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Experience Profile
Conference Presentation — Economic and Housing Market Outlook

22nd Annual Hardlines Retail Conference “Bricks and Clicks”

e Extreme pent up demand and a supply shortage in Toronto responsible for price escalation; expect the same ahead
e  Very strong economic condition and a surge in job growth will lift housing starts in almost all regions
e Conference address by Peter Norman, VP & Chief Economist, Altus Group

e  This was Mr. Norman’s 8 address to the Hardlines Conference over the past 15 years

Synopsis

Housing prices were rising rapidly in Canada and
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Ontario and particularly in Toronto until mid-year, and

the turbulence in markets over the past few months
Tracking the Trends
Prospects for New Housing
and Renovation Spending

following, in part, government policy announcements, is

interpreted as a housing market adjustment. But tight

‘
underlying conditions and pent up demand still exist, so ‘. Economic Intelligence

' November 14, 2017

Hardlines Retail Conference, Niagara Falls

expect more price pressure ahead.

. . . AltusEx

Canadian prices have risen over the past two decades e
Peter Norman, VP & Chief Economist, Economic Consulting AltusGrou p
generally in line with most other comparable countries,

and have been more stable. The largest point of price
gestp P Housing demand remains steady or even strengthening

escalation comes from the Greater Toronto Area where . . . e
in most regions fuelled by job growth, immigration, and

an extreme shortage of new housing (especially new migration trends. While housing affordability in some

single-family housing) relative to a very robust pace of markets may be a challenge for ownership (as might the

job growth and accelerating rates of in-migration that is S .
very modest rise in interest rates recently), this same

fuelling housing demand. These conditions are similar to
& & factor also fuelling rental demand, which, in turn, is

Vancouver. This pace of price growth is not ideal from an fuelling a renaissance of purpose built rental supply right

economic development sustainability perspective, but it
across the country.

is being fed by fundamentals and will very likely
continue to be an issue through 2018. On net we expect housing starts will at least hold up to

the numbers seen last year nationally, weaker regions

Supply and demand imbalances, especially in large cities, improve and stronger regions stay relatively buoyant.

are partly being driven by as shift in supply toward

apartment units and away from the more widely In terms of renovation activity, 2018 should see a modest
demanded single family. It’s also likely municipalities are boost in investment activity, as still generally low interest
not planning for and providing adequate units for the rates, improved home equity, and population aging

growth in “non-household” occupancy demand. effects all point to higher demand for renovation projects.
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Today’s Agenda AltusGroup

* Housing Market Adjustments — Real or Fake

News?

-\TrleEionomy: Benefits of Convergence

e Consumers Continue to be Stronger Than
We Think

 What Lies Ahead for New Construction?

AltusExpertServices
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Housing Market “Adjustments™
Real or Fake News
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Recent Price Change, Existing Homes AltusGroup
350 Y/Y % Change in Price, Monthly B 20-month price history (Jan. 2016-Aug 2017)
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AltusExpertServices *Composite of eleven major markets
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Source: Altus Group, MLS® HPI
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Toronto Inventory Monitor AltusGroup
Remaining Inventory (units) Month'’s of Resale Inventory Annual % Change
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onto House Prices AltusGroup
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1,263,000 1,333,100
$1,300000 a0e Var_lcouver Lower
Mainland
$1200000 e $1204829 1,000,000 (resale single-family) Toronto
. ighse Sep 2015 (resale single-family)
$1,100,000 o 800,000 $944,000 Sep 2017
Wik : Sep 2014 Sep 2015 Sep 2016 $872,500
ggg;ggg $667,400 $803,600
$1000000 Toronto (new low rise) 600,000 -

o 2 = = 2 = = =
$900,000 | & & 8 8 & 8 &
$800,000 1,000,000

Toronto Single-Family Sep 2017
$700000 ssite & 00000 Sep 2015 Sep 2016 $872,500
E $667,400 $803,600
E
$600,000 £ 600,000
§ Sep 2014 Toronto Apartment
Toronto (new high rise) ’ Sep 2016
§500,000 400,000 Sep 2014 Sep 2015 Maﬁ
$315,300 $3365,100 $460,200
oo 3 z = = 2 2 = =
S S S S S S =Y =Y
2013 2014 2015 2016 2017 pu i S a = o & o
by & oy g
= 0 = » = @ = 5]
AltusExpertServices
7
altusgroup.cort  Qidaltus_group (@ EconomistNorman
Housing Policy and Housing Market Performance AltusGroup
Existing Home Sales (000s) Y/Y Change in Benchmark Price* (%)
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Canadian House Prices: International Context and Future A
Expectations AltusGroup

Year-over-year % Change in

The Economist house-price index Price (CREA MLS HPI)*
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Economy, Consumers,
Demographics: Key Real Estate
and Housing Drivers
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Economic Outlook AltusGroup

Average
2006-15* 2016e  2017f 2018f

Year-to-Year Change

Real Personal Disposable Income per Capita (%) 2.1 1.8 1.4 20 | M

anks, posted %) 5.7 46 5.3 57| 4

AltusExpertServices  * Annual average
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altusgroup.con  (Q@altus_group (3 @ EconomistNorman Source: Historical - Statistics Canada and Bank of Canada Forecasts — Altus Group Economic Consulting

Growth Improving in Oil-Levered Provinces AltusGroup
= Oil producing* = Ontario and B.C. u Rest of Canada**

2014 2015 2016 2017(f) 2018(f)

(e) — estimated, (f) — forecast
*Newfoundland and Labrador, Saskatchewan and Alberta

* % i [ I
AltusExpertServices New Brunswick, Nova Scotia, Quebec, Manitoba
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Job Growth Excelling Almost Everywhere AltusGroup
Year-over-year change in jobs (000s) Sep. 2017 Y/Y change in jobs (000s) Sep. 2017 Y/Y Change in jobs (%)
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Net Migration Trends Strongly Boosting Ontario AltusGroup
Average
2004- Distribution
2013* 2014* 2015* 2016* 2015 2016
Total Net Migration (Persons 000s) Percent
‘British Columbia 44 6 46.9 33.6 52.9 16% 15%
Alberta 53.4 63.2 36.6 30.7 17% 9%
Saskatchewan 6.2 8.4 7.0 10.8 3% 3%
_Manitoba 7.1 9.9 10.7 15.1 5% 4%
Ontario 94.3 70.6 936 174.6 44% 51%
'Quebec 38.9 33.0 27.6 45.6 13% 13%
‘Atlantic Canada 1.0 1.0 4.9 152 2% 4%
Canada* 2452 2334 213.8 342.4 100% 100%
'* Includes Northwest Territories, Nunavut and Yukon.
AltusExpertServices * Annual
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Population Growth, Ontario AltusGroup
000s Persons, 12 Months Ending December
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Government Bond and Mortgage Rates AltusGroup
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Fool Me Once Fool Me Twice.... AltusGroup
Consensus forecast evolution, benchmark interest rates
per cent, average of period
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Source: Depariment of Finance survey of private sector ic forecasters fin.gc. g .asp :
AltusExpertServices
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Exchange Rate Outlook AltusGroup
USD per CAD
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Census Surprise AltusGroup
v. 395k Total v. 185k Total
Annual Annual
Population Housing
Growth Completions
Average Annual Growth, Canada, 000s Average Annual Growth, Canada, 000s
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Housing Supply Dynamics are Complicated

Housing Completions 925,000
Rise in Vacancy (40,000)

Secondary Suites and Other 55,000

Total Household Growth 750,000

AltusExpertServices

Source: Altus Group analysis and estimates based on Statistics Canada and CMHC data
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Household Growth by Tenure and Birth Cohort, 2016-2026 AltusGroup
Net New Units (000s)
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Births, Canada, 1946
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What Lays Ahead?

Annual Births. Canada Annual Net New Homes Required for
' Families with Children
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Home Ownership Rate Fell in 2016 Census AltusGroup
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Private Purpose-built Rental Apartment Starts

& Rental Apartment Starts

Private Purpose-built Rental Apartment
35,  Starts, Canada*, (000s units)
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Recent Momentum in Rental
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Source: Altus Group Economic Consulting based on data from CMHC
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Apartment Starts by Intended Market Segment, Canada*
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Apartment Starts by Intended Market Segment, Canada*
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Montreal New Home Sales
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New Home Sales, Toronto
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Foreign Investor Buyers Picked Up Again

Foreign Buyer Property Investment, GTA
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% of Foreign Investment by
Asset Class,
2014-H1 2017
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New Apartment Sales, Vancouver
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New Multifamily Home Sales, Calgary
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Residential Investment Still Lagging

% of GDP Chronically Weak
3.8 Investment in New
Residential Since
36 Recession is
3.4 Troubling
3.2 + VA Typically, Look For
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2.4 4 — o o ‘ ‘
N 2 3 8 %8 5 8% 8 2 = ¥ 993 48 9§
AltusExpertServices
altusgroup.com Source: Altus Economics based on Statistics Canada
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Man/Sask
Source: CMHC, Altus Group Economic Consulting
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Source: CMHC, Altus Group Economic Consulting
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Source: Altus Group Economic Consulting based on Statscan Data
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Solutions — We’ve Got You Covered. AltusGroup

National Coverage

Tenant Satisfaction Studies
Edmonton Housing Market Intelligence
Consumer Home Buying & Borrowing Intelligence

Atlantic Canada

St (NEw) New Homes .
Market Inventory & Dynamics 8 Winnipeg n - ment Transactions (NEW)
Development Applications (NEW) .

Market Inventory & Dynamics

New Homes
Expanded Investment Transactions (NEW)
Market Inventory & Dynamics**

New Homes
rage for rkets, including: Fredericton, Halifax, Moncton and St. John's. Investment Transactions
rage for. rkets, including: Brantford, Cambridge, Guelph, Kitchener, ; data also available f tford and Woodstock. Market Inventory & Dynamics
Development Applications (NEW)

0
Development AltusGroup
Application

Monitoring

GREATER GOLDEN
HORSESHOE

N |
New Homes
Just Launched!

CALGARY |

New Homes
Now Available!

. We Are Launching
" Investment Transactions
0] OTTAWA

NANCOUVER 1 TORONTO

AltusAnalytics
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Altus Group Limited | altusgroup.com
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Want to Stay Ahead of the Competition? AltusGroup

Altus Group Housing Provides the Little Numbers Behind

the Big Picture
AltusExpertServices
42
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AltusGroup

Thank you.
National Economic Advisory | | | |

33 Yonge St., Toronto, Suite 500
2020 - 4th Street SW, Calgary, Suite 310

1040 West Georgia Street, Vancouver, Suite 630

: : ~ Peter Norman
Vice President & Chief Economist

peter.norman@altusgroup.com

@economistnorman

@altus_group

416-698-4653
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