RTOC)

Reglonol Tourlsm

Analyzing Economic and Market
Indicators Relevant for South Eastern
Ontario’s Tourism Economy

An analysis of the latest economic and market data

Twenty31 Consulting Inc.

March 2023

twenty-31




The findings reported herein are provided on a confidential basis to Regional
Tourism Organization 9 (RTO 9). RTO 9 is free to use the findings in whatever
manner it chooses, including releasing them to their travel and tourism industry
stakeholders and partners and/or media.

The information and data found in this report are current as of the date of
submission to RTO 9 and subject to change given market forces and external

variables.

March 2023

The Tourism Economy in South Eastern Ontario | March 2023



mailto:oliverm@twenty31.org
mailto:guyhm@twenty31.org
http://www.twenty31.org/

INTRODUCTION

{31

This report offers a comprehensive overview of the tourism
economic landscape in Canada and South Eastern Ontario in 2022,
with a focus on key indicators such as GDP, retail sales, consumer
spending, tourism unemployment, total number of active tourism
businesses, and accommodation occupancy rates.

This report analyzes the economic trends in the region, highlighting
the impact of COVID-19 on the local economy and the recovery
efforts in various sub-sectors. Additionally, it provides a comparison
of the region's performance with the national averages.

The data used in the report is primarily sourced from Statistics
Canada, including the Labour Force Survey, Retail Trade Survey, and
Tourism Employment Tracker. Other data sources include industry
reports, market research, and surveys conducted by local economic
development agencies and chambers of commerce.

The report covers the economic performance of the South Eastern
Ontario region in 2022, with a specific focus on the tourism industry
in the region. Historical data from previous years is also included for
comparison and context.

This report is meant to provide an historical assessment of the
tourism economy in South Eastern Ontario, to provide context on
the potential forward 2023 outlook.



CONTENTS

Key Takeaways 5
Key Indicators (Canada, Ontario and/or South Eastern Ontario Data)

GIOSS AOMEBSTIC PIOTUGCT. .. vttt ettt ettt et sttt et et s 2t s ettt e 4 es s es s e see4e e s es s esesee4e e 28 es b es s s eaees s es ek s eae a4 se s es et e ee o442 es et e aeehe o2 e ses s es s eae o4 es a8t eaeeseesses s st et seesbes st ereeseennee s 6-7
RETAIT SIS ...ttt et h e ettt te ek ea bbb s etk es s R eR sS4 eh et eE SRR s eh e ees £t eEe LAt ehe LR eEeheeR s ek LR s ek e Aes s eE e R eE £t ek R eh e She oAt ek LRt h e es et e et eh e ettt eb e et en et e 8
CONSUMIET SPENTING ..ottt ettt ettt et sttt et e ettt ettt eseete e st es et a2 e4eses s es s es e se et se s es s es 2 asese e 4eses ekt ese o4 e2e s es s e aeeeeee s en s es et o844 e et es s e ae o4 ee s es ek e se o4 o4 s eR s es s ee e b e es s ae R e es et b ete et e bes bt ereeneenns 9
TOUTISIN UNEMPIOYIMENT .ttt cee ettt ettt e te sttt et te e 2e s s et ese st ses s eaee2 s es s es e s o4 o4 se s et s e se e s st e st e es s esee4e e s es s esese o4 e2 s es s es 4t e se a4 e s es s e s o4 e e s es et s s ehe et ses et s s eh ebeses et bt ere et sesen et enesnnin 10-11
TOUFISIT DUSINESSES. ...ttt ettt et e e es ettt es st es e 4 e s es s ehe e es s ehe o8 e 24 es et 24 es s e b a8 e Sh e s ee £t eheseE e £heses £t ehe s eE £t eh s es £t eh e s es £t ebe A eh £t ee s eh £t eh s eh £t e b s eh et eh b eh £t eh R eh et et sttt ettt 12-13
(O Lolol U] oF=1 g o1 AN = (<SOSR 14

t b 3 1 The Tourism Economy in South Eastern Ontario | March 2023



KEY TAKEAWAYS

* The consumer, business and market impacts of COVID-19 are expected to continue impacting the Canadian economy in 2023, creating challenges and
uncertainty for various industries, including tourism.

* Despite ongoing economic challenges, especially related to historically higher inflation levels, Canadian GDP growth is expected to remain positive in 2023,
with a projected growth rate of 0.8%.

e Tourism GDP in Q1 2022 declined by 1.6% compared to the previous quarter. Out of all tourism sub-sectors, the accommodation sub-sector rebounded the
best, recording a 33% increase in Q3 2022 vs. the same period in 2021.

* Canadian retail sales increased by 0.5% to $62.1 billion in December 2022, led by higher sales at motor vehicle and parts dealers and general merchandise
stores.

* |n 2022, Canadian unemployment rates improved, with the tourism industry making a strong recovery. The recreation and entertainment sub-sector was the
strongest tourism employment sector in 2022.

* The number of active tourism businesses operating in 2022 continued to grow from 2021 numbers, almost reaching pre-pandemic levels.

* South Eastern Ontario accommodation occupancy rates continued to recover whilst the average daily rate hit a 10-year peak at $141 a night, a 32% increase
from 2012 prices.

* Despite these positive developments, inflation remains at historically high levels, which will impact consumer confidence and GDP growth in 2023. Thereis a
very real scenario where Canadian and Ontario travel consumers will defer expensive trips, and modify 2023 travel plans and engage in shorter trips, less

expensive trips, and/or trips closer to home.
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GDP

TOTAL ECONOMIC ACTIVITY — CANADA

COVID-19 challenges and uncertainty persist in 2023, highlighting the need for prioritizing support for affected industries like
tourism, despite projected GDP growth.

Indicator Measurement Data Source Link What does it measure?
Gross Domestic Product (GDP) Annual Average (S) Statistics Canada, https://doi.org/10.25318/3610043401- Provides an economic snapshot, used to
Table 36-10-0434-03 eng estimate the size of an economy and

growth rate. Typically used as a proxy to
measure economy health.

GDP at basic prices, annual average, 2018-2022 Key Insight
2,100,000 COVID-19 is expected to continue impacting
the Canadian economy in the coming years,
2,054,141 cregtlng. cgallelj\ges. anlddu'ncertalr.]ty for
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G growth is expected to remain positive in
2023, with a projected growth rate of 0.8%
1,850,000
1,800,000
2018 2019 2020 2021 2022

Sources: Statistics Canada;

(https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610043403&pickMembers%5B0%5D=2.1&pickMembers%5B1%5D=3.1&cubeTimeFrame.st . . .
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https://economics.td.com/ca-long-term-forecast
https://economics.td.com/ca-long-term-forecast

TOURISM ECONOMIC ACTIVITY — CANADA

Tourism GDP in Canada grew consistently throughout 2022, but remained lower than pre-pandemic levels —recovery of the
tourism economy in Canada is on-going and likely to return to 2019 levels by mid to end 2024.

Indicator Measurement Data Source Link What does it measure?
Gross Domestic Product (GDP) Monthly ($) Statistics Canada, https://doi.org/10.25318/3610023401- Provides an economic snapshot, used to
Table 36-10-0434-01 eng estimate the size of the tourism-related

economy and growth rate.

Key Insight
. @ GDP 2019 @GDP ®GDP 1 @GDP
Tourism GDP, monthly, January through December, 2019 to 2022 GOP 2019 SEDP 2020 EbP 2021 @CDR 2022
100K Tourism GDP in Q1 2022 declined by 1.6%
compared to the previous quarter. The
accommodation sub-sector rebounded in Q3
2022 with a 33% increase compared to Q3
w0 2021.
= In 2022, tourism-related industries’ total GDP
= was 20.6% lower than pre-pandemic levels
3 recorded in February 2020.
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Source: Tourism HR Canada; (https://tourismhr.ca/labour-market-information/tourism-employment-tracker-insights-into-covid-19s-impact/#GDP)
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RETAIL SALES - CANADA

Canadian retail sales increased by 0.5% to $62.1 billion in December 2022, led by higher sales at motor vehicle and parts

dealers and general merchandise stores. Core retail sales increased by 0.4% and retail sales increased by 8.2% in 2022.

Indicator Measurement Data Source

Retail Sales Monthly ($) Statistics Canada,
Table 20-10-0008-01

Retail Sales, current dollars, December 2017 to December 2022
(in billions of dollars, Canada)

https://doi.org/10.25318/2010000801-

What does it measure?

Indicator of the pulse of the economy
and its projected path toward expansion
or contraction.

Key Insight

Retail sales increased 0.5% to $62.1 billion in
December 2022. Sales increased in 7 of 11

65 sub-sectors, representing 75.1% of retail
trade.

60 ) . ) . -
While the increasing retail sales indicates
positive consumer sentiment about the

55 overall Canadian economy, increasing
inflation has tempered sentiment and will

50 likely result in travel consumers modifying
travel plans in 2023.

45
Navy blue = Current 2022 dollars
Light blue = Overall trend line, Current 2021

40 dollars
Red =2012 dollars

35 Grey = Overall trend line, 2012 dollars
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Source: Statistics Canada: (https://www150.statcan.gc.ca/n1/daily-quotidien/230221/dg230221b-eng.htm?indid=3660-1&indgeo=0)
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CONSUMER SPENDING — CANADA

Canadian consumers were optimistic about the economy in 2022, with expected income growth and lower unemployment
rates, although concerns about inflation persisted.

Indicator Measurement Data Source Link What does it measure?
Consumer Spending Expectations Growth next 12 months (%) Bank of Canada, Canadian Survey of https://www.bankofcanada.ca/2023/01/c Degree of optimism about the state of
Consumer Expectations anadian-survey-of-consumer- the economy, measured through
expectations-fourth-quarter-of-2022/ consumer spending activities.
Quarterly Consumer Spending, 2019 to 2022 Key Insight
% growth, Canada
( °8 ! ) Most consumers were expecting their
incomes to increase in 2022, which could
5.5% - have been a driver of higher consumer
spending.
5.0% -
However, consumers were expecting inflation
45% - to continue to increase and therefore were
. not expecting major increases in their
0% Spending Growth spending growth.
359 Consumer spending leveled off in Q2 2022 —a
' trend likely to continue (and potentially
3.0% - decline) in 2023 as inflation continues to bite
o into household budgets.
Income Growth
2.5% -
2.0% -
1.5%
Ql ‘ Q2 ‘ Q3 ‘ Q4 ‘ Q1 ‘ Q2 ‘ Q3 ‘ Q4 ‘ Q1 ‘ Q2 ‘ Q3 ‘ Q4 ‘ Q1 ‘ Q2 ‘ Q3 ‘ Q4 ‘
2019 ‘ 2020 ‘ 2021 ‘ 2022 ‘

Source: Bank of Canada: (https://www.bankofcanada.ca/publications/canadian-survey-of-consumer-expectations/canadian-survey-of-consumer-
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Q: Over the next 12 months, by about what percent do you expect your total household income to [increase/decrease]?
Q: Over the next 12 months, By about what percent do you expect your total household spending to [increase/decrease]?



TOURISM UNEMPLOYMENT — CANADA

In 2022, Canadian unemployment rates improved, with the tourism industry making a strong recovery. The recreation and
entertainment sub-sector was the strongest tourism employment sector in 2022.

Indicator Measurement Data Source Link What does it measure?
Tourism Unemployment Monthly (%) Statistics Canada, Canadian Labour Force https://doi.org/10.25318/1410037501- Illustrates how quickly tourism’s
Survey eng employment landscape is changing.
Tourism Unemployment Rate, 2022 2019 2020 2021 emm——2022 Key Insight
% monthly, Canada
(% v ) In 2022 the national tourism unemployment
35% rate was 5.3%, a 2.2% decrease from 2021
(7.5%).
30% From February 2022 onwards, the tourism
unemployment rate in Canada was lower than
2019 levels.
25%

The recreation and entertainment sub-sector
was the only sector in 2022 to consistently hit

20%
or surpass 2019 employment levels.

15%

10%

5% e —— e,
0%
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Source: Tourism HR Canada: (https://tourismhr.ca/labour-market-information/tourism-employment-tracker-insights-into-covid-19s-impact/)
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Total Unemployment

TOURISM UNEMPLOYMENT — ONTARIO
Ontario saw its lowest tourism unemployment rates in 2022, with unemployment consistently under the 2019

unemployment rates.

Indicator

Tourism Unemployment

Tourism Unemployment Rate, 2019 to 2022
(% monthly, Ontario)

Measurement Data Source Link What does it measure?
Monthly (%) Statistics Canada, Canadian Labour Force https://www150.statcan.gc.ca/n1/daily- Illustrates how quickly tourism’s
Survey quotidien/230310/dg230310a-eng.htm employment landscape is changing.
2019 2020 2021 o—(22 Key Insight

In July 2022, Ontario had a tourism
unemployment rate of 3.1%, the lowest it has

30% - been in over three years.
Employment rose for women in the six
25% - months to February 2022.
While these numbers are positive and
20% indicate a high degree of positive business
sentiment, they also mask a perceived and
real labour shortage in tourism.
15%
10%
5% -
e v
O% T T T T T T 1
January  February March April May June July August  September October November December
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Source: Tourism HR Canada: (https://tourismhr.ca/labour-market-information/tourism-employment-tracker-insights-into-covid-19s-impact/)
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TOURISM BUSINESSES — ONTARIO

The number of active tourism businesses in Ontario in 2022 grew from 2021, and coming to within 1.2% of February 2019
peak levels.

Indicator Measurement Data Source Link What does it measure?
Active Tourism Related Businesses Monthly (#) Statistics Canada, https://www150.statcan.gc.ca/t1/thl1l/en Estimates the number of active
Table 33-10-0270-01 /cv.action?pid=3310027001 businesses in a given month.
Active Tourism Related Businesses, January 2019-July 2022 Key Insight

(# of businesses, Ontario)

@ Tourism @Accommodations ® Food and Beverage ®Recreation and Entertainment @ Transportation @ Travel Services

The number of active tourism businesses in
Ontario operating in 2022 continued to grow
100K ' from 2021 numbers, almost reaching pre-

\/ pandemic levels.

In May 2020, there were 20,182 active
tourism businesses in Ontario. As of
November 2022, there were 26,771 active
tourism businesses, an increase of 33% from

May 2020.
10K \/_ This indicates a recovering tourism industry in
Ontario, and a high degree in business
NS ———— confidence.

Number of Active Tourism Businesses in Ontario

N

1K
Jan 2015 Jul 2019 Jan 2020 Jul 2020 Jan 2021 Jul 2021 Jan 2022 Jul 2022

Source: Tourism HR Canada: (https://tourismhr.ca/labour-market-information/tourism-employment-tracker-insights-into-covid-19s-impact/)
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TOURISM BUSINESSES — SE ONTARIO

The tourism industry in South Eastern Ontario is mainly comprised of food and beverage businesses. In 2021, total tourism-
related businesses operating in the SE Ontario region decreased to 2,314 from 2,489 in 2020.

Indicator Measurement Data Source Link What does it measure?
Tourism Related Businesses Share by sector (%) Statistics Canada, Canadian Business https://www.ontario.ca/page/tourism- Used to compare the number of active
Patterns research-statistics tourism businesses in Ontario and by
region.
Tourism Related Businesses, 2021 m Ontario SE Ontario Key Insight

(% share by sub-sector, Ontario vs. South Eastern Ontario) . .
Due to changes in demand for tourism

h activities and restrictions brought about by
Travel Services A the COVID-19 pandemic, some businesses
3% were forced to close temporarily or
] permanently.
Transportation 26% Excluding retail and other services, 2,314
13% tourism businesses were operating in SE
] Ontario in 2021, a 7% decline from the year
438 before. The highest share of businesses
Food and Beverage ° operated in the food and beverage sub-sector
47% (47%), followed by arts, entertainment and
. recreation (20%).
) . _ 20% o . ) . )
Arts, Entertainment and Recreation Over 80% of tourism businesses in the region
20% had less than 20 employees.
Accommodation i 7%
17%
| | |
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Source: Statistics Canada and Ontario Government: (https://www.ontario.ca/document/tourism-regions/region-9-South Eastern-Ontario)
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OCCUPANCY RATE — SE ONTARIO

South Eastern Ontario accommodation occupancy rates continued to recover whilst the average daily rate hit a 10-year peak
at $141 a night, a 32% increase from 2012 prices.

Indicator Measurement Data Source Link What does it measure?
Accommodations Occupancy (%); Revenue per available CBRE Hotels” Trends in the Hotel Industry http://www.mtc- Measures of hotel performance
room (S); Average daily rate (S) National Market/Operations Report currentperformance.com/Hotel.aspx
Historical Performance of South Eastern Ontario Hotel Market, 2010-2022 = /DR RevPAR Occupancy Key Insight

(% occupancy rate; $ revenue per available room; $ average daily rate) Average daly rate and revenue per available

$200 - ~ 100% room surpassed 2019 levels, while occupancy
rates continued to recover, falling 5.1% short
175 | - 90% of 2019 levels.
- 80% With high inflation rates and an impending
$150 - recession, many traveller segments’ plans will
58.4% 62.7% 61.6% - 70% likely change with reduced length of stay and
o 57.5% 58.3% 59.6% . .
$125 _ 57.0% 570 — - 59 . travellers looking for cheaper accommodation
53.5% — - 60% options.
$100 - 2% - 50%
6%
375 1 - 40%
- 30%
S50 A
- 20%
S25 - 10%
SO 0%
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: Ministry of Tourism, Culture and Sport: (http://www.mtc-currentperformance.com/Hotel.aspx)
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