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Economic environment
Global economic trends shape the business
environment of Canadian agriculture and agri-food.
The pandemic continued to create disruptions to the
global economy in 2021. As economies were poised
to reopen, new variants emerged, causing further
uncertainty and delays. Despite these challenges,
global gross domestic product (GDP) increased 6.8%
in 2021, recovering from a 2.2% decline in 2020.6
Vaccine deployments are raising optimism about
continued momentum in the global economic
recovery for 2022, although additional pandemic
waves and new variants cannot be discounted to
emerge in the future.
Despite multiple economic challenges, Canada’s
high vaccination rates in combination with strong
public measures and the resiliency of Canadian
businesses supported strong economic growth in
the second half of 2021. In 2021, Canada’s annual
GDP increased 4.6%7 due to strong demand for
goods, increased demand for services and strong
exports. GDP has continued to strengthen through
the first quarter of 2022.
Higher economic activity generated a sharp recovery
in Canada’s labour market. The unemployment rate
declined to 5.9% in December 2021 from 8.8% a
year ago.8 Improvement in the labour market, while
positive overall, created hiring challenges for
businesses and pushed labour costs higher. A tight
labour market combined with supply chain
disruptions in Canada and around the world has
resulted in higher than expected inflation. Canadian
inflation is estimated to be 3.4% in 2021, above the
Bank of Canada’s target rate of between 1% and 3%.
High household savings and increasing wages
continue to support strong demand for goods and
services throughout the Canadian economy, which
will keep overall price levels in Canada elevated in
2022.

Record low borrowing costs and strong demand
for food and agriculture commodities have created
investment opportunities across the agriculture and
agri-food value chain.

Demand for agriculture commodities and
food remains strong
Global economic growth supported strong demand
for food and agricultural commodities and increased
export opportunities. The impact was particularly
noticeable in various crop markets that recorded
prices significantly higher than their five-year
average. The pandemic forced processing plants in
various sectors to temporarily shut down production
or reduce capacity in some cases. Higher input
prices such as for energy and raw materials led to
higher food prices. Reopening of food services is
shifting back food consumption toward pre-pandemic
patterns. Transition is still occurring, and much is left
to learn about what food purchasing trends in a
post-pandemic world will look like.
The United States remains Canada’s largest export
market, accounting for about 30% of our agriculture
exports and more than 70% of our food and
beverage manufacturing exports.9 The U.S. economy
quickly rebounded from pandemic disruptions,
increasing demand for commodities and
strengthening the Canadian dollar. The Canadian
dollar averaged slightly below US$0.80 in 2021.
Overall, Canadian agriculture benefits from a low
dollar as it supports farm revenues by lifting prices
paid to Canadian producers and making Canadian
products competitive in the world market.

A strong economic recovery and rising consumer
prices led the Bank of Canada to end its quantitative
easing program in 2021. Although the Bank of
Canada has maintained interest rates at record low
levels through 2021, high inflationary pressures have
set the stage for rate increases in 2022.

https://www.bankofcanada.ca/2022/01/mpr-2022-01-26/
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