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market, following the decline caused
by the wave of buyers catching up on
and moving up their home purchases.
Lastly, the rental market will be easing,
on account of the construction of
many rental housing units, especially

in 2010. Still, the market will remain
tight, given the presence of factors
supporting demand: rising employment
and significant migration.

Job market: moderate growth

The labour market remains robust

in the area, as evidenced by the
continued growth in full-time jobs.
The CMA has one of the lowest
unemployment rates in the country,
with a rate that reached 4.4 per cent
this past September.

This year, employment will continue
to reflect the activity generated by
the investments in infrastructure

on the part of the three levels of
government and resulting from the
many commercial and residential
construction projects in the area.

In fact, job creation will likely come
from the construction sector and the
professional, scientific and technical
services sector. This last sector is in
fact linked to the construction sector,
since it includes jobs in engineering,
related services and surveying.

Next year, a large share of the
government investments will be
completed, which will slow overall
employment growth. Still, some
sectors should continue to fuel the
labour demand, such as finance and
insurance, and health care.As well,
the provincial forecasts are calling

for rather moderate economic
growth in 201 | and 2012, and there
is definitely some uncertainty about
where conditions are going.While the
Québec CMA economy is solid, the
area will still be affected by this more
general environment, and employment
growth will be less significant than in
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2010 (+3.8 per cent), attaining 1.5 per
cent. In 2012, this growth is expected
to moderate and reach | per cent.

Demographics: migration
inflow to maintain momentum

The strong job creation in recent
years has both attracted and retained
workers in the area.ln 2010, net
interprovincial migration in the CMA
became positive, which had not been
seen in years.The gains were greater
than the losses, especially in the
exchanges with Ontario and Alberta.

International migration picked up,

as the number of newcomers rose

to 2,600 in 2010. However, it is
important to mention that the rise in
net international migration in recent
years has also been attributable to the
increase in the immigration targets set
by the provincial government.

Finally, the influx from other regions
of Quebec remains the main

source of new residents. The strong
employment will bring a large number
of newcomers to the area and retain
residents in the CMA. Net migration
should therefore be expected to

stay at sustained levels both this year
(5,100 people) and next year (5,300
people). This population inflow into
the area will maintain a robust housing
demand, particularly on the rental
market.

Mortgage Rates

Recent announcements by the Bank of
Canada have indicated that the Bank
will be leaving the target overnight
interest rate unchanged at 1.0 per
cent for some time to come. The
Bank has been noting that in light of
slowing global economic momentum
and heightened financial uncertainty,
the need to withdraw monetary
policy stimulus has diminished. The
last increase in the overnight interest

rate occurred on September 8,2010
when the Bank of Canada raised it

by 25 basis points. Mortgage rates,
particularly short term mortgage
rates and variable mortgage rates, are
expected to remain at historically low
levels.

According to CMHC’s base case
scenario, posted mortgage rates

will remain relatively flat until late
2012. For 2012, the one-year posted
mortgage rate is expected to be in
the 3.4 to 3.8 per cent range, while
the five-year posted mortgage rate is
forecast to be within 5.2 to 5.7 per
cent.

Resale market: more choice
for buyers

As was the case in several areas of
the province, the year 2010 marked,
for the Québec CMA, the end of

the period during which buyers had
caught up on and moved up their
existing home purchases.With many
households having taken advantage of
the low interest rates, a decrease in
MLS® transactions was then recorded
in the second quarter of 2010, and the
decline continued through the rest

of the year. Since this past spring, the
market has been gradually regaining
strength, but activity has been less
significant than that observed over
the last five years, given that a number
of buyers had made their purchases
earlier than planned.This situation,
combined with the rise in new listings,
increased the total stock of properties
for sale.As a result, the average
number of sellers per buyer (seller-
to-buyer ratio) reached 6.5 to | for
the first three quarters of this year.
Such market conditions had not been
seen in about ten years in the CMA.
As well, even though the market eased
the most in the case of condominiums
(seller-to-buyer ratio of 7.5 to 1),

the single-family home segment also
showed notably softer conditions
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(seller-to-buyer ratio of 6.1 to I).

For 201 | overall, the market will
reflect a slight increase in activity

(+2 per cent) over 2010, and there
should be a total of 7,200 transactions
conducted through real estate

agents. In 2012, transactions will rise
again (+4 per cent), and total MLS®
sales will reach 7,500 units.The

fundamentals supporting demand will
still be favourable in the CMA: rising
employment, strong migration and low
interest rates.

As well, buyers will enjoy a greater
choice of properties for sale, which
will make it easier for them to find
and purchase a home.In 201 | and
2012, there should be an average

of about 4,000 active listings, for

a significant increase in supply
compared to previous years (+30 per
cent over 2010). Still, it is expected
that, overall, the market will continue
to favour sellers. It should be noted,
however, that condominiums will be
the housing type with the least tight
market conditions, as the increase in
supply in recent years has added many
units to the existing housing stock.

The easing of the market will
therefore moderate the price
increases, and the average price of
residential properties will reach
$252,000 in 201 | (+6 per cent) and
$ 262,000 in 2012 (+4 per cent).

New home market: pace to
slow down

Residential construction was very
active in the CMA in 2010, with
housing starts having reached

their highest level in 23 years.The
new home market benefited from
favourable conditions and a tight
existing home market. Consequently,
in addition to the effects of buyers
catching up on and moving up their
home purchases, demand from the
existing home market spilled over
onto the new home market. Lastly,
the tight rental market conditions
also stimulated rental housing
construction.

These particularly favourable
conditions for the new home market
also had an impact on single-detached
home building. While starts had

been falling since 2005, the year
2010 marked an exception, with an
increase of | per cent.This year and
next year, the downward trend in
single-detached home building will
continue to be felt. In fact, for 201 [,
a 27-per-cent decrease in starts of
this type is expected. In 2012, activity
will fall again, but to a lesser extent
(-8 per cent), and starts will hit a low
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of 1,200 units. It should be noted
that buyers are increasingly turning
to semi-detached and row homes,
which are more affordable than single-
detached houses. This turnaround in
the trend is attributable not only to
the general rise in home prices but
also to the major hike in land prices
in the area (+53 per cent between
2006 and 201 I), which supports the
intensification trend that has been
observed in the CMA for the past few
years. Rental housing starts will be
on the decline, in both 2011 (-16 per
cent) and 2012 (-10 per cent). Semi-
detached and row homes will remain
popular, but starts are expected to
register a small decrease in 201 |

(4 per cent) and then remain stable
in 2012.The solid job market and
affordable financing conditions will
support demand for such dwellings.

Condominiums are enjoying

unprecedented popularity in the CMA.

Construction of this type reached a
peak in 2010, with 1,727 starts, and

a similar level of activity is expected
this year. In 2012, the results will
reflect an adjustment between supply
and demand.The short-term supply?
reached a new high in the third
quarter of this year (1,627 units),

for an increase of 52 per cent over
the corresponding total last year. In
addition, conditions on the existing
condominium market have clearly
eased, as this market is moving closer
to balanced territory, with supply
growing faster than demand. In fact,
for the first three quarters of the
year, the volume of MLS® transactions
was relatively stable (+0.4 per cent)
in relation to the corresponding
period in 2010. On the supply side,

it was rather a hike of 47 per cent in
active listings that was observed for
the same period. On the new home
market, this adjustment between
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supply and demand will lead to a
decrease in starts in 2012 (-24 per
cent). Still, construction should begin
on 1,300 units, a historically high level.
Demand for condominiums is on

the rise, partly on account of their
affordability, as the proportion of
purchases of such dwellings is growing
not only among older households but
also among younger ones (under the
age of 25).

The particularly tight rental market
in the CMA (vacancy rate of | per
cent) stimulated rental housing
starts in 2010.The construction of a
number of retirement homes had also
contributed to the increase in new
rental units. This year, rental housing
starts will register a decrease ( 37
per cent). For one thing, the units

of several new rental buildings are
still being absorbed and, for another,
few new seniors’ housing units are
expected to get under way. In fact,
there has been a major increase

in supply in recent years, and the
population aged 75 years or older is
currently stable. For 2012, the level
of activity should be comparable to
this year’s volume, and rental housing
starts should reach 1,200 units, which
is still relatively high.

Total housing starts will therefore
be on the decline over the next two
years, with 5,400 units expected

in 2011 (-19 per cent) and 4,900,

in 2012 (-9 per cent). Still, activity
remains significant from a historical
standpoint and reflects the strength
of the economy in the CMA and
the affordable mortgage financing
conditions.

Rental market: conditions to
remain tight despite easing

The conditions that have been

prevailing in the Québec area for the
past several years have helped keep
conditions tight on the rental market.
In fact, the surge in employment,
combined with the strong migration,
contributed to boosting demand for
rental housing.

Last year, the rental market in the
Québec area eased slightly, as the
vacancy rate rose from 0.6 per cent
in October 2009 to | per cent a year
later. This easing of the relationship
between supply and demand was
attributable to an increase in the
supply of new rental housing units. In
fact, it was in the case of structures
built in the year 2000 or after that
the easing of the market was felt the
most. In these structures, the vacancy
rate rose from 0.l per cent in 2009
to 1.2 per cent in 2010. One could
think that this result had to do with
the recent increase in supply (many
new rental housing units are currently
being absorbed) and the higher rents
charged in these newer buildings.

This year, the factors cited earlier
supporting a robust demand for rental
housing—rising employment and
strong migration to the area—remain
well in place. Still, the recent increase
in supply should again be reflected in
the overall vacancy rate. In 201 I, this
rate should reach |.4 per cent,and
the market will continue to ease in
2012, as the rate should rise to 1.8
per cent.

In 2011 and 2012, less significant rent
increases are expected, given the
softer market conditions. The average
rent for two-bedroom apartments
should go up to $705 in 201 | and
then to $715 in 2012.

2 The short-term supply corresponds to the number of condominiums under construction, plus the still unabsorbed units in completed buildings.
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Forecast Summary

Québec CMA
Fall 201 |

New Home Market

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

Net Migration

2008

0.6
653

2009

0.6
676

2010

1.0
692

201 If

1.4
705

% chg

2012f

Resale Market'

Starts:
Single-Detached 2,031 1,746 1,768 1,300 -26.5 1,200 1.7
Multiples 3,426 3,767 4,884 4,100 -16.1 3,700 -9.8|
Starts - Total 5,457 5513 6,652 5,400 -18.8 4,900 -9.3
Average Price ($):
Single-Detached 261,871 294,172 292,370 320,000 9.5 335,000 4.7
New Housing Price Index (% chg.) 5.3 7.0 3.2 2.5 - 2.0 -

Rental Market’

1.8

Economic Overview

Mortgage Rate (| year) (%) 6.70 4.02 3.49 3.60 - 3.56 -
Mortgage Rate (5 year) (%) 7.06 5.63 5.6l 5.42 - 5.43 -
Annual Employment Level 393,800 395,100 410,200 416,300 1.5 420,500 1.0
Employment Growth (%) 2.1 0.3 38 1.5 - 1.0 -
Unemployment rate (%) 4.5 4.9 4.9 5.5 - 52 -

5017 4,682 4,979 5,100 2.4 5,300 3.9

% chg

MLS® Sales 7,838 7,962 7,074 7,200 1.8 7,500 42
MLS® Active Listings 3,254 3,243 3,106 4,000 288 4,100 25
MLS® Average Price ($) 197,450 212,203 237,294 252,000 6.2 262,000 4.0

"Source : QFREB by Centris®

? Privately initiated rental apartment structures of three units and over

Sources: CMHC (Starts and Completions Survey, Market Absorption Survey), adapted from Statistics Canada (CANSIM), QFREB by Centris®
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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 [-800-668-2642 or by fax at [-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 [-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.

©201 | 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; 6 13-748-2367 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



Housing market
intelligence
you can count on

FREE REPORTS AVAILABLE ON-LINE CMHC's Market Analysis
Centre e-reports provide

m Canadian Housing Statistics
a wealth of detailed local,

Housing Information Monthly o . .

' provincial, regional and national
Housing Market Outlook, Canada Fraka el
Housrng Market Outlook, nghllght Reports — Canada and Regional e e
Housing Market Outlook, Major Centres T e e
Housing Market Tables: Selected South Central Ontario Centres about local, regional and
Housing Now, Canada national housing trends.
Housing Now, Major Centres m Statistics and Data —
Housing Now, Regional Information on current

housing market activities —

. starts, rents, vacancy rates
Northern Housing Outlook Report el U e

Monthly Housing Statistics

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

Get the market intelligence you need today!

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

) ) Housing Starts — Canada, All
< Housing Market Information SkSae
The seasonally ad|usled annual rale of

*  housing starts decreased Fmrl'l 204 500 -
g + Monthly Housing Starts el febatigiay
3 < (& suediiod |
o One simple tool to share or host on your website
& ~he simple 4 Canadi S



