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This article provides an integrated summary of recent changes in output, consumer prices, employment, 
and household finances. It highlights changes in the economic data during the second half of 2022 and 
into the winter months. The article also examines how economic conditions have changed as borrowing 
costs have risen. 

The report is based on data that are publicly available as of March 31, 2023. New insights on Canada’s 
economy and society three years after the start of the COVID-19 pandemic are now available, including 
analysis on demographic trends and the interconnectedness of current economic and social challenges, 
in addition to a special piece on Consumer price inflation, recent trends and analysis for more on the 
determinants of higher prices. Monthly information on government, business, and financial market 
developments, including public health measures related to the pandemic, is available at Canadian 
Economic News (Statistics Canada n.d.). Monthly commentary on economic developments related to 
COVID-19 can be found at Canadian Economic Dashboard and COVID-19 (Statistics Canada n.d.). 

Overview 

Economic activity slowed during the second half of 2022 as businesses and households adjusted to 
higher borrowing costs. Business entry slowed and investment in housing contracted sharply. Household 
spending rose late in the year, while merchandise export volumes and non-residential business outlays 
edged down.  Employment strengthened as the unmet demand for workers eased. Business labour 
productivity remained near pre-pandemic levels while unit labour costs continued to trend higher.   

Headline consumer inflation eased during the second half of 2022, while prices for many household 
essentials, including food and shelter, remained elevated. Food inflation rose into double-digit territory, 
while higher mortgage interest costs put upward pressure on shelter prices. Housing affordability 
deteriorated as mortgage and non-mortgage borrowing grew at a slower pace.    
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Economic growth stalls as domestic demand edges higher 

Real gross domestic product (GDP) was basically unchanged in the fourth quarter after rising 0.6% in 
the third. The flat read on headline GDP followed five consecutive quarters of growth. Slower inventory 
buildups, lower investment in housing, and lower business outlays on machinery and equipment (M&E) 
were offset by increases in household and government spending and improvements in net trade (Chart1). 

Real GDP in fourth quarter was 2.1% higher than in the fourth quarter of last year, and 2.9% above pre-
pandemic levels observed in late 2019.  

Following record stockpiling earlier in the year, lower inventory accumulation weighed on economic 
activity in the fourth quarter, reflecting smaller buildups of manufacturing products and retail and 
wholesale durables.  

Investment in housing also detracted from growth as borrowers continue to adjust to higher financing 
costs. Outlays on housing fell for the third consecutive quarter (-2.3%) as renovations, resale activity, 
and new construction all declined. Total residential investment in the fourth quarter was about 2% below 
pre-COVID levels (Chart 2). 
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Non-residential business investment also declined in late 2022 after six consecutive quarterly increases. 
Combined business outlays on non-residential structures and M&E were down 1.4% as lower spending 
on M&E offset higher outlays on structures. Investment in M&E fell 7.8%, reflecting lower outlays on 
industrial machinery and equipment, computer equipment, and aircraft and other transportation 
equipment, while spending on engineering structures rose for the ninth consecutive quarter. Business 
outlays on intellectual property products continued to increase, advancing for the fourth consecutive 
quarter. 

Merchandise exports edged down 0.3% in the fourth quarter, reflecting lower shipments of metal 
products, energy products, and motor vehicles and parts. Service exports rose 2.9%, bolstered by higher 
travel volumes. Total export volumes in the fourth quarter were 3% below pre-pandemic levels. 

Goods imports were down 3.4% in the quarter, led by lower shipments of pharmaceuticals, computer 
equipment and electronics. Service imports fell 2.1%. Despite the pullback, total import volumes 
remained nearly 5% above pre-COVID levels. 

Household expenditures strengthened late in the year as outlays on consumer durables rebounded. 
Household spending rose 0.5%, supported by purchases of new and used vehicles as easing supply 
disruptions improved the ability of automakers to meet consumer demand.1 Household spending on food 
products fell for the seventh consecutive quarter but remained just above pre-pandemic levels. Total 
spending volumes in late 2022 were 3.3% above their pre-pandemic benchmark. 

Final domestic demand, supported by higher spending on consumer durables, rose 0.3% in the fourth 
quarter, offsetting a 0.2% decline in the third. Final domestic demand in late 2022 was 4% above pre-
COVID levels.   

1. For an analysis of easing supply chain disruptions, see Analysis on supply chain challenges and conditions in Canada, first 
quarter of 2023 (statcan.gc.ca). 
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Household incomes continue to rise 

Household disposable income rose 3.0% in the fourth quarter, buoyed in part by enhancements in 
government benefits.2 Income gains outpaced the growth in current dollar consumption (+1.6%), pushing 
the savings rate up to 6.0%. Both household disposable income and saving remain well above their pre-
pandemic benchmarks. Disposable income in the fourth quarter was almost 20% above pre-COVID 
levels, while the savings rate was over twice the rate observed in late 2019. 

Business productivity continues to trend lower 

Business labour productivity, a measure of the volume of goods and services produced per hour worked, 
posted its ninth decrease in the last ten quarters. Labour productivity in the fourth quarter was slightly 
below its pre-COVID baseline, while unit labour costs, which measure the payments to labour required 
to produce a unit of output, were almost 17% above levels observed in late 2019 (Chart 3). Lower 
productivity in the goods sector weighed on business productivity late in year, while productivity rose in 
the service sector for the first time since the initial COVID lockdowns.3

2. These enhancements included a one-time Goods and Services Tax credit top-up and a 10.0% increase in Old Age Security 
payments for seniors aged 75 years and over; see The Daily — Gross domestic product, income and expenditure, fourth 
quarter 2022 (statcan.gc.ca).  

3. For an analysis of recent labour productivity trends, see Research to Insights: Investment, Productivity and Living Standards. 
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Output growth slows in late 2022 

Economy-wide output edged down in December 2022 after rising steadily over much of the year. The 
pace of growth slowed in late 2022 as lower business sector output was offset by higher activity in public 
sector industries 4 (Chart 4). Lower mining and oil and gas extraction weighed on output growth in the 
fourth quarter. 

Activity at several client-facing services levelled off during the second half after ramping up earlier in the 
year following Omicron-related disruptions. Accommodation services, buoyed by rising travel volumes, 
posted gains in four out of the last six months, recovering to within 6% of its pre-COVID benchmark. Food 
services and drinking places posted three gains in the second half as volumes at year end remained 
almost 9% below pre-pandemic levels. Air transportation advanced steadily from February to November 
before severe winter storms weighed on activity in December, ending the year 30% below its pre-COVID 
benchmark.  Arts, entertainment, and recreation also advanced throughout much of the second half.  

After a recent peak in May 2022, retail volumes moderated, posting two gains during the last six months 
of the year. Activity was up 1.3% in December, bolstered by higher sales at motor vehicle and parts 
dealers. Overall retail volumes at year end were over 4% above pre-pandemic levels. 

Output continued to pull back in sectors directly impacted by higher interest rates. Activity at real estate 
agents and brokers fell steadily from March to December and, at year end, was almost one quarter below 
pre-pandemic levels. Residential building construction declined for the eighth time in nine months in 
December but remained about 3% above its pre-COVID baseline. Legal services, which are strongly 
influenced by housing market activity, fell steadily from March to November before edging higher at year 
end.   

Lower output in mining and oil and gas extraction and manufacturing weighed on economy-wide output 
late in the year. After reaching a record high in September 2022, production in the oil sands fell from 

4. Public sector industries, which include health care and social assistance, education, and public administration, made sizable 
contributions to output growth in both the third and fourth quarters.  
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October to December as scheduled and unplanned maintenance events impacted activity.5

Manufacturing output was down four out of the last six months of the year as both durable and non-
durable production pulled back.  

High-technology services continued to expand steadily. At year end, activity related to computer systems 
design has increased for 20 consecutive months and was 27% above pre-pandemic levels. Similarly, 
scientific research and development services has expanded for 18 consecutive months, ending the year 
24% above its pre-COVID baseline.  

Economy-wide output rose swiftly in January 2023 as 17 out of 20 major industries posted gains. 
January’s headline (+0.5%) marked the largest monthly increase since public health measures where 
being eased early in the year. Statistics Canada’s advance estimate of real GDP points to a 0.3% 
increase in February.  

Headline inflation eases while food prices continue to rise 

After peaking at 8.1% in June, headline consumer inflation eased during the second half of 2022, 
decelerating to 6.3% by year end. The slower pace of price growth after mid-year largely reflected lower 
prices for gasoline, while higher mortgage interest costs put upward pressure on the headline rate. 
December marked the 21st consecutive month that headline inflation had been above three percent, and 
the 10th consecutive month above six percent. Annual price growth excluding gasoline was also 6.3% at 
year end as inflationary pressures remain widespread. 

Consumer inflation continued to ease in early 2023 as base-year effects put downward pressure on the 
headline rate.6 After edging below the six percent mark in January, headline inflation slowed to 5.2% in 
February, the largest deceleration in the all-items index since the onset of pandemic. Measured on a 
month-over-month basis, consumer prices rose in both January and February after declining in 
December.7  Consumer prices have risen in 23 out of 26 months since inflationary pressure began to 
build in early 2021. 

Food price inflation has shown little signs of easing. Yearly price increases for groceries rose into double-
digit territory from August to February, averaging 11.1% over this seven-month period. While the growth 
in meat prices moderated, annual price increases for fresh fruit and fresh vegetables remained elevated, 
averaging 11.2% and 11.7% respectively, since mid-2022.  Yearly price increases for pasta products, 
which were heavily impacted by Russia’s invasion of Ukraine, have averaged 21.4% since mid-2022, 
while price growth for dairy products, bolstered by increases in farm gate prices in early 2022, have 
averaged 10% during this period.    

The steep rise in food inflation during 2022 was exceptionally broad-based with elevated price increases 
affecting a larger amount of food spending.8 In mid-2022, about one third of total spending on grocery 
items was on products that had seen yearly price increases of more than 10%; by year end, about two 
thirds of grocery expenditures were on items with price increases in this elevated, double-digit range 
(Chart 5). 

5. For background, see The Daily — Gross domestic product by industry, December 2022 (statcan.gc.ca). 
6. For a visual analysis of these base-year effects, see The Daily — Consumer Price Index, February 2023 (statcan.gc.ca). 
7. Before adjusting for seasonality, overall prices rose 0.5% from December to January and 0.4% from January to February.   
8. For an analysis of the buildup in inflationary pressure, see Assessing the rise in broad-based inflationary pressure during 

2021 and 2022 (statcan.gc.ca) and Research to Insights: Consumer price inflation, recent trends and analysis 
(statcan.gc.ca).   
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Shelter costs remain elevated but have risen at a slower pace in recent months amid the pullback in 
housing market activity. After peaking at 7.4% in the spring of 2022, shelter costs, measured year-over-
year, eased to 7.0% at year end, before slowing further in January (6.6%) and February (6.1%). Lower 
homeowners’ replacement costs (which reflect prices for new homes) and other owned accommodation 
expenses (which include commissions on real estate transactions) have contributed to the moderation in 
shelter costs. At the same time, rising mortgage interest costs have put upward pressure on shelter costs 
as homeowners adjust to higher interest rates. In February 2023, mortgage interest costs rose at their 
fastest year-over-year pace (+23.9%) in over four decades.    Rental prices have also risen as demand 
has ramped up. Yearly price increases for rental accommodation, which reflect both older and more 
recent rental contracts, rose to 5.9% in late 2022, before easing to 5.4% in February 2023.  

Rising food prices and shelter costs continue to be key financial stressors for Canadian families. In late 
2022, about three quarters of Canadians were very concerned about rising food prices and about one in 
three Canadians lived in a household that had difficulty meeting its financial needs over the past year.  
Almost half of Canadians (+44%) in late 2022 said they were very concerned with their household’s ability 
to afford housing or rent. One in four Canadians also reported that they were unable to cover an 
unexpected expense of $500. Young adults were among those most concerned, with almost half of 35 to 
44 year-olds (+44%) reporting difficulties meeting their financial needs in the previous 12 months.9

9. For more information, see The Daily — One in four Canadians are unable to cover an unexpected expense of $500 
(statcan.gc.ca). 
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Employment surges on gains in full-time work  

The labour market remained resilient during the second half of 2022. After moderating during the spring 
and summer months, employment strengthened late in the year with gains from September to December 
totalling 164,000. All of the net growth in the fourth quarter was in full-time work and heavily concentrated 
among private-sector employees (Chart 6). Higher employment among young workers accounted for 
more than half of the net increase over this three-month period. Broad-based increases across industries 
were led by higher employment in construction and professional, scientific, and technical services. By 
year end, the unemployment rate had edged down to 5.0%, near the record low of 4.9% reported in June 
and July.  

Employment surged by 150,000 in January, led by gains among core-age workers and private sector 
employees. Most of the headline increase was in full-time work. Employment held steady in February as 
the number of private sector workers continued to edge higher. Cumulative gains over the first two months 
of 2023 were led by higher employment in wholesale and retail trade, which rebounded from losses in 
late 2022, and increases in health care and social assistance. Total hours worked also rose sharply in 
early 2023, advancing 0.8% in January and 0.6% in February.  

Three years after the start of the COVID-19 pandemic, employment rates among core-age men and core-
age women are near record highs and well above pre-pandemic benchmarks. In February, 85.1% of 25 
to 54 year-olds were employed and their unemployment rate stood at 4.3%. Employment rates among 
young men and women are also well above pre-pandemic levels, while proportionally fewer people aged 
55 and over are working due to the impacts of population aging.10

10. The impacts of the population aging on the labour force are examined in Research to Insights: Recent Economic and Social 
Developments (statcan.gc.ca). 
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Unmet demand for workers eases  

After peaking at over one million in the spring, job vacancies trended lower in the second half of 2022, 
declining to 854,000 by year end (Chart 7). Many sectors reported lower vacancies during this period, 
with sizable pullbacks in accommodation and food services and administrative and support services.11

Job vacancies edged up in January 2023, led by increases in transportation and warehousing and 
healthcare and social assistance. Vacancies in healthcare and social assistance rose to a record high of 
162,000, more than twice their pre-pandemic level. Labour markets remained tight into the new year 
with 1.2 unemployed persons for every job vacancy, a level which has remained virtually unchanged 
since the summer months.  

The unmet demand for lower-skilled positions moderated as employment ramped up during 2022.  In the 
fourth quarter, the number of vacancies for positions requiring a high school diploma or less was down 
12.8% from levels in late 2021, while vacancies for positions requiring a bachelor’s degree or higher were 
up 6.9%. Average offered hourly wages for vacant positions rose 8.5% during this period, partly due to a 
shift in the relative composition of vacancies from lower to higher wage occupations.12 Adjusting for 
compositional changes, the year-over-year increases in offered wages was 5.9%.13  Customer and 
service representatives along with nurse aides, orderlies and patient service associates had among the 
largest increases in offered wages. 

11.Administration and support services also include waste management and remediation services.  
12. As a result, the proportion of job vacancies requiring a high school diploma or less fell to 58.0% of total vacancies in the 

fourth quarter, down from 62.2% a year earlier. 
13. For background, see The Daily — Job vacancies, fourth quarter 2022 (statcan.gc.ca).  
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Household wealth increases as leverage ratios improve in late 
2022   

After cumulative declines of nearly $1.2 trillion during the second and third quarters, household net worth 
rose by $181 billion in the fourth as stronger equities offset continued declines in housing. Despite heavy 
losses earlier in the year, household wealth, at $15.3 trillion, remained 23.4% above pre-pandemic levels 
in late 2022.  

Household mortgage and non-mortgage borrowing increased at slower pace in the second half. The ratio 
of household credit-market debt to disposable income declined to 180.5%, while the household debt-to-
asset ratio fell to 15.7%, about 50 basis points under its pre-COVID benchmark. The value of household 
currency and deposits topped the two trillion mark in late 2022 and was 31% above levels observed in 
late 2019. 

Higher living costs and falling asset values over the course of 2022 negatively impacted net saving and 
wealth, especially among households with lower incomes and younger age profiles. Income inequality 
narrowed in 2022 due to sizable increases in employment income among lower earning households. At 
the same time, wealth inequality rose but remained below pre-pandemic levels.   
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