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Resale Market

Nearing aTurning Point

The resale market in the Greater
Toronto Area (GTA) will put an
exclamation point on 2010 with a
record level of activity this year. Sales
will reach six digits for the first time
and price growth will be well above
the historical average.This momentum,
however, is expected to wane in the
second half of the year. In fact, the
market will look quite different by

201 | as sales levels converge back to
their longer-term average and prices
show little movement.The era of rock-
bottom mortgage rates is coming to
an end and the red hot GTA housing
market will begin to lose its steam.

A full year of record-low borrowing
costs has made first-time buyers out
of tens of thousands of renters and
parents’ basement dwellers in the
GTA. However, the primary source

of stimulus fuelling this increase in
homeownership is already beginning
to fade. Five-year mortgage rates

are on the move and will be a full
percentage point higher by the end
of the year. Combining higher rates
with the new reality of average prices
well above $400,000 will make the
transition to homeownership more
expensive. The erosion of affordability
will cause delay for many first-

time buyers, who have proactively
accelerated their purchasing decisions
and propped up sales temporarily.

Home sales in the GTA, however, are
not expected to decline dramatically
and will converge to the [0-year
average in 201 |. More jobs, stronger
income growth and higher net
migration will provide support for
the market (see Local Economy
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Section). Furthermore, demand from
current homeowners is expected

to pick up some of the slack left by
first-time buyers. Owners feel the
timing is right to make a move as
prices for their current home climb
to new highs and financing costs for
their next purchase still remain low.
Also, price appreciation for detached
homes in some desirable areas in
the GTA hasn’t been as strong as the
rest of the market.A higher presence
of move-up buyers will further
increase the appeal of established
neighbourhoods, which should see
above-average price growth in the
coming years due to their fixed level
of supply and relatively low level

of turnover.With move-up buyers
looking to enter the high end and
down-sizing baby boomers looking
for less maintenance and to liquidate
assets for retirement, a high level of
new listings will be a theme over the
next couple years.

Investors are also expected to be
active in listings their condominiums
— approximately 17,000 high rise

units will be completed this year

with an additional 16,000 coming on
stream in 201 1. Those who purchased
at pre-construction sales centres a
couple years back will realize their
completed units have gone up in
value by about 20 percent. Research
undertaken by CMHC reveals that
approximately 20 per cent of the
condominium units registered in 2009
were listed for sale. It is likely that
this share will grow as investors look
to capitalize on the recent run-up

in prices. Expect up to 10,000 newly
completed condominiums to be put
on the market over the next couple
years.The added supply will lead to
softer price growth for high rise units
relative to low rise homes.

Existing owners on the move and
listings from some condo investors will
provide buyers with more selection

at a time when overall demand is
moderating. With fewer buyers
competing for more homes, bidding
wars will become less common and
prices will face little upward pressure.
There is a risk that prices could
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MLS® Average Prices Will Flatten

Source: CREA, CMHC Forecast
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come down some in late 2010/early
201 1. However, any declines would

be minimal and short-lived. In fact it

is quite difficult to call a decline in
house prices that lasts longer than

six months in Toronto as prices have
recorded annual increases in each

of the past 14 years.That streak is
expected to increase to 16 years in
201 | with a balanced market producing
price growth of less than two percent.
Prices can be expected to remain fairly
flat over the next few years to allow
income levels to catch up.

New Home Market

The Future is ‘Up’

A calmer buying environment in

the resale market will lead fewer
purchasers into new home sales
centres. Total new home sales will
trend lower in the second half of the
year, particularly for singles as the HST
sets in, but will nonetheless register a
banner year for 2010. High rise units
will take back the majority share of
new home purchases this year with

a record-breaking 23,500 sales.The
18,500 low rise sales will provide

a boost for housing starts in 2010,
but single-detached homes will soon
become a drag for overall housing
starts in the GTA. The construction
industry will rely more on high rise
development next year thanks to
recent condo sales centre activity.

Although sales have heated up, high
rise starts have yet to materialize.
The difficult sales and construction
financing environment lasting through
most of last year will weigh on the
number of projects started this year
— total high rise starts will remain

at the decade average of 14,000

units. All signs point to a pick up in
starts in the second half of 2010 and
into 201 . Lenders are making credit
more available and projects that
opened sales offices back in late 2007
and early 2008 have hit their pre-
construction sales targets. Ground-
breaking ceremonies are beginning

at sites across the city and a ready-
for-construction backlog of at least
10,000 units should be cleared by year
end.The upward trend will continue in
201 | thanks to sales levels hitting new
highs in late 2009 and the first half of
2010 (typical sale-to-start time lag for
high rise projects is approximately 18
months).Also, as the large volume of
units currently under construction
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finish up over the next couple

years, more labour, financing and
construction cranes will be available
to start new projects. High rise starts
will rise by close to 30 per cent next
year with the potential for further
gains in the years ahead. Healthy
unsold inventory levels will support
more project launches and demand
will remain stable as affordability in
the GTA declines and land constraints
continue to favour high density
development. Expect high rise cranes
to appear in 905 areas such as North
Oakville, downtown Mississauga,
Vaughan Metropolitan Centre and
Markham Centre.

Unlike the high rise market, better
times for low rise construction
appear to be in the past.The upward
trend for singles beginning in the
second half of 2009 will be short-
lived and the longer-term decline
that started back in 2003 will resume.
A 60 per cent increase in detached
starts in 2010 will be matched by an
equivalent reduction in 201 1.The
“pull-forward” effect from buyers
and builders looking to close on
homes before the HST is introduced
will result in some let down in the
latter part of the year. Furthermore,
interest rate increases will no doubt
impact affordability and demand for
the most expensive houses, and new
singles in the GTA definitely fit the
bill — prices will average $600,000
this year. But perhaps the bigger story
weighing on the outlook for single
detached construction relates to
the scarcity of available land. Over
the past seven years the number of
available units at construction sites
has been cut in half, resulting in

the same trend for sales and starts.
Greenbelt boundaries and Provincial
housing density targets are making
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low rise development less feasible in
the GTA.As well, single detached sites
are typically located outside of the
built-up boundary, which can require
extensive infrastructure development.
Single detached project sites will
continue to come online, however

at this time, less than 5,000 units are
ready to build according to RealNet
Canada Inc. Since a developer cannot
sell what they do not have, single-
detached starts will remain limited
and the supply squeeze will continue
to push prices up. Row homes, which
are conducive to infill development
and more affordable than singles, will
take on their greatest share of low
rise housing starts next year with 30
per cent.

Local Economy

Quick Recovery for
Employment

The attention paid towards the
potential impact of rising interest
rates on affordability and home sales
tends to overshadow favourable
developments that will occur in the

broader economy. Employment in
Toronto will rise by 1.5 per cent in
2010 and wages will grow by 2.5
percent — pretty big numbers for the
first year out of a recession. Following
the downturn in 1990-1991, it took
until 1995 for the job market to add
positions. So what have companies
done differently this time around?

In a word, businesses have become
“leaner”. Over the past two decades
Corporate Canada has undergone a
significant process of deleveraging. The
debt-to-equity ratio for enterprises is
at a record low level of just over 50
per cent, compared to |00 per cent

in the early 1990s.When corporate
profits took a big hit back then,
bankruptcies spiked and close to
160,000 jobs were lost in Toronto over
a span of nearly five years.Today’s more
conservative business sector with

high levels of cash allowed for a quick
recovery that never saw bankruptcies
rise above the long-term trend.As a
result, employment in Toronto will
quickly return to the pre-recession
level in the second half of this year
before reaching new highs in 201 1.
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The nature and timing of the latest
economic downturn has also allowed
for a relatively quick recovery for
the job market. In the early 1990s,
economic output declined for a
longer period of time and became
weaker as the recession progressed.
As a result, businesses were slower
to lay off workers and the tail end
of the downturn cast a dark shadow
on the labour market for some
time. The recent recession, which
lasted just three quarters, saw the
weakest period of growth in the first
part during late 2008/early 2009.
Recognizing that profits were sliding
fast, companies quickly cut jobs,
enabling them to maintain healthy
balance sheets.And as the economy
began to turn around in the second
half of last year, businesses were in a
much better position to re-hire.

Even the troubled manufacturing
sector is in a better position to add
labour now that production levels

are increasing. In fact, low inventory
levels and improving sales will mean
the manufacturing industry will be a
driving force for employment growth
this year, particularly as the real estate
market cools off.

More employment opportunities in
the GTA will attract a higher level of
immigration and lead fewer people
to leave the area to work in other
provinces.The boost in population
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will provide support for both
homeownership and rental demand.

Mortgage Rate Outlook

The Bank of Canada cut the Target

for the Overnight Rate in the early
months of 2009.The rate was 1.50 per
cent at the start of 2009 and has since
fallen to 0.25 per cent. Looking ahead,
we expect that short-term interest
rates will begin to rise in the second
half of 2010.

With the overnight rate expected
to increase in the coming months,
mortgage rates have begun to rise.
According to CMHC’s base case
scenario, posted mortgage rates will
gradually increase throughout the

course of 2010, but will do so at a
slow pace. For 2010, the one-year
posted mortgage rate is assumed to
be in the 3.6-4.8 per cent range, while
three and five-year posted mortgage
rates are forecast to be in the 4.2-6.7
per cent range. For 201 I, the one-
year posted mortgage rate is assumed
be in the 5.0-6.0 per cent range, while
three and five-year posted mortgage
rates are forecast to be in the 5.6-7.2
per cent range.

Rates could, however, increase

at a faster pace if the economy
recovers more quickly than presently
anticipated. Conversely, rate increases
could be more muted if the economic
recovery is more modest in nature.
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Forecast Summary

Greater Toronto Area

Spring 2010
2007 2008 2009 2010f % chg 201 1f % chg
Resale Market
MLS® Sales 95,164 76,387 89,255 101,000 13.2 85,500 -15.3
MLS® New Listings 155,093 163,169 135,000 178,500 322 172,000 -3.6
MLS® Average Price ($) 377,029 379,943 396,154 444,400 12.2 452,000 1.7
New Home Market
Starts — Total (Greater Toronto Area) 36,230 44810 27,108 36,400 34 34,200 -6.0
Single-Detached 16,639 12,757 8,722 14,150 622 8,700 -38.5
Multiples 19,591 32,053 18,386 22,250 21 25,500 14.6
Semi-Detached 2,920 2,450 2,086 2,550 222 2,300 -9.8
Row/Townhouse 5,926 5,260 2,965 5,300 788 4,700 -11.3
Apartments 10,745 24,343 13,335 14,400 8.0 18,500 28.5
Starts - Total (Toronto CMA) 33,293 42,212 25,949 34,400 32.6 32,600 -5.2
Starts - Total (Oshawa CMA) 2,389 1,987 980 1,744 78.0 1,544 -11.5
New Home Average Price ($):
Single-Detached 494,211 521,760 563,802 603,000 7.0 618,000 25
New Home Median Price ($):
Single-Detached 429,900 461,900 484,900 514,000 6.0 534,000 39
New Housing Price Index (1997=100) (Toronto-Oshawa) 27 35 -0.1 37 1.8
Rental Market
October Vacancy Rate (%) 3.2 2.0 3.1 34 0.3 2.9 -0.5
Two-bedroom Average Rent (October) ($) 1,061 1,095 1,096 1,104 L1117
Mortgage Rate (| year) (%) 6.90 6.70 4.02 423 0.21 5.56 1.33
Mortgage Rate (5 year) (%) 7.07 7.06 5.63 6.20 0.57 7.06 0.86
Annual Employment Level 2,866 2,923 2,891 2,933 1.5 2,996 2.1
Employment Growth (%) 23 2.0 -1.1 1.5 2.1
Unemployment rate (%) 6.8 6.9 9.5 9.0 -0.45 84 -0.60
Net Migration " 63,102 58,419 60,000 63,000 5.0 65,500 4.0%

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), CREA, Statistics Canada (CANSIM)
NOTE: Rental universe = Privately initiated rental apartment structures of three units and over

(1) 2009 migration data is forecasted

Canada Mortgage and Housing Corporation n
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Forecast Summary

Oshawa CMA
Spring 2010

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

New Home Market
Starts:
Single-Detached
Multiples
Starts - Total

Two-bedroom Average Rent (October) ($)

2007

10,223
17,444
269,971

1,747
642
2,389

887

2008

8,794
18,570
273,984

1,500
487
1,987

889

2009

9,330
15,109
278,504

836
144
980

900

2010f

10,000
19,400
296,000

1,400
344
1,744

917

% chg

72
28.4
6.3

67.5
138.9
78.0

201 If

Resale Market

9,000
18,400
300,000

1,150
394
1,544

Rental Market
October Vacancy Rate (%) 37 4.2 4.2 4.2 0.0 3.8 -04

935

Mortgage Rate (I year) (%) 6.90 6.70 4.02 4.23 0.2 5.56 1.3

% chg

-10.0
-5.2
1.4

-17.9
14.5
-11.5

Mortgage Rate (5 year) (%) 7.07 7.06 5.63 6.20 0.6 7.06 0.9
Annual Employment Level 181.5 186.1 179.5 181.5 1.1 184.7 1.8
Employment Growth (%) 2.4 25 -3.5 1.1 1.8 -
Unemployment rate (%) 6.2 7.2 9.0 9.7 0.7 9.3 -0.4/

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 60 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
homes — homes 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.

©2010 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 or, 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 mailto:chic@cmhc.gc.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.

Canada Mortgage and Housing Corporation n
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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 Now semi-annuall
Rental Market Reports, Major Centres

Rental Market Statistics Now semi-annuall

Residential Construction Digest, Prairie Centres

Seniors' Housing Reports

Seniors' Housing Reports - Supplementary Tables, Regional

Get the market intelligence you need today!

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

Canadian Housing Observer

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.

Access current and previous editions of the Canadian Housing Observer publication as well as a
variety of supporting data resources and improve your understanding of Canadian housing markets.
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