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Preface

This report provides an in-depth analysis of the housing
market at the national, provincial, and metropolitan levels.
Covering a wide range of housing market statistics, such
as interest rates, housing starts, mortgage approvals, and
home prices, this report connects the economy with hous-
ing market activity. It also provides insights into the
financial situation of consumers.

Eight census metropolitan areas are covered:
Québec City, Montréal, Toronto, Ottawa—Gatineau,
Calgary, Edmonton, Vancouver, and Victoria.

Provincial coverage includes the Atlantic provinces,
Quebec, Ontario, the Prairies, Alberta, and British
Columbia.

This report is completed two times a year, in the spring
and fall.
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Executive Summary

National Overview

Canada is in recession, with real
gross domestic product forecast to
shrink by 1.7 per cent in 2009, a
big downward revision from the
last Metropolitan Housing Outlook.
This forecast assumes that U.S.
economic growth will resume in the
latter half of 2009 and strengthen in
2010. Nonetheless, even a subpar
performance in the United States
will help lift Canadian real GDP
growth to 2.5 per cent in 2010.

In the first quarter of 2009, cen-
tral banks and federal governments
worldwide continued attempts to
resolve the financial market crisis
and mitigate its broader economic
impact. The Bank of Canada has
lowered interest rates by 425 basis
points since December 2007, slicing
the bank rate to 0.50 per cent and
the overnight rate down to 0.25 per
cent. The Bank has said it will keep
rates at these levels until mid-2010,
after which it is likely to elevate this
rate to dampen potential inflation.
Now, with no latitude to further
reduce rates, the Bank may use
guantitative easing—that is, essen-
tially creating money by purchasing
securities from banks—to free up
some of the liquidity it has already
generated.

The recession is forecast to cut
employment by 2 per cent in 2009.
This drop, combined with slowing
wage growth and shrinking work
weeks, will curtail income hikes and
depress housing demand. Moreover,
although consumer confidence
seems to have troughed, people
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remain wary about their finances
and their jobs. As a result, housing
starts are forecast to plunge more
than 30 per cent to 145,000 units
from over 211,000 units in 2008.
Most of the decline is expected on
the multiple-unit side.

The 2002-2007 housing boom
prompted average yearly price
increases of 6.2 per cent among
new homes and of 10.1 per cent
among resale dwellings. But new
home price growth slowed to 3.4 per
cent last year, while resale prices
actually fell 1.6 per cent. New home
prices are expected to drop 3.8 per
cent this year and 3.4 per cent in
2010; average resale prices are pre-
dicted to decline 7 per cent in 2009
and 2.7 per cent in 2010.

Lower mortgage rates, weaker
house prices, and federal budget
measures will re-energize the
Canadian housing market in 2010.
Federal income tax cuts, temporary
tax credits for home renovation, a
permanent First-Time Home Buyers’
Tax Credit, and increased money
for first-time home buyers through
the existing Home Buyers’ Plan are
key contributors to our forecast of a
14.9 per cent housing starts rise next
year and further medium-term hikes.

Provincial Overview

Housing markets are weakening
across the board. Starts fell every-
where but Ontario and the Prairie
provinces of Manitoba and
Saskatchewan last year and are
expected to be down in Ontario as
well in 2009. Price growth among

both new and resale homes was at
best weak or, more frequently, lower
in 2008 than in 2007 for all areas
except Atlantic Canada. Expect
continued weakness in 2009, with
prices for both housing types down
in all regions.

British Columbia’s real GDP is
expected to fall by 1.8 per cent in
2009, following last year’s modest
0.9 per cent advance. Softness in
the key forestry industry will prompt
another large contraction this year,
following a debilitating 18.2 per
cent decline in 2008. The forestry-
related manufacturing industry will
also suffer. Fortunately, better com-
modity prices and the Olympic
Games will prompt a 3.3 per cent
real GDP increase in 2010. Slowing
economic growth is forecast to trim
employment 2.6 per cent in 2009,
but modest job hikes are expected in
2010. Housing starts are softer, too,
with only 19,500 units expected in
2009, compared with 34,300 units
in 2008. As well, prices for both
new and existing homes are fore-
cast to tumble in high single-digit
percentage terms this year.

Alberta’s economy is being hurt
by low oil prices, high construction
costs, and lacklustre consumer
demand. Output in the manufacturing,
mining, and construction sectors
will keep sliding, cutting Alberta’s
real GDP by 2.4 per cent this year.
But real GDP is forecast to advance
2.9 per cent in 2010, as oil prices
rise, and average 4.9 per cent in
2011-2013. Employment is forecast
to fall 1.2 per cent this year and rise
only fractionally in 2010. In this



weak 2009 environment, starts are
expected to drop 38.7 per cent, new
home prices 7.2 per cent, and exist-
ing home prices 6.4 per cent.

Prospects are better in the
Prairie provinces of Manitoba and
Saskatchewan. Diverse manufactur-
ing industries, heavy infrastructure
spending, and varied primary indus-
tries boosted economic expansion last
year from 2007’s reading. Although
real GDP growth will slow to 0.6 per
cent overall in Manitoba and
Saskatchewan this year, it will be
a rare positive reading among the
provinces, given the encircling
gloom. Employment is expected to
level off, but not drop, this year.
Housing markets are poised for
a correction, though, with starts
expected to dip 32.0 per cent and
prices for both new and resale units
forecast to drop by about 5 per cent
this year.

Ontario faces a trade-dominated
slowdown. American households’
belt-tightening is restricting demand
for Canadian exports, especially
autos and auto parts. Tighter credit
standards and weak consumer confi-
dence are further economic negatives.
Real GDP is forecast to contract by
2.4 per cent in 2009 before rebound-
ing by 2.5 per cent in 2010 as the
U.S. economy revives. Employment
is expected to drop 2.8 per cent in
2009, before levelling off in 2010.
Suffering provincial housing mar-
kets are forecast to see starts fall
nearly a third in 2009, while average
new and existing housing prices dip.

Quebec’s economy has also
endured trade-related weakness.
Shrinking U.S. consumption is
confronting the province’s export-
oriented manufacturing sector, while
a weak global economy is impairing

its aerospace industry. Quebec’s
real GDP is forecast to contract by
0.9 per cent in 2009, but rise 1.8 per
cent next year. Employment will
fall 1.7 per cent this year, but stabi-
lize in 2010. Starts are forecast to
drop 21.2 per cent this year and a
further 7.9 per cent in 2010. Prices
in both the new and resale home
markets will also fall over the next
two years, the first such decline for
either market since at least the mid-
1990s.

To varying degrees, all four
Atlantic provinces are feeling the
global recession’s impact. Moreover,
Newfoundland and Labrador’s
economy has been damaged by
lower oil prices and falling oil pro-
duction at some mature sites. But
New Brunswick will receive a lift
from $100 million in provincial tax
cuts and $1.2 billion in infrastructure
spending over the next two years.
Still, real GDP in Atlantic Canada
overall is forecast to fall 1.0 per
cent this year, before rebounding to
1.6 per cent growth in 2010. This
will shave job counts 0.7 per cent
this year and 0.2 per cent in 2010.
Housing starts are predicted to drop
18.8 per cent in 2009 and 16.1 per
cent next year. And we expect both
new and resale home prices to
decline in each of the next two
years as well.

Municipal Overview

Economic growth is expected to
slow this year in all eight cities
covered by this report, with outright
GDP drops expected in most. Ottawa
and Québec City will barely escape
economic contractions, with growth
under 1.0 per cent in both areas.
Toronto’s expected 1.6 per cent
GDP decline will be the worst in
2009. Next year will see growth

return to all eight cities. While
Vancouver, boosted by the Olympics
and a recovering provincial economy,
will see the fastest 2010 growth, at
3.5 per cent, all cities are expected to
enjoy at least 2.4 per cent expansion.

Housing starts are expected to
be sharply lower this year than in
2008. Declines range from 16.6 per
cent in Montréal to 50.8 per cent in
Victoria. For all cities but Toronto,
Ottawa, and Québec City, 2009 will
represent the second straight year of
erosion in housing starts. Construction
volumes will pick up in 2010 every-
where except Montréal, which will
see a 6.4 per cent drop, and Québec
City, where starts will fall by a further
5.6 per cent. Toronto’s 20.5 per cent
rebound in 2010 is our biggest fore-
cast gain. Even with the expected
bounce-back, starts will remain
modest by recent standards.

For a second straight year, sales
of existing homes are expected to
drop in all eight of this report’s
cities. Calgary will see the largest
sales decline, although its 24.8 per
cent drop in 2009 will trail last
year’s 28.1 per cent fall. Relatively
modest single-digit declines are
predicted in Victoria, Ottawa, and
Québec City. Volume growth will
resume in all markets but Ottawa,
Montréal, and Québec City next
year; by 2011 all cities will be
enjoying advances.

Buyers” markets are expected to
prevail in all eight cities this year,
as this year’s sales-to-new-listings
ratios top out at 46 per cent in
Québec City. Vancouver will expe-
rience the weakest market conditions,
with a ratio of 35 per cent. For all
markets but Ottawa, Montréal, and
Québec City, 2009 will be the sec-
ond straight year of buyers’ market
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conditions. Next year will see
movement toward balance in all
markets, although none will fully
achieve that state.

Resale prices are forecast to fall
this year in all cities except Québec
City, where a 1.9 per cent rise is
forecast. This report’s largest
2009 price drop is expected to be
Vancouver’s 10.2 per cent decline.
Another year of price declines
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awaits in 2010, although only
Montréal and Québec City will
see this erosion accelerate. All
markets except Québec City and
Vancouver are projected to enjoy
price appreciation in 2011.

Affordability, measured by the
ratio of monthly mortgage pay-
ments to household income, will
improve in all markets this year as
interest rates remain moderate and

housing prices ease. Vancouver,
with a 2009 projection of 32.8 per
cent of average household income,
retains this report’s poorest afford-
ability, although this is an improve-
ment from the 42 per cent reading
last year. Québec City will continue
to enjoy this report’s best afford-
ability in 2009, with a relatively
modest average of 15.7 per cent of
household income consumed by
principle and interest payments.
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Economic Outlook

The full brunt of a decline in U.S.
household spending is now coming
to bear on the global economy. Recent
indicators suggest that 2009 may
see the first contraction in global
trade in over 60 years, resulting in
a multiplier effect that has even the
strongest economies on their knees.
Even with a relatively healthy bank-
ing sector and strong fiscal position,
at least until last year, Canada’s econ-
omy is also in recession. According
to Statistics Canada, gross domestic
product contracted at an annual rate
of 3.4 per cent in the fourth quarter of
2008, the most significant quarterly
decline since the 1990-91 recession.
Moreover, the first half of 2009 is
shaping up to be dismal. Demand for
exports, consumer goods, housing,
and private investment is expected
to decline. The only exception is
in loose public purse strings that
come, of course, at a cost of sizable
near-term deficits.

Chart 1—Housing Starts
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Canada is in the midst of recession. A decline in commodity prices
and in exports coupled with soft domestic demand will lead to a 1.7 per
cent drop in real GDP in 2009. The reality of job losses and weak
employment prospects led consumers to cut back sharply on spending
late in 2008 and early this year. This will have serious implications for
Canada’s already weakening housing market. Both the new and resale
markets are set to decline in 2009, with housing starts forecast to fall
by a significant 31.4 per cent. Prices in both markets will also drop,
and although it will be the second year in a row for falling resale prices,
it will be the first time that new home prices have fallen since 1996.

Accordingly, the forecast for
GDP growth in Canada has been
significantly downgraded from the
last Metropolitan Housing Outlook.
Real GDP growth is now expected
to contract by 1.7 per cent in 2009.
This forecast assumes that the U.S.
economy will crawl back into growth
over the latter half of 2009, picking
up steam in 2010. Nonetheless, even
a subpar performance in the United
States will help stabilize our own
economy, helping to push real GDP
growth up by 2.5 per cent in 2010.

Financial Markets
Outlook

In the first quarter of 2009, cen-
tral banks and federal governments
worldwide continued their efforts to
ensure an orderly resolution to the
financial market crisis and mitigate
the impact of financial market tur-
moil on the broader economy. The
Bank of Canada has lowered its

interest rates by 425 basis points
since December 2007—including
125 basis points worth of cuts in
2009—-bringing the bank rate down
to 0.50 per cent and the overnight
rate down to 0.25 per cent. The
exceptionally low interest rates
resulting from these rate reductions
has opened the question as to how
central banks around the world might
add additional monetary stimulus to
the economy when interest rates are
already so low. At this point, most of
these central banks have indicated
that they are engaging in or are
preparing to engage in quantitative
easing (expanding the money supply
by purchasing securities from banks)
and credit easing (buying private
sector assets in targeted impaired
credit markets).

With no latitude to reduce the
bank rate further, the Bank of Canada
confirmed in its April Monetary
Policy Report that it is considering

Chart 2—House Price Growth (% change)
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quantitative easing and credit easing
to free up some of the liquidity it
has already pumped into the system.
The Bank also reiterated that it will
keep its key rate at its current level
until mid-2010. But it is then expected
to begin unwinding some of its
stimulus as it seeks to get ahead

of the inflation curve. It may even
have to briefly elevate the bank rate
above the neutral 5 per cent level
beginning in 2011 to ensure that
undesirably high inflation does not
gain a foothold.

Prices of imported goods were
bolstered by a sharp depreciation in
the loonie late last year. Despite this,
weak energy and gasoline prices
together with easing homeownership
costs have been contributing to an
overall muted inflation outlook for
Canada. The Consumer Price Index
(CPI) is expected to average only
0.5 per cent this year—weakness
not seen since 1994 following the
very tight monetary conditions and
recession that occurred in the early
1990s. For now, the weakness in
household spending will keep price
increases from reaching consumers.
However, as aggregate demand starts
to recover, Canada’s weaker currency
will put upward pressure on the price
of autos, electronic equipment, and
other imported goods. Consumer
price inflation is expected to rise
to 2.6 per cent in 2010, pushing
toward the upper band of the Bank
of Canada’s target zone.

After falling by 14.1 per cent
between the third and fourth quar-
ters of 2008, the Canadian dollar is
expected to stabilize in 2009. Signs
of this have been evident in the rel-
ative stability of the loonie during
the first quarter of this year in spite
of a narrowing of the Canada-U.S.

The Conference Board of Canada

interest rate spread, heightened
expectations that the Bank of Canada
might provide additional monetary
stimulus to the economy through
quantitative or credit easing, and
relatively modest advances in oil
prices. On balance, the Canadian
dollar is expected to remain stable
near its current level through much
of the year. Consequently, the loonie
will see its first annual decline since
2002. That decline is anticipated

to be short-lived, as the loonie is
expected to make modest, but steady,
gains throughout the rest of the
forecast horizon.

Housing Outlook

For most of the first half of this
decade, Canada’s housing market
was on a roll. Housing starts rose
by an average of 9.6 per cent per
year from 2000 to 2004. Starts then
took a breather in 2005, falling by
3.4 per cent, before rising by a
modest 0.6 per cent over the next
two years. Housing starts were on
a tear at the beginning of last year,
but this strength quickly dissipated
as general economic conditions
deteriorated. Overall, starts dropped
7.6 per cent last year, marking a
definite end to the housing boom.

So far in 2009, the economy
remains mired in recession. Employ-
ment is forecast to contract by 2 per
cent in 2009. This drop, combined
with slowing growth in average
weekly wages and decreasing numbers
of hours worked, will result in slower
real disposable income growth this
year as well. As a result, consumers
are expected to be less inclined to
acquire new homes. In addition,
although consumer confidence seems
to have reached bottom and shows
signs of stabilizing, people are still

feeling wary about their financial
situation and the labour market. The
net result is that housing starts are
forecast to plunge even more drasti-
cally this year, by more than 30 per
cent, down to 145,000 units, com-
pared with more than 211,000 units in
2008. Most of the decline is expected
to come from the multiple-dwellings
sector, where a drop of 42 per cent
is in the cards. However, much of
the drop has already taken place,
during the first quarter of this year.

Between 2002 and 2007, the
housing boom also led to strong home
price growth. New home prices
increased by an annual average of
6.2 per cent during this time, while
existing home prices increased an
average of 10.1 per cent per year.
Despite falling demand, price growth
in the new home market continued
last year as well, albeit at a more
moderate 3.4 per cent. However, new
home prices are expected to fall by
3.8 per cent in 2009 and by an addi-
tional 3.4 per cent in 2010. In the
resale market, prices had already
started to fall last year, at a rate of
1.6 per cent. This year, prices for
existing homes are expected to plum-
met by 7 per cent, from $300,400
to $279,400. A further decline of
2.7 per cent is expected in 2010.

Easier access to credit through
lower mortgage rates, stabilization in
house prices, and measures included
in the latest federal budget will influ-
ence the pace of the recovery in the
Canadian housing market. The federal
budget stimulus plan incorporated
efforts aimed at stimulating the
overall economy—such as income
tax cuts—but also measures targeting
the housing market directly. These
include tax credits for home renova-
tion projects, as well as a permanent,



new, non-refundable First-Time
Home Buyers’ Tax Credit and an
increase of $15 million in permanent
fiscal assistance to first-time home
buyers through the existing Home
Buyers’ Plan. All these factors are
expected to contribute to a recovery
in the housing market starting in
2010. Housing starts are forecast to
rise by 14.9 per cent next year, and
will continue to rise through the
medium term as well.

Mortgage Outlook

Mortgage rates are forecast to
fall in line with interest rate reduc-
tions this year. In the final quarter
of 2008, the conventional five-year
mortgage rate was 7.1 per cent. The
rate dropped to 5.8 per cent in the
first quarter of 2009, and will average
5.4 per cent for the year overall. The
conventional five-year mortgage
rate will then remain near this level
through 2010 as well, but should
begin to pick up steam in 2011 as
economic conditions improve,
reaching 7.4 per cent that year.

The total number of mortgage
approvals is expected to decline for
the second year in a row in 2009,
down by 7.6 per cent following a
4.7 per cent drop in 2008. As housing

markets across the country flourished
in recent years, so too had the annual
number of mortgage approvals—by
more than 50 per cent in this decade
alone. And the sharp increase in
prices meant that the dollar volume
rose even faster. Between 2001 and
2007, the dollar volume of mortgage
approvals increased by 16.7 per cent
on an average annual basis. Dollar
volumes fell last year as well, but only
by 1.8 per cent—much less than the
percentage drop in the number of
approvals. However, the decline in
prices this year will amplify the drop
in dollar amounts for 2009, which
is expected to reach 11.3 per cent.

Both the level and the dollar
volume of mortgage approvals will
continue to decline in 2010, as hous-
ing markets are expected to remain
weak. Fortunately, the recovering
economy should boost approvals, in
units and dollars, from 2011 onward.
The number of approvals is forecast
to increase by an annual average of
2.3 per cent, while dollar volumes are
expected to rise by 3.7 per cent per
year on average from 2011 to 2013.

With prices rising rapidly in recent
years, it is not surprising that the
dollar volume of high-ratio mortgages
increased at a faster pace than that

of conventional mortgages. Higher
prices have resulted in more buyers
being unable to put a 20 per cent
down payment. The dollar volume
of high-ratio mortgages grew by
18.1 per cent, on an average annual
basis from 2001 to 2007, compared
with average growth of 15.6 per cent
per year in the conventional market.
Surprisingly, last year conventional
mortgages held up well, with dollar
volumes rising 2.3 per cent. However,
the dollar volumes of high-ratio mort-
gages dropped by 6.4 per cent. Both
types of mortgage approvals are
expected to fall in 20009.

The number of mortgage approvals
fell much faster in the new home
market than in the existing home
market in 2008, down by 7.2 per cent
compared with 4.5 per cent. Given
that new home prices are generally
higher than existing home prices, on
average, more buyers were likely
shying away from the higher priced
new home market in the face of
tough economic times. Still, with
new home prices moving higher,
the dollar volume of approvals in
the new home market fell by just
0.7 per cent last year, while in the
existing home market, they fell by
2 per cent.

Chart 3—Mortgage Approval Growth Chart 4—Household Net Worth
(dollar volume per cent change) (as a per cent of disposable income)
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Table 1—Economic Indicators

Real GDP at market prices
(2002 $ millions)
Total employment (000s)

Unemployment rate
Personal income per capita

Population (000s)
Retail sales ($ millions)

Exchange rate (U.S./Can.)
Inflation rate

Bank rate

Prime lending rate

Three-month treasury bill

One-year conventional mortgage rate
Three-year conventional mortgage rate
Five-year conventional mortgage rate
Federal bonds: 1-3 years

Federal honds: 3-10 years

Federal bonds: 10 years and over

Housing starts
Singles
Multiples
Housing completions
Singles
Multiples
Average price of a new home ($)

Average price of a resale home ($)

2006 2007 2008 2009f
1,284,819 1,319,681 1,325,718 1,302,531
3.1 27 05 -1.7
16,485 16,865 17,123 16,784
1.9 2.3 1.5 2.0
6.3 6.0 6.1 8.3
33910 35,634 36919 36,776
99 5.1 3.6 -04
32,532 32,882 33,260 33,601
1.0 1.1 1.2 1.0
389,485 412,068 425398 398,093
6.4 58 32 -6.4
0.88 0.93 0.94 0.80
2.0 2.1 2.4 0.5

Table 2—Financial Indicators

43 46 3.2 0.9
5.8 6.1 4.7 2.4
4.0 42 24 0.6
6.3 6.9 6.7 45
6.4 71 6.9 4.8
6.7 7.1 7.1 54
41 42 2.7 1.0
41 42 3.2 2.3
4.3 43 4.0 2.5

Table 3—Housing Indicators

227395 228343 211,066 144,877
08 04 ~7.6 =314
121,313 118,917 93202 76,520
07 2.0 -21.6 -17.9
106,082 109,426 117,854 68,356
1.0 32 7.7 —42.0
216,600 209,173 214118 178,857
2.3 -34 24 -16.5
115,943 115,752 103,971 80,599
2.0 -02 -10.2 -22.5
100,658 93421 110,147 98,258
7.7 7.2 17.9 -10.8
355,584 383,133 396,197 381,053
97 77 34 -3.8
275,324 305,387 300,367 279,418
11.1 10.9 -1.6 ~7.0

2010f 20111
1,334,565 1,385,610
25 3.8
16,822 17,267
02 26
9.4 8.5
37,732 39,234
26 4.0
33,931 34,275
1.0 1.0
415,383 441,083
4.3 6.2
0.81 0.83
2.6 2.6

2.5
4.0
2.1
46
5.0
5.5
2.1
3.0
3.0

166,512
14.9

88,178
15.2

78,333
14.6

160,871
-10.1

82,605
25

78,267
-20.3

368,284
34

271,777
2.7

5.1
6.6
47
6.8
7.2
7.4
43
47
4.5

187,159
124

97,959
11.1

89,201
13.9

170,604
6.0

92,705
122

77,899
-05

372,214
1.1

273,236
05

2012f 2013f
1,448,288 1,503,492
45 3.8
17,741 18,051
27 1.7
7.0 6.4
40,892 42,468
42 3.9
34,631 35,001
1.0 1.1
472,366 500,689
71 6.0
0.85 0.86
2.3 2.3

5.4
6.9
5.0
7.2
.7
79
49
5.3
5.3

196,261
49

101,485
3.6

94,776
6.3

185,097
85

99,114
6.9

85,983
10.4

378,954
1.8

277,813
1.7

5.0
6.5
4.6
6.9
7.5
7.8
49
5.3
5.5

196,864
03

99,935
-1.5

96,929
2.3

190,644
3.0

99,059
-0.1

91,685
6.5

385,815
1.8

282,467
1.7

Italics indicate percentage change.

Statistics Canada.

Sources: The Conference Board of Canada; The Bank of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association;
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Atlantic (

Economic Outlook

Real gross domestic product in
Atlantic Canada is forecast to fall
1.0 per cent this year. The biggest
contributor to this decline will be
Newfoundland and Labrador, whose
economy is expected to contract by
5.0 per cent. Given that oil production
is responsible for roughly one-quarter
of provincial output, Newfoundland
and Labrador’s economic perform-
ance is being severely hindered by
faltering oil production at some of
its more mature sites, as well as
lower by oil prices. All four Atlantic
provinces are also feeling the impact
of the global recession, to varying
degrees. Prince Edward Island’s
GDRP is expected to edge down by
0.2 per cent, while Nova Scotia’s is
forecast to increase 0.4 per cent and
New Brunswick’s 0.5 per cent. New
Brunswick will receive a lift from
a provincial government stimulus
package of $100 million in tax cuts

Chart 1—Housing Starts

B Singles [ Multiples

Atlantic Canada’s overall economy will slip into recession this
year, bringing housing starts down with it. Starts are expected to drop
18.8 per cent this year and 16.1 per cent in 2010. This will help to
move starts, which have been around 12,000 units annually for most of
this decade, back in line with demographic needs. Lower demand will
also result in lower prices in both the new and resale home markets
this year and next—the first declines for either market in 11 years.

and $1.2 billion in infrastructure
spending over the next two years.
Overall growth in the Atlantic
economy should improve to 1.6 per
cent in 2010, in line with a general
recovery worldwide.

Housing Outlook

Atlantic Canada’s housing starts
increased an average of 9.9 per cent
per year from 2000 to 2003, largely
the result of solid economic growth,
as well as pent-up demand from the
1990s. By 2004, however, with real
GDP growth slowing and pent-up
demand satisfied, builders took a
breather. Accordingly, starts dropped
3 per cent on an average annual
basis over the next three years.

The upswing in demand also
led to a 3.2 per cent annual average
increase in new home prices between
2000 and 2003. This was followed
by a modest deceleration once demand
growth slowed, as new home prices
gained an average of 2.5 per cent

annually from 2004 to 2006. A similar
story was unfolding in the resale
market. Existing home prices rose
by an average of 4 per cent per year
from 2000 to 2003, and then 2.8 per
cent from 2004 to 2006.

Starts increased once more in
2007, up by 3.7 per cent, thanks to
strong growth in the Newfoundland
and Labrador economy. Price growth
was also considerably higher that
year, at 4.1 per cent for the new
market and 6.9 per cent for the
resale market. But as real GDP
growth slipped into negative terri-
tory in Newfoundland and Labrador
last year and weakened in the other
Atlantic provinces, housing starts in
the region fell by 1.3 per cent.

Still, at 12,200 units in 2008,
Atlantic Canada’s housing starts
remained historically high—much
higher than warranted by the region’s
demographic fundamentals. In fact,
despite the decline in housing starts
in recent years, last year marked the

Chart 2—House Price Growth (% change)
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seventh year in a row that housing
starts in Atlantic Canada were near
12,000 units. This unsustainably
high level, combined with the eco-
nomic downturn forecast for 2009,
will lead to a sharp market correc-
tion over this year and next. Starts

are forecast to fall by 18.8 per cent
in 2009 and an additional 16.1 per cent
in 2010, bringing them back down
to 8,300 units by next year.

Prices will quickly follow suit.
New home prices are forecast to

decline by 1.7 per cent this year
and by 3.7 per cent next year, while
existing home prices are set to drop
by 2.7 per cent and 4.4 per cent
over 2009 and 2010, respectively.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Real GDP at basic prices 67,068 69,593 70,128 69,420 70,533 72,806 76,435 78,113
(2002 $ millions) 21 3.8 08 -1.0 1.6 32 5.0 22
Total employment (000s) 1,082 1,097 1,110 1,102 1,100 1,125 1,159 1,167
05 14 1.1 -0.7 -02 22 3.1 06

Unemployment rate 9.8 9.2 9.4 10.8 1.7 10.6 8.8 8.2
Personal income per capita 29,377 30,465 31,381 31,794 32,691 34,088 35,750 37,016
74 3.7 3.0 1.3 2.8 43 49 35

Population (000s) 4,369 4,380 4,413 4,443 4,466 4,484 4,503 4522
—0.1 02 08 07 05 04 04 04

Retail sales ($ millions) 27,514 29,148 30,709 30,697 31,819 33,617 35993 37,724
54 59 54 00 3.7 57 7.1 48

Inflation rate 2.1 1.8 3.0 -0.2 2.6 25 2.2 2.0

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 20111 2012f 2013f
Housing starts 11,953 12,391 12,229 9,925 8,331 8,705 9,120 9,025
-1.2 3.7 =13 -18.8 -16.1 45 48 -1.0
Singles 7,578 8,377 8,401 7,591 6,242 6,422 6,634 6,491
-89 10.5 0.3 -96 -17.8 2.9 43 2.2
Multiples 4,375 4,014 3,828 2,334 2,089 2,282 2,486 2,534
15.7 -8.3 4.6 -39.0 -10.5 9.3 89 1.9
Housing completions 11,451 11,468 12,404 11,017 9,141 8,694 9,159 9,213
-0.8 01 82 -11.2 -17.0 4.9 54 06
Singles 7,718 7,520 8,421 7,733 6,798 6,544 6,782 6,663
~7.6 2.6 12.0 -82 -12.1 =37 3.6 -1.8
Multiples 3,733 3,948 3,983 3,285 2,342 2,150 2,377 2,550
16.9 58 09 -17.5 -28.7 8.2 10.6 7.3
Average price of a new home (3) 264,528 275401 304,998 299927 288,750 292,504 298,646 304,918
32 4.1 10.7 -1.7 =37 1.3 21 2.1
Average price of a resale home ($) 148,275 158,574 171,356 166,661 159,404 160,998 164,379 167,831
44 6.9 8.1 2.7 —4.4 1.0 21 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.
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Economic Outlook

Quebec’s economy has not been
immune to the global financial crisis,
which brought about a volatile stock
market and a plunge in consumer
confidence. Employment and average
incomes will both dip in 2009. As
well, consumer expenditures are
expected to increase by just 0.1 per
cent this year, down from 4.7 per
cent growth in 2008. The much
weaker consumer demand will also
lead to lower imports this year,
helping to hold the decline in real
GDP to 0.9 per cent for 2009. As
worldwide economies begin to
recover in 2010, so too will Quebec’s
economy, with real GDP forecast to
grow by 1.8 per cent next year.

Housing Outlook

From 2001 to 2004, Quebec’s
housing market grew rapidly, in spite
of fairly weak economic growth. Low

Chart 1—Housing Starts

B Singles CI Multiples

The current downturn will see Quebec’s overall real GDP contract
by 0.9 per cent in 2009. Consumer confidence nosedived in the final
months of 2008, lowering the outlook for consumer expenditures and
the housing market. Starts are forecast to drop a significant 21.2 per
cent this year and a further 7.9 per cent in 2010. Prices in both the
new and resale home markets will also decline over the next two years,
the first price drop for either market since at least the mid-1990s.

interest rates helped to keep demand
strong, pushing housing starts up by
an annual average of 25 per cent.
However, the persistent weakness in
real GDP finally began to take its toll
on the market by 2005. Housing
starts dropped by 12.9 per cent that
year and by a further 6 per cent in
2006. Starts eked out a 1.4 per cent
increase the following year, although
this turned out to be temporary and
the result of higher spending due to
a one-time pay equity settlement by
the provincial government. Starts
resumed their downward trend last
year, declining by 1.3 per cent.

Higher demand for housing
brought stronger price growth in
the first half of this decade as well.
New home prices increased 5.6 per
cent on an average annual basis from
2001 to 2005, while existing home
prices jumped an average of 10.2 per
cent. Prices continued to grow even
as demand fell over the past three
years, although at more modest
rates—an average of 4.7 per cent

and 5.3 per cent respectively. In
total, prices in the two markets have
increased by close to $100,000 so
far this decade. By last year, new
home prices in Quebec were aver-
aging $278,800, while resale prices
were averaging $210,700.

Quebec’s housing market is now
suffering from the effects of the
recession, which is bringing about
a poor labour market, weakening
income prospects, and a sharp drop
in consumer confidence. Consumers
are less inclined to jump into home
ownership during uncertain economic
times. Accordingly, housing starts are
forecast to tumble to 37,800 units
in 2009 (down 21.2 per cent) and to
34,800 units in 2010. But even at
these levels, starts are still above
demographic requirements, and so
they will keep falling, to 30,900 units
by 2013.

Prices will finally decline as
well. New home prices are set to drop
1.2 per cent in 2009 and 1.5 per cent

Chart 2—House Price Growth (% change)
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in 2010. In the resale market, prices  economy will help to push prices 2011, rising to an average of 1.8 to
are expected to fall by 0.7 per cent back up modestly starting in 2011. 1.9 per cent per year for the final
this year, followed by a 2.5 per cent ~ Both markets are expected to see two years of the forecast.

decline next year. An improving price increases of 0.9 per cent in

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 239,415 245,221 247577 245,392 249,714 256,400 266,106 274,244
(2002 $ millions) 1.7 24 1.0 -09 1.8 2.7 38 31
Total employment (000s) 3,766 3,852 3,881 3,813 3,816 3,877 3,950 3,996
1.3 2.3 0.8 -1.7 0.1 1.6 1.9 12
Unemployment rate 8.0 7.2 7.3 8.8 9.8 9.1 7.7 7.0
Personal income per capita 30,969 32,565 33,514 33,416 34,311 35,496 36,843 38,196
3.9 52 2.9 -03 2.7 35 3.8 37
Population (000s) 7,625 7,679 7,742 7,795 7,838 7,882 7,927 7,973
0.6 07 08 07 05 06 06 06
Retail sales ($ millions) 86,709 90,710 95,068 92,911 96,492 101,261 107,629 113,544
5.1 46 48 2.3 39 49 6.3 55
Inflation rate 1.7 16 2.1 0.5 2.7 3.0 2.3 2.3
Italics indicate percentage change.
Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 20111 2012f 2013f

Housing starts 47,877 48,553 47,901 37,760 34,782 32,568 31,604 30,919
-6.0 1.4 =il -21.2 -7.9 -6.4 =3.0 2.2

Singles 21,917 2177 19,778 17,116 16,477 15,552 15189 14,725

-84 1.2 -10.8 -13.5 =37 -5.6 =23 -3.1

Multiples 25,960 26,376 28123 20,644 18,306 17,017 16,415 16,194

-3.8 1.6 6.6 -26.6 =13 -7.0 =39 -1.3

Housing completions 48,772 49,188 47516 46,863 38,635 33,336 32,022 31,453
=17 0.9 -34 -14 -17.6 =137 =19 -1.8

Singles 21,842 21,853 19,149 18,262 16,541 15,655 15173 14,708

=59 0.0 -12.4 4.6 -94 -54 =31 -3.1

Multiples 26,930 27,335 28,367 28,601 22,093 17,681 16,849 16,745

2.1 15 3.8 08 -22.8 -20.0 4.7 -06

Average price of a new home ($) 253406 265518 278,834 275614 271542 274015 279,078 284,235
4.3 48 5.0 -1.2 =09 0.9 1.8 1.8

Average price of a resale home ($) 190,271 202,887 210,698 209,119 203,930 205864 209,866 213,946
59 6.6 3.9 -0.7 =29 0.9 1.9 1.9

Italics indicate percentage change.
Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.
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Economic Outlook

Given the deep U.S. recession,
it comes as no surprise that Ontario
is being hit by a trade-dominated
slowdown in 2009. American house-
holds’ belt-tightening is restricting
demand for Canadian exports, which
are expected to recede by 14.5 per
cent this year. The impact of tighter
credit standards and weak consumer
confidence will also weaken Ontario’s
already-fragile domestic economy.
Real consumer spending hit a stand-
still by the second half of 2008.
And even current real government
spending is forecast to moderate in
2009, as business and personal income
tax collections abate. Furthermore,
broad weakness in new investment
activity—nboth residential and non-
residential—will leave the province
reliant on the major multibillion-
dollar infrastructure initiatives.

Chart 1—Housing Starts

B Singles CI Multiples

tract for one more year.

Given the weakness in the province’s economy, housing starts are
set to drop by a whopping 31.6 per cent in 2009. This decline comes
on the heels of a 10.2 per cent increase in 2008, due to an early surge
in multiple-unit construction. Average new home prices are forecast to
decline by 1.5 per cent, while existing home prices will decline by 4.9 per
cent. By next year, as economic conditions improve, so too will the
province’s housing market. Unfortunately, prices are expected to con-

Accordingly, growth in real GDP will
contract by 2.4 per cent in 2009. A
modest 2.5 per cent rebound is fore-
cast for 2010 alongside the revival
of the U.S. economy.

Housing Outlook

Pent-up demand and low interest
rates helped housing starts in Ontario
increased by 9.9 per cent on an aver-
age annual basis from 1999 to 2003.
However, the market came to a stand-
still in 2004, pulled down by the
persistent weakness in the provincial
economy. With only modest growth
in real GDP between 2005 and 2007,
housing starts fell by 7.2 per cent
per year on average. It has to be
emphasised, however, that the level
of starts in 2004 was much higher
than demographic requirements.

New home prices rose by an
annual average of 4.7 per cent from

2001 to 2004—in line with the
stronger demand—while existing
home prices shot up by 7.5 per cent
per year on average. Surprisingly,
price growth did not falter much once
demand began to wane. Over 2005
to 2007, new home prices averaged
growth of 3.6 per cent annually, and
existing home prices, 6.9 per cent
annually. By 2007, averages prices
were nearly $450,000 for a new home
and $300,000 for existing homes.

Last year saw housing starts
jump by 10.2 per cent, to reach
75,000 units, even as GDP slipped.
This was mainly due to several new
high-rise condominiums in Toronto’s
downtown, as the strength of the
loonie in recent years had lured
foreign investment.

With the province now fully in
recession mode, there is only bad
news for Ontario’s housing market

Chart 2—House Price Growth (% change)
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in 2009. Housing starts fell signifi-
cantly through the last three quarters
of 2008, and a similar decline was
expected for the first quarter of this
year as well. In total, housing starts
are forecast to plummet by 31.6 per
cent in 2009. Fortunately, as economic
conditions improve next year, the
housing market will be quick to

follow suit. By 2013, starts will have
increased to 86,000 units, back to
their levels of the early 2000s and
aligned with demographic require-
ments.

The average price of a new home
is expected to drop by 1.5 per cent
in 2009 and 1.7 per cent in 2010,

while existing home prices will
drop by 4.9 per cent this year and
1.1 per cent next year. As with
starts, prices in both markets will
follow an upward trend through the
medium term.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 482,489 492,897 491524 479,710 491657 512278 536,573 560,373
(2002 $ millions) 24 22 —0.3 24 25 42 47 44
Total employment (000s) 6,492 6,592 6,687 6,500 6,503 6,715 6,926 7,087
25 15 14 2.8 0.1 3.3 3.1 2.3
Unemployment rate 6.3 6.4 6.5 9.2 10.3 9.3 7.8 71
Personal income per capita 34,902 36,340 37,466 36,972 37,819 39,329 40,960 42,564
42 4.1 3.1 -13 2.3 4.0 4.1 39
Population (000s) 12,645 12,775 12910 13,033 13,183 13,352 13,531 13,721
1.1 1.0 1.1 1.0 1.1 1.3 1.3 14
Retail sales ($ millions) 140,808 146,236 151241 144,589 150,905 161,234 173,233 184,468
4.1 3.9 34 —44 44 6.8 74 6.5
Inflation rate 1.8 1.8 2.3 0.7 2.5 2.6 2.3 2.3

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 73417 68,123 75,076 51,372 64,880 75,248 83,258 86,031
6.8 7.2 10.2 -31.6 26.3 16.0 10.6 33
Singles 38,309 37,910 31,108 25943 32,341 37,261 40558 40,896
8.1 -1.0 -17.9 -16.6 24.7 15.2 88 08
Multiples 35,108 30,213 43,968 25429 32,538 37,987 42,700 45135
-54 -13.9 455 422 280 16.7 124 57
Housing completions 74,658 64,089 67,932 65137 59,268 66,509 75,461 81,209
=35 142 6.0 —4.1 9.0 122 13.5 7.6
Singles 39,976 36,386 34507 27,116 29,375 34,998 38,847 40,231
7.7 -9.0 =52 214 83 19.1 11.0 36
Multiples 34,682 27,702 33,425 38,021 29,893 31511 36,614 40,978
2.0 -20.1 20.7 13.7 =214 54 16.2 11.9
Average price of a new home () 432351 445875 463,436 456,516 448897 456,233 466,120 476,222
38 3.1 3.9 -15 -1.7 16 22 22
Average price of a resale home (§) 278,399 299,497 301,311 286,650 283,585 287,846 293326 298,911
5.9 7.6 06 —4.9 -1.1 15 19 1.9

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.
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Prairies Though positive, real GDP growth in the Prairie provinces of

Manitoba and Saskatchewan will slow to 0.6 per cent in 2009. This will

-y, not be enough to keep the housing market afloat, as housing starts are

="
f”‘.i‘,“" expected to tumble 32.0 per cent this year. Prices, in both the new and

‘ m resale housing markets, are forecast to fall in 2009 and 2010 as well.
-~ - R This year will mark the first decline in resale home prices since 1995
|
in the coming months, overall real years, 2007 marked the first increase
GDP growth for the two provinces in Saskatchewan’s population since
is forecast to return to more normal ~ 1996.

levels by 2010, rising to 2.8 per cent.

and in new home prices since 1983.

r

Real gross domestic product Saskatchewan’s booming econ-
growth in the Prairie provinces of omy helped propel even stronger
Manitoba and Saskatchewan is population growth in 2008. Manitoba
expected to ease to 0.6 per cent this The housing market started out enjoyed more vigorous population
year. Still, these will be two of the the decade on a weak note—builders  growth last year as well. Accordingly,
few provinces enjoying positive reduced their starts by 18.5 per cent  the demand for new homes rose again,
economic growth in 2009. While in 2000 following four years of sig-  prompting a 5.3 per cent increase in
Manitoba has not been immune to nificant increases. But lower interest  starts, up to 12,400 units. This was
the global economic weakness, a rates in 2001 spurred renewed interest,  more than double than at the begin-

balanced provincial budget and decent  resulting in a 5.3 per cent increase ning of this decade and also the
industrial activity will help push real  in housing starts in 2001 and average  highest level in more than 20 years.
GDP in that province up by 1.0 per ~ growth of 15.6 per cent per year

cent this year. At the same time, through 2002 to 2004. Housing Unfortunately, the strength in
economic growth in Saskatchewan is  starts dipped 0.6 per cent in 2005, starts last year was entirely in the
set to slow to 0.2 per cent in 2009—  but rallied the following year, rising  first half of the year. As the global
following a blistering 6.9 per cent 7.0 per cent in 2006 and 34.3 per economic slowdown took hold
gain in 2008 thanks to standout cent in 2007, as economic growth through the second half of 2008 and
years for the primary and industrial ~ picked up. The increase in 2007 into this year, starts began to falter.
sectors. But this year the province is ~ was also spurred on by strong pop- Accordingly, even as population
being hurt by weaker international ulation growth in both provinces— growth continues to shine, the weak
and domestic demand, as well as Manitoba’s and Saskatchewan’s economy will result in a 32.0 per
falling commaodity prices. Potash populations rose by 0.8 per cent cent decline in housing starts in
production alone is set to decline and 0.7 per cent respectively. While 2009, bringing them back down to

by 18 per cent. Fortunately, with a population growth in Manitoba had 8,400 units. Through the medium
recovery expected to get under way  been on an upward trend for several ~ term, sound fundamentals will help

Chart 1—Housing Starts Chart 2—House Price Growth (% change)
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push starts up again, keeping them
over 10,000 units each year.

Prices had risen at an accelerat-
ing pace throughout this decade, in
line with higher demand. New home

prices were particularly robust over
the past two years, growing by more
than 35 per cent, or $100,000. Price
growth was stronger still in the
resale market. The slowdown in the
housing market together with the

unsustainable increases in the past
two years will result in new home
prices dropping by 5.2 per cent in
2009 and 9.3 per cent in 2010, while
existing home prices fall 5.0 per cent
and 8.2 per cent.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 73,804 76,037 78,624 79,095 81,316 83,828 86,993 89,537
(2002 $ millions) 1.8 3.0 34 06 2.8 3.1 3.8 2.9
Total employment (000s) 1,079 1,098 1,119 1,122 1,126 1,146 1,166 1,177
14 1.8 1.9 03 0.3 18 1.7 1.0
Unemployment rate 45 43 41 55 6.2 5.6 47 43
Personal income per capita 29,829 32,000 33,961 34,161 34998 36,175 37,486 38,783
53 7.3 6.1 06 25 34 3.6 35
Population (000s) 2,175 2,191 2,220 2,245 2,264 2,279 2,292 2,307
0.1 07 1.3 1.1 08 06 06 06
Retail sales ($ millions) 24,364 26,994 29,321 28,757 29,863 31,299 33,065 34,691
5.1 10.8 8.6 -19 3.8 48 56 49
Inflation rate 2.0 2.5 2.7 0.9 2.5 2.6 2.2 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 8,743 11,745 12,365 8,409 10,353 12,067 12,263 11,892
7.0 34.3 53 -32.0 23.1 16.6 15 2.9
Singles 6,241 7,874 8,208 6,422 7,822 8,965 8,977 8,602
1.7 262 42 218 21.8 14.6 0.1 4.2
Multiples 2,502 3,871 4,157 1,987 2,531 3,102 3,276 3,290
230 54.7 74 -52.2 274 22,6 56 04
Housing completions 7,901 9,368 12,204 9,895 9,507 11,018 11,755 11,609
-12 18.6 30.3 -18.9 -39 15.9 6.7 -12
Singles 5,569 7,026 8,001 6,714 7,093 8,220 8,583 8,284
-6.8 262 13.9 -16.1 57 15.9 44 -35
Multiples 2,332 2,342 4,203 3,181 2,414 2,798 3,172 3,325
15.6 04 79.5 -24.3 241 15.9 134 48
Average price of a new home (§) 258,494 310249 358,000 339510 307,933 310,704 315365 320,095
98 20.0 154 -52 -93 09 15 15
Average price of a resale home ($) 142,613 171,522 205,090 194,775 178,843 177,457 179,348 181,261
102 20.3 19.6 -5.0 -82 -08 1.1 1.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.
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Economic Outlook

Alberta’s economy is suffering
from low oil prices, high construc-
tion costs, and lacklustre consumer
demand. Output in manufacturing,
mining, and construction will keep
sliding. The contraction in construc-
tion is largely the result of collapsing
energy-related capital expenditures.
Meanwhile, services sector gains
will slow as moderating wage growth
weakens consumer demand. Overall,
Alberta’s real gross domestic product,
which gained only 0.6 per cent in
2008, will contract by 2.4 per cent
this year, the first drop since the
mid-1980s. Fortunately, by 2010,
thawing credit markets, rising oil
prices, and improving petroleum
company finances will boost explo-
ration and construction activity. Real
GDP growth is forecast to reach
2.9 per cent next year and average
4.9 per cent per year in 2011-2013.
Better oil-related activities will also

Chart 1—Housing Starts

An economy weakened by collapsing energy demand, surging
house prices, and slowing population growth is providing a poor near-
term backdrop for Alberta housing markets. GDP and employment are
both forecast to drop this year, further shaving demand already eroded
by recent affordability deterioration. Housing starts and prices for both
new and resale homes are all predicted to ease this year. While market
recovery signs will sprout in 2010, robust blooming is not imminent,
since most housing indicators are forecast to remain stunted below
recent peaks throughout our forecast period.

boost manufacturing and the services
sector. Employment is forecast to
fall 1.2 per cent this year, lifting the
unemployment rate from 3.6 per
cent last year to 5.7 per cent. This
rate will rise further to 7 per cent in
2010 despite a small employment
increase, as the labour force expands.

Housing Outlook

Alberta’s softening economy is
playing out in its housing market.
Indeed, a modest few years appear in
store for provincial housing markets
as slower economic expansion, par-
ticularly this year and next, limits
population growth and thus housing
demand.

An easing in provincial population
growth to a four-year low of 2.1 per
cent in 2008 cooled demographic
housing demand. This combined
with income hikes that moderated
to a five-year low of 5.3 per cent

and rising volumes of unabsorbed
new units in Calgary and Edmonton
to cut provincial housing starts

40 per cent, to an eight-year low of
29,160 units in 2008. Big construc-
tion swings are not infrequent in
this province, which witnessed
starts rise or fall at least 25 per cent
from the previous year six times in
the 20 years to 2008. The current
market weakness is evidenced by
the 50 per cent annualized decline
in starts throughout 2008 to just
21,400 units in the fourth quarter.

The weakening economy is
expected to prompt only minute
income advances this year, which,
along with swollen builder invento-
ries, will curb developer intentions.
Another big construction slide is
thus inevitable; starts are expected
to drop 39 per cent to a 13-year low
under 18,000 units in 2009. Starts
are projected to make up some of
this lost ground in 2010 against the

Chart 2—House Price Growth (% change)
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backdrop of a firming economy,
with another outsized, but this time
positive, jump to 25,260 units antic-
ipated. Starts are expected to rise
further in the medium term as pop-
ulation growth remains positive,
employment growth perks up, and
income gains accelerate. An annual
average of 28,300 starts is forecast
in 2011-2013, modestly above the

average of 26,100 units per year in
the two decades to 2007.

The big drop in housing demand
resulted in average prices for existing
Alberta houses falling 1.4 per cent
last year, the first drop since 1995.
Meanwhile, the 1.0 per cent advance
in average prices for new homes
was the slowest gain in 12 years.

This year, average values for both
new and resale homes are expected
to drop. In 2010, existing house
prices are forecast to essentially
stabilize, while average new home
prices dip another 5.4 per cent.
Prices for both housing types are
forecast to resume modest growth
in 2011, but remain significantly
below their peak.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 174,080 179,064 180,064 175,820 180,903 190,134 200,554 209,102
(2002 $ millions) 5.8 2.9 0.6 -24 2.9 5.1 55 43
Total employment (000s) 1,871 1,959 2,013 1,989 2,002 2,070 2,142 2,186
48 47 2.7 -12 06 34 35 2.1
Unemployment rate 34 35 3.6 5.7 7.0 6.3 48 41
Personal income per capita 42,598 45,537 47949 48116 49470 51,826 54,381 56,684
10.0 6.9 53 03 28 48 49 42
Population (000s) 3,411 3,500 3,574 3,650 3,707 3,765 3,821 3,879
3.0 2.6 21 21 1.6 1.6 15 1.5
Retail sales ($ millions) 55,942 61,156 61,014 58,221 61,253 65,954 71,461 76,428
15.4 9.3 -02 4.6 52 7.7 84 7.0
Inflation rate 39 49 3.2 0.4 2.6 2.7 2.4 2.3

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 20111 2012f 2013f
Housing starts 48,962 48,336 29,164 17,889 25262 28,056 28,450 28,403
19.9 -1.3 -39.7 -38.7 41.2 11.1 14 -02
Singles 31,835 28,105 14716 11,999 16,695 18,291 18,269 17,909
19.3 -11.7 —47.6 -18.5 39.1 96 -0.1 2.0
Multiples 17,127 20,231 14,448 5,890 8,567 9,765 10,181 10,494
20.9 18.1 -26.6 -59.2 45.4 14.0 43 3.1
Housing completions 39,130 41,828 39,391 20,529 22,243 25,633 21232 27,303
5.8 6.9 -5.8 -47.9 8.3 15.2 6.2 0.3
Singles 26,111 29,014 22590 12,182 14616 17,229 18,068 17,648
5.9 11.1 =221 —46.1 20.0 17.9 4.9 2.3
Multiples 13,020 12,814 16,801 8,348 7,627 8,403 9,164 9,655
56 -1.6 31.1 -50.3 8.6 10.2 9.0 54
Average price of a new home (9) 379,709 464,888 469,686 436,058 412,703 415830 422,548 429,375
36.8 224 1.0 ~7.2 -54 0.8 1.6 1.6
Average price of a resale home ($) 285295 357,726 352,569 329,893 329,165 332950 339,221 345,608
31.1 254 -14 6.4 -02 1.1 1.9 1.9

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.

The Conference Board of Canada

21



3

Economic Outlook

British Columbia is in recession
as the global economic downturn
generates serious repercussions for
the province’s trade and its domestic
economy. Real GDP is expected to
fall by 1.8 per cent in 2009, follow-
ing last year’s modest 0.9 per cent
advance. Softness in the key forestry
industry will result in a further large
contraction this year, following a
debilitating 18.2 per cent decline in
2008. More mill closures and produc-
tion suspensions are expected. The
manufacturing industry—which is
closely linked to the forestry sector—
will accordingly suffer this year. But
next year, the export sector’s drag on
B.C.’s economic growth will ease
as commodity prices and global
demand stabilize. Additionally, the
2010 Olympic Games will boost
recreation and tourism activities in
the Lower Mainland, resulting in a
3.3 per cent increase in the province’s

Chart 1—Housing Starts

A tough British Columbia economy, poor affordability, and recent
overbuilding are all contributing to a weak provincial housing outlook.
Employment, a vital demand catalyst, rose at the slowest pace in four
years in 2008 and is forecast to drop this year. The resulting curtailment
in housing demand will cut housing starts by 43 per cent this year to
their lowest level since 2001, with particular weakness among multiple
units. But starts are forecast to bounce back somewhat in 2010. Average
prices for new and resale homes will decline this year and next.

overall real GDP. Slowing economic
growth will trim employment a
forecast 2.6 per cent in 2009, but
the weakness will be short-lived,
with modest job growth expected
to return in 2010.

Housing Outlook

A slowing economy and employ-
ment softness has stifled new con-
struction. Housing starts fell 12.4 per
cent to a four-year low of 34,320 units
in 2008. A 24 per cent drop in sin-
gles starts led the drop, as multiple-
unit starts were off a comparatively
small 6 per cent.

More softness is expected in the
near term. Sagging employment and
competition from resale units are
forecast to trim new home demand,
leading to an outsized 43 per cent
starts drop this year. The 19,500 units
we expect in 2009 will be the fewest
since 2001 and compare with an
average of 25,900 starts annually

Series Database.

Sources: The Conference Board of Canada; CMHC Housing Time

during the decade ending 2007.
Multiple-unit starts are foreseen to
take the biggest hit, with 2009 volumes
off 11,300 units, compared with the
3,500-unit drop for singles. Specifi-
cally, multiple-unit starts are pro-
jected to drop more than 7,300 units
in 2009 in Vancouver and nearly
800 units in Victoria. Such drops
are at least partly the result of over-
building. The ratio of provincial
housing starts to absolute popula-
tion growth averaged 0.75 in the
five years ending 2008, compared
with an average 0.52 during the two
decades ending 2003.

While B.C.’s employment growth
has slowed, brisk population growth
continues, with 2008’s estimated
1.6 per cent rise the fastest since
1997. Forecast population advances
above 1 per cent from 2009 to
2013, slightly above the 0.95 per
cent growth in the decade to 2008,
will generate a decent demographic
underpinning that will eventually

Chart 2—House Price Growth (% change)
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foster a rebound in starts beginning
with 2010’s 17.3 per cent advance
to 22,900 units. The medium term
appears decent, with starts predicted
to average 30,900 units annually from
2011 to 2013. British Columbia’s
housing future is expected to lie
increasingly in multiples. While
multi-family starts made up an

average of 56 per cent of the provin-
cial total in the decade ending 2008,
we forecast this share will average
62 per cent in 2009-2013.

Prices for both new and existing
homes are expected to ease this year,
following growth of 2.1 per cent and
2.5 per cent respectively in 2008.

Average new home prices are fore-
cast to dip 7.2 per cent to $619,000
this year. On the resale side, a 9.0 per
cent drop to just under $410,000 is
our call. Price growth, albeit frac-
tional, will return to the new home
market in 2011 and to the resale
market by 2012.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 146,449 150,412 151,838 149,113 153,960 159,832 166,643 172,428
(2002 $ millions) 42 27 09 -1.8 A3 3.8 43 35
Total employment (000s) 2,196 2,267 2,314 2,254 2,276 2,334 2,399 2,438
3.1 32 2.1 26 1.0 26 28 16
Unemployment rate 48 42 46 7.3 8.3 74 6.0 54
Personal income per capita 33,547 35,286 36,434 36,355 37,444 38,845 40,416 41,840
7.0 52 B 02 3.0 37 40 35
Population (000s) 4,238 4,303 4,374 4,437 4,487 4,539 4,593 4,649
1.1 15 1.6 14 1.1 12 12 1.2
Retail sales ($ millions) 52,837 56,361 56,502 53,414 56,004 59,349 63,439 67,032
7.2 6.7 0.3 =55 48 6.0 6.9 57
Inflation rate 1.7 1.7 2.1 0.6 2.5 2.6 2.2 2.2

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

Table 2—Housing Indicators

2006 2007 2008 2009f 2010f 20111 2012f 2013f
Housing starts 36,443 39,195 34,321 19,521 22905 30515 31,576 30,594
5.1 7.6 -124 —43.1 17.3 332 39 =31
Singles 15,433 14,474 10,991 7,449 8,600 11467 11,857 11,311
125 -6.2 -24.1 =322 15.5 33.3 34 4.6
Multiples 21,010 24,721 23,330 12,072 14,304 19,047 19,719 19,283
0.3 17.7 5.6 -48.3 18.5 33.2 49 2.2
Housing completions 34,688 33,232 34670 25417 22,078 25413 29,469 29,858
224 4.2 4.3 -26.7 -13.1 15.1 16.0 1.3
Singles 14,726 13,952 11,302 8,593 8,181 10,058 11,661 11,626
14.8 =53 -19.0 -24.0 4.8 22.9 15.9 -1.2
Multiples 19,962 19,280 23368 16,823 13,897 15,356 17,808 18,331
28.7 -34 212 -26.0 ~17.4 10.5 16.0 2.9
Average price of a new home (3) 612,108 653,206 666,751 619,002 588210 589,761 596,980 604,287
6.6 6.7 21 7.2 -5.0 0.3 1.2 1.2
Average price of a resale home ($) 391,819 438,923 449,952 409,633 387,324 379,884 383,336 386,821
18.1 12.0 25 -9.0 54 -1.9 0.9 09

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database; Canadian Real Estate Association; Statistics Canada.
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Economic Outlook

Although Québec City’s economy
is expected to register its weakest
growth since 1996, at 0.6 per cent
the region’s outlook is still relatively
respectable given the circumstances
and in comparison with many other
metropolitan areas across the country.
The bright spot for Québec City is
its construction sector, which per-
formed particularly well in 2008 and
should continue to be an economic
driver in 2009, thanks to public infra-
structure investments. Fortunately,
stronger overall economic growth
is expected in 2010, as the world
economy begins to recover and
construction on some regional
projects starts up.

Housing Outlook

EXISTING HOUSING MARKET
After four years of solid growth

around the start of the decade,

Québec City’s existing home market

Chart 1—Housing Starts

B Singles CJ Multiples

Québec City has not been spared the effects of the global eco-
nomic downturn—this year’s real GDP growth will be the weakest in
12 years. Housing markets will feel the slowdown: unit sales of existing
homes are expected to fall by 6.8 per cent this year and 2.3 per cent
next year, while housing starts drop by 21.5 per cent and by 5.6 per
cent. Price growth is projected to slow this year, down to 1.9 per cent
for the resale market and 1.8 per cent for the new market, before
declining in each of the following two years.

took a dive in 2003, pulled down by
weakness in the overall economy.
Unit sales dropped 11.2 per cent
that year, after averaging growth of
7.5 per cent annually over 1999 to
2002. Sales fell by another 0.8 per
cent in 2004, but a return to stronger
growth in gross domestic product
that year helped to push unit sales
back up by 10.1 per cent in 2005.
This roller-coaster ride continued
over the past three years. In 2008,
there were 8,000 unit sales in the
region, exactly the same level as

in 2002.

The sales-to-new-listings ratio
hovered between 63 and 82 per cent
from 2002 to 2008, signalling a sellers’
market. Not surprisingly, growth in
existing home prices was strong,
rising by an average of 10.8 per cent
per year. In dollar terms, this meant
a nearly $100,000 increase over the
past seven years, as average resale
prices topped $193,000 last year.

6,000

The robust price growth bat-
tered affordability in Québec City.
Monthly mortgage payments as a
per cent of household income rose
from just over 10 per cent at the
beginning of 2002 to 17.3 per cent
by the end of 2008.

Weak economic growth will
once again take its toll on Québec
City’s resale housing market this
year and into 2010. Unit sales had
already dropped 18.2 per cent in the
final quarter of 2008. Sales are fore-
cast to decline by 6.8 per cent in
2009 and by 2.3 per cent next year,
pulling the sales-to-new-listings
ratio below 50 per cent for the first
time this decade. As the economy
returns to more normal growth, the
resale housing market is expected
to gain some momentum as well.
However, growth will remain modest,
at 1.6 per cent per year, on average,
over 2011 to 2013.

Price growth in the resale market
will weaken alongside the decline in

Chart 2—House Price Growth (% change)
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sales this year and the lower sales-
to-new-listings ratio—although unlike
in most areas of the country, it will
remain positive, at 1.9 per cent. But
prices are forecast to fall by 2.9 per
cent in 2010 and 1.5 per cent in 2011.
As with unit sales, price growth
will then be modest through the
final two years of the forecast, at
1.8 per cent annually.

NEW HOUSING MARKET
Québec City’s new housing
market also enjoyed tremendous
growth over the first half of this
decade. The sellers’ market and the
big run-up in prices on the resale
side, combined with solid economic
growth, boosted demand for new
homes. Specifically, housing starts

increased by a whopping 29.4 per
cent, on an average annual basis,
from 2000 to 2004. In fact, builders
broke ground on 6,200 units in 2004,
a level not seen since 1992. But with
GDP growth starting to weaken and
months’ supply beginning to climb
(it had bottomed out at 0.4 months
in 2002), builders retreated from
the market in 2005. Over the next
three years, they reduced housing
starts by an average of 5.7 per cent
per year, bringing them back down
below 5,200 units by 2007.

Increased demand did not imme-
diately bring about stronger price
growth. From 2000 to 2002, new
home prices increased by a modest
average of 3 per cent per year.

However, by 2003, the continued
tightness in the market began to
drive up new home prices. Over
the next five years, the price of a
new home increased by a total of
$46,000—an annual average rate
of 5.7 per cent—to hit $191,200
in 2007.

Interestingly, as the economy
started to waiver last year, housing
starts bounced back, rising by 2.1 per
cent. This growth was partly driven
by strong increases in Québec City’s
population through both 2007 and
2008—the biggest growth rates
recorded for the region in 15 years.
In turn, price growth remained
strong in 2008, at 5.3 per cent.

Chart 3—Resale Housing Price Chart 4—New Housing Price
and Sales-to-New-Listings Ratio and Months’ Supply
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Sources: The Conference Board of Canada; CMHC Housing Time Sources: The Conference Board of Canada; CMHC Housing Time
Series Database; Canadian Real Estate Association. Series Database.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Real GDP at basic prices 23,528 24,208 24659 24817 25435 26,122 26,826 27,531
(2002 $ millions) 25 2.9 1.9 06 2.5 2.7 2.7 26
Total employment (000s) 377 386 390 390 391 398 402 409
0.3 24 1.1 0.0 0.3 1.7 12 1.6

Unemployment rate 52 5.0 45 5.4 5.7 54 5.2 5.1
Personal income per capita 34,039 35,607 36,988 37,281 38,292 39,717 41122 42,849
4.0 46 39 08 27 3.7 35 42

Population (000s) 721 729 736 743 749 754 760 765
08 1.1 1.0 08 08 08 07 07

Retail sales ($ millions) 10,373 10,838 11,449 11,404 11,887 12,386 12,891 13,523
54 45 56 -04 42 42 4.1 49

Inflation rate 1.7 1.3 2.1 0.4 2.4 2.1 2.0 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.
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Demand is expected to be lower
this year as population growth returns
to less than 1 per cent. In addition,
weak local labour market activity
and the global economic recession
are hurting consumer confidence.
As a result, housing starts are fore-
cast to fall from 5,300 units in 2008
to 4,100 units this year, a 21.5 per

cent drop. Despite the decline in
starts, months’ supply is still expected
to jump from 1.4 months last year
to 1.9 months in 2009. At the same
time, population growth will con-
tinue to be modest. Accordingly,
starts will keep falling through the
medium term, down 2.7 per cent on
an average annual basis. Likewise,

the average price of a new home is
forecast to fall by 1.2 per cent in
2010 and 1.6 per cent in 2011.
Price growth is then expected to
resume, at a modest 1.5 per cent
per year through the remaining two
years of the forecast period.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 5,246 5172 5,278 4,145 3912 3,753 3,734 3,747
-11.8 -14 21 215 5.6 —4.1 0.5 04
Singles 2,246 2,117 1,997 1,694 1,649 1,571 1,550 1,517
-11.8 5.7 5.7 -15.2 2.6 4.8 -1.3 2.1
Multiples 2,999 3,055 3,282 2,451 2,263 2,182 2,184 2,231
-11.8 19 74 -25.3 7.7 -36 0.1 2.1
Under construction 2,074 2,178 2,947 2,021 1,722 1,570 1,467 1,451
-21.6 5.0 35.3 =314 —14.8 -8.8 6.6 -1.1
Housing completions 5,922 4,442 5,486 4875 3,963 3,781 3,638 3,622
=37 -25.0 235 —11.1 -18.7 4.6 -3.8 -04
Singles 2,308 2,162 1,983 1,878 1,614 1,595 1,527 1,500
-10.8 -6.3 -8.3 -53 —14.1 -12 —4.3 -1.8
Multiples 3,614 2,280 3,503 2,997 2,350 2,186 2,111 2,122
15 -36.9 536 -144 -21.6 -7.0 -34 05
Newly completed and unabsorbed 651 615 601 791 478 429 500 542
13.1 =55 2.3 31.6 -395 -104 16.8 84
Absorptions 5,690 4723 5,222 5,011 4,233 3,727 3,564 3,604
—4.8 -17.0 10.6 4.0 —15.5 -11.9 4.4 11
Months’ supply 14 1.6 14 19 1.4 1.4 1.7 18
New housing price 183,878 191,176 201,357 204,959 202,521 199,281 202,270 205,304
52 4.0 53 18 -12 -16 15 1.5

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Unit sales 7,685 8,110 8,003 7,459 7,291 7372 7,514 7,674
-1.0 55 =13 -6.8 2.3 1.1 1.9 2.1

Dollar volume sales ($ millions) 1,219 1,437 1,546 1,468 1,393 1,388 1,440 1,497
45 17.9 7.6 =50 5.1 -04 3.8 4.0

New listings 12,229 11,514 12,663 16,391 14,806 14,389 14,746 14710
5.1 -5.8 10.0 294 —9.7 28 2.5 -02

Sales-to-new-listings ratio 63 70 63 46 49 5 5 52
Resale price 158,959 177,499 193290 196,899 191,110 188,244 191,632 195,081
5.6 11.9 8.9 1.9 2.9 -15 1.8 1.8

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

After years of disappointing
results, Montréal’s economy is
weakening further in 2009, falling
into recession for the first time since
1991. The global economic down-
turn is having a major negative effect
on the Montréal economy, given
that several of its key industries are
highly export-oriented and therefore
sensitive to international business
cycle conditions. In particular, the
manufacturing sector is expected to
post its ninth consecutive annual
output decline. All in all, real GDP
in the Montréal census metropolitan
area is expected to decline by 0.5 per
cent in 2009, before bouncing back
with a 2.4 per cent gain in 2010.

Housing Outlook

EXISTING HOUSING MARKET
Except for a 3 per cent decline

in 2003, Montréal’s resale home

market enjoyed a 12-year stretch of

Chart 1—Housing Starts

B Singles CI Multiples

The gloomy economy, combined with historically high home prices,
will result in lower demand for housing in Montréal this year. Housing
starts are expected to drop by 16.6 per cent, and unit sales of existing
homes by 15.2 per cent. As prices ease and real GDP growth improves
in 2010, the resale market will begin to recover. By 2011, sales of
existing homes are forecast to resume their upward climb through the
medium term. However, the relatively more expensive new home market
is expected to see housing starts decline through to 2013.

growth from 1996 to 2007, with unit
sales going from 16,900 units in
1995 to 44,200 units in 2007. Much
of the growth in the last half of the
1990s was brought on by strong
economic fundamentals, as well as
pent-up demand. As GDP growth
began to wane in the early part of
this decade, demand continued to
grow, lifted by lower interest rates.
But sellers were not initially enticed
into the marketplace. The sales-to-
new-listings ratios climbed steadily
from 1996 to 2002, peaking at
104.9 that year.

Stronger price growth after 2002
finally brought sellers around. Average
resale prices grew by 15.7 per cent
per year, on average, from 2002 to
2004, and then by an average of more
than 6 per cent over the next three
years—a far cry from the 2.8 per
cent average recorded from 1996 to
2001. By 2007, the average price of
an existing home in Montréal was
almost $250,000, nearly double its
value in 2000. Accordingly, by 2007,

the sales-to-new-listings ratio had
fallen back to 60.9 per cent—a move
toward a more balanced market.

Not surprising, with pent-up
demand satisfied and economic
growth weakening further, unit sales
dropped 7.4 per cent in 2008. Demand
was also hampered by the decline in
affordability in recent years. Mortgage
payments as a percentage of house-
hold income hovered around 14 to
15 per cent at the start of this decade.
By the end of 2007, this ratio had
reached 23.3 per cent. Weaker price
growth helped to bring the ratio
back to 22 per cent in 2008.

With Montréal in a recession this
year, the resale market is expected
to weaken further. Unit sales are
forecast to fall 15.2 per cent in 2009
and a further 0.8 per cent in 2010.
However, increases in new listings
will force the sales-to-new-listings
ratio down to 44 per cent this year.

Chart 2—House Price Growth (% change)
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As Montréal’s economy begins to
improve in late 2010, so too will its
resale market. But unit sales growth
will be modest, at an average of
1.6 per cent per year between 2011
and 2013. This growth will help
push the sales-to-new-listings ratio
back up to 47 per cent by the end
of the forecast, in 2013.

Resale prices increased a mod-
erate 3.6 per cent in 2008, despite
the decline in unit sales for the sec-
ond consecutive year. This year is
expected to bring a 0.7 per cent
price drop, however, followed by
a further 2.8 per decline next year.
Once the market picks back up,
prices will start to increase again as

well. Over 2011 to 2013, the price of
an existing home is expected to rise
by an annual average of 1.9 per cent.

NEW HOUSING MARKET
Through most of the first half
of this decade, activity was brisk
in Montréal’s new home market
as well. Housing starts rose by an
annual average of 20 per cent from
1999 to 2004, up to 28,500 units.
Demand for new homes was spurred
on by pent-up demand from the
previous decade and lower interest
rates after 2001. However, even at
this pace, starts barely kept up with
the increase in demand, with months’
supply hovering between 0.9 months
and 1.6 months.

By 2001, the tightness in the
new home market was pushing up
prices, which increased an average
of 6.1 per cent from 2001 to 2004.
Unfortunately, the rapid rise in new
home prices and weak economic
growth began to take their toll on
the new home market starting in
2005. Lower demand resulted in
builders retreating from the market
in three of the past four years.
Accordingly, by the end of 2008,
housing starts had slipped back to
an annualized 18,200 units, nearly
10,000 units less than at the start of
the year. The drop in demand also
increased months’ supply in the
market. As a result, price growth
began to slow, dropping to a more

Chart 3—Resale Housing Price Chart 4—New Housing Price
and Sales-to-New-Listings Ratio and Months’ Supply

1 Price ($) — Ratio O Price ($) — Months’ supply
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Sources: The Conference Board of Canada; CMHC Housing Time Sources: The Conference Board of Canada; CMHC Housing Time
Series Database; Canadian Real Estate Association. Series Database.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 117,522 120,132 121,339 120,751 123,707 127,432 131,022 134,565
(2002 $ millions) 15 22 1.0 0.5 24 3.0 28 2.7
Total employment (000s) 1,856 1,902 1,898 1,879 1,887 1,923 1,945 1,975
1.8 25 -02 -1.0 04 19 1.1 1.6
Unemployment rate 8.4 7.0 74 8.9 8.7 79 7.7 74
Personal income per capita 32,656 33,929 34,982 35,023 35,937 37,297 38,557 40,101
44 39 3.1 0.1 26 38 34 4.0
Population (000s) 3,669 3,696 3,725 3,758 3,792 3,827 3,863 3,899
0.9 07 08 09 0.9 09 09 09
Retail sales ($ millions) 39,533 40,860 42223 41,705 43488 45499 47,485 49,946
37 34 3.3 -12 43 46 44 52
Inflation rate 1.7 1.6 2.1 05 2.4 2.1 2.0 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.
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modest 4.5 per cent per year on
average from 2006 to 2008.

The recession in Montréal will
bring a further 16.6 per cent drop in
housing starts for 2009 and result in
a 1.5 per cent drop in prices—the
first since 1997. As the economy
regains its footing, a more modest

6.4 per cent drop in starts is expected
for 2010, while prices are forecast
to drop another 1.5 per cent. This
will bring starts to 17,400 units
next year and new home prices to
$286,700—still relatively high by
historical standards, and in the case
of prices, still higher than in the
resale market. Accordingly, starts will

continue to fall, albeit at a slower
pace, through the medium term,
aligning themselves with demo-
graphic fundamentals and helping
prices to edge up by 1.7 per cent
per year on average between 2011
and 2013.

Table 2—New Housing Market Indicators

2006 2007 2008 20091 2010f 2011f 2012f 2013f
Housing starts 22,735 23,455 22,308 18,596 17,406 16,604 16,438 16,401
-98 32 —4.9 -16.6 6.4 4.6 -1.0 -0.2
Singles 7,779 8,001 6,598 7,118 7,289 7,278 7,507 7,657
92 2.9 -17.5 7.9 24 -0.1 3.1 2.0
Multiples 14,955 15,454 15,710 11,479 10,117 9,326 8,931 8,745
-10.0 3.3 1.7 -26.9 -11.9 -7.8 —42 =21
Under construction 17,088 15,120 15,184 12,926 11,476 10,420 10,232 10,475
28 -11.5 04 -14.9 -11.2 -92 -1.8 24
Housing completions 24,143 24,361 23,808 19,867 17,764 17,060 16,337 16,181
—6.1 09 2.3 -16.6 -10.6 4.0 4.2 -1.0
Singles 8,344 7,720 7,364 6,716 7,099 7,362 7,384 7,568
—10.1 -7.5 —4.6 -8.8 57 37 03 25
Multiples 15,799 16,641 16,444 13151 10,665 9,698 8,953 8,613
-3.8 53 -12 -20.0 -18.9 -9.1 7.7 -38
Newly completed and unabsorbed 4,196 4,787 4,647 4,054 2,826 2,513 2,596 2,673
25.6 14.1 -2.9 -12.8 -30.3 -11.1 B8 3.0
Absorptions 22,632 24,885 23,485 21134 18,754 17,027 16,198 16,178
-98 10.0 5.6 -10.0 -11.3 -92 —4.9 0.1
Months’ supply 2.2 2.3 2.4 2.3 18 18 19 2.0
New housing price 270,081 281,659 295491 291124 286,693 290,420 295938 301,561
42 43 49 -15 -1.5 1.3 1.9 19

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Unit sales 39,695 44176 40916 34,697 34421 34938 35,574 36,221
0.3 11.3 ~74 -152 -0.8 15 1.8 1.8
Dollar volume sales ($ millions) 9,274 10,998 10,558 8,883 8,573 8,839 9,179 9,531
6.3 18.6 4.0 -15.9 =345 3.1 38 38
New listings 73,536 72,560 76,491 78,755 76515 76,244 76,635 76,886
3.3 -1.3 54 3.0 2.8 -04 05 0.3
Sales-to-new-listings ratio 54 61 53 44 45 46 46 47
Resale price 233,640 248,972 258,037 256,156 249,056 253,000 258,011 263,121
6.1 6.6 36 -0.7 2.8 1.6 2.0 2.0

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

After posting its weakest growth
since the deep recession of the early
1990s last year, Toronto’s economy
is now set to fall by 1.6 per cent in
2009. The manufacturing sector is
being hit by a dramatic fall in domes-
tic and international demand, brought
on by the global economic downturn
that began last fall. And a significant
decline in new home construction
is choking off construction activity.
Even the services sector is expected
to contract this year. But with the
Canadian and world economies fore-
cast to improve beginning in late
20009, real gross domestic product is
forecast to rise 2.9 per cent next year.

Housing Outlook

EXISTING HOUSING MARKET
Toronto’s resale housing market
grew rapidly from 2001 to 2004, on
the heels of a brisk economic expan-
sion in the last half of the 1990s.

Chart 1—Housing Starts

B Singles CI Multiples

In the grips of a recession, Toro
housing markets are being hard hit
starts are forecast to plummet 35.3

will also decline in each of 2009 an
each market since the mid-1990s.

nto’s economy is forecast to shrink

by 1.6 per cent in 2009. Not surprisingly, both the resale and the new

as well. Unit sales of existing

homes are expected to drop by 18.4 per cent this year, while housing

per cent. Prices in the two markets
d 2010—the first price declines for

Demand was also helped by lower
interest rates after 2001. Overall, unit
sales increased 10.2 per cent per year,
on average, during this period. Higher
demand resulted in stronger price
growth as well—from 2002 to 2004,
existing home prices increased by an
average of 7.8 per cent annually. This
led to an influx of new sellers into
the marketplace, pushing the sales-to-
new-listings ratio down 8 percentage
points to 58 per cent by 2004.

By 2005, several consecutive
years of modest real GDP growth
began to take their toll on housing
demand, as unit sales grew by only
1.9 per cent, and then fell by 1.2 per
cent in 2006. Price growth remained
strong, however, at an average of
5.8 per cent per year. This was enough
to keep sellers interested in the mar-
ket, driving the sales-to-new-listings
ratio down further, to 54 per cent.

A short-lived upswing led to unit
sales of existing homes strengthening
by 12.5 per cent in 2007 and prices
by 7.2 per cent, even as real GDP

growth slowed further. But once
cracks began to appear in the global
and local economies, buyers started to
disappear quickly last year. Buyers
were also turned off by declining
affordability—by the final quarter
of 2007, monthly mortgage pay-
ments as a per cent of household
income had risen to 25.9 per cent,
up from 18.6 per cent in 2001.
Further hampering sales last year
was a new land transfer tax. Unit
sales dropped 20.4 per cent last
year, and a further 18.4 per cent
drop is expected in 2009. At the
same time, average resale prices,
which only eked out a 0.6 per cent
gain in 2008, are now forecast to
fall by 4.8 per cent this year.

Unit sales will begin a slow road
to recovery in 2010, with growth
of 5 per cent, as economic growth
improves. But average resale prices
are forecast to fall another 1.7 per
cent in 2010, before posting a modest
1.7 per cent increase in 2011.

Chart 2—House Price Growth (% change)
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NEW HOUSING MARKET
Substantial growth in Toronto
economy’s in the late 1990s resulted
in a sharp increase in demand in the
new home market as well—although
much earlier than in the resale market.
Housing starts rose by 19.3 per cent

on an average annual basis from
1996 to 2000. And while economic
growth began to slow through the
early part of this decade, lower
interest rates kept the demand for
new homes from falling, with starts
growing by an average of 5.5 per
cent per year from 2001 to 2003.

Even though months’ supply in the
new home market hovered between
a low 0.4 months and 0.8 months

over 1996 to 2003, there were no
significant price increases until after
2002. New home prices averaged
growth of only 2.6 per cent annu-
ally over 1997 to 2002. In 2003, the
growth in new home prices jumped
to 4.7 per cent.

By 2004, demand in the new
home market began to slow appre-
ciably, as real GDP growth was still
relatively modest. In response,
builders reduced starts in each year
from 2004 to 2007, down an average
of 7.5 per cent annually. This lower
supply helped to keep price growth
high initially, at 5.9 per cent in 2004
and 4.5 per cent in 2005, pushing
average new home prices in Toronto

above $500,000 for the first time in
2006, and putting additional down-
ward pressure on demand.

Although overall economic
growth deteriorated further last year,
housing starts climbed 29.2 per cent.
But that number was almost entirely
due to a huge increase in multiple-
unit housing starts in the first quar-
ter of the year, brought about by the
construction of a number of new
high-rise buildings in the downtown
core, many of which had been pre-
sold under better market conditions.
Accordingly, starts had already
fallen back by 10,000 annualized
units by the final quarter of 2008.

Chart 3—Resale Housing Price Chart 4—New Housing Price
and Sales-to-New-Listings Ratio and Months’ Supply

B Price (§) — Ratio 1 Price ($) — Months’ supply
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Sources: The Conference Board of Canada; CMHC Housing Time Sources: The Conference Board of Canada; CMHC Housing Time
Series Database; Canadian Real Estate Association. Series Database.

Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 214,402 220,313 220,884 217455 223799 234452 244993 255,796
(2002 $ millions) 3.0 28 0.3 -16 29 48 45 44
Total employment (000s) 2,802 2,866 2,921 2,899 2917 3,007 3,084 317
1.4 2.3 1.9 0.8 0.6 3.1 26 28
Unemployment rate 6.6 6.8 6.9 8.3 8.4 78 73 7.0
Personal income per capita 36,542 37,661 38,867 39,010 39,878 41,377 42,842 44 487
44 3.1 32 04 22 38 35 3.8
Population (000s) 5,424 5,510 5,607 5,680 5,765 5,884 6,011 6,147
21 16 1.8 1.3 15 21 22 2.3
Retail sales ($ millions) 55,077 57,984 60,344 58,349 61,001 64,752 68,793 73,442
32 53 4.1 -33 45 6.1 6.2 6.8
Inflation rate 1.6 19 2.4 0.8 2.3 2.1 2.0 2.0

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.
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Now that Toronto is in the middle
of a full-blown recession, housing
starts are expected to drop a whop-
ping 35.3 per cent in 2009, down to
27,700 units—their lowest level
since 1998. But as the economy
starts to regain its footing in 2010,
the new housing market will also

improve. Starts are forecast to remain
on an upward trend through the
medium term, moving more in line
with demographic requirements:
population growth in the region
will be boosted by stronger net
international and net interprovincial
migration over the next few years.

New home prices will take a bit
longer than starts to recover. The
average price of a new home is
expected to slip by 1.8 per cent this
year and by an additional 1.5 per
cent in 2010. Growth in new home
prices will then average 2 per cent
per year from 2011 to 2013.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 37,418 33,166 42,866 27,732 33,426 39,812 42,365 45340
-9.2 -114 292 -35.3 20.5 19.1 6.4 7.0
Singles 14,222 14,719 11,551 9,361 11516 14,308 15,515 16,796
—9.3 35 215 -19.0 23.0 242 84 8.3
Multiples 23,195 18,447 31,314 18,370 21910 25,504 26,850 28,544
9.1 =205 69.8 —41.3 19.3 164 53 6.3
Under construction 41,880 43,238 48,350 38,126 45,630 52,420 54,424 55320
0.8 32 11.8 =21.1 19.7 14.9 38 1.6
Housing completions 38,121 30,357 36,258 28,302 33,545 39,938 42503 45,408
-3.0 -204 19.4 -21.9 18.5 19.1 6.4 6.8
Singles 14,779 14,082 13,882 9,365 1514 14,332 15,515 16,783
-12.6 —4.7 -14 -32.5 22.9 245 83 82
Multiples 23,342 16,275 22,376 18,937 22,032 25,607 26,988 28,625
43 -30.3 375 -154 16.3 16.2 54 6.1
Newly completed and unabsorbed 1,443 1,226 1,216 1,427 1,459 1,815 2,267 2,585
-31.6 -15.0 -0.8 174 22 24.5 24.9 14.0
Absorptions 38,298 30,827 36,0716 28,092 33,406 39,410 42,085 45,264
=33 -195 17.0 -22.1 18.9 18.0 6.8 7.6
Months’ supply 0.5 05 0.4 0.6 05 0.6 0.6 0.7
New housing price 504,949 518,619 537,010 527,136 519433 528264 539,886 551,763
3.8 27 35 -1.8 -15 1.7 22 22

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Unit sales 75,488 84,947 67,590 55163 57,913 59,758 61,859 64,024
-1.2 125 204 -184 5.0 32 36 35

Dollar volume sales ($ millions) 27,481 33,166 26,626 20,622 212713 22,328 23,601 24,944
3.8 20.7 -19.7 -22.6 32 5.0 5.7 57

New listings 139,903 137,940 144595 146,218 124,651 119,632 123,435 128,020
3.8 -14 48 1.1 —-14.7 —4.0 32 37

Sales-to-new-listings ratio 54 62 47 38 46 50 50 50
Resale price 364,102 390,157 392,665 373,739 367,327 373614 381513 389,577
52 72 06 —4.8 -1.7 1.7 2.1 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

Ottawa—Gatineau’s economy
had its worst showing since the mid-
1990s last year, and is expected to
post an even poorer result in 2009.
While the public sector recorded a
solid gain last year, the manufacturing
and the commercial services sectors
both saw significant declines. Manu-
facturing output is forecast to fall by
a further 4.3 per cent in 2009, while
output in commercial services—which
includes high-tech services—is pro-
jected to drop by 1.1 per cent in 2009.
A strike that shut down Ottawa’s
public transit system from early
December 2008 through late January
2009 also contributed to the biggest
quarterly total output drop since 1991.
The effects of the global economic
downturn will slow the region’s
GDP growth from 1.2 per cent in
2008 to 0.2 per cent in 2009.

Chart 1—Housing Starts

B Singles CJ Multiples

Economic growth in the Ottawa—Gatineau census metropolitan area
is expected to slow to a disappointing 0.2 per cent in 2009, pulled down
by weakness in the world economy. As a result, sales in the existing
home market will continue to decline this year, dropping by 8.6 per
cent, while housing starts contract by 27.5 per cent. In turn, prices in
both markets are expected to fall as well—resale prices are set to drop
by 1.9 per cent and new home prices by 0.9 per cent.

Housing Outlook

EXISTING HOUSING MARKET

Ottawa—Gatineau’s existing home
market ended a 12-year period of
rapid expansion last year. Aside from
a small decline in 2005, unit sales of
existing homes increased an average
of 9.4 per cent annually from 1996 to
2007. Demand was initially spurred
on by solid economic growth in the
region. And while a downturn hit
Ottawa—Gatineau’s high-tech industry
early in this decade, pulling real
GDP growth down with it, interest
rates moved lower around the same
time, helping to keep demand in the
resale home market hot.

From 2000 onward, the increase
in demand also resulted in higher
price growth. Existing home prices
rose by an average of 7.7 per cent
per year between 2000 and 2007,
bringing them to just over $250,000
in 2007—a total gain of more than
$100,000. This was good news for
sellers, prompting an increased
number of them to enter the market.

12,000

Accordingly, despite the strength on
the demand side, by 2007 the sales-to-
new-listings ratio had fallen 6 per-
centage points since 2000, down to
63 per cent.

As GDP growth slipped further
last year, the existing home market
finally showed signs of weakness.
Unit sales dropped 6.4 per cent,
pushing the sales-to-new-listings
ratio down a further 6 percentage
points to 56 per cent. However,
price growth remained fairly strong
at 6.2 per cent. The recent accelera-
tion in prices has meant reduced
affordability in Ottawa—Gatineau’s
resale home market, which is likely
contributing to reduced demand now
as well. At the start of this decade,
monthly mortgage payments as a
per cent of household income were
12.3 per cent. By last year, the ratio
had climbed to 17.8 per cent.

With the economy expected to
contract this year, unit sales of exist-
ing homes are forecast to continue
falling through 2009 and 2010, down

Chart 2—House Price Growth (% change)
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by 8.6 per cent and 2.3 per cent,
respectively. Resale prices will also
decline this year and next, by 1.9 per
cent and 1.7 per cent—the first price
drop in 11 years. These lower prices
will discourage sellers from entering
the market. Lower demand for exist-
ing homes will also help to keep the
sales-to-new-listings ratio between
50 and 52 per cent from 2010 to
2013, signalling a balanced market.

NEW HOUSING MARKET

The new home market in
Ottawa—Gatineau also grew at a
blistering pace between 1996 and
2002. As in the resale market, demand
was holstered by strong economic
growth as well as pent-up demand
from the previous decade. In level

terms, housing starts jumped from
3,300 units in 1995 to 10,300 units
by 2002, an annual average increase
of 18 per cent per year. Despite this
growth in starts, months’ supply in
the market fell from 3.5 months to
0.6 months, indicating that the growth
in demand was even stronger than
the increase in supply. As a result,
by 2000, the tightness in the market
was driving up price growth as well.
New home prices rose by 8.9 per cent
on an average annual basis from
2000 to 2002.

The next four years were a bit of
a see-saw ride for the new home mar-
ket. Even though real GDP growth
held fairly steady, hovering around
2.5 per cent, starts increased and

decreased wildly from year to year
as builders responded to changing
demand. In effect, months’ supply
stayed in the 0.5 months to 1 month
range during this period. This led to
more moderate, albeit still healthy,
price increases as well. The price of
a new home grew an average 4.5 per
cent per year from 2003 to 2006.

Starts resumed their upward
trend in 2007, rising for the second
year in a row, up by 4.7 per cent.
This pattern continued into 2008 as
well. Although housing starts eased
in the second half of 2008, a blis-
tering first half propelled them to a
13.3 per cent increase for the year
as a whole. The multiples segment
was responsible for the surge in

Chart 3—Resale Housing Price
and Sales-to-New-Listings Ratio

Chart 4—New Housing Price
and Months’ Supply
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Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 43,734 44,853 45,381 45,455 46,674 48,003 49,392 50,820
(2002 $ millions) 3.2 26 12 02 2.7 2.8 2.9 29
Total employment (000s) 643 652 670 667 672 683 694 707
4.0 13 2.8 0.5 08 15 16 19
Unemployment rate 52 5.2 48 58 58 56 515 54
Personal income per capita 38,626 40,578 42224 42781 44087 45542 47,151 48,993
49 5.1 4.1 1.3 3.1 3.3 45 3.9
Population (000s) 1,163 1,169 1,175 1,183 1,192 1,203 1,216 1,230
1.0 05 05 07 08 09 1.1 1.1
Retail sales ($ millions) 13,725 14,311 15,029 15,107 15,760 16,411 17,143 17,992
47 43 5.0 05 43 4.1 45 50
Inflation rate 1.7 19 2.2 05 2.3 2.1 2.0 2.0
Italics indicate percentage change.
Sources: The Conference Board of Canada; Statistics Canada.
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growth, as starts of multi-family
units reached their highest level
since the mid-1980s. Construction
of less affordable single-family
units, on the other hand, increased
by just 3.0 per cent.

The weakness in the new home
market is expected to gain momentum
in 2009, in line with the slowdown
in the overall economy. Starts are
forecast to drop by 27.5 per cent this
year as a result, down to 7,500 units.
This decline will help to put starts
back in line with demographic
requirements.

Growth in new home prices
weakened through 2007 and 2008,
decelerating to an annual average
of 2.8 per cent. Average prices are
now set to decline in 2009 as the
demand for new homes softens,
dropping by 0.9 this year and by
an additional 2.1 per cent in 2010.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 8,775 9,188 10,406 7,542 7,896 7,968 7,986 7,927
25.0 47 13.3 =275 47 09 02 0.7
Singles 3,694 3,980 4100 3,090 3,291 3,468 3,443 3,165
5.9 7.7 3.0 -24.6 6.5 54 0.7 -8.1
Multiples 5,081 5,208 6,306 4,452 4,605 4,500 4,543 4,762
439 25 21.1 -294 34 2.3 1.0 48
Under construction 4,631 5,688 6,713 4,618 4,098 3,850 3,673 3,660
7.5 22.8 18.0 =312 -11.3 —6.1 —4.6 -04
Housing completions 8,199 8,310 9,539 8,885 7,798 8,068 7,970 7,904
—1.1 14 14.8 -6.9 122 35 -1.2 -0.8
Singles 3,574 3,566 4,049 3,532 3,219 3,433 3,460 3,305
-10.7 -02 135 -12.8 -89 6.6 08 —4.5
Multiples 4,625 4,744 5,490 5,353 4,579 4,635 4510 4,599
7.8 26 15.7 =25 145 12 2.7 2.0
Newly completed and unabsorbed 607 691 667 928 432 436 678 789
-135 13.8 -35 392 -534 08 55.6 16.3
Absorptions 8,429 8,121 9,700 8,690 8,216 7,881 7,761 7,857
813 =37 194 -104 55 —4.1 -15 1.2
Months’ supply 0.9 1.0 0.8 13 0.6 0.7 1.0 12
New housing price 343104 349131 362282 358,993 351489 356,762 364,254 371,903
3.1 18 3.8 -0.9 2.1 15 21 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Unit sales 18,471 19,541 18,298 16,716 16,340 16,617 16,867 17,120
49 5.8 —6.4 -8.6 2.3 1.7 .5 1.5

Dollar volume sales ($ millions) 4,356 4,887 4,861 4354 4184 4315 4,458 4,607
92 122 -0.5 -104 -39 3.1 43 33

New listings 31,996 30,912 32,7116 37,036 32,539 31813 32,746 33,673
—0.1 -34 58 132 -12.1 =22 29 28

Sales-to-new-listings ratio 58 63 56 45 50 52 52 51
Resale price 235,843 250,132 265550 260,520 256,072 259,657 264,330 269,088
4.1 6.1 6.2 -1.9 -1.7 14 18 1.8

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

Lower energy prices and the
global economic downturn are fore-
cast to prompt a 0.1 per cent decline
in real gross domestic product during
2009, Calgary’s first economic con-
traction since 1989. However, the
beginnings of a recovery are expected
to take hold later this year, positioning
Calgary for a 3.2 per cent real GDP
rebound in 2010. In turn, employ-
ment is forecast to contract 0.6 per
cent this year, the first dip since 1992,
but rebound 0.9 per cent in 2010.
The unemployment rate is expected
to rise to 4.8 per cent this year and
then further to 5.1 per cent in 2010
as the size of the labour force expands.

Housing Outlook

EXISTING HOUSING MARKET
Calgary’s existing housing market
is downshifting rapidly, with listings
advancing steadily but sales falling
sharply. This has quickly shifted the

Chart 1—Housing Starts

prices. Persistent, albeit moderate,

Falling energy prices will prompt Calgary’s first economic contrac-
tion in two decades this year. Already, housing markets are responding
to this slowdown with housing starts, sales of existing homes, and
resale prices all dropping. Starts are forecast to hit a 17-year low this
year and remain below recent peaks in the medium term. Resale
volumes fell sharply last year and are expected to post a similar
decline in 2009. Such slowing demand is already trimming resale

population growth and economic

recovery will eventually restore health to the housing market.

market from a sellers’ position to one
favouring buyers, shaving average
prices last year after they had more
than doubled in the six years to
2007. Although average prices will
decline further this year, they will
generally stabilize in 2010 and rise
modestly between 2011 and 2013.

Local existing housing demand
is in a sharp downdraft, with 2008’s
28 per cent sales decline setting the
stage for a forecast 25 per cent drop
this year. Last year ended badly, with
seasonally adjusted fourth-quarter
sales off 36 per cent from the prior
quarter, the biggest quarterly
decrease since mid-1990. The
17,400 resale transactions expected
in 2009 will be the fewest since
1995 and well below the 2006 peak
near 33,000 units. This year should
mark the trough, as sales are fore-
cast to rise 12.3 per cent in 2010.
Continued moderate transaction
increases are expected through 2013
but not to peak levels.

A rising supply of new listings,
attracted by this decade’s strong price
growth, is greatly contributing to
market cooling. Although new listings
rose only 3.7 per cent in 2008, this
followed hikes of 12.3 per cent and
21.2 per cent in 2006 and 2007
respectively. Last year’s all-time
high of 56,187 new listings com-
pared with an annual average near
37,800 new listings in the decade to
2007. Slowing demand is expected
to prompt vendors to reconsider their
sales decisions, cutting new listings
22.9 per cent this year, with further
small drops in 2010 and 2011.
Supply is forecast to grow modestly
again in both 2012 and 2013.

The run-up in listings combined
with declining sales to slice the
annual average sales-to-new-listings
ratio to 41 per cent in 2008, a figure
well into buyers’ market territory.
The drop from levels around 75 per
cent in 2005 and 2006 has been large
and rapid. Again, the year ended on

Chart 2—House Price Growth (% change)
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a weak note, with the fourth quarter’s
35.5 per cent ratio the lowest since
the second quarter of 1990. The
worst of the conditions facing home
sellers may be over, though, as this
indicator stabilized over the winter
and we expect it to hit 44 per cent by
year-end. The market will approach
balance in 2010, with a ratio of
about 49 per cent, and surmount
the 50 per cent hurdle in 2011.

The weakening market balance
has emboldened buyers to bid down
Calgary house prices. Last year, the
average house price fell 2.5 per cent,
the first decline since 1995. Price
patterns were mixed through the
year, however, as the fourth quarter
saw a modest advance. We believe

Chart 3—Resale Housing Price
and Sales-to-New-Listings Ratio

the average local price has further to
drop, though, and expect a 6.5 per
cent decline in 2009 before general
price stability returns in 2010. While
prices will rise slightly each year
from 2011 to 2013, they will not
regain the 2007 peak.

NEW HOUSING MARKET
Calgary’s new home market is
labouring under the same constraints
as its resale competitor. A sharp fall-
off in population growth will crimp
housing demand and new unit absorp-
tions in the short term, although
demographically driven housing
requirements will remain positive
over the longer term. As usual,
institutional market constraints, like
development agreements, contracts

with suppliers, and the need to retain
skilled labour, led to rising builder
inventories when the market slowed
last year. Still, stocks remain moder-
ate and should not pose a long-run
impediment to construction.

Absorptions of new homes actu-
ally rose 4.6 per cent last year, the
most since 2003. A big first-quarter
upsurge was responsible for the
increase, as activity slowed sharply
in the spring and picked up only
slightly in the autumn. The next two
years look very poor for new housing
demand, with absorptions forecast
to drop 27.5 per cent this year and
24.8 per cent in 2010. Even annual
growth averaging over 10 per cent
in 2011-2013 will leave absorption

Chart 4—New Housing Price
and Months’ Supply
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Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 60,438 62,770 63,562 63,513 65,525 68,192 70,907 73,502
(2002 $ millions) 7.1 39 1.3 0.1 32 4.1 4.0 37
Total employment (000s) 655 681 705 700 706 719 730 740
8.1 3.9 39 0.6 0.9 1.8 15 14
Unemployment rate 3.2 3.2 3.5 48 5.1 4.7 43 4.0
Personal income per capita 50,674 52,416 54327 54,743 56,010 57,653 59,384 61,275
11.1 34 36 08 2.3 29 3.0 32
Population (000s) 1,101 1,139 1,171 1,193 1,215 1,236 1,259 1,281
2.9 35 2.8 1.9 1.8 1.8 18 1.8
Retail sales ($ millions) 20,551 21,927 22,074 21,710 22,754 24,028 25384 26,949
16.4 6.7 0.7 -16 48 56 56 6.2
Inflation rate 46 5.0 3.2 0.8 2.3 2.2 2.1 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.
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volumes barely over 10,000, a big
climb down from volumes averaging
13,200 units between 2004 and 2008.

Accordingly, Calgary housing
starts have already fallen, with the
2008 level of 11,800 units the fewest
in seven years. Quarterly patterns
reveal the market’s true weakness, as

fourth-quarter volumes were 71 per
cent below the first quarter’s. Such
softness will persist through 2009,
with starts falling a sharp 46.5 per
cent to 6,300 units, the lowest level
since 1995. Ensuring years will see
a modest recovery, with 10,400 units
expected in 2013.

New home prices peaked later
than those for their resale counter-
parts, as the former’s average values
rose fractionally last year. But shrink-
ing demand is forecast to slice new
home prices by 7 per cent this year.
Prices will keep retreating in 2010,
but stabilize in 2011 and rise mod-
estly in 2011-2013.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 16,964 13,479 11,795 6,313 7,325 8,796 9,671 10,417
24.0 =205 125 —46.5 16.0 20.1 10.0 7.7
Singles 10,486 7,764 4411 3,999 4,757 5,640 6,110 6,465
20.5 -26.0 —432 -9.3 19.0 185 83 58
Multiples 6,478 5,715 7,384 2,313 2,568 3,156 3,561 3,953
302 -11.8 292 —-68.7 11.0 22.9 12.8 11.0
Under construction 12,936 14,619 13,795 8,244 5,439 5,442 5,950 6,587
34.9 13.0 5.6 —-40.2 -34.0 0.0 94 10.7
Housing completions 12,690 13,112 14,195 9,712 7,367 8,219 9,125 10,162
-1.0 3.3 83 =316 —24.1 116 11.0 114
Singles 8,181 9,149 6,908 4,008 4,490 5414 5,940 6,428
26 11.8 245 —42.0 12.0 20.6 9.7 82
Multiples 4509 3,963 7,287 5,705 2877 2,805 3,186 3,734
6.8 121 839 =21.7 —49.6 =25 136 17.2
Newly completed and unabsorbed 605 520 830 795 625 698 807 921
522 —-14.0 595 —42 214 116 15.6 142
Absorptions 13,092 13,138 13,747 9,970 7,495 8,081 9,012 10,064
0.8 0.3 46 =275 —-24.8 7.8 11.5 11.7
Months’ supply 0.6 05 0.7 1.0 1.0 1.0 1.1 11
New housing price 434763 505,055 508,298 472,862 449574 453170 460,874 468,709
436 16.2 0.6 -7.0 —4.9 08 1.7 1.7

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Unit sales 33,027 32,176 23,136 17,398 19,536 20,150 21,005 21,889
46 26 -28.1 -24.8 12.3 3.1 42 42

Dollar volume sales ($ millions) 11,450 13,323 9,376 6,596 7,389 7,728 8,209 8,717
44.6 16.4 -29.6 -29.6 12.0 46 6.2 6.2

New listings 44725 54,202 56,187 43,309 40,020 39,346 41518 43,618
12.3 212 3.7 -22.9 7.6 -17 55 5.1

Sales-to-new-listings ratio 74 59 4 40 49 51 51 50
Resale price 347,667 415410 405,086 378,935 378,213 383508 390,794 398,220
39.1 19.5 25 6.5 02 14 19 19

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

Edmonton’s economy has weak-
ened along with oil prices. Gross
domestic product rose only 1.5 per
cent in 2008, down from an average
of 5 per cent during the four previous
years. Employment growth fell to
3.6 per cent in 2008 from 6.7 per
cent in 2007, cutting net migration
to half 2007’s pace. GDP is expected
to shrink by 0.2 per cent this year
but then expand by 3.1 per cent in
2010. In turn, employment will fall
0.7 per cent this year and rise by
0.5 per cent in 2010. Meanwhile,
the unemployment rate will climb to
4.6 per cent this year and to 5.2 per
cent next year.

Housing Outlook

EXISTING HOUSING MARKET

The weak economy has led to a
correction in Edmonton’s market for
resale homes. Two straight years of

Chart 1—Housing Starts

A significant economic pullback,

largely following lower energy

prices, is crimping Edmonton’s housing markets. Starts, resale transac-
tions, and average prices are all forecast to decline in 2009. Next year
looks better for starts and sales, but the mopping up of resale inventory
will require additional price drops. While economic recovery and contin-
ued population growth will ultimately improve the housing market’s tone,
its three chief indicators—starts, resale sales, and prices—will remain
below their recent peaks over the next few years.

falling sales, combined with persist-
ently heavy new listings supply, have
shifted the market decisively in
favour of buyers. This prompted
Edmonton’s average resale price to
ease in 2008, with another drop
expected this year. Buyers” market
conditions are expected in 2010 as
well, before balance is restored in
2011. Price growth will remain
modest under these conditions.

Sales demand decayed at an
accelerating pace in 2008, with
volumes ending down 15 per cent,
more than double 2007°s 7 per cent
drop. This left 2008 sales under
17,400 units, a five-year low. A
further slide to 13,400 annualized
units in 2009’s first quarter provided
only a weak launch pad for the
year. Sales are thus forecast to post
another big, 13.7 per cent, drop to
15,000 units in 2009, but regain
some of this ground with a 5.6 per
cent gain in 2010. We expect sales
to average 16,600 units in 2011-2013,

slightly below the 1999-2008 aver-
age of 17,200 transactions.

New listings supply, meanwhile,
leapt 60 per cent to over 40,000 units
in 2007 as vendors sold into a strong
market. Listings remained near this
level last year as well, but tapered off
in 2008’s second half as sales soft-
ened. Still, such volumes remain
sky-high for a market that had aver-
aged 20,500 new listings annually
from 1980 to 2006 and had never
exceeded 26,300 units. Listings are
forecast to fall 16 per cent this year
and 4 per cent in 2010 as potential
vendors wait out the market’s cur-
rent softness.

The drop in sales, along with
listings’ sustained heights, has sliced
the sales-to-new-listings ratio from
an extreme sellers’ market reading
of 87 per cent in 2006 to a buyers’
market level of 43 per cent in 2008.
Last year actually ended relatively
well, with a fourth-quarter ratio of

Chart 2—House Price Growth (% change)
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42 per cent, the year’s second-best
quarterly reading. Still, a buyer’s
market ratio of 45 per cent is in the
cards this year. While movement
toward balance will begin next year,
as the ratio rises to 49 per cent, actual
balance, which occurs at a ratio near
53 per cent in this market, will not
quite be achieved during our fore-
cast period.

Movement to a buyers’ resale
market position always involves
slowing price growth. In Edmonton,
the brakes have been firmly applied,
as average prices fell 2 per cent in
2008, following hikes of 29 per cent
in 2006 and 36 per cent in 2007.
Indeed, Edmonton homeowners
enjoyed double-digit average price

Chart 3—Resale Housing Price

appreciation in four of the six years
to 2007. Last year’s entire price drop
occurred in the first three quarters,
since prices advanced slightly in the
autumn. Still, average prices are
forecast to drop 6 per cent this year
and another 1 per cent in 2010 before
stabilizing in 2011. Advances fore-
cast for 2012 and 2013 will nonethe-
less leave average prices below their
2007 peak.

NEW HOUSING MARKET

A reasonable medium-term eco-
nomic forecast suggests employment
gains will attract and retain migrants,
boosting Edmonton’s population
and keeping long-term new housing
requirements positive. Still, the near
term looks weak, with recent new-

and Sales-to-New-Listings Ratio

unit inventory run-ups depressing
construction. Housing starts in
Edmonton will begin a modest
rebound in 2010 but remain well
below peak levels.

Take-up, or absorption, of new
Edmonton houses managed to
exceed 10,000 units for the sixth
consecutive year in 2008, despite
a second straight annual drop.
Activity declined as the year pro-
gressed, with fourth-quarter absorp-
tions hitting a 23-quarter low of only
9,100 units annualized. Ongoing
economic softness and competition
from abundant resale supply are
expected to depress absorptions to
a nine-year low near 7,000 units in
2009 and to 6,200 units in 2010.

Chart 4—New Housing Price

and Months’ Supply
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Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 48,416 50,231 50,988 50,897 52,495 54,642 56,768 58,751
(2002 $ millions) 6.2 3.7 15 -02 3.1 4.1 3.9 35
Total employment (000s) 561 599 621 617 620 630 640 649
28 6.7 36 0.7 05 1.8 16 1.3
Unemployment rate 39 39 3.6 46 52 48 44 41
Personal income per capita 41,163 42,904 44547 44,966 45914 47,354 48,891 50,517
9.1 42 38 09 21 3.1 32 33
Population (000s) 1,052 1,081 1,105 1,123 1,139 1,156 1,172 1,189
2.7 2.8 22 1.6 15 14 14 14
Retail sales ($ millions) 18,008 19,238 19,229 18,955 19,966 21,087 22,258 23,593
14.1 6.8 0.0 -14 53 56 56 6.0
Inflation rate 3.1 48 34 0.6 2.3 2.2 2.1 2.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

The Conference Board of Canada



Recovery, beginning in 2011, will
lift absorptions above 7,900 units
by 2013.

Dipping new housing demand
sliced housing starts to an eight-year
low under 6,800 units in 2008, more
than 50 per cent below peak levels
in 2006 and 2007. What is more,
the year ended with annualized

fourth-quarter starts less than half of
the first quarter’s, setting the stage for
more weakness. Indeed, Edmonton
housing starts are expected to hit a
12-year low of 5,300 units in 2009,
before bouncing back moderately to
6,300 units in 2010. Volumes are
forecast to rise subsequently, but
remain below 8,500 units, even

by 2013.

Unsurprisingly, weakening
demand is expected to cause a 7.5 per
cent dip in new house prices this year
and a further 5.9 per cent fall in
2010. Ensuing modest price growth
is forecast to leave Edmonton’s aver-
age new home price in 2013 nearly
10 per cent behind its 2008 peak.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 14,994 14,913 6,771 5,320 6,302 7,232 8,019 8,486
13.9 -0.5 -54.6 214 18.5 14.8 10.9 58
Singles 9,105 7,669 2,662 2,975 3,652 4,261 4,746 5,033
19.7 -15.8 —65.3 11.8 22.7 16.7 11.4 6.0
Multiples 5,889 7,243 4,109 2,344 2,651 2,971 3,273 3,452
58 23.0 —43.3 —42.9 13.1 12.1 102 55
Under construction 12,079 14,896 13,976 6,354 4,804 4,887 5,315 5,822
292 233 -6.2 -54.5 244 1.7 88 95
Housing completions 12,175 11,839 11,217 6,698 5,769 6,452 7,339 8,104
7.8 2.8 5.3 —40.3 -13.9 11.8 13.8 104
Singles 7,044 7,641 6,224 2,667 3,370 3,984 4,526 4,961
29 85 -185 =57.1 26.3 182 13.6 96
Multiples 5,131 4,198 4,993 4,030 2,399 2,468 2,814 3,143
15.4 -182 18.9 -19.3 405 29 14.0 11.7
Newly completed and unabsorbed 1,247 854 1,360 1,361 877 788 994 1,216
-33.1 =315 59.3 00 -35.5 -10.1 26.1 22.3
Absorptions 12,876 11,677 10,804 7,014 6,186 6,376 7,093 7,910
12.6 -9.3 7.5 -35.1 -11.8 3.1 11.2 11.5
Months’ supply 1.2 0.9 15 2.3 1.7 1.5 1.7 18
New housing price 319,637 422,095 426,372 394557 371,125 373,723 379,329 385,019
28.9 32.1 1.0 7.5 =59 0.7 15 1.5

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Unit sales 21,984 20,427 17,369 14,988 15,835 16,138 16,601 17,076
18.0 7.1 -15.0 -13.7 56 19 29 2.9
Dollar volume sales ($ millions) 5,516 6,917 5,781 4,706 4,910 5,044 5,282 5,531
526 254 -16.4 -186 43 27 47 47
New listings 25,393 40,708 40,069 33,662 32,471 31,803 32,807 33922
-1.7 60.3 -16 -16.0 =35 2.1 32 34
Sales-to-new-listings ratio 87 50 43 45 49 5 5 50
Resale price 249,093 339,698 333,101 313990 310,084 312565 318,191 323919
28.6 36.4 -1.9 =57 -12 08 18 1.8

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.

The Conference Board of Canada
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Vancouve

Economic Outlook

Vancouver is poised for a 0.9 per
cent decline in its GDP, the first
such contraction since Conference
Board estimates began in 1987. The
local goods sector will continue to
suffer from soft U.S. demand and
that country’s correcting housing
markets. Meanwhile, the global
financial crisis has eroded business
and consumer confidence, shaving
domestic demand and, in turn, serv-
ices sector growth. But the 2010
Winter Olympics will provide a lift
and coincide with our forecast of
local economic recovery.

Housing Outlook

EXISTING HOUSING MARKET
Vancouver’s market for existing
housing turned rapidly and sharply
in favour of buyers last year as sales
demand plummeted and listings
supply jumped. The weak economy
has been a key slowdown culprit,

Chart 1—Housing Starts

B Singles O Multiples

Economic softness, poor affordability, and oversupply in both the
new and resale housing markets are combining to produce a weak out-
look for Vancouver’s housing market. Housing starts and resale volumes
will both fall sharply this year and remain below recent peak levels
throughout our forecast. Prices for both housing types started to drop
by the end of last year and will continue to dip in 2010. While eventual
economic recovery will rekindle housing demand and thus price growth,
house values are expected to stay well off this decade’s highs.

but infamously poor affordability is
also hurting locally. Persistently weak
sales lurk in 2009 before signs of
improvement appear in 2010.

Existing home sales are falling
following several strong years.
Although volumes peaked in 2005,
they remained elevated in 2006 and
2007. The bottom fell out last year,
as sales fell 35.5 per cent, to their
lowest volume since 2000. Sales
had started 2008 decently, but fell
below 16,000 units at an annual rate
in the fourth quarter, the fewest since
the first quarter of 1986. Sales picked
up in the first quarter of this year,
but we nonetheless expect another
16 per cent sales drop to 21,200 units
in 2009, the lowest level since 1998.
Sales are forecast to recover mod-
estly in 2010 and thereafter.

Strong price gains have prompted
a steady rise in new listings, with
last year’s 14 per cent gain the latest
of three straight hikes. Last year’s
volume above 65,100 units was an

all-time high, far exceeding the pre-
vious decade’s 48,755-unit annual
average. New listings are forecast to
drop 6 per cent this year as falling
sales and declining prices discour-
age potential home vendors. Such
caution will prompt a further 22 per
cent drop in new listings in 2010.

This combination of declining
sales and advancing listings slashed
the sales-to-new-listings ratio to an
average of 39 per cent for 2008, down
almost 30 percentage points from
2007. Last year’s figure, well into
buyers’ market territory, was the
lowest since 1990 and followed
seven straight years above 65 per
cent. Even though the sales-to-new-
listings ratio edged up from 27 per
cent in the fourth quarter of last year
(the lowest since the beginning of
1982) to 30 per cent in the first
quarter of this year, it still describes
a very weak Vancouver market, where
balance prevails near 50 per cent.
Buyers’ conditions will prevail
through 2009 and into 2010 before

Chart 2—House Price Growth (% change)
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a combination of rising sales and
fewer listings brings balance into
view near the end of next year.

This rapid descent to a buyers’
position has curtailed vendors’ pricing
power: the average resale price has
been declining since last year’s sec-
ond quarter. For 2008 as a whole,
Vancouver’s average resale price rose
only 3 per cent, following four straight
double-digit hikes. Even this modest
rise will likely be the last for some
time, with annual price drops forecast
between 2009 and 2011. Although
tepid price growth is expected to
resume in 2012, the census metro-
politan area’s average resale price
is forecast to remain well below its
2008 peak for years to come.

Chart 3—Resale Housing Price

One positive aspect of falling
prices is the resulting big improve-
ment in Vancouver’s notoriously
poor affordability. After peaking at
46 per cent of average household
income in 2008’s first quarter, the
average mortgage payment will
drop to 30 per cent of income by
the end of 2009 as a result of price
declines and modest household
income advances. Our expectation
of only modest price growth will
cap this payment at 35 per cent of
household income through 2013.

NEW HOUSING MARKET

A significant slowing in 2008
employment gains was at least par-
tially responsible for concurrent
population growth under 1.2 per cent,

and Sales-to-New-Listings Ratio

the lowest on record. Population
growth will remain relatively soft in
2009, when outright job losses are
expected. Such torpor, along with
accumulating evidence of new housing
oversupply, underpins our forecast
of a big drop in housing starts this
year. Although starts will resume
growth in 2010, volumes will remain
below recent years’ output. A better
job market, starting in 2010, is fore-
cast to lift 2011 population growth
slightly to above 1.3 per cent.

Housing starts in the Vancouver
census metropolitan area fell only
modestly, to 19,550 units, in 2008,
but continued to weaken as 2009
dawned, with the first quarter’s
annualized 11,100-unit output the

Chart 4—New Housing Price
and Months’ Supply
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Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 78,107 80,293 81,175 80,438 83,246 86,214 89,121 91,942
(2002 $ millions) 4.1 2.8 1.1 0.9 345 36 34 32
Total employment (000s) 1,187 1,223 1,237 1,231 1,249 1,273 1,296 1,315
2.7 3.0 1.1 -05 14 19 18 1.5
Unemployment rate 44 40 43 6.2 6.5 58 5.3 52
Personal income per capita 33,978 35,385 36,387 36,919 38,002 39,303 40,714 42,196
6.5 4.1 2.8 1.5 2.9 34 3.6 3.6
Population (000s) 2,257 2,286 2,313 2,343 2,373 2,404 2,438 2,473
1.9 1.3 12 1.3 1.3 1.3 14 14
Retail sales ($ millions) 24,071 25,330 25130 24592 26,076 27,369 28,774 30,340
6.1 52 0.8 21 6.0 5.0 5.1 54
Inflation rate 19 2.1 2.3 0.9 2.3 2.1 1.9 19

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.

The Conference Board of Canada
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lowest quarterly reading in eight
years. Builders were undoubtedly
nervously watching their growing
stocks of completed and unoccu-
pied units, which exceeded a sea-
sonally adjusted 2,200 units for the
first time in eight years in the first
quarter of 2009. Although high
builder inventories will continue

to impede 2009 activity, next year

will see this backlog whittled suf-
ficiently to allow a modest starts
rebound to 11,900 units. We expect
starts to average nearly 16,300 units
between 2011 and 2013.

Run-ups in builder inventories,
along with competition from an
oversupplied resale market severely
limited builder pricing power in

2008, with the resulting 2.3 per cent
increase in the average new home
prices a six-year low. Persistent
market softness will prompt actual
declines in new home prices in both
2009 and 2010. The modest price
increases forecast thereafter will
leave Vancouver’s forecast 2013
average house price nearly $66,000
below its 2008 peak.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 18,801 20,769 19,551 11,058 11,903 15,325 16,543 17,011
-0.9 10.5 -5.9 —434 7.6 288 7.9 28
Singles 5,638 4,219 3,622 2,484 2,876 3916 4514 4,858
14.3 252 —14.1 =314 15.8 36.2 15.3 7.6
Multiples 13,162 16,550 15,929 8,574 9,027 11,409 12,028 12,152
-6.2 257 -3.8 —-46.2 58 264 54 1.0
Under construction 21,665 22,668 26,305 17,073 13,622 13,015 15,180 16,677
11.7 46 16.0 -35.1 =202 45 16.6 99
Housing completions 18,072 17,816 19,150 16,738 12,552 12,495 14,877 16,334
14.1 -14 7.5 -12.6 -25.0 -05 19.1 98
Singles 5,306 4,552 3,716 2,832 2,506 3,318 4,146 4,596
13.1 -14.2 -184 -23.8 —11.5 324 25.0 10.8
Multiples 12,766 13,264 15434 13,906 10,046 9177 10,731 11,738
14.6 3.9 16.4 -9.9 -27.8 8.7 16.9 94
Newly completed and unabsorbed 841 1,160 1,664 2,315 1,386 1,101 1,552 2,006
-104 38.0 434 39.1 —40.1 =205 40.9 29.3
Absorptions 17,869 17,580 18,263 16,683 13585 12,397 14,346 16,002
10.9 -1.6 3.9 -87 -186 -8.7 15.7 11.5
Months’ supply 0.6 08 1.1 1.7 1.2 1.1 1.3 15
New housing price 629,595 674,490 690,091 640,567 608,368 609,585 616,900 624,303
6.9 7.1 2.3 -7.2 -5.0 02 1.2 1.2

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Unit sales 36,479 38,978 25149 21,209 22457 23,264 24047 24,855
-13.6 6.9 =05 -15.7 59 36 34 34
Dollar volume sales ($ millions) 18,600 22,248 14933 11,189 11,244 11,265 11,738 12,229
a6 19.6 -32.9 -25.1 05 02 42 42
New listings 54,947 57,145 65,118 61,149 47916 45,521 47,422 49,454
42 4.0 14.0 -6.1 -21.6 -5.0 42 43
Sales-to-new-listings ratio 66 68 39 35 47 51 51 50
Resale price 511,237 570,154 587,446 527,798 500,758 484233 488,107 492,012
20.3 115 3.0 -102 -5.1 -3.3 0.8 08

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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Economic Outlook

While Victoria’s economic expan-
sion moderated in 2008 in step with
most Canadian jurisdictions, healthy
services-sector growth allowed the
census metropolitan area’s real
gross domestic product to advance
2.3 per cent. But Victoria will not
be insulated from national recession-
ary conditions this year—real GDP
is forecast to dip 0.3 per cent. Next
year looks better, with a 2.4 per cent
GDP uptick expected. Employment,
a critical housing market underpin-
ning, is expected to fall 1.4 per cent
this year, but rise modestly each
year thereafter. This will eventually
trim the unemployment rate following
forecast jumps to 5.1 per cent this
year and 6.1 per cent in 2010.

Housing Outlook

EXISTING HOUSING MARKET
The local resale market has rap-
idly shifted from a sellers’ to a buyers’

Chart 1—Housing Starts

B Singles O Mutiples

Weak economic activity and poor affordability are tempering
Victoria’s housing market activity. Resale volumes will fall for a second
consecutive year in 2010; simultaneously accelerating hikes in new
listings will intensify emerging downward pressure on average prices.
Meantime, the new home market is feeling competition from the resale
side. Easing absorptions and rising builder inventories trimmed hous-
ing starts to a six-year low in 2008, with a further drop expected this
year. A return to economic growth in 2010 will boost starts and sales,
although price advances will not resume until 2011.

position as a weak economy, poor
affordability, and a desire to capitalize
on recent price run-ups has slowed
sales demand and boosted listings
supply. While easing prices have
already improved local affordability
and will eventually underpin a modest
market rebound, 2009 looks weak.
The area’s average resale price is
expected to drop significantly and
remain below its 2008 peak.

Sales of existing Victoria hous-
ing fell a startling 27 per cent in
2008, only the third annual drop
of the last decade. This drop, the
biggest in records starting in 1980,
left 2008 volumes at their lowest
level since 2000. Sales fell in each
quarter last year, with the autumn’s
34 per cent drop 2008’s largest.
Following a weak winter, sales are
forecast to stabilize near an annual-
ized 6,000 units, but still drop 6 per
cent in 2009. Although volumes are
forecast to rebound 6 per cent in
2010 and advance roughly 2 per cent

3,000

annually in 2011-2013, they will
remain well off 2007’s peak.

While many Canadian real estate
boards recorded surging supply in
2008, Victoria’s jump was unexcep-
tional. Last year’s 8.5 per cent
advance in listings trailed hikes of
18 per cent in 2006 and 14 per cent
in 2004. Indeed, slowing price growth
likely cooled homeowners’ enthusi-
asm for listing their units. Still, last
year’s listing volume, approaching
14,000 units, was a record high for
this real estate board. New listings
are poised for another rise, to
15,700 units this year, as vendors
continue to cash in on price gains
from earlier this decade.

Last year’s big drop in sales,
combined with the steady advance in
new listings, has shifted the market
balance decisively in buyers’ favour.
The sales-to-new-listings ratio fell
to 44 per cent on average last year,
down a substantial 21 percentage

Chart 2—House Price Growth (% change)
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points from the average reading in
2007. Even this average flattered year-
end conditions: the fourth quarter’s
ratio was only 32 per cent. Since
Victoria’s resale market is balanced
at a sales-to-listings ratio in the low
50 per cent range, the current advan-
tage for buyers appears substantial.
Little improvement is expected
through most of this year, as the
ratio will remain below 40 per cent
through to the end of the third quarter.
A return to balanced market condi-
tions is not forecast until the second
half of 2010.

While sellers’ markets earlier
this decade were accompanied by
brisk price growth, average transac-
tion values advanced only 3 per cent

Chart 3—Resale Housing Price

in 2008, the slowest pace in eight
years. Victoria’s average resale price
is forecast to dip 7.5 per cent this
year and 3.8 per cent in 2010, the
first drops since 2001’s modest 0.2 per
cent easing. Limited price advances
are expected between 2011 and 2013.
This will leave Victoria’s average
price near $440,000 in 2013, well off
the 2008 peak of roughly $481,000.

NEW HOUSING MARKET
Slowing economic growth, a
buyers’ resale market, and a run-up
in builder inventories are all depress-
ing housing starts in Victoria this year.
Easing new unit absorptions, already
off from their peak in 2007, suggest
that further inventory hikes and thus
fewer starts are in the cards in 2009.

and Sales-to-New-Listings Ratio

The medium term looks better,
though, with an absorption pickup
fuelling modest advances in starts.

Despite last year’s 8 per cent dip,
absorptions remained relatively strong.
The 1,950-unit take-up compares with
an average near 1,500 units annually
during the previous decade. This
year, the economic downturn will
drive absorptions down by 13 per
cent. Resulting builder competition
will shave Victoria’s average new
home price by 5 per cent.

Slowing absorptions signal
builders to curtail new home produc-
tion. Accordingly, housing starts fell
to 1,930 units in 2008, the fewest
since 2002, but still above the average

Chart 4—New Housing Price

and Months’ Supply
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Table 1—Economic Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Real GDP at basic prices 11,044 11,437 11,697 11,668 11,953 12,259 12,559 12,855
(2002 $ millions) 43 36 23 -0.3 24 26 24 24
Total employment (000s) 175 183 191 188 189 191 192 192
36 44 43 -14 0.7 08 05 04
Unemployment rate 3.7 3.3 3.3 5.1 6.1 5.5 58 5.0
Personal income per capita 36,805 38,869 41,024 41,889 42,941 44,202 45,582 47127
6.6 56 55 21 25 29 3.1 34
Population (000s) 334 337 341 344 346 349 351 354
05 1.0 1.0 08 0.7 08 08 08
Retail sales ($ millions) 3,663 3,903 3,985 3,913 4,045 4,204 4,380 4,583
6.2 6.6 21 -1.8 34 39 42 46
Inflation rate 1.6 1.1 18 0.9 2.3 2.1 1.9 19

Italics indicate percentage change.

Sources: The Conference Board of Canada; Statistics Canada.
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of 1,740 per year in the decade to
2007. still, starts weakened as the
year progressed, averaging only
800 units annualized in the fourth
quarter, compared with nearly
2,600 units in the first half. Although
total starts will fall to near 950 units
in 2009, continued population growth
will sustain new housing require-
ments. This is forecast to lift starts

to 1,100 units in 2010 and underpin
upward movement to 1,800 units
by 2013.

Notwithstanding slowing absorp-
tions, prior builder commitments
frequently prompt unabsorbed
inventory run-ups. Indeed, Victoria
completions had exceeded absorp-
tions for six straight quarters by the

end of 2008, the longest such stretch
on record. This boosted the volume
of completed and unoccupied units to
over 370 units seasonally adjusted
in last year’s fourth quarter, the
most in close to a decade. Slowing
absorptions this year will prompt a
further modest inventory hike, but
2010 will see such stocks pared
significantly.

Table 2—New Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f
Housing starts 2,700 2,584 1,931 949 1,110 1,507 1,688 1,817
29.6 —4.3 =253 -50.8 16.9 35.8 12.0 7.6
Singles 935 790 670 457 505 662 708 719
—4.0 -15.5 —152 -31.8 10.5 312 6.9 16
Multiples 1,765 1,794 1,261 493 605 845 980 1,098
59.0 1.7 -29.7 -60.9 22.9 39.6 16.0 12.0
Under construction 2,341 3,123 3,298 1,705 909 1,039 1,330 1,518
205 334 56 —48.3 —46.7 14.3 27.9 14.2
Housing completions 2,045 2,141 2,149 1,557 968 1,194 1,485 1,669
92 47 04 =275 -37.8 234 244 124
Singles 902 815 760 526 458 581 669 698
-35 -9.6 —6.7 -30.8 -12.9 26.8 15.2 43
Multiples 1,143 1,326 1,389 1,031 510 613 816 971
21.9 16.0 48 -25.8 =506 20.3 33.0 19.0
Newly completed and unabsorbed 121 151 281 312 168 173 223 264
8.6 24.8 86.8 10.8 —46.2 29 294 18.0
Absorptions 1,983 2,127 1,949 1,689 1,058 1,155 1,436 1,643
5.9 7.3 -84 -13.3 374 92 24.3 14.4
Months’ supply 0.7 08 1.7 2.2 19 18 19 19
New housing price 465256 467,431 467,101 444523 425114 429365 435,806 442,343
3.8 05 -0.1 4.8 44 1.0 15 1.5

Italics indicate percentage change.

Sources: The Conference Board of Canada; CMHC Housing Time Series Database.

Table 3—Resale Housing Market Indicators

2006 2007 2008 2009f 2010f 2011f 2012f 2013f

Unit sales 7,500 8,403 6,171 5,809 6,156 6,285 6,430 6,577
-5.9 12.0 -26.6 5.9 6.0 21 23 2.3

Dollar volume sales ($ millions) 3,204 3,924 2,992 2,584 2,634 2,706 2,799 2,894
56 225 -23.7 -136 1.9 2.7 34 34

New listings 12,280 12,840 13,928 15,709 12565 11,955 12,522 13,024
18.0 46 85 12.8 -20.0 -4.9 47 4.0

Sales-to-new-listings ratio 61 65 44 37 49 53 51 51
Resale price 427,268 466,586 480,803 444,872 427954 430522 435258 440,046
12.0 92 3.0 7.5 -3.8 06 1.1 1.1

Italics indicate percentage change.

Sources: The Conference Board of Canada; Canadian Real Estate Association.
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