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Highlights:
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Retail spending up 0.4 per cent from September, housing and vehicles still weigh on trend
No holiday cheer for the housing market, sales
slip five per cent in November
Population surpasses 5 million people in latest
quarter
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•

Manufacturing sales soften on forestry and
metals production

•

CPI inflation slows to 2.4 per cent

•

Average weekly earnings up 0.2 per cent from
September and 2.7 per cent year-over-year, in
October

Bah Humbug: Retail sales gain in October
but on pace for lowest pace of growth
since 2012
B.C. retail spending rose 0.4 per cent from September
to a seasonally-adjusted $7.16 billion based on higher
motor vehicle sales but continued the softer rangebound trend observed through most of the year.
Year-over-year, seasonally-adjusted sales fell 2.1 per
cent, marking the first negative reading in more than
five years. The Vancouver Census Metropolitan Area
(CMA) led monthly growth with a 1.1 per cent increase
from September but year-over-year performance was
a paltry and down 4.9 per cent.
Despite an October uptick, motor vehicle sales have
generally turned lower. Falling sales in motor vehicles,
furniture and furnishings and electronics have been
the main contributors to the subdued pace of growth
this year. Headline retail sales growth has slowed to
2.6 per cent through ten months of the year, following
full year gains of 9.3 per cent in 2017 and 7.7 per cent
in 2016. At a full year gain of about 2.5 per cent, sales
growth is on track for the weakest pace since a 1.9 per
cent gain in 2012.
Consumers have curtailed vehicle sales (down 0.2 per
cent year-to-date), reflecting high levels of replacement
activity in previous years, the bite of higher interest
rates and elevated debt. Meanwhile, the mild recession in the housing market and fewer home sales has
pulled down demand in related retail stores. Household appliances and furniture sales are trending lower
through 2018, albeit year-to-date sales are in positive
territory at five and three per cent growth, respectively.
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Building material stores have also shown a peak in
sales volume.
Demand for clothing remained robust with growth of
9.2 per cent, year-to-date. Miscellaneous retailers saw
a boost of 3.4 per cent, owing in part to the addition of
cannabis retailers into the data following legalization.
Cannabis retail sales in B.C. reached an estimated
$2.3 million in October and accounted for about five
per cent of national sales.
Much of the retail weakness has been observed in the
Vancouver CMA, which has underperformed the rest
of the province in 2018. Year-to-date sales were up
only 0.5 per cent, while the rest of the province posted
a gain of 4.4 per cent.
With national retail prices up an average of half a
per cent this year and B.C. consumer inflation up an
average of 2.7 per cent this year—real retail growth
has likely been negligible in the range of 0.0 to 2.0 per
cent.
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Retail sales are expected to improve mildly in 2019 to
four per cent. While the housing market remains sluggish, downside momentum has already eased which
should help related retail sales. Employment gains,
wage growth and moderately strong population growth
will further provide a lift.
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A lump of coal for B.C.’s housing market
B.C. housing markets received a lump of coal heading
into the holiday season as B.C. MLS® home sales fell
sharply in November. According to the Canadian Real
Estate Association data, provincial home sales fell five
per cent from October to a seasonally-adjusted 6,000
units, marking a new low for the current downcycle.
Year-over-year, sales were down 33 per cent, although
prior year sales were inflated by buyers looking to
purchase before the implementation of the federal
government’s mortgage ‘stress tests’ in January.
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Further erosion in home values are anticipated. While
the sales-to-active listing ratio—a traditional indicator
of market tightness—is generally at a level deemed
balanced to or sellers’ market for most regions, the
rapid downshift in trend through 2018 matters. This
signals a a further slip in prices in larger metro markets
into 2019.
The average MLS® price reached a seasonallyadjusted $724,689 in November, up 1.5 per cent
from October but down two per cent year-over-year.
Monthly average price levels fluctuate due to both
geographic sales composition and underlying price
trends.
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Several factors are weighing on sales volumes. While
federal mortgage ‘stress tests’ and cuts to purchasing power remain the primary drag on home sales,
provincial measures—such as the introduction of
the speculation and vacancy taxes and higher interest rates—have also constrained demand. Weaker
economic conditions in Alberta may also be curtailing
housing demand in the interior. That said, lower purchasing power on the part of buyers has not been met
by sellers, reflecting strength in the economy and the
labour market. For the most part homeowners do not
need to sell. The wedge in expected sale prices and
buyers’ ability to pay is reflected in low sales volume.
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Monthly home sales declines were observed across
most regions of the province. Seasonally-adjusted
sales in the Lower Mainland-Southwest, which
includes Metro Vancouver, Abbotsford-Mission and
surrounding municipalities declined six per cent during
the month. Sales fell three per cent on Vancouver
Island and five per cent in the central and southern
interior markets. Northern B.C. sales rose two per cent
from October.
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Constant-quality housing price indices, which adjust
for housing attributes, are only available for a few
markets. In the Lower Mainland, the index fell 1.7 per
cent from October (unadjusted) and more than five
per cent from the June peak, but remained up one
per cent from a year ago. Victoria posted a one per
cent monthly decline and showing signs of a mild
downward trend, albeit up 7.1 per cent year-over-year.
Prices on the rest of the Island were flat in recent
months but up a robust 13 per cent year-over-year.
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Who else is coming to town? B.C.
population surpasses five million
B.C. hit a new milestone as its population surpassed 5
million people for the first time on record. As of October 1, B.C.’s population reached 5.017 million persons,
with the province adding 24,635 persons during the
quarter. On a year-over-year basis, the population rose
at moderately strong pace of 1.4 per cent or by 70,763
persons.
Growth in B.C.’s population has largely been driven by
net international migration as net contributions from
other provinces fell into negative territory during the
latest quarter.
Net interprovincial migration has trended lower since
peaking in early 2016, but the third quarter of 2018
was the first time since early 2013 that B.C. lost more
people than it gained (down 1,217 persons). This
trimmed the latest four-quarter period gain to 5,474
persons, compared to the four-quarter gain of 15,186
persons recorded in the third quarter of 2017. The
province has seen a downward trend in people moving
into the province and upward trend in people leaving
the province. Improved economic conditions in other
provinces and affordability factors may have played a
role in this trend. The primary swings over the period
have come from Alberta and Ontario. Third quarter
gains from Alberta were a disappointing 2,265 persons, compared to an 8,550 person gain in the third
quarter of 2017. Four-quarter net losses to Ontario
reached 1,300 persons compared to an 1,834 person
gain in 2017.
International migration trends have been much
brighter. Since bottoming in late 2016, B.C. has seen
a strong uptrend in the flow of international immigrants
moving permanently to Canada and a surge in the
number of non-permanent residents. The latter includes those on work permits, students and to a lesser
extent refugees. Four-quarter net international migration reached 59,466 persons compared to 42,787
persons in the third quarter of 2017. The province may
be benefitting from a wave of interest, as Canada
seeks to increase immigration intakes and would-be
migrants choose Canada over the U.S. due to political
considerations.
Population growth is forecast to remain solid, although
the growth rate dips slightly. Elevated growth is
supported by higher federal intakes, although nonpermanent inflows are expected to partly reverse.
Interprovincial migration will turn higher as work on
the $40 billion multi-year liquefied natural gas project
in northern B.C. draws labour to the province, while
Alberta’s economy lags.
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Forestry and primary metals drag on
manufacturing sector performance
B.C.’s manufacturing sector continued to soften into
the fourth quarter as factory sales contracted for the
fourth straight month. Sales fell just short of $4.68
billion, marking a 0.9 per cent or $40.4 million decline
from September. This compared to a national decline
of 0.1 per cent and growth in nearly all other provinces.
Year-over-year growth in B.C. sales decelerated to
five per cent compared to more than ten per cent pace
during the summer months.
October shipment declines were concentrated in two
sectors—wood product manufacturing (down $77.2
million or 7.2 per cent from September) and primary
metal manufacturing (down $20.7 million or 7.1 per
cent drop in sales). Based on available data, significant
gains offset in October were observed in food manufacturing (up two per cent or $14.6 million), electrical
equipment/appliances and components (up 12.6 per
cent or $10 million) and transportation equipment (up
11 per cent or $22.7 million).
The recent slide in manufacturing sales aligns with the
easing of export sales. While there is some volatility
in monthly values, the downward trend largely reflects
slowing wood product sales following a strong first half
3

of 2018. Lower demand from the U.S. in part due to
hurricanes in the Carolinas and wildfires in California,
have curtailed shipments and lower lumber prices
have contributed to the drop. Lumber exports to China
have generally been weak in 2018. Primary metal
production has also declined but could reflect lower
prices. Outside of these sectors, manufacturing sales
momentum has remained positive, reflecting domestic
demand and a boost in exports from a low Canadian
dollar.
Year-to-date, manufacturing sales were up 9.3 per
cent through October, with non-durable shipments up
10 per cent, and durable goods production up 8.7 per
cent. Despite the recent lull, wood product shipments
were up 6.9 per cent while primary metals were down
7.5 per cent. Paper manufacturing sales rose sharply
by 25 per cent. Fabricated metal production rose
sharply by 51 per cent.
Going forward, a low Canadian dollar and solid
demand within B.C. will support the manufacturing
sector, but there are clear downside risks. The ongoing
trade dispute between the U.S. and China is weighing
on global growth prospects and could deepen. If that
happens, export demand for B.C. goods and commodity prices will ease, dampening manufacturing activity.
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Jingle Jangle more coins to spend
as consumer price inflation slows on
gasoline prices
Similar to the rest of the country, consumer price inflation (CPI) fell sharply in November owing to a steep
deceleration in gasoline prices. Year-over-year growth
in CPI for B.C. fell from 3.0 per cent in October to 2.4
per cent in November. Since peaking in July, headline
inflation has softened but remained highest among
provinces and above the national rate of 1.7 per cent.
As noted, gasoline prices were the main drag on headline inflation. Gas prices fell sharply by 7.4 per cent
in October, cutting year-over-year growth from 16 per
cent in October to 0.7 per cent in November. Excluding
energy products, the slowdown in CPI inflation was
more benign, slowing from 2.7 per cent to 2.4 per cent
year-over-year in November.
Among other product segments, food prices accelerated from 1.9 per cent in October to 2.2 per cent
year-over-year in November. Shelter costs were steady
at 2.8 per cent, driven by a 3.3 per cent increase in
owned accommodations. Higher taxes and mortgage
interest costs have contributed to the increase in
shelter costs. Other highlights include a whopping
8.1 per cent year-over-year increase in child care
and housekeeping services, reflecting wage inflation
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in services. Public transportation costs have also
jumped, with year-over-year growth at 6.3 per cent led
by inter-city transport costs.
Broadly, stronger inflation pressures in B.C. reflect a
stronger economic growth profile compared to other
provinces and tight labour market, which is contributing to higher wages. Higher costs are passed through
to final consumers.

Festive cheer as hiring and average
weekly earnings up in October
Non-farm payroll data pointed to further expansion in
B.C. employment and wage earnings in October heading into 2019. Average weekly earnings (seasonallyadjusted) increased 0.2 per cent (or $2.20) to $978.30,
partly reversing September’s decline. While various
factors contribute to headline earnings, including
industry composition, experience, hours worked
and occupations, the trend has risen through 2018.
Year-over-year, earnings were up 2.7 per cent, with
the underlying trend up three per cent. This exceeded
the national year-over-year increase of 2.5 per cent,
although gains in most other provinces were higher
than B.C. in October.
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The fixed weighted index of average hourly earnings,
which maintains constant industry composition was
up 1.4 per cent year-over-year, pointing to growth from
higher quality jobs, experience, and overtime pay.
Relative to September, industries posting stronger
earnings growth included mining and oil and gas extraction (up 2.6 per cent to $2,095.43), retail trade (up
4.6 per cent to $639.16) and information and cultural
(up 4.4 per cent to $1,384.32).
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Compared to year-ago levels, most industries have
posted higher average weekly earnings. Goodsproducing sectors were up 3.1 per cent, led by forestry
(up 19 per cent) and mining and oil and gas (up 14
per cent). These were offset by a 2.7 per cent dip in
manufacturing and a 6.0 per cent drop in utilities earnings. The services-sector’s 2.6 per cent increase in
weekly earnings was led by a 7.9 per cent increase in
real estate rental and leasing, a 7.2 per cent increase
in retail trade and a 6.1 per cent increase in accommodations and food services. In contrast, weekly
earnings fell 3.1 per cent in education and 3.2 per cent
in wholesale trade.
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Payroll employment expansion slowed in October, with
levels up only 0.1 per cent from September to 2.306
million persons. This was the slowest monthly gain
since July but followed strong gains in both August
and September of about 0.4 per cent. Moreover, levels
were up 3.6 per cent (or 81,264 persons) over the
same-period of 2017, which led all provinces.
Year-over-year gains have been led by the goodssector (up 5.0 per cent), particularly in utilities (up 23
per cent). This likely reflects work on the Site C dam
as well as growth of more than seven per cent in both
mining and construction. Strong goods-sector employment contributes to higher headline average weekly
earnings growth given the higher wages in these
sectors. Service-sector employment rose 3.3 per cent
year-over-year with strong growth in information and
culture industries (up 10 per cent), which includes
some tech workers, a seven per cent in wholesale
trade and a nine per cent increase in arts and entertainment/recreation.
The combination of higher employment and average
weekly earnings point to strong growth in aggregate
labour income in 2018, which continues to support
consumer demand.
Bryan Yu
Deputy Chief Economist
byu@central1.com / P 604.742.5346
Mobile: 604.649.7209

5

