11/21/2018

o
HARDLINES

Connecting the Home Improvement Industry

Tracking the Market Trends

Economic Intelligence

Nov 13t, 2018
Hardlines Conference, Niagara-on-the-Lake

AltusExpertServices

EEEEEEEEEEEEEEEEEEEEEEEE INSIGHT

Peter Norman, VP & Chief Economist, Economic Consulting Altu S G rou p

b
Today’s Agenda AltusGroup
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“Challenges to Steady Growth” AltusGroup
Real GDP Annual % Change
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Economic Outlook

Real GDP (economic growth, %)
Employment Growth (persons, 000s)

CPI (inflation, %)

Real Personal Disposable Income per Capita
1 Year Mortgage Rate (banks, posted %)

5 Year Mortgage Rate (banks, posted %)
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Contributions to Canadian Economic Growth

Q2 2015
Q32015

Q4 2015
Q12016

Q2 2016

Q32016
Q42016
Q12017
Q2 2017

Q32017

11/21/2018

i
AltusGroup

== Household
Consumption

mm Government
Consumption
= Capital Investment

mm Net Exports

e==Total

Q4 2017
Q12018
Q2 2018

6.0 -
4.0 -
2.0
(2.0) -
(4.0) -
m m m Mm g - - I un
o O O O O O o o o
o~ o~ o~ o~ o~ o~ o~ o~ o~
— N MmN I = N M < o=
o o o o o o o o o
AltusExpertServices
altusgroup.cort  Qidaltus_group (@ EconomistNorman

Source: Altus Group based on Statistics Canada

Job Growth Has Come Off 2017 Highs

Year-over-year change in jobs (000s)
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Q32018 Y/Y change in jobs (000s)

120.0

100.0

80.0

60.0

40.0

20.0 -

0.0

By
Province
83
56
16 18

7
(%) =z o —
= o o kL

i
AltusGroup

Oct 2018 Y/Y Change in jobs (%)
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Net Migration Trends Strongly Boosting Ontario and

Quebec

Average
2005-
2014

2015 2016

British Columbia 459 36.9 59.1
Alberta 56.3 29.5 213
Saskatchewan 7.5 6.1 10.4
Manitoba 7.7 10.8 16.0
Ontario 91.0 85.8 160.3
Quebec 37.9 24.8 455
Atlantic Canada 1.4 6.0 17.0
Canada* 2476 199.9 330.0
* Includes Northwest Territories, Nunavut and Yukon.
AltusExpertServices
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Distribution
05-14 2017

January-June
2017 2018

2017
Total Net Migration (Persons 000s)

Percent

61.3 33.6 35.6 19% 17%
23.8 9.1 17.9 23% 6%
7.2 4.2 2.0 3% 2%
13.6 8.0 4.8 3% 4%
179.3 82.0 113.3 37% 49%
68.1 35.8 439 15% 18%
15.6 9.5 8.7 1% 4%
369.5 183.1 226.3 100% 100%
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Source: Altus Group based on Statistics Canada

New Policy Will Increase Immigration Intake 2 AG
g tusGroup
20% in next three years o
Top Markets for Immigration (% of Total 2012-2017) Number of Immigrants, 000s
400 . .
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Existing Home Prices Stabilizing AltusGroup
550 Y/Y % Change in Price, Monthly
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Source: Altus Group, MLS® HPI
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Recent Price Change, Existing Homes

350 Y/Y % Change in Price, Monthly I 27-month price history (Sept. 2016-Aug. 2018)
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Government Bond and Mortgage Rates AltusGroup
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Source: Altus Group based on data from Bank of Canada/ Major Financial Institutions/ Bloomberg

Household Balance Sheet Factors
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Residential Renovation Spending Surged Ahead in

Early 2018

2002=100 (constant dollars)
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Residential Renovations — Our Love Affair Continues AltusGroup
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Lots of Opportunity for Renovators on Homes Built

After WWII and Before 1981

M % of Units in Need of Major Work
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B Number of Units in Need of Major Work (000s)

1920 or before 15.0%

1921 to 1945 12.8%
10.1%

8.5%

7.3%

1981 to 1990

1991 to 1995
1996 to 2000
2001 to 2005
2006 to 2010

2011to 2016
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Renovation Intentions Up in Ontario and Nationally
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% of homeowners planning to renovate*

Spring 2017  m Spring 2018
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r more in next year (4Q average)
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Source: Altus Group FIRM Survey

16




11/21/2018

Valuation Parameters

Historical - Toronto

Downtown Class "AA" Office

PERCENT
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Economic Impact?
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Growing Op” Fast: Cannabis Facilities Across Canada AltusGroup
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Imports and Exports of Building Materials, Canada AltusGroup
SCdn. 2017 (Billions)
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Exports from Canada, Merchandise and Building Products, P
Canada, 1998-2018 AltusGroup
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Recent Trends in Building Products Trade

Changes in Canadian Exports of Selected Building
Materials by Type, 20181

Tools and Machinery
Steel

Petrochemical & Asphalt
Paint

HVAC & Appliances

All Building Materials
Wood

Masonry and Aggregate

Plastics and Rubber

Electrical

-5 0 5 10 15 20
Year-Over-Year % Change
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2017 Trade in Building Products with Canada,
Selected Areas

$Cdn. 2017 (Billions)
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Construction Cost Trends: Trades Escalation AltusGroup
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1  General Conditions & Fees _ = = =
2  Site Work & Earthworks = = = =
4 Masonry = =/1 = =
5  Metals = =/ = =
6 Carpentry =1 =/ = =
7 Thermal & Moisture Protection =/ = = =
8 Doors & Windows =/
10 Specialties = = = =
11 Equipment (Appliances) = = = =
12 Fumishings = = = =
13  Special Construction = = = =
15  Mechanical =/ _ =
16  Electrical =/ _ =
AltusExpertServices
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Source: Altus Group Cost Consulting
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Gross Mismatch of Supply and Demand

Semi/Row

AltusExpertServices
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Residential Investment Still Lagging
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% of GDP Chronically Weak
3.8 Investment in New
a6 Residential Since

: Recession is
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32 4 N\ ~_  Typically, Look For
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08 | Rate of Investment
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Source: Altus Economics based on CMHC
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Source: Altus Economics based on CMHC
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Forecast by Province
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Housing Starts, Toronto CMA AltusGroup
Housing Starts Housing Starts, Monthly Annualized
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Renters More than Half of Household Growth in Last - AG
2 c tusGrou
Census Period — Expect Less Growth Going Forward d
Net New Households Total Household Growth (Left Side) Rental as Percent of T_otal
Annual Average (000s)  mmRental Household Growth (Left Side) Household Growth (Line)
300 A r 75%
250 + 293 o
- 50%
200 1 L60 175 176 180 177
4 149
150 ~+ i
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100 A 81 73 79
50 | 48 39 a1 >3 40
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Vacancy Rates Rose 2011-2016 But Have Tightened Since AltusGroup
o Vacancy Rates, Percent, Canada . Percent, Oct 2017, Metropolitan Areas
= Primary Condo
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Private Purpose-built Rental Apartment Starts

& Rental Apartment Starts

Private Purpose-built Rental Apartment

40 4  Starts, Canada*, (000s units)
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Recent Momentum in Rental
Apartment Starts by CMA

Medium Term **  Short Term ***

AltusGroup
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Where Have Recent Renters Been Accommodated? AltusGroup
Average Annual Change in Households, 2011-2016, Canada 50,000 Units, Canada*
40,000 36,728
32,059
Secondary Suites ‘ 11,155 30,000
20,000 17,656
10,000
Single Family Homes ‘ 28,930 0
Average Annual Average Annual Purpose Built Starts,
Purpose Built Purpose Built past 12 Months
Completions 2011- Completions 2016-
= Condominium Apartment 2015 2017
. Renter
® Purpose Built Apartment Condominium Occupied
Units 11,122 Apartments (000s
of Units) in
| Canada*
0 20,000 40,000 Owner
Total Growth 79,400 Occupied
AltusExpertServices * Major centres 50k+
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Source: Altus Group Economic Consulting based on data from Statistics Canada Census and CMHC
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Want to Stay Ahead of the Competition? AltusGroup

Altus Group Housing Provides the Little Numbers Behind
the Big Picture
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Thank you.

! ; - Peter Norman
Vice President & Chief Economist

National Economic Advisory peter.norman@altusgroup.com
@economistnorman

33 Yonge St., Toronto, Suite 500
@altus_group

2020 - 4th Street SW; Calgary, Suite 310 -
1055 West Georgia Street, Vancouver, Suite 2500 416-698-4653
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