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The Outlook

> New home starts will trend down to historical average
> Resale home sales expected to dip

> New and resale home prices to rise moderately | The Outlook
> Rental vacancies will remain low
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The forecast of a more balanced resale
market is consistent with how the
market performed in the first quarter
of 2008, when total sales declined by
12 per cent and the supply of
listings increased relative to last year.
The sales-to-active listings ratio, a
barometer of home demand and
supply, has dropped and is
approaching balanced market
territory. As more listings become
available, the average MLS®' price is
expected grow at a more moderate
pace, at seven per cent and four per
cent, in 2008 and 2009 respectively.

Victoria Single Family
Home Sales Expected to
Ease

Single family home sales will
moderate over the next 18 months.
In the first quarter of 2008, single-
family home sales trended down
compared to the first quarter of last
year. This reflects sales stabilizing. In
terms of specific markets, Victoria
City and the West Shore
contributed to the bulk of the
decline in first quarter single-family
home sales. As the overall demand
for single-family homes, lower
demand in these specific sub-
markets comes after considerable
growth in 2007.

Housing Market Outlook - Victoria CMA - Date Released: Second Quarter 2008

Look for the supply of single
detached homes to trend higher.
The number of active Metro
Victoria single-family listings in
March jumped slightly relative to
March of last year. This reflects
weaker first quarter sales, and high
resale prices attracting sellers
interested in cashing in on home
equity gains. Prices continue to
climb, rising 12 per cent so far in
2008. Single detached home prices
will grow in 2008 and 2009, but at
a slower pace than in previous
years.

Victoria Condominium
Sales Returning to
Historical Average

Victoria condominium
(townhouses and apartment
condominiums) sales have fallen
thus far in 2008 relative to 2007,
and the decline is expected to
continue. Much of the decline in
condominium sales can be
attributed to higher prices. While
sales are forecast to dip further, the
annual levels will remain close the
historical average. Condominium
demand has been very strong in
recent years (2003-2007).

Contrasting the outlook for sales,
condominium supply, measured by
MLS® listings, will increase as some
sellers look to take advantage of the
equity build up stemming from
strong price growth over the past

Victoria Home Sales Expected to Ease

MLS® Sales by Type, Victoria
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few years. Continued construction
has driven up the supply of
condominium units in Metro Victoria,
and the large number of units
currently under construction will
maintain supply in the short-term.

Townhouses: Over the first quarter of
2008, townhouse sales remained
relatively stable, while the number of
active listings and the average price
climbed dramatically — 42 per cent
and 16 per cent, respectively. Stable
demand and rising supply will cause
the pace of townhouse price growth
to slow in the short-term. The average
Metro Victoria townhouse price is
forecast to surpass $450,000 in 2009.

Apartment Condominiums: After
several years of high sales volumes,
MLS® apartment sales are forecast to
slow over the remainder of 2008 and
in 2009. Moderating demand and the
climbing average price of apartment
condominiums in Victoria contributed
to a first quarter drop in sales. Active
listings were up 42 per cent relative
to the first quarter of 2007, and there
were nearly seven months of
apartment condominium supply on
the market at the end of March. 2008
apartment condominium supply is at
its highest level since 2001.

The average apartment condominium
price has increased nine per cent
thus far in 2008. This reflects a larger
proportion of higher-end suite sales.
The average apartment condominium
price is expected to increase slightly
to $350,000 in 2009.
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NEW HOME
MARKET

NEW HOME CONSTRUCTION TO
FALL IN 2008

After a six per cent decline in Metro
Victoria new home construction in
2007 from historically high levels,
the downtrend is expected to
continue. Much of the projected
decline in total new home starts will
be attributed to the weaker demand
for multiple-family homes.

SINGLE-DETACHED
CONSTRUCTION TO REMAIN
STABLE

Single-detached new home starts
will surpass 800 units both this year
and next. While the forecast for
single-family starts will be below the
average number of starts recorded
between 2003 and 2006, it remains
close to the historical average over
the past ten years.

The demand for single-family new
homes in Victoria will be driven by
moderate population and
employment growth, and favorable
mortgage rates. While positive socio-
economic conditions will drive
short-term demand for single-family
new homes, it will be tempered by
rising resale and new home prices.

Housing Market Outlook - Victoria CMA - Date Released: Second Quarter 2008

The inventory of completed, unsold
new single-family homes fell in the
first quarter relative to 2007 (year-
over-year). There should be a
continued flow of new houses on
the market as there are a large
number of units currently under
construction in Victoria.

The West Shore markets, and in
particular Langford, will continue to
lead the Metro Victoria region in
new single-family home
construction. Over the first quarter
of 2008, West Shore markets
(Colwood, Highlands, Langford,
Metchosin, Sooke, and View Royal)
accounted for roughly two-thirds of
single-family home construction in
Victoria (both new starts and the
number of units under
construction).

House Prices CoNTINUETO
Grow

The average price of a new Victoria
single-family home is forecast to
climb || per cent this year and
another four per cent in 2009. The
projected short-term growth is
more modest than that achieved in
2007, and reflective of the more
balanced resale market conditions.
Continued price growth can be tied
to increasing building and land costs.

In addition to Langford accounting
for a large share of Metro Victoria
single-family home construction
(new starts and units under

Multi-Family Home Construction Dips

Housing Starts by Type, Victoria
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construction), the district also has
experienced the highest upward
movement in new house prices
(23% in the first quarter). Product
mix has been a large contributor to
the rising prices, as relatively more
higher-end single-family homes are
being absorbed in Langford.

Dip IN MuLTIPLE-FAMILY
CONSTRUCTION EXPECTED

Multiple-family starts are forecast to
fall in excess of 20 per cent in both
2008 and 2009, in line with the 23
per cent decline experienced in the
first quarter of 2008 (relative to
2007). The forecast decline can be
attributed to numerous factors,
including slowing resale market
demand, a large inventory of new
and resale multi-family homes, a high
number of units currently under
construction, and rising prices.
Essentially, the Victoria multi-family
market for new homes is regulating
itself, as less building in 2008 and
2009 will help avoid oversupply.

APARTMENT CONDOMINIUM
Prices SETTo INCREASE

The added flexibility that apartment
condominium living offers, in
combination with rising
construction costs, have led to the
rapid increase in new condominium
prices. Growth in new condominium
prices have shown some fluctuation
from year to year due to product
mix (i.e. higher end units versus
more reasonably priced units), but
have generally trended up as
builders target move-up buyers with
more luxurious suites.

The average price of a new
apartment condominium in Victoria
will continue to rise in both 2008
and 2009, but at a more moderate
pace than in recent years. Slower
growth can be attributed to
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weakening demand and the supply of
active listings in the resale market
reaching a |3 year high in March. The
average new two-bedroom
apartment condominium price is
expected to reach $550,000 in
2008, which represents a slight jump
from the average price of all
absorbed two-bedroom apartment
condominiums in 2007.

ECONOMY

CariTAL REGION ECONOMY
W ILL MAINTAIN STABLE
GROWTH

The B.C. economy is forecast to
grow at a slightly slower pace in
2008 and 2009 than it did in 2007.
Due to a slowdown in the services
sector, economic growth in Victoria
is projected to ease to 2.7 per cent
in 2008.2 After three straight years
of strong employment growth,
short-term job growth will
moderate as key sectors of the
economy adjust to weaker U.S.
demand. More jobs will be added to
the region’s employment base in key
industries, including: construction,
education, health care, and
government.

Despite an easing of economic and
employment conditions, these two
key drivers will continue to grow
Victoria housing demand through
2008 and 2009. Also, a tight labour
market with low unemployment
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(3.2% in the first quarter of 2008)
will keep wages and incomes rising,
and people moving to Vancouver
Island. The personal disposable
income of Victoria residents is
projected to grow by six per cent
in 2008 and four per cent in 2009.3
The Capital region’s population is
projected to climb in both 2008 and
2009 by just under one per cent as
a result of its economic prosperity,
mild climate, and popularity as a
place to retire. While the forecast
population growth is slightly less
than what is projected for the
province, Victoria net migration is
expected to range between 2,500
and 3,500 in each of the next two
years. To put into perspective how
attractive a place to live Victoria is,
the city was ranked the 2" best
place to live in Canada in a recent
survey performed by MoneySense
magazine.*

As the region’s population has
grown, so too has the amount of
regional investment and
development. At the end of
December 2007, the combined value
of all major capital projects
proposed or under construction in
Metro Victoria reached
approximately $9 billion.> This is a
considerable bump up from the
total value recorded in mid-2007
($7.1 billion). Major residential
projects include Colwood Corners,
Michelle Residential Towers, Olympic

Steady Victoria Job Growth

190
185
180
175
170
165
160
155
150

Thousands

N 503 <
o o (=]
o o o
N N N

Source: Statistics Canada Labour Force Survey

EEmployment —Unemployment Rate

2005

o AN W A OO N ®
Per cent

2006
2007
2008

Quarterly to March 2008

View neighbourhood, and the Bear
Mountain development. Major non-
residential developments include the
redevelopment of the Town and
Country Shopping Centre, the
Vancouver Island Technology park
expansion, hospital development
(Victoria General and Royal Jubilee),
and new buildings at the University
ofVictoria.

Despite the strong Canadian dollar,
the tourism industry is forecast to
experience a three per cent increase
in total revenues in 2008.¢ This
growth is significant as 2007 was a
strong year for tourism in the
provincial capital which hosted the
Titanic exhibit at the Royal B.C.
Museum, the FIFA under-20 World
Cup, and the BMX Championships.
The Capital Region’s 2008 tourism
growth will be buoyed by an
expected strong cruise ship season,
and events such as the Victoria Tall
Ships Festival which will attract
more than 40,000 visitors in June. A
30 per cent increase in the number
of cruise ship visits to Ogden Point
is scheduled for 2008, bringing an
estimated 400,000 passengers to
provincial capital.”

MOoRTGAGE RATESWILL
ReMAIN RELATIVELY FLAT

Posted mortgage rates eased by
about 50 basis points in the first
four months of this year, although
rates in late April were 30 to 35
basis points higher than they were
I2 months prior. Mortgage rates are
expected to trend marginally lower
throughout 2008, but will be within
25-50 basis points of their current
levels. For 2009, posted mortgage
rates will begin to drift up slightly as
the year progresses. For 2008 and
2009, the one-year posted mortgage
rate is forecast to be in the 6.50-
7.50 per cent range, while three and
five-year posted mortgage rates are
forecast to be in the 6.75-7.50 per
cent range.
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RENTAL MARKET

VicToRrIA RENTALVACANCIES

WiLL REMAIN Low THROUGH
2009

After three consecutive years of
extremely low vacancy rates in the
Victoria rental market, the vacancy
rate is expected to edge up to a still
tight 0.7 per cent in 2008.
Additional rental units will become
available as some renters move to
their newly completed
condominiums. Also, an increase in
investor-owned condominiums for
rent and secondary suites will
increase secondary rental supply.

The number of secondary rental
market suites in Victoria has been
stimulated by the lack of growth in
new purpose-built rental units, and
continued demand for rental units.
The lack of new purpose-built rental
units stems from high building and
land costs, and rising home prices. In
2007, construction broke ground on
only 28 new purpose-built rental
units in the Victoria CMA. While the
supply of purpose-built rental units
remains stable, rental market
demand will continue to be driven
by factors such as rising youth
employment and in-migration to the
area.

Housing Market Outlook - Victoria CMA - Date Released: Second Quarter 2008

One result of the increasing demand
for rental units in Victoria is that
rents are growing faster than
inflation. Average monthly rents for
one-bedroom and two-bedroom
private apartment units are
projected to reach $745 and $935,
respectively for 2008. Regardless of
bedroom type, dwelling type or
municipality, the increase in average
rents is significantly less than the
appreciation experienced within the
homeownership market.

(Footnotes)

1

Multiple Listing Service (MLS®) is a
registered certification mark owned by the
Canadian Real Estate Association.

2

Conference Board of Canada
3

Conference Board of Canada
4

MoneySense Magazine,“Canada
’s Best Places To Live” survey, May 2008.

5

B.C. Ministry of Economic Development,
B.C. Major Projects Inventory.
6

Tourism Victoria
7

Victoria Times-Columnist, 25 February 2008.
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Forecast Summary

Victoria CMA
Spring 2008

2005 2006 2007 2008f % chg 2009f % chg

Resale Market

MLS® Sales 7,970 7,500 8,403 7,700 -8.4 7,300 -5.
MLS® New Listings 10,407 12,280 12,840 14,100 9.8 14,900 5.7
MLS® Average Price ($) 380,897 427,154 466,974 500,000 7.1 520,000 4.0
Starts:
Single-Detached 974 928 795 850 6.9 820 -3.5
Multiples 1,084 1,811 1,784 1,675 -6.1 1,455 -13.1
Semi-Detached 94 146 213 185 -13.1 165 -10.8
Row/Townhouse 11 198 158 180 13.9 160 -11.1
Apartments 879 1,467 1,413 1,310 -7.3 1,130 -13.7
Starts - Total 2,058 2,739 2,579 2,275 -11.8 1,845 -18.9

Average Price ($):
Single-Detached 506,309 552,363 629,278 695,000 104 744,000 7.1

Median Price ($):
Single-Detached 478,950 498,000 564,450 615,000 9.0 655,000 6.5

New Housing Price Index (% chg.) 79 38 0.5 1.5 - 2.0 -

Rental Market

October Vacancy Rate (%) 0.5 0.5 0.5 0.6 0.1 0.8 0.
Two-bedroom Average Rent (October) ($) 837 874 907 950 - 985 -
One-bedroom Average Rent (October) ($) 657 681 716 745 - 770 -

Economic Overview

Mortgage Rate (I year) (%) 5.80 6.30 7.35 6.95 -0.40 6.83 -0.12
Mortgage Rate (5 year) (%) 6.30 6.45 7.54 7.01 -0.53 6.97 -0.04
Annual Employment Level (,000) 169,300 175,200 182,900 188,400 - 193,600 -
Employment Growth (%) 4.5 35 4.4 3.0 - 2.8 -
Unemployment rate (%) 4.5 37 33 33 - 33 -
Net Migration " 2,159 3,241 3,300 3,400 3.0 3,500 2.9

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

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
(1) 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.

©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.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.



STAY ON TOP OF
THE HOUSING MARKET

Enhance your decision-making with the latest information on Canadian
housing trends and opportunities.

Free reports available on-line:

; . Canadian Housing Statisti
CMHC’s Market vl anadian Housing Statistics

Housing Information Monthly

Centre SAUCTILE o rovide a Housing Market Outlook, Canada
wealth of detailed local, Housing Market Outlook, Highlight Reports - Canada
provincial, regional and and Regional
national market information. Housing Market Outlook, Major Centres
Housing Now, Canada
B Forecasts and Analysis _ Housing Now, Major Centres

. . . Housing Now, Regional
Future-oriented information . o
Monthly Housing Statistics

about local, regional and

Northern Housing Outlook Report
national housing trends. Preliminary Housing Start Data
Renovation and Home Purchase
Rental Market Highlight Reports
Rental Market Reports, Major Centres
housing market activities Rental Market Statistics

Statistics and Data —

Information on current

—— Starts, rents, vacancy Free regional reports also available:

rates and much more. B.C. Seniors’ Housing Market Survey

Ontario Retirement Homes Report

The Retirement Home Market Study, Quebec Centres

Housing Market Tables: Selected South Central Ontario Centres

Residential Construction Digest, Prairie Centres
Analysis of the Resale Market, Quebec Centres

Get the market intelligence you need today!
Click www.cmhc.ca/housingmarketinformation to view, download or subscribe.

Sign up today and receive CMHC’s Multi-Unit e-Update Newsletter
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