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CAPITAL INVESTMENT TO RISE IN 2010

The latest issue of Statistics Canada’s Public and Private Investment Intentions Survey
presents a mixed picture on the outlook for capital investment in BC. For the most part it
is good news, with total capital spending in the province slated to rise to $42.2 billion in
2010, a 5% increase over 2009. Gains are expected in about half of all the high level
industries, although much of the overall rise is concentrated in the natural gas and mining
sectors. The impact of the recent recession is evident, as a larger than anticipated decline
in investment last year (down 14%) means the absolute level of capital spending in 2010
will remain well below the $47 billion recorded in 2008. In light of BC’s longstanding
productivity woes, it is also worrisome to see that business investment in machinery and
equipment is projected to
slip again this year.
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economic cycle. Heading into the 2008-09 recession, the survey correctly anticipated a
decline in investment, but it significantly underestimated the magnitude of the decrease.
Capital spending is now estimated to have dropped by 14% in 2009, twice as much as
predicted in last year’s survey.
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As reflected in the accompanying chart, capital outlays for non-residential construction
(consisting of buildings and engineering projects) are poised to climb by more than 8% this
year. With only a slight setback last year, non-residential construction remains strong.
Public sector construction expenditures (which are expected to jump $900 million or 12%
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this year) are an important reason for the overall gain, but private sector non-residential
construction is also on course to increase by $620 million (up 6%).
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slightly (1.8%) following a sizable 19% contraction in 2009. This suggests that many
companies are still looking to conserve capital and delay purchases of new equipment.
Given the timing of the survey, there’s a good chance that spending on M&E may end up
being stronger than expected. We certainly hope so, as academic research confirms a
strong positive linkage between M&E investment and productivity growth.

Overall, the Investment Intentions Survey suggests that investment spending will boost
economic growth this year, with the largest lifts in dollar terms coming from natural gas,
housing construction and mining, in that order. All other provinces except Manitoba are
also projected to post higher capital spending in 2010.
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