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Federal and Provincial Post-pandemic Infrastructure Spending
As the pandemic begins to fade
at a time when the economy is
humming above pre-pandemic
levels with full-employment and
high inflation, federal and
provincial governments have
announced significant increases
in infrastructure spending. Across
Canada, federal and provincial
governments have committed
hundreds of billions of dollars to
infrastructure in housing, climate
change mitigation, carbon
capture, conservation,
adaptation, building new supply
chains, health care, and
transportation.
These investments are being
made possible by rising
government revenues and the
unwinding of pandemic era
spending that supported
household incomes and health
care capacity. The anticipated
uptick in capital spending will

represent a significant
investment in Canada’s future
growth, directly building capacity
in critical infrastructure. Public
sector capital spending has high
spending multipliers and are
typically a reliable catalyst for
current and future economic
growth. The spending priorities
“…federal and provincial
governments have announced
significant increases in
infrastructure spending.”
of the various levels of
government centre on improving
and expanding Canada’s
transportation, health care and
education infrastructure,
reflecting the needs of an aging
population and building
economic infrastructure for the
future.
Canada’s 2022 budget committed
$31 billion in new infrastructure

spending that will leverage
hundreds of billions of dollars
more in private investment and
consumer spending. In this year’s
Spring Budget, the federal
government announced more
than 25 new housing measurers
that will cost taxpayers $10
billion over five years. Most of
these measures are intended to
support home buyers and
increase housing supply and
affordability. Though there are
question marks around the policy
effectiveness of these initiatives,
they signal the federal
government’s commitment to
nudging the housing market
towards a more sustainable
affordable path. Canada also
committed about $16 billion to
carbon capture, conservation,
climate adaptation and a new
Canada Growth Fund that will
provide equity, low interest loans
and other financing instruments

Important Trends
Indicator
Residential Perm its
(3 period moving average, SA)

Non Residential Permits
(3 period moving average, SA)

Housing Resales
(Quarterly Total, SA)

Energy Prices
(Y/Y %change, end of quarter values)

Housing Starts
(SA)
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Direction
Decreasing
Increasing
Increasing
Increasing
Decreasing

Implication
Residential permits saw a slight decrease in Q1 2022
Non-residential permits increased in Q1 2022, the sixth quarterly
increase over the last seven quarters.
Housing resales increased slightly in the first quarter of 2022,
above the 10-year average.
Energy prices increased in the first quarter w hen compared w ith
Q4 2021 and w ere 11% higher than a year earlier.
Housing starts w ere low er in the first quarter of 2022. They are
expected to be low er in 2022, follow ing a very strong 2021.
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to attract investment in lowcarbon industries and the
creation of new critical supply
chains.
On the other hand, the provinces
have collectively announced in
their 2022 budgets, almost $270
billion in new capital spending
over the next decade. Ontario,
BC, Saskatchewan and Alberta
account for 92% of that planned
investment, with Ontario alone
accounting for 58%. Ontario has
pledged to spend nearly $159
billion over the next decade on
highways, new long-term care
homes and increasing hospital
capacity. B.C. has announced
$39.4 billion over three years for
B.C. Hydro, transportation
infrastructure, and the expansion
and upgrade of existing health
care facilities. Saskatchewan’s
capital plan is on track for $30
billion of investment in

Inflation Headwinds Slowing GDP Growth
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Similarly, in its 2022 Budget,
Alberta’s announced new capital
spending that includes an

… (Continue on Page 13)
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infrastructure by 2030, including
investments in its Saskpower
electricity system, transportation
infrastructure, the expansion of
highways and building bridges.

Leading Indicator Increases
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Economic Context
Canada’s economy increased by
an annualized rate of 2.9% in Q1
following a 6.1% Q4 increase.
Canada’s economy bounced back
from the record 5.3% decline in
2020, demonstrating resilience in
the face of a protracted pandemic.
Economic activity likely reached
its pre-pandemic peak in Q2 2022.
However, persistent supply chain
disruptions and input shortages,
the war in Ukraine, and high
inflation are presenting near-term
headwinds. The leading indicator
weakened in Q1, pointing to
slowing economic growth as
downside risks threaten the
growth outlook. High inflation and
rising interest rates are
dampening consumer demand
and business investment.
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Housing Starts

Economic Overview

• Housing starts decreased by 6% from the previous
quarter to 245,500 units in Q1 2022. It was the
fourth consecutive quarterly decrease, following
the record-breaking Q1 2021. Lower apartment
starts offset higher single-family starts.
• In 2022 and 2023, housing starts will certainly
come in lower than 2021 but remain above trend.

Resales
• Q1 2022 resales increase for the second
consecutive quarter. The number of homes sold in
Q1 2022 increased by 0.2% when compared with
the Q4 2021.
• Average prices increased by 7% across Canada in
Q1 2022, as demand continues to outstrip supply.

Permits
• In Q1 2022, $34.5 billion worth of building permits
were issued, up 3% compared with Q4 2021.
160
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• The Canadian dollar also depreciated against the
British pound sterling and the Mexican Peso, but
appreciated against the Japanese Yen, the
Australian dollar, the NZ dollar, and the European
Euro (all currencies of Canada’s six largest trading
partners).
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• The Canadian dollar finished the first quarter of
2022 at $0.79/USD, a 1% decrease compared to
the end of the fourth quarter.
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• The issuance of building permits and their
construction values are expected to remain
elevated through to 2023.

Annual Building Permits ($billions)
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• The increase in building permits was driven by an
upcoming increase in institutional and
government investment spurred by planned
increase in public infrastructure investment.
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Engineering Investment

Economic Overview

• Total investment in engineering increased by 5.3%
in Q1 2022 to $136 billion on an annualized basis.
• The Q1 2022 business investment was 25.2%
higher than the same period in 2021, consistent
with growth in infrastructure spending, and
recovery in Canada’s oil and gas sector.

Non-Residential Spending
• As a result of higher commercial investment, in Q1
2022 (real) non-res investment was $43.9 billion
(SAAR), up 2.7% compared with Q4 2021.
• Weighed down by the commercial sector,
investment is expected to decrease this year and
next. Excess supply of office space remains a weak
spot for commercial investment.

Price Index
• The Altus Construction Material Price Index was
higher year-over-year in the first quarter of 2022,
higher than the rate of inflation.
• Energy prices increased in Q1 2022 (Y/Y), the sixth
consecutive quarterly increase. The overall
increase in energy prices was driven by higher
natural gas and fuel prices.

Exports
• Exports of building materials increased by 17% in Q1
2022 compared to the previous quarter. Total
merchandise exports increased by 6% in Q1 2022.
• Building material exports were up 8% year-over-year
in Q1 2022, reflecting the continued resilience of
construction throughout the pandemic.
• Total merchandise exports increased by 22% in
2021, and building materials rallied by some 42%
above their 2020 levels, on account of strong growth
of residential construction in the United States.

The Outlook
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Industry Sales (CIPH)

HVAC, Hydronics & Waterworks
• Following a strong 2021, HVAC sales increased by
18% year-over-year in Q1 2022, as ventilation
upgrades to help contain the spread of COVID
continue to provide a boost to sales.
• Hydronics sales increased by 7% year-over-year in
the first quarter of 2022, while waterworks sales
increased by 33% year-over-year.
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Total Sales
• Combining all of the above sales into an
aggregate, sales of CIPH members increased in Q1
2022, marking the seventh consecutive quarterly
increase, following decreases in sales in the first
half of 2020 in the midst of the COVID recession.
• At $2.2 billion in Q1 2022, sales were 16% higher
than Q1 2021 but for the first time since Q1 2019
underperformed aggregate wholesaler sales,
which increased by 21% to $10.3 billion in Q1.
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Prices
• Prices for metal plumbing fixtures and valves
increased by 4.7% year-over-year in the first
quarter of 2022, lower than the rate of inflation.

Waterworks
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• Record high housing starts in 2021 will likely
continue to provide a lift in sales going forward as
industry-wide lag effects take hold.
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Plumbing & Pipe, Valves, Fittings
• Sales of plumbing equipment, and pipes, valves
and fittings have been strong since the end of the
recession, increasing in Q1 2022 by 12% and 25%,
respectively.
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Source: CIPH, Statistics Canada
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• Prices for plastic and foam building and
construction materials (overall plastic plumbing
fixtures) were significantly higher in Q1 year-overyear. Prices are likely to remain high through 2022
as chemical and oil prices remain high.
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Residential A/C & Furnace
• 103,796 residential air conditioning units and
92,337 residential furnaces were shipped in Q1
2022, up 10% and down 15% year-over-year,
respectively.
• Sales of a/c units and residential furnaces remain
very strong, supported by elevated home resales
and residential construction.

Industry Shipments (HRAI)

• The number of chillers shipped in Q1 2022
decreased by 27 units sold or 11% compared with
the same period in 2021.
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• Commercial air conditioning units shipped in the
first quarter of 2022 decreased to 6,355 units,
down 7% compared with Q1 2021.
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Chiller and Air Handler Units
• There were 726 air handler units shipped in Q1
2022, up 40% year-over-year. 2021 sales were
higher than in 2020 and exceeded the 5-year
average but came in lower than the pre-pandemic
2019.
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• Unit heater shipments totaled 9,305 in the first
quarter of 2022, down 7% year-over-year.

Prices
• Prices of industrial and commercial fans and
blowers were up 1.1% in Q1 2022 year-over-year.
• Warm air furnaces and electrical heating
equipment prices increased by 5.3% and other
heating equipment prices increased by 6.0%, yearover-year.
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• Sales of ductless split systems increased by 55% in
the first quarter of 2022. Sales of these units
soared in 2021 with sales significantly higher than
previous full year results.

Source: HRAI, Statistics Canada
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British Columbia

Regional Insights

B.C. has experienced a remarkable recovery from the 2020 COVID recession. The economy grew by almost 6% in 2021 on the
strength of the housing market, high natural gas prices and production, the professional, scientific and technical industries and
lumber exports. B.C. has recovered all the jobs lost during the economic downturn, its unemployment rate has fallen to a near
record low and job vacancy rates are high.
It is expected that growth will continue to be supported by professional, scientific and technical services industries, rising natural
gas production and prices, and construction activity such as building the LNG plant in Kitimat and rebuilding in Frazer Valley
following last year’s floods. However, high inflation and rising interest rates are slowing down housing market activity and B.C.’s
economic expansion. The slowdown in the U.S. housing market and slower economic growth in China are also limiting B.C.’s
lumber products and merchandise exports. B.C.’s economy is forecast to grow by a still strong 3.9% in 2022 and 2.2% in 2023.
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Alberta

Regional Insights

The stellar economic growth that Alberta posted in 2021 is forecast to continue in earnest this year with the economy expanding
by 5.6%. High crude oil, natural gas and agricultural prices continue to anchor an increase in production and incomes in these
industries and drive Alberta’s economic growth. Alberta has completely recovered from the pandemic recession and jobs growth
remains robust, supported by the oil and gas sector and re-opening of businesses in the accommodation and food services, and
retail industries. The professional, scientific, and technical services sector is also an important source of Alberta’s growth.
Despite this upbeat outlook, there are downside risks. Rising interest rates are weighing on the relatively high household debt
and weak wage growth in the face of high inflation is constraining consumer spending. Notwithstanding the strength in the oil
and gas sector and a more supportive policy environment, including the lifting of COVID restrictions, Alberta’s economy is
forecast to grow by 2.9% in 2023 due mainly to lower oil and gas prices next year and production and pipeline constraints.

Housing Starts

Building Permits

Prices, 2007=100

Existing Home Sales

Renovations

Net Migration

Something Else of Interest
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Manitoba/Saskatchewan

Regional Insights

The Manitoba economy grew modestly in 2021 while Saskatchewan’s economy contracted for the third consecutive year,
shrinking by 0.4%. Output growth was constrained by public health measures, manufacturing input shortages, and a significant
decline in agriculture production. However, economic growth in 2022 is forecast to increase by 3.8% in Manitoba and 4.4% in
Saskatchewan. Full reopening of high-touch industries is expected to be an important source of growth this year. A significant
increase in government capital spending is also expected to buoy growth.
Moreover, manufacturing sales and residential construction investment have increased so far this year and the agriculture sector
is expected to recover from the droughts in 2021, supported by better weather conditions, and high prices for commodities such
as wheat, canola, soybeans and potash. Economic growth in 2023 is forecast to decelerate to 2.7% in Manitoba and 2.9% in
Saskatchewan. Economic headwinds include an erosion of household purchasing power from prolonged inflation and high
interest rates, and a slowdown of economic growth across Canada and other export markets.
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Ontario

Regional Insights

Ontario’s economy grew by an estimated 4.4% in 2021 and is forecast to grow by 3.7% in 2022. The lifting of COVID restrictions
earlier this year has provided tailwinds to the economy. Jobs growth has been very robust, driven by professional services, the
public sector and reopening of high touch industries. Though households still have a buffer of high savings and notable wage
growth, rising interest rates and declining asset values are dampening consumer spending. The cooling of the housing market is
also expected to slow growth in the finance, insurance and real estate and professional, scientific, and technical services
industries. Higher input costs, chip shortages and a downgraded growth outlook in key export markets are weighing down the
manufacturing sector.
Ontario’s economy is forecast to grow by 1.8% in 2023. Growth is likely to continue to be supported by government spending,
consumer spending and construction. Ontario’s economic headwinds may be mitigated by still high household savings, a solid
jobs market and further wage growth.
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Quebec

Regional Insights

Quebec’s economy grew by an estimated 5.5% in 2021 and is forecast to grow by 3.2% in 2022 and 2.0% in 2023. Vigorous
economic growth continued in the first quarter but is expected to slow during the rest of the year as high inflation and rising
interest rates take a bite out of household and business spending. Quebec’s manufacturing sector is also likely to remain
constrained by high inputs costs and a deceleration of economic growth in export markets. Still, growth is expected to continue
to be underpinned by consumer spending, government spending, construction activity, and manufacturing.
Quebec has recovered all the jobs lost during the pandemic recession, the unemployment rate is at a historic low, job vacancies
are high, and the jobs market is tight. Though labour shortages have resulted in strong wage growth, they are likely to slow
economic growth going forward. These headwinds may be mitigated by still high savings rates, a relatively lower household debt
burden than other provinces, and the governments bid to admit over 70,000 immigrants this year.
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Atlantic Provinces

Regional Insights

Atlantic Canada’s economy grew by an estimated 4.4% in 2021 and is forecast to grow by 1.8% in 2022 and 2023. The region’s
economy has been remarkably resilient, economic activity is now above pre-pandemic levels, and the unemployment rate is near
a historic low. Strong interprovincial population growth driven by remote work and the region’s affordable housing supported
robust housing market activity. Residential investment, strong consumer and government spending have supported growth in
the construction, finance, insurance, and real estate, and wholesale and retail sectors.
Shipbuilding, an increase in oil and natural gas production, housing market activity and government spending are expected to
support growth through to 2023. Though higher oil prices are increasing incomes and provincial government revenues, inflation
pressures are among the highest in the nation. This is likely to dampen consumer spending and growth going forward. However,
continued solid population growth is expected to provide an offset and help to sustain spending. Lower housing prices relative to
other provinces should help homeowners absorb rising borrowing costs.
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Continues from Page 2…
investment of $20.2 billion over
three years in municipal
infrastructure, maintenance and
renewal of infrastructure, and
the re-development and
expansion of hospitals.
Meanwhile, Manitoba committed
$8.1 billion over three years for
the construction of 20 new
schools, flood protection, and the
maintenance of roads, highways,
and bridges. All told, collectively
the Atlantic Provinces are
expected to benefit from $2.7
billion in government capital
spending

The Outlook

over the next one and a half
years on transportation, health
care and school infrastructure.
These various public sector
investments, most of which are
non-residential investment will
augur well for Canada’s economy
and the businesses of CIPH and
HRAI members. The wide
spectrum of investments over the
next decade, together with the
private investment and spending
that they leverage will provide
market opportunities for the sale
and shipment of products such as

HVAC, hydronics, waterworks,
plumbing & pipe, valves, fittings,
and commercial and residential
air conditioning systems.
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Definitions
Altus Construction Materials Price Index – A price index of construction materials. Components are
weighted to reflect the percentage of total material cost.
Annualized – Periodic trends (monthly or quarterly) expressed as if they continued for a full year.
CERI – (Canadian Dollar Effective Exchange Rate Index) a trade-weighted average of bilateral exchange
rates for the Canadian dollar against the currencies of Canada’s six largest trading partners. An increase in
the index represents an appreciation of the Canadian dollar.
Consensus Forecast – The average forecast of major Canadian financial institutions that have updated
their forecasts within the last 40 days. The consensus forecasts for currency are end of period.
CPI – (Consumer Price Index) The cost of a fixed basket of goods in Canada, measured in a constant
quality and quantity, re-indexed to 2007.
Engineering Investment – Includes all capitalized costs: legal fees, engineering and architectural fees,
capitalized interest and work completed for the business by its own employees. It includes items such as
bridges, roads, highways, waterworks, sewage systems, airports, seaways, power line construction, oil
well drilling, mine development, dams, street lighting, railway tracks and pipelines. The data is expressed
in current dollars.
Exchange Rate – Exchange rates are expressed in terms of foreign currency relative to the average
exchange rate in 2007. An increase in the index represents an appreciation of the Canadian dollar vis-à-vis
that currency.
FIRM – (Financial Industry Research Monitor) An on-going, quarterly survey of 12,000 Canadian
households per year undertaken by Altus Group in conjunction with Ipsos-Reid. Topics range from
personal finance, to renovation intentions.
Intentions – Surveyed investment intentions for both public and private entities. The survey is conducted
in November of each year by Statistics Canada and is subject to the market outlook at that time.
Leading Indicator – A composition of several data series that are correlated with future construction
spending; including: residential and non-residential building permits, housing starts, existing home sales,
employment, NHPI, and the money supply.
Money Supply – (M2 Gross) Currency outside of banks and chartered bank demand, notice, and personal
term deposits.

The Outlook
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Definitions
Net Migration – Includes both international and interprovincial net migration.
NHPI – (New Housing Price Index) The price of constant quality, newly constructed, single-detached
homes built by general contractors, indexed to 2007.
Non-Residential Spending – The spending value for enterprises and governments for industrial,
commercial and institutional buildings. The data is expressed in 2007 constant dollars.
Plastic Piping – Polyethylene plastic pipes and tubes (excluding flexible)
Realnet – A subsidiary of Altus Group, Realnet is a leading real estate information services company.
Realnet tracks new home sales, and land transactions in several markets across the country
Renovations – Includes additions, alterations, conversions, and new installation or replacement of built-in
appliances and equipment.
Single Family – Includes single-detached, semi-detached, and townhouse units.
(SA)– (Seasonally Adjusted) Data is adjusted to remove variations attributable to the time of year. This
allows for better comparison of periodic changes
SAAR – (Seasonally Adjusted Annual Rate) – Seasonally adjusted data expressed as an annual total.
Q/Q – The change in a variable from one quarter to the next.
Wholesale Aggregate – Sales by wholesalers of electrical, plumbing, heating and air-conditioning
equipment and supplies

The Outlook
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About Us
HRAI
HRAI is a national association that represents more than 1,400 heating, ventilation, air conditioning and
refrigeration (HVACR) manufacturers, wholesalers and contractors, who provide the products and services
for indoor comfort and essential refrigeration processes.
HRAI offers leadership and training programs for the advancement of its members’ business and technical
excellence, promotes a code of ethics for consumer protection and safety, and provides consumers with
useful information and a database of members in good standing to support an informed buying process.
Through its membership requirements and consumer feedback processes, HRAI is committed to a safe,
responsible and fair industry that is environmentally-responsible and sustainable.
CIPH
The Canadian Institute of Plumbing & Heating is a not-for-profit trade association. Founded in 1933, the
Institute is a vibrant organization committed to providing members with the tools for success in today’s
competitive environment. More than 250 companies are members of this influential Canadian industry
association. They are the manufacturers, wholesaler distributors, master distributors, manufacturers’
agents and allied companies who manufacture and distribute plumbing, hydronic heating, industrial
waterworks and other mechanical products. CIPH wholesalers operate more than 700 warehouses and
showrooms across Canada. Total industry sales exceed $6 billion annually.
Altus Economics
Altus Group Economic Consulting has been providing both public and private sector clients with strategic
advice on topics such as real estate market and forecasting analysis to expert witness testimony to
building product and technology analysis since 1972.
Altus Economics

33 Yonge Street
Suite 500
Toronto, ON, M5E 1G4
Tel: (416) 641-9500

economics@altusgroup.com
altusgroup.com

Canadian Institute of Plumbing &
Heating

Heating, Refrigeration and Air
Conditioning Institute of Canada

info@ciph.com
ciph.com

hraimail@hrai.ca
hrai.ca

295 The West Mall
Suite 504
Toronto, ON, M9C 4Z4
Tel: (416) 695-0447

2680 Matheson Blvd. East
Suite 101
Mississauga, ON, L4W 5A0
Tel: (905) 602-4700

For further information on Altus Economics or to discuss Economic Consulting services, please contact:
Peter Norman, Chief Economist, Altus Group
peter.norman@altusgroup.com
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