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Shortening 
Supply Chains 
and Reshoring 

Jobs

GLOBALIZATION STALLS

-Trade Disrupted
-Shortages Emerge
-Prices Surge





CANADIAN ECONOMY

Canada’s Economy 
Slows in 2022H2, 
Recession in Early 
2023

Canadian GDP 
Growth

2021 4.5%
2022f 3.2%f
2023f 1.0%f



CANADIAN ECONOMIC SLOWDOWN 



INTEREST RATE SENSITIVITY OF CANADIAN 
HOUSEHOLD SPENDING



DISAPPEARING AFFORDABILITY SLOWS HOUSING 
ACTIVITY



DROP IN AFFORDABILITY SLOWS HOUSING 
DEMAND



BUSINESS OUTLOOK DETERIORATES IN Q2



SIGNS OF ECONOMIC SLOWDOWN IN CANADA

Residential 
Investment Falls 

27.4% in Q2

Job Growth 
Slows in 

June through 
September

Housing Activity 
Retreats 
Sharply

Consumer and 
Business 

Spending Softens
Household 

Wealth Falls

Slowdown in 
Global Demand 

Weakens 
Exports



CANADA’S LABOUR MARKET IS VERY TIGHT

•



EMPLOYMENT ROSE IN SEPTEMBER



JOBLESS RATE FELL TO 5.2%, REVERSING SOME OF 
SEPTEMBER RISE



LABOUR FORCE PARTICIPATION RATE FALLING AS 
BOOMERS RETIRE



JOB VACANCIES EDGE DOWNWARD, BUT REMAIN 
ELEVATED

Businesses Cannot 
Find Workers



Rose to 5.2% in 
September for 4th

Consecutive 
Month > 5%

ANNUAL WAGE INFLATION ABOVE 5%





CANADIAN INFLATION FELL BY LESS THAN 
EXPECTED IN SEPTEMBER



CANADIAN CPI INFLATION AT 6.9% IN SEPTEMBER



SEPTEMBER CORE INFLATION EDGED UPWARD



BANK OF CANADA CORE INFLATION MEASURES



LARGEST YTD RENT INCREASES IN CANADA



INFLATION EXPECTATIONS RISE



RISK INFLATION BECOMES UNMOORED

Wages Surge 5.2%

Inflation Expectations Rise

Homeownership Costs & Rents





BANK OF CANADA

• 50 Bps Hike Oct 26
• Overnight Rate at 3.75%  
• Quantitative Tightening
• Overnight Rate Rises to 4% 

By Yearend



BOC OVERNIGHT RATE UP 50 BPS TO 
3.75%



PRIME RATE WILL MOVE TO 5.95%  



5-YEAR BOND YIELD FELL NEARLY 25 BPS TODAY



THE CANADIAN YIELD CURVE IS INVERTED



INFLATION VERSUS RECESSION

Costs Of Not Hitting 
2% Inflation

Costs Of A Mild 
Recession



AT LEAST A MILD 
RECESSION IS LIKELY 
NEXT YEAR 



BoC will tighten until they’re highly confident that they’ve 
done enough — that the labour market has sufficient 

slack to keep inflation low and stable, and that easing 
financial conditions won’t lead to an inflation rebound.



GREAT INFLATION SURGE (1975-1995)

Overnight Policy Rates, Cad and US

Inflation Rates, Cad and US

https://fred.stlouisfed.org/graph/?g=RV4y


INFLATION WAS OFTEN BELOW 2% TARGET FOR 30 
YEARS

2% 
Target







SLOWS 
HOUSING 
SUPPLY



SOME DISTRESSED 
NEW LISTINGS • Especially For 

Recent Investors 
With Short-term 
Financing



WAVE OF PROJECT DELAYS OR CANCELLATIONS  
Out of the 30,000 condo units that were supposed 
to be launched in 2022 in the GTA, no fewer than 
10,000 have been cancelled or put on hold. 

Situation in the purpose-built rental space is even 
worse.

Developers choosing to sit on their hands, rather 
than engaging in a money-losing projects.

Tight rental markets will become even tighter.



HOUSING DEVELOPERS EXPECTED 
TO CANCEL SOME PROJECTS 

Construction 
Costs are 
Soaring

Worker 
Shortage

Materials 
Shortage

Interest Rates 
are Rising

Loans Are More 
Expensive

Pre-
Construction 

Buyers Sidelined



HOUSING STARTS JUMP IN SEPTEMBER, DEFYING 
EXPECTATIONS 

Leading Gains, 
Condo 
Construction 
in Ontario 
Climbed 48% 
in September



ONTARIO ANNOUNCES PLAN TO MEET 1.5 MILLION NEW 
HOME TEN-YEAR TARGET

Cut development 
costs

Allow  up to three 
units on a single lot 

Reduce 
inefficiencies that 
delay construction

Support greater 
density near transit

Use provincial lands 
for affordable 

housing

Could trigger 
jurisdictional 

disputes

Raised the tax on 
homes purchased by 

foreigners to 25%



CANADIAN HOMEOWNERSHIP FALLS TO 66.5%



HOME SALES FALL SHARPLY IN Q3











HOME PRICE DECLINES FROM MARCH PEAK



FALLING HOME 
PRICES CAUSE 

APPRAISAL GAPS IN 
SOME REGIONS



FIXED-PAYMENT VRMS COULD HIT TRIGGER POINT

Hits Trigger Rate When 
Interest Portion Exceeds 

the Monthly Payment

Means Payment 
Insufficient To Cover 

Interest

Mortgage Starts to Grow—
Negative Amortization

In March 2020, Prime Fell 
to 2.45%

Now Prime is At 5.45+ 
.50= 5.95%

The Trigger Point Is Hit 
When  The  Principal 
Amount (+ Deferred 

Interest) Hits the Original 
Principal Amount

Royal Bank says 80,000 VRMs will 
hit trigger point by yearend

90+ day delinquencies remain at 
a near-30-year-low.



WHEN 
TRIGGER 
POINT IS HIT 
BORROWERS 
HAVE THREE 
OPTIONS*

Make a lump-sum payment against 
loan amountMake

Convert to a new loan at a fixed rateConvert

Increase monthly payment to pay 
principal within the remaining original 
payment period

Increase

*Each bank has slightly 
different Trigger Point 
definitions and approaches 
to managing the Trigger 
Point problem. You have to 
contact your individual 
lender and you should!



BOC SEES A 
SIZABLE 

PULLBACK IN 
HOUSING 
ACTIVITY 

OVER THE 
NEXT YEAR

Home resales and prices decline  

Residential construction and renovations 
weaken 

Stabilizes in late 2023 as population and 
income growth boost housing demand

Growth resumes in 2024



FOLLOW ME ON 

Twitter.com/DrSherryCooper

Linkedin.com/DrSherryCooper

Facebook.com/DrSherryCooper

#DrSherryCooper

SherryCooper.Com
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