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Construction Costs Remain High, Rate 
of Increase Will Begin to Slow.

Following a challenging year with unprecedented construction costs, 2023 will provide some 
reprieve for property owners with cost increases beginning to moderate.

Nonetheless, it is important to keep expectations in check; the two most critical components  
that impact construction costs - the cost of labour and the cost of materials - will continue to rise, 
but the increases will be less severe than what was encountered in 2022.

We expect the national average for 
reconstruction costs to increase by 5%-12%.

OVERALL OUTLOOK
 

Based on the current data available, reconstruction percentage changes vary significantly by region 
and property type. Calgary, Edmonton, and Toronto have been experiencing the greatest increases, 
and Winnipeg and Saskatoon have seen the lowest. In 2022, average construction costs increased in 
the range of 8% - 16%.

Looking ahead in 2023, we anticipate that BC AND ONTARIO will experience slightly lower increases 
compared to the previous year.

In ALBERTA, we anticipate continued increases higher than the national average due to a 
strengthening economy and high rates of interprovincial migration. The demand to build is strong 
and those new to Alberta are looking to developers to accelerate housing projects. In a similar vein, 
the population growth of the MARITIME PROVINCES will spur continued interest in the housing 
marketing; we anticipate higher than average yearly increases in this region as well.

In SASKATCHEWAN & MANITOBA, we expect construction cost increases to remain the lowest 
nation-wide.

Despite some hesitation in the housing market, the 2023 forecast for the construction market 
remains strong with higher-than-average Canadian construction cost increases. We anticipate that 
the effect of high inflation, high interest rates, a slowing housing market in BC and Ontario, and 
correction of supply chain problems will begin to be felt by the end of 2023, and construction cost 
increases may fall to historical averages in 2024.
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Significant increases in annual appraisal valuations can be broadly attributed to inflation. While 
economists believe that inflation has peaked, it will continue to sit well above annual targets, 
typically 2 per cent, throughout the next year. 

Our intention in this analysis is to unpack the specific forces that are driving prices up. Topics 
that we will cover include the continued supply chain issues, national labour shortages, global oil 
restrictions, and increasing demand and prices for materials, which are all having an impact on 
Canadian construction costs.

MATERIAL COSTS INCREASES 

A major factor in construction costs are prices paid for materials, and in general, those continue 
to rise at a rate higher than historic averages. In December 2022, the industrial Product Price 
Index recorded a -1.1% decrease from November 2022 on Canadian manufactured produce prices; 
however the year-over-year showed a 7.6% increase. Similarly, while prices of raw materials, as 
measured by the Raw Materials Price Index, declined by 2% from November to December, an 8.1% 
year-over-year increase was recorded, proving that costs are still higher than average.

We know that resistance to price decreases exists, meaning that once a price is established, it is 
unlikely to change quickly in response to shifts in the economy. Having said that, the decline we 
are seeing in lumber prices supports evidence that costs are in fact beginning to trend downward 
and this will have a positive impact on reconstruction costs through the year.

Notable Industrial Product Price Increases, Dec 2021-Dec 2022

Plastic and rubber products 11.3% YOY

Lumber and other wood products -18.7% YOY

Pulp and paper products  19.2% YOY

Energy and petroleum products 31.8% YOY 

Fabricated metal productions and construction materials 7.8% YOY

Machinery and equipment 10% YOY

Cement, glass, and other non-metallic mineral products 9.1% YOY

Notable Raw Material Import Price Increases, Dec 2021-Dec 2022 

Crude energy products 20.9% YOY

Logs, pulpwood, natural rubber and other forestry products -9% YOY

Sources:
• https://www150.statcan.gc.ca/n1/daily-quotidien/230118/t001a-eng.htm
• https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810026801&cubeTimeFrame.

startMonth=12&cubeTimeFrame.startYear=2021&cubeTimeFrame.endMonth=12&cubeTimeFrame.
endYear=2022&referencePeriods=20211201%2C20221201

What’s Going On With Construction Costs?
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CANADA’S LABOUR SHORTAGE 

High on the list of causes for increased 
construction costs is Canada’s labour shortage. 
Canadian unemployment levels are historically 
low, sitting at 5.0% in January 2023. As a result 
of a tight labour market and high demand, the 
construction sector is struggling to fill jobs. 

Since the start of the pandemic, employment 
vacancy in the construction industry has 
increased by nearly 160%. As of the third  
quarter 2022, there were 81,000 vacant  
positions and a record high job vacancy rate of 
6.7%. Quebec, BC, and Ontario currently have 
the lowest unemployment-to-job-vacancy  
ratios, while maritime provinces Newfoundland 
and Labrador have the highest ratios.  

Subsequently, the hourly wage in construction 
has increased by over 15% since 2020 in an 
attempt to attract skilled trades. 

We don’t see this problem resolving any time 
soon. Over the course of the next decade, 
Buildforce Canada indicates that over 300,000 
new construction workers need to be hired to 
meet increasing demand and to fill the void  
that an expected 260,000 workers will create 
when they retire by 2030. The Canadian 
government is working to address this issue. 

•

• https://www150.statcan.gc.ca/n1/daily-quotidien/221202/dq221202a-eng.htm?HPA=1
• https://www.buildforce.ca/en/blog/canadas-resilient-construction-and-maintenance-industry-will-require-

more-300000-new-workers
• https://www.rateinflation.com/inflation-rate/canada-historical-inflation-rate/
• https://www.bankofcanada.ca/core-functions/monetary-policy/key-interest-rate/

INTEREST RATES 

By raising the interest rate, the Bank of Canada is attempting to curb inflation, which hit an all-time 
high of 8.1% in June 2022. The goal is to discourage borrowing and spending to drive the price of 
goods and services down. According to the Bank of Canada, interest rate changes typically show a 
delay of 12-18 months until the economy fully responds, and as such, Canadian construction costs 
may not see relief until 2024. In January 2023, the Bank of Canada increased its policy interest rate 
to 4.5%, the highest it’s been since 2007. The Bank of Canada intends to hold here while they asses 
the impacts of increases to date, as shown in their March interest rate update where they held the 
current rate. 

Sources: 
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Other programs that gives permanent residency to out-of-status migrant works in the construction 
industry are being developed to “promote[s] greater stability in the construction industry and 
ensures that skilled workers in Canada continue to address critical housing development needs.”

Currently, nearly 25% of the construction 
workforce is currently made up of immigrants 
and as a result of COVID-19 and tighter travel 
restrictions, the pool of available skilled workers 
is limited.

The Minister of Immigration, Refugees and 
Citizenship, released Canada’s 2023–2025 
Immigration Levels Plan which aims to 
actively address the need for skilled building 
tradespeople via the Federal Skilled Trades 
Program (Express Entry). The objective of the 
plan overall is to increase immigration and 
welcome 465,000 permanent residents in 2023, 
485,000 in 2024 and 500,000 in 2025.

https://www.canada.ca/en/immigration-refugees-citizenship/news/2023/01/canada-doubles-immigration-program-for-out-of-status-construction-workers-in-the-greater-toronto-area.html


1. Hot Housing Market

The pent-up demand for building construction after a temporary halt in 
early 2020 due to COVID-19 has played a major role in the construction  
cost increases we have been seeing since the start of the pandemic  
(+25% year-over-year increase in total value of building permits from August 
2021-August 2022). Historically, it’s been shown that construction cost trends 
follow the housing market, albeit there is a delayed reaction of 12 months  
or more.  

Following a very strong Canadian housing market from 2020 - 2022, the 
market has since slowed with many areas in Canada showing a decrease 
in residential values. The pronounced housing slowdown was instigated by 
the Bank of Canada’s interest hikes that began in March 2022 and that has 
continued into 2023. Should these decreases continue for a sufficient period, 
the amount of construction starts will drop, which will have corresponding 
effect of lowering costs. In the interim, however, the market will experience 
higher than average increases in construction costs.

As of August 2022, the total value of building permits increased 11.9% to 
$12.5 billion as compared to the month prior. The residential sector had 
attributed to just over two-thirds of this gain, with an increase of 12% to 
$8.4 billion, and the non-residential sector increased 11.8% to $4.0 billion, 
with Ontario causing much of the increase. Material and labour costs are 
responsible for approximately two-thirds of this increase.

2. Supply Chain Issues

Delivery times in Canada continue to be delayed as the trucking industry 
is facing a staffing shortage and consumer demand is becoming more 
difficult to manage. Increased fuel prices are causing companies to invest 
more money into the transportation of goods, causing the costs for building 
materials to rise as well. International supply chain delays are also impacting 
product availability and slowing down project timelines.

3. China’s Zero-COVID Policy

Notably, China is the world’s largest exporting country and second 
largest importer, hosting eight of the top twenty ports in the world. 
Shanghai handles approximately 40% of the country’s exports and is the 
world’s largest container shipping port. Due to China’s Zero-Covid policy 
implemented in early 2022, Shanghai’s port lost 45% of its trucking capacity 
in the spring of 2022. This resulted in 80% of shipping vessels to be delayed 
and has caused lasting supply chain disruptions. Prices for ocean freight 
have also significantly increased over the past 24 months, reaching ten to 
twenty times pre-pandemic levels in the spot market. China dropped its 
Zero-Covid policy due to internal pressure in early December 2022, but the 
return to pre-covid shipping capacity is likely to take several months.

ONGOING COVID-19 IMPLICATIONS

Sources: 
• https://www150.statcan.gc.ca/n1/daily-quotidien/221005/dq221005b-eng.htm
• https://www.macmillanscg.com/supply-chain-issues-canada/#four
• https://www.proximagroup.com/how-chinas-zero-covid-policy-is-affecting-

global-supply-chains/ 6

https://normac.ca/wp-content/uploads/2021/05/Canada-Construction-Cost-Forecast-Normac-Ebook.pdf
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STRONG US$

Another inflationary pressure is the weakness 
of the Canadian dollar as compared to US 
dollar. Since the US dollar is used as a reserve 
currency, many foreign investors are looking to 
it to safeguard their investments considering 
rising interest rates and this causes the US 
dollar to appreciate. While the Canadian dollar 
has performed well globally, the strength of 
US dollar is driving up the price of imports 
and impacting the cost of goods and services 
locally. In 2018, Canada imported US$365 billion 
worth of goods with machinery, electrical 
machinery, vehicles, mineral fuels, and 
plastics and the top export categories. In the 
last six months of 2022, the Canadian dollar 
depreciated +/-5% against the US dollar, 
which amplifies rising costs of imports. 

OIL AND NATURAL GAS PRICES

The global energy crisis is a major contributor 
to the double-digit construction costs 
percentage increases we are seeing. After a 
rebound in demand following the pandemic, 
the Russian invasion of Ukraine caused a severe 
drop in the supply and the cost of crude oil and 
natural gas. The cost of oil has a direct impact 
on transportation prices as well as input costs 
on petroleum-based products such as asphalt, 
and the natural gas market directly affects the 
cost of manufacturing steel.

An October 2022 decision by OPEC+ to cut 
alliance members’ oil production by 2 million 
barrels per day was based on the notion that 
demand was weak. However, with easing travel 
restrictions and an upward trend for travel, oil 
prices shot up. In October 2022, the price of gas 
in BC hit an all-time high of 220.2 cents per litre 
but have since dipped through to the end of 
the year. Until the supply of oil and natural gas 
rises to meet demand, which we anticipate will 
not happen until 2024, we will continue to see 
price volatility for refined petroleum, diesel, and 
natural gas.

Sources: 
• https://globalnews.ca/news/9177617/opec-meeting-

oil-prices-production/
• https://www.opec.org/opec_web/en/press_

room/7060.htm
• https://www.cnn.com/2022/12/04/energy/opec-

production-oil-prices/index.html

Source:
• https://www.export.gov/article?

series=a0pt-0000000PAtTAAW&type=Country_Co
mmercial__ka-v#:~:text=Canada%20and%20the%
20United%20 States%20trade%201.9%
20billion,2018%2C%20or%20 15%20percent%20of%
20total%20U.S.%20exports
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BRITISH COLUMBIA

The population of BC is exceptionally sensitive 
to increasing interest rates due to the high 
debt-to-income ratios, and the typically 
strong housing market is now experiencing a 
slowdown. As of September 2022, home resales 
were down 40%. The construction sector, 
however, in providing an excellent example 
of lagging behind the housing market, will 
continue to forge ahead. Building permits in 
the province are up 44.6% over 2021. As major 
construction projects such as the Site C dam, 
the Trans Mountain pipeline expansion, and 
the LNG Canada project end in the next two 
to three years, resources will be freed up, 
providing some relief for pent up industry 
demand.

Demand for lumber in North America is 
starting to decline according to TD Bank 
economists. As evidence to this, a Vancouver 
based forest products company announcement 
in December 2022 stated that they will be 
curtailing production by 150 million board 
feet, citing weak market conditions as the 
reason. On the other hand, in November 
2022, the provincial government announced 

a new approach to BC’s forestry agreements 
with First Nations. These Wildfire Salvage 
Opportunity Agreements (WSOAs) are 
intended to speed up the harvesting of fire 
damaged logs, enabling swifter production 
and resulting in higher volume of salvaged 
timber. This should have a positive impact 
on BC’s forest products in-province but 
also exports throughout Western Canada, 
benefitting reconstruction costs in AB, SK, 
and MB.

As a result of high household debt and 
decreasing demand for lumber, BC will see 
some economic downturn in 2023. But the 
effects will be temporary and moderate. 
Recent Bank of Canada hints that further 
interest rate hikes will be minimal, may 
renew the interest in home resales which 
would spark more construction, possibly 
as early as mid-year 2023.

We expect construction costs to trend 
downward through 2023, but still at 
higher- than-average increases of 5-12%.

Provincial Trends

Sources: 
• https://www.canfor.com/docs/default-source/news-2022/2022-12-05-canfor-temporarily-curtailing-canadian-

production-capacity-(final).pdf?sfvrsn=7bfe191_2 
• https://thoughtleadership.rbc.com/hot-provincial-momentum-to-lose-steam/
• https://www2.gov.bc.ca/assets/gov/data/statistics/economy/building-permits/building_permits_summary.pdf
• https://news.gov.bc.ca/releases/2022FOR0078-001723 
• https://economics.td.com/provincial-economic-forecast
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ALBERTA 

Though oil prices have fluctuated throughout 
2022, Alberta has benefited from increasing 
energy exports and a resulting strong 
economy. Thanks to this and an improved 
outlook in the agriculture sector, Alberta  
is expected to finally emerge from its  
2015 - 2016 recession. The pending completion 
of the Trans Mountain pipeline through BC 
will only boost the provinces export capacity. 
Unemployment rates have continued to fall 
in the province, and with migration into the 
province up more than 400% YOY, Alberta is 
the only province forecasted to weather rises 
in unemployment for 2023.

With more residents arriving to fill more 
jobs, the need for housing is on an upwards 
trajectory; in September 2022, housing starts 
in Alberta saw a 31% YOY increase while 
apartment units increased by 66.4%. Increased 
demand, along with supply chain issues 
and high costs for labour and materials are 

causing some major delays or suspensions for 
large projects, as was seen with the public-
private partnership approach to upgrading the 
Deerfoot Trail highway. The Government of 
Alberta claimed that the project was no longer 
economically viable due to “pricing volatility 
and historic high inflation in the construction 
industry.” Alternatively, this project will be 
completed in smaller stages to reduce costs 
for taxpayers, and we expect that some other 
major projects may follow suit.

As for construction costs, we expect higher 
than national average percentage increases 
seen in 2022 to continue through 2023, 
leading the country with some of the highest 
valuations as the construction sector mirrors 
the strengthening economy.

Sources: 
• https://www.renewcanada.net/alberta-cancels-p3-procurement-model-for-calgarys-deerfoot-trail/ 
• https://economicdashboard.alberta.ca/HousingStarts 
• https://thoughtleadership.rbc.com/hot-provincial-momentum-to-lose-steam/
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ONTARIO 

Like BC, Ontario’s hot housing marketing is exceptionally susceptible 
to interest rate hikes. Currently experiencing a significant slowdown to 
pre-pandemic levels during the latter part of 2022, it is expected that 
the real estate market will continue to cool through 2023. 

Between August-September 2022, building permit construction value 
declined by more than $2.5B. As of October 2022, the average home 
price in Ontario was down 8.5% YOY, with sales down a whopping 49% 
in Toronto, 41% in Ottawa, 44% in Hamilton, and 53% down in both 
Brampton and Mississauga. RBC Economists are forecasting only a 
slight 3% increase in market sales for 2023.

Based on this, what should be a market-driven decrease to construction 
costs is countered by high inflation, restricted supply chains, and in 
particular a severe lack of skilled labour. Efforts are underway to correct 
this lack of labour though government-funded programs of skilled 
trades training, however it will take years for the full effect of these 
programs to be felt. 

The mixed forecast for Ontario means that construction costs increases 
should remain around the same levels or slightly lower this year 
compared to the last.

Sources: 
• https://royal-bank-of-canada-2124.docs.contently.com/v/hot-provincial-

momentum-to-lose-steam1
• https://wowa.ca/ontario-housing-market
• https://www.jobbank.gc.ca/trend-analysis/job-market-reports/on/job-market-

snapshot
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SASKATCHEWAN & MANITOBA 

Following record temperature highs resulting 
in thriving agricultural production and elevated 
commodity prices, GDP is up 6.4% for SK 
and 3.7% for MB, the first and third highest 
performances in Canada. Saskatchewan 
has invested in massive potash production 
facilities, but the lack of interest in residential 
investments for the province and its neighbor 
resulted in some startling housing starts 
numbers. While the national average for 
housing starts in September 2022 increased  
by 19%, housing starts were down by nearly  
60% in SK and down 50% in MB, although  
both showed some evidence of recovery in  
the final quarter.  
 
Saskatchewan and Manitoba will continue to 
be the most affordable provinces for new home 
builds in Canada, with some of the lowest 
increases in construction costs.

MARITIME PROVINCES 

One consequence of COVID is the swelling 
population of the three Maritime provinces. 
Regarded by many Canadian residents as the 
perfect escape from the city, New Brunswick, 
Prince Edward Island, and Nova Scotia were 
among the top four regions for population 
growth. Nova Scotia’s construction market can 
see extremely strong growth, boosted by the 
persistent pace of the housing market and 
major public-sector investments. The same 
can be said for both New Brunswick and PEI in 
2023, tightening labour markets amidst some 
of the higher unemployment rates in Canada 
(10.9% in NS, 12.2% in PEI, and 15.9% in PEI) will 
put additional pressure on the sector which 
is experiencing peak growth. Nova Scotia’s 
building construction gains are very strong 
with residential building construction starts up 
50.7% in 2022. 

Construction cost gains for Nova Scotia in 2023 
will continue along the same trends as 2022, 
which is historically high for the province.

Sources: 
• https://dashboard.saskatchewan.ca/business-

economy/housing-construction/housing-starts
• https://ycharts.com/indicators/manitoba_housing_

starts

Sources: 
• https://novascotia.ca/finance/statistics/news.

asp?id=18421
• https://www.cbc.ca/news/canada/new-brunswick/

once-shrinking-maritimes-leads-canada-
growth-1.6300145

• https://www.buildforce.ca/system/files/forecast_
summary_reports/2022%20NS%20Constr%20
Maint%20Looking%20Forward.pdf?language=en
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How to Choose an Appraisal Firm

CONSIDER THIS: 

A condo board receives their annual appraisal report and believes that the valuation is too high. 
They seek a second opinion and obtain another appraisal. The second appraisal provides a lower 
valuation and the board opts to use this appraisal to secure replacement cost coverage as it will 
lower their annual insurance premiums. 

Following this, the building experiences a major flood causing damage to 80% of units. During 
the rebuild, it is determined that the building is underinsured by 20%. As a result, the condo 
does not have sufficient coverage to rebuild. The deficit falls to the owners to pay by special 
assessment.

Here is a real example of how insufficient insurance can impact homeowners.

Other possible risks exist in this scenario. One, the condo owners could choose to take legal 
action against the board for selecting the lower appraisal value when an alternative was 
available.  Two, the insurance company could apply a co-insurance penalty for underinsuring the 
property more than the allowable limit.  

Avoid gambling with your biggest asset: choose an insurance appraiser who specializes in 
replacement costs to eliminate opportunities for error and ensure your accurately insured in the 
case of a loss.
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At Normac, we offer comprehensive valuations inclusive of all costs to reconstruct in the case of a 
total loss. Our team specializes in insurance appraisals, this is the only type of valuation that we do. 
We would never confuse our costing approaches, nor would we negotiate our final calculation. We 
rely on research from local cost guides and developers, our own proprietary costing database, and 
our team conducts an independent review of each property to determine our replacement costs.

We stand behind our process because we believe that in the case of a total loss, you’ll have enough 
things to worry about and financial risk and liability should not be one of them. Our justifiable 
replacement costs will ensure you are sufficiently insured in the case of a total loss, effectively 
protecting your assets and delivering peace of mind.

When selecting an appraiser for replacement cost, consider these things:

1. What experience does the appraiser have?
2. Do they specialize in replacement costs for insurance purposes?
3. What costing sources are being used?
4. How frequently are they adjusting their costs to reflect the current state of Canadian

construction costs?
5. Are they accountable and do they stand behind their reports?
6. What do they include in their calculations?

https://normac.ca/do-not-be-underinsured/
https://normac.ca/4-things-to-watch-out-for-when-selecting-an-appraiser/


Hard Landscaping:
Pavement and walkways, curbs, retaining 
walls, handicap ramps, gazebos, fencing, 
lighting, gates, benches, outdoor pools and 
outdoor jacuzzis, etc.

Demolition and Site Preparation:
Excavation, removal, site preparation, and 
replacement of site services.

Our replacement cost reports consider the following:

Building Structure:
Foundation, exterior framing, exterior + interior finishes, roof structure, roof cover, 
balconies and decks, floor structure, etc.

Accurate Measurements:
Appropriate costs are applied to the various 
areas and frame types, such as unfinished 
stairwells, concrete under ground parking 
garages, balconies, and all finished areas. 

Updates to all Provincial Codes and 
Municipal Bylaws: 
All associated costs to bring the property to 
current code, including parking spaces,  
accessibility, fire protection, and more.

Residential Structures:
All standard finishes and fixtures as installed by the developer, including interior 
framing, floor, ceiling, and wall finishes, vaulted ceilings, baseboards, crown 
mouldings, fireplaces, lighting fixtures, countertops, cabinets, plumbing, heating, 
ventilation, cooling, electrical fixtures, etc.

Common Area:
All common area finishes, systems such 
as security or fire protection equipment, 
elevators, etc. 

Common Amenities:
Gym and exercise equipment, indoor pool, 
sauna, change room, common furniture, 
televisions, billiard tables, etc.

Current Constructions Costs:
Valuations are based on actual costs to 
build as provided by architects and 
developers, and determined by 
geographical location. Costs are routinely 
updated to reflect real-time fluctuations to 
the construction industry.

All Soft Costs:
Professional fees, labour costs, permits, 
insurance, taxes, etc.

Soft Landscaping:
Trees, lawns, shrubs, hedges, gardens, etc.  



Contact Us

When Normac was founded in 1998, our goal was to provide the highest quality insurance 
appraisals in the business. Over 25 years later, we have remained dedicated to our initial goal 
and have earned a reputation as the go-to company for replacement cost reports in Canada. 
In that time, we have completed over 80,000 reports and appraised more than $800B in 
replacement costs.

Insurance brokers, property managers, and owners trust us to provide exceptional customer 
service and the most reliable insurance appraisals in the industry. Our established history is 
based on the experience of accredited professionals, responsiveness to client needs, and ongoing 
education and growth. Our team of experts rely on local and regional cost guides and our own 
proprietary costing database to determine accurate replacement cost values and produce  
detailed reports.

Protect your assets with an insurance appraisal from Normac.

About Normac

ONTARIO
(416) 879-8258 
(613) 513-8258

NOVA SCOTIA
(902) 999-8258

Request a Quote Today
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TOLL-FREE
1.888.887.0002

WEBSITE
www.normac.ca

EMAIL 
info@normac.ca

MANITOBA
(431) 777-8258

BRITISH COLUMBIA 
(604) 221-8258 
(250) 575-6350

ALBERTA
(403) 241-2535 
(780) 935-8258

Request a complimentary, no obligation proposal today!

Disclaimer and Copyright: © Normac. This information is for general information purposes only. This does not 
constitute professional advice and we shall not be liable for any losses that may arise from relying upon this report. 
Construction costs vary significantly from province to province and based on property type. All should be assessed 
on an individual basis by a professional insurance appraiser to determine an accurate total insurable value.

https://normac.ca/request-a-quote/
http://www.normacusa.com
mailto:info%40normacusa.com?subject=
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