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New Home Market

Housing Starts to
Moderate in 2009

Construction activity in 2009 will
moderate to 500 starts amid concerns
about the economic and job market
conditions in Kingston. In addition to
the decline in consumer spending on
big-ticket items like housing, an in-
crease in new-listings from the existing
home market provides more choice
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for potential home buyers which in
turn reduce the spill-over demand
into the new home market. In 2010,
however, as the economy begins to
stabilize, housing starts are expected
to increase.

In 2009, single-detached starts are
forecast to decline 27 per cent to 400
units. Semi-detached and rows will
drop to 20 units and 30 units respec-
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tively, while apartment construction
will increase from 37 units in 2008 to
50 units this year. Pent up demand for
housing in recent years has eroded,
and consequently new home con-
struction will gradually move toward
levels that are consistent with changes
in household formation.

Apartment Starts to Pick
Up in 2009

In reaction to the tight rental market
conditions in 2008, new apartment
starts are expected to rise this year
before retreating next year — as some
first time home buyers will begin to
make the transition from rental
accommodation into home owner-
ship. The current economic uncer-
tainty has prompted some potential
home buyers to remain on the side-
line which translates into living in a
rental unit for an extended period.

Generally, during economic downturns,
some potential first time home buyers
tend to encounter financial difficulties
which in turn prevent them (at least in
the short-run) from qualifying for
homeownership. This and other
psychological reasons point in favour of
rental accommodation — which will
reduce vacancy rates and then help
support apartment starts in 2009.

Resale Market

Existing Home Sales Will
Return to 2001 Level

At 561 units, existing home sales in
the first quarter of 2009 were |4
per cent weaker than the corre-
sponding period a year ago. There-
fore, look for sales to moderate in
2009. Weakness will be tied to slow
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job and income growth, sluggish
consumer spending, and negative
net migration. These negatives will
outweigh the positive effect of
historically low mortgage rates this
year. More specifically, sales will
decline by approximately eight per
cent, representing 3,200 transac-
tions for the year — a return to

2001 level with 3,274 units sold.
Next year, however, as the economy
recovers and potential home buyers
regain market confidence sales are
projected to increase from the 2009
forecast level.

Nonetheless, housing affordability
conditions have improved dramati-
cally. With the historically low
mortgage rates and slow home price
growth, mortgage carrying costs
have dropped significantly. As a
consequence of the rising home
affordability, Kingston’s housing
market is anticipated to stabilize by
the second half of this year. Given
the fact that over 90 per cent of the
workforce is still employed, many
potential home buyers are expected

to take advantage of the first-time
home buyers’ tax credit which
should support the demand for
home ownership in late 2009
through 2010.

Balanced Market
Conditions Prevail

One barometer of resale activity, the
sales-to-new listings ratio provides a
good measure of the tightness of the
resale home market. All else being
equal, a ratio between 35 and 55 per
cent is considered balanced where
neither the buyer nor seller has
strong bargaining power. In 2008,
this indicator averaged 48 per cent,
signalling a firm balanced market
condition.

During the first quarter of this year,
however, the sales-to-new listings
ratio dropped to 33 per cent — due
in part to a substantial decline in
consumer spending on big ticket
items like housing. As the year
progresses through the summer into
the fall season, resale activity is
expected to pick-up while the
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Kingston Homeownership Affordability Indicator
(All Households)
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number of houses available for sale
will remain flat. Consequently, the
ratio is projected to finish the year in
the balanced territory.

Average Existing Home
Price Growth to Slow This
Year

As of the first quarter 2009, the
existing home market in Kingston is
characterized by steady demand,
increasing new-listings, slow price
growth and trending toward bal-
anced conditions. Therefore, expect
Kingston’s average resale price
growth to moderate this year before
slightly edging up in 2010. More
specifically, the average existing home
price will decline 0.7 per cent by
year-end before seeing a modest
increase in 2010 upon economic
recovery. This increase — as dictated
by the balanced market conditions —
is anticipated to be on par with the
national rate of inflation.
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Economy

Expect Economic
Recovery in 2010
Employment grew at a strong pace

of 1.4 per cent in 2008 and most of
the new jobs created were full time

positions. With a record share of
Kingstonians employed in 2008, the
unemployment rate reached an
average of 5.6 per cent for the year.
Given the global economic
slowdown, the pace of Kingston’s
economic growth is projected to
slow this year. Therefore, employ-
ment is forecast to decline by 0.3
per cent in 2009 before increasing
marginally in 2010.

Meanwhile, the unemployment rate in
Kingston is expected to reach an
average of 6.0 per cent by the end of
this year - a rate that is still lower
than the provincial and national
annual average. Once the monetary
and fiscal policy stimulus feed its way
through the economy, the pace of job
looses will slow by the second half of
this year. As a result, the Kingston
economy is anticipated to stabilize in
late 2009 before entering a gradual
recovery process through 2010.

Kingston's Unemployment Rate Remains Low
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Investors Regain
Confidence

There are some new projects on the
pipeline in Kingston, indicating
renewed investor confidence. On
April 2, Scott Environmental Group
(SEG) announced the opening of a
multi-million dollar e-waste consoli-
dation and collection facility that will
help to create new jobs for the local
economy. In addition, the SEG or-
ganic processing plant, scheduled to
be completed in the summer of this
year, is projected to create about 28
new jobs over two years — |8 full-
time and |0 part-time positions.
Similarly, another major announce-
ment was made on March 25 by
Everbrite Solar (a division of
Everbrite Industries Ltd. of Toronto)
to locate its photovoltaic (PV) manu-
facturing facility in this city. This
$500 million dollar project is ex-
pected to create approximately
1,200 new jobs in the Kingston
Census Metropolitan Area (CMA).

Kingston’s Population
Continues to Decline

Since 2005, the population of King-
ston has declined by 0.5 per cent
from 155,744 to 154,985 in 2007.
The age group between 15 and 24
experienced the most declines — due
in part to the increased unemploy-
ment rate among this age group.
Youth (15-24) unemployment rate
has been in the double digit range
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since May 2007. Currently, it is sitting
at 12.9 per cent (compared with 5.5
per cent for the entire population) as
of March 2009. Accordingly, young
adults are leaving the Kingston Cen-
sus Metropolitan Area (CMA) to
settle else where in the country.

In its 2007 migration report, Statis-
tics Canada indicated that Montreal
(9.1%) and Edmonton (8.6%) were
the main destinations for inter-
provincial migrants from the King-
ston CMA between 2001 and 2006.
As a consequence, medium-term
population growth in the CMA is
projected to remain flat. Although
CMHC expects housing starts to
slightly edge up in 2010, the King-
ston demographic requirements

suggest that total starts will be
contained at a level way below the
20-year annual average of 820 units.

Mortgage Rates

Mortgage rates are expected to be
relatively stable throughout 2009,
remaining within 25-75 basis points
of their current levels. Posted mort-
gage rates will increase very gradually
during the course of 2010, reflecting
a rise in government of Canada bond
yields. For 2010, the one year posted
mortgage rate will be in the 4.75-
6.00 per cent range, while three and
five year posted mortgage rates are
forecast to be in the 5.00-6.75 per
cent range.

Mortgage Rates Will Remain Low
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Forecast Summary

Kingston CMA
Spring 2009

2006 2007 2008 2009f % chg 2010f % chg

Resale Market

MLS® Sales 3,517 3,725 3,473 3,200 -7.9 3,300 3.1
MLS® New Listings 6,314 6,716 7,281 7,000 -3.9 6,950 -0.7
MLS® Average Price ($) 212,157 222,300 235,047 233,500 -0.7 237,000 1.5
Starts:
Single-Detached 481 600 546 400 -26.7 375 -6.3
Multiples 487 280 126 100 -20.6 140 40.0
Starts - Total 968 880 672 500 -25.6 515 3.0

Average Price ($):
Single-Detached 274,964 266,145 258,693 - - - -

Median Price ($):
Single-Detached 274,000 260,000 254,900 - - -

Rental Market
October Vacancy Rate (%) 2.1 3.2 1.3 1.2 -0.1 1.9 0.7

Two-bedroom Average Rent (October) ($) 841 856 880 905 2.8 928 2.5
Mortgage Rate (| year) (%) 6.28 6.90 6.70 4.80 -1.90 5.29 0.49
Mortgage Rate (5 year) (%) 6.66 7.07 7.06 5.64 -1.42 5.94 0.30
Annual Employment Level 77,300 78,300 79,400 79,200 -0.3 79,700 0.6
Employment Growth (%) 29 1.3 1.4 -0.3 - 0.6 -

Unemployment rate (%) 6.2 53 5.6 6.0 0.4 5.8 -0.2
Net Migration (" -715 0 0 529 - -558 -

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)
NOT E: Rental universe = Privately initiated rental apartment structures of three units and over
(2 2007 and 2008 migration numbers are forecasts
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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 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.

©2009 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@cmbhc.gc.ca; 6 13-748-2367 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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Enhance your decision-making with the latest information on Canadian
housing trends and opportunities.

Free reports available on-line:
Canadian Housing Statistics
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