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Housing Market Will Continue to Soften

The Charlottetown housing market
reached a |5 year high in 2004 with
a total of 490 new units in the City.
However, since this peak, the level of
new housing starts has begun to
return to more sustainable levels.
This significant increase in activity,
starting in 2001, was the result of a
number of variables aligning to
facilitate the growth. These con-
sisted of low interest rates, steady
employment growth, positive in-
migration, and when the cycle began,
relatively low home prices. While

most of these market fundamentals
remain, the recent price appreciation
of both new and existing homes is
beginning to have a negative impact
and will continue to do so over the
forecast period. There has also been
a significant level of activity related to
multiple starts. Most of the current
available units should be absorbed by
the end of 2007. As such it is ex-
pected that the overall housing
market will decline slightly over the
forecast period due to fewer multi-
ple starts in the rental market, and to
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a lesser extent, a decline in
single starts.

The rate of employment has per-
formed better than expected in
2007 whereas the labour force has
weakened. Both should continue to
show positive growth in 2008. As a
result there have been a few bright
spots in 2007 with increases in both
the business services and agricul-
tural sectors reported. Employment
in the construction sector has also
been stable in 2007 due to numer-
ous large nonresidential projects
remaining under construction.
Although the rate of growth has
slowed there are still better employ-
ment opportunities in the capital
region compared to other parts of
the province. As a result this has
continued to entice many to relo-
cate to the capital area. Signs that
diversification in the region contin-
ues should help to reinforce the
housing market in coming years.

Interest rates have remained low
over the past few years and have
remained fairly steady during the
past year. While rates are expected
to edge up slightly over the forecast
period, this is not expected to be
enough to dissuade potential
homebuyers.

Housing Market Outlook -

Positive net-migration is also one of
the factors contributing to the
impressive demand for housing in
the capital region. The 2006 Census
showed that the Charlottetown CA
recorded a net population growth of
1,391 people or 2.4 per cent, from
2001 to 2006.To further examine
this trend, Statcan’s Tax Filer Data
can be used to give us an indication
of where these people are coming
from. The data shows that in any
given year about 70 per cent of the
people moving to the capital region
are coming from elsewhere in the
province, with the rest coming from
other regions of the country or
from international locations. This
provides support to the trend that
there are a number of ex-Islanders
moving home to retire or finish
their careers. This is a great benefit
to the local housing market as many
of these people are coming from
much more expensive housing
markets, and as a result have accu-
mulated significant amounts of
equity. This is one explanation for
the substantial increase in the new
home price over the past five years.
The negative aspect to this data is
that it shows that the Island is
continuing to lose people in the

Average MLS® Sale Price to Rise Over the
Forecast Period
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18-24 cohort, while the largest influx
is in the 45-64 cohort. Although this
will have very little impact on the
forecast for the next two years, it
may dampen the housing market
over the longer term especially in
the first time segment of the market.

While the local housing market has
been performing well above average
since 2001, it is expected to con-
tinue its return to more sustainable
levels this year and next. The con-
struction of single and semi-de-
tached units for homeownership and
the sale of existing homes will fare
well during the next year, while
apartment starts should decline.

Rental Market: Fewer
Vacant Units Expected
in 2008

The vacancy rate should remain
almost flat in 2007 due to a combi-
nation of demand for rental accom-
modations and a slowdown in new
rental construction in the
Charlottetown area. This should
result in vacancy rate inching down
to 4.7 per cent in October of this
year from 4.8 per cent during the
same period last year. The vacancy
rate should decline further to 4.3
per cent in October 2008 as the
supply of new units continues to
slow. Demand will be supported by
sustained in-migration and the
continued easing of rental construc-
tion over the forecast period.

Expect to see a limited increase in
the average rent over the forecast
period due to fewer new units,
which tend to be at the high end
of the rental spectrum, and a
minimal allowable rent increase

of one per cent for 2008. Together
these should result in average two-
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bedroom rents of $655 and $675 in
2007 and 2008 respectively.

Resale Market: Sales
Activity to Remain
Relatively Stable

The number of resale transactions in
the Charlottetown area has re-
mained above the 500 level once
since the year 2000, and is expected
to continue to remain above this
level in both 2007 and 2008. In fact
sales are expected to increase to
550 units in 2007, a 13 per cent
increase over 2006, before slowing
marginally to 500 sales in 2008.
Sustained employment growth,
strong new listings and the rising
cost of new homes will help to keep
MLS® sales at these levels over the
next two years. Demand for existing
homes will be weakened somewhat
by the impact of mortgage rates and
the recent appreciation of prices.
However, the growing gap between
the cost of new and existing home
prices will continue to support more
potential home buyers to focus on
the existing market.

Average price growth is expected to
slow in 2008 after jumping almost
$20,000 in 2006 and another
$15,000 in 2007. This tremendous
growth has been fueled in part by an
increased number of sales in the
Stratford area, which on average are
newer and more expensive. There
has also been more waterfront or
water view properties sold and
these tend to be more expensive on
average across the province. Expect
the average MLS® sales price to
grow by || per cent in 2007

before reaching a more moderate
five per cent increase in 2008.
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New Home Construction
Poised to Slow

New home construction in the
Charlottetown CA should slow in
2007 and 2008, mainly due to fewer
rental starts. The 2006 levels were
buoyed by three condominium
projects which accounted for almost
20 per cent of the total starts in the
area and more than made up for the
slump in rental and semi-detached
starts. In 2007 semi-detached units
are expected to exceed the 2006
levels due to strong demand for the
product from first-time home
buyers. As first-time buyers show a
clear preference for new homes
compared to existing homes, and
the cost of a new single-detached
homes is now out of the financial
reach of some potential buyers,
semi-detached units are the logical
alternative for these buyers. As such
it is expected that the number of
semi-detached units will exceed the
2006 level in both of the next two
years.

Single starts, although slowing from
the near record pace set in 2004,
have continued to see activity at
above average levels. This decrease
can be partially attributed to rising
new home prices which have caused
some potential buyers to opt for the
resale market. The current influx of
people moving to the Island, how-
ever, should offset this trend and as
such we can expect 265 units in
2007 before seeing activity slow to
250 units in 2008.

Multiple rental starts have been on
the decline every year except one
since reaching a |5 year high in
2002 with 143 units. Due to in-
creased rental construction the
vacancy rate has been on the rise,
reaching 4.8 per cent in 2006,
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from the almost record low of

|.8 per cent in 2001. With the
vacancy rate forecast to reach

4.7 per cent in October 2007,
expect to see developers continuing
to focus on multiple starts for the
home-ownership market. As such,
rental starts are expected to remain
below the |0-year average in both
2007 and 2008.
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Forecast Summary

Charlottetown CA
Fall 2007

Resale Market

2004

2005

2006

2007f

% chg

MLS® Sales 506 521 486 550 13.2 500 9.1
MLS® New Listings 783 903 970 940 1,000 900 -4.3
MLS® Average Price ($) 131,013 139,988 144,036 160,000 1.1 167,500 4.7

New Home Market

Starts:

Single-Detached 331 305 276 250 -9.4 250 0.0

Multiples 159 143 191 125 -34.6 125 0.0

Starts - Total 490 448 467 375 -19.7 375 0.0
Average Price ($):

Single-Detached 179,488 188,741 186,774 192,500 3.1 198,275 3.0
Median Price ($):

Single-Detached 165,000 175,000 175,000 180,250 3.0 185,500 2.9
New Housing Price Index (% chg.) 3.6 4.2 22 3.0 - 3.0 -
Rental Market
October Vacancy Rate (%) 4.2 4.4 4.8 4.7 -0.1 4.3 -0.4
Two-bedroom Average Rent (October) ($) 610 617 638 655 2.7 675 3.1

Economic Overview

2008f  %chg

Mortgage Rate (| year) (%) 4.80 5.80 6.30 6.86 - 7.19 -
Mortgage Rate (5 year) (%) 6.05 6.30 6.45 7.02 - 7.41 -
Annual Employment Level (,000) 30,975 31,600 32,175 32,500 1.01 32,825 1.00
Employment Growth (%) 1.3 2.0 1.8 1.0 - 1.0 -
Unemployment rate (%) 83 8.1 7.6 7.4 - 7.6 -
Net Migration 329 -5 155 200 29.03 250 25.00

MLS® is aregistered trademark of the Canadian Real Estate Association (CREA).

Source: CMHC (Starts and Completions Survey, M arket 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.cmhec.ca/housingmarketinformation

To subscribe to priced, printed editions of MAC publications, call | 800 668-2642.

©2007 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.ge.ca; (613) 748-2367 or | 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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ANALYSIS REPORTS

December 2007

= Enhanced coverage of the secondary rental market
® Rental Market Reports — Major Centres

June 2007

= Spring Rental Market Survey Results
® Rental Market Report — Canada and Provincial Highlights
® Rental Market Statistics

®  Renovation and Home Purchase Report

May 2007

®  Housing Market Outlook — Canada and Regional Highlights Reports
®  Northern Housing Outlook Report

Throughout 2007

®  Coverage of additional centres:
- Abbotsford - Barrie
- Kingston - Guelph
- Peterborough - Brantford

CMHC has enhanced its suite of surveys and analytical reports to better serve you.

Visit regularly to find out more about our
product updates and to subscribe to our FREE electronic reports.
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