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Resale Homes Market

Stable resale markets through 

2012

The resale market has stabilized 
somewhat in 2011 and this stability 
will continue into 2012. Sales will 
recover slightly in early to mid 
2012 as government stimulus eases 
consumer reluctance to spend and 
lower mortgage rates and prices make 
housing purchases attractive. However, 
sales will drop off later in 2012 as the 
slower employment growth in 2012 
make consumers more hesitant to 
buy. Overall, sales in 2012 will be little 
changed from 2011 levels, as a slowing 
economy is balanced by low long-term 
mortgage rates.

Activity among fi rst-time buyers will 
rise early in 2012 and repeat buyer 
demand will continue but at a slightly 
reduced level. In Kitchener, lower fi rst-
time buyer demand reduced sales in 
2011. The fall-off in sales of homes in 
the lower price ranges is consistent 
with a relative shift from fi rst-time 
buyers to repeat buyers. With many 
fi rst-time buyers having purchased 
homes early in 2010, they’re not a 

big factor in the market this year. In 
addition, employment for this group 
took longer to recover and many who 
found employment are still saving 
up for a down payment. Improved 
consumer attitudes and lower long 
term mortgage rates will support fi rst 
time buyer demand by the early part 
of 2012.

The Guelph story is slightly different. 
The 2010 sales rebound in Guelph 
was not as strong as in Kitchener, as 
some buyers put their intentions to 
buy on hold as prices jumped. Sales 
will be marginally higher in 2011, with 
sales peaking in the third quarter. Sales 
in the fourth quarter will decline from 
this peak level before moving higher 
through the fi rst three quarters of 
2012. 

More fi rst-time buyers/fewer 

repeat buyers

The fi rst-time buyer story for Guelph 
will resemble the story in Kitchener. 
In 2012 with low mortgage rates and 
little price growth, fi rst-time buyers 
who remained on the sidelines in 
2011 will be looking to buy their fi rst 
home. Mortgage rates will remain 
low throughout most of 2012, before 
beginning to increase later in 2012 and 
into 2013. Employment in the 15-24 
age group has been slowly improving 

Figure 2
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and households in this group will 
be better able to purchase a home 
in 2012. With little price growth 
expected in 2012, homes will remain 
within reach of many fi rst-time buyers. 
Although fi rst-time buyer demand 
will increase, the slowing economy 
will keep the number of fi rst-time 
buyers below the strong level of 
2010. Immigrants usually rent when 
they move to Canada, but move to 
homeownership within fi ve years. 
Immigration was strong over the 
last several years and some of these 
households will now be ready to buy 
a home.  

On the other hand, slowing equity 
gains will impact repeat buyers.  With 
little price growth expected in 2012, 
equity gains will slow and some 
homeowners will remain on the 
sidelines in 2012.  This will result in 
fewer repeat buyers.  

Listings to remain high

New listings will remain at a high 
level. With fewer completions, 
fewer homeowners are listing their 
homes for sale to move into a newly 
completed home.  On the other 
hand, the strong price growth in the 

fi rst half of 2011 will continue to 
draw some homeowners to list their 
homes through the end of this year 
and early in 2012.  But, with lower 
average prices in the latter part of 
2011 and minimal price growth in 
2012, potential repeat buyers may be 
discouraged from listing their home 
later in 2012.  The increase in the 
stock of homes and in the population 
will put upward pressure on listings.  
As a result, overall, listings will be little 
changed from the 2011 level.

Little price growth

Prices peaked in the second quarter 
of 2011, but have since come off 
this record.  Prices will continue to 
decline through the end of this year, 
before beginning to increase again in 
2012.  With a higher percentage of 
repeat buyers, the average price in 
2011 will increase by fi ve per cent 
in Kitchener and two per cent in 
Guelph.  For 2012, price growth is 
expected to be less than one per cent.  
An increased number of fi rst-time 
buyers, who usually buy lower-priced 
homes, will put downward pressure 
on the average price.  While the resale 
market favoured sellers through 

the fi rst three quarters of 2011, 
the market has become balanced in 
the latter part of this year and will 
continue to be balanced throughout 
most of 2012.  A balanced resale 
market will put little upward pressure 
on prices.

New Homes Market

Housing starts unchanged in 
2012

Housing starts in the Kitchener-
Cambridge-Waterloo (subsequently 
referred to as Kitchener) and Guelph 
Census Metropolitan Areas (CMAs) will 
decline in 2011, and remain relatively 
unchanged in 2012.  More choice in 
resale markets, slower job growth 
and modest growth in discretionary 
spending will create headwinds for new 
home construction in 2012.  Housing 
starts in 2011 have slowed after the 
pull-forward demand of late 2009 
and early 2010 brought additional 
buyers into the new home market.  In 
Kitchener, starts will only be marginally 
lower in 2011 due to the surge in 
apartment construction in the last half 
of this year.  On the other hand, Guelph 
starts have dropped signifi cantly due to 
weaker demand for all housing types. 
In Kitchener, single-detached starts 
will increase in 2012 as more land will 
create choice for prospective buyers.  
Land supply for detached dwellings is 
constraining building in some areas, but 
the new land opening up in Waterloo 
and possibly Cambridge in 2012 will 
temporarily alleviate this shortage. 
Migrants from the more expensive 
Toronto market are supporting demand 
for detached homes.  Builders have not 
been overbuilding, as the number of 
unsold units remains near historically 
low levels.  There is no need to slow 
down building to catch up with excess 
inventory.  

Figure 4
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Lower demand from fi rst-time buyers 
led to a decline in construction of the 
relatively more affordable townhouses 
in 2011, while, strong demand from 
immigrants, students and downsizing 
empty-nesters led to an increase in the 
construction of apartments, both rental 
and condominium.  In 2012, with more 
fi rst-time buyers in the market, demand 
for townhouses will increase.  Demand 
for apartments will remain strong, but 
will come off the strongest level in 
more than two decades.  Growth in the 
construction of higher density building 
types is in line with the Places to Grow 
Act and Waterloo Offi cial Plan.  

Single-detached starts will decline 
signifi cantly in Guelph in 2011 as some 
demand for new homes was pulled 
forward into 2010.  In addition, with 
single-detached new home prices 
rising at a signifi cantly higher rate than 
resale prices, homebuyers have looked 
to the resale market to buy a home.  
With uncertain economic conditions 
weighing on consumers and some 
land constraints in the City of Guelph, 
detached starts will remain at the 
current low levels in 2012.  Townhouse 
and apartment starts will also be little 
changed in 2012.  

The average price of a detached home 
has continued to grow this year and 
is expected to continue this upward 
pace in 2012.   Limited inventory 
and rising costs are putting upward 
pressure on prices.  Growth in the 
average Kitchener price has been much 
more muted than in 2010.  This was 
due to changes in the mix of homes 
sold and location of these sales.  The 
Guelph average price increased more 
signifi cantly due to the demand for 
more expensive homes.  Prices for 
single-detached homes will increase in 
line with the New Home Price Index 
(NHPI), which is expected to increase 
by two per cent in 2012.  The NHPI 

measures the change in the price of 
constant quality homes.

Local Economy

Slowdown in economic growth

In 2012, employment is expected to 
increase only modestly.  Kitchener 
employment has continued to pick 
up through the fi rst three quarters 
of 2011, but the rate of growth has 
slowed in the past three months after 
two years of strong employment 
gains following the recession.  On 
average, employment growth in 
2011will be stronger than in 2010.  
A diverse economy will bode 
well for job growth, but uncertain 
global and US growth will impact 
manufacturing and trade negatively, 
while increased student populations, 
many construction projects and the 
high-tech sector will strengthen the 
Kitchener economy.  Public sector 
growth will be limited as governments 
refrain from additional spending 
measures.

In Guelph, employment has been 
slower to recover this year.  After 

declining at the end of 2010, Guelph 
employment did not surpass the 
level in the fi rst half of 2010 until the 
third quarter of this year.  Overall, 
employment growth in 2011 will be 
muted.  In 2012, employment will 
grow at about the same pace as in 
2011.

In both CMAs, wage growth in 2011 
will be higher than the infl ation rate.  
Wages in Kitchener will grow by more 
than fi ve per cent, while Guelph wages 
will increase by more than three per 
cent.  But, in 2012, with a slowing 
economy, wage growth will only keep 
pace with infl ation.

Population continues to grow

Population growth is key to housing 
demand in the long run.  In Kitchener 
and Guelph, both natural increase 
and migration add to the population 
growth.  In both Kitchener and 
Guelph, population growth has slowed 
from the higher levels of the mid 
2000’s.  This is one of the reasons that 
housing starts are down.  Although 
migration is down from the early to 
mid 2000’s, migration to Kitchener is 

Figure 5
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expected to average close to 3,000 
for the next few years and more than 
800 to Guelph.

In the next fi ve years, there will 
be close to 25,000 more people in 
Kitchener than there are today or 
approximately 13,000 new households.  
Almost every new household needs 
a place to live.  Although mortgage 
rates and employment may affect the 
rate of household formation, still, it 
is expected that there will be a need 
for more than 10,000 new housing 
units in the next fi ve years.  The type 
of housing required will vary by age 
group, economic conditions and land 
supply.

Mortgage rate outlook
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 fi nancial 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 fl at 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 fi ve-year posted mortgage rate is 
forecast to be within 5.2 to 5.7 per 
cent.
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Forecast Summary

Kitchener-Cambridge-Waterloo CMA

Fall 2011

2008 2009 2010 2011f % chg 2012f % chg

Resale Market
MLS® Sales 6,269 6,580 6,772 6,325 -6.6 6,250 -1.2
MLS® New Listings 10,521 10,387 10,967 11,000 0.3 11,100 0.9
MLS® Average Price ($) 271,222 269,552 289,041 304,000 5.2 305,000 0.3

New Home Market
Starts:

   Single-Detached 1,446 1,161 1,255 1,175 -6.4 1,350 14.9
   Multiples 1,188 1,137 1,560 1,575 1.0 1,350 -14.3
      Semi-Detached 82 62 94 30 -68.1 40 33.3
      Row/Townhouse 569 565 498 270 -45.8 310 14.8
      Apartments 537 510 968 1,275 31.7 1,000 -21.6
   Starts - Total 2,634 2,298 2,815 2,750 -2.3 2,700 -1.8

Average Price ($):

   Single-Detached 352,644 345,289 378,811 382,000 0.8 390,000 2.1

New Housing Price Index (% chg.) 2.4 0.6 1.3 2.8 - 2.0 -

Rental Market
October Vacancy Rate (%) 1.8 3.3 2.6 2.0 -0.6 1.8 -0.2
Two-bedroom Average Rent (October) ($) 845 856 872 885 - 900 -

E i O iEconomic Overview
Mortgage Rate (1 year) (%) 6.70 4.02 3.49 3.60 - 3.56 -
Mortgage Rate (5 year) (%) 7.06 5.63 5.61 5.42 - 5.43 -
Annual Employment Level 259,900 255,400 263,700 277,300 5.2 279,500 0.8
Employment Growth (%) 2.5 -1.7 3.2 5.2 - 0.8 -
Unemployment rate (%) 6.0 9.5 8.0 6.9 - 6.7 -
Net Migration 3,168 2,457 2,865 2,900 1.2 2,950 1.7

MLS® is a registered trademark of the Canadian Real Estate Association (CREA).
** Percent change > 200%
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

Guelph CMA

Fall 2011

2008 2009 2010 2011f % chg 2012f % chg

Resale Market
MLS® Sales 2,794 2,878 2,834 2,845 0.4 2,840 -0.2
MLS® New Listings 4,830 4,456 4,542 4,600 1.3 4,700 2.2
MLS® Average Price ($) 267,329 265,799 295,207 300,500 1.8 303,500 1.0

New Home Market
Starts:

   Single-Detached 425 299 406 275 -32.3 275 0.0
   Multiples 662 268 615 375 -39.0 390 4.0
      Semi-Detached 44 74 34 50 47.1 50 0.0
      Row/Townhouse 160 124 391 150 -61.6 160 6.7
      Apartments 458 70 190 175 -7.9 180 2.9
   Starts - Total 1,087 567 1,021 650 -36.3 665 2.3

Average Price ($):

   Single-Detached 371,957 367,011 385,227 435,000 12.9 443,000 1.8

New Housing Price Index (% chg.) (Ont.) 3.5 0.1 2.4 n.a. - n.a. -

Rental Market
October Vacancy Rate (%) 2.3 4.1 3.4 2.2 -1.2 2.0 -0.2
Two-bedroom Average Rent (October) ($) 869 874 887 896 - 905 -

Economic Overview
Mortgage Rate (1 year) (%) 6.70 4.02 3.49 3.60 - 3.56 -
Mortgage Rate (5 year) (%) 7.06 5.63 5.61 5.42 - 5.43 -
Annual Employment Level 77,400 75,300 75,500 76,600 1.5 77,700 1.4
Employment Growth (%) 4.6 -2.7 0.3 1.5 - 1.4 -
Unemployment rate (%) 5.6 8.3 7.9 6.3 - 6.2 -
Net Migration 1,016 839 917 925 0.9 935 1.1

MLS® is a registered trademark of the Canadian Real Estate Association (CREA).
** Percent change > 200%
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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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 now available for free on 
CMHC’s website. You can now 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.

©2008 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. 
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