
Ontario HousingOntario HousingOntario Housing Ontario Housing 
Market UpdateMarket Updatepp

Will DunningWill Dunning
May 17, 2010May 17, 2010

WebWeb--site:  www.wdunning.comsite:  www.wdunning.com



What Drives the What Drives the 
kkHousing Market?Housing Market?

 JobsJobs
 JobsJobs
 JobsJobs
 JobsJobs JobsJobs
 AffordabilityAffordability
 ConfidenceConfidence ConfidenceConfidence
 “Investment Motive”“Investment Motive”



My AgendaMy AgendaMy AgendaMy Agenda

 EmploymentEmployment EmploymentEmployment
–– Trends Trends 
–– DriversDriversDriversDrivers
–– OutlookOutlook

 Housing market outlookHousing market outlook

 Regional variationsRegional variations
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Short RecessionShort Recession
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Ontario “Employment Rate” Ontario “Employment Rate” 
ll lll lIllustrates CyclesIllustrates Cycles
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Factors Driving Employment GrowthFactors Driving Employment GrowthFactors Driving Employment GrowthFactors Driving Employment Growth

Housing WealthHousing Wealth Returned to PositiveReturned to Positive

SubstantiallySubstantiallyStock Market WealthStock Market Wealth Substantially Substantially 
RecoveredRecovered

Interest RatesInterest Rates Very PositiveVery Positive

C di D llC di D ll St l N tiSt l N tiCanadian DollarCanadian Dollar Strongly NegativeStrongly Negative

Commodity CostsCommodity Costs Negative for Negative for Commodity CostsCommodity Costs gg
”Consumers””Consumers”
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Yield on 5Yield on 5--Year Year 
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$ Canada A Very Negative Factor$ Canada A Very Negative Factor$ y g$ y g
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Commodity Prices Also Negative Commodity Prices Also Negative y gy g
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llEmployment RateEmployment Rate

66
Actual

64

ed

Actual
Scenario

62

Em
pl

oy
e

60

%
 E

58
1996 1998 2000 2002 2004 2006 2008 2010 2012

Source:  Statistics Canada / Will Dunning Inc.



Scenario for Improving Scenario for Improving 
O i b C iO i b C iOntario Job CreationOntario Job Creation
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Employment Drives Resale ActivityEmployment Drives Resale ActivityEmployment Drives Resale ActivityEmployment Drives Resale Activity
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Ontario Resale ValuesOntario Resale ValuesOntario Resale ValuesOntario Resale Values
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Employment Drives Resale Employment Drives Resale 
Values (Indirectly)Values (Indirectly)
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Has the Relationship Broken?Has the Relationship Broken?Has the Relationship Broken?Has the Relationship Broken?

T F tT F t Temporary FactorsTemporary Factors
–– CatchCatch--upup

R d l i t t tR d l i t t t–– Record low interest ratesRecord low interest rates
–– Fears of increasesFears of increases

Changing lending criteriaChanging lending criteria–– Changing lending criteriaChanging lending criteria
 A Period of Payback?A Period of Payback?

H St i th I t t M ti ?H St i th I t t M ti ? How Strong is the Investment Motive?How Strong is the Investment Motive?



Major Markets Major Markets 
in Ontarioin Ontario



Toronto CMA Employment RateToronto CMA Employment RateToronto CMA Employment RateToronto CMA Employment Rate
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Toronto Resale Market ReboundsToronto Resale Market Rebounds
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Short Recession for  Short Recession for  
GTA Housing ValuesGTA Housing ValuesGTA Housing ValuesGTA Housing Values
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Hamilton CMA Employment RateHamilton CMA Employment RateHamilton CMA Employment RateHamilton CMA Employment Rate
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Hamilton Hamilton ResalesResales
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Growth of Values in HamiltonGrowth of Values in Hamilton
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Kitchener CMA Employment RateKitchener CMA Employment RateKitchener CMA Employment RateKitchener CMA Employment Rate
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Kitchener Kitchener ResalesResales
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Weaker Growth of Values in KitchenerWeaker Growth of Values in Kitchener
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London CMA Employment RateLondon CMA Employment RateLondon CMA Employment RateLondon CMA Employment Rate
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London London ResalesResales
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Values Recover in LondonValues Recover in London
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Ottawa CMA Employment RateOttawa CMA Employment RateOttawa CMA Employment RateOttawa CMA Employment Rate
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Ottawa Ottawa ResalesResales
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Growth of Values in OttawaGrowth of Values in Ottawa
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Fi l Th htFi l Th htFinal ThoughtsFinal Thoughts

 NonNon--trivial risks in housing marketstrivial risks in housing markets

 Keep an eye on employmentKeep an eye on employment

“ l h ff ”“ l h ff ” Keep an eye on “wealth effects”Keep an eye on “wealth effects”

 Macro risks versus micro opportunitiesMacro risks versus micro opportunities Macro risks versus micro opportunitiesMacro risks versus micro opportunities


