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New Home Market

Slower sales will lead to fewer
construction starts

New home construction is expected
to slow next year but will stay close
to the past five-year average and in
line with recent rates of household
formation. Condo starts will moderate
noticeably into the first half of 2013
after reaching new highs earlier

this year. Resource constraints and
slower pre-construction sales in 2012
will weigh on starts in the coming
months. Activity should pick up again
during the second half of 2013 once
the large volume of projects that
opened sales centres in late 201 1/
early 2012 have achieved sales levels
sufficient to obtain financing and begin
construction. Low-rise housing starts
(singles, semis and rows) are expected
to experience a milder slowdown
next year.While demand from repeat
buyers will continue to drive sales
centre traffic, a declining number

of sites, higher prices and increased
competition from a better-supplied
resale market will prohibit growth for
this sector.

The typical five-quarter lag between
new condo sales and starts will lead
to a slower pace for construction
ahead.A peak in sales activity
identified during the second quarter
of 201 | means starts should begin
to moderate in the fourth quarter of
2012.The recent strength in starts
will also impact the ability of new
projects to begin construction due
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at the end of the third quarter —
almost 50 per cent higher than a year
ago.

Although apartment starts will be
down considerably from 2012, they
will stay at a fairly high level due

to a sizable number of new condo
project openings this year that will
move to the construction phase in
2013.Approximately 18,000 new
condos are expected to sell in
2012 — most of which occurred at
pre-construction sales centres.The

timing of construction for most of
these projects will likely occur later

in 2013 as a slower sales trend this
year has pushed up unsold inventories.
According to data supplied by
Urbanation Inc., more than half of

the units opened during the first six
months of 2012 were still unsold

by mid-year. Because buyers haven’t
been as receptive to new openings
this year — likely turned off by higher
asking prices and a slower outlook
for resale appreciation — projects
will face longer delays in meeting sales
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thresholds for financing (typically 70-
80 per cent).

However, demand for new condos
should stabilize and begin to reduce
unsold inventories, so long as
developers continue to respond

to changing market conditions by
providing the appropriate incentives
on existing units, adjusting product
mixes where necessary, becoming
more strategic in terms of the timing
of new openings and more price
competitive with the resale market.
In the end, the perception of condos
as a relatively stable investment and
increasing opportunities in the rental
market due to low vacancy rates and
rising rents will continue to attract
buyers and lead to roughly 16,000
sales in 201 3.

Low-rise sales are expected remain
steady next year at approximately
15,000 homes, which will keep
construction starts in 2013 close

to 2012 levels. Starts will continue

to be supported into the early part

of 2013 due to an uptrend in sales
activity that occurred in the first half
of 2012. However, by the second
quarter of next year, the slower sales
trend emerging over the past summer
will begin to weigh on construction
activity. While low inventory continues
to impact sales, most of the slowdown
heading into 2013 will come from the
demand side.

A strong spring market combined
with quickly rising building material
and land costs accelerated price
growth for new homes this year.
Average new single detached prices
have moved up to $670,000 in the
GTA, which is beginning to turn some
buyers away. The most expensive
forms of housing typically experience
a more pronounced decline as the

Housing Market Outlook - Greater Toronto Area - Date Released: Fall 2012

market initially begins to slow. Buyers
become wary of paying high prices

as the potential for prices to come
down appears more realistic. The

new market also has to compete with
resale alternatives, which have become
more available as listings have trended
higher. The changing market landscape
is expected to encourage developers
to ramp up marketing, offer incentives
and price discounts where possible
and focus on higher-growth markets
in need of supply, such as the Halton
Region.These efforts should help to
stabilize new homes sales alongside
the rest of the market in the coming
months and set the stage for an
improvement in the second half of
2013.

Resale Market

Activity expected to improve
later in 2013

Market conditions in the Greater
Toronto Area (GTA) existing home
market are expected to moderate
over the next six to nine months
before regaining some momentum
in the second half of 201 3. Sales

have recently begun to adjust down

in response to tighter mortgage
qualifying criteria, higher prices,
previous weakness in employment
and reduced immigration. Prices

are expected to experience a very
mild downward adjustment into

the first part of 2013 as market
conditions become more balanced.
However, improvements to ownership
affordability will accrue with slower
price growth and recent employment
and income gains.This will help to
ensure the slowdown for sales and
prices is temporary and growth
resumes later next year — albeit at a
slower pace than in 201 | and the first
half of 2012.

MLSP® sales in the second half of 2012
will decline by approximately 15

per cent compared to levels in the
first half of the year, largely due to
the lagged effect of past economic
and market-related developments. A
slower profile for economic growth
and increased uncertainty reflected
in financial market conditions caused
the GTA labour market to lose jobs
throughout the second half of 201 1.

Source: CREA, CMHC forecast
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The typical nine-to-twelve month
delayed impact on housing sales began
to materialize noticeably by the third
quarter of this year, as the job losses
were centred on full-time positions
for younger workers in higher-paying
sectors.

The slowdown to employment

last year will continue to weigh on
housing sales through to at least

the first quarter of 2013, as will the
reduction in first-time buying activity
following a decline in ownership
affordability accumulated in early
2012. Strong competition for listings
caused average selling prices to rise
by six per cent during the first half
of the year (seasonally-adjusted). This
was followed by tightened mortgage
insurance policy guidelines, which
will ensure stability in housing and
mortgage markets over the longer
term, but act as a headwind in the
near-term. Higher home prices
combined with new mortgage rules
resulted in a |5 per cent rise in the
mortgage payment required to buy
the average-priced home compared
to the beginning of the year — even
though fixed mortgage rates moved
lower during that time.While some
will substitute into less expensive
homes, the result will be a greater
number of buyers delaying their entry
into the ownership market.

By the second half of 2013, first-time
buying and existing home sales should
begin to improve.The slowdown to
sales over the next few quarters will
be accompanied by a higher level of
new listings compared to the past few
years, creating much more balanced
market conditions.This will moderate
selling prices at a time that follows

a noticeable improvement in labour
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market conditions. Employment

levels recovered quickly during the
second and third quarters of 2012,
with momentum that has brought the
working population in Toronto to a
new high.The high quality of positions
added has elevated income growth,
which will improve affordability in
conjunction with slower price growth
and help to bring more buyers into
the market. However, the boost to
sales will be restrained by muted
employment gains going forward and
relatively low levels of migration (see
Local Economy section).

Average selling prices in the GTA will
see little growth over the next year
but will continue to be supported

by supply levels that remain in check.
Although existing homeowners will
be most active in the market, less
first-time buying demand will impact
their ability to sell, which will help

to slow growth in new listings and
limit any downward adjustments to
selling prices. The same should be
true for the condo market as supply
from newly registered projects should
see little, if any, growth next year.
Completions in 2012 and 2013 will

be low by recent standards (12-14K
compared to almost 8K in 201 1)
and the share of units that become
listed for sale after registration is
not likely to rise.A growing share of
new units are being listed for rent — a
trend that should continue into next
year as market conditions for condo
rentals remain stronger than condo
ownership. Most of the units that will
be completed were pre-purchased
several years ago at lower prices,
meaning carrying costs will largely be
covered by rent levels.

Local Economy

A slower housing market im-
pacts job growth

Employment levels in Toronto are
expected to show modest gains
next year, keeping the rate of
unemployment above eight per
cent for the fifth consecutive year.
A general slowdown in the growth
of consumer spending — largely
impacted by housing market activity
— will lead to less hiring in the
service sector.Weaker job market
conditions in relation to other parts
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of the country and province will
continue to weigh on population
growth in Toronto. After reaching a
decade low of 56,000 in 2012, net
migration will rise to 58,500 (still
below the |10-year average of 65,000).

The Conference Board of Canada’s
Help Wanted Index for Toronto, which
measures growth in online advertised
job postings and can be an effective
leading indicator for job growth, has
started to trend lower in recent
months. It appears service-sector
businesses are becoming hesitant to
hire as not only fewer homes trade
hands, but a general slowdown in
spending emerges. The most recent
readings on retail sales in Toronto
were at their lowest in almost two
years.

As the housing market slows, it
impacts spending on a range of items
associated with moving into a new
home. It can also have a broader
affect on consumption as weaker
price growth influences homeowner
perceptions of wealth. So in addition
to slowing growth in employment
within the real estate, financial and
professional services sectors, slower
housing market activity over the next
several months will also lead to less
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hiring in the retail trade sector, which
is one of the largest sources of jobs
for the Toronto economy. By the same
token, however, improving housing
market conditions later in 2013 will
help brighten the prospects for the
local labour market down the road.

Mortgage Rate Outlook

Mortgage rates to remain low

Although there is significant
uncertainty, mortgage rates are not
expected to change in 2012. Slight
increases are expected in 2013, but
rates will remain low by historical
standards.

According to CMHC’s base case
scenario, for 2012, the one-year
mortgage rate is forecasted to be
within 2.75 per cent to 3.50 per
cent. For 2013, the one-year posted
mortgage rate is expected to rise and
be in the 3.00 per cent to 4.00 per
cent range, while the five-year posted
mortgage rate is forecasted to be
within 5.00 per cent to 5.75 per cent,
consistent with higher employment
and economic growth prospects in
2013.
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Forecast Summary

Toronto CMA

Fall 2012
2009 2010 2011 2012f % chg 2013f % chg
Resale Market
MLS® Sales 89,255 88,214 91,760 89,000 -3.0 87,000 -2.2
MLS® New Listings 136,096 154,167 148,048 157,500 6.4 159,000 1.0
MLS® Average Price ($) 396,154 432,264 466,352 500,000 7.2 498,500 -0.3

Net Migration

New Home Market

Starts:
Single-Detached 8,130 9,936 11,247 10,500 -6.6 10,100 -3.8
Multiples 17,819 19,259 28,498 37,100 30.2 27,450 -26.0
Semi-Detached 2,032 1,654 2,010 2,200 9.5 1,900 -13.6
Row/Townhouse 2,918 4,365 4,231 6,000 41.8 5,400 -10.0
Apartments 12,869 13,240 22,257 26,300 18.2 19,500 -25.9
Starts - Total 25,949 29,195 39,745 47,600 19.8 37,550 211
Average Price ($):
Single-Detached 582,123 606,617 658,063 667,000 1.4 675,000 1.2
Median Price ($):
Single-Detached 496,945 517,900 557,990 576,000 32 589,000 2.3
New Housing Price Index (1997=100) (Toronto-Oshawa) -0.1 2.6 4.7 4.8 2.0
Rental Market
October Vacancy Rate (%) 3.1 2.1 1.4 1.0 -0.4 1.3 0.3
Two-bedroom Average Rent (October) ($) 1,096 1,123 1,149 1,185 - 1,215 -

Economic Overview

Mortgage Rate (| year) (%) 4.02 3.49 3.52 3.37 - 3.78 -
Mortgage Rate (5 year) (%) 5.63 5.61 5.37 5.26 - 5.37 -
Annual Employment Level 2,853,100 2,919,400 2,960,000 2,980,000 0.7 3,013,000 .1
Employment Growth (%) -1.4 2.3 1.4 0.7 - 1.1 -
Unemployment rate (%) 9.4 9.1 83 8.6 - 84 -
64,987 68,094 60,530 55,800 -7.8 58,500 4.8

MLS® is a registered trademark of the Canadian Real Estate Association (CREA).

Source: CMHC (Starts and Completions Survey, Market Absorption Survey), adapted from Statistics Canada (CANSIM), CREA, Statistics Canada (CANSIM)

NOTE: Rental universe = Privately initiated rental apartment structures of three units and over
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Forecast Summary

Oshawa CMA
Fall 2012

MLS® Sales
MLS® New Listings
MLS® Average Price ($)

Starts:
Single-Detached
Multiples
Starts - Total

Rental Market
October Vacancy Rate (%)
Two-bedroom Average Rent (October) ($)

Economic Overview

Mortgage Rate (| year) (%)
Mortgage Rate (5 year) (%)
Annual Employment Level
Employment Growth (%)
Unemployment rate (%)

2009

9,328
15,113
278,505

836
44
980

42
900

4.02
5.63
178,100
-3.3

9.0

2010

9,479
16,492
299,983

1,540
348
1,888

3.0
903

3.49
5.61
188,200
5.7

10.0

2011

9,604
15,767
314,450

1,384
475
1,859

1.8
941

3.52
5.37
193,500
2.8

8.1

2012f

10,300
16,000
330,500

1,230
642
1,872

1.7
970

3.37
5.26
194,200
04

8.6

% chg

7.2
1.5
5.1

0.1

0.4

2013f

9,550
16,150
335,500

1,235
432
1,667

990

3.78
5.37
197,200
1.5

84 -

% chg

Resale Market

New Home Market

7.3
0.9
1.5

0.0

MLS® is a registered trademark of the Canadian Real Estate Association (CREA).
Source: CMHC (Starts and Completions Survey, Market Absorption Survey), adapted from Statistics Canada (CANSIM), Toronto Real Estate Board,

Statistics Canada (CANSIM)

NOTE: Rental universe = Privately initiated rental apartment structures of three units and over
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CMHC—HOME TO CANADIANS

Canada Mortgage and Housing Corporation (CMHC) has been Canada's national housing agency for more than 65 years.

Together with other housing stakeholders, we help ensure that the Canadian housing system remains one of the best in the
world. We are committed to helping Canadians access a wide choice of quality, environmentally sustainable and affordable
housing solutions that will continue to create vibrant and healthy communities and cities across the country.

For more information, visit our website at www.cmhc.ca

You can also reach us by phone at 1-800-668-2642 or by fax at 1-800-245-9274.
Outside Canada call 613-748-2003 or fax to 613-748-2016.

Canada Mortgage and Housing Corporation supports the Government of Canada policy on access to information for people
with disabilities. If you wish to obtain this publication in alternative formats, call 1-800-668-2642.

The Market Analysis Centre’s (MAC) electronic suite of national standardized products is available for free on CMHC’s
website. You can view, print, download or subscribe to future editions and get market information e-mailed automatically to
you the same day it is released. It’s quick and convenient! Go to www.cmhc.ca’housingmarketinformation

For more information on MAC and the wealth of housing market information available to you, visit us today at
www.cmhc.ca/housingmarketinformation

To subscribe to priced, printed editions of MAC publications, call 1-800-668-2642.

©2012 Canada Mortgage and Housing Corporation.All rights reserved. CMHC grants reasonable rights of use of this publication’s
content solely for personal, corporate or public policy research, and educational purposes.This permission consists of the
right to use the content for general reference purposes in written analyses and in the reporting of results, conclusions, and
forecasts including the citation of limited amounts of supporting data extracted from this publication. Reasonable and limited
rights of use are also permitted in commercial publications subject to the above criteria,and CMHC’s right to request that
such use be discontinued for any reason.

Any use of the publication’s content must include the source of the information, including statistical data, acknowledged as follows:
Source: CMHC (or “Adapted from CMHC,” if appropriate), name of product, year and date of publication issue.

Other than as outlined above, the content of the publication cannot be reproduced or transmitted to any person o, if acquired
by an organization, to users outside the organization. Placing the publication, in whole or part, on a website accessible to the
public or on any website accessible to persons not directly employed by the organization is not permitted. To use the
content of any CMHC Market Analysis publication for any purpose other than the general reference purposes set out above
or to request permission to reproduce large portions of, or entire CMHC Market Analysis publications, please contact: the
Canadian Housing Information Centre (CHIC) at chic@cmhc.ca; 613-748-2367 or 1-800-668-2642.

For permission, please provide CHIC with the following information:
Publication’s name, year and date of issue.

Without limiting the generality of the foregoing, no portion of the content may be translated from English or French into any
other language without the prior written permission of Canada Mortgage and Housing Corporation.

The information, analyses and opinions contained in this publication are based on various sources believed to be reliable,
but their accuracy cannot be guaranteed. The information, analyses and opinions shall not be taken as representations for
which Canada Mortgage and Housing Corporation or any of its employees shall incur responsibility.
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Housing market
intelligence
you can count on

FREE REPORTS AVAILABLE ON-LINE

m Canadian Housing Statistics

Housing Information Monthly

Housing Market Outlook, Canada

Housing Market Outlook, Highlight Reports — Canada and Regional
Housing Market Outlook, Major Centres

Housing Market Tables: Selected South Central Ontario Centres
Housing Now, Canada

Housing Now, Major Centres

Housing Now, Regional

Monthly Housing Statistics

Northern Housing Outlook Report

Preliminary Housing Start Data

Renovation and Home Purchase Report

Rental Market Provincial Highlight Reports

Rental Market Reports, Major Centres

Rental Market Statistics

Residential Construction Digest, Prairie Centres

Seniors’ Housing Reports

Get the market intelligence you need today!

Click www.cmhc.ca/housingmarketinformation
to view, download or subscribe.

On June 1,2012,
CMHC's Market Analysis
Centre turned 25!

CMHC's Market Analysis Centre
has a strong history as the
Canadian housing industry's
""go-to"” resource for the most
reliable, impartial and up-to-date
housing market data analysis and
forecasts, in the country.

CMHC'’s Market Analysis Centre
e-reports provide a wealth of

detailed local, provincial, regional
and national market information.

B Forecasts and Analysis —
Future-oriented information
about local, regional and
national housing trends.

m Statistics and Data —
Information on current
housing market activities —
starts, rents, vacancy rates
and much more.

Housing for Older Canadians -
The Definitive Guide to the Over-55 Market

m Independent Living
m Aging in place
m A Series of Online Guides

Find out more
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