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Sales Volumes Lower, Prices Higher in 201 |
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Resale Home Market

Resale Volumes Lower in 201 |

After the volatility of the past three
years, there will be more stability in
the resale home market in 201 1. Sales
are expected to moderate somewhat
before improving later in 2011, but,
on average, sales of existing homes
through the Kitchener-Waterloo
Association of Realtors® will decrease
four per cent in 2011 from 2010.
Sales through the Guelph and District
Association of Realtors® will slide by
just over one per cent.

Sales in the first quarter of 201 |
continued to trend higher. Low
mortgage rates and continued growth
in the economy supported sales, but
some homebuyers purchased early in
the year to avoid mortgage insurance
changes effective mid-March 201 I.
This bring-forward effect will diminish,
and sales will slip somewhat from the
first quarter, as tighter mortgage rules
will cause some first-time buyers to
postpone their home purchase. With
an improving economy, demand will

pick up later in 201 | and into 2012.
With mortgage rates expected to
increase in the latter part of 201 | and
into 2012, incomes required to qualify
for a home purchase will increase

at a faster pace than actual incomes.
However, stronger labour market
conditions and increased in-migration
will more than offset the drag on sales
due to fewer first-time buyers.

First-Time Buyer Demand
Easing

In 2010 prices grew faster than
incomes. This will limit sales

coming from first-time buyers

who typically have below-average
incomes and savings. With higher
mortgage carrying costs and shorter
amortization periods, first-time buyers
will take longer to meet qualifying
criteria. As single-detached prices
rise, first-time buyer demand will
shift towards entry-level product
such as townhouses or condominium
apartments.

The population in the move-up age
category is also growing, and the
reduction in first-time buyers will
at least be partially offset by strong
sales to move-up buyers. The empty-
nester and retiree population is
also expanding quickly — the trend
is towards downsizing, which would
indicate an increase in demand

for bungalows and condominium
apartments.
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Listings Flatten

New listings have not been as volatile
as sales over the last three years. New
listings In Kitchener have been trending
higher since 2000, while Guelph listings
have been trending lower since 2008.
Although, the stock of existing homes
and the population are increasing, for
2011 new listings will remain near the
2010 level. Softening sales and limited
price growth in the first half of 201 |
may keep some potential repeat buyers
on the sidelines, but as prices rise later
in the year, more homeowners will be
encouraged to list their homes for sale.

Little Price Growth

Prices are trending higher, but have
been very volatile over the last three
years. Prices vary month to month
depending on the price distribution of
the homes sold. For 201 1, the resale
market will ease, but will still favour
sellers for much of the year. Although
prices have come off the highs
recorded in 2010, they will increase

from this lower level throughout 201 I.

Overall, prices in 201 | are expected

to increase from 2010, but only at or
slightly below the rate of inflation.

New Home Market

Starts to Slip in 201 |

Housing starts in the Kitchener-
Cambridge-Waterloo (subsequently
referred to as Kitchener) and Guelph
Census Metropolitan Areas (CMAs)
will decline in 201 |, but recover
slightly in 2012. Starts have also been
volatile over the last three years. A
stronger local economy with higher
employment, pent-up demand, and
anticipated higher mortgage rates,
increased demand for new homes

in 2010. Demand for new homes
slowed after the pull-forward
demand of late 2009 and early 2010,
resulting in lower sales in late 2010
and thus lower construction in 201 |.
Construction of most housing types
will be lower in 201 1. Demand should
pick up later in 201 | as the economy
continues to improve and buyers
return to the market. The new home
market typically experiences more
pronounced declines than the resale

market when conditions soften as
resale volumes derive more stability
from the turnover of a large and
growing stock.

The type and location of housing
starts will be impacted by the Places
to Grow Act/Official Plans and the
staging of development of each
municipality. Kitchener has land
available for potential development,
but does vary by municipality and
type and many factors come into
play when moving forward with
construction including the economy,
consumer preferences, costs, servicing
and location.

Single-Detached Starts Slide

Single-detached construction in the
Kitchener and Guelph areas will
decline from the stronger levels
recorded in 2010 and remain below
the average since the middle of the
last decade. Single-detached starts
are at a lower level, about half of
what was seen prior to 2006. In
Kitchener, single starts are forecast
to trend lower for most of this year
before moving higher in 2012. In
Guelph, detached starts should trend
higher from the lower level recorded
in the first quarter. With few single-
detached units unsold at completion,
any increase in demand must be met
by new construction.

Other Starts Also Lower

Stronger demand from first-time
buyers and empty-nesters led to a
surge in construction of the relatively
more affordable townhouses and
condominium apartments in 2010. In
201 |, townhouses and apartments
will continue to be in high demand,
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but with so many units currently
under construction, builders may delay
starting new projects. The push to
reurbanization and intensification in
the Greater Golden Horseshoe Area
will continue to shift the focus of new
construction toward higher density
forms of housing. A spike in residential
building permits at the end of 2010
augers well for the building community
in the Kitchener-Cambridge-Waterloo
CMA in 201 | and 2012. Permits for
several large apartment buildings have
been issued, and construction on
these buildings will begin in 2011 and
continue into 2012.

Price Growth Slows

Single-detached home prices will
increase. In Kitchener, the average
price of a newly-completed single-
detached home increased by ten per
cent in 2010, while prices in Guelph
increased by five per cent. Much

of the price increase in 2010 was
compositional, as homebuyers took
advantage of the low mortgage rates
to buy more expensive home or
optional upgrades. Some prospective
buyers considering homes at higher
price ranges opted to purchase a
home prior to the date when the new
HST came into effect to avoid paying
any incremental costs, which resulted
in some home purchases being
brought forward into the latter part of
2009 and the early part of 2010. With
lower demand in 201 I, there should
be a stabilization of prices, but limited
inventory plus rising government-
imposed costs puts upward pressure
on prices. Prices for single-detached
homes will increase in line with the
New Home Price Index (NHPI), which
is expected to increase by two per
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cent in 201 1.The NHPI measures the
change in the price of constant quality
homes.

Local Economy

Recovery Will Continue

Employment is a key factor in housing
demand. The labour market will
continue to expand as net migration
rises. Developments in the labour
market typically impact the housing
market six to nine months down the
road. Employment growth in early
201 | suggests more support for
housing by the latter part of 201 | and
moving into 2012. Unemployment
rates will continue to move lower as
job growth outpaces increases in the
labour force.

Kitchener and Guelph employment
is moving in tandem, but Kitchener
is well ahead of Guelph in recovering
jobs. After a very strong rebound

in Kitchener employment in 2010,
growth is expected to slow in 201 1.

The economy continues to gain
momentum and most of the increase
in jobs was for full-time employment.

Kitchener and Guelph both have
diverse economies. The goods-
producing sector is leading the
recovery in jobs. Manufacturing

jobs have been trending higher. The
winding down of the infrastructure
program and a slowing housing
market will reduce hiring in the real
estate services and construction
industry. In Kitchener, the high level
of non-residential construction will
somewhat offset the decline in the
residential sector. The value of permits
taken out jumped in 2010, and will
keep employment in construction at a
strong level in 201 1.

In Kitchener, with a strong level

of growth in full-time jobs and the
unemployment rate moving lower,
wage growth should be above the
rate of inflation. In Guelph, lower
employment growth will result in little
wage growth in 201 1.
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Population Continues to Grow

Population growth is another key
component of housing demand. Both
migration and natural increase add
to population growth in Kitchener-
Guelph. Net migration makes up just
over 50 per cent of the population
growth in Kitchener and is expected
to average more than 3,000 in 201 |
and 2012. In Guelph, migration is
equally important and will average
close to 1,000 in the next two years.

Ontario’s population growth is driven
by international migration. Canada
will be a popular destination for
international migrants as uncertainty
in the rest of the world due to natural
disasters, debt and global conflict
remain high. Taking population into
account, Kitchener is second only

to Toronto in attracting immigrants.
Almost all (98 per cent) of migrants
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to Kitchener are under the age of

45 years, that is, younger households
are moving to Kitchener. In Guelph,
migrants come from all age groups.
The many retirement lifestyle projects
built in recent years bear witness to
the fact that older adults and retirees
find Guelph an attractive place to live.

Mortgage Rate Outlook

On April 12th, the Bank of Canada an-
nounced that it was leaving the Target
for the Overnight Rate unchanged at
.0 per cent.The last increase in the
overnight rate occurred on Septem-
ber 8,2010 when the Bank of Canada
raised it by 25 basis points. The Bank of
Canada is expected to resume raising
the overnight rate in the fourth quarter
of 201 |. Mortgage rates, particularly
short term mortgage rates and variable
mortgage rates, are expected to remain
at historically low levels.

According to CMHC'’s base case
scenario, posted mortgage rates will
remain relatively flat in 201 | before
increasing moderately in 2012. For
2011, the one-year posted mortgage
rate is assumed to be in the 3.1 to

3.5 per cent range, while three and
five-year posted mortgage rates are
forecast to be in the 4.1 to 5.6 per cent
range. For 2012, the one-year posted
mortgage rate is assumed to be in the
3.4 to 4.3 per cent range, while three
and five-year posted mortgage rates
are forecast to be in the 4.2 to 6.3 per
cent range.

Rates could, however, increase at a
faster pace if the economy ends up
recovering more quickly than presently
anticipated. Conversely, rate increases
could be more muted if the economic
recovery is more modest in nature.
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Forecast Summary

Kitchener-Cambridge-Waterloo CMA
Spring 201 |

Resale Market

New Home Market

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

Economic Overview

2008

1.8
845

2009

33
856

2010

2.6
872

201 If

24
882 -

% chg

-0.2

2012f

MLS® Sales 6,269 6,580 6,772 6,500 -4.0 6,600 1.5
MLS® New Listings 10,521 10,387 10,967 11,000 0.3 11,100 0.9
MLS® Average Price ($) 271,222 269,552 289,041 294,000 1.7 302,000 27

Starts:
Single-Detached 1,446 1,161 1,255 1,120 -10.8 1,200 7.1
Multiples 1,188 1,137 1,560 1,500 -3.8 1,500 0.0
Semi-Detached 82 62 94 100 6.4 100 0.0
Row/Townhouse 569 565 498 450 -9.6 500 .1
Apartments 537 510 968 950 -1.9 900 -5.3
Starts - Total 2,634 2,298 2,815 2,620 -6.9 2,700 3.1
Average Price ($):
Single-Detached 352,644 345,289  3788l1 386,000 1.9 391,000 1.3
New Housing Price Index (% chg.) 24 0.6 1.3 2.0 - 1.5 -

23
900

Mortgage Rate (| year) (%) 6.70 4.02 349 3.23 - 3.76 -
Mortgage Rate (5 year) (%) 7.06 5.63 5.61 5.45 - 5.94 -
Annual Employment Level 259,900 255,400 263,700 267,420 1.4 272,130 1.8
Employment Growth (%) 2.5 -1.7 32 1.4 - 1.8 -
Unemployment rate (%) 6.0 9.5 8.0 7.0 - 6.7 -
Net Migration 3,169 2,457 2,865 3,100 8.2 3,200 32

% chg

-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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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
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Forecast Summary
Guelph CMA

Spring 201 |

2008

2,794
4,830
267,329

425
662
44
160
458
1,087

371,957

35

23
869

6.70
7.06
77,400
4.6

5.6
1,017

2009

2,878
4,456
265,799

367,011

0.1

4.1
874

4.02
5.63
75,300
-2.7
83
839

2010

2,834
4,542
295,207

406
615
34
391
190
1,021

385,227

2.4

34
887

3.49
5.61
75,500
0.3

79
917

201 If

2,800
4,500
297,000

300
575

375
160
875

392,000

n.a.

32
896

3.23
5.45
75,600
0.1

7.1
950

% chg

-0.9
0.6

-26.1
-6.5
17.6
-4.1

-15.8

-14.3

-0.2

2012f

4,420
303,000

150

397,000

n.a.

Rental Market

2.8
905

3.76
5.94

77,000

1.9
6.9

1,000

% chg

13.3
-1.7
0.0
0.0
-6.3

1.3

-04

1.9

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 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.

©201 | 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 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 Now semi-annuall
Rental Market Reports, Major Centres

Rental Market Statistics Now semi-annuall

Residential Construction Digest, Prairie Centres

Seniors' Housing Reports

Seniors' Housing Reports - Supplementary Tables, Regional

Get the market intelligence you need today!

Click www.cmhc.ca/housingmarketinformation
to view, download or subscribe.

CMHC Client e-Update Newsletter

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.

Get the latest market in-sight, housing research and news on CMHC mortgage
loan insurance to grow your business and enhance your client relationships.

Everything you need to open new doors.
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