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•The COVID-19 pandemic to date has caused over 33 
million infections and 1 million fatalities worldwide. It has 
also precipitated the most sudden and pervasive GDP 
contraction of the post-war era. 

•The OECD estimates that the cost of the pandemic in terms 
of lost income worldwide could reach USD 7 trillion by 
the end of 2021 – equivalent to a year’s worth of output of 
France and Germany combined.

•Global GDP growth is expected to be -4.5% in 2020 and 
+5.0% in 2021. U.S. GDP growth is expected to be similar at 
-3.8% in 2020 and 4.0% next year. For most countries, it will 
take several years to recover pre-pandemic income levels. 
The one exception is China, where annual GDP is expected to 
advance by around 2% in 2020 and 8% in 2021.

•Canadian GDP is expected to contract by 5.8% in 2020 and 
only partially recover by +4.0% in 2021. In quarterly terms, 
2020Q3 is likely to be a strong one as some businesses 
reopen, but 2020Q4 and 2021Q1 could be more precarious 
as government support and grace periods for mortgagors, 
lessees and tenants taper off. 

•We expect the B.C. economy to shrink by 7.5% in 2020. 
This is a slight improvement from our previous projection, 
reflecting a stronger-than-anticipated rebound in consumer 
spending.  In 2021, the B.C. economy should grow by 4.5%, 
slightly better than the national average.

•B.C.’s employment losses by industry can be characterized 
as “hard-hit”, “moderately impacted”, and “limited impact”. 
We expect the recovery in employment will be slow, bumpy, 
and uneven across industries.  

•Metro Vancouver experienced B.C.’s steepest job losses 
because of its industrial and employment mix.  Consumer-
facing industries were hammered by physical distancing 
requirements and these sectors have an over-sized 
presence in the lower mainland relative to other regions. 
On the other hand, manufacturing, forestry, mining, oil 
and gas, and agriculture have regained all of the jobs lost 
since February, and then some.  These industries are over-
represented in regions of B.C. outside of Metro Vancouver.
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THE HUMAN COST OF 
COVID-19
The COVID-19 pandemic to date has 
caused over 33 million infections and 
1 million fatalities worldwide. Canada 
has seen over 160,000 cases and 
9,300 fatalities, the vast majority 
of which have occurred in Quebec 
and Ontario (79% of cases and 93% 
of deaths). B.C. accounts for 6% of 
cases and 3% of deaths in Canada. 
Canada’s cumulative fatality rate 
(deaths per million inhabitants) is on 
par with South Africa (Figure 1). It 

is less than half that of the worst-hit 
European countries, but still 5-30 
times worse than Korea, Japan, 
Australia or Norway. 

GLOBAL GDP WILL TAKE 
MANY YEARS TO RECOVER
The pandemic has precipitated 
the most drastic and widespread 
economic contraction of the post-
war era. The OECD estimates that 
the worldwide toll in terms of lost 
income could be about USD 7 trillion 
by the end of 2021 – equivalent to 

about a year’s worth of output of 
France and Germany combined. 

On average, G7 and OECD countries 
saw their GDP decline by around 
12% y/y to the June quarter of 2020. 
Canada’s decline was a little worse 
at -13% y/y (Figure 2). The steepest 
falls occurred in countries where 
social lockdowns were most stringent 
(e.g. Italy, France, U.K., Spain and 
India). Generally, GDP declines 
have been concentrated in the 
services component of household 
consumption (specifically, non-



2

B.C. ECONOMIC 
REVIEW AND OUTLOOK

essential services involving social 
interactions), as well as in business 
investment and international trade.

Global GDP is expected to decline by 
4.5% in 2020 and increase by 5.0% in 
2021. Similarly, the U.S. economy is 
expected to decline by 3.8% in 2020 
and grow by 4.0% in 2021. China’s 
economy is expected to expand by 
around 2% in 2020 and then by 8% 
for 2021. In many economies, the 
relaxation of some public health 
restrictions over recent months, 
along with extraordinary support 
from fiscal and monetary policy, has 
enabled a partial reopening and 
recovery. Although this has seen an 
abrupt jump in GDP, the rest of the 
recovery is likely to be a grinding and 
faltering affair spanning several years. 

The outlook is highly uncertain. 
Consumer and business confidence 
are fragile. Ongoing public health 
measures (e.g. border closures and 
restrictions on social gatherings) will 
only allow a bounded recovery, even 
in the best-case scenario. The risk of 
a second pandemic wave is high, as 
is the possibility of some countries 
reimposing large-scale economic 
shutdowns and social lockdowns. 
Risks to the global outlook are 
therefore weighted to the downside, 
especially in 2021.

CANADA'S GDP 
PERFORMANCE WAS 
SLIGHTLY WORSE THAN THE 
OECD AVERAGE
Canada’s GDP performance was 
slightly below the G7 and OECD 
averages (see Figure 2), as the 
pandemic-induced collapse in global 
GDP triggered a downturn in energy 
demand. Most Canadian private sector 
industries (except finance/insurance, 
leasing/real estate, agriculture/
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TABLE 1:  GLOBAL ECONOMIC FORECAST 
 (ANNUAL % CHANGE IN REAL GDP)

2019 2020f 2021f

World 2.6 -4.5 5.0

Canada 1.7 -5.8 4.0

U.S. 2.2 -3.8 4.0

Euro area 1.3 -7.9 5.1

Japan 0.7 -5.8 1.5

China 6.1 1.8 8.0

f - forecast

Source:  Bank of Canada Monetary Policy Report, July 2019.

forestry, utilities, and retail trade) 
recorded a year-on-year decline 
in GDP to July 2020. A handful of 
consumer-facing services industries 
and trade-exposed industries suffered 
prodigious declines (Figure 3).

In the labour market, Canada’s 
hardest-hit sectors – in terms of 
lost hours worked from February to 
August – were accommodation and 
food services (-30%), information, 
culture and recreation (-21%), and 
transportation and warehousing (-15%, 
Figure 4). Full time employment 
has returned (at least for now). But 
the collapse in demand for labour 
in consumer-facing services sector 
is keeping part-time employment 
18% below its February level. Overall, 
total employment in Canada was 3% 
lower (630,000 jobs) in August than 
in February. The unemployment rate 
is at 11.0%, modestly down from its 
May peak of 13.8%, but almost double 
February’s level.

Federal fiscal stimulus of just over 
10% of GDP has buttressed economic 
activity, especially household 
incomes. The household savings rate 

– typically less than 5% of disposable 
incomes since the late-1990s – soared 
to a record 28% in 2020Q2, as 

discretionary spending fell. Rate cuts 
and bond buying from the Bank of 
Canada have also supported economic 
activity, financial markets and – 
especially – the real estate market. As 
incomes held up (especially for those 
in good-paying, full-time jobs that 
can adapt to virtual ways of working), 
mortgage rates have dropped by over 
100 basis points relative to the start 
of the year. This is providing a fillip 
for established house prices, turnover 
(i.e. resales), as well as new home 
construction. 

Canada’s GDP is expected to record 
a 5.8% decline in 2020 followed by 
a 4.0% increase in 2021. Business 
investment and export levels will 
not fully recover for several years. 
The latest private sector capital 
expenditure intentions for 2020 are 
17% lower than in 2019. Overall, risks 
are weighted to the downside. A 
major shakeout in commercial activity 
(and thereby labour demand) seems 
possible, as various government 
support programs and grace periods 
for businesses, mortgagors and 
renters taper off. The third quarter 
of 2020 is likely to be a strong one 
as some businesses reopened, but 
2020Q4 and 2021Q1 will be precarious.
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FIGURE 1:  CANADA'S COVID-19 FATALITY RATE IS SIMILAR TO SOUTH AFRICA

Source:  WHO, World Population Review.

COVID-19 cumulative deaths per million of population, as at 15 Sept 2020, selected countries
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FIGURE 2: CANADA'S RECESSION IN GDP IS SLIGHTLY WORSE THAN THE G7 AND OECD AVERAGES

Source:  OECD.
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FIGURE 3: SOME INDUSTRIES WERE HIT HARDER THAN OTHERS

Sources: Statistics Canada.

Real GDP at basic prices by industry, business sector, y/y change to June 2020, monthly, Canada

Year-on-year change

5%
2%
2%

2%
1%

0%
-1%
-1%

-3%
-4%

-5%
-5%

-6%
-7%
-7%

-14%
-16%

-23%
-33%

-52%

-60% -50% -40% -30% -20% -10% 0% 10%

Finance and insurance
Leasing, rental and real estate

Agriculture, forestry, fishing and hunting
Utilities

Retail trade
Public administration

Wholesale trade
Construction

Information and cultural industries
Professional, scientific and technical services

ALL INDUSTRIES
BUSINESS SECTOR INDUSTRIES

Health care and social assistance
Manufacturing

Educational services
Administrative and support, waste mgt and remediation services

Mining, quarrying, oil and gas production
Transportation and warehousing services

Accommodation and food services
Arts, entertainment and recreation

FIGURE 4: WHERE DID THE HOURS GO?

Sources: Statistics Canada.                                                   *For comparison, the chart also shows public administration which is part of the non-business sector.
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B.C. FACES SLOW RECOVERY
In the previous quarterly forecast, 
we indicated a second wave is likely 
but hedged our bets regarding its 
severity and any resulting shutdowns. 
Recent data shows virus infections 
rising in B.C. (and Canada), but not in 
a dramatic fashion.  At this point, we 
assume there will be no reinstitution 
of broad lockdowns.

The provincial economy is recovering.  
But with the virus continuing 
to weigh on many elements of 
the consumer-facing economy, 
international travel probably 
restricted well into 2021, restaurants 
operating at reduced capacity, 
audience-attended events not likely 
to return anytime soon, and the 
Canada-U.S. border set to remain 
closed at least into the first part of 
2021, it will be far from a “normal” 
recovery.   

We now estimate that the B.C. 
economy will shrink by 7.5% in 2020.  
This is a slight improvement from 
the previous forecast, reflecting a 
stronger than anticipated recovery 
in consumer spending and signs 
that new home construction is 
strengthening.

GLOBAL BACKDROP DRAGS 
EXPORTS LOWER
As a small, trade-dependent 
economy, the global downturn 
detailed above is weighing on many 
of the province’s export-oriented 
industries. Weaker demand and 
pricing for most of key export 
products is pulling merchandise 
exports lower.  The value of exports 
has fallen in nearly every broad 
commodity export category, with the 
exception of agricultural products.  
Although the current pricing 
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environment for lumber is strong, the 
value of lumber exports year-to-date 
is still down because a diminished 
fibre supply is translating into lower 
production volumes.   

Through July of this year, total 
merchandise exports are down 
almost 15% compared to the same 
7-month period last year.  Exports 
to the U.S. are off 7.5%, while 
exports to China, B.C.’s second 
largest export market, are down 
15.3%.  The weakness is widespread, 
with the value of exports down in 
every export market of significance.  
Prospects for B.C.’s export sector are 
better in 2021, as the global economy 
gradually recovers.  China’s solid 
recovery will help to lift B.C.’s exports 
to some extent.

Some service exports are hurting.  
Tourism – a large B.C. industry – is the 
most visible example.  The fact that 
the international segment remains 
effectively shuttered is one of the 
reasons we anticipate a large GDP 
drop in 2020.  Domestic tourism 
activity resumed with vigour over 
the summer months. But even so, 
the tens of thousands of British 

Columbians realigning their vacation 
budgets to domestic travel doesn’t 
offset the negative economic impact 
from disappearing international 
visitors.  

LABOUR MARKET RECAP 
AND OUTLOOK
Employment recovery stalls 

Some of the best and most current 
information on the downturn and 
recovery path comes from the labour 
market.  Employment data are 
available through August, providing 
a clear indication of the magnitude 
of job losses and the initial rebound 
after April.  

Total employment fell sharply in 
March and April.  As consumer facing 
services were reopened employment 
jumped and B.C. saw several large 
monthly gains.  But in August the 
job recovery process ran out of 
petrol, with a scant 15,000 additional 
jobs.  This monthly increase would 
be a good result in normal times. But 
with overall employment still down 
by 150,000 since February, August’s 
number was disappointing.  Our 

Q3 2020 (SEPTEMBER) 

TABLE 2: B.C. ECONOMIC OUTLOOK (BCBC FORECAST) 
 (ANNUAL % CHANGE UNLESS OTHERWISE INDICATED)

f - forecast

Sources:  Statistics Canada and BC Stats; BCBC for forecasts.

2018 2019 2020f 2021f

Real GDP 3.8 2.8 -7.5 4.5

Employment 3.4 2.6 -7.0 2.4

Unemployment rate (%) 4.7 4.7 10.0 7.5

Housing Starts (000 units) 41.0 45.0 40.0 42.0

Retail sales 2.1 0.7 1.5 8.3

B.C. CPI 2.7 2.3 1.2 1.5
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concern is that this foreshadows a 
slow and uneven jobs recovery in the 
fall and into 2021. 

Dramatic differences across 
industries 

Figure 7 shows industry employment 
grouped into three categories – 

“hard-hit”, “moderately impacted”, 
and “limited impact” industries.  
Segmenting industries in this manner 
helps conceptualize why we expect 
the employment recovery process to 
be bumpy and uneven.  

Collectively, employment in the hard-
hit B.C. sectors tumbled by more 
than 30%.  In August, employment 
in the same industries was still 
12% below February.  The hard-hit 
category captures industries that 
were and in some cases still are fully 
or partly shuttered – accommodation 
and food, events with live audiences 
(in the information, recreation 
and culture industry), business 
and building support services, 
and personal services (captured 
in the other services industry).  
Construction is also categorized 
as hard-hit because employment 
fell 17% at its low point and is still 
down more than 10% compared 
to February, despite the industry 
remaining open throughout the crisis.

Moderately impacted industries 
include wholesale and retail trade 
(since much of the retail sector 
remained open in April and May), 
transportation and warehousing, 
finance and insurance, leasing and 
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real estate, and education.  The 
number of people working in this 
grouping of industries dropped 13% 
between February and April and 
is still 7.6% below February’s level.  
Employment in this grouping actually 
dipped in August.  

Sectors of the economy that were 
little affected by COVID-19 labour 
market shock include: public 
administration, heath care, primary 
resource production (forestry, mining, 
natural gas), manufacturing and 
agriculture. The number of people 
working in these industries dropped 
but quickly recovered and is now 
slightly above February’s level.

Projections point to multi-year 
recovery

Figure 7 also includes projections 
for employment in each of the three 
industry segments.  We expect more 
jobs to come in the little impacted 
industries.  This may seem like a 
somewhat optimistic projection 
given employment levels in this 
group were trending lower prior to 
the pandemic.  The pre-pandemic 
downtrend, however, was probably 
just a temporary period of weakness. 
We forecast that employment in 
professional, scientific and technical 
services will climb at an accelerated 
pace because of the surge in 
demand for technical computer and 
related services.  In the other two 
industry collections we also expect 
employment to trend higher over 
the next two years.  But in both of 
these instances, the monthly gains 
are smaller, until mid-2021 when 
employment growth is projected 
to pick up.  The critical thing to 
recognize is that in both instances, 
employment levels remain well below 
February.

STEEPEST JOB LOSSES IN 
METRO VANCOUVER
Metro Vancouver has experienced 
the steepest job losses because 
of the region’s industrial and 
employment mix.  Consumer-
facing industries (and construction) 
hammered by the lockdown have 
an over-sized presence in the 
Lower Mainland relative to non-
metropolitan regions and even to 
the province’s three other census 
metropolitan areas (Greater Victoria, 
Mission-Abbotsford, and Kelowna).  

The collapse in demand for cruise 
ships, air transportation, tours, large 
audience-attended sporting events 
or concerts, conventions, casinos, 
business travel, and international 
tourism in general are all being felt 
most acutely in Metro Vancouver.  
The industries that remain closed 
or partially shuttered are heavily 
represented in the City of Vancouver 
and its surrounding suburbs. Coupled 
with the shift to remote working 

– starkly evident in the strange-
emptiness of downtown Vancouver 

– these trends have delivered a 
body blow to large segments of 
the consumer-dependent Metro 
Vancouver economy.

On the other hand, manufacturing, 
forestry, mining, oil and gas, and 
agriculture have regained all of the 
jobs lost since February, and then 
some.  These industries are over-
represented in regions of B.C. beyond 
Metro Vancouver.  In addition, it 
should not be overlooked that the 
public sector’s economic footprint is 
often proportionally larger in smaller 
communities – and most public 
sector organizations have not laid off 
staff since February. So, the relative 
stability of public sector employment 
has also buttressed employment in 
non-urban areas of the province.

Q3 2020 (SEPTEMBER) 

Metro Vancouver has 
experienced the steepest job 
losses because of the region’s 
industrial and employment 
mix
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FIGURE 5: EXPORTS TRENDING LOWER

Source: B.C. Stats.     Latest data July 2020, seasonally adjusted. 
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FIGURE 6: JOB RECOVERY COMES TO A GRINDING HALT

Source: Statistics Canada, Labour Force Survey. Table 14-10-0294-01.    Latest:  August 2020    *aged 15 and over, seasonally adjusted. 
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FIGURE 7: EMPLOYMENT IMPACT DIFFERS ACROSS INDUSTRIES

Source:  Statistics Canada, Labour Force Survey. Table 14-10-0294-01.   Latest:  August 2020.   *Aged 15 and over, seasonally adjusted, 3-month moving averages
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FIGURE 8: BY THE END OF 2021 EMPLOYMENT COULD STILL BE 40,000 LOWER THAN IN FEBRUARY

Source: Statistics Canada, Labour Force Survey. Table 14-10-0287-01.    Latest:  August 2020.    Seasonally adjusted.  
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FIGURE 9: STEEPER JOB LOSSES IN METRO VAN WHILE EMPLOYMENT RECOVERS IN NON-METRO B.C.

Source: Statistics Canada, Labour Force Survey. Table 14-10-0294-01.   Latest:  August 2020.   *Aged 15 and over, seasonally adjusted, 3-month moving averages.   
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FIGURE 10: TOTAL RETAIL SALES HAVE RECOVERED FROM COVID-19 DECLINE 
 . . .BUT WERE FLAT FOR MORE THAN 2 YEARS

Source: Statistics Canada, Table: 20-10-0008-01.    Latest:  July 2020.    *Seasonally adjusted.
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OVERALL RETAIL SALES 
HAVE RECOVERED
The partial closure of the retail 
industry for much of March and April 
led to a 23% drop in retail sales over 
just two months.  In the subsequent 
three months, retail sales returned 
to February’s pre-lockdown level.  
This is welcome and is one of the 
reasons we adjusted our Q3 growth 
projection up slightly.

Even though total spending has 
recovered, some segments of 
retail are still suffering. As shown 
below, sales at clothing stores are 
well below year ago levels.  Not 
surprisingly, with employment 
down sharply in Metro Vancouver 
and many more thousands of 
employees now working from home, 
commuting has dropped off -- which 
is reflected in sagging gasoline sales.  
The rotation away from eating in 
restaurants to cooking and dining at 
home is also evident in the data.  

CONSTRUCTION MIXED, 
BUT WILL BENEFIT FROM 
STIMULUS SPENDING
The outlook for construction in 
B.C. is mixed, but it becomes more 
positive as we move further out in 
the forecast horizon.  Construction 
remained open in March and April, 
but as detailed above still turned 
out to be comparatively “hard-hit” 
as many projects were postponed 
and activity on some large sites was 
scaled back.  Construction sector 
employment remains 25,000 below 
February’s level.  

Non-residential building permits 
were trending lower for at least a 
year prior to the pandemic. And 
the downward trend continued into 

2020. The value of non-residential 
permits was down 25% over the 
January to July period compared 
to last year.  We expect further 
retrenchment in permit values as 
more projects are put on hold amid 
an uncertain economic and business 
environment and as some companies 
re-assess their capital spending plans.   

On the other hand, heightened 
levels of government spending will 
deliver more large engineering and 
infrastructure projects.  Because it 
takes time for projects to ramp up, 
we expect the public infrastructure 
spending lift to show up in the 
second half of 2021. 

The residential construction sector 
looks poised to expand in 2020-21, 
despite the economic uncertainty 
and dwindling international in-
migration.  The upturn in home 
resales (i.e. turnover of established 
homes) is being fueled by ultra-
low mortgage financing costs. The 
provincial government may view this 
as an opportune time to advance 
plans to increase the number of 
purpose-built social and other non-
market housing units.  This year, 
economic output in the residential 
construction segment will fall but it 
should rebound in 2021. This year’s 
anticipated downturn also reflects 
a temporary pull-back in renovation 
spending.  

CONCLUDING THOUGHTS
For both Canada and B.C., the 
2020 downturn will be the deepest 
since the 1930s.  As B.C.’s economy 
struggles to gain traction, it 
will become evident that many 
businesses face higher operating 
costs owing to reduced occupancy, 
enhanced cleaning and service 

requirements, safety-related 
measures to protect staff and clients, 
and supply chain changes and 
disruptions. Additional costs and 
diminished sales could make some 
businesses unviable and prompt 
closures and insolvencies in the 
months ahead

An important feature of this 
pandemic-induced recession is the 
magnitude of job losses.  Getting 
people back to work quickly is 
essential.  But doing so will be 
hampered by partial re-openings, 
physical distancing rules in some 
sectors, and changes in consumer 
preferences and behaviour.

At this stage we judge the risks 
to the B.C. outlook to be roughly 
balanced.  Since the outset of the 
pandemic we have incorporated 
a (moderate) second wave into 
our projections. So, the fact that a 
second wave is now unfolding does 
not require us to adjust our forecasts 
accordingly.  The downside risk 
mostly stems from the potential for a 
second round of the accompanying 
widespread business closures.

One of the challenges for the 
recovery is that well-intentioned 
but poorly-designed labour market 
incentives could weigh on the 
pace and pattern of the recovery 
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One of the challenges for 
the recovery is that well-
intentioned but poorly-
designed labour market 
incentives could weigh on 
the pace and pattern of the 
recovery in employment 
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FIGURE 11 :  COVID-19 IMPACT VARIES ACROSS RETAIL SEGMENTS

 Source: Statistics Canada . Table: 20-10-0008-01.
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FIGURE 12: PROVINCE-WIDE, NON-RESIDENTIAL PERMITS SOFTENED PRIOR TO 2020

Source: Statistics Canada, Table: 34-10-0006-01.    Latest:  July 2020.    SA = seasonally adjusted.

100

200

300

400

500

600

700

800

900

1000

12 13 14 15 16 17 18 19 20

Th
ou

sa
nd

s

B.C. non-residential building permits, SA, millions $ 

 permits SA
 6-month moving average

Q3 2020 (SEPTEMBER) 



12

B.C. ECONOMIC  
REVIEW AND OUTLOOK

Where Leaders Meet to Unlock BC’s Full Potential | www.bcbc.com

FIGURE 13: PROVINCIAL HOUSING STARTS TURN HIGHER

 Source: Statistics Canada, Table: 34-10-0156-01.  Latest:  August 2020.  SA = Seasonally adjusted. 
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in employment.  There is a fine 
balance between rightly supporting 
workers laid off by COVID-19 
and inadvertently introducing 
disincentives to remain in the labour 
market and/or to retrain. It seems 
unlikely that such a balance will be 
found with only one day of scrutiny 
in Canada’s enfeebled federal 
parliament. 

As it prepares to end the very 
costly and heavily-subscribed 
CERB program, the federal 
government is simultaneously 
relaxing requirements and enhancing 
EI benefits.  We expect that a 
liberalized (and much more costly) 
EI system could be a drag on job 
creation over the coming year by 
inadvertently incentivizing  people 

not to find work and/or retrain. This 
raises the risk of extending the 
duration of unemployment and 
thereby entrenching long-term 
unemployment, with all its attendant 
economic and social ills. Nonetheless, 
as a result, we expect employment 
in B.C. will grind higher but not fully 
recover until the latter part of 2022.

Ken Peacock,  
Chief Economist  
and Vice President

David Williams, DPhil,  
Vice President of Policy
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