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[English]

The Chair (Mr. Peter Fonseca (Mississauga FEast—
Cooksville, Lib.)): I call this meeting to order.

Welcome to meeting number 12 of the House of Commons
Standing Committee on Finance. Pursuant to a motion adopted in
committee on January 12, 2022, this committee meeting is on infla-
tion in the current Canadian economy.

Today's meeting is taking place in a hybrid format, pursuant to
the House order of November 25, 2021. Members are attending in
person in the room and remotely using the Zoom application. The
proceedings will be made available via the House of Commons
website. So you are aware, the webcast will always show the per-
son speaking, rather than the entirety of the committee.

Today's meeting is also taking place in a webinar format. Webi-
nars are for public committee meetings and are available only to
members, their staff and witnesses. Members enter immediately as
active participants. All functionalities for active participants remain
the same. Staff will be non-active participants and can therefore on-
ly view the meeting in gallery view.

I'd like to take this opportunity to remind all participants to this
meeting that screenshots or taking photos of your screen is not per-
mitted.

Given the ongoing pandemic situation and in light of the recom-
mendations from health authorities, as well as the directive of the
Board of Internal Economy of October 19, 2021, to remain healthy
and safe, all those attending the meeting in person are to maintain a
two-metre physical distancing and must wear a non-medical mask
when circulating in the room. It is highly recommended that the
mask be worn at all times, including when seated. Participants must
maintain proper hand hygiene by using the provided hand sanitizer
at the room entrance. As the chair, I'll be enforcing these mea-
sures—through the clerk, as he is in the room—for the duration of
the meeting. I thank members in advance for their co-operation.

To ensure an orderly meeting, I'd like to outline a few rules to
follow.

Members and witnesses may speak in the official language of
their choice. Interpretation services are available for this meeting.
You have the choice at the bottom of your screen of floor, English
or French. If interpretation is lost, please inform me immediately,
and we will ensure interpretation is properly restored before resum-
ing the proceedings. The “raise hand” feature at the bottom of the

screen can be used at any time if you wish to speak or alert the
chair.

For members participating in person, proceed as you usually
would when the whole committee is meeting in person in the com-
mittee room, keeping in mind the Board of Internal Economy's
guidelines for mask use and health protocols.

Before speaking, please wait until I recognize you by name. If
you are on the video conference, please click on the microphone
icon to unmute yourself. For those in the room, your microphone
will be controlled as normal by the proceedings and verification of-
ficer. When speaking, please speak slowly and clearly. When you're
not speaking, your mike should be on mute. I remind you that all
comments by members and witnesses should be addressed through
the chair.

With regard to a speaking list, the committee clerk and I will do
our best to maintain a consolidated order of speaking for all mem-
bers, whether they are participating virtually or in person.

The committee agreed that, during these hearings, the chair will
enforce the rule that the witness's response to a question take no
longer than the time taken to ask the question. That being said, I re-
quest that members and witnesses treat each other with mutual re-
spect and decorum. If you think the witness has gone beyond the
time, it is the member's prerogative to interrupt or ask the next
question. To be mindful of other members' time allocation during
the meeting, I also request that members stay within a half a minute
or so for the duration of their allotted question time. Though we
will not interrupt anyone during a member's allotted time, I'd like to
keep you informed that our clerk has two clocks to time members
and witnesses.

I'd now like to welcome the witnesses from Statistics Canada.

We have Mr. Anil Arora, the chief statistician of Canada. We
have Mr. Greg Peterson, the assistant chief statistician from eco-
nomic statistics. We have Ms. Heidi Ertl, director of the consumer
prices division. Welcome.

You will have five minutes for your opening statement or re-
marks before we get into questions from members.

The floor is yours.
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Mr. Anil Arora (Chief Statistician of Canada, Statistics
Canada): Good afternoon, Mr. Chair and members of the finance
committee. I'm pleased to be here with Mr. Peterson and Ms. Ertl
today.

[Translation]

Canada and the world are continuing to respond to the
COVID-19 pandemic, and the role of Statistics Canada and evi-
dence-based information is more important than ever to support
Canadians.

[English]

We take our responsibility of providing high-quality data and in-
sights to policy-makers and decision-makers very seriously. Despite
the challenges of direct collection with households and businesses,
we have never provided more timely, detailed or integrated statis-
tics.

The CPI, or consumer price index, one of the most important and
impactful indicators, continues to be a reliable and robust mecha-
nism to convey the impact of the pandemic on consumer inflation
and our changing consumption patterns. We’ve all noticed that gas
prices initially plunged and subsequently surged, rising 43.6% com-
pared with November 2020. Our food costs are 4.4% higher. Every
trip to the grocery store reminds us of the impacts of weather events
and supply disruptions, as consumer prices adjust to higher ship-
ping costs, higher input costs and, generally, people eating at home
instead of at restaurants. New home prices and resale prices are
both up significantly year over year.

Inflation, or the rate at which prices change over time, is not al-
ways easy to measure or interpret, but we all notice it and the CPI
is key to understanding it. Employers use the CPI to make cost-of-
living adjustments in wages and salaries, and governments use it to
adjust income taxes and such social benefits as the CPP and old age
security.

[Translation]

The CPI is an essential tool for setting and evaluating economic
policies, particularly for the Bank of Canada. It has been used to
monitor Canada's economy since it was created in 1914.

[English]

Aligning with the concepts and standards set by international
bodies, the CPI is an extremely robust statistical indicator that's re-
viewed and enhanced regularly under the guidance of experts at
Statistics Canada's prices division. From widespread global supply
chain constraints to shifting and pent-up consumer demand and be-
ing able to shop, dine and travel more last year than in 2020—all of
it impacted our inflation rate, which reached 4.7% in November of
2021.

As part of the broader trend during the pandemic, Canadian con-
sumers sought to improve their immediate surroundings with such
items as furniture, appliances and passenger vehicles, which were
impacted by higher demand as well as global shortages of semicon-
ductor chips. More living space and outdoor amenities also became
popular, which, coupled with historically low interest rates and

higher building costs, pushed the costs of home ownership higher
in Canada.

[Translation]

The CPI captures these changes from month to month to measure
changes in the average prices for Canadian consumers based on the
cost of a fixed basket of goods and services.

Imagine a shopping basket that is filled with the same quantity of
the same products every month. The products in the basket include
groceries, electricity and water rates, haircuts, and so on. Monitor-
ing the cost of these products over time measures the pure price
change.

Society and Canadians' purchasing patterns change over time and
so does our basket. For example, instead of including the price of a
record player or eight-track, today's basket includes items such as
smart phones and computers.

[English]

In an effort to improve and identify changing spending patterns
faster in response to the pandemic, we moved the annual updates to
the basket weights. Grocery prices are now mostly collected using
point-of-sale data, the data that are generated when the item is
scanned, drawing directly on Canadians' transactions at the store.
This is the highest-quality data available and ensures that the prices
collected are what we actually pay in a given month, including
sales and specials.

® (1445)

We've added such new tools as the personal inflation calculator,
partnered to develop complementary products, conducted seminars
and workshops, and enriched our outputs with greater analysis. We
continue to experiment, enhance and support our collective under-
standing so that the CPI and other measures can stimulate good de-
bate and ultimately allow good decisions, which impact us all.

[Translation]

My colleagues and I would be glad to take any questions.

Thank you very much.
[English]

The Chair: Thank you, Mr. Arora. You are right on time.

Thank you to your members for being with us today.
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We will move to our first round of questions. Each party will
have six minutes to ask questions of our chief statistician and his
colleagues.

We will start with the Conservatives.

Mr. Poilievre, you are up for six minutes.

Hon. Pierre Poilievre (Carleton, CPC): Yes, Mr. Chief Statisti-
cian, the last time I saw you, you were having a CPl-adjusted
breakfast over at the local diner in Manotick. It was great to see you
in person then, and I hope that I will see you again in person soon.
Thank you for being here today.

When Justin  Trudeau took power, the typical home
cost $434,500. Now it's $811,700, according to the MLS housing
price index of the Canadian Real Estate Association. That's over
85% inflation in six years. Last year, home inflation hit over 25%,
which the real estate association's chief economist called the
“biggest gain of all time”. That followed the $400 billion of newly
created cash that the government pumped into financial markets,
much of it lent out in risky variable mortgages at interest rates well
above inflation. These negative real rates literally pay people to
borrow and bid up prices.

Housing inflation is homegrown, Mr. Chief Statistician.
Bloomberg reports Canada has the second most inflated housing
bubble in the world. The average family must spend two-thirds of
their gross income on monthly payments for the average home in
Toronto or Vancouver, which Demographia calculates are respec-
tively the world's fifth and second most unaffordable markets.
Banking rules, mortgage insurance, monetary policy, money laun-
dering are all federal. So is housing inflation, here and now under
this government. That is Justinflation.

How are you, over at Statistics Canada, including real estate
costs in your CPI? Of course, you don't use real estate prices as part
of the consumer price index basket. Rather, you use “shelter”,
which is itself a bundle of different measures, including interest
costs—which, as I mentioned earlier, are artificially suppressed—
energy costs, utilities, insurance and so on. How do you capture
within that “shelter” subset the extraordinary rise in year over year
house prices?

Anyone can take that question.

Mr. Anil Arora: Thank you very much, and it's a pleasure to see
you again virtually.

First of all, there's no question that, in a number of our indica-
tors, we're seeing the new housing price index showing us almost a
12% year-over-year gain. You're starting to [7Technical difficulty—
Editor] also show a 17.7% increase year over year, so there's no
question that the house prices are, in fact, increasing. We take a set
of comparable types of [ Technical difficulty—Editor] areas and then
adjust it for the size and so on, and then we measure the change
over time.

As you mentioned, in the CPI itself, a dwelling—a shelter—is
considered an asset. It is something that you purchase once, like
a_

Hon. Pierre Poilievre: Where would the price be factored in?
Which subcomponent is it? Is it in the homeowners' replacement
cost?

® (1450)
Mr. Anil Arora: There is a shelter cost—

Hon. Pierre Poilievre: I got that, as I mentioned at the outset.
‘What is the subcomponent?

Mr. Anil Arora: —of which homeowners' replacement cost
makes up 5.6% of the weight, if you like, of that.

Hon. Pierre Poilievre: Is that what changed by 12% year over
year?

Mr. Anil Arora: You're seeing home ownership change year
over year by 13.5%. The homeowners' replacement cost would be a
subcomponent of the housing cost—

Hon. Pierre Poilievre: That's right, but it's interesting, because
the CREA calculates about twice the house inflation that you do.
They have it around 25% or 26%. You have it at 12% or 13%. I've
looked into why there's this discrepancy and who is right, and I
have to say, with respect, that it doesn't look to me like Statistics
Canada has this right.

Let me give you an example. According to the Statistics Canada
housing price index, which is used for the homeowners' replace-
ment cost, Vancouver has only seen a 25% increase in house prices
since 2008. The MLS home price index and the Teranet home price
index, two of the most respected in the world, say that it's closer to
120% in Vancouver. If you walk around the streets of Vancouver
and tell people house prices are only up 25% in Vancouver since
2008, Mr. Chief Statistician, I think they would laugh you out of
the city.

Can you explain why your measurement of house prices is so far
off the other world-renowned measurements that are out there?

Mr. Anil Arora: Our methodology's been around for a few
decades now. We take a set of types of dwellings—single, multi,
etc.—in the various geographies in the country, and then we mea-
sure that over time. That's how we get at the new house pricing in-
dex.

Again, as [ mentioned, in the CPI, we consider home ownership
an asset that, if you like, you gain over time. You do factor in inter-
est rate costs, utility costs, and maintenance and insurance costs.
That's how we measure, in the CPI, a good that represents the over-
all shelter cost, of which homeowners' replacement is a subset that
is weighted to what Canadians spend overall in a given basket.

The Chair: Thank you.
Now we'll move to the Liberals for six minutes.

Ms. Dzerowicz.
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Ms. Julie Dzerowicz (Davenport, Lib.): Thank you so much,
Mr. Chair.

I want to thank you, Mr. Arora, for your presentation. I want to
thank your team for coming on such short notice. I want to thank
you and your team for the important contribution and role that you
play in our country, particularly right now, when we really need our
data.

Because we're just starting this very important study on inflation,
I want to provide some context about where we are right now. I'm
going to quote a little bit of what I read in the Globe just two week-
ends ago. It was quoting Professor Adam Tooze from Columbia
University, who wrote a book called Shutdown. He said that the
first half of 2020 was historic. He said that 95% of the world's
economies suffered a simultaneous contraction. That had never
happened before. Three billion adults were furloughed from their
jobs, or tried to work from home. That hadn't happened either.
More than a billion and a half young people had their schooling in-
terrupted. That's still happening. The sum of lost earnings, just in
the first months of the pandemic, was $10 trillion U.S., more than a
10th of the global GDP.

However, in Canada, and in many places in the world, the econo-
my has come back. Unemployment is now at around 5.9% versus
13%, which was at the start of the pandemic. GDP is back to where
it was. The S&P 500 index is twice as high as it was in March
2020. Household wealth in Canada has risen by a full quarter above
prepandemic levels. The average Canadian household added $5,000
to its savings account. The economy's recovering in many ways,
much quicker than we thought.

I think the other point that's really important to make is that, in
the U.S., only a small portion of its emergency dollars has actually
gone to households. Professor Tooze has actually lauded Canada.
He said our more generous payouts to the middle class have been
an “underrated innovation in the history of the welfare state.”

My first question to you, Mr. Arora, is the following. There's a
narrative that the ultrarich are seeing their wealth grow and all oth-
er Canadians are facing increased hardship following the pandemic.
In your year-end update, you noted lower-wealth households and
young families have seen disproportionately large increases in their
income and wealth. Can you tell us more about this?

® (1455)
Mr. Anil Arora: Thank you for your question.

We do a distributed household economic account. I think the ref-
erence there is to what has been the change by quintile. We do see a
disproportionate increase in the disposable income and the overall
wealth of lower-quintile households. We see about 85% of the
wealth going to the two lowest quintiles.

One has to keep in mind the absolute numbers. The highest quin-
tiles have a more significant overall number in the amount that they
have. However, we did see, throughout the pandemic, largely
through increased savings because they're not spending as much
and of course transfers, a higher, disproportionate amount go to the
lower two income quintiles.

Ms. Julie Dzerowicz: Thank you.

Do you have any data that shows what could have happened if
the federal government had not taken strong action to combat the
COVID crisis?

Mr. Anil Arora: No, not directly. I think we can discount the
transfers to various income quintiles and the data show that, even
without the payments, there would have been a slight increase, but
clearly the payments that were made increased the overall wealth
and the disposable income of the lower quintiles, more dispropor-
tionately than at other levels. We also saw a slight increase in the
higher quintiles as well, but in percentage terms, it was much lower
than what we saw in the lower two quintiles.

Ms. Julie Dzerowicz: Thank you so much, Mr. Arora.

1 was shovelling my walk this morning—it took a really long
time, just to let you know—and my neighbour asked me, “What do
you do again?" I told him that I was going to be on the finance
committee and we were going to talk about inflation. He said,
“Make sure to talk about housing. The prices are too high.” So on
behalf of my neighbour and I think many Canadians, I will ask you
about housing. I think Mr. Poilievre also started off on this.

We as the federal government, since we came in in late 2015,
have been spending an exorbitant amount of money on really mak-
ing housing a priority. We introduced a national housing strategy. Is
it too soon to see the impact of our spending on home prices and
the availability of housing? That's my first question.

Then there's the fact that many people use housing as an invest-
ment, or actually as a pension. Is that in any way somehow incorpo-
rated into or reflected in the numbers that you present in your year-
end report?

Mr. Anil Arora: Thanks again.

With regard to your first question, I think I would let the policy-
makers who are going to come after speculate as to whether or not
it's too soon. At Statistics Canada we try not to get into that kind of
forecasting.

In terms of a household, and the house itself as an investment,
absolutely. There is no question about it. That's why you see some
of the accounts we've put out, which show that the wealth actually
has increased because the value of the house has obviously gone
up. In many cases, the mortgage costs have come down overall,
8.5% year over year.

You are seeing...and of course, those that—
The Chair: Thank you, Mr. Arora.
Mr. Anil Arora: Of course. Thank you.

The Chair: We will move to the Bloc with Mr. Ste-Marie for six
minutes.

[Translation]

Mr. Gabriel Ste-Marie (Joliette, BQ): Thank you, Mr. Chair.
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It is my turn to say hello to you, Mr. Arora, Ms. Ertl and Mr. Pe-
terson. Thank you very much for taking the time to come and an-
swer our questions this afternoon and for the work that you do. I
commend the entire Statistics Canada team. Having good quality
data is the foundation for developing public policy.

I believe that Mr. Arora would be the best placed to answer my
first question, but if not then anyone who is able to answer it can do
sO.

Can you confirm that next Wednesday is when you will be pub-
lishing the most recent statistics on inflation?

® (1500)
Mr. Anil Arora: Yes.

Mr. Gabriel Ste-Marie: Can you give us a sneak peek at that
data this afternoon?

I can see by your reaction that the answer is no. I understand giv-
en the impact that it could have on the markets, but I had to try.

If I am not mistaken, at the beginning of the pandemic, there was
a drop in the price of some goods, such as gasoline. Since then,
those prices have returned to or even exceeded what they were be-
fore. Inflation is now higher than what we expected.

According to the most recent data, what is the approximate per-
centage of annual inflation and what portion of that is attributable
to price recovery following the drop observed at the beginning of
the pandemic?

Mr. Anil Arora: Unfortunately, we cannot share that data with
you before it is officially published. You will have to wait until
Wednesday morning like everyone else.

With regard to gasoline in particular, gas prices, which are set
elsewhere as you know, dropped because of the restrictions that
were being imposed throughout the world. Once the restrictions
were lifted, gas prices went up. In April of last year, the Organiza-
tion of the Petroleum Exporting Countries, or OPEC, also reduced
its production, which caused gas prices to rise by 25% over the
summer.

We estimate that gas has a weight of approximately 3.6% in the
CPI basket and, over a period of one year, from November 2020 to
November 2021, the price of gas increased by 43.6%. On a monthly
basis, from October 2021 to November 2021, the price of gas
dipped slightly by 0.1%. It still depends on the restrictions, the
global situation and production.

Mr. Gabriel Ste-Marie: Okay. Thank you.

I used gasoline as an example because it is a striking one, but |
will ask you that question again as it pertains to the economy as a
whole.

We can use the example of the consumer price index or CPI. Ac-
cording to your most recent data, what percentage of inflation does
that represent?

Also, what percentage is attributable to price recovery rather than
to an inflation crisis per se?

Mr. Anil Arora: [ will ask my colleagues, Ms. Ertl and Mr. Pe-
terson, if they can provide more detailed answers to those ques-
tions.

Ms. Heidi Ertl (Director, Consumer Prices Division, Statistics
Canada): Thank you very much.

I will answer in English because I will be using some rather tech-
nical vocabulary.

[English]

What we know, as the chief statistician described, is that many
components experienced base effect. When you compare 2021 to
the first year of the pandemic, 2020, we look at the impact of base
effect, but it is really specific to various components and those
components vary from month to month.

1 should point out that gasoline has been the biggest driver of in-
flation in recent months. That was also one of the key components
where we saw very large base effect as we came round to the first-
year anniversary of the onset of the pandemic. I would also like to
point out that as we are now beyond 12 months of the pandemic,
we don't see base effect as a key contributing factor. The increases
over the last several months have really been focused on pure price
pressures.

® (1505)
[Translation]
Mr. Gabriel Ste-Marie: Thank you.

Do I have any time left, Mr. Chair?
[English]
The Chair: You have about 15 seconds.

[Translation]

Mr. Gabriel Ste-Marie: I will stop there then. I still have a lot
more questions to ask during the next round.

Thank you again.
[English]
The Chair: Thank you, Monsieur Ste-Marie.

We are now moving to the NDP and Mr. Blaikie for six minutes.

Mr. Daniel Blaikie (EImwood—Transcona, NDP): Thank you
very much to our witnesses for being here with us today.

I wanted to ask for a bit more historical context on the question
of housing prices in Canada. We've seen extraordinary pressure just
in the last couple of years. Anecdotally, in the Winnipeg market—
just as the example that I know better—it seems that housing prices
have been doubling about every five years or so for the last 20
years.

Have you compared the rate of housing price increases over the
last couple of years to the trend line for the last 15 or 20 years?
Could you give us a sense of the extent to which these are excep-
tional price increases in comparison to that trend? To what extent
are those price increases following a trend that has been making
housing more and more unaffordable for Canadians for some time
now?
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Mr. Anil Arora: It's fair to say that in the last two years we've
seen a sharp acceleration in housing prices. As you mentioned, in
some jurisdictions it's been a little bit more. Even within cities,
we've seen a differentiation as people try to get out and get a bit
more space in the suburbs and in single family homes, etc. Howev-
er, our data are showing that these are very sharp increases overall.

Yes, we did see an increase over time, but the last period has
been exceptional in terms of increasing. There are a number of fac-
tors, as we've discussed before.

Mr. Daniel Blaikie: Yes. Maybe you could list those factors and
then I'll have a follow-up question for you.

Mr. Anil Arora: Sure. There has been increased saving. As I
mentioned, people are working from home in some cases and they
want to have a bit more space. [Technical difficulty—Editor] really
resulted in that increased price that you see. Even in Winnipeg, you
see those prices have gone up quite sharply in the last couple of
years.

Mr. Daniel Blaikie: Beyond people wanting to upgrade their pri-
mary residence to have more space or a larger yard, or things that I
think people have come to value greatly during the pandemic, one
of the factors we hear a lot about is investment as being a real driv-
er in the housing market and that there are at least two classes of
investors.

One is more a commercial investor and with [Technical difficul-
ty—Editor] corporate we've heard talked about sometimes. Then
there is your typical Canadian homeowner who may have owned
their home for a while now, has a bit of equity in their home and
has decided to use that equity to purchase a second property that
they then rent out, whether it's a vacation property and they're do-
ing that on Airbnb, or they're providing [Technical difficulty—Edi-
tor] can't afford to buy their own home or who would rather rent.

When we talk about the increased pressures in the housing mar-
ket and this investor presence, does your data allow one to kind of
weight these factors at all in terms of how much of the pressure is
from Canadian households looking to upgrade their primary resi-
dence versus different classes of investors that are entering the
housing market for a source of passive income?

Mr. Anil Arora: I think there are multiple questions there. I'll
ask Greg to maybe talk a bit about some of the data on [Technical
difficulty—Editor], but specifically to the last part of your question,
for sure we saw lumber prices increase, as you've seen, just about
12% year over year. We saw, in the summer, renovation and garden
shops and the lumber stores see significant [Technical difficulty—
Editor] products. Yes, we do see a big difference in the overall
wealth of somebody who's gotten into the housing market and has
built that equity over time, maybe even saving for their retirement
versus somebody who has rented over the course of their life. Yes,
that certainly does provide incentives to invest in secondary proper-
ties and so on.

Maybe I'll ask my colleagues to see if they have a little more de-
tail on that breakdown of how many people are in that investment
space.

® (1510)

Mr. Greg Peterson (Assistant Chief Statistician, Economic
Statistics, Statistics Canada): Thank you.

I don't have that data immediately available, but we can pull an
extract from our housing statistics program for the clerk.

For the past few years, we have been taking a look at home own-
ership, that is, who owns homes. We started this exercise for the
purpose of trying to identify and confirm ownership of Canadian
properties. A lot of that work is still in progress, so again I'd be
happy to provide the clerk with whatever information we can on the
class of owner, if you will.

Mr. Daniel Blaikie: Thank you very much. That would be help-
ful.

The Chair: You have 15 seconds, Daniel.

Mr. Daniel Blaikie: Okay. Following Mr. Ste-Marie's lead, I'll
cede the 15 seconds.

The Chair: Thank you.

Now we're moving into our second round, members and witness-
es. This will be a five-minute round.

We're starting with the Conservatives, and I have Mr. McLean up
for five minutes.

Mr. Greg McLean (Calgary Centre, CPC): Thank you, Mr.
Chair.

Welcome, everybody.

Mr. Arora, thanks very much for appearing here today. It's a plea-
sure to meet you this way.

When Justin Trudeau took power six years ago, the typical home
price was $434,500 in Canada. Now that price of that typical family
home in Canada is $811,700. That's 85% inflation in six years. Last
year, home inflation hit 25%, which an economist from the Canadi-
an Real Estate Association called the “biggest gain of all time”.

That followed $400 billion of newly created cash the government
pumped into financial markets, much of it lent out for risky variable
mortgages and interest rates well below both expected inflation and
actual inflation, as you're seeing now. These negative rates literally
paid people to borrow and to bid up prices, but banks look at the
cost of home ownership by looking at total home ownership costs
as a percentage of income, which are usually between 25% and
40%. With taxes on housing rising and inflation on the required re-
pairs rising, the percentage of median family income dedicated to
housing is obviously rising. At the end of 2021, the National Bank
of Canada calculated that percentage as being 60%. Remember,
banks usually look at the median being around 25% to 40%, where
they can lend.

Is that 60% of median family income that is now required for
housing considered in StatsCan's inflation calculations?

Mr. Anil Arora: Thank you for that question.
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The way we come at [Technical difficulty—FEditor] is we do an
annual survey of the typical consumption of the Canadian house-
hold. That is then used to weight components of the CPI. We do
this now on an annual basis. The last one showed without a ques-
tion that shelter costs make up about 30%, if you like, of the weight
of that basket, and as I mentioned earlier, that has various subcom-
ponents—household operations, furnishings and equipment—
which are just about under 15%. We talked earlier about the re-
placement component, and so on.

Then, of course, we do have other measures that we look at.
When we compare it to the median income of a particular house-
hold, at what point do those basic costs then put them in core hous-
ing need? When those costs increase above that rate, then we deem
that household and every member within that household to be in
core housing need. The last figure we had was that about 10% of
Canadian households were in that position where it was felt they
were spending a disproportionately high portion of their income on
shelter costs, compared to the income—

® (1515)

Mr. Greg McLean: My takeaway from the response so far is
that the National Bank says 60% of median income is required for
shelter in Canada right now, while you have it calculated in your in-
flation calculation at 30%. Is that the difference between what the
banks are seeing as the cost of shelter and what you are calculating
as the cost of shelter?

Mr. Anil Arora: Again, I can speak to how we do it. Ours is a
very stable, rigorous approach over time. We survey tens of thou-
sands of households and find out what they are spending their in-
come on in a typical month, down to a very small differential be-
tween what they take in and what they spend, and then that forms
the basis, if you like, of the weight within the CPI. Then we mea-
sure the change in that expenditure over time to come at the in-
dex—

Mr. Greg McLean: So in arriving at the current inflation rate,
you're still minimizing the amount of household income that would
be allocated toward shelter, because it's part of a long-term trend
and you're not going to pay attention to the blips that are happening
that may be short term, much like transitory inflation might be short
term. Is that correct?

Mr. Anil Arora: There are two concepts here. One is how you
measure the change in that basket as exemplified by that typical ex-
penditure. It just says that in terms of shelter costs, we're talking
about an average household spending about 30%. That serves as the
weight in the basket, and then you see that change over time. Year
over year, it has gone up 4.8%. I think I talked earlier about the dif-
ferent components of what that means.

This whole notion of a percentage of the income of a household
is a separate measure, and that's where I was going in terms of the
core housing needs. We do measure that as well.

The Chair: Thank you, Mr. Arora.

Just before we move to the Liberals and Mr. Baker, Ms. Ertl, you
have your hand up.

Ms. Heidi Ertl: It's only if there would be time to take this—

The Chair: Okay, I thought it was maybe for something.... No,
not at this time.

Ms. Heidi Ertl: That's fine.
The Chair: We're now moving to the Liberals and Mr. Baker.

Mr. Yvan Baker (Etobicoke Centre, Lib.): Thanks very much.

Mr. Arora, and to your team, thank you very much for being here
and for all the work you do in collecting the data at Statistics
Canada and providing the insights that helps policy-makers and
Canadians make important decisions that touch us all. Thank you
on behalf of our team and our caucus for that.

My first question is this: Is the current rate of inflation experi-
enced in Canada unique to Canada, or is this a global problem?

Mr. Anil Arora: I won't judge whether it's a problem or not, but
certainly our rate was 4.7% year over year in the last release that
we put out. When you compare that to, let's say, the OECD average,
which is at 5.8% or 5.9%, you can see that there are many countries
that are higher. The U.S., of course, has a rate quite a bit higher
than ours, and then there are other countries—Switzerland, for ex-
ample—that have a much lower rate than ours. By and large, we are
in the middle of the pack with other G7 European countries, which
have about the same rate as ours or are maybe even a little bit high-
er than we are.

Mr. Yvan Baker: Okay. That's great. Thank you for that.

The economists I have read on the topic of inflation recently
have indicated that the current rate of inflation in Canada is caused
by a number of key factors. They cite things like supply chain bot-
tlenecks and shortages of key materials; labour shortages, which
have caused increases in the cost of labour in certain sectors in par-
ticular; changes or increases in the price of gas or energy over time;
and stronger consumer demand. When economies reopened, con-
sumer demand picked up, so demand for those goods increased.

Do you agree that those are the primary causes of the inflation
we're seeing right now?

Mr. Anil Arora: Yes, I think our figures show that.

The only thing I would add is a shift in the nature of that demand
now as well, as we've discussed before as it pertains to eating at
home and cooking at home as opposed to in a restaurant. Also, even
in a restaurant, as you know, many restaurant owners had to invest
in patios and so on with lumber prices that were quite high, so even
in going out to eat you're seeing higher costs.

We talked about housing. The nature of that demand has obvi-
ously resulted in a shift in production and where it's coming from.
A higher savings rate has resulted in people wanting to renovate
and upgrade their houses and so on.

I wouldn't discount the nature of the change, in addition to the
points you have raised, as being components of what we see in that
increased CPI.
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® (1520)

Mr. Yvan Baker: [Technical difficulty—Editor] just said that we
know inflation is a global phenomenon and that it's faced by coun-
tries around the globe. We know the factors that it's driven by. You
and I have just talked about those. You've just cited those or agreed
to the ones that I cited. There are some who are arguing that some-
how government spending has caused what we're seeing in Canada,
that it has caused this global inflation problem.

Mr. Poloz, the former Bank of Canada governor, recently was in-
terviewed. He was asked about this. He said:
I think that's not right... In fact, what the stimulus did was to keep the economy

from going into a deep hole in which we would have experienced persistent de-
flation.

Do you agree with what Mr. Poloz is saying?

Mr. Anil Arora: I'm going to reserve judgment on the different
aspects.

All T can say is, has there been a net transfer from government to
households? Yes. Has that resulted in an increased savings rate?
The answer is yes. Has it had a disproportionate impact, as we dis-
cussed earlier, on regions and parts, on different households and so
on? The answer is yes. Does that factor—in addition to all those
other aspects that we just talked about—in an increased demand
and potentially, in some cases, a diminished supply? The answer is
yes.

All those factors are important to take into account when you see
what the figures are showing us in the various elements and in vari-
ous parts of this country.

Mr. Yvan Baker: Okay, but based on.... I'm thinking back to
your prior answer to my prior question. What I heard you say—and
I'm just asking to make sure I understand—is that the primary
drivers of inflation today are those other things we talked about:
supply chain bottlenecks, labour shortages, the shifts in the nature
of demand that you spoke to, and stronger consumer demand afer
the reopening. Are those still the primary drivers? I appreciate that
there are many drivers, but are those the primary ones?

The Chair: We'll have a short answer, please.

Mr. Anil Arora: The ability to consume is the biggest driver,
and these are actual costs that people are paying. The source of
where that ability to consume is coming from has various aspects to
it and, of course, what we're measuring in the CPI is what that
change by those components we talked about is. It is a combination
of those things.

The Chair: Thank you.

Now we'll move to the Bloc and Monsieur Ste-Marie for two and
a half minutes.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.
Mr. Arora, if I understand Statistics Canada's approach correctly,

the statistics that you publish, for example those on inflation, get
reviewed later.

Can you explain to the committee the process that is followed
when preliminary data is published? How many times will it be re-
viewed? What kind of changes could be made?

Mr. Anil Arora: Thank you very much for your question.

No, we do not review the CPI data. Of course, we adjust the sea-
sonal measures after consulting with experts, but the results are the
results and we usually do not adjust them.

There are several reasons for that. The first has to do with quali-
ty. The second is that the results are used in many different ways,
such as to establish pensions and wage agreements, among other
things. It would cause problems if we were to continually adjust the
data.

If there is a problem with the quality of the data, we correct it
immediately, but we are not in the habit of systematically reviewing
the data, so the answer to your question is no.

® (1525)

Mr. Gabriel Ste-Marie: Your answer was very clear. Thank
you.

Many of my colleagues talked about what is happening in other
countries.

To what extent can the inflation-related measures published by
Statistics Canada be compared to the statistical data of the United
States, other G7 countries or Europe? Do we all use the same
method? Can comparisons be made?

Mr. Anil Arora: Other organizations establish the standards and
we follow them.

However, in a situation like ours, we have to personalize some of
the CPI subcomponents. For example, obviously, the records, the
level or quality of data, the data sources available, and the burden
on and resources available to Statistics Canada determine the prior-
ities, methods and data sources that will give us the best numbers.
We are among the best in the world in terms of data quality.

The Chair: Thank you.
Mr. Gabriel Ste-Marie: Thank you, Mr. Arora.

Mr. Chair, [ would like to rise on a point of order.

A few minutes ago, the interpreters indicated that they were hav-
ing a hard time doing their job because Mr. Blaikie and Mr. Arora
were speaking too quickly.

[English]
The Chair: Thank you, Monsieur Ste-Marie.

On that note, if everybody could just slow down a little bit in
terms of the pace of their speaking and could be very clear, that
would help our great interpreters. They do a fabulous job and we
thank them very much.

We are now moving to the NDP. We have Mr. Blaikie up for two
and a half minutes.

Mr. Daniel Blaikie: Thank you very much.
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My question has to do with the increase in the price of groceries.
I'm curious to know whether the Statistics Canada information, the
information that you collect and have access to, helps us understand
where the cost pressures are when it comes to grocery pricing.

There's the primary production. There's processing and packing.
There's transportation, and then there's retailing. Could you talk a
little bit about where costs are going up in particular within that
supply chain and what some of the factors [Technical difficulty—
Editor] increase?

Mr. Anil Arora: Certainly. I'll try to address both parts of your
question and maybe even ask my colleagues to jump in.

The first thing we do is to get a couple of hundred food items
from each of the major grocery chains out there. We get millions
and millions of actual prices and quantities of what people are buy-
ing sent to us at Statistics Canada. When that can of beans or that
pot roast or whatever it is goes across the scanner, we get a copy of
that. Then, as I mentioned earlier, based on the weights of what
people are consuming, we determine the price change for the same
quantity adjusted for that quality difference, and then we come up
with the price of that.

We look at food, non-alcoholic beverages and meat specifically.
We have breakdowns of those. For example, meat makes up about
2.3% of the weight of that basket, and we know that's gone up 9%
year over year. Month to month, it actually dropped 0.4%. Some
things have gone up but fresh vegetables, for example, have actual-
ly gone down.

The second part of your question was what the determinants are.
Weather, no surprise, is a major determinant of what's going on.
When we've seen droughts, the slaughter prices have gone up, and
of course we saw a big shift there as nobody could feed their live-
stock, so we saw increases. Weather is a major factor.

The input costs—fertilizers and so on—are based on the price of
fuel and so on. As we see changes in those, we'll see changes creep-
ing up into the food costs. You mentioned supply chains, and, of
course, we know that a certain portion of our goods are from the
States, for example, or are imported. Those are the factors there.

® (1530)
The Chair: Thank you.

We'll move on now to the Conservatives. We have Mr. Chambers
for five minutes.

Mr. Adam Chambers (Simcoe North, CPC): Thank you very
much, Mr. Chair.

Thank you very much to our witnesses, who have, on short no-
tice, come to help our committee with this study. Thank you for the
work you do to give government and policy-makers some timely
information.

One of my colleagues was asking about some changes in restat-
ing or maybe going back and looking at previous CPI measures, but
I'd like to just ask a question about some of the methodology
changes we've seen. I note that we've changed the basket weighting
and referenced the year 2020, which to me seems a little bit of an
interesting choice given that it was quite a different year in terms of
some consumption habits.

Aren't we doing two things here? Aren't we kind of understating
inflation by shifting weights away from some of these items that
have seen significant increases—you mentioned gasoline with
43% —but then also when prices for some of these items, which
we've overweighted in terms of consumption because of this weird
2020 year, come down in future years, aren't we going to actually
pull down the CPI to a greater degree?

I wonder if you could respond to that. Thank you.

Mr. Anil Arora: Thank you for that.

In fact, every year we take stock of how consumption is chang-
ing, and we make sure that it's reflective of the weights in the bas-
ket so that when we measure that price change, that pure price
change, it's reflective of the most current consumption.

In addition to that, we also did an alternate CPI by working with
the bank and some of the sources of data it has to see if there was
any correspondence between real-time shifts even more frequent
than yearly to see if there was any big change. In fact, the numbers
are not all that different from the CPI. The official measure is the
CPI that we put, but, as I said, we do experiment and we do some
complementary work, and our data show that the CPI is a very ro-
bust indicator and the shifts are 0.1% or 0.2% from what we see.

As you said, some of these patterns will change in the future, but
of course that annual basket update will pick those up and then we
will adjust the weights to make sure that the CPI remains reflective.

Mr. Adam Chambers: Thank you.

You mentioned looking at it annually. My understanding was that
it was an “every two years” cycle. Is that not the case anymore?

Mr. Anil Arora: It used to be ad hoc. Then it went to three.
Then it went to two. Now it's one and, as I said, even in parallel
we're doing more frequent updates.

Mr. Adam Chambers: It seems to me, though, at least from the
consumption of a lot of economists writing about this or what we
would read from south of the border, that a lot of the changes in the
methodology of CPI seem to have this effect of dampening the real
inflation or CPI rate. For example, you hear a lot about this in the
U.S. If we measured CPI like we did in the eighties, we would be in
double-digit percentage points.

Is that a similar experience here? Over time, we've actually seen
CPI and the way it's been measured to be quite different from it
once was. We seem to be understating it to some degree.
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Mr. Anil Arora: Our research doesn't show that. In fact, we're
getting better at reflecting the price change with consumption. As I
said, previously we used to take a price at a certain point in a
month, for example. Now we're getting the movie instead of the
one time.... As I mentioned, the scanner data we're getting is real-
time consumption, so I think we're getting better at reflecting true
change.

Mr. Adam Chambers: Okay. Thank you.

I have a question on regional differences. How do you measure
the regionality of some of our...? If you look at, say, B.C. and On-
tario representing 60% of the population, how do we factor that in?
For housing costs, as an example, are we spreading it across the
whole country when a lot of people are experiencing something sig-
nificantly higher?

Mr. Anil Arora: Yes, and that's the reason we actually put out
the CPI for different parts of this country. Again, that basket that I
talked about earlier is benchmarked to that consumption weight as
well. For example, we know that B.C. had a 3.6% year-over-year
change as compared to 4.7% in [Technical difficulty—Editor).
Those numbers are available on our website.

® (1535)
The Chair: You have about 15 seconds, Mr. Chambers.
Mr. Adam Chambers: Thank you, Mr. Chair. I'll cede my time.
The Chair: Thank you, Mr. Chambers.

We'll now move to the Liberals and Madame Chatel for five min-
utes.

[Translation)

Mrs. Sophie Chatel (Pontiac, Lib.): Thank you very much,
Mr. Chair.

I would like to welcome the Statistics Canada officials and com-
mend them for their hard work and the excellent service they con-
tinue to provide during the pandemic. I spent the last four years at
the OECD, and I can say that our economists and those from the
other OECD countries really appreciate the quality of service of-
fered by Statistics Canada. You are an excellent source for them.

That being said, [ have a few questions about the difficulties that
you mentioned earlier regarding the effect of inflation on food
prices. I am particularly concerned about the effects of climate
change.

We have put forward a very ambitious plan. All levels of govern-
ment and other countries will have to invest a great deal of energy
if we want to make a difference on a global scale.

You saw the data, which is what we used at the OECD. Climate
change and extreme weather events, such as droughts, floods, the
tornadoes in the U.S., and forest fires have a major impact on our
farm products. Our farmers are well aware of that.

Can you tell us what method you use to assess the impact of cli-
mate change on food prices?

Mr. Anil Arora: Thank you very much for your question and
comments.

I am very proud of our colleagues from all over. Like many other
public servants, they worked to meet the needs during this rather
difficult period.

As you mentioned, Statistics Canada has an excellent reputation
on the world stage, and I am proud to chair the OECD's Statistics
Committee. We work closely with our colleagues from all over the
world.

Of course, the climate change situation is always evolving,
which will have an impact on all sectors of our economy. We al-
ready have statistics on the economic impacts. We are working with
our government partners, and we launched the first environmental
census initiative in the world, which will help us to better under-
stand the value of the ecosystem and its impact on resource devel-
opment and agriculture. It will also enable us to measure that im-
pact going forward.

I will ask my colleague Mr. Peterson to give some more details
on that.

Thank you.

Mr. Greg Peterson: Thank you.

As the chief statistician said, we are currently implementing an
environmental census.

® (1540)

[English]

That will measure the extent of ecosystems, the condition of
ecosystems and the value of the goods and services derived from
those ecosystems.

[Translation]

It will help us to better understand the connection between the
economy and the environment.

I will now come back to your question. We have a large number
of price indexes, not only for consumer prices but for every step in
the production chain.

[English]

We aren't drawing direct links between the environmental change
and those price indexes, but if we take a look at raw material prices
for grains, we do see the impacts of weather, of what's happened
out west. There are links all along the supply chain. Earlier in the
pandemic we were seeing the impacts of African swine fever in
China, which drove up global prices for pork, which had an impact
on our raw material price index.

The Chair: Thank you, Mr. Peterson.

Thank you, Madame Chatel.
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Members and witnesses, we are moving into our third round. We
have gone just a little past our first hour. This is a three-hour meet-
ing. In our third round we'll start with the Conservatives and Mr.
Stewart for five minutes.

Mr. Jake Stewart (Miramichi—Grand Lake, CPC): Thank
you, Mr. Chair.

When Justin Trudeau took power, a typical home cost $434,500.
Now it's $811,700. That's over 85% inflation in six years. Last year
alone home inflation hit 25%, which the Real Estate Association
chief economist called the “biggest gain of all time”. That followed
the $400 billion of newly created cash that the government pumped
into financial markets, much of it lent out in risky variable mort-
gages at interest rates well below inflation. These negative rates lit-
erally paid people to borrow and bid up prices. Housing inflation is
homegrown.

Bloomberg reports that Canada has the second most inflated
housing bubble in the world. The average family must spend two-
thirds of their gross income on monthly payments for the average
home in Toronto or Vancouver, cities which Demographia calcu-
lates are respectively the world's fifth and second most unafford-
able markets.

Banking rules, mortgage insurance, monetary policy, money
laundering—these are all federal. So is housing inflation. Here now
under this government, that's just inflation, so my question is this.
For my home province, I'm fielding high volumes of calls about
concerns with home prices. In the first 11 months of 2021, in
Moncton, New Brunswick, the multiple listing service's home price
index had gone up almost 60%. New Brunswick as a whole has
outpaced the national average by over 1.5%. This is extremely con-
cerning to me as I'm not seeing this reflected in your shelter infla-
tion analysis.

Why isn't this represented in your shelter inflation analysis?

Mr. Anil Arora: Thank you for that question.

First of all, in the CPI, unlike going to buy groceries that are con-
sumed almost instantaneously, a house is something that one ob-
tains and then gets the value of over time. The second thing one
needs to be aware of is that, as I said, there's no question that our
housing prices index and resale prices index, on a constant basis in
the year after year that we've been measuring, are showing some
dramatic increases year over year. There's no.... Some calculate av-
erage prices and some calculate on a fixed basis, so I won't argue
why you see some numbers a little higher and some numbers a little
lower. Ours is based on a very transparent methodology. You can
see it. It's available for everybody to see.

Remember, not everybody is constantly remortgaging. Many
people have mortgages and many people have paid off their mort-
gages. About 63% of the households in this country are owned. The
rest are rented. You see as well a significant number of those who
own those houses have actually paid them off. Nobody's arguing
that the price of entry into the housing market is [Technical difficul-
ty—Editor].

When you look at the CPI, which is the basket that looks at how
those shelter costs are changing from month to month and year to
year, it comes from that concept of what is the cost that is incurred

to maintain that house, from the interest to the utilities to the insur-
ance and to a portion of the replacement cost as well. That is bench-
marked to what tens of thousands of households spend on those
costs from month to month. That's how our numbers are calculated.

Like I said, many of our complementary measures are also show-
ing the price increases, but in the CPI, that's the concept. That's
how it measures the shelter cost.

® (1545)

Mr. Jake Stewart: Thank you for that.

I think it needs to reflect how much Canadians are actually pay-
ing for shelter. In Saint John, New Brunswick, there was an article
highlighting a senior citizen whose rent went up by 75%. If rents
are going up, we know that interest rates are going up.

I don't understand why “shelter” wouldn't show what Canadians
are actually going to pay. It was in the paper last week. I have to
ask the question again: What's the real benefit to not including this
in the shelter analysis?

The Chair: If you could, do that in about 20 seconds, Mr. Arora.

Mr. Anil Arora: Rental costs are included, so that particular sit-
uation is there. As I said, this is a price change, and then we do
have complementary measures that start to get at different parts of
our country as well as different subsections of our population and
how they fare. I'd encourage you to look at those complementary
measures.

The Chair: Thank you.

Now we're moving to the Liberals and Mr. MacDonald for five
minutes.

Go ahead.

Mr. Heath MacDonald (Malpeque, Lib.): Thank you, Chair.

First of all, thank you. As a former provincial politician, I'll say
that policy was ever so important and Statistics Canada was ex-
tremely important. Kudos for all the work you've done, and kudos
for all the work you've done in the past two years.

I want to go back a little ways. We know that, prior to
COVID-19, the rates of inflation usually met the formal target of
1.5% to 2%. Can you talk a bit about when you actually started to
see the changes in inflation and about the effects that COVID-19
had on our society?
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Mr. Anil Arora: I think that immediately, as we all went into
lockdown post-March, we saw, in fact, deflation first. We saw those
numbers go below zero. Then, as we've been discussing, as the
economies opened and the restrictions have lifted, we've seen the
inflation come back.

As was mentioned earlier, the CPI is a year-over-year measure,
so you also started to see those base effects starting to come in as
you watched that number over the course of the last two years, but
as Heidi mentioned, I think we're starting to see those base effects
starting to diminish. Now you're starting to see more and more of
the true price change over time.

Yes, you saw an immediate drop, because everybody stopped do-
ing anything for a period of time, and then you slowly started to see
gradual shifts. Then you saw this period of increased inflation
above that 2%, for all the factors that we've outlined earlier in the
conversation today.

Mr. Heath MacDonald: Thank you.

Basically, if the government hadn't made investments, that defla-
tionary...that downward spin you were talking about would have
lasted longer, would have kept going longer, which would have had
major effects on our GDP and our economy. Is that correct?

Mr. Anil Arora: I'm not going to speculate, because it's not a
“one dimension” reason. There are multiple reasons, as we've dis-
cussed before, of which transfers are certainly one of the stimu-
lants, if you like, of consumption. I'm not going to speculate be-
cause [ don't have that, and maybe others are better positioned to do
the what-if scenario than we are.

® (1550)
Mr. Heath MacDonald: Thank you.

I'll go back to Mr. Peterson, if I can. He was talking earlier, and I
don't think he had an opportunity to finish the question on goods.

Can you provide any insight as to why, for the past 20 years, our
goods inflation rate was at about 2.1%, but in 2021 went to 4.4%? I
think it relates to the question that maybe you haven't answered,
Mr. Peterson.

Mr. Greg Peterson: I think that if you take a look over the
course of the pandemic, over the course of the past two years there
has been a range of factors that have led to changes in prices in a
range of different commodities.

As Mr. Arora mentioned earlier, in May of 2020, crude oil prices
went negative for a period. If we follow the supply chain through,
this of course had an impact on our raw material prices index and
our industrial product price index, through to the price we're seeing
at the pump. As Saudi Arabia and Russia cut back on oil produc-
tion, demand for oil shot up. Prices go up, and ultimately that leads
to an increase in prices at the pump.

Through a range of different commodities, we've been seeing a
larger number of sharp price movements. Lumber has had an im-
pact on the price of residential construction. It's had an impact on
sales in hardware stores, with factors driven not only by demand for
lumber in Canada but also a demand for lumber in the United
States. It's almost like every commodity has a story.

Mr. Heath MacDonald: Thank you.

I have another question. I know that it's going to be a quick one,
but on demographics—basically, aging in place—what effects do
aging in place and national migration have on our housing supply?

The Chair: You have about 20 seconds, Mr. Arora.

Mr. Anil Arora: It does have a factor, for sure. More people
come in and they want to have places to live, and home ownership
in Canada is a desired effect.... Just to give you one example, in
eastern Canada, we've seen a disproportionate increase, as was
mentioned earlier as well, because of the higher demand and people
moving out. Migration, immigration and growth are all factors in
this story.

Mr. Heath MacDonald: Thank you.
The Chair: Thank you.

Now we're moving to the Bloc.

We have Monsieur Ste-Marie for two and a half minutes.

[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Since we are beginning a new round of questions, I think I have
about two and a half minutes.

[English]

The Chair: I apologize. I have two and a half minutes here as
our third round. Is this...?

[Translation]

Mr. Gabriel Ste-Marie: Okay, Mr. Chair. I just wanted to make
sure.

Mr. Arora, [ want to come back to the issue of inequalities.

This issue was addressed a little earlier. The pandemic is creating
greater inequalities. You presented the data by income distribution
quintile.

What about the impact of inflation, which is currently higher
than expected? Does that have an impact on the inequalities for
each quintile, depending on the household or category of people? 1
am thinking of retirees, students and small business owners, for ex-
ample.

What about the inequalities caused by a higher rate of inflation
than expected?

Mr. Anil Arora: Thank you for your question.

The short answer is yes. If a person has a certain amount of mon-
ey to spend and prices have gone up in one category or another, it is
definitely going to affect that person's purchasing power. However,
the formula contains several elements. More transfers were made to
households, which increased their purchasing power. That also in-
creased demand.

However, as has been mentioned several times, when prices go
up, in theory, that increases the value for households, so there are
two ways of looking at this.



January 17, 2022

FINA-12 13

Finally, in many cases, substitutions are possible, so if something
costs too much, a household will have to find an alternative, for ex-
ample.

There are many factors to consider, but you are basically right.
® (1555)

Mr. Gabriel Ste-Marie: Thank you.
[English]

The Chair: Thank you. We're moving now to the NDP.

Mr. Blaikie, you have two and a half minutes.

Mr. Daniel Blaikie: If the government were to set the objective
that no Canadian household would find itself in core housing need,
do you think, at Statistics Canada, the information you currently are
able to collect and analyze and report on would be sufficient in or-
der for the government to build a plan like that, or are there certain
important datasets on the housing market, both the rental and the
owner markets, that Statistics Canada would like to collect, either
from industry or from government, to make it possible for the gov-
ernment to produce a better plan for meeting the needs in the hous-
ing market?

Mr. Anil Arora: We're always looking for new sources of data
to make the indicators even stronger. As I said, it's a bit of a team
sport. We work with our colleagues at CMHC. We work with orga-
nizations like CREA. We work with the MPACs.

Yes, sometimes it can be a little bit challenging to get good
sources of quality data that we can count on month to month on a
comparable basis, so that we can turn it into statistics. The volume
of data does not automatically convert itself to good quality statis-
tics that one can then count on.

Mr. Daniel Blaikie: I'm just wondering for this committee,
which may well be able to make some recommendations, are there
particular datasets you think we should be recommending Statistics
Canada have access to in order to produce better information on the
housing market and better housing policy?

Mr. Anil Arora: I'll just get Greg to give you a very quick sum-
mation of a couple of those points, because there are a couple of
points where it could be helpful.

Mr. Daniel Blaikie: Thank you.

Mr. Greg Peterson: What we would find really helpful is the
ability to draw stronger linkages between the indebtedness of
households and other financial characteristics of households and
home ownership. Essentially, having that better linkage would be
good—

Mr. Daniel Blaikie: Does that data tend to live in the private
sector, with banks and other financial institutions, or does it already
reside somewhere in government?

The Chair: Give a very short answer, please.

Mr. Greg Peterson: Largely it resides in financial institutions.

Mr. Daniel Blaikie: Thank you.

The Chair: Thank you, Mr. Blaikie.
We're moving now to the Conservatives for five minutes.

Mr. Poilievre, you have the floor.

Hon. Pierre Poilievre: Thank you very much.

Can you please tell us what the benchmark housing price is that
you are using to arrive at your year-over-year calculated change?

Mr. Anil Arora: Greg, do you want to talk a little bit about—

Hon. Pierre Poilievre: No, we don't want to talk a little bit about
anything. I just want to get the number.

Mr. Anil Arora: As I mentioned earlier, the new housing price
index, which shows—

Hon. Pierre Poilievre: Yes, do we have the number?
Mr. Anil Arora: Yes, I believe it's 11.9% year over year—

Hon. Pierre Poilievre: No, I'm sorry. It's the price. It should
have a dollar sign beside it.

Mr. Anil Arora: We'll have to dig that out if you want the actu-
al—

Hon. Pierre Poilievre: Yes, because your numbers are way off
compared to—

Mr. Anil Arora: It's an index that we use to show the difference.

Hon. Pierre Poilievre: I realize that. So does CREA. They have
a world renowned methodology, and they are able to publish the
price. They have it at $811,700 right now, versus $641,300. Those
are verified numbers. They just published them today showing a
26% increase, which is double what you're reporting. Frankly, I'm
not aware of anybody who believes that we're only up 13% year
over year on house prices. I'd be very curious to see what bench-
mark price you have for this year and last.

I want to move on to the weighting issue. You weight homeown-
ers' replacement cost as 5.6% of the CPI. According to data also
published by your agency, there were about $450 billion of real es-
tate transactions from Q3 2020 to Q3 2021. That works out to 18%
of the GDP.

Why is it that the homeowners' replacement cost [Technical diffi-
culty—Editor] 5.6% of CPI, when in fact home purchases in dollar
volume are 18% of the entire economy, three times higher in rela-
tive terms?

® (1600)

Mr. Anil Arora: The homeowners' replacement cost is for the
times that somebody's house gets burned down and has to be com-
pletely built from the ground up. It's the increased cost of labour,
the increased cost of lumber and services—

Hon. Pierre Poilievre: No, I'm not—
Mr. Anil Arora: That's what that component is.

Hon. Pierre Poilievre: I'm sorry. I didn't ask what it is. I asked
why it is such a small share of the CPI when it's such a massive
share of the economy.

Mr. Anil Arora: It's because not everybody's house gets burned
down and has to be rebuilt every month, so—
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Hon. Pierre Poilievre: Right, but I wasn't asking about the num-
ber of people who had a house burn down. What I'm saying is that
these are raw numbers from your agency showing that the dollar
value of home purchases equals about 18% of GDP. How can it on-
ly then comprise 5.6% of CPI? It doesn't make sense.

Mr. Anil Arora: Shelter is the number one cost of—

Hon. Pierre Poilievre: No, I'm not asking about shelter. I'm sor-
ry. I'm not asking—

The Chair: Mr. Poilievre, please allow the witness to respond
and give him equal time, as you've asked for. Allow the witness
equal time, please.

Thank you.

Mr. Anil Arora: They are two different concepts. One is what
the householder spends in terms of the weight of that basket that I
talked about and what that change is month over month. There's no
question that buying houses is a significant component of our GDP,
so that number is absolutely correct. The percentage that a house-
hold expends in that basket of their overall income is about 30% for
shelter, and of that, as we measure right across the country at any
given time—

Hon. Pierre Poilievre: Okay, that's about equal time. You are
venturing off again from what I'm getting at. I realize that shelter is
considered 30% of the basket. However, I'm not asking about that.

I'm asking about the homeowners' replacement cost, which is the
actual cost of buying a house. It's the closest thing to buying a
house that you crack in this CPI, and that only counts for 5.6% of
the basket when it's equal to 18% of our economy. It seems that not
only is your agency vastly underestimating housing inflation, but it
is vastly underestimating the share of that inflation in the overall
CPI calculation. That might be why the CPI is artificially low.

Do you want to comment, Ms. Ertl?

The Chair: You have 30 seconds.

Ms. Heidi Ertl: If I may, in addition to the house replacement
cost, which is the key piece where new housing prices come in—
only new, not resale—the owned accommodation also includes
many other components of running a household. That is all the
property taxes, the insurance, the total weight of owned—

Hon. Pierre Poilievre: Right, but that's not what I'm asking
about.

The Chair: Allow the witness to finish, please, Mr. Poilievre.

Ms. Heidi Ertl: The total weight of owned accommodation is
actually 19.7% as of the last basket update, and homeowners' re-
placement is only a part of that.

Hon. Pierre Poilievre: Yes, but again—
The Chair: It's time, Mr. Poilievre. We're moving on now.
Hon. Pierre Poilievre: Thank you.

The Chair: We have the Liberals for five minutes, with Ms.
Dzerowicz.

Ms. Julie Dzerowicz: Mr. Chair, given the fact that we're at the
one and a half hour mark, shall we allow our witnesses maybe a
five-minute health break?

Hon. Pierre Poilievre: No, there's no unanimous consent. We
have work to do here.

The Chair: Ms. Dzerowicz, you have five minutes for your
time. It doesn't look like we have unanimous consent. Mr. Poilievre
is not in agreement with a health break.

Ms. Julie Dzerowicz: Okay, but I don't think unanimous consent
is required, Mr. Chair.

® (1605)

The Chair: I think we do need a five-minute health break to let
people get up and stretch their legs and for those who may need to
use the washroom.

Mr. Clerk, is it correct that UC is not required? It's not.

Okay. We'll suspend for five minutes.

® (1605) (Pause)

® (1610)

The Chair: I call the meeting back to order.

I hope our witnesses and members got an opportunity to do a lit-
tle health break, a little stretching, to use the washroom if you need-
ed to or to get a drink of water.

We are commencing again. We have the Liberals and Ms. Dze-
rowicz for five minutes.

Ms. Julie Dzerowicz: Thank you so much, Mr. Chair.

Mr. Arora, can you talk to me about the impacts of labour short-
ages and the mismatch between labour supply and demand on infla-
tion?

Mr. Anil Arora: Clearly, where there is a shortage, you see that
organizations will have to compete to ensure that they get [Techni-
cal difficulty—Editor] responses. Some of it is automation and sub-
stitution. Others are increased benefits, for example, and in some
cases increased wages, to be able to respond to those shortages.

1 say that because we measure the components of that at various
frequencies over time to see what is happening. We of course look
at the overall labour component on a monthly basis for our labour
force survey. From the survey of employment, payroll and hours,
we look at the weekly wages and how they are shifting over time.
In this last little bit of time, in comparison to the 4.7% inflation
year over year, what we've seen is a corresponding wage rate
change of some 2.78% in that period of time.

Ms. Julie Dzerowicz: Thank you, Mr. Arora.

I think you're starting to get into the wages, which is important
but I think it's a whole other conversation. I want to stick with the
labour side, because you do allocate a slide or two or three around
labour shortages and labour, as well as input costs, labour being a
key one. That, I do believe, has an impact on inflation.
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One of the things I've been curious about is whether or not Stats
Canada collects data at the regional and local levels around labour
needs or skills needs. Could you talk to me about that? When I see
a mismatch, particularly when we have such fairly low unemploy-
ment numbers and such great needs across the country in terms of
labour shortages, we know that a lot of it has to do with immigra-
tion. That's part of it, but there's also a mismatch out there. Can you
talk to me about how detailed a dataset you actually collect at the
regional and local levels from the labour perspective and, if you
can, from a skills perspective?

Mr. Anil Arora: Our labour force survey has a sample of about
60,000 households. That is spread out right across this country. We
get the employment regions to get at what the labour market situa-
tion is: the number of people who are employed, the number of
people who are unemployed and those who are still looking but
can't find something. We break it down. In the last year or so, we've
gone much deeper in terms of looking at it by employment equity
groups and so on. That's on your question of what level of detail we
get to. Of course, the lower the level of detail, the lesser the confi-
dence in all those cross products that I just mentioned.

In terms of this mismatch, there are a couple of components. One
is that we will actually do the job vacancy survey, which says,
“Okay, what are the numbers of vacancies?” We get a sense of
where—in which areas—we're seeing those vacancies. Then we
start to put together that labour market picture, if you like, of sup-
ply and demand, which gets at your question.

My last point, very quickly, is on how business then translates
that labour cost into the price of their goods and services. That's
what the CPI measures. They may or may not transfer those in-
creased costs, which may or may not be reflected in the CPI.

I hope that gives you a fulsome picture.
® (1615)
The Chair: You have about 30 seconds.

Ms. Julie Dzerowicz: I have a quick question on long-term em-
ployment.

There's a certain group of Canadians who are the long-term un-
employed. They're core-aged men. Can you give me any other...? |
don't know what “core-aged” men are, by the way. Could you ex-
plain that—and maybe a few others—to give me a better under-
standing of who they are?

Mr. Anil Arora: That's the core of the market, that 15-to-64 age
group. You're starting to see anybody who has been unemployed
[Technical difficulty—Editor]. That gets into that group. We've been
tracking that number. That was up as high as 350,000 and has come
down quite considerably in the last number of months, with many
of them returning to work. We actually track that long-term unem-
ployed group and what progress they're making or their lack of
progress.

The Chair: Thank you, Mr. Arora.
Now we're moving into our fourth round. We have the Conserva-
tives and Mr. McLean for five minutes.

Mr. Greg McLean: Thank you, Mr. Chair. It's much appreciat-
ed.

Housing inflation is homegrown in Canada. We have the second
most inflated housing bubble in the world. The average family
[Technical difficulty—Editor] their gross income on monthly pay-
ments for the average home in Toronto or Vancouver, which De-
mographia calculates are respectively the world's fifth and second
[Technical difficulty—Editor]. Banking rules, mortgage insurance,
monetary policy and money laundering are all federal matters. So is
housing inflation here and now under this government. That's
Justinflation.

Recently, a group out of Vancouver calling itself Generation
Squeeze was contracted by the Canada Mortgage and Housing Cor-
poration to look at the effects of taxing homeowners on the value of
their properties. This is a narrative that the Liberal government and
its various publicly funded supporters continue to advance to add
more taxes onto the backs of Canadian homeowners. For most
Canadians, their home is their largest investment, their pride of
ownership, in which they invest funds to upgrade, repair and hold
value in relation to all the other inflationary factors they will face in
retirement.

What data do you have at StatsCan that shows how much more
the average Canadian household will be paying with this additional
Liberal tax on housing?

Ms. Julie Dzerowicz: There is no tax. I'm sorry.

Mr. Anil Arora: We don't have any data on that, nor would we
speculate on that. I think others would be better to do—

Mr. Greg McLean: The study is there, Mr. Arora. Obviously,
this information comes from somewhere. This speculation isn't just
speculation when there's study after study about how to do it, how
to tax Canadians on the value of their properties.

Mr. Anil Arora: We deal in facts and that's—

Mr. Greg McLean: We do, too, sir. With all due respect, this is a
report put out by an organization that was contracted by the Canada
Mortgage and Housing Corporation. Surely you've seen that report.
Surely you can comment on the data about how much more Cana-
dians are going to have to spend on housing because of an addition-
al tax put forward by a group funded by the Canada Mortgage and
Housing Corporation.

Mr. Anil Arora: I haven't actually seen that report. That ques-
tion is probably better put to them to find out what they're using to
arrive at it. When and if that ever becomes material, of course it
will be part of our system of national accounts.
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® (1620)

Mr. Greg McLean: Thank you. I'll move on, but “material” to
Canadians means more money to be expected from this government
for the ownership of their homes going forward.

One of my colleagues talked earlier about the mortgage interest
cost and the homeowners' replacement cost. We know the mortgage
interest cost is going down, because of this government's monetary
policy. It is more than made up for by the actual increase in the
homeowners' replacement cost. I'm sure you've seen that in your
data.

The data I have says that you can take the mortgage interest cost
down by about 6% for Canadians over the last couple of years, but
that's caused an increase of about 15% in the homeowners' replace-
ment cost. One does not balance the other. We always say that
mortgagers don't buy houses; they buy payments. Their actual re-
placement cost is going up.

How is that reflected in your calculations? We're not seeing it.
It's so different from everything else we're seeing compared to our
neighbour, the U.S., for instance.

Mr. Anil Arora: Thank you for that question. I'll also ask my
colleagues to jump in.

I'll say that you're absolutely right. What we've seen is the mar-
ket interest cost year over year has gone down by 8.3%. I keep try-
ing to clarify that the homeowners' replacement cost is not the cost
to replace the entire home as you buy new ones and so on. It's actu-
ally a component of the shelter cost as consumers would feel it in
the CPL

Perhaps I could ask Greg or Heidi if they want to add to that an-
Swer.

Mr. Greg Peterson: Sure. Essentially in the CPI—

The Chair: We've lost Mr. Peterson. Are you there?

Mr. Greg Peterson: I've lost my camera.

The Chair: Okay. We can hear you.

Mr. Greg Peterson: Okay.

What we do in housing with the CPI is that we're measuring the
price of consumption. CREA does excellent work. They're experts
in their field. They do a super job, but they're measuring the value
of the house as an asset. Like most other OECD countries, we don't
include the entire value of that asset in the CPI because the CPI is

an index of consumption, not of the growth of that asset. That is
why we break down the cost of housing the way that we do.

There's no question that for people to get into the housing mar-
ket, they're facing much higher costs than they have in the past. If
were to take the counterfactual and take a look at a house—

The Chair: Thank you. We're already at five and a half minutes.
We're going to move to Mr. Baker and the Liberals for five min-
utes.

Mr. Yvan Baker: Mr. Peterson, did you want to finish your an-
swer before I go to my first question?

Mr. Greg Peterson: Sure. Thank you.

If you think about the counterfactual, for sure somebody entering
the housing market is going to pay a lot for a house. The value of
that asset is quite large. If you think about a senior who is, perhaps,
downsizing and moving out of that house, who is selling their asset,
their cost of living isn't going to decline as a result of that. They're
still facing the same costs of consumption that they were prior to
the sale of the house. Their wealth, the cash assets change a lot, but
the cost of living doesn't. The CPI really focuses on that cost of liv-
ing, the cost of owning that asset, not of the value of the asset itself.

Mr. Yvan Baker: Thanks very much, Mr. Peterson.

What I've heard from you and Mr. Arora in your responses to the
last couple of questions are a couple of things. One is that, Mr. Pe-
terson, you talked about the fact that when you're measuring infla-
tion, you're measuring the increase in what Canadians are actually
spending. Am I right in saying that?

Mr. Greg Peterson: That's what it represents, yes.

Mr. Yvan Baker: Okay. In other words, you're not measuring the
increase in asset values, but you're measuring the increase in the
costs that people are incurring on the ground, that Canadians are in-
curring if they spend money.

Mr. Greg Peterson: Conceptually that's what the CPI is measur-
ing, yes.

Mr. Yvan Baker: I think that's an important clarification. We've
had a number of members from the Conservative caucus who have
tried to suggest...or have questioned the approach and the credibili-
ty of Statistics Canada and its approach in how it measures CPI,
particularly around housing. I think it's important, therefore, to dis-
tinguish that what we have here—

Mr. Greg McLean: I have a point of order, Mr. Chair.

My colleague on the other side is impugning motive. We are
questioning Stats Canada—

The Chair: That's not a point of order.

Mr. Yvan Baker: This is a debate, Mr. McLean. It's not the time
to—

The Chair: It's not a point of order, Mr. McLean.

Mr. Baker, you have the floor.
® (1625)

Mr. Yvan Baker: Thank you, Mr. Chair.

What I hear from those members as they ask those questions is
that they're citing increases in asset prices of houses. What you're
measuring is the increase in the costs that Canadians are actually
facing. Am I correct, Mr. Peterson?

Mr. Greg Peterson: Conceptually that's where we're at with the
CPL

Mr. Yvan Baker: Thank you.
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What I want to do, also on the housing front, is to speak about
that report that Mr. Poilievre, Mr. McLean and others have refer-
enced. The Canadian Real Estate Association report actually says
that the actual, not seasonally adjusted, national average sales price
posted a 17.7% year over year gain in December, which to me is
very consistent with the kinds of figures we've been talking about
here and not consistent with some of the high figures that have been
cited by some of the members as they've been talking. I think it's
important. Even on the CREA report, which is looking at asset
price increases—as we've just clarified—it's actually 17.7% year
over year. That's what [ Technical difficulty—Editor].

I'll come back to you to clarify. You've spoken about this a few
times, but I think it would be helpful to summarize this for us be-
cause one of the important aspects of the discussion we're having is
about housing. Could you just speak to what the primary causes are
right now, this year, for the increase in the price of housing?

Mr. Anil Arora: Certainly. First and foremost, it's the demand.
We are seeing, because of COVID, a desire for people to have more
open space, the kinds of facilities that allow them to combine a lit-
tle bit of their leisure activities along with work and child care, and
so on. Second, what we see are the interest rates. The mortgage
rates are still at historic lows. I think that also gets people to.... All
the components of our surveys are telling us this. Then we see the
demand, in a sense, driving up a little bit of that price. Those are
the main causes.

Again, | don't want to leave you with the fact that we don't cap-
ture asset price changes. We do. I think we've talked about the new
housing price index and the resale price index. We calculate them
on a slightly different basis from our colleagues in CREA and oth-
ers. It's important to know that what we're talking about is an aver-
age price. What we're saying is that for a basket, if you like, of
houses—single, multi-units, etc.—year over year, through the con-
struction, the builders who are actually building them give us the
information, and that's what the numbers are telling us.

It's slightly different, and it does feed into the CPI and the com-
ponents that my colleagues have talked about. Again, you are shift-
ing the concept, as has been mentioned, in terms of the asset or its
replacement cost versus the cost to the consumer month over
month. We do include the increased real estate prices, land transfers
and insurance, and so on. They are included, but just from a con-
sumption perspective.

The Chair: Thank you.

Mr. Yvan Baker: I think it's important just to flag that the gov-
ernment has committed numerous times to not taxing the sale of
primary residences. I wanted to emphasize that in response to the
discussion earlier.

Thank you, Chair.

The Chair: Thank you, Mr. Baker.

We're moving to the Bloc.

Monsieur Ste-Marie, you have two and a half minutes.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Mr. Baker spoke once again about the main causes of inflation,
this time in reference to the housing sector and earlier in reference
to the economy as a whole.

When we look at the effect of inflation is having on the economy,
we are concerned that society as a whole may come to expect high-
er rates of inflation. That would mean that the various economic
agents would no longer expect inflation of 2% but a much higher
rate of inflation. It could have a snowball effect and become a mat-
ter of concern.

Mr. Arora, do you currently see any signs of such a phenomenon
in the measures of various prices in the economy? For example,
could businesses increase their prices to safeguard against future in-
flation? The same thing could happen with some wages. I am not
judging those people or businesses. I just want to try to figure out
whether there could be a snowball effect if people expect inflation
to be higher than 2%.

Do your statistics currently give you any indications in that re-
gard?

® (1630)
Mr. Anil Arora: The Bank of Canada conducts surveys on con-
sumer confidence so it might be better to ask our Bank of Canada

colleagues that question. I think you actually have the results of
those surveys.

To my knowledge, we have not conducted any surveys because
there is already a way of collecting that type of data.

Mr. Gabriel Ste-Marie: In other words, when you measure in-
creases in wages or the price of goods and services in the economy,
you do not break down the results in terms of the possible causes
for those price increases. Is that correct?

Mr. Anil Arora: We, of course, cannot see what the components
are. However, it is a retroactive not a speculative perspective. |
hope that helps.

Mr. Gabriel Ste-Marie: That was very clear.
Thank you.
[English]
The Chair: Thank you, Mr. Ste-Marie and Mr. Arora.

If everybody could slow down the pace of speaking for the inter-
preters, that would be appreciated.

We have the NDP now.

Mr. Blaikie, you are up for two and a half minutes.

Mr. Daniel Blaikie: Sure.
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There is an issue on which I'm hoping to get a little bit of clarity
for the record. There's been conversation about how government
spending, in one way, shape or form, has had an impact on the
housing market. In the pandemic, of course, when many people
think of public spending, I think they think of pandemic income
benefits, such as either the wage subsidy or the CERB and its suc-
cessor programs. But the experience for many Canadians when they
went on CERB was a revenue reduction. In many cases, they were
making over $2,000 a month, and it meant less income. In the cases
of those Canadians for whom it was an increase in income, it seems
unlikely—but I'm looking maybe for some comment—that banks
would give someone a mortgage based on their having a tempo-
rary $2,000-a-month benefit.

I just want to be clear on this. When we talk about government
spending that has the ability to impact the housing market, is there
any evidence that the spend in pandemic income support on the
CERB and the wage subsidy and like programs was the kind of
spending that may have made an impact in the housing market from
the point of view of driving prices up, or are we talking largely
about the liquidity that was granted to financial institutions in the
first days of the initial lockdown?

Mr. Anil Arora: We have no data to triangulate the specific
transfer from the government to a business with the intentions of
that amount and potentially increased savings from a lack of or re-
duced expenditures that relate directly to jumping into the housing
market. We don't have that.

As I mentioned earlier, we have looked retrospectively at those
data for transfers—who got it, how much and what it did to their
overall fiscal situation—on both the business side, through our
business conditions survey, as well as on the household side. There
was nothing that said that resulted in their wanting to get into a par-
ticular market.

Mr. Daniel Blaikie: Who do you think the committee could in-
vite to try to get an answer with respect to what kinds of pandemic
spending by the government might be driving inflationary pressure
in the housing market and what kinds likely aren't?

The Chair: Answer in 20 seconds, please.

Mr. Anil Arora: I'm not aware of exactly who or if anybody,
frankly, is going to be able to say, “This dollar went here and this
dollar went here”. In general, you can see what the basket is and
what the result is, but to associate one with the other.... Everybody
would struggle quite a bit to be able to say this is causality on this
part.

The Chair: Thank you.

Now we're moving to the Conservatives, and we have Mr. Cham-
bers up for five minutes.

® (1635)
Mr. Adam Chambers: Thank you, Mr. Chair.

I would like to go back to some of the methodology and talk
about used cars for a moment. The Globe and Mail reported that the
CPI uses new cars as a proxy for used car prices. In the U.S., there
has been a 40% increase, which has significantly increased their
reading of inflation.

In Canada, Auto Trader has used car inflation at about 9%. An
online platform, CarGurus, has it at 15%. I understand that it repre-
sents a reasonable portion of the basket, so I want to confirm
whether we are using new car sales as a proxy, or if we have a good
measure for used car sales in the CPI.

Mr. Anil Arora: First of all, used cars are included in the CPI,
so it's in that basket. It makes up a relatively small weight of
1.43%, give or take. Because there is no real quality data in Canada
just yet—we haven't stopped looking and we are doing some work
on that front, by the way—in the absence of that, we use the Cana-
dian new market change, which is about half the percentage. It's
6.6%, as opposed to double that amount in the States.

I want to make sure that it's put into perspective that it's not a
massive determinant of the overall CPI. It's not something that we
dismiss. We just don't have the kind of ecosystem they do in the
States to try to get a really good sense.... Even in the States, by the
way, they use one specific private sector source that contains deal-
er-bought used cars.

Mr. Adam Chambers: Okay, so it is understated. Anecdotally,
we see significant increases in used car sales. Used cars that are just
two years old are selling now for 95% of the cost of a new car.
That's a huge jump up from what would normally be 60% of the to-
tal value. I totally recognize that.

I'd like to shift to money laundering for a moment and some of
its effects. Many of my colleagues have talked about an 85% in-
crease in housing prices since 2015. This follows $400 billion of
new cash being pumped into financial markets and liquidity granted
to financial institutions to continue underwriting record numbers of
mortgages. Bloomberg says we have the second-highest housing
bubble. It's eating up two-thirds of gross income.

We absolutely care about the housing market and affordability, as
well as the effect that money laundering and non-resident purchases
and activities have on housing prices overall. There has been a jour-
ney to gather some data on non-resident participation in the housing
market. Your most recent study had an improvement, but there's
still a bit left to be desired in terms of data quality there.

What have you asked the government for, or is there an outstand-
ing list of things you need to do a better job on or to get better in-
formation on how much non-resident activity there is in the housing
market?
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Mr. Anil Arora: Given the importance of the housing sector in
the country, we have indeed put a fair amount of effort into various
elements of it. We're the statistical agency, so we're not going to be
able to say if there's a transaction. There are other agencies that go
into that. Our job is to be able to show what the different compo-
nents are of who is buying those houses. As my colleague men-
tioned earlier, we put a lot of effort into understanding non-resident
owners and their impact on price changes.

I encourage you, in the interest of brevity, to have a look at some
of the work that we've done in Vancouver and in Toronto [ 7echnical
difficulty—Editor], but they're very small numbers.

Mr. Adam Chambers: Thank you very much.

I have one final quick question. This should be a yes or no. In
2018 there was some discussion about StatsCan requesting personal
financial data from banks. We heard that in 2018 you were pausing
that request. Can you confirm for the committee and for Canadians
whether that's still on pause or whether you're seeking that informa-
tion from financial institutions today?

Mr. Anil Arora: It's still on pause. We continue to work with the
Privacy Commissioner to make sure we can provide the kind of de-
tail that you're referring to while protecting the privacy and confi-
dentiality of Canadians, which they deserve.

® (1640)
Mr. Adam Chambers: Thank you very much.
The Chair: Thank you, Mr. Chambers. You're right on time.

We're moving to the Liberals.

Madame Chatel, you have five minutes.

[Translation]
Mrs. Sophie Chatel: Thank you, Mr. Chair.

I have been following the increase in the price of housing units,
that is houses and other accommodations.

Since the end of 2014, all of the OECD countries have seen an
increase in housing prices. That increase has been more pronounced
recently, during the pandemic years. We are worried about that and
we really want to find solutions.

I read an article by Jean-Frangois Perrault from Scotiabank that
indicated that this is basically a supply and demand issue. The
problem is that there is not enough housing to meet the demand. All
of the OECD countries have experienced population growth. How
can we increase the housing supply?

People in my riding have talked to me about the problems they
have had and the obstacles they have faced in trying to get permits
to build new housing in the community.

I would like to mention that I am proud of our government's an-
nouncement of a $35-million investment to help small municipali-
ties welcome new refugees. That is a good investment in housing in
rural areas. What is more, we announced that we will be holding a
summit in partnership with the Federation of Canadian Municipali-
ties.

Do you think that the solutions designed to boost supply and en-
courage urban intensification will work?

Mr. Anil Arora: Quite frankly, that does not fall within our
purview. You would have to ask that question to our colleagues
who are involved in solution finding and policy development. They
are the ones who could talk about working with other levels of gov-
ernment and the distribution of public funds. That is an important
question that you would be better off asking our colleagues.

Mrs. Sophie Chatel: T would like to talk about the pressure
caused by supply and demand.

In your opinion, do the statistics show that the cost of housing
decreases when there is a greater supply of housing on the market?

Mr. Anil Arora: It depends on the location. Is it a rural or urban
area? What is the current situation? What is the demographic popu-
lation component?

Of course we can provide assistance when it comes to compo-
nents in order to find a solution that fits local demand.

This is not a Canada-wide situation. It affects some suburbs in a
more local way.

We could provide assistance in terms of demographic data,
among other things, to figure out the ideal proportion of supply and
demand. As I said, we are well positioned to provide assistance but
not to answer that question in particular.

Mrs. Sophie Chatel: Do you have any statistics regarding the
number of housing units available per 1,000 inhabitants by munici-
pality?

Mr. Anil Arora: Yes, of course. We have data from the census
and other sources. We can send it to you or you can find it on our
website. We have a centre for housing statistics that could be useful
to you. Also, if you have a specific community in mind, we can
help you find that kind of information.

Mrs. Sophie Chatel: All of the OECD countries are experienc-
ing the same thing as we are, namely, an increase in the cost of rent
since the end of 2014.

Is there a reason why all countries are experiencing the same cri-
sis?

Mr. Anil Arora: I, personally, am not actually involved in these
studies, but we can do some research with our OECD colleagues if
that subject is of interest to you. It could answer your question.

Once again, the statistical agencies are not really interested in
policies per se. However, they are obviously interested in their
components.

® (1645)

Mrs. Sophie Chatel: I would like to ask one last question.

Did you notice—
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[English]
The Chair: Thank you, Madame Chatel.
[Translation]

Mrs. Sophie Chatel: I will ask it next time.

Thank you, Mr. Chair.
[English]
The Chair: Yes, that's the time. I know it goes quickly.

We are moving into our fifth round here, members. We have the
Conservatives up for five minutes. I believe it's Mr. Stewart.

Mr. Jake Stewart: Thank you, Mr. Chair.

Rural Canadians don't have an option to take public transporta-
tion to work or to the grocery store. We depend on owning our own
transportation. Most of the people I know buy a used vehicle. I'm
bringing this up because the cost of a used car has gone up signifi-
cantly in the last year, or last year and a half potentially. I think a
lot of people were refraining from buying new vehicles because the
cost of a used car was more affordable.

In my constituency of Miramichi—Grand Lake, the median
household income is a little over $34,000. Buying a used car was a
method that many constituents, and I, over the years were using to
keep costs down. At this point in time, the cost of a used car has
gone through the roof.

Obviously there was some discussion earlier about the fact that
we don't include this within our CPI, but the United States does in-
clude it in theirs. I think it's a little unfair for elected officials to
continue.... Some are telling Canadians that we're doing better than
the United States when it comes to inflation, but we aren't actually
playing by the same rules. In particular, the case of the used car is
one of the most significant examples of that.

When will the used car market be better reflected in the CPI to
get a true, all-encompassing inflation rate?

Mr. Anil Arora: First, just let me make it as clear as clear can
be. The purchase of used cars is included in the CPI. Not everybody
buys a used car, of course. I've bought used cars. Not everybody
buys a used car every month, or for that matter, every year. When
you look at that basket overall, the weight of purchasing a used car
is about 1.43% in the CPI. Used cars, along with new cars, are in-
cluded in the CPI in Canada. I just want to make that very clear.

What we are differing on in the case of that change.... Once you
adjust for quality—does it have airbags, does it have the rear-view
camera and so on—once you adjust for that, then for each year you
have to look at the price change as it gets older. What factor do you
use to do that comparison, from one year to the other, for a used
car?

In Canada, of course if we had a ready-made data source that
would tell us that, where everybody would report what they paid,
what the features were, the year and so on, then we'd have a perfect
way to account for that change in time. In the absence of that, we
use what we do have, which is the change for that controlled quali-
ty—the new car—and we use that as a change.

Like I said, we don't just dismiss it. We are, in fact, doing some
work with registrations and other private sector providers of that
data to see how we can get at a good number. Just keep in mind it
would still only be cars that are sold at dealerships. It does not in-
clude what you might put up on—I don't want to promote any one
platform—whatever one may use to sell their car.

Mr. Jake Stewart: Okay. Thank you for that answer.

I think what I'm trying to say here is that, you know, 99% of
Canadians are not buying brand new vehicles. Can we expect the
weight to be greater in future CPI? Will you make the weight
greater in future CPI analysis, knowing that new cars are now hard-
er to get? With these chips that aren't coming in from the Asian
markets, a lot of new cars can't be manufactured. People are wait-
ing months and months and months to buy a new car, and the cost
of'a used car is going through the roof.

Why is it costing so much, and when will it be included in the
CPI analysis?

® (1650)

Mr. Anil Arora: The answer is an absolute yes. As I mentioned
earlier, every single year we take stock of what Canadians spend on
what as a percentage of their overall picture of expenditures, and
the weight is dependent upon what those data tell us. At the mo-
ment, that number is 1.43%. If in fact more people are buying more
used cars, you're going to see a relative higher proportion. The data
will tell us what that weight should be. We don't arbitrarily put that
number together.

As 1 said, it's that basket and its relative weight compared with
other expenditures. If we see that proportion go up, the weight of
the basket will reflect it. We will show that change. As I said, as we
get more and more sources of data, we'll start to refine even the
measure by which we show that used-car price change over time.

The Chair: Thank you. That's time.

Mr. MacDonald, you're up for the Liberals for five minutes.

Mr. Heath MacDonald: Thanks, Chair.

In the middle of the pandemic, the first three quarters of 2021,
residential construction accounted for a larger share of the GDP
than did business investment. Supposedly this never happened be-
fore. It's usually twice as large as the residential. How does that
contribute to CPI?

Mr. Anil Arora: You're absolutely right that the residential in-
vestment in real estate as a proportion of the overall [Technical dif-
ficulty—Editor] quite a bit. Unfortunately, the other factor that you
talked about, the business investment, in general overall has gone
down. So you see one going up and the other coming down.
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The net worth of Canadians, as those real estate assets have gone
up, has also gone up. I think we showed that it went up by
about $2.3 trillion as well. Those are all stats we put out that talk
about the change and so on. They talk about that asset and how it's
in proportion to the overall economy going up or down over time.
That's assets. CPI is consumption. [Technical difficulty—Editor] an
average household in a particular area would now incur to maintain
that asset, if you like.

That's what the CPI does. It takes a basket and it shows you,
okay, when you purchase that home, and you pay the real estate
fees and the costs, that's included. It includes all those elements that
are the one-time costs, but then it says, quickly, what are the costs
to maintain that particular dwelling?

The CPI is a consumption-based measure and the other is an as-
set-based measure. They both exist. We track them both.

Mr. Heath MacDonald: Okay.

The discussion that we've had here today has been very interest-
ing, obviously. We're under the understanding that years prior to
COVID-19, we had a stable CPI. All of a sudden, COVID hit and
CPI increased. We know it's because of global supply chains. We
know it's because of environmental challenges and climate change.
We know it's because of demographics, the aging in place that we
talked about earlier. We know there's turmoil in the labour markets
worldwide because of the pandemic. Our supply chains are affected
by that, and interprovincial migration.

Would you consider the past two years the perfect storm for the
CPI difficulties that we're dealing with today?

Mr. Anil Arora: [Technical difficulty—Editor] on it, as we see. |
think that even in my own lifetime we have seen higher CPI costs.
The numbers we show are benchmarked to the same kind of num-
ber back in 2003, so it's not unprecedented. In fact, in some of our
past, we've seen inflation rates much higher than what we see here
today. [Technical difficulty—Editor] one could get into the analysis
of, but what we do see in these last two years is a series of factors,
as you've articulated them, and that has been the context around
many of our releases, which point to why we are seeing what we're
seeing, not only at the macro level. We can actually break it down
by different components.

[Technical difficulty—Editor] better, as mentioned earlier, be-
cause we're updating that basket every year. We're getting better be-
cause we now have real-time data, as I mentioned, with the scan-
ners and so on. We're getting better at understanding not just what's
happening at the macro level, but what's happening in different
provinces and what the different components are of CPI as they re-
late to the consumption pattern of a fixed basket over time.

I hope that helps.
® (1655)
The Chair: Thank you.
You have 15 seconds, Mr. MacDonald.

Mr. Heath MacDonald: That's fine, Chair. Thank you. I'll cede
my time.

The Chair: Thank you.

Now we're moving to the Bloc and Monsieur Ste-Marie for two
and a half minutes, please.

[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

With regard to household spending on housing, were you able to
establish what category of household was experiencing the biggest
price hikes in this sector? Was it households that own a house and
pay a mortgage or households that rent? Were you able to measure
what category of household is being hardest hit by the inflation we
are experiencing right now?

Mr. Anil Arora: To my knowledge, we did not do it, but I will
ask Ms. Ertl to clarify the relationship between the increase in con-
sumer goods and the increase in household spending.

Ms. Heidi Ertl: Thank you very much.

The CPI measures the increase in spending by home owners and
renters. | can confirm that the spending of home owners increased
by 5.3%.

[English]

For rented accommodation, it's an increase of 1.8%, so we have
certainly seen that owned accommodation, owned housing, has in-
creased at a faster pace, but there are certain dynamics at the re-
gional and local levels that can go beyond those headline numbers.

[Translation]

Mr. Gabriel Ste-Marie: 1 would like to ask you a question on
the same subject. What are the highlights when that data is broken
down?

[English]

The Chair: Could we have a very short answer, please? Thank
you.

[Translation]

Ms. Heidi Ertl: Renters are harder hit in the western provinces
than in other provinces, but the effects are the same for home own-
ers across the country.

Mr. Gabriel Ste-Marie: Thank you very much.
[English]
The Chair: Thank you.

Now we will move to the NDP and Mr. Blaikie again, for two
and a half minutes.

Mr. Daniel Blaikie: Thank you very much.

A big component of the committee's study is taking a look at the
housing market and trying to get a better handle on what these
rapidly acting cost drivers are that are making housing so unafford-
able. We're also trying to think about cost of living increases gener-
ally for Canadians.
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We've talked a bit about housing. We've talked a bit about gro-
cery prices. In the opinion of Statistics Canada, can you tell us what
some of the other sectors are that are driving the cost of living in-
creases for Canadians? If there are many that you think the commit-
tee should be looking at, which ones do you think are better targets
for government policy action in order to try to moderate or dimin-
ish those cost pressures?

® (1700)

Mr. Anil Arora: First, there's a bit of a conceptual difference
here. I think it's important. We don't measure specifically the cost
of living, per se. We have other measures that I've talked about,
such as market basket measure and poverty, and we talked about
household expenditures by quintiles and so on. However, the CPI is
not a true measure of the cost of living per se, because you see de-
cisions that are delayed, substitutions that happen and all sorts of
different decisions that [Technical difficulty—Editor] when faced
with fiscal challenges.

The CPI is a measure of consumption and how it's changing on a
consistent basis over time. It's not that we don't care about the cost
of living—of course we do—but as I said, that is not built into the
CPI as a constant measure of looking at both the price change and
the changes that Canadians make in order to adjust to those kinds of
changes, such as delaying or accelerating certain things.

From a consumption perspective, the basket is a very good repre-
sentation of what it is that everybody.... Why do I say that? It's be-
cause the survey of household spending takes every single dollar
that a household is spending and reconciles it. All of the categories
in the CPI account for pretty close to 100% of the expenditure of
that household.

We talked earlier about assets and the amortization of those as-
sets and investments. There's a whole set of decisions about RESPs
and RRSPs and all of those aspects, not to mention the asset valua-
tion over time and the difference if you're a renter or if you're an
owner. Over the course of a lifetime, you have to look at all of
those aspects as well. We do measure those, but they're not as fre-
quent. We will look at those kinds of patterns and see what changes
there are.

I hope that helps.

The Chair: Thank you, Mr. Arora.

We're moving to the Conservatives, and we have Mr. Poilievre
for five minutes.

Hon. Pierre Poilievre: In what category of CPI are the principal
payments on a house covered? I just want the category.

Mr. Anil Arora: We have them in the shelter, and then there's a
breakdown from furnishings to—

Hon. Pierre Poilievre: No. Is it under owner accommodation? Is
it under replacement cost? Where would that be baked into the
overall CPI?

Mr. Anil Arora: It's owner accommodation, as well as the rental
index, depending on age.

Hon. Pierre Poilievre: Owner accommodation is up 5% year
over year. Nobody in Canada believes home prices are up 5%. I re-

alize there's a difference between an asset and consumption, but
you actually do have to pay for the asset. It's not free.

Mr. Anil Arora: It's over time.

Hon. Pierre Poilievre: Yes, it's over time, but you still have to
pay for it. Nobody believes that it's up 5%. Where is the 25% or
26% increase actually captured here?

Mr. Anil Arora: It is amortized over the period of time that you
pay your mortgage and you pay your insurance—

Hon. Pierre Poilievre: Fair enough. What percentage of the CPI
does it comprise, then?

Mr. Anil Arora: Shelter comprises 30%—

Hon. Pierre Poilievre: No, not the shelter. I'm sorry. We have
very limited time. I'm asking about the principal payments.

® (1705)
Mr. Anil Arora: It's included in the—

Hon. Pierre Poilievre: 1 know that, but what share of the overall
CPI do principal payments on housing represent? Now I'm just
looking for a number.

The Chair: I see Ms. Ertl's hand is up. She may have an answer.

Ms. Ertl.

Hon. Pierre Poilievre: Just a number....

Mr. Anil Arora: Please, go ahead.

Ms. Heidi Ertl: I'm sorry. I don't have that number.
Hon. Pierre Poilievre: Okay, fair enough. Thank you.
Ms. Heidi Ertl: The principal payment is not included.

Hon. Pierre Poilievre: It is not included. A moment ago the
chief statistician said it was included.

Ms. Heidi Ertl: There is a mortgage interest cost formula that
amortizes mortgages over 20 to 30 years.

Hon. Pierre Poilievre: We don't know what share of the CPI
that comprises.

Ms. Heidi Ertl: That is 3.4%. The principal itself, because the
house is an asset and not paid for as a consumption good, is not in-
cluded.

Hon. Pierre Poilievre: That is incredible. As I pointed out earli-
er, it was equal to one-fifth of the entire economy in 2021. The fact
that you're not even really including it demonstrates that we're not
really judging the change in the cost of living in the CPL.

You mentioned that there's been an increased demand for hous-
ing. Where did the money come from?

Mr. Anil Arora: We don't get into that. As I mentioned earlier,
we don't do that.

If I may—

Hon. Pierre Poilievre: Fair enough. I just want to stay on the
question.

Mr. Anil Arora: If you'll allow me, I'll just make one point.

Hon. Pierre Poilievre: No, I'm running out of time.
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The Chair: Mr. Poilievre, would you just allow the witness,
please?

Hon. Pierre Poilievre: I have a point of order.

The Chair: No, Mr. Poilievre, your time was 37 seconds. You
gave the witness five seconds and then cut him off. Allow the wit-
ness to answer.

Hon. Pierre Poilievre: I didn't ask him a question.
The Chair: There was a question. He was answering a question.
Hon. Pierre Poilievre: Okay. Go ahead.

Mr. Anil Arora: I think your question is bang-on. On the con-
ceptual part, when you purchase a home, where's that principal
component? It's an important question.

Hon. Pierre Poilievre: I'm sorry. On a point of order, Mr. Chair,
I asked a different question. The question was where the money
came from. Now we're back to an earlier part of the conversation.

We're very limited on time, so I'd just like to go back. My clock
is now paused, but I'd like to get back to my questioning.

The Chair: Continue.
Hon. Pierre Poilievre: Thank you.

The next question, then, is this: The money supply increased by
about $400 billion during the pandemic. Did any of that money end
up in the mortgage system?

Mr. Anil Arora: [ don't have any answer to that question.

Hon. Pierre Poilievre: Okay.

Professor Charlebois from Dalhousie University indicated that
“shrinkflation”, which is when products include less actual food in
the packaging but the price does not change, is one way prices are,
in real terms, actually going up, but that is not being tracked by
Statistics Canada. As such, food inflation is not being properly cap-
tured.

Do you have a comment on that?

Mr. Anil Arora: We do, in fact, account for any kind of change.
It is standardized to a certain quantity and then the price, whether
that's per gram, per half kilogram, per pound, per litre or whatever
it is. We do, in fact, absolutely account for changes in the quantity.

The Chair: Thank you for that. That's your time, Mr. Poilievre.
Hon. Pierre Poilievre: Thank you.

The Chair: We're moving on to the Liberals and Ms. Dzerowicz
for five minutes.

Ms. Julie Dzerowicz: Thank you so much, Mr. Chair.

I just want to clarify one thing because I think it's important.
Sometimes there are interjections and people who might be listen-
ing from home might not get some context. I know that Mr.
McLean had mentioned something about a tax on principal resi-
dences being recommended, and I just want to be clear that there's
no such recommendation by our government.

To provide testimony to the standing committee on May 4, 2021,
the CMHC and Generation Squeeze came before the committee.
Canada Mortgage and Housing Corporation, as represented by Mr.
Michel Tremblay, a senior vice-president, indicated that CMHC is

funding 47 solution labs whose purpose is to find housing solutions
focused on vulnerable groups who often fall through the cracks of
the Canadian housing system. If you go through the testimony, both
Mr. Tremblay and Mr. Kershaw, who heads up Generation Squeeze,
indicated very clearly that they do not provide tax policy advice to
the government and have not been asked by any cabinet minister to
provide that information or tax policy recommendations to the fed-
eral government. I further want to indicate that what happens to the
reports is that they're actually posted, according to Mr. Tremblay,
and they are for anybody to use, for public consumption.

I want to make sure that, in addition to the fact that numerous
ministers lately have come out very clearly to indicate that there is
no proposed tax on principal residences, people will know that it's
also covered very clearly in the May 4, 2020, Standing Committee
on Finance meeting, and if people want to read that in depth I en-
courage them to do so.

Mr. Arora, we've asked you a number of questions about so
many different things. You've done such a wonderful job that I just
want to say thanks to you and your team for your patience and ex-
cellent responses.

Housing is treated differently in various countries. How do you
or the team at Stats Canada assure yourselves that the way you're
measuring housing costs is actually the right one for Canada? You
know that in Canada we have a higher than average number of peo-
ple who own houses. Therefore, how do you assure yourselves ev-
ery single year that, yes, this is the right measurement for us to con-
tinue to use?

® (1710)

Mr. Anil Arora: There are different measures. I think we align
very nicely with international standards and, where needed, we cus-
tomize for our particular situation. I think most countries look at
housing as an asset and then in inflation look at it as a consumption
over time. You have to start to look at things like the valuation of
the asset, the opportunity cost of what you would do. Not every-
body has a full mortgage or the same size of mortgage. It isn't that
you couldn't apply other measures to come at some of the questions
that have been asked. It's just not the way that we, [ would say, gen-
erally look at an asset that has a shelf life and that then has to be
depreciated, and you have to look at what the opportunity cost is
that one may forgo. We're pretty confident that we remain among
the avant-garde in how we keep these concepts pure and make sure
that these things are working.

The second reason we feel confident in the numbers is that we
confront these data sources with others. When you break down that
somebody is looking at an average cost price and we look at an in-
dex of certain things, it gives you a good sense that, yes, the mea-
sure that we have withstands that kind of scrutiny. Then we look at
the comparability of the macro level or the aggregate component,
as well as the different subcomponents over time.

All three of those areas give us the confidence that we're able to
provide policy-makers with the information they need to have a
good debate and to make sure that they're making decisions based
on good quality data.

Ms. Julie Dzerowicz: Thank you.
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I know Ms. Ertl would like to add here, if she could, please.

Ms. Heidi Ertl: Very quickly, I would only add that there are
several different methods to approaching housing measurement in
CPIs, and there is no consensus on that. It's the one area that is
quite complex. The U.K. and the U.S. both use what's called the
“rental equivalence” method; hence, they are not also including
housing prices directly in their CPI measure. They view it as if the
homeowner were renting the property. We are taking the approach
where all of the costs of living and use of the home are included in
addition to housing prices in some of the components. There's also
an acquisition approach, which I believe is the one you're referring
to, where you would actually include the house price. To my
knowledge that approach is only used by one other country.

Ms. Julie Dzerowicz: Thank you very much.

The Chair: Thank you, Ms. Dzerowicz.

Members and witnesses, we are moving into our sixth round. I
am cognizant of the time. We're looking at about 15 minutes. I un-
derstand that in the past when it has come to a final round and time
didn't allow for a full round, we've had the Liberals and Conserva-
tives for five minutes and the Bloc and NDP for two and a half
minutes each. We'll continue in that vein.

We'll have the Conservatives up now.

Mr. McLean, you have five minutes.
® (1715)

Mr. Greg McLean: Thank you, Mr. Chair. I appreciate the op-
portunity of one last time, and I appreciate Ms. Dzerowicz's com-
ments as well in defending why a commissioned study has been
brought forward by CMHC, which is not attached to a cabinet min-
ister. Nevertheless, if the Liberals weren't thinking about taxing
home ownership, they'd stop commissioning studies on how to tax
home ownership, so please stop the studies. Stop putting trial bal-
loons out there.

Our job is to defend Canadians when they tell us that they don't
want to have a tax on their principal residence. That has been the
actual Canadian norm for a long time. We don't need to dive deeper
into taxing Canadians in order to pay bills that have gone through
the roof under this government's mandate.

I'll go back to the questions that we're asking of our witnesses
here today.

Mr. Arora, thank you for all you've given us today. I hope you
recognize that our intent here is to make sure that we're looking for-
ward and avoiding what we've seen from other government agen-
cies when they say, “Well, inflation is just transitory and we don't
have to worry about it.” We do have to worry about it. The things
that we have to look forward on for housing include the fact that, as
we've pointed out, the cost of the mortgage interest payment has
gone down, but the cost of the actual principal on the house has
gone up significantly, including in your data.

When interest rates go up, those mortgage rates are going to go
up, and the other part of that pendulum is not going to come down.
That will lead to mayhem in the housing markets in Canada. We're
trying to make sure that we're ahead of that and make sure that

we're spelling out what the actual inflation is in housing here in
Canada.

Can you comment on that, please? What's going to happen to the
housing market when interest rates normalize in Canada?

Mr. Anil Arora: Obviously, we will continue to measure both
the weight of that consumption...the mortgage payment as it goes
up, with the interest, let's say. It will form a certain percentage of
that basket, and we will continue to measure it over time. That's our
role. It's to make sure that you know, both in relative terms of that
basket and then in terms of the price change over time that's going
to have. If interest rates go up, people are going to pay higher mort-
gage interest payments, and that will have a corresponding effect on
the inflation rate.

Mr. Greg McLean: I appreciated your earlier comments that
some of these costs are landing on new homeowners and not on
regular homeowners. The issue is that the new homeowners and
those who now can't afford new homes because of the rocketing
prices for housing in Canada are going to be hugely affected by any
change in interest rates going forward. A correction is going to be
on the horizon.

By measuring inflation and actually putting a proper inflation
number on the table, a more indicative inflation number, much like
they do in the United States.... In the United States, housing prices
have not gone up nearly much as Canada's housing prices, yet their
actual inflation rate, their CPI rate, is at 7%. Somehow the way
we're measuring in Canada has us at 4.7%, significantly lower than
in the U.S., yet it is not indicative of what our shelter costs are in
Canada. We're still trying to come to grips with that. I haven't heard
yet how you are reconciling that. Can you provide more illumina-
tion?

Mr. Anil Arora: Ms. Ertl mentioned earlier that the U.S., in a
sense, takes the equivalent of a rental cost for a particular dwelling
and substitutes that. Yes, that potentially has some benefits, but it
also equally has some things to take into account, because depend-
ing upon how much mortgage is left, that may not essentially be an
exact or a good enough proxy for some households as it would be
for others. All of these methodologies come with a price.

The second thing is the availability of that kind of data. We have
to be conscious that you have to have good quality data to be able
to put those—

Mr. Greg McLean: Okay. Let me ask one last question,

The issue with inflation is that measuring it properly leads to
making sure that wages are reflective of what people are paying in
the economy. If what we're trying to do is tamp down the expecta-
tion of inflation, we're not passing on what Canadians are experi-
encing in the market and, therefore, what their representation of
wages versus expenses should be in the economy.

Is there any indication of that?
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Mr. Anil Arora: We rely on real experts. We have an advisory
committee. We rely on international experts, and all the information
that comes back says that we have a measure that is second to none.

The Chair: Thank you, Mr. Arora.

Now we're moving to the Liberals and Mr. Baker for five min-
utes.

Mr. Yvan Baker: Thanks, Mr. Chair.

Mr. Arora, something you said earlier sums up a lesson that is
important to be heeded. It was when you were responding to one of
the members. To one of his questions, you said, “We deal in facts”.
I think we should focus on that as we wrap up. Some of the ques-
tions I'm hearing you answer over and over again from some of the
committee members on the Conservative side reflect the fact that
they're refusing to operate or deal in facts.

For example, they're refusing to accept the fact that the cost of
housing is properly accounted for in the consumer price index.
You've explained why that is, because you've explained the con-
sumer price index is a measure of how the cost of living, including
housing, affects Canadians.

They refuse to accept the fact that the government has said
countless times—whether it's in committee forums like this, in
question period or in the media—that it is not considering a tax on
public residence. They refuse to face that fact.

They refuse to accept the fact—we just heard it from one of the
members—that the government is not commissioning studies like
they've alleged. I want to refer to that quote from an article where
Paul Kershaw, the University of British Columbia professor who
led the research that Mr. McLean was referring to, said he wanted
to be clear that “This was not a government-commissioned report”,
as the Conservatives are spinning it.

All this is to say that if we go back and focus.... It's very impor-
tant that we remember that we really do, as you have advised us,
Mr. Arora, deal in the facts. That's what Statistics Canada and you
present to us to the best of your abilities, and you do it in an excel-
lent, credible and objective way. I want to thank you and your team
for being here today and for doing that every single day.

I probably have three minutes left, so I want to ask you a few
more questions with the remaining time, Mr. Arora.

One of them is how we're currently recovering from a very diffi-
cult economic time as a result of the pandemic. I have another few
questions, so if you can be brief I'd be grateful. How does the cur-
rent recovery, in your view and based on the data you've collected
and assessed, compare to past recessions?

Mr. Anil Arora: First of all, we've served for 100 years, and I
look forward to serving as an agency for the next hundred.

I would say with this recovery, when we look at it in comparison,
say, to the 2008-09 recovery, there are some fundamental differ-
ences between the situation back in 2008-09 compared to what
we're going through now. Obviously, this one is a public health cri-
sis to which policy responses have had a fairly significant impact
on what we're seeing. We don't see the kind of housing crisis that

we saw back then, where we saw the exact opposite trends of what
we're seeing now.

However, there are some parallels as well, in terms of supply
chains and the impact of a particular issue in one country having an
impact on another because of the integrated nature of our
economies and our societies these days. Those are some of the ar-
eas where we can start to look at comparing and contrasting the
uniqueness of this particular situation as opposed to in the past.

From a data perspective, our aim is always how we can provide
more timely data, more granular data and more integrated data, so
that we can better understand what's going on and you as decision-
makers can make the right difficult choices so that we're all work-
ing together.

Mr. Yvan Baker: I appreciate that.

Mr. Arora, my last question to you is about when we think about
the government response to the pandemic that you just spoke to.
Canadians would think of the CERB, the wage subsidy or some of
those other programs. There are a number of them, for example, the
programs supporting businesses.

Can you speak to how those initiatives have impacted the things
that you measure? I'm thinking of wages, unemployment and other
data and the economic indicators you measure.
® (1725)

Mr. Anil Arora: We put out literally a hundred small analytic
papers over the course of the last year and a half that go into all
those different nooks and crannies and aspects. I would encourage
you to look at the social, housing, economic and even some of the
environmental aspects of this very unique—in our lifetime, any-
way—experience. | think what we're seeing is the integrated nature
of where the problem is and the response. We have tried to show, in
our data, all of those aspects.

Mr. Yvan Baker: Thank you.
The Chair: Thank you, Mr. Arora.

We'll now move to the Bloc.

Monsieur Ste-Marie, you have two and a half minutes.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

First, I would like to thank you, Mr. Arora, Ms. Ertl and Mr. Pe-
terson, for being with us this afternoon. You answered our ques-
tions non-stop. It has been a busy afternoon for you, and we sin-
cerely thank you.

My next question has to do with the statistics that you have on
business and personal bankruptcy.

Have you calculated the number of bankruptcies since the begin-
ning of the pandemic?

If so, could you tell us what they are? What have the trends been
in that regard since the beginning of the pandemic?

Mr. Anil Arora: Yes, we calculated the number of businesses
that went bankrupt. However, I am not sure if we can provide you
with any statistics on personal bankruptcy.
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Mr. Peterson, do you have anything to say about business open-
ings and closures or bankruptcy?

[English]
Mr. Greg Peterson: I don't have those data available at my fin-

gertips, but we do have a number of reports on business openings
and closings. We can make that available to the clerk.

[Translation]
Mr. Gabriel Ste-Marie: Okay. That would be great.

If you have any statistics on personal bankruptcy, we would real-
ly appreciate it if you could send them to the committee at the same
time.

I will stop my questions here and leave the remaining time for
Mr. Blaikie.

The Chair: Thank you, Mr. Ste-Marie.
[English]

Mr. Blaikie, you have three to three and a half minutes. Go
ahead.

Mr. Daniel Blaikie: Thank you very much.

I'd like to use the time to come back to this larger question. The
committee is talking a lot about housing, and rightly so. It's impor-
tant, and I'm looking forward to our future discussions on the topic,
but we're also trying to get to the bottom of....

I think all of us are out there talking to Canadians, some of
whom have experienced some real financial difficulty on the in-
come side. There's been a whole conversation during the pandemic
about pandemic benefits and getting businesses back open so that
people can go back to work. But we're also seeing that, income
notwithstanding, just on the cost side of people's household bud-
gets, they're facing some serious challenges. There are challenges
in housing and challenges with respect to grocery bills and home
heating.

Given your knowledge of the Canadian economy, I'm wondering
if you have other areas where there are upward price pressures that
you think the committee should be looking at in the context of the
study we have embarked upon.

Mr. Anil Arora: [ think maybe I'll just leave you with some of
the work that we've done to go deeper. You can get a certain pic-
ture, which I don't want to discount, when you look at the average

of Canada or the provincial level, but when you start to disaggre-
gate those data and you see how different portions of our society
are doing.... The home ownership rate is very different for some-
body from Asia than for a Black Canadian, for example. It's almost
half for Black Canadians. You see that disparity in a very marked
way.

I would just say, use some of those data to see how certain seg-
ments of our society are doing in comparison with the average, or
in comparison with the provincial or national or overall population.
Those data do exist. Those trends are very important to look at. I
think the impacts of policies do have a disproportionate impact, de-
pending on who they're targeted for. So—
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Mr. Daniel Blaikie: With the last little bit of remaining time, are
there any particular trends that you want to highlight briefly for us
today, even if it's just directions you want to point us in with regard
to particular trends you think are important for us to understand as
we do this study?

Mr. Anil Arora: I mentioned one, of course, which is occupa-
tions and wages and who is occupying them. Women are dispropor-
tionately in the care economy, and single parents.... I would just say
use some of those data available and you will be able to see not just
the average but also who is working in a particular sector or who's
impacted because of payments or other concerns they may have re-
lated to housing and their interaction with inflation.

I would just urge the committee to look at some of those aspects
as well.

Mr. Daniel Blaikie: Thank you.
The Chair: Thank you, Mr. Blaikie.

That is the time we have for today in this marathon session.

I want to thank Mr. Arora, Ms. Ertl, Mr. Peterson, on behalf
[Technical difficulty—Editor] staff, the interpreters and this entire
committee.

We did ask for these witnesses to come in on very short order
late last week. Thank you for honouring our request and coming
forward and being able to go through these three hours—it was a
long session—to provide us with so much information. On behalf
of the committee, thank you.

I look to the members, and we are going to adjourn at this time.
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