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Regional Economic Outlook

Kootenay

The Kootenay Economic Region is home to about 
148,000 residents and comprised of many small 
towns and municipalities, with the largest areas being 
the census agglomeration of Cranbrook and City of 
Nelson. 

Despite a small population base, the regional econ-
omy is diverse with a mix of tourism and resource-
producing sectors. Given relative proximity, Alberta 
tourism is a key driver for recreation, tourism and 
secondary housing activity in areas like Cranbrook, 
Invermere, Kimberley and Fernie. However, the region 
is also home to Teck Resources coalfi eld operations 
near Elkford and a lead-zinc smelter in the western 
Kootenay at Trail. Other key industries include for-
estry and agriculture. 

Soft economic conditions in the Kootenay continued 
through 2016 as low metallurgical coal prices in 
recent years have held back capital investment, while 
Alberta’s recession weighed on the labour market 
and remained an anchor on housing demand. These 
factors have more than offset tourism and forestry 
sector expansion. 

Average employment tracked lower through 2016 
with year-over year declines at more than three per 
cent being the most severe among regional areas. 
Unemployment is elevated near eight per cent and 
would be higher if not for a pull-back in labour force 
participation and lower population growth. That said, 
there has been intra-regional movements including 
Fortis’ relocation of its B.C. Kootenay Operations 
Centre and 100 employees to Castlegar from South 
Slocan.

Alberta’s recession has a direct impact on regional 
labour market statistics given a signifi cant number 
of individuals residing in the Kootenay, but employed 
across the Rockies. Central 1 research points to the 
Kootenay having the second highest proportion 
of interprovincial employees in B.C., next to the 
Northeast, at near seven per cent. While this fi gure 
is from 2011, challenging conditions across the B.C. 
interior have limited the degree to which these 
individuals could fi nd work elsewhere in B.C. Employ-
ment insurance benefi ciary counts suggest higher 

unemployment rates in the East Kootenay region.  As 
a high-unemployment region, impacted workers in 
the Kootenay are eligible for extended EI benefi ts.

Aligning with a weak labour market and contributing 
to the low growth state is a lack of new construction, 
both residential and non-residential. Housing demand 
continues to underperform, and while sales have 
improved signifi cantly from a year ago, conditions 
remain shallow and modestly oversupplied driving 
a mild uplift in resale prices. While the supply over-
hang from overbuilding in the mid-2000s gradually 
diminishes, excess supply persists. Lack of household 
growth has held back new housing demand.

Lower employment through early 2016 is driving a 
3.5 per cent annual contraction but that marks a 
cyclical bottom. Mild growth of about half of a per 
cent is anticipated in both 2017 and 2018 owing 
to an economic environment that remains mixed. 
Unemployment is forecast to average about 8.0 per 
cent. 

Population has contracted with regional economic 
challenges. Population contracted in 2015 by 0.1 
per cent, owing to declines in the Grand Forks and 
Rossland-anchored Kootenay Boundary area. Since 
peaking in 2009, the number of residents in the 
Kootenay has generally been on a downswing, except 
for a 2014 uplift.  While caution is warranted when 
examining regional estimates, downward momentum 
has refl ected a combination of weaker intra-provincial 
migration, international infl ows, as well a drag due to 
the region’s older age demographic. 

Kootenay
Labour Market Forecast
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With the regional economy dependent on a combina-
tion of commodity sector investment, recreation 
demand, and population growth the Kootenay 
economy is forecast to remain in a holding pattern 
over the next two years, with risks to both the upside 
and downside. 

Prospects for the regional coal market have improved 
after a challenging few years. Global metallurgical 
coal prices have surged recently owing mostly to 
regulatory moves in China that have cut domestic 
capacity and other supply-side shocks have generated 
the best pricing environment in years and mark an 
improvement to B.C.’s coal sector profi tability. The 
question is whether high prices can be maintained 
as Chinese and global economic growth generally 
remains subdued. Risks to coal prices are a reversal of 
China’s policy and increased global production given 
high prices. 

Consensus is for coking coal to retrace a signifi cant 
portion of the gain, given underlying demand funda-
mentals. Consensus Forecasts’ outlook is for coking 
coal prices to fall 30 per cent to $108/metric tonne 
by the end of 2017, with a drop to $100 through 
2018. We anticipate coal miners to be cautious in this 
environment, but sector activity can only improve.  
Nonetheless, coal looks to have passed its low 
point, which will provide stability for the region and 
related-investments. Recently, Teck Resources’ Baldy 
Ridge extension at it Elkview operations received its 
environment assessment certifi cate.1 With a six-year 
construction period, which will ultimately supply 6.8 
million tonnes of clean coal annually through 2045, 
the project will provide temporary construction jobs 
and help sustain the current mine workforce. 

Strengthening forestry sector demand has main-
tained timber harvest levels in the Kootenay at 
elevated levels, with the 2016 total harvest broadly 
in line with a year ago thus far. Harvest levels over 
the past few years hover at pre-recession levels and 
are about 80 per cent above recession lows in 2009. 
Steady gains in U.S. housing demand, relatively 
benign impacts in the region from the mountain pine 
beetle epidemic contribute to high levels of produc-
tion. However, the lack of a new softwood lumber 
agreement and likelihood of punitive tariffs going 
forward are a negative risk to sector production, 
particularly given location advantages of the U.S. 
market for southern interior timber. 

Tourism is expected to continue as a bright spot for 
the region as the low Canadian dollar will attract 
1  http://castlegarsource.com/news/baldy-ridge-
extension-keeps-jobs-east-kootenay-42624#.V__ARiSXB40

visitors from the U.S. as well as those Canadians look-
ing to stay north of the border for the same reason. 
Room revenues associated with accommodations in 
the region are up more than 10 per cent in the areas 
of Fernie, as well as Castlegar, Nelson and Rossland, 
with mild gains in Invermere and Radium.

Stabilization in Alberta’s economy will be helpful for 
the region. Although low oil prices will keep capital 
spending on the backburner and limit interprovincial 
hiring, growth will provide further support for sectors 
such as tourism and recreational housing. 

Nevertheless, non-residential investment will take 
a cue from regional economic trends. While up this 
year by a projected fi ve per cent, due in large part 
to the Fortis B.C. relocation, and gains in Invermere 
and Rossland, which offset sharp declines in Nelson 
and Trail, we anticipate a moderation back to more 
normal levels going forward. Private sector drop in 
permits push dollar-volume non-residential activity 
back to the $50 to $55 million-dollar range in 2017 
and 2018. A sharp drop in 2016 public-sector invest-
ment rebounds.

Kootenay Housing Market Activity
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With mild employment growth and fl at population 
levels expected for 2017 and 2018 and tighter 
mortgage credit conditions, regional housing activity 
is forecast to lose some momentum in 2017. Sales are 
forecast to decline four per cent in 2017, after a nine 
per cent gain this year, with fl at sales in 2018. Aver-
age home prices are forecast to hold range-bound 
near $245,000. Diminishing excess housing inventory 
and higher sales volume are forecast to lift new home 
and renovation spending in 2016, providing a fi ve per 
cent lift to residential building permit volume with 
growth of about two per cent in 2017 and four per 
cent in 2018.
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Kootenay 2014 2015 2016 2017 2018
Labour Force (000s) 72.5 74.6 72.3 72.8 73.3

% ch. -10.7 2.9 -3.1 0.7 0.7

Total Employment (000s) 67.5 69.0 66.6 66.9 67.3

% ch. -11.8 2.2 -3.5 0.5 0.6

Unemployment Rate 6.9 7.4 7.9 8.1 8.1

Residential Transactions 2,710 2,778 3,020 2,900 2,870

% ch. 15.1 2.5 8.7 -4.0 -1.0

Median Price 240,000 236,850 242,000 244,000 245,000

% ch. 2.1 -1.3 2.2 0.8 0.4

Residential Permits ($ millions) 204.3 182.2 191.0 195.0 203.0

% ch. 23.2 -10.8 4.8 2.1 4.1

Non-Residential Permits ($ millions.) 58.8 82.8 86.6 55.0 52.5

% ch. 17.6 40.8 4.6 -36.5 -4.5

  Private Non-Res Building Permits ($millions) 36.2 78.6 73.4 45.0 43.0

  % ch. -9.1 116.8 -6.6 -38.7 -4.4

  Public Non-Res Building Permits ($millions) 22.6 4.2 13.2 10.0 9.5

  % ch. 122.7 -81.4 215.3 -24.2 -5.0

Population (000s) 148.5 148.4 148.3 148.3 148.3

% ch. 0.3 -0.1 -0.1 0.0 0.0

Sources: Statistics Canada,  Landcor, C1CU

notes: Housing sales and prices represent arms-length resale land-title transfers for detached, attached and apartment 
units


