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Resale Home Market

Sales slightly lower in 2013

Sales in 2013 in both KCW and
Guelph will be slightly lower than

in 2012.Although the Guelph resale
market is currently favouring sellers,
all resale markets in the area will

be balanced in 2013. Overall, sales

of existing home sold through the
Kitchener-Waterloo Association of
Realtors® will decline 2.8 per cent in
2013, while sales through the Guelph
and District Association of Realtors®
will decline by 5.3 per cent.

The slow pace of economic growth,
global financial uncertainty and

less favourable mortgage market
conditions will temper gains in sales
early in 2013. Despite sales volumes
dropping on an annual basis, improving
economic conditions and stable
home prices will support housing
demand by the second half of 2013.
Mortgage rates will remain close to
current levels for most of 2013.The
low mortgage rates will continue to
support demand. Population growth
will also support housing demand.
Migration will add close to 2,800
persons in 2013.

First-time buyer demand has declined.
Although income growth has kept
pace with home price growth in
2012, tightened mortgage rules have
delayed some renter households from
making the move to homeownership.
Low vacancy rates are one indication
that renter households are staying
put longer.Tighter mortgage market
conditions mean first-time buyers
(FTBs) will have to save more for a
down payment or look for a more
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affordable home to purchase.This will
result in some households remaining
in rental accommodation longer.
Move-up buyers will continue to drive
demand as they are less sensitive to
economic uncertainty and generally
are households that have more equity.

Listings to decline

Listings have increased in 2012 in
KW.The increase in listings for lower

priced home types was much higher
than listings for more expensive
single-detached homes. But, with
fewer FTBs to buy these homes,
some homes have been staying

on the market longer.With more
choice, buyers can take longer to
make their choice. Move-up buyers
have listed their homes for sale to
take advantage of the equity in their
homes, as prices remain high. This
may be in anticipation of the expected
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decline in prices due to softer market
conditions.

Going forward, listings in KW will be
lower than in 2012.With fewer FTBs,
there is less demand for the home
which move-up buyers are putting

on the market.Also, with little to no
price growth expected, homeowners
have less of an incentive to move.
More homeowners will be staying put.
This may be good for the renovation
market.

In Guelph, listings declined in 2012.
One source of listings is move-up
buyers listing their homes for sale
to buy new. But, with lot shortages
leading to lower single-detached
construction, some move-up buyers
decided to remain in their current
homes and not list their homes for
sale. In 2013, listings will again decline
as home prices remain relatively
stable.

Little price growth

Kitchener prices will increase at a
much slower pace than in Guelph in
2012.1n 2013, both areas will see only
marginal growth in home prices.With
a balanced resale market, price growth
has been more subdued in Kitchener.
In Guelph, a sellers’ market led to
higher price growth in 2012. Both
markets will be balanced throughout
most of 2013.

New Homes Market

KCW starts to decline

Housing starts in the Kitchener-
Cambridge-Waterloo (KCW) and
Guelph Census Metropolitan Areas
(CMAs) will decline slightly in 2013.
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Starts will be in line with demographic
needs. In KCW, more than 2,500 new
households are expected to be added
annually, while in Guelph more than
800 new households will be added. In
addition, slowing employment growth,
more choice and relatively lower
prices in the resale home markets, and
little growth in discretionary spending
will create headwinds for new home
construction in 201 3. Economic
uncertainty both in Europe and the
U.S. is weighing on consumers and
their intentions to buy a home. But, an
improving economy by late 2013, low
mortgage rates and population growth
will support demand for new homes.

Overall, housing starts in KCW in
2012 will increase marginally from
2011.1In 2013, starts will move slightly
lower, with slight gains in single-
detached construction being offset
by lower apartment construction.
Single-detached starts in KCW will
move marginally higher in 2013

as construction begins on a new
subdivision in West Waterloo. Single-
detached construction has been on a
downward trend over the past decade,

but has somewhat plateaued in the
past couple of years. Demographic
changes, land supply, affordability and
Places to Grow all played a part in the
decline of the single-detached home.
Based on the average starts for the
past five years, there is more than six
years supply of lots available in draft-
approved and registered plans. In the
short-term, the number of registered
lots influences starts activity. The
supply of lots available for single-
detached construction in Cambridge
and Woolwich is less than a year

and will impact new construction in
these areas during 201 3. But, with

an increase in registered single-
detached lots in Waterloo, starts will
be higher in 2013.The average price
of single-detached homes continued
to rise in 2012. New single-detached
absorbed prices increased more
than ten per cent in the last year,
well above the growth of about four
per cent for detached homes in the
resale market Prices will continue

to increase in 2013, but at a more
subdued level than in 2012. Limited
inventory and rising costs will exert
upward pressure on prices. One of
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the main reasons homebuyers look to
the resale market first for a home is
affordability.

Townhouse and apartment
construction will slow somewhat
from the strong pace of the past two
years in KCW.Apartment starts will
be little changed in 2012, with an
increase in condominium apartment
starts offsetting a decline in rental
apartment starts. In 2013, both rental
and apartment starts will decline
from the elevated levels in 201 |

and 2012.Although both rental and
condominium apartment starts are
expected to decline slightly in 2013,
they will still be above their historical
average. Higher density housing in
KCW is in line with requirements to
build more housing in built-up areas
in Places to Grow. Demand from
students, immigrants, young adult
households, and downsizing baby
boomers will support apartment
starts in 2013. Higher density housing,
especially near the universities and
along the new LRT corridor will
continue. But, new building north of
the universities has been put on hold
to formulate a revised community
plan. First-time buyers and smaller
households led to the increase in
townhouse construction in 2012

and will support the strong level of
townhouse construction in 201 3.
With new mortgage rules in place,
many first-time buyers, who would like
to buy new, are purchasing the more
affordable townhouse. Condominiums
are becoming more popular with
investors, especially condominiums
near the universities, which can be
rented to students, both undergrad
and graduate, young professors,

and people working in the high-

tech sector in uptown Waterloo.A
Community Building Strategy is being
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developed for the 36 km Central
Transit corridor between Waterloo
and Cambridge. This is a long-term
strategy, but may be influencing where
and when developers will be active in
the short-term.

Household growth slowed between
2006 and 201 I.This was reflected in
the lower number of housing starts
in the last five years. Households

are getting smaller. One-person
households, lone-parent households
and couples with no children

are increasing, while households
comprised of couples with children
are on the decline.What this means is
that there will be increased demand
for smaller accommodations and less
demand for large family homes.Also,
affordability will be front and centre
for many of these households. Builders
will need to respond to this new
reality. In fact, this is what has been
occurring. The increase in apartment
construction and the decline of
starts for single-detached homes has
reflected the change in households.
Adding to the increased demand for
smaller properties is the impact of
the baby boomers downsizing as they
move into retirement.

Guelph starts to
remain unchanged

In Guelph, starts will decline
marginally in 2012 due to the slight
decline in apartment construction.
Construction will pick up in the
second half 2012 and continue into
2013 as the City of Guelph moves

to meet the targets set out in the
Development Priorities Plan.In 2013,
starts in Guelph will again remain
virtually unchanged as an increase

in single-detached construction is
offset by a slight decline in apartment

construction. Single-detached
construction will move slightly higher
in 2013 as more registered lots
become available for construction.An
increase in townhouse and apartment
construction in the last couple of
years has been in response to the shift
to higher density housing due to the
Places to Grow and a demographic
shift to smaller households.

Local Economy and
Employment

Slow growth for the global economy
and uncertainty regarding government
debt will temper job creation in the
immediate term. Growth in consumer
and government spending will slow in
2013 resulting in slower employment
growth in the government and retail
sectors. Nevertheless, improving
employment conditions in the US and
less global economic uncertainty will
boost job creation by the second half
of 2013.

Both CMAs have a diverse economy,
but do respond favourably to an
improving US economy. Manufacturing
jobs have been moving higher in KCW
in the past few months, but this has
been offset by lower employment in
the services sector. Employment in
the high-tech sector, which had been
a source of growth, has stabilized.
Public sector growth will be limited as
governments struggle with high debt
loads.

Kitchener average weekly earnings
have increased over the last six
months from lower first quarter
levels. For 2012, growth will be about
two per cent. Guelph wages peaked
in the first quarter and have been
declining for the past six months,

but overall wage growth in 2012 will
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be about six per cent.This strong
wage growth has supported housing
demand.With wage growth outpacing
the growth in home prices in 2013,
demand will respond favourably by the
latter part of 2013.

Mortgage Rate Outlook

Mortgage rates to remain low

Although there is significant
uncertainty, mortgage rates are not
expected to change in 2012. Slight
increases are expected in 2013, but
rates will remain low by historical
standards.

According to CMHC’s base case
scenario, for 2012, the one-year
mortgage rate is forecasted to be
within 2.75 per cent to 3.50 per
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cent. For 2013, the one-year posted
mortgage rate is expected to rise and
be in the 3.00 per cent to 4.00 per
cent range, while the five-year posted
mortgage rate is forecasted to be

within 5.00 per cent to 5.75 per cent,
consistent with higher employment
and economic growth prospects in
2013.
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Forecast Summary

Kitchener-Cambridge-Waterloo CMA
Fall 2012

Resale Market

Cestovptes

MLS® Sales 6,495 6,589 6,406 6,200 -32 6,025 -2.8
MLS® New Listings 10,118 10,649 10,891 11,600 6.5 11,200 -34
MLS® Average Price ($) 274,803 297,818 312,305 317,500 1.7 318,000 0.2

New Home Market

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

Economic Overview

2009

33
856

2010

2.6
872

2011

1.7
889

2012f

1.7
915 -

% chg

0.0

2013f

1.8
935

% chg

Starts:
Single-Detached 1,161 1,255 1,186 980 -17.4 1,025 4.6
Multiples 1,137 1,560 1,768 1,980 12.0 1,790 -9.6
Semi-Detached 62 94 38 40 5.3 40 0.0
Row/Townhouse 565 498 286 480 67.8 450 -6.3
Apartments 510 968 1,444 1,460 1.1 1,300 -11.0
Starts - Total 2,298 2,815 2,954 2,960 0.2 2,815 -4.9
Average Price ($):
Single-Detached 345,289 3788l1 394,169 425,000 7.8 427,000 0.5
New Housing Price Index (% chg.) 0.6 1.3 29 29 - 2.0 -

0.1

Mortgage Rate (| year) (%) 4.02 3.49 3.52 3.37 - 3.78 -
Mortgage Rate (5 year) (%) 5.63 5.6l 5.37 5.26 - 5.37 -
Annual Employment Level 255,400 263,700 276,100 279,400 12 279,500 0.0/
Employment Growth (%) -1.7 32 4.7 1.2 - 0.0 -
Unemployment rate (%) 9.5 8.0 6.8 6.6 - 6.6 -
Net Migration 2,533 3,087 2,862 2,800 2.2 2,800 0.0/

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 2012

Resale Market
MLS® Sales

MLS® New Listings
MLS® Average Price ($)

New Home Market
Starts:
Single-Detached
Multiples
Semi-Detached
Row/Townhouse

Apartments
Starts - Total

Average Price ($):
Single-Detached

New Housing Price Index (% chg.) (Ont.)

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

Economic Overview
Mortgage Rate (| year) (%)
Mortgage Rate (5 year) (%)
Annual Employment Level
Employment Growth (%)
Unemployment rate (%)

Net Migration

2009

2,878
4,456
265,799

367,011

0.1

4.1
874

4.02
5.63
75,300
-2.7
83
858

2010

2,834
4,542
295,207

406
615
34
391
190
1,021

385,227

24

34
887

3.49
5.61
75,500
0.3

79
1,284

2011

2,982
4,507
305,100

260
504

197
257
764

436,502

3.6

1.1
903

3.52
5.37
78,300
37

5.6
1,230

2012f

2,825
4,350
321,200

270
480

50
250
180
750

433,000

n.a.

1.0
930

3.37
5.26
80,400
27

5.2
1,200

% chg

-5.3
-35
5.3

38
-4.8
0.0
26.9
-30.0
-1.8

-0.1

201 3f

2,675
4,200
321,700

160

435,000

n.a.

Rental Market

.1
950

3.78
5.37
81,000
0.7

5.2
1,200

% chg

-5.3
-34
0.2

0.1

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 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 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.

©2012 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 chic@cmhc.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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Housing market
intelligence
you can count on

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

Rental Market Reports, Major Centres

Rental Market Statistics

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.

On June 1,2012,
CMHC's Market Analysis
Centre turned 25!

CMHC's Market Analysis Centre
has a strong history as the
Canadian housing industry's
""go-to"” resource for the most
reliable, impartial and up-to-date
housing market data analysis and
forecasts, in the country.

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.

Housing for Older Canadians -
The Definitive Guide to the Over-55 Market

m Independent Living
m Aging in place
m A Series of Online Guides

Find out more



https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000055
http://www.cmhc.ca/od/?pid=61504
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000063
http://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0000000129
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000063
https://www03.cmhc-schl.gc.ca/catalog/productDetail.cfm?cat=106&itm=1&lang=en&fr=1295528223024
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000070
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000070
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000070
https://www03.cmhc-schl.gc.ca/catalog/productDetail.cfm?lang=en&cat=56&itm=1&fr=1326729770187
http://www.cmhc.ca/od/?pid=65446
https://www03.cmhc-schl.gc.ca/catalog/productDetail.cfm?cat=58&itm=1&lang=en&fr=1295528970635
http://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0000000128
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000059
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000079
https://www03.cmhc-schl.gc.ca/catalog/productDetail.cfm?cat=124&itm=1&lang=en&fr=1295529160963
http://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0000000112
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000160
www.cmhc.ca/housingmarketinformation

	HsgMkt_LAND_Oct4_OPIMSNo: 64323_2012_B02


