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'The outlook is subject to uncertainty. Although point forecasts are presented in this publication, CMHC
also presents forecast ranges and risks where appropriate. The forecasts included in this document reflect
information available as of October 17,2012.
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5,000 units, representing a drop of 18
per cent for the CMA.

The more moderate trend in
economic conditions will restrict
potential growth on the resale market.
MLS® transactions will therefore rise
by 2 per cent, in both 2012 and 201 3.
Overall, the market will be softer, so
there will be more choice for buyers.

The rental market should ease very
slightly this year, and the vacancy

rate should rise to 1.8 per cent,

from 1.6 per cent in 201 |. Next year,
market conditions should soften
more significantly, with the arrival of
a number of new rental dwellings, and
the proportion of vacant units should
reach 2.5 per cent.

Economic conditions to
remain stable

After having attained a peak at the
beginning of 2012, the employment
trend? has since been on the decline.
This downward movement followed
a steady increase that had been
observed since mid-201 I. In addition,
full-time employment registered

a smaller gain than part-time
employment. Still, for the year overall,
employment will have risen modestly.

This year and next, with the many
infrastructure projects, employment
will hold steady but will not post

any notable gains.The growth will be
more moderate than in the last two
years. In fact, it is anticipated that
capital expenditures for the private
and public sectors will be maintained
at levels similar to those incurred in
2010 and 201 13. As well, the expected
economic growth, rather timid at the
provincial level, will also mark out the
potential for regional expansion.
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The economic drivers will remain
well in place this year and next, but
the rate of growth will slow down
somewhat. The construction, finance
and insurance, and professional
services sectors will be the pillars of
the economy, as they will ensure a
sound and growing job market. On
the other hand, the development
potential of other sectors—including
manufacturing and warehousing

and transportation—will continue

to sustain the negative effects of a
sluggish overall economy.As well,
the objectives to control and cut
government spending will limit job
prospects in the public administration
sector.

As a result, just over 2,000 jobs will be
created this year (+0.5 per cent). Next
year, the labour market will gain from
activity picking up to some extent on
major projects. Employment growth
will benefit, with the addition of 4,200
jobs (+1.0 per cent).These increases
will be more moderate than what the
area has recorded, on average, in the
last five years (+2.3 per cent).

Lastly, it is expected that the
unemployment rate in the CMA will
remain among the lowest in Canada’s
urban centres, reaching 5.2 per cent
in 2012 and then falling to 5.0 per
cent in 2013.These results will be
similar to the average for the last
five years (5.0 per cent). In fact, while
employment posted significant gains
over this period, the labour force also
experienced a period of considerable
growth.The strong employment
prompted more people, already
living in the area, to enter the labour
market. Furthermore, this also had
an impact on demographics, as many
newcomers settled in the CMA and
fewer people left the area.

2 Six-month moving average, seasonally adjusted rates

Housing demand will reflect the
more stable conditions, which will be
maintained without posting strong
growth.

Demographic growth still
an asset for the area

The results of the latest census
confirmed the vitality of the area on
the demographic front. The Québec
area effectively registered the
strongest population growth (+6.5 per
cent) among the major urban centres
in the province.

This population growth was

likely attributable not only to the
performance of the economy and the
labour market but also to the fact that
the Québec CMA stood out among
the other areas across the province. In
fact,among the six metropolitan areas
in the province, Québec has ranked
first in terms of employment growth
in the last five years.

A new trend is in fact emerging in the
area, as the number of international
migrants has been steadily rising,
having posted an increase of 57

per cent between 2007 and 201 I.
International migration now accounts
for the major part of net migration

in the CMA. In all, the net gain of
newcomers from abroad reached
2,660 people in 201 I, while the

gain from other regions was 2,161
people.This will help maintain a
strong demand for rental housing, as
newcomers represent a client group
for this market segment.

Going forward, the picture emerging
for the area is similar to the situation
of recent years. Net migration will
reach 4,650 people both this year and
next year.As well, the interregional

3 Statistics Canada and Institut de la statistique du Québec, Capital Expenditure Survey, Capitale-Nationale and Chaudiere-Appalaches, 2012
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migration component is expected

to remain significant in the equation,
while the number of newcomers

from abroad should be maintained.
Net interprovincial migration, for its
part, should not record any significant
change, having in fact improved,
decreasing from a net loss of 965
people in 2007 to a loss of 178 people
in 201 1.

The steady influx of newcomers will
contribute to maintaining a strong
housing demand, particularly on

the rental market. In fact, renting is
a practical and flexible choice for
newcomers.

Migration will continue to breathe
young life into the Québec area, as
young people make up a considerable
proportion of the newcomers. In fact,
according to the latest available data*,
78 per cent of the interregional net
migration was composed of young
people aged from 15 to 29.

As well, between 2006 and 201 I,
Québec had the highest rate of
growth of people aged 65 years or
older among all CMAs in Canada, at
22 per cent. Just like in recent years,
the aging population in the Québec
CMA will impact the housing market,
for example, by leading to a rise in
demand for rental and condominium
housing.

Mortgage rates

Although there is significant
uncertainty, mortgage rates are not
expected to change this year. A slight
rise is anticipated for next year, but
the rates will remain low by historical
standards. According to CMHC’s base
case scenario, for 2012, the one-year
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posted mortgage rate is expected

to be in the 2.75 to 3.50 per cent
range. For 2013, the one-year posted
mortgage rate is expected to rise and
be in the 3.00 to 4.00 per cent range,
while the five-year posted mortgage
rate is forecast to be within 5.00

to 5.75 per cent, reflecting better
employment and economic growth
prospects for 2013.

Existing home market
still headed for moderate
growth

The economic and demographic
climate in the Québec CMA, along
with favourable financing conditions,
will keep the market strong. However,
the more moderate prevailing
conditions will reduce potential
market growth.As a result, MLS®
transactions will rise by 2 per cent
annually, in both 2012 and 2013.In all,

there should be a total of 7,350 MLS®
sales of residential properties in the
CMA this year and 7,500, next year.
This level of activity is similar to the
average for the last five years (7,600

MLS® sales).

The market easing trend observed

in 201 I will continue this year

and next. Buyers will have more
choice, especially in the case of
condominiums. Already, in the first
three quarters of the year, the
inventory of condominiums for

sale rose by 26 per cent, while the
inventory of single-family homes went
up by 10 per cent.

The greater increase in the supply
of condominiums is attributable to
the rise in starts in recent years and
the fact that dwellings of this type
change hands more often. In fact, it
is estimated that about 50 per cent
of the condominiums sold in 2005
have since been resold® (new and
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Source: QFREB by Centris®
f: CMHC forecasts

*Interregional migration, by administrative region, Capitale-Nationale administrative region, 2001-2006. Source: Institut de la statistique du Québec, insured persons
registration file (FIPA) of the Régie de I'assurance maladie du Québec
> Condominium transactions registered in 2005 and subsequent resales. Source: JLR (CMHC calculations)
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existing units).As well, condominiums
benefited from their popularity among
a diverse client group. Some of these
buyers may also opt for a more
spacious home when their needs
change, particularly at the time of
starting a family.

Overall, the number of MLS®
properties for sale will increase by 16
per cent in 2012 and then by 6 per
cent in 2013.And, MLS® transactions
will rise by 2 per cent per year over
this same period. Market conditions
will be less tight, so there will be more
choice for buyers.This will be the case
for single-family houses, while market
conditions for condominiums will be
balanced and might even move into
buyer’s territory.

In these conditions, the growth in the
average price of residential properties
will be more moderate, with expected
increases of 5 per cent in 2012 and

4 per cent in 2013.The average price
will therefore attain $260,000 this
year and then $270,000 next year.

New home market to slow
down in 2013

This year, activity will be particularly
significant, as 6,080 starts are
anticipated, for an increase of |12

per cent over the level recorded

in 201 1. The start of construction

on several condominium and rental
housing projects will account for this
growth. In 2013, however, the declines
expected in these two market
segments will bring total starts to
5,000 units, representing a drop of 18
per cent for the CMA.

Economic conditions will remain
favourable for the new home market,
but other factors will have non-
negligible impacts on this market in
2013.Among them, the wider choice
of properties for sale on the existing
home market will contribute to
bringing down the level of activity

in the residential construction
sector.Also, the strong growth in

the condominium supply, which has
outpaced demand, will slow down the

rate of construction over the coming
months. Lastly, with the rental housing
segment having been very active this
year, 2013 will end with a decrease

in the number of dwellings started,

to allow time for the new units to be
absorbed.

In 2012, condominium starts are
expected to reach 2,300 units, for an
increase of 16 per cent over 201 1.A
detailed analysis of the absorption of
units in 2012 is pointing to a 22-per-
cent decrease in starts next year. Still,
despite this anticipated slowdown in
2013, condominium starts will remain
at a historically high level.

Rental housing construction will be
particularly strong this year, with
foundations being laid for 1,700 new
units, or almost double the number
recorded in 201 |. Several factors will
contribute to the strong showing
expected this year. For one thing,
rental market conditions are still
tight, as the vacancy rate has been
under the 2-per-cent mark for several
years in the area. For another, high
migration will support demand for
rental housing. Following several years
of strong activity, starts should reach
1,200 units next year, for a drop of
nearly 30 per cent.

As for rental units intended for
seniors, no significant change is
anticipated, as supply has been rising in
recent years and, overall, the Québec
market is well served, with a vacancy
rate that attained 5.2 per cent in
February 2012.

Single-detached home construction
will continue its downward trend.
Demand for houses of this type

is facing several limitations: more
choice on the existing home market,
rising prices for properties and lots,
municipal directions promoting higher-
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density construction, and the location
of projects in outlying sectors.
Consequently, single-detached housing
starts are expected to fall by || per
cent this year and by 8 per cent next
year.

This year, semi-detached housing
starts are decreasing. In fact, for the
first three quarters, the drop was

41 per cent.After several years of
growth, the construction of this type
of housing is on the decline.The more
abundant supply on the existing home
market slowed down construction

in this segment. In 2012, 450 semi-
detached homes should get under
way, and this level will be maintained
in 2013.

Overall, activity on the new home
market will be quite considerable
this year but, next year, the level will
reflect the anticipated decreases in
the condominium and rental housing
segments.

Rental market to ease

Rental housing demand will remain
significant in the CMA.The Québec
area will welcome just as many
newcomers, most of whom will opt
for a rental dwelling. A dynamic labour
market also allows young people to
leave their family homes, and they,
too, are a major client group for the
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rental market. However, employment
growth will be less strong than in
recent years, which will dampen
demand. In addition, the movement to
homeownership will continue. In the
end, the economic and demographic
environment will remain stable this
year and next, which will moderate
demand for rental housing compared
to the last few years.

On the supply side, rental housing
construction will grow this year
while,in 2011, activity had been less
significant. With a stable environment,

the market should ease slightly this
year, and the vacancy rate should rise
to 1.8 per cent, from |.6 per cent in
201 I. Next year, conditions should
ease more markedly, with the arrival
of a number of new rental dwellings,
and the proportion of vacant units
should reach 2.5 per cent.

The average rent for two-bedroom
apartments will register smaller
increases and should attain $730 this
year and $740 next year.

Vacancy Rate (%)
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Forecast Summary

Québec CMA
Fall 2012

2009 2010 2011 2012f % chg 2013f % chg

MLS® Active Listings 3,243 3,107 4,046 4,700 16.2 5,000 6.4
MLS® Average Price ($) 212,203 237,309 247,138 260,000 5.2 270,000 38

New Home Market

Starts:

Single-Detached 1,746 1,768 1,349 1,200 -11.0 1,100 -8.3

Multiples 3,767 4,884 4,096 4,880 19.1 3,900 -20.1

Starts - Total 5513 6,652 5,445 6,080 1.7 5,000 -17.8}
Average Price ($):

Single-Detached 294,172 292370 313,905 324,000 32 330,000 1.9
New Housing Price Index (% chg.) 7.0 32 1.4 2.0 - 2.0 -
Rental Market’

October Vacancy Rate (%) 0.6 1.0 1.6 1.8 - 2.5 -
Two-bedroom Average Rent (October) ($) 676 692 718 730 - 740 -
Mortgage Rate (| year) (%) 4.02 3.49 3.52 3.37 - 3.78 -
Mortgage Rate (5 year) (%) 5.63 5.61 5.37 5.26 - 5.37 -
Annual Employment Level 395,100 410,200 419,700 421,800 0.5 426,000 1.0
Employment Growth (%) 0.3 38 2.3 0.5 - 1.0 -
Unemployment rate (%) 4.9 4.9 5.3 52 - 5.0 -
Net Migration 4,625 4,707 4,643 4,650 0.2 4,650 0.0

"Source : QFREB by Centris®

? Privately initiated rental apartment structures of three units and over

Sources: CMHC (Starts and Completions Survey, Market Absorption Survey), adapted from Statistics Canada (CANSIM), QFREB by Centris®
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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.

©2012 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 chic@cmhc.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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