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Resale Home
Market

Sales will be slightly lower
in 2013

Sales of existing homes through the
Kitchener-Waterloo Association

of REALTORS® will slip by one per
cent in 2013, while sales through the
Guelph and District Association of
REALTORS® will decline by 1.8 per
cent. Stronger job growth will support
sales gains in 2014. Market conditions
have been moderating over the last
several months, but will regain some
momentum as the year progresses.
The slower pace of sales which
started in the final quarter of 2012
continued into the first quarter of

201 3. Sales have adjusted downward
in response to rising homeownership
costs and weakness in employment
particularly in the second half of
2012. Stronger economic growth and
improving first-time buyer demand
will support sales later in the year.
Low interest rates and population
growth through in-migration will
continue to support housing demand.

While repeat buyer demand
supported the resale market, first-
time buyer demand declined. Repeat
buyers are less sensitive to economic
uncertainty and are households

with more equity. On the other
hand, higher mortgage payments

and higher unemployment meant
some renter households delayed
their move to homeownership.The
low vacancy rate in both KCW

and Guelph are an indication that
renter households are staying in
their current accommodation. Price
growth outpaced income growth and
eroded affordability early this year.
Higher home prices meant mortgage
payments to buy the average-priced
home increased.With no employment
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gains for those in the 25-44 age group,
many households put their home
buying intentions on hold.While many
delayed their entry into the ownership
market, some households substituted
into less expensive homes.

Listings to decline

Although there is a certain level of
listings each year, the level of listings
is very responsive to price.With

no price growth in the last half of
2012 in KW, homeowners had less
incentive to move resulting in fewer
new listings early in 2013. However,
with the strong price growth in the
first quarter of 2013, listings moved
higher in April. Overall, listings will
be slightly lower in 2013.With fewer
first-time buyers, there is less demand
for the home which move-up buyers
are putting on the market.Also, with
a lower number of single-detached
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homes being completed, fewer
homeowners will be listing their home
for sale to move to a newly completed
home.While the KW market will
remain balanced this year, the market
in Guelph continues to favour sellers.

Modest price growth

Despite slower sales, prices continued
to trend higher.With fewer first-time
buyers participating in the market
early in 2013 and repeat buyer
demand strong for higher-end homes,
prices increased early in 2013. Strong
competition for homes listed between
$500,000 and $750,000 and a higher
percentage of repeat buyers have
caused selling prices to rise more
strongly than expected. However, as
more first-time buyers return to the
market later this year, the average
resale price will move lower. Overall,
price growth in KW and Guelph in
2013 is expected to be slightly below
two per cent.

New Home Market

KCW starts to decline

Housing starts in the Kitchener-
Cambridge-Waterloo (KCW) and
Guelph Census Metropolitan Areas
(CMAs) will move in opposite
directions in 2013. In KCW, housing
starts will drop to the lowest

level in more than ten years as
apartment construction pulls back.
In Guelph, increased higher density
housing will push starts higher. Slow
employment growth, little growth

in discretionary spending and global
economic uncertainty will weigh

on consumers’ intentions to buy a
home.A well-supplied resale market
in KW and higher new home prices
will create headwinds for new home
construction this year. Starts in both
CMAs will move higher in 2014.
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In KCWV, after two years of above-
average apartment construction, a
significant part of demand for both
rental and condominium apartments
has been satisfied. In addition, with a
temporary hold on new apartment
projects close to the universities in
Waterloo, construction of apartments
geared to students, which was a

large percentage of apartment
construction in 2012, has slowed.
Overall, apartment starts will decline
by 35 per cent in 2013. Condominium
apartment construction will hold up
better than rental this year. Although
demand has been satisfied in the
short term, young adult households,
immigrants, downsizing seniors, and
one-person households will support
apartment construction in the longer
term. Semi-detached and townhouse
construction should be relatively
unchanged in 2013.These housing
types are a relatively more affordable
option to the more expensive single-
detached homes. Higher density
housing is in line with the Region of
Waterloo Official Plan and Places to
Grow.

Single-detached construction in KCW
will be limited by the availability of
land as well as economic conditions.
The number of single-detached

starts in a year is a function of the
number of registered lots and demand.
Demand is impacted by employment
growth, prices, and the state of the
resale market. Single-detached starts
could increase in 2013 due to the
increase in the number of registered
lots available at the beginning of the
year, but the slow employment growth
expected in 2013 will delay some
home purchases.There will be little
support from repeat buyers for new
homes as full-time employment in
the 45-64 age group has declined in
the past year.The number of couples
with children, who are the majority
of buyers of single-detached homes,
is on the decline and has impacted
demand for larger homes. Overall,
single-detached construction will
remain below average, declining by
eight per cent in 201 3. Costs to build
new single-detached homes continue
to increase due to the increase in the
cost of land, government imposed
chargers, materials and labour costs.
This is reflected in the more than 13
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per cent increase in the price of new
single-detached homes in the last year.

Guelph starts to increase

Guelph starts will increase in 2013
due to the growth in townhouse
and apartment construction. In line
with Places to Grow and the City of
Guelph intensification targets, higher
density housing will be stronger.

A demographic shift to smaller
households will support townhouse
and apartment construction. Single-
detached construction will remain
subdued in 2013 as registered lot
availability is low.Although starts will
be higher in 2013, growth is limited by
the slow economic growth weighing
on households and their purchasing
power.

Local Economy

Slow employment growth

Slow employment growth is

expected in 2013 but an ongoing

US economic recovery will support
Kitchener's economy by 2014. Some
businesses may be reluctant to hire

in the immediate term in the face of
continued global uncertainty. Although
employment has picked up early in
2013, slightly less than 5,000 fewer
people were employed in KCW at the
end of the first quarter of 2013 than
were employed a year earlier. Most of
these jobs were full-time.The lower
employment level weighed on housing
demand. In Guelph, the picture was
the same with slightly more than
4,000 fewer jobs than at the same
time last year.

In KCWY, full-time job losses were in
all age groups, impacting both first-

time and repeat buyers and demand
for both homeownership and rental
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housing. In Guelph, job losses were
centred in the 25-44 age group which
would impact mainly first-time buyers.
Job growth in the 15-24 and 45-64 age
groups supported both rental demand
and move-up buyer demand.

KCW and Guelph have a diverse
economy, but with job losses in the
last year, some sectors are struggling.
Both the goods-producing sector

and the services sector have shed
jobs in the past year. Public sector
employment is facing headwinds from
governments balancing their budgets.
A general slowdown in the growth of
consumer spending will lead to less
hiring in the services sector.As the
housing markets slow, spending on a
range of items associated with moving
into a new home will decline.

Average weekly earnings in KCW and
Guelph will increase by less than two
per cent in 2013 and 2014. Earnings
will not increase as fast as in previous
years as many of the sectors with the
highest wages are also the sectors
which have had job declines over the
past year, i.e. public administration,
professional and scientific, fire and
manufacturing.

Despite the slow employment growth
in both CMAs, a higher percentage of
the population is working and actively
seeking work than in other areas

of Ontario. A strong labour market
versus other areas in Ontario means
both CMAs will attract migrants.
Migration accounts for close to 60 per
cent of population growth. In KCW,
migration will average close to 3,700
in the next two years, and in Guelph,
[,100.This strong migration will
support housing demand.

Mortgage Rate
Outlook

Mortgage rates to see
modest and gradual
increases, but will remain
low

In line with the consensus among
private-sector forecasters, increases in
the Target Overnight Rate by the Bank
of Canada are not anticipated before
mid-2014, later than anticipated at

the time of the 2013 First Quarter
Housing Market Outlook.This

reflects the downward revisions in
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GDP forecasts since the publication
of the First Quarter Housing

Market Outlook, particularly the
expectations of a slower economy in
2013.The expected delay in interest
rate increases will continue to be
supportive of housing market activity
over the forecast horizon.

According to CMHC’s base case
scenario for 2013, the one-year
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mortgage rate is forecast to be within
3.00 per cent to 3.25 per cent with
an average of 3.13 per cent, while

the five-year posted mortgage rate is
anticipated to be within 5.00 per cent
to 5.50 per cent with an average of
5.28 per cent. For 2014, the one-year
posted mortgage rate is expected to
rise and be in the 3.25 per cent to
3.75 per cent range with an average
of 3.42, while the five-year posted

mortgage rate is forecast to be within
5.25 per cent to 5.75 per cent with an
average of 5.53 per cent, consistent
with higher economic growth
prospects in 2014.
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Forecast Summary

Kitchener-Cambridge-Waterloo CMA
Spring 2013

New Home Market

Resale Market

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

Economic Overview

2010

2.6
872

2011

1.7
889

2012

2.6
908

2013f

2.8
930

% chg

0.2

2014f

28
955

% chg

Starts:
Single-Detached 1,255 1,186 871 800 -8.2 850 6.3
Multiples 1,560 1,768 2,029 1,465 -27.8 1,590 8.5
Semi-Detached 94 38 42 40 -4.8 40 0.0
Row/Townhouse 498 286 431 425 -1.4 450 5.9
Apartments 968 1,444 1,556 1,000 -35.7 1,100 10.0
Starts - Total 2,815 2,954 2,900 2,265 2219 2,440 77
Average Price ($):
Single-Detached 378,811 394,169 434,415 443,000 2.0 452,000 2.0
New Housing Price Index (% chg.) 1.3 29 29 2.0 - 2.0 -

MLS® Sales 6,553 6,641 6,314 6,250 -1.0 6,400 24
MLS® New Listings 10,573 11,028 11,433 11,100 -2.9 11,300 1.8
MLS® Average Price ($) 291,182 301,841 312,418 318,000 1.8 324,000 1.9

0.0

Mortgage Rate (I year) (%) 3.49 352 3.17 3.00 - 3.25 - 325-3.75 -
Mortgage Rate (5 year) (%) 5.61 5.37 5.27 5.00 - 5.50 - 525-5.75 -
Annual Employment Level 263,700 276,100 277,300 279,500 0.8 283,000 1.3
Employment Growth (%) 32 4.7 04 0.8 - 1.3 -
Unemployment rate (%) 8.0 6.8 6.6 6.5 - 6.4 -
Net Migration 3,088 3,795 3,784 3,700 -2.2 3,750 1.4

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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New Home Market
Starts:
Single-Detached
Multiples
Semi-Detached
Row/Townhouse
Apartments
Starts - Total

Average Price ($):
Single-Detached

New Housing Price Index (% chg.) (Ont.)

Resale Market
MLS® Sales

MLS® New Listings
MLS® Average Price ($)

Rental Market
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

Forecast Summary

Guelph CMA
Spring 2013

2010

2011

2012

406 260 275
615 504 456
34 50 44
391 197 210
190 257 202
1,021 764 731
385,227 436,502 436,385
24 3.6 4.1

2,834 2,982 2,929
4,542 4,507 4,478
295,207 305,100 325,554

34
887

1.1
903

1.4
941

3.49 3.52 3.17
5.6l 5.37 5.27
75,500 78,300 79,300
0.3 37 1.3
7.9 5.6 5.5
1,292 1,143 LI

201 3f

255
500
50
225
225
755

445,000

n/a

2,875
4,400
330,000

1.5
965

3.00 - 3.25
5.00 - 5.50
80,300
1.3
5.4
1,100

% chg

9.6
13.6
7.1
114
33

-1.8
-1.7
1.4

0.1

1.3

-1.0

201 4f

275
530

50
230
250
805

454,000

n/a

2,950
4,500
335,000

1.6
990

3.25-3.75
525-5.75
81,500
1.5
5.3
1,125

% chg

7.8
6.0
0.0
22
.1
6.6

2.0

2.6
23
1.5

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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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 or follow us on Twitter, YouTube and Flickr.

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.

©2013 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@cmbhc.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.

Canada Mortgage and Housing Corporation n
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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

Rental Market Provincial Highlight Reports

Rental Market Reports, Major Centres

Rental Market Statistics

Residential Construction Digest, Prairie Centres

Seniors’ Housing Reports

Get the market intelligence you need today!

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

Affordable Housing Web Forums

CMHC's Affordable Housing Web Forums are distance-learning seminars
that bring interested participants and industry experts together using
phone and web technology. You can participate, listen, see and learn
without the expense of travelling.

Register on-line!

www.cmhc.ca/ahc

On June 1,2012,
CMHC's Market Analysis
Centre turned 25!

CMHC's Market Analysis Centre
has a strong history as the
Canadian housing industry's
""go-to"” resource for the most
reliable, impartial and up-to-date
housing market data analysis and
forecasts, in the country.

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.
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https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000055
http://www.cmhc.ca/od/?pid=61504
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www.cmhc.ca/housingmarketinformation
http://www.cmhc.ca/ahc

	HsgMkt_LAND_Oct4_OPIMSNo: 64323_2013_B01


