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Total reported sales at restau-
rants, catering companies and
taverns in B.C. have dropped

over the past year, reflecting a decline
in international tourism. Food and bev-
erage service sales totalled $448 million
in June, down $8 million (-2%) from
June 2001. After adjusting for seasonal
and irregular influences, the trend in
sales is currently declining at about
$750,000 per month (-2% per year).
Drinking place establishments are seeing
slower sales than full-service restau-
rants.

Passenger traffic at Vancouver International Airport is down 9% from a year ago
and weaker flows of long-haul travellers are cutting into tourism-related revenues.
Traffic from the U.S. is weaker than from other international sources. International
tourism- related revenues are affecting sales in Greater Vancouver’s urban core and
other areas of B.C. that usually see a lot of international visitors, such as Whistler
and Victoria. Business travel has weakened with the U.S.-led economic slowdown
that began in early 2001 and the 9/11 effect continues to dampen travel in and to
North America.

Short-haul and regional tourism has been less affected by 9/11, as indicated by a
5% gain over the past year in passenger vehicles on the Coquihalla Highway and a
3% rise in vehicle volume on B.C. Ferries. Moderate economic and labour market
growth in B.C. so far this year, mostly led by consumer spending, has had a posi-
tive impact on sales at restaurants, caterers and taverns.

Food and Beverage Service
Slows as International
Tourism Falters
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CUCBC Economics is forecasting a rebound in the lost tourism activity associated with
9/11 by the end of 2002. The U.S. economy is forecast to expand and accelerate over
the next 12 months. The outlook for tourism-related revenues in B.C., including food
and beverage services, is for a return to more normal growth over the next six months
and in 2003.

Canada’s leading economic indicator
points to further slowing

Slower economic growth in Canada is very
probably based on the latest signals from
the leading economic indicator. Some opti-
mism is justified because the decline in the
composite index is narrowly based on the
stock market and a temporary dip in hous-
ing. Nonetheless, slower economic growth
should be expected in Canada and has prob-
ably already materialized. With generally
weaker economic data emanating from the
U.S. economy in July and August, Canada’s
growth rate will also slow.

This is not good news for B.C.’s economy since export linkages with the rest of
Canada are substantial, amounting to almost $20 billion annually. Combined with a
slowing U.S. economy, B.C.’s export prospects are dimming and that feeds through to
other parts of the economy. Recent strong Canadian and B.C. job growth is bound to
weaken and follow these trends.

U.S. housing starts dip but remain high

Residential construction in the U.S. is pro-
ceeding at a slightly slower, but still strong,
pace. July housing starts dipped to 1.649
million units (seasonally adjusted at annual
rate) from an upwardly revised 1.695 mil-
lion units in June. While lower than May as
well, housing construction remains at a rela-
tively high level and prospects appear rea-
sonably bright, since mortgage rates are
lower in August. Housing permits, an indica-
tor of future construction, were also off
slightly in July, but by a lesser amount,
which augurs well for August housing starts.

The fairly robust level of housing starts is good news for B.C. lumber producers, who
are operating under heavy U.S. import duties, since it helps to sustain lumber prices.
Prices remain soft, however, because of the increased supply that was created before
the final imposition of those duties. It will take a few more months to see higher lum-
ber prices, but they will rise when Canadian supply diminishes. Some hope for a negoti-
ated settlement emerged on news reports that the U.S. and Canada would resume
negotiations within weeks.



Consumer confidence stabilizing? 

An important gauge of U.S. consumer
confidence slipped only slightly in the first
half of August, offering some hope that con-
sumers will continue spending and remain
the linchpin of this recovery. The University
of Michigan’s preliminary August report on
consumer sentiment slipped to 87.9 from
88.1 in July. Stabilizing confidence is impor-
tant to the outlook for consumer spending
and will help the U.S. economy avoid a dou-
ble-dip recession.

The drop in sentiment this summer was spurred on by the stock market sell-off over
worries about corporate accounting and a slowing economic recovery. The preliminary
August figure is the first sign that consumer confidence might be stabilizing. Further
data will be needed to ascertain whether this is a new trend, since the preliminary
report could change when the final August data is released later this month.
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