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New Home Market

New Home Construction
Under Pressure

New home construction will ease
back by 12 per cent to around
1,000 homes in 2009 from 1,140
home starts in 2008. The contrac-
tion will be felt across all housing
types, with the number of single-
detached home starts easing off by
about |3 per cent. Given their
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popularity, townhouse starts will
moderate by only 8.3 per cent. The
lower number of starts is attribut-
able to uncertainty about economic
prospects, limited land supply, demo-
graphic changes and more selection
in the resale home market.

Construction of single-detached
homes will continue to moderate
because of land supply limitations.
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This will translate into higher prices,
especially in the relatively built-up
northern part of St. Catharines-
Niagara. Given the land supply
limitations and Greenbelt legislation
constraints in the north, more active
residential construction is expected
to occur in the southern areas of
the region.

Single-detached homes will also
continue to lose their attraction due
to changes in the region’s demo-
graphic composition. The declining
average number of persons per
household suggests that smaller
households will require smaller and
less expensive homes. Moreover, an
aging population will need to live
closer to amenities, in homes which
are easier to maintain than single-
detached houses. In some cases,
wealthy seniors will move from small
single-detached houses to larger
condominium apartments. This is still
a movement to higher-density hous-
ing. To accommodate a growing
population of older people, there will
be more construction of townhouses
and apartments, more retirement
home building and many redevelop-
ment projects. Some of these
projects are expected to take place in
former industrial sites abandoned by
the manufacturing industry.

Prices for new homes will continue
to grow although at a slower pace
than in 2008. Rising residential
construction costs associated with
land supply constraints and higher
development charges will account
for the major part of the increase.
Increasing concrete and steel costs
will also contribute to higher costs
for high-rise construction. Conse-
quently, in 2009, there will be a shift
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to more modestly-priced housing
which will lower the average price.

The softening and well-supplied
resale market will offer a broader
selection of homes for buyers
thereby encouraging more interest
in resale homes which are more
affordable relative to the new home
market. The price differential be-
tween Toronto and St. Catharines-
Niagara homes, on the other hand,
will continue to attract many well-
off households from Toronto area,
especially among people of pre-
retirement age and those whose
commutes are less-than-daily be-
cause of workplace flexibility. This
will provide some support to the
slowing market.

Resale Market

Back to Balance

Sales are forecast to moderate again
in 2009 by 4.9 per cent to 5,800

transactions. A moderation in em-
ployment, slow growth in earnings
and less migration are the main
factors behind the projected taper-
ing off. Prices increasing at a more
subdued pace will mitigate the
decline in demand.

The region is losing population to all
other areas in Canada except for
Toronto and Hamilton. Since people
moving to St. Catharines-Niagara
tend to be older than those leaving,
there will not be as many first-time
buyers coming to the region. At the
same time, the housing demand of
incoming migrants from Toronto and
Hamilton will be probably more
concentrated in the adult lifestyle
housing segment of new homes.

The number of listings in 2009 is
expected to trend slightly higher to
the 12,600-level which is a moderate
gain of 0.8 per cent after the 6.7 per
cent increase in 2008. The sales-to-
new-listings ratio will move down to
balanced market territory at around

Home Sales Slip Further Slowing Price Growth
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49 per cent in 2008.The ratio will
ease down slightly in 2009.

The greater selection in the resale
market will underlie the deceleration
in the growth of resale home prices
to 1.9 per cent, a rate similar to
inflation. Buyers will have definitely
more options to find a home of their
choice. Resale home prices have
been growing slower than new home
prices in 2008. This is forecast to
change in 2009 as builders will start
sensing demand for new homes is
declining. As a result, the resale price
growth will again outpace new home
price growth, but both will be slower
than in the past.

Economic Factors

Local Economy to
Contain the Slowdown

In 2008, the labour market has been
strong creating slightly over two per
cent more new jobs. In 2009, the
economy is not expected to perform
as strongly. Employment is forecast
to moderate by 0.7 per cent and the
unemployment rate will edge a little
higher.

The moderating employment picture
is also consistent with demographic
trends. The region has one of the
oldest and slowest growing
populations in Canada. More and
more baby-boomers will be retiring
in the coming years and since the
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migration into the region is not
expected to be strong, the labour
force will be shrinking.

Several strong service-producing
sectors, particularly health care,
public administration and, to a lesser
degree, educational and financial
services, will have better perform-
ance somewhat offsetting job losses
in other sectors. Even tourism
sector which is perceived to be very
vulnerable to the fluctuations in the
value of the Canadian dollar has
been doing relatively well. Although
the number of trips by US citizens is
down significantly, a steady inflow of

international tourists and more
domestic travellers have sustained
the tourist industry.

Average weekly earnings will grow in
2009 but at a slower rate than in
2008. Some service sectors are
adding relatively high-wage jobs.

The regional economy is becoming
better positioned to weather eco-
nomic downturns thanks to diversi-
fication of the production base. Also,
the region is gradually shifting more
to the creation of many smaller but
more viable businesses which re-
place large plants.

Labour Market Still Remains Strong
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Mortgage Rates Will Remain Relatively Flat

—5-Year Rate

5Y Mortgage Rate Forecast

1990 1992

Source: Bank of Canada

1994

1996

1998

2000

2002

2004

2006

2008F

Mortgage Rates

Mortgage rates are expected to be
relatively stable throughout the last
quarter of this year, remaining within
25-50 basis points of their current
levels. Posted mortgage rates will
decrease slightly in the first half of
2009 as the cost of credit to financial
institutions eases. Rising bond yields,
however, will nudge mortgage rates
marginally higher in the latter half
2009. For the last quarter of 2008
and in 2009, the one year posted
mortgage rate will be in the 6.00-
6.75 per cent range, while three and
five year posted mortgage rates are
forecast to be in the 6.50-7.25 per
cent range.
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Forecast Summary

St. Catharines-Niagara CMA

Fall 2008
2005 2006 2007 2008f % chg 2009f % chg

MLS® Sales 6,698 6,410 6,668 6,100 -8.5 5,800 -4.9

MLS® New Listings 10,874 11,661 11,710 12,500 6.7 12,600 0.8

MLS® Average Price ($) 182,443 194,671 202,314 207,000 2.3 211,000 1.9
Starts:

Single-Detached 1,043 873 798 690 -13.5 600 -13.0

Multiples 369 421 351 450 28.2 400 -11.1

Semi-Detached 76 102 60 50 -16.7 40 -20.0

Row/Townhouse 288 184 207 240 15.9 240 0.0

Apartments 5 135 84 150 78.6 120 -20.0

Starts - Total 1,412 1,294 1,149 1,140 -0.8 1,000 -12.3

Average Price ($):

Single-Detached 286,920 323,359 342,933 357,000 4.1 363,000 1.7
New Housing Price Index (% chg.) 6.9 4.7 4.1 3.5 - 3.0 -
Rental Market
October Vacancy Rate (%) -0.2 -0.3
Two-bedroom Average Rent (October) ($) 736 752 765 780 - 795 -
Mortgage Rate (| year) (%) 5.06 6.28 6.90 6.75 -0.15 6.31 -0.44
Mortgage Rate (5 year) (%) 5.99 6.66 7.07 7.05 -0.02 6.92 -0.13
Annual Employment Level 191,900 190,200 193,500 197,000 - 195,000 -
Employment Growth (%) 2.4 -0.9 1.7 1.8 - -1.0 -
Unemployment rate (%) 7.0 6.4 6.8 7.1 0.3 7.4 0.3
Net Migration " 88 -543 -50 460 510 680 220

MLS® is a registered 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; MLS® data includes the St.Catharines, Niagara, and Welland boards
(9 2007 migration data is forecasted
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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 | 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 | 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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