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What Drives the
Housing Market?

m Affordability
m Confidence
m “Investment Motive”




My Agenda

m Employment
— Trends
— Drivers
— QOutlook

m Housing market outlook

m Regional variations




Ontario Employment (millions)
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Growth of Ontario Employment
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Short Recession
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Ontario “Employment Rate”
lllustrates Cycles
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Factors Driving Employment Growth

Housing Wealth Returned to Positive

Substantially

Stock Market Wealth
Recovered

Interest Rates Very Positive

Canadian Dollar Strongly Negative

Negative for

Commodity Costs . .
consumers
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Yield on 5-Year
Government of Canada Bonds
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$ Canada A Very Negative Factor
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Commodity Prices Also Negative
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A Scenario for Ontario
Employment Rate
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Scenario for Improving
Ontario Job Creation
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Ontario Resale Market




Ontario Resale Activity
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Employment Drives Resale Activity
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Ontario Resale Values
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Employment Drives Resale
Values (Indirectly)

— Price

65

Emp-Rate 64

- 63

62

Emp-Rate

7]
o
o
S 250
—i
&

—+ 61

150 G10)

100 ITTrTrrrrTIrrTIrTrTIr e T T T T T T T T T T T T T T T T T T I T T I T T T T T T T T I T T I T T I T T T T T I T T I T 59
1990 1995 2000 2005 2010

Source: CREA / Statistics Canada / Will Dunning Inc.




Has the Relationship Broken?

B Temporary Factors
— Catch-up
— Record low Interest rates
— Fears of increases
— Changing lending criteria
m A Period of Payback?
m How Strong Is the Investment Motive?




Major Markets
In Ontario




Toronto CMA Employment Rate
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Toronto Resale Market Rebounds
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Short Recession for
GTA Housing Values
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Hamilton CMA Employment Rate

68

(@)
(@)

(o))
~

g
@
>
o
o
S
Ll
=5

o
N

- “\\ h"ﬂf\wﬁ\ﬂ’\ M

58 rrrrrrrrr 1t 1t 1t 1t 1111t 1r1rrrrrr1rr1rrr 1T T T T T 1T T T T T T T T 71
2000 2002 2004 2006 2008 2010

Source: Statistics Canada

(@)
()




Hamilton Resales
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Growth of Values in Hamilton
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Kitchener CMA Employment Rate
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Kitchener Resales
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Weaker Growth of Values in Kitchener
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London CMA Employment Rate
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. ondon Resales
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Values Recover in London
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Ottawa CMA Employment Rate
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Ottawa Resales
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Growth of Values in Ottawa
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Final Thoughts

Non-trivial risks in housing markets

Keep an eye on employment

Keep an eye on “wealth effects”

Macro risks versus micro opportunities



