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Overview'

®  The outlook for the British
Columbia housing market is for a
higher levels of sales, prices and
starts in 2016, with some leveling
off in 2017.

= Total housing starts are forecast
between 35,300 and 36,700 units
this year and 31,400 to 33,600
units in 2017.

m While provincial economic
fundamentals are strong relative
to the past and other provinces,
there is evidence of overvaluation
in the Vancouver housing market
which could impact the provincial
outlook. The wider range
forecast in 2017 reflects
increased uncertainty.

CMHC¥ SCHL



Housing Market Outlook - British Columbia Region Highlights - Date Released - Second Quarter 2016

Economic Outlook

A growing population and an
expanding economy will generate
demand for goods and services,
including housing, this year and next.
Population-driven demand for goods
and services will contribute to growth
in consumer spending, the largest
component of the provincial
economy. With interest rates
expected to remain relatively low,
interest-sensitive sectors of the
economy such as investment and
consumer durables will add to overall
economic growth. Low oil prices are
expected to a have an ongoing net
positive impact on the British
Columbia economy, as consumers
and businesses benefit from lower
transportation costs.

The addition of people from other
parts of Canada and the world is
forecast to increase the demand for
ownership and rental housing. In
addition, the movement of people
within British Columbia will generate
turnover in the housing stock,
sustaining high levels of resale activity
this year. Relatively higher home
prices in Vancouver could support
movement of people to lower-priced
housing markets, generating demand
in other centres and leading to higher
home prices in those markets.

The extent of this upward price

Note to readers

In an effort to align itself with the
various needs of those seeking
information about the housing
market, CMHC’s Market Analysis
Centre has undertaken a complete
review of its products and services.
As a part of this review, the CMHC’s
Housing Market Outlook publication
will be undergoing a series of
modifications. The general objective
is to provide a range of possible
outcomes that, in a context of

pressure will depend on the response
of new listings as house prices rise.

If higher home prices draw more new
listings to the market relative to sales,
this could ease price pressure.

Housing Market
Outlook

Builders are expected to respond

to increased demand for new homes
this year and next, as rising prices for
resale homes and a lean supply of
resale home listings attract more
buyers to the new home market.
Single-detached home starts will get
a boost from replacement housing

as rising land values and an aging
housing stock result in new residential
construction. As well, laneway
housing will add to the number

of single-detached home starts.
Single-detached home starts are
expected to range from 11,000 to
11,400 units in 2016 and moderate

to between 10,200 to 10,800 units

in 2017.

Low rental vacancy rates in the
province’s larger centres are
expected to support further
development of multiple-unit rental
projects. Multiple-family home starts
are forecast to range between 24,200
and 25,200 units in 2016. A wider
range is expected in 2017.

economic and financial uncertainty,
will better help users in their
decision-making process.

As a first step in this ongoing
process, the present edition
incorporates forecast ranges for
housing variables as well as an
expanded discussion on the risks
to the forecast. A more detailed
description of the forecast range
methodology is provided at the
end of the publication.
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Higher levels of sales in 2016 will
reflect increased migration flows and
higher projected employment levels,
however a lack of new listings could
constrain existing home sales in 2017.
MLS® sales are forecast to range from
103,800 to 113,000 transactions in
2016 and between 90,000 to 100,600
transactions in 2017.

Sellers’ resale market conditions are
expected to prevail across the
province, pointing to price gains in
most housing markets. A rising share
of higher-priced home sales in
Vancouver will continue to put
upward pressure on the provincial
average price. The MLS® average
price is forecast to be between
$718,600 and $756,600 in 2016,
moving higher to $722,900 to
$786,100 in 2017.

Risks to the Outlook

There are a number of risks to the
outlook on the upside and downside
that contribute to uncertainty in the
outlook.

m The increase in new and existing
home prices may raise the
incidence of highly indebted
households who will be more
vulnerable in the event of
unemployment or an increase in
mortgage interest rates.

® A sharper-than-expected
slowdown in economic growth
in China would negatively affect
Canada through weaker demand
for Canadian exports as well as a
downward pressure on commodity
prices. This could lead to starts,
sales and home prices in the lower
part of the forecast range.

= On a positive note, a stronger
US dollar and growing US
economy could boost tourism and
export-related industries across
British Columbia, stimulating
growth in tourism, retail, and
manufacturing-based employment.
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Wide Range Forecasts

Overall, the outlook for the British
Columbia housing market is for
higher levels of sales, prices and
starts in 2016, with some levelling
off in 2017. However, there is a
degree of uncertainty around the
outlook which increases as we look
further into the future. This topic
box explores some of the possible
situations that could lead to
outcomes within the wider range
presented in Figures 3,4 and 5.

While provincial economic
fundamentals are strong relative
to the past and other provinces,
particularly job and population
growth in Vancouver, there is
evidence that imbalances in the
resale market have emerged in
the province’s largest centre.
According to CMHC’s Housing
Market Assessment framework,
there is strong evidence of
overvaluation in the Vancouver
housing market. The potential
unwinding of the imbalance between
observed house prices and those
that would be supported by
underlying fundamentals could
impact the provincial forecast and
result in outcomes in the lower
part of the forecast range.
Alternatively, in the absence of a
shock to trigger this scenario, the
provincial housing market would see
levels of starts, sales and prices in
the upper part of the wide ranges.

In 2015, net interprovincial
migration reached a seven-year
high, totalling 16,742 people.

This component of population
growth exceeded net international
migration for the first time in
decades as British Columbia’s net
increase of people moving from
other countries fell to 14,676
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people. If this trend of high levels of
interprovincial migration continues
and net international migration
returns to its longer term average,
British Columbia could see further
upward pressure on the housing
market as population growth
increases. This could mean higher

resales due to turnover in
ownership, higher housing starts
to house more people and higher
home prices if the supply of new
homes is not brought on stream at
a pace comparable to the increase
in demand.
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With respect to the outlook for the
BC average price, one channel that
could lead to outcomes in the upper

o . . ® 0
part of the wide range is the impact British Columbia MLS® Price

of Vancouver prices on the $1,000,000 inner rangs —— Outer range
provincial average. There is room
for the Vancouver share of BC sales $800,000 P

to move higher relative to past

peaks (41 per cent in the first $600,000
quarter compared to 45 per cent
at its peak in the first quarter of $400,000

2011). In addition, the share of

single detached home sales in the $200,000
Greater Vancouver Real Estate
Board area is also below past peaks $0

that coincide with increases in the
average home price. If Vancouver’s
share of BC sales rises at the same
time as the share of single-detached
home sales are trending higher, this
could put further upward pressure

on provincial average home prices

Sources: CREA historical and CMHC forecast
(F): Forecast

as these sales are higher priced than
other markets in the province. Vancouver housing market’s potential compositional
impact on the provincial average MLS® resale price
GV % of BC sales Detached % of Total GV sales
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Sources: CREA, REBGY, CMHC calculation, data to QI 2016

Canada Mortgage and Housing Corporation

4



Housing Market Outlook - British Columbia Region Highlights - Date Released - Second Quarter 2016

Methodology for forecast ranges

The present edition of Housing
Market Outlook incorporates
forecast ranges for housing
variables. Despite this change,
all analyses and forecasts of
market conditions continue

to be conducted using the

full range of quantitative and
qualitative tools currently
available. Two sets of ranges
are presented in the publication:

= An inner range, which provides
more precise guidance to
readers on the outlook while
recognizing the small random
components of the relationship
between the housing market
and its drivers. This inner range
is based on the coefficient of
variation* of historical data
and on past forecast accuracy.
This range provides precision
and direction for forecasts
of housing variables, given a

specific set of assumptions
for the market conditions
and underlying economic
fundamentals.

m  An outer range, which reflects

potential risks to the forecast
due to, for example, the impact
of economic shocks. The outer
range is based on a broader
coefficient of variation of

historical data and on past
forecast accuracy. This range
includes some low-probability
events that could have a significant
impact on the forecast.

Downward (or upward) adjustments
to the ranges may be applied based
on local market intelligence if there
are more sources of risks (upside or
downside) for that specific market.

Inner range = ----- Outer range
/~~~~
2006 2008 2010 2012 2014 2016(F)

* The coefficient of variation in this case is the standard deviation divided by the mean of that series. A higher coefficient of variation would produce wider
ranges due to the higher volatility of the data, while a lower coefficient of variation would produce tighter ranges.
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Forecast Summary

British Columbia

New Home Market
Starts:
Single-Detached
Multiples
Starts - Total

Resale Market

Spring 2016

2013

8,522
18,532
27,054

2014

9,569
18,787
28,356

2015

10,152
21,294
31,446

2016(F)

20

17(F)

L

11,000
24,200
35,300

(H)

11,400
25,400
36,700

L

10,200
21,200
31,400

(H)

10,800
22,800
33,600

MLS® Sales 72,936 84,049 102,517 103,800 113,000 90,000 100,600

MLS® Average Price($) 537,414 568,405 636,627 718,000 756,600 722,900 786,100

Economic Overview

Mortgage Rate(5 year)(%) 5.24 4.88 4.67 4.40 5.00 4.70 5.30
2013 2014 2015 2016(F) 2017(F)

Rental Market

October Vacancy Rate (%) 1.9 1.1 0.8 0.8 1.0

Two-bedroom Average Rent (October)($) 1,195 1,223 1,271 1,309 1,345

One-bedroom Average Rent (October)($) 965 994 1,031 1,060 1,088

Economic Overview

Population 4,605,729 | 4,664,222 | 4,703,939 4,755,100 4,805,000
Annual Employment Level 2,265,600 | 2,278,400 | 2,306,200 2,360,200 2,419,200
Net Migration 36,933 46,581 31,418 35,900 37,400
Average Weekly Earnings ($) 880 882 914 923 940
Multiple Listing Service® (MLS®) is a registered trademark of the Canadian Real Estate Association (CREA).

Rental Market: Privately initiated rental apartment structures of three units and over. Historical and forecast values are an aggregate roll-up of the CMA historical data and forecasts from

each province.

The forecasts (F) included in this document are based on information available as of 29th April 2016. (L)=Low end of Range.(H)=High end of range.
The low end (L) and the high end (H) of forecast ranges for residential housing starts for singles and multiples jointly may not add up to the total. This is due to rounding and volatility of

the data.

Source: CMHC (Starts and Completions Survey and Market Absorption Survey). Statistics Canada. CREA(MLS®). CMHC Forecast (2016-2017).
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B. C. Region Housing Forecast - New Construction

Housing Starts

Single-Detached
Multiples

Starts - Total
Single-Detached
Multiples

Starts - Total
Single-Detached
Multiples

Starts - Total
Single-Detached
Multiples

Starts - Total

2015

393
413
806
628
652
1,280
4,622
16,241
20,863
687
1,321
2,008

2016(F)
(L) H)
400 460
480 560
920 980
610 690
770 930
1,420 1,580
4,900 5,100
19.500| 20,100
24,200 25,400
690 760
1,410 1,540
2,100 2,300

2017(F)
(L) (H)
360 440
500 580
890 990
550 700
680 870
1,290 1,510
4500 4,900
17,000 17,800
21200 23,000
630 730
1,280 1,470
1,900 2,200

The forecasts (F) included in this document are based on information available as of 29th April 2016. (L)=Low end of Range.(H)=High end of range.

The low end (L) and the high end (H) of forecast ranges for residential housing starts for singles and multiples jointly may not add up to the total. This is due to
rounding and volatility of the data.

Source: CMHC (Starts and Completions Survey and Market Absorption Survey). CMHC Forecast (2016-2017).
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B. C. Region Housing Forecast - Resale Market

2016(F) 2017(F)
2015
(L) H) (L) H)
Abbotsford- MLS® Sales 3,482 3,950 4,060 3,750 4,050
Mission MLS® Average Price($) 379,916 401,400 410,600 417,400 434,600
MLS® Sales 5,378 5,720 6,080 5,330 6,070
Kelowna .
MLS® Average Price($) 435,261 446,500 453,500 452,500 467,500
Vancouver MLS® Sales 43,145 42,000 45,000 34,000 38,100
MLS® Average Price($) 902,801 1,022,000/ 1,128,000/ 1,045,100 1,179,000
. . MLS® Sales 7,868 9,000 9,500 8,000 8,600
Victoria

MLS® Average Price($) 521,616 545,000 555,000 555,500 575,000
MLS® is a registered trademark of the Canadian Real Estate Association (CREA).
The forecasts (F) included in this document are based on information available as of 29th April 2016.
(L)=Low end of Range.(H)=High end of range.
Source: CREA(MLS®). CMHC Forecast (2016-2017).
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B. C. Region Housing Forecast - Rental Market

2015 2016(F) | 2017(F)

Abbotsford- October Vacancy Rate (%) 0.8 1.0 1.2
Mission Two-bedroom Average Rent (October)($) 864 895 915
One-bedroom Average Rent (October)($) 712 735 755
October Vacancy Rate (%) 0.7 0.5 1.0
Kelowna Two-bedroom Average Rent (October)($) 1,002 1,020 1,040
One-bedroom Average Rent (October)($) 799 820 830
October Vacancy Rate (%) 0.8 0.8 1.0
Vancouver Two-bedroom Average Rent (October)($) 1,368 1,410 1,450
One-bedroom Average Rent (October)($) 1,079 1,110 1,140
October Vacancy Rate (%) 0.6 0.8 1.0
Victoria Two-bedroom Average Rent (October)($) 1,128 1,160 1,190
One-bedroom Average Rent (October)($) 867 890 910

Rental Market: Privately initiated rental apartment structures of three units and over.
The forecasts (F) included in this document are based on information available as of 29th April 2016.
Source: CMHC (Rental Market Survey). CMHC Forecast (2016-2017).
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B. C. Region Economic and Housing Indicators

Labour Market Housing Market
Average .
Emp. | Unemp. Week?y Total | S8 | itiple | MLs® | MES®

Growth (%) Rate (%) | Earnings Starts Detached Starts Sales Av.erage

) Starts Price ($)

Abbotsford- Ql 2016 -2.0 8.1 861 382 131 251 1,245 448,152
Mission Ql 2015 23 7.0 854 149 46 103 628 364,907
Change -4.3 1.1 0.8% 156.4 184.8 143.7 98.2 22.8

Ql 2016 -2.2 9.1 899 565 126 439 1,213 447,475

Kelowna Ql 2015 29 53 902 213 118 95 1,013 413,996
Change -5.1 3.8 -0.3% 165.3 6.8 362.1 19.7 8.1

Ql 2016 5.2 6.4 924 7,081 1,197 5,884 12,129 1,094,937

Vancouver Ql 2015 0.9 6.1 921 4,283 954 3,329 9,188 873,807
Change 4.3 0.3 0.2% 65.3 25.5 76.7 32.0 253

Ql 2016 3.7 6.3 920 593 218 375 2,295 555,141

Victoria Ql 2015 -3.0 52 900 476 144 332 1,548 494,638
Change 6.7 1.1 2.2% 24.6 51.4 13.0 48.3 12.2

British Ql 2016 3.0 6.9 918 10,016 2,658 7,358 28,028 770,408
Columbia Ql 2015 0.1 6.3 909 6,382 1,938 4,444 20,139 630,435
Change 2.9 0.6 1.0% 56.9 37.2 65.6 39.2 22.2

Ql 2016 0.7 7.6 937 38,175 11,819 26,356 114,117 498,260

Canada Ql 2015 0.6 7.2 909 35,175 10,266 24,909 100,629 428,580
Change 0.1 0.4 3.1% 8.5 15.1 5.8 13.4 16.3

Changes to the Employment Growth and Unemployment Rate represent the absolute difference between current rates and the rates for the same period in the previous year. Average
Weekly Earnings is the 3 month moving average of the last month in the quarter.

MLS® is a registered trademark of the Canadian Real Estate Association (CREA).
n/a: Not Available
Source: CMHC (Starts and Completions Survey). Statistics Canada. CREA(MLS®).
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CMHC—HOME TO CANADIANS

Canada Mortgage and Housing Corporation (CMHC) has been Canada's national housing agency for almost 70 years.

CMHC helps Canadians meet their housing needs. As Canada’s authority on housing, we contribute to the stability of
the housing market and financial system, provide support for Canadians in housing need, and offer objective housing
research and information to Canadian governments, consumers and the housing industry. Prudent risk management,
strong corporate governance and transparency are cornerstones of our operations.

For more information, visit our website at www.cmhc.ca or follow us on Twitter, YouTube, LinkedIn and Facebook.

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/en/hoficlincl/homain

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 printed editions of MAC publications, call 1-800-668-2642.

©2016 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 complete the CMHC Copyright request form and email it to CMHC’s Canadian Housing Information Centre at
chic@cmhc.ca. 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

CMHC's Market Analysis Centre
FREE REPORTS AVAILABLE ON-LINE e-reports provide a wealth of
detailed local, provincial, regional

m Canadian Housing Statistics : . :
and national market information.

Condominium Owners Report
Housing Information Monthly . For'ecasts. and Apalysw -
_ Future-oriented information

Housing Market Outlook, Canada .

about local, regional and
Housing Market Outlook, Highlight Reports — Canada and Regional national housing trends.
Housing Market Outlook, Major Centres m Statistics and Data —
Housing Market Tables: Selected South Central Ontario Centres Information on current
Housing Now, Canada housing market activities —

starts, rents, vacancy rates

Housing Now, Major Centres
and much more.

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.

HOUSING MARKET
INFORMATION PORTAL

The housing data you want, the way you want it
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