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Labour Market Remains Very Tight

12% -
1%

—
S I 8 3
X X R X

6%
5%
4% -
3%

Toronto CMA
Unemployment Rate (Trend)

QO N I O M PO © A & PO O N &
O O O O O O O O O O L O O

Source: Statistics Canada, Labour Force Survey

CANADA MORTGAGE AND HOUSING CORPORATION



Labour Income Growing Above Inflation
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Mortgage Rates Remain Very Low
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BoC Interest Rate Decisions Based on Inflation
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High Canadian Dollar a Problem for Exports
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Where Will Interest Rates Go!?
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Where Will Interest Rates Go!?
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5-Year Fixed Mortgage Rate

Low default rate in Canada

16% - + 0.80%
5-year fixed mortgage rate

14% _ - 0.70%
Percentage of mortgages in arrears

12% - 0.60%

10% - 0.50%

8% - 0.40%

6% - 0.30%

4% - 0.20%

2% - ~ 0.10%

O% \ \ \ \ \ \ \ \ OOOO/O

sieally ul sabebpol jo abeo,

1990 1992 1994 1996 1998 2000 2002

Source: Canadian Bankers Association, Statistics Canada

2004 2006

CANADA MORTGAGE AND HOUSING CORPORATION 13



PRESENTATION OUTLINE

|.  Housing Market Drivers

«  Labour Market
*  Migration

*  Mortgage Rates

2. Home Ownership Market /

*  Existing Home Market

*  New Home Market

3. Rental Market

4. Forecast Summary

CANADA MORTGAGE AND HOUSING CORPORATION 14



MLS Sales
Toronto CMA

Source: CREA; CMHC Forecast

CANADA MORTGAGE AND HOUSING CORPORATION




80% - B Rent m Own
70%
60%
50%
40%
30%
20%

10%

0%

2002 2003 2005 2006 2007

Source: CMHC Consumer Intentions to Buy and Renovate Survey (2002-2006) and 2007
Renovation and Home Purchase Survey

CANADA MORTGAGE AND HOUSING CORPORATION 16



Resale Market Has Tightened
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Average MLS Price Has Not Reached 1989 Peak

$400,000 - T T T T T me o
|
$350,000 + low
8 = Current
S $300,000 -+
o
@ § .
2 $250000 + ¢ T vt v v
o
A $200,000
=
@ -
Qe150000 - F VL V VL LV v 0 1 I
o
>
< $100,000 = -y v 1r Y
$50,000 | | | | | | | | | | | | |

Ham Sud Lon KW Ottt Kin Bar ThB Ont Tor St.C Nia Win

Source: Canadian Real Estate Association, CMHC Adjustment

CANADA MORTGAGE AND HOUSING CORPORATION 20



Mortgage Carrying Costs Remain Low
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High New Home Prices
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Multiple-Family Share of Housing Starts Rising
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Multiple-Family Share of Housing Starts Rising
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Multiple-Family Share of Housing Starts Rising
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Greater Toronto Area
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Two Types of Condominium Apartment Investing
|. Buy and Hold

*  Want to make a positive return with rental income, after

covering monthly expenses (i.e. mortgage payment, taxes and
maintenance).

*  Woant to take advantage of long-term capital appreciation.

2. Speculation

*  Purchase a condominium apartment at pre-construction prices,
betting prices will increase.

*  The speculator aims to sell for a profit upon completion and
registration of development.
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What Happens if Investors Sell?
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Developer-Held Inventory Remains Low
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