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High cost of living became a top issue a decade ago

Top Issues Facing Canada (% of Canadians)
Pressures on governments to address

after Canada middle class was 2015 2019 2025 2026

characterised as the richest in the world. Cost of 55%
’ 60% 62% 62%
It was hard to find data that could i
substantiate these concerns. It still is. Uealdh care N/A A44% 359 29%
Slmllar. stories have emerged in other The 36% "o “so .
countries as well. economy 0 0 0
Housing N/A
= 27% 34% 30%
affordability
Donald N/A
T N/A 33% 45%
rump
o N/A
Immigration 26% 27% 23%



Outside the pandemic, cost of living increases were not abnormal

When cost of living concerns emerged, inflation
was stubbornly below target, and disinflation
fears existed. It increased during the pandemic,
but inflation is back at 2%, and people expectitto
continue to remain near that level.

Consumers’ perceptions of inflation may be higher
if prices of goods they purchase frequently are
going up fast.

However, inflation for food, gasoline, and shelter
was modest during the pre-pandemic period when
concerns emerged, and not that high over the
2010-24 period.

Existing house prices grew relatively fast but two-

thirds of Canadians own a home. Only a concern
of 30%.
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This isn’t due to a large initial gap or strong increase in necessity costs

Income vs Prices
1979=1
Category co

5.5
5.0
4.5
4.0
3.5
3.0
2.5
2.0
1.5 s

e
1.0
1979 1984 1989 1994 1999 2004 2009 2014 2019 2024

1.7% 3.4% 2.3%

2.2% 4.7% 3.1%

1.8% 4.8% 2.8%

1.6% 6.0% 3.1%

— |ncome —— Consumption prices
Grocery Prices —Shelter prices

— = New House prices



Most saw increased real disposable income...

Most Canadians experienced real
income growth despite the widespread
perception of the contrary.

The same is true using different
groupings, such as age groups, or
different measures, such as wages

Obviously, some did not see any
increase, but they are a minority.

Real Household Disposable income per decile
(average annual growth)

Highest decile
Ninth decile
Eighth decile
Seventh decile
Sixth decile
Fifth decile
Fourth decile
Third decile

Second decile

Lowest decile

-
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... and in their net wealth

Fast cost-of-living increases should be expected
to deplete financial wealth.

Polls suggest over half of Canadians feel
"financially paralyzed"

Net worth statistics contradict these financial
anxiety narratives. Households across all income
deciles experienced real net worth increases, and
not only because of housing and pension asset
appreciation

Some composition effects may play a role but this
is also true across age groups.

This dichotomy between “feeling” and income and
wealth data is also found in other countries.

Change in average net worth per after-tax
income decile, 2012-23

Highes
Ninth
Eight
Seventh
Sixth
Fifth
Fourth
Third

Second

Lowest

100,000 200,000 300,000 400,000

o

B Change in average net financial worth

Change in average net worth



Reasons for dichotomy: 1) Unmet expectations

Real Household Disposable income per decile

Rate of real income (and wage) growth was ~50%
(average annual growth)

slower in 2009-2023 than in 1995-2009 for most
income deciles and age groups

This extends beyond Canada: the “new mediocre* Highest decile

i : Ninth decil
People also became more worried about their nih dectie

future financial ability Eighth decile

Research shows how your real income comparesto  Seventhdecile
your expectations matters, not the absolute level

Sixth decile
Work(?rs comparing t.he mselveg to their parents‘ Fifth decile
experience, or to their own earlier progression,
may feel disappointed despite the improvement Fourth decile
Third decile

Second decile

Lowest decile

1 1.5 2 2.5

o
o
o1

1995-2009 M 2009-2023



2) Social Media and Financial Dysmorphia

People care about their relative social position
(more than their absolute wellbeing)

Social media algorithms encourage users to
perceive portrayed lifestyles as representative of
peer groups, distorting perceptions of "normal”
consumption and "necessary" expenditures.

This generates feelings of financial inadequacy, so-
called financial dysmorphia, and the pressure to
emulate these lifestyles can lead to financial
anxiety.

Other potential reasons were examined, like
volatility or instability, but nothing very satisfactory

-

-

CConspicuous Consumption)
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social signifiers of acquired goods
wealth and status or experiences

Desires of social
validation and
recognition

Acquisition of
luxury goods

Seeking admiration,
envy and validation
from others

“é’) WallStreetMojo

Environics RTS | Social Media Usage by Generation

Facebook YouTube Instagram

@® ol @ Boomers @ GenX @ Millennials @ Gen 72
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Solutions?

* Concern about cost of living is a global phenomenon and started when inflation was lower than
expected. Itis not a Canadian-made problem. Income still grew faster than food or shelter prices, so
does not seem to be a “perception” problem.

 Unmet expectations from the supposed “new mediocre” and financial dysmorphia are two potential
explanations.

* However, some individuals do face genuine hardship, confronting choices between feeding children
and paying rent.

* The only way to achieve broad-based increases in living standards is to increase productivity and
ensure workers receive their fair share of these productivity gains.

* Productivity growth stems from organizational, procedural, or technical innovations, which depend on
numerous interacting factors including social context, cultural norms, and regulatory frameworks. No
economist has proven prescriptions. It is a "hard nut to crack.”

* Stronger bargaining power gets bad press and is accused of undermining growth.

10



Policy suggestions

Improve competition and economic framework
* Reduce barriers to FDI, more competition-friendly regulations, more independent Competition Bureau, more
scrutiny on M&A, reduce subsidies and ineffective business support programs, shift tax burden to consumption,
zoning laws, etc.
More in-kind support

* Remove non-financial training barriers, enhance business advisory services, facilitate access to government
programs and services, improve credential recognition, improve business literacy.

Strengthen bargaining power

* Facilitate unionization (evidence shows unionization does not harm productivity), enable sectoral bargaining,
ensure all provinces adopt mandated paid sick days, recognize gig workers as employees, etc.

Support vulnerable populations

* More generous employment insurance and social assistance, personalized guidance and wraparound supports
for long-tenured displaced workers, at-risk youth, single low-skilled adults, more affordable housing

11
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https://irpp.org/research/toward-a-more-equitable-canada/
https://irpp.org/affordability/

e
What is Affordability?

Working Definition for this discussion

A household’s ability to meet its essentials/basic needs on a sustained basis,
given its resources and the costs it faces.

“No one should have to forgo

@ = %
v buying food to pay the rent.
CLILE = ‘ No one should avoid heating or
1 OB cooling their homes to afford a
O O [ S——— ) transit pass to get to work.”

\ Affordability Action Council,
Making Ends Meet, February 2024.
@ AFFORDABILITY \
ACTION COUNCIL

Meeting one essential need should not mean sacrificing the other.



https://irpp.org/research-studies/a-new-approach-to-tackling-affordability/

Three lenses on Affordability

Prices and income Resources after Hardship and financial
essentials security

Are incomes keeping ls there enough to Are people going without

pace with the costs adequately meet essentials or at risk of

households face? essentials/basic needs? doing so when their

circumstances change?

Across all three: affordable for whom?




Lower inflation does not reverse earlier price increases

From 2019 to 2025, food and shelter prices rose faster than disposable income in the bottom four income quintiles.

Cumulative change in household disposable income per equivalent adult, Canada, 2019-2025

B Nominal income growth Real income growth (all-items CPI adjusted)
40% Price increases
. Food purchased
35% +32.8% from stores
_____ / +31.0%
E e e Shelter
+30.0%
25%
All-items CPI
2000 " B BEm O PETE”” """m» +20.7%
15%
10.0%
10%
5%
0%
Lowest Second Middle Fourth Highest
20% 20% 20% 20% 20%

Dashed price lines compare with nominal income growth.
Income is per consumption unit (OECD-modified equivalence scale). Groups do not follow the same households over time.

Source: Author's calculations, Statistics Canada tables 36-10-0587-01 and 18-10-0005-01; downloaded September 24, 2026.




.
Keeping pace with inflation does not resolve

an inadequate starting point

Spending on essentials as a share of disposable income
Lowest two income quintiles, Canada, 2019 and 2025

Lowest income quintile Second income quintile
108.0% 63.6%
Essentials Essentials
47.6% 28.5%
Shelter Shelter
23.0% 13.0%
Food Food
37.4% 22.0%
Transport Transport
0% 25% 50% 75% 100% 125% 0% 25% 50% 75% 100% 125%
Share of disposable income Share of disposable income
2019 Hl 2025

Source: Author’s calculations from Statistics Canada, Table 36-10-0587-01. Canada, annual data.



S B
Income and wealth became more concentrated

Share of total household disposable income and net wealth, 2021 and 2025

Disposable income Annual income, households ranked by income

2021 201% 41.2% D

2025 18.3% 39.8% S a6
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

Net wealth Year-end (Q4), households ranked by wealth

2021 33% 32.5% - 682%

2025 30% 31.3% - 657%
0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

Bottom 40% Middle 40% = Top 20%

Source: Author's calculations based on Statistics Canada (Tables 36-10-0587-01 and 36-10-0660-01)

IRPP



https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610058701
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610066001

H———— e
Hardships and financial security

Food insecurity Energy hardship Housing
o o
24% 14% 65,000
of people lived in food- of households kept their people counted as
insecure households in 2025 home at an unsafe or experiencing homelessness
uncomfortable temperature in 75 communities
because heating or cooling 2025 counts
was unaffordable in 2023
47.4% People in woman- UNAFFORDABLE HOUSING - 2021
: led one-parent
families 20.9% overall
o Unattached o Households in the
30.4% non-seniors 18% lowest income 33.2% 14.8%
quintile Renters Owners

IRPP




Economic shocks can become affordability shocks

Household income Local services Capacity to adapt
Layoffs, reduced hours and A major closure can affect Savings, skills, mobility and
unstable earnings can put suppliers, municipal accessible supports shape
essential spending at risk. revenues and community the ability to recover.

organizations.




Economic shocks can turn pressure into hardships

Transitions, Shocks and Demographics
converge locally

Trade Disruptions and
Geopolitics

Al and Automation

Top 10% of susceptible communities

M Net zero (via any of 3 metrics)
U.S. trade policy

[ Net zero and U.S. trade policy

Demographic Shifts

N/
N

Community
workforce

10 per cent of Canadians live in places susceptible to
workforce disruption due to net-zero transitions.

19 communities are among the most susceptible to
workforce disruption resulting from both the net-zero
transition and changes to exports to the US.




Economic shocks can turn pressure into hardships

Major employer closures and mass Iayoﬁs can Worse than Canadian average Worse than provincial/territorial average
L] L] L] L] L] %] -
create direct, indirect, and induced impacts = Population change 41 53 13 40 53
L] L] L] L] [=
that ripple across entire communities 2 Old age dependency ratio 32 48 35 52
o
= No certificate, diploma
2 oracoree. N - E
_ El as share of labour force s::s 44 \
. > -
Companies and o o N\ 37
workere In affected % Participation rate k& 3
H oSS
industry Unemployment rate .\\3 30
E Median income after tax 1 31 42
=
e MBM low-income rate I 1 2
% Core housing need
%]
-0
% Some core housing need
| | |
(I} 20 40 60 2|0 4‘0 6‘0
# of census divisions # of census divisions
Induced impact Susceptible to: D Net zero Net zero and U.S. trade policy
Services, local businesses, real estate markets, o o oge
local governments and families affected by Weaker socio-economic conditions

reduced wages and reduced community-wide
consumption

can mean closures hit harder

"iii-‘.'""ii-i'f'

l,ii'_q'ri" 16 susceptible communities underperform relative to Canadian or
| provincial/territorial averages across four socio-economic areas




An all-in approach to lasting affordability

1 Adequate incomes 2 Lower essential costs 3 Support through
change
Target income gaps. Invest in housing, energy Respond timely and
efficiency and transport. adequately to income |oss
Make benefits accessible (including El reform).
and predictable. Improve access and

competition. Connect people to services.

Support good jobs.

Help communities adapt.




I
Slaying myths about income support

Rachel Samson, Shaimaa Yassin and Gillian Petit
Policy Options, February 20,2026

Will it fuel inflation? Scale and targeting matter. Modest support for essentials
differs from broad economic stimulus.

o Research generally finds small effects on labour supply,
Will it discourage work? especially among those already working. Income support can

supplement inadequate earnings.

Should funding go to Well-designed income support can improve longer-term
economic investment outcomes and reduce future public costs.
instead?

IRPP




CGEB: a positive step but design limits impact

Expanding the GST/HST Credit
Gillian Petit and Shaimaa Yassin, IRPP Commentary, February 19, 2026

Progress Expanded support through the GST/HST credit, consistent with
the delivery approach recommended by IRPP/AAC.

Design IRPP / AAC recommendation CGEB
Maximum annual $1,800 per adult + $600 per child » Single adult: $679
benefit > Single adult: $1,800 > Couple with two children: $1,358

» Couple with two children: $4,800 (excluding the one-time top-up)
Duration Permanent increase 25% enhancement for five years,

plus a separate one-time 50% top-up (June 2026)

Who receives Larger payments concentrated on the 25% increase; old GST/HST credit structure
support? lowest-income working-age households retained
Payment timing Monthly Quarterly (began July 2026)

Remaining gaps: benefit amounts that fall short of household needs, especially at
the lowest incomes; permanence of the increase; and monthly delivery.

IRPP




Eligibility should translate into support received ,76

Reach people

Simpler filing and active Automatic Tax Filing

outreach to people missing Remove barriers Gillian Petit, IRPP Commentary, Nov 2025
benefits.
Help with identification, Respond in time
digital access, banking and
complex applications.
Predictable payments and
support when income or
circumstances change.
Policy SimpleFile is operating. CRA plans pre-filled returns for March 2027. Persistent non-filing
progress and timely access remain concerns.

IRPP




Support households while communities adjust

SUPPORTING COMMUNITIES ine =ti i
THROUGH LAYOFFSAND A three-tiered framework of social supports
BUSINESS CLOSURES " Eramework

Proactive
Community Transformation Agreements established
with highly susceptible communities before workforce disruption.
Agreements offer longer-term support and renewal.

Immediate
Rapid-response community support
hubs activated when closures or layoffs
impact a large share of the local workforce.

uondnuisip jo aaibaq

<

Yassin et al. (2026),
IRPP CTP policy brief.




I
Community housing, deep affordability and new models

Affordable Housing Reboot Homeward Bound Co-living housing models
(AAC, 2023) (Whitzman, 2024) (Whitzman, forthcoming)

T L B R = Forthcoming
et BT e e a 43 IRPP study

; “ EY
Acq.uire land near rapigl transit, Broaden choices through
retain federal ownership and Use consistent income-based shared space and facilities,
offer low-cost leases. affordability definitions and supported by suitable
Scale non-profit and co-op combine government tools: financing and zoning, with
housing with grants, fixed low- Federal land leases, long-term low- affordability and resident
rate loans and combined rate finance and startup grants. orotections.

funding.

Build Canada Homes, public-land development and long-term leasing, new community and co-op housing

Polic
y investment, and the Rental Protection Fund. Timing, implementation and scale remain necessary to effectively

deliver deep and lasting affordability, particularly for very-low- and low-income households.

progress




Energy efficiency is an affordability tool

IRPP INSIGHT
Macch 2026 | No.

More Efficient Housing, More
Affordable Housing: Putting Energy

Efficiency at the Heart of Solutions
Pierre-Olivier Pineau

= IRPP

Pineau (2026)

Policy
progress

IRPP

AFFORDABILITY ‘ I
ACTION COUNCIL

AAC retrofit brief (2023)

Lower the cost of a comfortable home

Better building performance, efficient use of space and smart
energy technologies.

Make savings accessible to lower income households
Free, turnkey retrofits and support for community housing, with
renter protections.

Invest for lasting affordability

Assess lifetime housing and energy costs, alongside upfront
Investment.

Greener Homes Affordability Program: Manitoba launch in 2025, expansion to four
provinces in June 2026. Scale and rental/condo access need attention.




Make affordable transportation a practical choice

Provide reliable public transport

Sustained operating support so infrastructure translates into
usable service.

]
|

A A,

Urban mobility

Connect rural and remote communities

Affordable shared transport and links between communities.

1 A
— T Target affordable alternatives
s me Support lower-income households and lower-cost options,
j (Ji including used EVs and e-bikes.
) od |
Rural connectiohs | -
Policy Federal transit funding and a new EV program are in place. Rural funding recognizes

progress regional connectivity. Operating support and targeting remain priorities.




Support households today. Invest in lasting affordability.

A

Marginal value of public funds (MVPF)

Value of benefits to recipients

From Cost to Investment

Reframing Social Spending MVPF =

in an Affordability Era

Gillian Petit and Selvia Arshad Including future spending and revenue effects
IRPP Commentary, March 2026

Net fiscal cost to government

Evaluate what public spending achieves for households, alongside what it costs.

IRPP
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Affordability

Theorem
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Overview:
Anticipation, Reality and Perspective

©) th, v

Economic Growth Household Pressures The Fix[es]

What we all want. How growth, or lack of it, Who can make it better?

Are we actually getting it? s distributed

33



Schrbedinger’s
GDP

Quarterly Change in Real GDP

Canada Q1 2019 to Q2 2026

11.4%

& Trade war but no recession
& Slowth or growth?

(1.2% in half?)
& Mining,0&G: 5.3%
& Transp./Warehousing: 4.6%

ource: Statistics Canada Table 13-1001-03-01




Schroedinger’s Trade War

Canadian Merchandise Exports
to Top Trading Partners,
Jan-July 2024, 2025, 2026

& More trade!
@ Driven by oll

Export value almost unchanged 2024-2025 (almost $780B).
3 nd g Old pn ces Lost $33B in trade with U.S., other major trading partners
J

imported more. More than making up for losses in 2026.

not volumes Biggest change: UK (gold)

(U.S. would be

9.2%
8% 0 0
even lower %) snepBeg) ssazREO ansTmm L g3%

United States European Union 6 China United Kingdom Mexico
O Average Jan-July 2024 W Average Jan-July 2025 W Average Jan-July 2026

Source: Statistics Canada Table 1210001101 Customs Basis




Gold & O - the Secret Sauce

Gold Spot $/0z Generic 1st 'CL' Future

XAU:CUR CL1:COM
(XAU) (USDy/bbl}

96.13

Related News Related News

6M YTD 1Y

Overview Overview

PREV. CLO 52 WEEK RANGE OPEN 52 WEEK |

4,275. ) 3,760.9200 - 93.58 592.00 5498 -119.48
3,595.4700 PREV. GLOSE DAY RANGE

YTD RETURN 92.141 92

-0.80%




Schréedinger’s
Wins:

Wages
VS
Profits

Growth in Wages and Profits

Canada Q1 2019-Q2 2026, Indexed to Q1 2019

120%

97.4%

100%

20%

4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q
23 2024 2024 2024 2024 2025 2025 2025 2025 2026 2026

Q1 Q2 Q3 4 QB Q4 Q1 Q2 Q3 Q4 QI Q2 Q3 M4 Q1 Q2 Q3 Q
201920192019 2019 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 20

=\\/ages and salaries === Net operating surplus: corporations
Source: Statistics Canada Table 36-1001-03-01
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Corporate Wins:
Financial vs
Non-Financial

(note banking
losses as interest
rates increased)

Corporate profit growth

Canada, Q1 2019- Q2 2026

153%
140% i
120%
100%

80%

60%

-—=Non-financial corporations

Source: Statistics Canada Table 36-1001-25-01

- Financial corporations

38



Schroedinger’s Recovery: K-shaped

The
K-S ha ped Small Businesses,
Recovery Sl




Earnings Keeping up with Costs?

Groceries and Average Earnings Growth

Canada Jan 2019-Jul 2026
37.2%
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Earnings Keeping up with Costs?

Rent and Average Earnings Growth
Canada Jan 2019-Jul 2026

35.6%

33.5%

—— Average Weekly Earnings inc




Earnings Keeping up with Costs?

Mortgage Interest Costs and Average Earnings Growth
Canada Jan 2019-Jul 2026

33.5%

e Average Weekly Earnings incl OT e Mortgage interest cost




Earnings Keeping up with Costs?

Gasoline and Average Earnings Growth
Canada Jan 2019-Jul 2026

e Average Weekly Earnings inclOT e Gasoline




Earnings Keeping up with Costs?

HealthCare Services and Average Earnings Growth
Canada Jan 2019-Jul 2026

35.9%

_—

"33 50
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—
e
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Health care services




Average lrends
INZU25;

per BoC.
Thereis no
average




There Is no average.
Young people did
worse In 2029.
Prime age earners
(decision-makers)
did better.




Income-spending gap

Additional Additional Value ($) As a percentage of 2025 income (%)
income ($) spending ($)

There Is N0 average. EaEai
00% of households -

2nd quintile

lost ground In 2025 |

4th quintile

5th quintile




& Younger people
feeling the pinch
more in 2026
(71%

& Older people less
(40%

Situation with regards to cost of living — by demographics

Canada
2026-09
[n=1037)

Atlantic Quebec
|m=100) (n=217)
I've had to cancel a major

purchase because o

increasing prices

It's became difficult to
affard basic ne £5.

Bath of the above

Inflation hasn't been a
major problem

Unsure

British
Columbia
{n=151)

Ontario

¢ hod to cancel o major purchase because of increas

d 55 and over report that inflation hasn

351054
{m=3a8)




The Fix[es]

& Households: “Tighten your belt! Eat less! Live somewhere cheaper!
Don’t travel by car!”

& Markets: more competition, more productivity, lower pass-through of supply
shocks, more regulation? None of the above likely in the short term

& Governments: more tax cuts, more subsidies, double down on adding supply
of housing and care. Spending more just to stay in place is unattractive.
But at least don’t make things worse (Investment Summit? Bill C-397?)

49



Shroéedinger’s
Fix[es]

O

“a\Y
‘Q‘
[\

.

In the eye of the beholder

[And the person
proposing the fix]

Are we on the right track”? The wrong track?

We won’t know until we look inside the
affordability issues box in six months.

50
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e CSLS archives: Search 650+ papers; 30+ years

#® Centre for the Study Home Research Events About Contact Subscribers m
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o

- Centre for the Study
§ of Living Standards

IPM - Archive

IPM archive

Search all research from the International Productivity Monitor

CSLS > Archive

CSLS archive

Search all CSLS rep

Order by

Filters .
.
424 results H
- Ordet by Keywords (-]
Filters
229 results Most relevant M e h a Addressing Canada’s High Cost of Living: The Role of Productivity and Bargaining Power
Keywords (-]
Publication date +
Search for a keyword Q The E ic Returns of A ible and Affordable Child Care in Canada ye
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