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“International migration is the
key driver of housing demand in
Charlottetown. It has lowered
vacancy rates, brought new life to
the resale market, and shows no
signs of slowing. That being said,
it has also reduced the supply

of available housing options. As
such, Charlottetown will require
residential construction to grow in
order to meet the housing needs of
today’s and tomorrow’s Islanders.”

Sarena Teakles,
Market Analyst
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Migration & Housing: What It Means
for Charlottetown

Residential construction is based on the simple need to house people — the
more people there are, the more houses required. While this relationship has
generally been true for Prince Edward Island (PE) over the last half century,
the relationship is not as strong today as it once was. The following are a

few of the findings:

® [nternational migration has boosted the population of PE for the last
ten years but has also coincided with rising out-migration;

® Housing demand has grown quickly as more international migrants are
moving to and staying on the Island; and

= Rising levels of international migration and a slow expansion of the stock
of rental housing has led some newcomers to other housing options,
such as the resale market, but this solution will not last long-term.

International Migration Key to Population Growth

Historically, populations grew naturally, meaning that the number of births
exceeded deaths. New households were then created through the division

of existing households, whether that be from young adults moving into their
own home or from dissolved relationships such as divorce. However, natural
population growth has declined over the years. To illustrate, there were nearly
twice as many births than deaths on the Island in the early 1970’s, but this

has fallen to a less than one birth to every death by 2015'. Natural growth
now adds little to the population.
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International migration, which refers
to the net number of people moving
across the provincial border to or
from other countries?, has propelled
PE’s population for the past ten
years (Figure 1). An average of 1,560
international migrants have moved
to PE each year over the past decade
making PE the only province in
Atlantic Canada to report continuous
population growth over this period®.

International Migration
Linked to New Rental
Units, Sometimes

This robust level of international
migration has impacted the province
in several ways. For example, as
international migration moved higher,
so did the number of people moving
off Island to other Canadian provinces
such as Alberta, Ontario and British
Columbia. This was likely due in

part to the controversial Provincial
Nominee Program that was in place
at that time*. Tax filer data suggests
that recent immigrants made up

a sizeable portion of PE’s recent
out-migrants. Specifically, less than
half of the tax-filing immigrants

that came to PE between 2006

and 2010 were still in the province
three years after their arrival.

This combination of strong immigrant
inflows and their subsequent departure
to other Canadian provinces greatly
influenced the pace of construction
for rental apartment units in
Charlottetown. From 2007 to

2010, for example, international
migration was ramping up faster

than anticipated, such that twice as
many international migrant families
moved to Charlottetown in 2010
than in 2007°%7. While there

were 455 rental completions,

which greatly exceeded the ten-

year average of 99 rental units?,

this was insufficient to meet the
demand presented by these new
international migrant families.
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The apartment vacancy rate fell
from 4.3 per cent in 2006 to
2.3 per cent in 2010°.

Over the next three years, an
additional 665 new rental units
completed'® in Charlottetown during

a period that saw consistent year-over-
year declines in international migration
and growth in the number of people
leaving the province. International
migration levels fell off following the
cancellation of the Provincial Nominee
Program in 2011 while outmigration

grew alongside the controversy of

the Program''. By 2013, the apartment
vacancy rate stood at 7.9 per cent,
nearly double the ten-year average'”.

The Provincial Nominee Program was
revised in 2014. A main focus was on
keeping immigrants on the Island and
it removed the investor stream from
the Program. International migration
quickly returned to PE, with more
than 1,700 newcomers over the past
two years, plus an additional 1,700
newcomers in the first six months
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of 2016"%. This inflow of international
migrants, however, has not been met
with the same increase in construction
activity to what was seen previously.
As a result, apartment vacancy rates
fell, reaching 4.2 per cent in October
2015. This depicts the growing
disconnect between the number

of families moving to Charlottetown
and the number of new housing units
being built (Figure 2). It also begs

the question, where are all these
new families living?

International Migrants
Looking Beyond Rental,
Beyond Charlottetown

According to intelligence gathered
from local market experts, a growing
number of international migrant
families are choosing ownership over
rental either immediately upon arrival
or shortly thereafter. This additional
demand acted as a catalyst to what
was previously a sluggish resale
market. Prior to 2015, the resale
market was abundant in supply

but demand was not very strong.

As such, the mechanisms of

buying and selling a home

slowed down.

In light of little household growth
from natural sources and a net
outflow of Islanders to other Canadian
destinations, this renewed interest in
the resale market is being generated
by international migrant families.

The vast majority of immigrants are
arriving under the Economic Class

of the Provincial Nominee Program'.
This means that they are coming with
more resources in hand. This may

be existing savings, job experience

or both. As such, it appears that
these new international migrant
families might be in a better position
to purchase a home upon arrival or
shortly thereafter.

Resale activity in markets across
PE began to pick-up in the second
half of 2015 and have continued
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to grow. There were 1,38l residential
MLS® sales over the first eight months
of 2016, a 29.5 per cent increase over
year-to-date 2015 figures. This set

a new record for MLS® activity. The
average MLS® price for this period
was $215,107, 14.6 per cent above
year-earlier figures."

Nearly half of this resale activity has
been in Charlottetown, Stratford and
Cornwall, the three centres that make
up the Census Agglomeration area.
According to data from Immigration,
Refugees, and Citizenship Canada,
Charlottetown CA is the preferred
area for new international migrants'®
in PE, although data suggests that

a growing number are looking
beyond Charlottetown.

In order to approximate the

number of new international migrant
families that decided to remain in
Charlottetown, it was assumed that
half of all MLS® sales and every newly
completed home was purchased by
a new international migrant family.
While this is not a likely case, it

was felt to create a conservative
estimate of supply that accounted
for unavailable data points such

as vacant rental units, non-
conforming suites, living with

family, etc. This figure was then
compared with the estimated number
of new migrant families.

The above analysis concluded that the
demand created by these newcomers
outweighed the supply proxy nearly
each quarter over the past two

years (Figure 3). With an insufficient
supply of houses in Charlottetown, it
suggests that some would have looked
elsewhere in the Province.

What to Expect Next

Going forward, it does not appear that
international migration will slow on PE.
Current levels have the potential to
swell further from the commitments
made under the Atlantic Growth
Strategy". Retention rates are poised to
improve following earlier changes to the
Provincial Nominee Program and the
goals set within the Atlantic Growth
Strategy. As a result, Charlottetown
has entered a new era where the
underutilized stock of existing homes
and the stock of purpose-built rental
units will no longer provide a sufficient
supply of homes to meet the needs of
newcomers. Charlottetown will require
residential construction to grow in
order to meet the housing needs of
today’s and tomorrow’s Islanders.
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ENDNOTES

I Statistics Canada. Table 053-0001 Estimates of births, deaths and marriages, Canada, provinces and territories,
annual (number)

Net International Migration. = (Immigrantst - Emigrants_) + (Returning Emigrants_- Net Temporary Emigrants_)
t t t t
+ Net Non Permanent Residents,

Statistics Canada. Table 051-0005 - Estimates of population, Canada, provinces and territories, annual (persons)
http://www.huffingtonpost.ca/2012/05/09/pei-immigrant-provincial-nominee-program_n_1499502.html

Statistics Canada. Table 051-0037 International migration components, Canada, provinces and territories,
quarterly (persons),

IRCC, Canada - Admissions of Permanent Residents by Intended Province/Territory of Destination and Immigration
Category, 2000-March 2016.

Average household sizes were estimated using the ratio of spousal and dependants permanent resident admissions to
principal applicant permanent resident admissions.

8 CMHC, Starts and Completions Survey.

9 CMHC, Fall Rental Market Survey.

10 CMHC, Starts and Completions Survey.

' http://www.huffingtonpost.ca/2012/05/09/pei-immigrant-provincial-nominee-program_n_[499502.html
12 CMHC, Rental Market Survey.

13 Statistics Canada, Table 051-0037 International migration components, Canada, provinces and territories,
annual (persons).

14]RCC, Canada - Admissions of Permanent Residents by Intended Province/Territory of Destination and Immigration
Category, 2000-March 2016.

I5 Canadian Real Estate Board, Residential sales for January to June 2016. MLS® is a registered trademark of the
Canadian Real Estate Association (CREA).

16 ]RCC, Canada - Permanent residents by intended province or territory and urban area, QI 2014 to QI 2016.
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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.

©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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