropolitan areas
0/Q change in mortgage payment on median-price home
(25-year amortization, 5-year term)

n Percentage points of median income
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Although Calgary households face different
situations, the following assumptions guided
the analysis of the future path of affordability.

Median household
income $130,000

[ Housing Costs and the Impact of Recent Monetary Policy Actions

The first result is that housing affordability should improve from
2023 to 2025. Using the average home price in Calgary of around
$580,000, the analysis indicated that a household would need a
minimum annual income of $120,000 in 2023 to qualify for a mort-
gage to buy that average home. That'’s a significant level of income
and well above the average and median income levels for Calgary
households. However, affordability should improve by 2025, with
the minimum required annual income reducing to $105,000 for the
average house.

The second result is that housing affordability will remain challeng-
ing for those households with income below six figures. For those
with household income levels of at least $100,000, the ability to af-
ford the average Calgary home should become attainable sometime
in 2024. That income level should become potential homeowners’
new ‘sweet spot.’ Those with annual incomes below $100,000 would
be too far off acceptable GDS and TDS thresholds for the average
home - it will compel them to explore lower-priced housing options
or the rental market.

In summary, the Bank of Canada’s efforts using monetary policy to
combat inflation has led to lower housing market prices and ad-
versely affected affordability. However, there is hope that the declin-
ing trend will stop in 2024 and improve by 2025.

This textbox is a contribution from three University of Calgary students. It
is an outcome of an ongoing collaboration between The City of Calgary
and the University of Calgary. Students enrolled in Economics 588/611.88
(Digital Economics Capstone) have the opportunity to work with industry
in applying econometrics to develop a solution for an economic resource
allocation problem. For the Winter 2023 term, these students worked with
City of Calgary staff to explore the effects of monetary policy tightening on
housing affordability in Calgary. This textbox articulates some key findings.
Many thanks to the following students for their participation in this insight-
ful project: Sina Taheria (Haskayne School of Business, University of Cal-
gary), Talha Azad (Department of Economics, University of Calgary), and
Sebin Kim (Department of Economics, University of Calgary).

Household Carrying Cost

Comparing Affordability Ratios

Housing and TDS related costs relative to Income (2023)
Il Share of Household Income available for other Uses
M Share of Household Income on Housing and related (TDS) Costs

:l ll ‘l 0 I ..l
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$50,000 $75,000 $100,000 $125,000 $150,000
Housing costs are adding to the financial

constraints facing households at the lower end
of income spectrum.

(=), Property tax
< 0.65718% of
house value

o Monthly car
A payment $500
wan  Monthly credit

card/line of

credit payment
= $2,500

T Other debt
5| payments ¢

Calgary and Region Economic Outlook 2023-2028 | Spring 2023



https://econ.ucalgary.ca/manageprofile/sites/econ.ucalgary.ca.manageprofile/files/unitis/courses/ECON588/W2023/LEC1/ECON588-W2023-LEC1-outline.pdf
https://econ.ucalgary.ca/manageprofile/sites/econ.ucalgary.ca.manageprofile/files/unitis/courses/ECON588/W2023/LEC1/ECON588-W2023-LEC1-outline.pdf
https://itools-ioutils.fcac-acfc.gc.ca/MQ-HQ/MQCalc-EAPHCalc-eng.aspx

Assumptions
The United States Economy

Near-term Real GDP Growth Driven by
Contribution of the Goods-producing Sector

Real GDP growth in the U.S. slowed in 2022 after a strong recovery in
2021 from the 2020 pandemic recession. The Information Technolo-
gy sector led the K-shaped recovery in the U.S. in 2021; however, it
lost steam by the end of 2022 with massive layoffs in big tech com-
panies.

The U.S. economy is forecasted to grow at 1.3 per cent in 2023. This
is partly due to the contribution of the goods-producing sector to
GDP increasing relative to the services-producing sector. For 2023
and beyond, the Made-in-America policy will continue to be a fac-
tor alongside efforts to repatriate sensitive elements of the supply
chain. After decades of job declines in manufacturing between the
1980s and 2000s, total employment in this industry increased to a
fourteen-year high of 13 million people in March 2023.

There is a possibility of a short recession in Q4 2023 and Q1 2024
that will not result in negative annual growth. The risk is higher if
uncertainty around the ability to lift the U.S. debt ceiling increases.
Once inflation is under control and the Federal Reserve Bank of the
U.S. (the Fed) stops raising interest rates, real GDP growth in the U.S.
should decelerate slightly in 2024 (0.8 per cent) before accelerating
to 1.9 per cent in 2025. The goods-producing sector will be one of
the significant growth drivers, with job creation expected in the min-
ing, construction and manufacturing industries.

Inflation Reduction Act to Help Sustain Demand
for Goods, Services, and Workers

The unemployment rate in the U.S. declined quickly post-pandemic.
It has remained below 4.0 per cent since December 2021. Healthy
job growth in the tech sector and manufacturing and construction

U.S. Real GDP Growth

U.S. real GDP should grow ata
modest rate in 2023 and
2024, before picking up again

Inflation in
in 2025-2028, driven by the the U.S. should
goods-producing sector. moderate in
2023 but continue
to remain above
2025-2028
Average I 1.9% the 2.0 per cent
2024 1 0.8% midpoint of the U.S.
‘ Federal Reserve's
2023 I 1.3%

targetin the
forecast period.

! 2022 I 2.1%
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industries absorbed millions of job seekers. The demand for workers
remains exceptionally robust — total unfilled job vacancies in the U.S.
spiked from 7 million in 2019 to 11 million in 2022.

Recently, high inflation and higher interest rates put downward pres-
sure on the demand for some goods and services. In response, tech
companies are lowering their workforce quickly after increasing it to
meet the surge in COVID-19 (work from home) and post-COVID-19
demand. However, overall workforce demand remains very high.
The tight labour market resulted in a higher average hourly wage
increase for all employees from 3.3 per centin 2019 to 5.3 per cent in
2022.CPlinflation in the U.S. averaged 8.0 per cent in 2022, fueled by
demand-pull factors — higher wages, higher house prices, and high-
er activity in the hospitality industry.

For the foreseeable future, the overall labour market should remain
tight. One of the primary motivations for sustained labour market
tightness is the introduction of demand creation measures outlined
in the U.S. Inflation Reduction Act (IRA). It will continue to fuel de-
mand-pull factors and keep the annual average CPI inflation rate
above the 2.0 per cent midpoint of the Federal Reserve’s target. The
annual inflation rate should average 4.2 per cent in 2023, decelerat-
ing to 2.4 per cent in 2024 and between 2.0 and 2.3 per cent from
2025 to 2028.

Unlike Fiscal Policy, Monetary Policy should Shift
to a Pause

As a result of the actions of the Fed, the effective federal funds rate
increased from 0.8 per cent in February 2022 to 4.8 per centin March
2023. In addition, the Fed commenced a quantitative tightening
(QT) process that saw the Fed shrinking its balance sheet, reducing
its total assets from the peak of $8.9 trillion in April 2022 to $8.6 tril-
lion in April 2023.

U.S. Unemployment Rate

S A Ao

U.S. labour market should remain
tight in the forecast period, continuing
to put upward pressure on wage growth
and overall inflation.

2023 3.6% 3.9% i%
2022 2023 2025-2028
average
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Assumptions
The World Economy

The Pace of World Economic Growth Remains
Below the Post-1980 average

The two largest economies in the world - the U.S. and China account
for more than four out of every ten dollars of world economic out-
put. The U.S,, the largest economy, is classified as an advanced econ-
omy because of high per capita income, modern financial institu-
tions, and diversified industry. China, the second largest economy in
the world, is categorized as an emerging and developing economy.
For 2023, both economies should slowdown with adverse conse-
quences for the world economy.

The International Monetary Fund (IMF) provides four world econom-
ic outlook updates each year in January, April, July and October. The
pace of world economic growth was below average in 2022 primari-
ly because of four factors - the War in Ukraine, the COVID-19-related
lockdowns in China, monetary tightening (especially higher interest
rates) across global central banks, and the withdrawal of fiscal stim-
ulus. The optimism in January 2022 gave way to pessimism, reflect-
ed in three consecutive downgrades of global real GDP growth for
2023 to 2.7 per cent by October 2022. China’s re-emergence from
COVID-19-related lockdowns will aid the expected global growth
increase in 2023 to 2.8 per cent. Subsequently, global economic
growth should average 3.1 per cent over the forecast horizon (2024-
2028). It is below the average post-1980 growth rate of 4.4 per cent.

The Continued Shift in World Output from
Advanced to Emerging and Developing
Countries

The growth rate across all emerging and developing countries
should average 3.9 per cent in 2023 before increasing to 4.2 per cent
in 2024. For all 41 countries classified as ‘advanced’ by the IMF, their

expected average 2023 real GDP growth rate is 1.3 per cent, increas-
ing to 1.4 per centin 2024.

A substantial amount of world economic output has shifted from ad-
vanced economies to emerging and developing economies over the

World Real GDP Growth

World Consumer Price Inflation

Global price growth for goods and
services should decrease from 8.7 per
centin 2022 to 7.0 per cent in 2023 and
4.9 per centin 2024,
more slowly than
previously expected.

last 40 years. In the 1980s, the average share of the world’s economic
output (or gross domestic product) attributable to advanced econ-
omies was 63 per cent. Between 2013 and 2022, the share of world
economic output attributable to advanced economies declined
to 43 per cent (look out for a textbox on this phenomenon in the
Fall 2023 Economic Outlook). As a result, emerging and developing
countries now consistently account for over half of global economic
output.

The Global Inflation Rate should Start
Decelerating in 2023

The surge in demand as economies emerged from COVID-19 was
exacerbated by supply chain-related disruptions and led to a 8.7 per
cent inflation rate in 2022 - the highest since 1996. While the rate of
increase in the demand globally for goods and services has slowed,
prices of goods and services should remain elevated in 2023. The
silver lining is that inflation in 2023 should be lower than in 2022.
The rounds of interest rate hikes by central banks across the globe in
2022 to combat inflation should help tame inflation to 7.0 per cent in
2023. Global inflation should return to 3.5 per cent over the forecast
horizon by 2028.

The Growth in Global Trade Continues Despite
Wave of Protectionist Sentiment

Despite the recent wave of protectionist sentiment globally, the an-
nual average growth for global trade over the last ten years is 3.1
per cent. Between 2009 and 2022, global trade activity increased ex-
cept for contractions in 2009 (-10.3 per cent) and 2020 (-7.8 per cent)
because of global recessions. For 2023, global trade growth should
decelerate to 2.4 per cent because of efforts to combat inflation that
would slow regional consumption and investment, thereby reduc-
ing imports and exports. Global trade should increase to a higher
average growth rate of 3.5 per cent between 2024 and 2028 due to a
stable monetary policy regime.

World Trade Volume Growth

5.1%
3.5% 3.5%

2022 2023 2024 2025-2028
average

Weaker growth in global trade in 2023
and beyond due to reduced global demand

2025-2028 after two years of rapid catch-up growth
2022 2023 2024
B from the pandemic
World real GDP growth should bottom out Lk - —— and the spending (M I A
at 2.8 per cent in 2023 and gradually rise II shift from traded Wﬂiﬂ%%ﬂﬂﬂm% E
t0 3.0 per cent in 2024. This is lower than the i W goods back toward _

post-1980 average.

28

average

domestic services. _
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Forecast Tables

Table 1 - Selected Economic Indicators

Rest of the World, United States, Canada, Alberta, Calgary Economic Region (CER) & Calgary Census Metropolitan Area (CMA)
FORECAST COMPLETED: April 2023

| 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
ASSUMPTIONS
World
Real Gross Domestic Product Growth (%) " ‘ 3.6 ‘ 2.8 ‘ -3.0 ‘ 6.2 ‘ 34 ‘ 2.8 ‘ 3.0 ‘ 3.2 ‘ 3.2 ‘ 3.1 ‘ 3.0
The United States
Real Gross Domestic Product Growth (%) | 29 | 23 | 28 | 59 | 21 | 13 | 08 | 19 | 18 | 19 | 20
Canada
Real Gross Domestic Product Growth (%) 2.9 2.0 -5.1 5.0 3.6 0.8 1.2 1.5 1.9 1.8 1.7
Prime Business Loan Rate (%) 3.6 4.0 2.7 2.5 4.2 6.1 54 4.8 4.7 4.6 45
Exchange Rate (U.S.$ for 1CS) 0.77 0.75 0.75 0.80 0.77 0.74 0.77 0.76 0.77 0.77 0.77
Alberta
Real Gross Domestic Product Growth (%) 2.0 0.1 -8.1 49 47 2.5 23 2.3 1.7 1.8 1.9
Total Employment Growth (%) 2.7 1.2 -7.1 5.4 5.2 3.0 1.9 1.9 1.6 1.6 1.6
Unemployment Rate (%) 6.5 6.8 11.3 8.6 58 6.0 6.0 57 54 52 5.0
Housing Starts ('000 Units) ™t 26.1 27.3 24.0 31.9 36.5 34.7 328 32.0 322 323 329
Inflation Rate - CPI (%) 24 1.8 1.1 3.2 6.4 3.4 2.1 2.0 2.0 2.1 2.1
Crude Oil Price - WTI (U.S.$/bbl)* 65.2 57.0 39.2 68.1 94.9 78.7 77.3 75.8 76.3 77.2 78.0
Western Canadian Select - WCS (U.S.$/bbl)* | 38.6 434 27.6 54.4 74.9 58.1 60.7 58.9 60.3 62.9 64.4
Alberta Natural Gas Price - AECO/NIT 15 | 16 | 21 | 35 | 51 | 34 | 37 | 40 4.1 42 43
($/GJ)
Industrial Product Price Index (%) 3.9 -0.1 -04 13.9 12.8 -0.2 0.0 1.3 1.4 1.4 1.4
Raw Materials Price Index (%) 9.2 -2.5 -8.2 324 23.6 -7.5 -1.0 0.3 0.7 0.8 0.8
Alberta Average Wage Rate Increase for All | | g5 | o5 | 15 | 45 | 35 | 24 | 23 24 22 22
Industries (%)**
FORECAST
Calgary Economic Region (CER)
Real Gross Domestic Product Growth (%)* 0.2 2.5 -6.7 3.5 5.0 2.6 3.1 3.1 24 2.3 2.3
Total Employment ('000 people) 863.0 | 891.1 | 835.6 | 870.1 | 9339 | 962.5 | 984.8 | 1,009.3 | 1,030.0 | 1,050.2 | 1,070.1
Total Employment Growth (%) 14 33 -6.2 4.1 7.3 3.1 23 2.5 2.1 2.0 1.9
Unemployment Rate (%) 7.5 7.1 11.6 2.0 6.0 6.4 6.4 6.1 5.9 5.7 5.6
Calgary Census Metropolitan Area (CMA)
Housing Starts (‘000 units) “* 11.0 11.9 9.2 15.0 17.3 15.6 12.8 12.7 12.4 12.3 12.3
Inflation Rate - CPI (%) 24 1.4 1.1 3.2 7.2 3.8 2.1 2.0 2.0 2.1 2.2
Non-Residential Building Construction 21 | 20 | 05 | 40 | 90 | 104 | 34 | 29 | 29 | 09 | 00
Inflation (%)

Numbers may not add up due to rounding.

Sources for historical data:  International Monetary Fund (IMF) 17 Statistics Canada * Bloomberg
** Alberta, Wages & Salaries Per Employee from Conference Board of Canada ¥ Corporate Economics % Canada Mortgage and Housing Corporation (CMHC)
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Forecast Tables l

Table 2 - Selected Indicators for City of Calgary
City of Calgary

FORECAST COMPLETED: April 2023

‘ 2018 ‘ 2019 ‘ 2020 ‘ 2021 ‘ 2022 2023 2024 2025 2026 2027 2028

DEMOGRAPHY

Total Population

(000 people) 1,267.3 | 1,285.7 | 1,307.0 | 1,321.6 | 1,348.6 | 1,389.2 | 1,412.9 | 1,434.2 | 1,455.5 | 1,476.6 | 1,497.6
Total Population Growth (%) 1.7 1.4 1.7 1.1 2.0 3.0 1.7 1.5 1.5 1.5 1.4
Net Migration ('000 people) 1.7 9.6 12.3 6.1 19.7 33.1 15.8 13.7 14.1 14.4 14.7
Household Formation

(000 units) 11.6 6.3 77 5.6 10.4 15.6 9.2 83 83 83 8.2
REAL ESTATE

Residential Market

Housing Starts (‘000 units)* 9.4 10.6 7.9 12.7 14.8 13.1 10.4 10.5 10.3 10.2 10.2

fverage e"gﬁfﬁ?ﬁi?o'b';ﬂ&s 92 | -42 | 01 | 76 | 49 | 30 | 22 | 32 | 30 | 22 | 24

Benchmark House Price

Growth (%)** -0.1 -3.8 -0.9 12.8 12.4 -0.3 1.7 2.7 2.7 2.0 23
Total Building Permits
($billions) 4.5 5.0 34 5.6 57 5.7 6.0 5.5 6.0 6.2 6.3

Numbers may not add up due to rounding.

Sources for historical data: * Canada Mortgage and Housing Corporation (CMHC)  ** Calgary Real Estate Board

Table 3 - Selected Commodity Prices

City of Calgary

FORECAST COMPLETED: April 2023

Unit: per cent | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
CONSTRUCTION COMMODITIES

Iron and Steel Products 8.7 43 -0.8 27.6 214 -28.2 | -13.1 -1.0 2.1 1.8 2.8
Aluminum Products 114 | 08 | -93 | 296 | 263 | 144 | 68 | 55 | 66 | 53 | 39
Wood 76 | 30 | 243 | 530 | 64 | 274 | 61 | 65 | 40 | 09 | -03
Asphalt* 268 | 63 | 95 | 45 | 662 | -105 | 15 | 79 | 25 | 48 | -10

OPERATIONAL COMMODITIES

Rubber -20.3 6.7 0.5 15.2 -7.2 1.7 -0.7 -0.8 0.6 2.1 3.0
Diesel Oil 194 -7.7 -15.4 25.7 41.9 -18.1 -5.0 2.7 3.0 3.2 3.1
Vehicle Parts 2.7 2.0 1.1 23 7.0 -4.9 2.1 0.6 14 -04 0.6

Numbers may not add up due to rounding.

* Based on Ontario Ministry of Transportation Asphalt Price Index
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Table 4 - City of Calgary Population Projection

City of Calgary (thousands of people)

FORECAST COMPLETED: April 2023 SIS FORECAST
(no Civic Census)

2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
Total Population (as of April) 1,267.3 | 1,285.7 | 1,307.0 | 1,321.6 | 1,348.6 | 1,389.2 | 1,412.9 | 1,434.2 | 1,455.5 | 1,476.6 | 1,497.6
T(;?;fi;_;‘;f’cz)'aﬁon Growth Rate (%) | 7 14 17 1.1 2.0 3.0 17 15 15 15 14
Total Net Migration (Apri-March) 11.7 96 12.3 6.1 197 | 331 | 158 | 137 | 141 | 144 | 147
Total Births (April-March) 159 | 153 | 156 | 158 | 153 | 154 | 156 | 155 | 154 | 152 | 15.
Total Deaths (April-March) 6.6 6.5 6.6 7.4 8.0 7.9 7.7 7.9 8.2 8.5 8.8
Total Natural Increase (April-March) 9.3 8.8 9.0 8.4 7.3 7.5 7.9 7.6 7.2 6.7 6.3
Total Households (as of April) 4827 | 489.1 | 4967 | 5024 | 512.8 | 5284 | 537.6 | 5459 | 5543 | 562.5 | 570.7
e pousehold Formation 16 | 63 | 77 | 56 | 104 | 156 | 92 | 83 | 83 | 83 | 82
Population by Cohort 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
0-4 792 | 797 | 796 | 790 | 790 | 796 | 792 | 788 | 781 | 781 | 779
5-9 802 | 800 | 793 | 815 | 820 | 828 | 834 | 836 | 839 | 87 | 838
10-14 719 | 746 | 770 | 778 | 798 | 827 | 843 | 85 | 865 | 870 | 868
15-19 696 | 709 | 708 | 726 | 749 | 783 | 794 | 816 | 841 | 858 | 878
20-24 770 | 782 | 789 | 797 | 810 | 854 | 863 | 8.2 | 859 | 870 | 882
25-29 100.1 = 981 | 974 | 973 | 974 | 994 | 992 | 989 | 992 | 990 | 993
30-34 1140 | 1130 | 1138 | 1143 | 1148 | 1180 | 1167 | 1151 | 1141 | 1133 | 1115
35-39 1078 | 1108 | 1158 | 1148 | 1179 | 1214 | 1237 | 1252 | 1251 | 1251 | 125.7
40-44 966 | 982 | 101.8 | 102.8 | 1063 | 1112 | 1152 | 1182 | 121.7 | 1243 | 126.1
45-49 901 | 913 | 932 | 939 | 958 | 985 | 1003 | 1030 | 1062 | 1095 | 113.1
50-54 852 | 839 | 840 | 865 | 8.8 | 8.9 | 891 | 913 | 930 | 950 | 977
55-59 826 | 832 | 831 | 839 | 842 | 841 | 836 | 839 | 844 | 850 | 854
60-64 69.1 | 721 | 739 | 749 | 769 | 790 | 806 | 81.1 | 816 | 821 | 823
65-69 502 | 525 | 552 | 564 | 602 | 635 | 668 | 70.1 | 731 | 750 | 77.1
70-74 347 | 378 | 402 | 412 | 434 | 468 | 504 | 524 | 548 | 582 | 61.1
75-79 235 | 249 | 258 | 269 | 288 | 313 | 326 | 356 | 385 | 405 | 432
80-84 174 | 176 | 179 | 185 | 194 | 201 | 211 | 219 | 232 | 248 | 266
85-89 116 | 118 | 120 | 123 | 123 | 125 | 129 | 134 | 136 | 143 | 147
90-99 6.3 6.8 7.1 7.1 7.2 7.4 7.7 8.1 8.5 8.8 9.1
100+ 0.3 03 03 03 03 03 03 03 03 03 03
Total 1,267.3 | 1,285.7 | 1,307.0 | 1,321.6 | 1,348.6 | 1,389.2| 1,412.9 | 1,434.2 | 1,455.5 | 1,476.6 | 1,497.6
Youth (12-17 inclusive) 834 | 851 | 867 | 891 | 915 | 958 | 987 | 100.6 | 1024 | 1043 | 1059
fgf?}airr)]’ C?S?IS;’)' Age 177.7 | 1807 | 1829 | 1862 | 1904 | 1964 | 1995 | 201.8 | 204.1 | 2067 | 207.8
Working Age (15-64 inclusive) 8922 8997 | 9127 | 9206 | 936.1 | 962.2 | 974.1 | 9844 | 995.1 | 1,006.1 | 1,017.0
Seniors 65+ 1439 | 1516 | 1584 | 1627 | 1716 | 1819 | 1918 | 201.9 | 2119 | 221.8 | 2321
Super Seniors 85+ 18.1 189 | 193 | 198 | 198 | 202 | 209 | 218 | 224 | 234 | 240
Female Super Seniors 85+ 11.5 12.0 123 12.5 12.6 12.8 13.2 13.6 13.9 14.5 14.8
Average Age | 377 | 380 | 382 | 383 | 384 | 386 | 388 | 39.1 | 393 | 39.6 | 39.9

Numbers may not add up due to rounding.
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Table 5 - Calgary Census Metropolitan Area (CMA) Population Projection

Calgary Metropolitan Area (CMA) (thousands of people)

FORECAST COMPLETED: April 2023 FORECAST

2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 @ 2028
Total Population (as of July) 14835 | 1,514.4 | 1,543.0 | 1,558.6 | 1,608.3 | 1,661.6 | 1,702.2 | 1,736.3 | 1,767.3 | 1,7985 | 1,830.2
T(j’ut,;' Jfr‘,’eﬁ’”'ation GrowthRate (%) | 4 7 21 19 1.0 32 33 | 24 | 20 18 18 18
Total Net Migration (July-June) 14.7 20.9 19.3 7.7 42.2 45.1 31.8 255 22.7 23.2 239
Net Migration 18-24 (July-June) 43 5.4 48 2.8 84 | 108 | 75 5.7 49 49 5.2
Net Migration 28-40 (July-June) 4.1 5.6 6.2 26 | 118 | 153 | 108 | 85 7.5 7.6 7.9
Total Births (uly-June) 179 | 173 | 170 | 166 | 169 | 172 | 177 | 180 | 181 | 182 | 183
Total Deaths (uly-June) 7.4 7.3 7.8 8.7 93 9.1 9.0 9.3 97 | 102 | 106
Total Natural Increase (July-June) 10.5 10.0 9.2 7.9 7.6 8.1 8.8 8.6 8.3 8.0 7.7
Population by Cohort 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 @ 2028
0-4 912 | 909 | 898 | 871 | 876 | 874 | 877 | 885 | 897 | 908 | 920
5-9 937 | 939 | 940 | 945 | 972 | 989 | 992 | 984 | 966 | 954 | 945
10-14 876 | 909 | 940 | 957 | 989 | 1008 | 101.8 | 1026 | 1041 | 1053 | 106.1
15-19 833 | 849 | 85 | 871 | 919 | 973 | 101.0 | 1044 | 1069 | 1087 | 1095
20-24 917 | 935 | 947 | 946 | 978 | 1042 | 1076 | 1092 | 1100 | 111.8 | 1145
25-29 1140 | 1124 | 1103 | 1074 | 1109 | 117.1 | 1213 | 1241 | 1259 | 1272 | 1287
30-34 1292 | 1297 | 1309 | 1293 | 131.3 | 1350 | 1357 | 1351 | 1354 | 1368 | 1388
35-39 1269 | 1312 | 1346 | 1364 | 1398 | 1427 | 1447 | 1468 @ 147.7 | 1482 | 149.1
40-44 1130 | 1164 | 1202 | 1237 | 1296 | 1361 | 1417 | 1457 | 1487 | 1505 | 1515
45-49 1053 | 1072 | 1093 | 1105 | 1135 | 1167 | 1207 | 1252 | 1300 | 1351 | 1402
50-54 964 | 960 | 967 | 99.1 | 1024 | 1045 | 1063 | 1084 | 1102 | 1127 | 1159
55-59 960 | 970 | 972 | 961 | 955 | 944 | 938 | 946 | 973 | 1001 | 1025
60-64 830 | 867 | 893 | 910 | 928 | 940 | 948 | 949 | 941 | 932 | 924
65-69 605 | 648 | 689 | 731 | 784 | 85 | 88 | 882 | 90 | 911 | 923
70-74 435 | 471 | 510 | 542 | 567 | 599 | 639 | 679 | 722 | 765 | 800
75-79 280 | 300 | 320 | 341 | 379 | 417 | 449 | 484 | 515 | 536 | 56.1
80-84 197 | 204 | 211 | 220 | 232 | 249 | 267 | 282 | 301 | 332 | 362
85-89 130 | 133 | 136 | 139 | 141 | 145 | 152 | 158 | 166 | 175 | 187
90+ 7.6 8.2 8.6 8.8 8.9 9.1 9.5 99 | 103 | 108 | 11.1
Total 1,483.5|1,514.4| 1,543.0 | 1,558.6 | 1,608.3 | 1,661.6 | 1,702.2 | 1,736.3 | 1,767.3 | 1,798.5 | 1,830.2
Average Age | 37.8 | 381 | 384 | 387 | 388 | 389 | 391 | 393 | 306 | 39.8 | 40.0

Numbers may not add up due to rounding.
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Table 6 - Calgary Economic Region (CER) Population Projection

Calgary Economic Region (CER) (thousands of people)

FORECAST COMPLETED: April 2023 FORECAST

2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
Total Population (as of July) 15932 | 1,624.9 | 1,654.0 | 1,669.8 | 1,720.6 | 1,7752 | 1,817.3 | 1,852.4 | 1,8843 | 1,9164 | 1,949.0
T{J‘l’flj_frgf“'ation GrowthRate (%) | 46 | 20 | 18 | 10 | 30 | 32 | 24 | 19 | 17 | 17 | 17
Total Net Migration (luly-June) 147 | 215 | 198 | 78 | 433 | 467 | 334 | 267 | 237 | 242 | 251
Total Births uly-June) 188 | 183 | 179 | 175 | 178 | 180 | 185 | 187 | 189 | 190 | 19
Total Deaths (uly-June) 81 | 80 | 86 | 96 | 103 | 100 | 98 | 102 | 107 | 111 | 116
Total Natural Increase (July-June) 10.6 10.3 9.4 7.9 7.6 8.0 8.7 8.5 8.2 7.8 7.5
Population by Cohort 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028
0-4 970 | 966 | 955 | 925 | 931 | 930 | 932 | 938 | 946 | 954 | 965
5-9 1009 | 1009 | 101.1 | 1015 | 1042 | 1060 | 1064 | 1055 | 1036 | 1023 | 1013
10-14 954 | 989 | 1021 | 1038 | 1070 | 1089 | 1098 | 1105 | 1121 | 1132 | 1139
15-19 904 | 922 | 938 | 946 | 997 | 1053 | 1092 | 1129 | 1155 | 1172 | 1180
20-24 974 | 993 | 1006 | 1006 | 1039 | 1102 | 1138 | 1155 | 1168 | 119.1 | 1222
25-29 1194 | 1180 | 1159 | 1129 | 1163 | 1227 | 127.0 | 1299 | 1318 | 1333 | 1350
30-34 1352 | 1356 | 1368 | 1352 | 137.2 | 1412 | 1421 | 1416 | 1421 | 1435 | 1455
35-39 1339 | 1381 | 1413 | 1428 | 1459 | 1486 | 1506 | 1529 | 1539 | 1546 | 15538
40-44 1203 | 1235 | 1273 | 1307 | 1364 | 1428 | 1483 | 1521 | 1550 | 1568 | 157.6
45-49 1130 | 1147 | 1166 | 1177 | 1206 | 1237 | 1277 | 1321 | 1367 | 1418 | 14638
50-54 1041 | 1035 | 1043 | 1067 | 1101 | 1122 | 1139 | 1159 | 1175 | 1199 | 1230
55-59 1044 | 1054 | 1054 | 1040 | 1032 | 1019 | 1013 | 1022 | 1049 @ 1078 | 1102
60-64 908 | 946 | 973 | 991 | 1009 | 1021 | 1030 | 1029 | 1019 | 1007 | 9938
65-69 669 | 715 | 759 | 804 | 860 | 904 | 938 | 963 | 981 | 993 | 1004
70-74 486 | 526 | 566 | 602 | 629 | 663 | 706 | 750 | 796 | 842 | 878
75-79 312 | 335 | 357 | 380 | 423 | 464 | 499 | 537 | 571 | 593 | 62
80-84 217 | 225 | 233 | 244 | 258 | 277 | 296 | 314 | 335 | 369 | 402
85-89 142 | 146 | 150 | 152 | 155 | 160 | 167 | 175 | 184 | 194 | 207
90+ 83 | 90 | 94 | 96 | 96 | 99 | 103 | 108 | 113 | 117 | 122
Total 1,593.21,624.9 1,654.0 | 1,669.8 | 1,720.6 1,775.2| 1,817.3 | 1,852.4| 1,884.3 | 1,916.4 1,949.0
Average Age | 380 | 383 | 385 | 389 | 390 | 391 | 393 | 395 | 39.8 | 400 | 402

Numbers may not add up due to rounding.
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Advanced Economies

The International Monetary Fund recognizes 41 developed coun-
tries and territories as advanced economies: Andorra, Australia,
Austria, Belgium, Canada, Croatia, Cyprus, Czech Republic, Den-
mark, Estonia, Finland, France, Germany, Greece, Hong Kong SAR,
Iceland, Ireland, Israel, Italy, Japan, (Republic of) Korea, Latvia, Lith-
uania, Luxembourg, Macao SAR, Malta, Netherlands, New Zealand,
Norway, Portugal, Puerto Rico, San Marino, Singapore, Slovak Re-
public, Slovenia, Spain, Sweden, Switzerland, Taiwan, United King-
dom and the United States.

AECO-C

Is the central natural gas spot market price for Alberta, measured
in Canadian dollar per gigajoule. Joule is the international measure
of energy. One gigajoule corresponds to one billion joules.

An Immigration Plan to Grow the Economy
The Government of Canada’s ambition by setting higher targets in
the new immigration levels plan of 465,000 permanent residents
in 2023, 485,000 in 2024 and 500,000 in 2025. The plan also brings
an increased focus on attracting newcomers to different regions of
the country, including small towns and rural communities.

Apartment

Within the context of this report and Calgary’s Civic Census, an
apartment is a structure originally designed and built to contain
at least three dwelling units on three or more levels. The dwelling
units share outside entrances. Apartments include rental units and
those that are owner-occupied.

Attached Housing
A property with one floor above ground that shares at least one
wall (or a part of a wall) with another home.

Baby Boomer

As defined by Statistics Canada, a “baby boomer” is a person who
was born between 1946 and 1965. This timeframe is characterized
by a high birth rate in Canada between the end of World War Il in
1945 and the emergence of the birth control pill in the early 1960s.

Bank of Canada

The Bank of Canada is the central bank of Canada tasked to provide
monetary and fiscal stability to the economy.

Business Fixed Investment

Business fixed investment represents the spending by businesses
to increase production capacity. It is traditionally decomposed into
equipment (such as computers and machines), structures (such as
plants, shopping malls, or warehouses), and intellectual property
(such as software and research and development).
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Calgary Economic Region (CER)

Is an Alberta economic region that covers the city of Calgary and
its surrounding twenty cities, towns, villages, and Indian reserves
including: Beiseker (Village), Black Diamond (Town), Carstairs
(Town), Chestermere (City), Cochrane (Town), Cremona (Village),
Crossfield (Town), Didsbury (Town), Eden Valley 216 (Indian re-
serve), Foothills No. 31 (Municipal district), High River (Town),
Irricana (Town), Longview (Village), Mountain View County (Mu-
nicipal district), Okotoks (Town), Olds (Town), Rocky View County
(Municipal district) , Sundre (Town), Tsuu T'ina Nation 145 (Sarcee
145) (Indian reserve), Turner Valley (Town).

Census Metropolitan Area (CMA)

An urban Census metropolitan area (CMA) is an area consisting of
one or more neighbouring municipalities situated around a major
urban core. A CMA must have a total population of at least 100,000
of which 50,000 or more live in the urban core.

Commodities

Commodities are tangible goods that can be bought and sold in
spot or futures markets. Commodities are goods that are usually
produced and/or sold by many different companies. A commodity
is uniform in quality between companies that produce/sell it in the
sense that we cannot tell the difference between one firm’s prod-
uct and another. Examples of commodities include oil, electricity,
metals, cement and agricultural products, such as wheat, corn, and
rice.

Consumer Price Index (CPI)

The Consumer Price Index (CPI) is an indicator of the consumer
prices encountered by consumers. It is obtained by calculating, on
a monthly basis, the cost of a fixed “basket” of goods purchased
by a typical consumer during a given month. The basket contains
products from various categories, including shelter, food, enter-
tainment, fuel and transportation. Since the contents of the basket
remain constant in terms of quantity and quality, the changes in
the index reflect price changes. The CPl is a widely used indicator
of inflation (or deflation) and indicates the changing purchasing
power of money in Canada.

Current Policies Scenario

Canada’s Energy Future 2021 (EF2021) report published by the
Canada Energy Regulator includes two core scenarios: the Evolv-
ing Policies Scenario and the Current Policies Scenario. The central
premise to these scenarios is based on the level of future climate
action, both globally and domestically. The Evolving and Current
Policies scenarios provide projections for all energy commodities
and all Canadian provinces and territories. The core premise of the
Current Policies Scenario is that there is generally no additional ac-
tion to reduce GHGs beyond those policies in place today, implying
relatively higher global demand for fossil fuels and less adoption of
low-carbon technologies.
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Detached Housing
Independent structures that are typically built on land that ex-
ceeds the footprint of the building on each of its sides.

Developing and Emerging Market Economies
This group of countries (155) include developing economies that
are low- and middle-income countries, and emerging economies
that are in transition from developing economies to developed
countries. Some of the largest countries in the world like China,
India, Brazil, and Russia are emerging economies.

Economic Region

An economic region (ER) is a grouping of complete census divi-
sions (CDs) created as a standard geographic unit for analysis of
regional economic activity.

Economy

The term economy refers to the institutional structures, rules and
arrangements by which people and society choose to employ
scarce productive resources that have alternative uses in order
to produce various goods over time and to distribute them for
consumption, now and in the future, among various people and
groups in society. In a free market economy like Canada’s the laws
of supply and demand determine what, how and where goods
and services should be produced, who should consume them and
when. A “strong’ or “healthy” economy is usually one that is grow-
ing at a good pace.

Effective Federal Funds Rate

The US. federal funds market consists of domestic unsecured
borrowings in U.S. dollars by depository institutions from other
depository institutions and certain other entities, primarily gov-
ernment-sponsored enterprises. The effective federal funds rate
(EFFR) is calculated as a volume-weighted median of overnight
federal funds transactions reported in the FR 2420 Report of Se-
lected Money Market Rates.

Employment Rate
The number of employed people expressed as a percentage of the
working age population.

Evolving Policies Scenario

Canada’s Energy Future 2021 (EF2021) report published by the
Canada Energy Regulator includes two core scenarios: the Evolv-
ing Policies Scenario and the Current Policies Scenario. The central
premise to these scenarios is based on the level of future climate
action, both globally and domestically. The Evolving and Current
Policies scenarios provide projections for all energy commodities
and all Canadian provinces and territories. The primary scenario in
EF2021 is the Evolving Policies Scenario. The core premise of the
scenario is that action to reduce the GHG intensity of our energy
system continues to increase at a pace similar to recent history, in
both Canada and the world. Relative to a scenario with less action
to reduce GHG emissions, this evolution implies less global de-
mand for fossil fuels, and greater adoption of low-carbon technol-
ogies.
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European Union

A political and economic union of 27 member states that are lo-
cated primarily in Europe. The IMF expects the European Union to
account for approximately 18 per cent of global GDP in 2022. Some
of the largest economies that are EU member states include Ger-
many, France, Italy, Spain, and the Netherlands.

Fiscal Policy
Also called budgetary policy, the overall program for directing
government spending and taxation for the purpose of keeping
the actual Gross Domestic Product (GDP) close to the potential full
employment GDP, but without overreaching that potential and
causing inflation.

Federal Reserve
The Federal Reserve System is the central bank of the United States
tasked to provide monetary and fiscal stability to the economy.

G7

The international Group of 7 (G7) consists of Canada, France, Ger-
many, ltaly, Japan, the United Kingdom, and the United States. The
G7 comprises of the world’s largest advanced economies and liber-
al democracies. With its members accounting for over half of glob-
al net wealth, the G7 is seen as highly influential in global affairs.

Global Supply Chain Pressure Index (GSCPI)
The Global Supply Chain Pressure Index (GSCPI) was developed
by the Federal Reserve Bank of New York and includes 27 monthly
variables reflecting events within supply chains and transportation
costs in the maritime and air cargo sectors. The index is normalized
so that zero indicates an average value. Any deviation is related to
a stress level, with the extent of the deviation indicative of the se-
verity. Positive values represent how many standard deviations the
index is above the average, implying that supply chains are under
pressure. Negative values are shown when supply chains are func-
tioning well and experiencing limited disruptions or pressure. In its
normal state, the GSCPI is expected to be below zero. Some events,
particularly the onset of a recession, such as the financial crisis of
2008-2009, can remove substantial pressure on supply chains as
demand declines. Therefore, low values are not necessarily reflec-
tive of good economic prospects. Positive variations of the GSCPI
are usually associated with goods and producer price inflation in
major consumer markets in North America and Europe.

Goods-producing Sector
Includes agriculture, forestry, fishing, mining, oil and gas extraction,
utilities (electric, gas and power), construction and manufacturing.

Gross Domestic Product (GDP)

GDP is a measure of the value of all goods and services produced
by the economy. Unlike Gross National Product (GNP), GDP only
includes the values of goods and services earned by a region or
nation within its boundaries.
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Henry Hub

Henry Hub is a natural gas pipeline in Louisiana that serves as the
pricing and delivery location of natural gas futures on the New
York Mercantile Exchange (NYMEX).

Housing Markets

Consists of two markets: new house and re-sale markets referred
to as MLS (Multiple Listing Service). Each is described by different
parameters and followed closely by different statistical bodies: the
Planning and Building Department with The City of Calgary and
Statistics Canada for new houses, and The Canadian Real Estate As-
sociation for the re-sale market.

Housing Units
A general term that refers to single-family houses, townhouses,
mobile homes and/or condominiums.

Housing Starts

A housing start is defined as the beginning of construction work
on a building, usually when the concrete has been poured for the
whole of the footing around the structure, or an equivalent stage
where a basement will not be part of the structure.

IMF

The International Monetary Fund (IMF) is an organization created
in 1945, governed by and accountable to the 190 countries that
make up its near-global membership. The IMF’s primary purpose is
to ensure the stability of the international monetary system—the
system of exchange rates and international payments that enables
countries (and their citizens) to transact with each other.

Index

An economic tool that allows for data comparison over time. An in-
dex number is used to indicate change in magnitude (cost or price)
as compared with the magnitude at some specified time.

Industrial Product Price Index (IPPI)

The Industrial Product Price Index (IPPI) measures price changes
for major commodities sold by manufacturers. The prices collected
are for goods sold at the factory gate. As a result, the prices cov-
ered by the IPPI refer not to what a purchaser pays, but to what the
producer receives.

Inflation Rate
A measure of the percentage change in the Consumer Price Index
for a specific period of time.

Labour Force

The working age population (aged 15+) who are actively involved
in the labour market, which includes those employed and unem-
ployed people. It does not include people who are at their working
age but not working or looking for work.
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MLS

The Multiple Listing Service, or MLS, is a local or regional service
that compiles available real estate for sale submitted by member
brokers and agents, along with detailed information that brokers
and agents can access online.

Monetary Policy

Refers to government measures undertaken to affect financial
markets and credit conditions with the ultimate objective of influ-
encing the overall behaviour of the economy. Monetary policy is
usually the responsibility of the central banks, such as the Bank of
Canada.

Non-Residential Construction Price Inflation
Non-residential construction price inflation measures the overall
price escalation seen in the construction of non-residential build-
ings. This indicator includes the impact of input prices, labour
costs, taxes, fluctuating profit margins and the effect of the overall
economy on demand for local non-residential construction proj-
ects.

OPEC

The Organization of Petroleum Exporting Countries (OPEC) is an
organization of 13 oil producing countries (Algeria, Angola, Congo,
Equatorial Guinea, Gabon, Iran, Irag, Kuwait, Libya, Nigeria, Saudi
Arabia, the United Arab Emirates, and Venezuela) that seeks to ac-
tively manage oil production in its member countries by setting
production targets. OPEC member countries typically produce 40
to 50 per cent of the world’s crude oil, and Saudi Arabia is OPEC’s
largest producer. OPEC is described by most market observers as a
cartel whose actions, particularly those by Saudi Arabia, serve as a
major influence on global oil production and price.

OPEC+

OPEC+ was established in 2016 amid a global economic slowdown
and strong production from U.S. shale producers to stabilize oil
prices by jointly cutting production among its members. OPEC+
describes the 13 members of OPEC plus 10 oil exporting non-OPEC
countries (Azerbaijan, Bahrain, Brunei, Kazakhstan, Malaysia, Mex-
ico, Oman, Russia, South Sudan, and Sudan). Russia is the largest
and most influential oil producing member of OPEC+ who is not a
formal member of OPEC.

Overnight Rate

The overnight interest rate is the rate for overnight (between busi-
ness days) lending among major banks in Canada. It is typically the
lowest of all types of interest rates and influences other interest
rates. The Bank of Canada sets the target for the overnight rate
as one way to conduct monetary policy. Major banks can deposit
money overnight with the Bank of Canada and receive an interest
rate equal to the target rate (the “deposit rate”) or borrow mon-
ey from the Bank of Canada at a rate one-quarter of a percentage
point higher (the “bank rate”).
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Quantitative Tightening

A contractionary monetary policy implemented by central banks
in order to reduce liquidity or reduce money supply. This is usually
done by the central bank reducing its assets on the balance sheets.

Raw Materials Price Index (RMPI)

The Raw Materials Price Index (RMPI) measures price changes for
raw materials purchased for further processing by manufacturers.
As a purchasers’ price index, prices include all charges purchasers
incur to bring a commodity to the establishment gate. They in-
clude transportation charges, net taxes paid, custom duties, as well
as subsidies, if applicable.

Recession

A period in which the economy experiences two consecutive quar-
ters of gross domestic product decreases. During this temporary
period there is a decline in industrial production and trade.

Soft Landing

A soft landing is the goal of a central bank when it seeks to raise in-
terest rates just enough to stop an economy from overheating and
experiencing high inflation without causing a severe downturn. It
is the process of an economy shifting from growth to slow growth
to potentially zero growth as it approaches but avoids a recession.

Unemployment Rate

In Canada, the unemployment rate measures the number of un-
employed people 15 years of age and over as a percentage of the
total labour force (employed and unemployed people) 15 years of
age and over.

WCS

Western Canadian Select (WCS) is the benchmark for emerging
heavy, high TAN (acidic) crudes, one of many petroleum products
from the Western Canadian Sedimentary Basin oil sands.

Working Age Population
Describes people aged 15 to 64.

WTI

West Texas Intermediate (WTI) crude oil is the underlying com-
modity of the New York Mercantile Exchange’s oil futures con-
tracts. Light, sweet crude oil is commonly referred to as “oil” in the
Western world.
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Calgary Economic Region Map
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Who We Are

Corporate Economics provides services in four areas: forecasting, information provision, policy analysis and consulting. We also
monitor the current economic trends which allows us to develop unique insights on how external events are impacting the local
economy and the Municipal government. We are experienced at researching different economic topics and have developed
reliable methods of forecasting and analysis.

Oyin Shyllon Wendy Fan

Manager, Corporate Economics & Regulatory Affairs Leader, Economic Analysis
oyinola.shyllon@calgary.ca wendy.fan@calgary.ca
Chukwudi Osuiji Clyde Pawluk lvy Zhang

Senior Corporate Economist Senior Corporate Economist Senior Corporate Economist
chukwudi.osuji@calgary.ca clyde.pawluk@calgary.ca ivy.zhang@calgary.ca
Paapa Essel Gilbert Lybbert Estella Scruggs

Corporate Economist Associate Economist Corporate Research Analyst
paapa.essel@calgary.ca gilbert.lybbert@calgary.ca estella.scruggs@calgary.ca
Ben Whyte Kenneth Wyllie

Senior Regulatory Analyst Senior Regulatory Analyst

ben.whyte@calgary.ca kenneth.wyllie@calgary.ca

For media inquiry, please contact:
The Media Line at 403.828.2954 or media.relations@calgary.ca
For the technical questions, please contact:

Oyin Shyllon Wendy Fan
Manager, Corporate Economist & Regulatory Affairs  Leader, Economic Analysis
oyinola.shyllon@calgary.ca wendy.fan@calgary.ca

Many of our publications are available on the internet at www.calgary.ca/economy.

The City of Calgary provides this information in good faith. However, the aforementioned organization makes no representation, warranty or
condition, statutory express or implied, takes no responsibility for any errors and omissions which may contained herein and accepts no liability
for any loss arising from any use or reliance on this report.

Sources:

Bank of Canada, Calgary Real Estate Board (CREB), Canada Mortgage and Housing Corporation (CMHC), Canadian Real Estate Association
(CREA), Conference Board of Canada, Federal Reserve Bank of the U.S., Government of Alberta, Government of Canada, International Monetary
Fund (IMF), Organization of the Petroleum Exporting Countries (OPEC), Statistics Canada, Stokes Economics, The City of Calgary, U.S. Energy
Information Administration (EIA), World Bank, and others.
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