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“Sustained by a strong labour
market, transactions continued

to rise across the Montréal CMA.
Buyers have been faced with
supply that has been diminishing
and market conditions have been
tightening. As a result, prices have
been rising at a slightly higher rate
than in recent years.”

David U’'Heureux,
Principal, Market Analysis
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Resale market: tightening conditions
and higher price growth

* Sustained by a dynamic job market, transactions continued to increase
across the Montréal CMA in 2017, even after the new mortgage rules
came into effect in the fall of 2016.

* The growth in transactions was much more significant in the higher
price ranges. The demand was very likely driven by buyers with
relatively high incomes and a certain amount of housing wealth.

* Active listings have decreased significantly, and the market has been
gradually returning to a sellers’ market.

» Upward pressure on prices, while still modest, increased slightly over
the last few quarters.

* Single-family home market conditions have now started to become fairly
tight in certain sectors of the CMA, particularly on the Island of Montréal
and the South Shore.

* The limited supply of single-family homes in certain sectors could lead
to greater price increases over the next few quarters.

* Conditions also tightened in the condominium market. However, the
condominium market has not fully rebalanced, with conditions still
favouring buyers slightly.
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The Toronto and Vancouver housing
markets have been showing up in the
headlines on a daily basis for some
time now because of the strong
growth in house prices in both cities'.
In Montréal, growth in house prices
has been relatively modest over the
last few years.

That said, since the beginning of 2016,
the Montréal resale market has been
tightening and becoming gradually
more favourable to sellers. Upward
pressure on prices increased slightly
in recent quarters. The annual growth
in the average Centris® price for

the Montréal CMA was 4.4% in

March 2017—the highest level of
growth since 2012.

Additionally, single-family home
market conditions have started to
become fairly tight in certain sectors
of the CMA, particularly on the Island
of Montréal and the South Shore. The
condominium market also tightened
slightly, but conditions remained
slightly favourable to buyers,
especially in the northern crown.

In this issue of Housing Market
Insight—Montréal CMA, we will look
at the recent evolution of the CMA’s
resale market. We will first examine
housing supply and demand, as well as
the factors that influence them, and
then explore their impact on market
conditions and prices.

Employment growth
triggered an increase
in the number of resale
market transactions

Supported by employment gains, the
growth in transactions on the resale
market continued in the first quarter
of 2017 in the Montréal CMA. The
increase recorded in the first quarter?
(+5%) followed previous increases

of 5% in 2016 and 6% in 2015 (see
figure I). The resale market therefore
regained some ground following a
period of decline from 2011 to 2014.
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Having remained relatively stagnant
for a lengthy period (from 2002
to 2015), full-time jobs for 25- to

44-year-olds increased by 5% in 2016.

People aged 25 to 44 represent the
largest portion of property buyers

(about 60% of home buyers) in the

Montréal CMA®.

The stronger job market contributed
positively to consumer confidence.
In March, consumer confidence was
at its highest level since 2007*.
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In addition, relative to the last

few years, a large proportion of
consumers felt that it was the right
time to make a significant purchase.

A more dynamic Montréal economy,
combined with mortgage interest
rates that remained historically low,
contributed to stimulating housing
demand in the Montréal CMA. As

a result, transactions on the resale
market remained strong after the
new mortgage rules came into effect
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in mid-October®. We can therefore
say that the market showed some . " .
resilience and that buyers found ways Change (%) in total Centris® sales by price range

to adapt to the new rules®’. Montréal CMA

Table |

Single-family homes ($)

Sustained sales growth in

the higher price ranges 200,000 - | 300,000 - | 400,000 - | 500,000 | 1,000,000

<200,000 | “559 999 399,999 | 499,999 | 1,000,000 | and over

The increase in transactions was
mgch more significant in th.e higher ' 2015 39 46 8.4 19.7 206 175
price ranges, on both the single-family
home and condominium markets.

2016 -34 -0.6 6.3 5.0 15.9 234

. . . 1 2017 -6.7 -4.9 74 7.7 17.0 27.9
Sales of single-family homes priced at Q

$500,000 or more® grew by 19% over | Condominiums ($)
the last year®. For single-family houses
over $1,000,000, sales grew by 28%

200,000 - | 300,000 - | 400,000 - 500,000

< 200,000
during the same period. In the other 299,999 | 399,999 | 499,999 | andover
price ranges, sales growth was less
pronounced and even decreased for 2015 -4.4 2.3 13.7 18.2 13.9
homes under $300,000 (see table ). 2016 79 39 122 175 262
A similar trend was observed on Ql 2017 5.9 3.2 14.9 248 31.5

the condominium market. Sales of
condominiums priced at $300,000

and over'® grew by 21%, while those .
of condominiums under $300,000
showed more modest growth (+4%).

Source: QFREB, through the Centris® system.

Active Centris® Listings
It could be inferred that demand Seasonally Adjusted Rate

for properties in the higher price Montréal CMA
ranges was sustained by buyers

with relatively high incomes and a
certain amount of housing wealth.
Demand from first-time homebuyers,
meanwhile, increased more
moderately, particularly on account
of weak growth in the number of
young households''.
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Let’s now take a look at recent trends 20,000
in the number of properties for sale

on the existing home market. 15,000
2010 2010 2012 2013 2014 2015 2016 2017

Fewer and fewer
properties for sale on the
existing home market 2015, the number of properties for sale  This decrease was partially due
on the Centris® network was 27,600 in  to shorter times to sell (resulting

March 2017, which represents about a from the increase in transactions).
20% decrease. However, the significant and

Sources: QFREB, through the Centris® system; CMHC, seasonally adjusted data.

Active listings decreased significantly
over the last few quarters (see figure 3).
After reaching a high of over 34,000 in
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persistent decrease in new listings
(see figure 4) was the main reason for
the decline in the supply of properties
for sale.

On the single-family home and plex
markets, new listings decreased
sharply, while, on the condominium
market, they decreased only slightly.
In the first quarter of 2017, new
listings posted decreases of 9% and
7% compared to the same period

in 2016, for single-family homes

and plexes, respectively, while they
remained stable for condominiums.

The somewhat soft market conditions
may have encouraged fewer owners
to put their properties up for sale
recently. Indeed, the slow growth in
prices over the last few years could
have limited the potential gains to be
made from the sale of a property.

Another factor to consider is the
weak growth in the stock of single-
family houses and plexes, because

of the low levels of starts of these
types, particularly on the Island of
Montréal, over the last few years. On
the condominium market, however,
the stock increased considerably
thanks to the high level of such starts
recorded across the CMA in recent
years. As a result, new condominium
listings remained relatively stable.

Tightening market
conditions and increasing
pressure on prices

The increase in sales, combined
with the decrease in supply, resulted
in tighter market conditions for

all property types over the last

few quarters. Overall, the single-
family home and plex markets

were favourable to sellers'. On the
condominium market, even though
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conditions tightened as well, they
remained slightly favourable to buyers
(see figure 5).

|% and 2% per year from 2013 to
2015, the average Centris® price
posted gains of 3.6% in 2016 and
4.4% in the first quarter of 2017.
While the growth in the average
price can partially be explained by
a composition effect', other price

Because the market has started to
favour sellers again, price growth has
been somewhat stronger recently.
Indeed, after having gone up between
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indexes that control for this factor
also show stronger price growth in
the CMA as of late (see table 2).

Single-family homes:
market shifts back to
sellers’ territory and
price growth increases
gradually

Market conditions tightened more
in the single-family home segment.
Favouring sellers since mid-2016,
this segment has only continued to
tighten since.

On the Island of Montréal and the
South Shore, most sectors were
favourable to sellers in the first
quarter of 2017. In some of the

most active sectors in terms of the
volume of transactions, notably in the
southern portion of the west part of
the Island of Montréal (ratio below 5
to |) and several sectors on the South
Shore' (ratios between 5 and 6 to 1),
the market was fairly tight.

Single-family home market conditions
also tightened in the sectors of the
northern crown. In Laval, conditions
reflected a sellers’ market, while,

on the North Shore, the market
rebalanced, and conditions were
approaching sellers’ market territory.

Upward pressure on single-family
home prices increased from one
quarter to another. In the first
quarter of 2017, it was on the Island
of Montréal (+8%)'¢ that growth in
the average price was highest, out of
all of the CMA’s large sectors. In the
suburbs, this growth was 4% (South
Shore) and 3% (northern crown). It
must be noted that the sharp increase
in single-family home sales in the
higher price ranges surely contributed
to raising the average price over the
last few quarters, especially on the
Island of Montréal. However, the
CREA HPI, which controls for the
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Table 2

Change (%) in average prices and price indices

Montréal CMA

Teranet— CREA
National Home
. ® Dt
Average Centris® Price Bank Price
Index Index
Single-
Total Family C.o r.\do- Plexes
miniums
Houses
2012 39 32 3.6 45 3.0 33
2013 0.9 1.2 -0.7 1.5 0.4 2.3
2014 2.2 2.6 2.2 3.0 0.3 0.3
2015 1.9 2.9 2.5 1.8 0.4 1.8
2016 3.6 3.8 3.0 33 0.8 33
2016 (March 2016)* 1.8 2.5 1.5 1.4 0.0 1.5
2017 (March 2017)* 4.4 49 4.4 33 35 33

Sources: QFREB. through the Centris® system. Teranet—National Bank House Price Index.

CREA Home Price Index.
*Annual growth

composition effect, also showed a
increase in single-family home prices
over the last few quarters” in the CMA.

Even though evidence of overheating,
price growth acceleration and
overvaluation remained weak'® in

the CMA, we will have to pay special
attention to developments on the
single-family home market in the
short term, especially on the Island of
Montréal. If demand remains high, the
limited supply of single-family houses
in certain sectors could result in an
upward surge in prices over the next
few quarters.

Condominiums: market
continues to rebalance

Having clearly been favourable to
buyers since 2012, conditions on the
condominium market have now begun
to tighten. Still, the market has not
fully rebalanced, with conditions still
slightly favourable to buyers.

Canada Mortgage and Housing Corporation
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On the Island of Montréal and the
South Shore, market conditions

were already balanced in some
sectors (Le Plateau Mont-Royal and
Rosemont) in the first quarter of 2017
and even slightly favoured sellers in
certain others (Le Sud-Ouest and
Boucherville-Saint-Bruno).

The rebalancing of the condominium
market has been taking longer in
other sectors because supply has
remained high. In Laval and on the
North Shore (active listings-to-sales
ratios above 15 to | in the first
quarter of 2017), market conditions
were still clearly favourable to buyers.
In the northern crown sectors,
conditions have softened significantly
over the last few years. On the
North Shore, in addition to the
increase in condominium listings, we
should mention the sustained level of
condominium starts relative to the
size of the condominium stock'®

in the sector.



The tightening of the condominium
market also resulted in slightly higher
growth in the average price. Just as
for single-family homes, increases in
the average price for condominiums
have recently been stronger than in
the last few years. As was the case
for the slightly tightening of market
conditions, annual growth in the
average price in the first quarter
was more pronounced on the Island

(+4.8%) than in the suburban sectors.

This growth was around 3% in Laval
and on the South Shore, while prices
stayed stable on the North Shore.

At this pace, the condominium
market could balance out for the
overall CMA by the end of the year.
If so, this would be the first time it
has done so since 2011. For most of
the sectors in the northern crown,
however, it will still take some time
for the surplus of condominiums for
sale to be absorbed and for market
conditions to balance out.

Housing Market Insight -

Plexes: market slightly
favours sellers

Finally, on the CMA’s plex market,
conditions slightly favoured sellers,
as shown in figure 5. In this segment,
too, the average price increased at a
slightly faster pace over the last few
quarters. In the first quarter

of 2017, price growth was 3.3%.

This market segment accounts for
only 10% of total Montréal resale
market transactions, and activity is
highly concentrated in certain sectors
on the Island of Montréal.

Conclusions

Sustained by a strong labour market,
transactions continued to rise across
the Montréal CMA, even after new
mortgage rules came into effect in
the fall of 2016.

There were more buyers across the
CMA. Often, these were buyers
with relatively high incomes and a
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certain amount of housing wealth.
Additionally, they have been faced
with supply that has been diminishing
from month to month, especially

on the single-family home and plex
markets. As a result, conditions have
been tightening, the market has been
returning to sellers’ territory, and
prices have been rising at a slightly
higher rates than in recent years.

The single-family home market has
now become fairly tight in certain
sectors, notably on the Island of
Montréal and the South Shore.
Pressure on single-family home prices,
which has already been rising as of
late, could cause prices to rise even
more if demand is sustained. The
condominium market continued to
tighten as well and could balance out
for the first time since 2011, except in
the sectors of the northern crown.
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ENDNOTES

I According to CMHC’s analysis, the Toronto and Vancouver housing markets show strong evidence of problematic

conditions. On the Montréal CMA housing market, however, evidence of problematic conditions is weak. There is
no significant evidence of overheating, price growth acceleration or overvaluation. See CMHC’s Housing Market
Assessment (HMA) report for the second quarter of 2017.

Compared to the same period in 2016.
3 Source: Statistics Canada (National Household Survey, 2011).
Source: Conference Board of Canada (Index of Consumer Confidence for Quebec).

On October 3, the Government of Canada announced the adoption of measures to ensure the strength and stability of
Canada’s housing markets and housing finance system. See https://www.fin.gc.ca/nlé/data/l6-117 2-eng.asp

CMHC estimated that the mortgage interest rate stress test for insured loans would affect between 5% and 10% of
buyers. Additionally, in the December 2016 issue of the Financial System Review, the Bank of Canada estimated that the
impact would be lesser in markets with lower prices, such as Montréal and Ottawa-Gatineau (as opposed to Toronto
and Vancouver).

Buyers can purchase lower-priced properties or, when possible, increase their down payment.

Sales of single-family homes priced at $500,000 or more represent about 15% of single-family home sales across the
Montréal CMA.

9 As of the first quarter of 2017.

10 Sales of condominiums priced at $300,000 or more represent about 30% of condominium sales across the
Montréal CMA.

' According to Institut de la statistique du Québec projections, annual growth in the number of households aged under
35 will be +0.2% in 2016 and will be +0.1% in 2017 (Perspectives démographiques du Québec et des régions,
2011-2061).

12 Seasonally adjusted data.

13 According to CMHC’s scale, a market favours sellers when the active listings-to-sales ratio is less than 8 to | and
favours buyers when the ratio is greater than 10 to I.

14 See section on sustained sales growth in the higher price ranges.
I5 Saint-Hubert, Boucherville—Saint-Bruno, Brossard—Saint-Lambert, Sainte-Julie—Varennes.
16 Growth in the weighted price for the last 12 months.

I7 According to the HPI, annual growth in single-family home prices in the CMA was 3.6% in March 2017, compared to
2.0% at the same time in 2016.

18 See CMHC’s HMA report.
19 Source: MAMROT.
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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, LinkedIn, Facebook and YouTube.

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
peoble with disabilities. If vou 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.

©2017 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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