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Canadian Home Sales — July

FURTHER REOPENING SENDS HOME SALES INTO THE STRATOSPHERE
SUMMARY

Home sales activity surged again in another sign of Canada’s buoyant
ongoing rebound from COVID-19 lockdowns. With re-openings continuing
across the country, new listings registered their strongest-ever month of July in
2020, while existing home sales reached their highest level in any month in
recorded history. On a m/m seasonally adjusted basis, Canadian home purchases
rose by 26%, while new listings climbed by a healthy 7.6%. That pushed the
national sales-to-new-listings ratio to 73.9% (sa)—the highest since 2002 and
consistent with demand-supply conditions strongly tilted in favour of sellers.
Consequently, the composite MLS Home Price Index (HPI) rose by 7.4% (nsa yly)
—the strongest gain since 2017.

Canada’s largest centres tended to witness the steepest sales increases.
Purchase volumes were up by more than 40% in both Toronto and Vancouver, with
Montreal registering a 39% advance (all sa m/m). Ottawa, a number of cities in
Southern BC, and Ontario’s Greater Golden Horseshoe (GGH) region also enjoyed
strong sales gains. Purchases were up across municipalities in Saskatchewan and
Alberta as well, albeit at a more moderate pace.

In July, 18 of the 31 centres for which we maintain data posted sales-to-new-
listings ratios consistent with sellers’ market territory. While new listings in
many centres have recovered to above pre-lockdown levels, 14 of the 18 centres
in sellers’ market territory have yet to return to February levels.

MLS HPI gains were positive in most centres, especially in larger
metropolitan areas which had remained in stricter phases of lockdown for
longer periods of time. Most cities in the GGH maintained price growth of more
than 10% y/y, while Southern BC municipalities witnessed some of the strongest
gains in nearly two years. Ottawa (+18% y/y), Montreal (+14% y/y), and Moncton
(+12% yly) posted record growth in home prices despite the recovery of new
listings to pre-lockdown levels.

IMPLICATIONS

Solid gains were expected as most regions entered the final stage of
reopening in July and following early releases from local real estate boards,
but the strength of the rebound continues to surprise. Nationally, both unit
sales and new listings have surpassed pre-virus levels, with purchases now a
hefty 17% higher than five months ago. That strength, coincident with a labour
market yet to return to its pre-pandemic vibrancy, suggests some pent-up demand
remains that could continue to be released in the coming months, even as the
pace of reopening eases. The effects of more stringent mortgage borrowing
conditions introduced by the CMHC on July 1st may eventually dampen mortgage
demand, though there is little evidence of that to date.
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Canada Jul-20 Jun-20 Jul-20
mim'  m/m' yly

Sales (% change) 26.0 645 305
New listings (% change) 7.6 524 10.3
Average price (% change) 94 11.0 14.6
MLS HPI (% change)? 2.0 02 74
Jul-20 Jun-20 Jul-20

Sales-to-new listings ratio (Ievel)1 73.9 63.1 60.8
Months inventory (Ievel)1 2.8 3.6 4.7

! seasonally adjusted 2 not seasonally adjusted
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Sources for chart and table: Scotiabank Economics, CREA.
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New listings’ slower pace of recovery versus home sales is a trend worth monitoring in the coming months. Should it
persist over future periods, further upward pressure on house prices can reasonably be anticipated.

The strength of the ongoing rebound notwithstanding, potential downsides to the outlook identified earlier remain very
much at play. These include a second wave of the virus, persistent weakness in population growth, and risks related to timing the
withdrawal of mortgage and tax payment deferrals. All of these factors could undermine continued gains in the housing market as

well as the recovery in the broader Canadian economy.
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Scotiabank Housing Market Watch—July 2020
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Sales-to-New Listings Ratio

Monthly Sales-to- New Std. Dev. from Long-
Change Listings Ratio
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Unit Sales”

Market 24-month  Last Last Last
Type  Evolution month o1

mos. mos
Sellers' -~ vV 260 05 21
Sellers'’s —— | 391 06 06
Sellers’ A 78 74 56
Selers .\ | 0514 90
Sellers' AV 124 17 43
Sellers'’ YV 299 24 20
Sellers’ 7V 218 47 -34
Sellers'’ W/ 169 -30 -32
Sellers’  ~~\ 512 01 -2.1
Sellers:  —~~-' 297 87 74
Sellers: " 140 00 63
Sellers' s 287 56
Sellers' /v | 54 240 166
Sellers: "/ 60 -69 64
Sellers’  ~~~"~" 255 -60 66
Sellerss "\ 176 27 04
Sellers'’  ~ ' 318 -32 -7
Sellers' .~ 197/ 288 17.2
Sellers'’ .~V | 63 -14 28
Balanced ~~~" N 208 12 -07
Balanced ~~—~ " - 19 -19
Balanced -~ v = 366 80 149
Balanced ~—_~ \» | 495 <114 -1.0
Balanced /Y 124 62 53
Balanced ~~"""\ 372 -1.1 08
Balanced \»~ | 74 62 -7
Balanced /MY 821336 57
Balanced -~/ | 56 257 7.2
Balanced .\ | 520 71 34
Balanced ~.~~ - = 439 -20/ 223
Balanced ~~"-"V 97 -33 58
Balanced _./ "\ 157 -82 55
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" Ordered from most- to least-tilted towards sellers. A market s tilted towards sellers, and likely to witness upward pressure on prices, if its sales-to-new listings ratio greater than the long-term mean plus one standard deviation. A

New Listings®

Last Last
Last 3 12

month
mos. mos.

76 -9.6 -11.6

11 135 85
37 169 -119
-16.4 266 -18.1
244 53 69
04154 67
34 -89 95
41148 61
52 194 -134
64 188 76
5.1/-197 -15.1
173 202 -155
46 139 100
31450 57
0.4 164 -163
422086 -122
9.2 A7 154
54 218 127
130 119 -132
58 7.0 117
69 -16.1 -118
68 17 -104
230 129 -143
02 -96 -38
163 -01 53
218 97 97
40 0.3 -108
10 -08 -73
16 -118 171
71 12115
12 14 88
86 -5.1-106

sales-to-new listings ratio below the long-term mean less than one deviation is considered a buyer's market and likely to see a flat or downward trend in prices over the next six months. We define the long-term average as the 1990-2019

mean. 3Year-over-year percentage change. * Kitchener-Waterloo. Sources: Scotiabank Economics, CREA.
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MLS Home Price Indices

WESTERN CANADA
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MLS Home Price Indices (cont.)

EASTERN CANADA
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This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections
contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein
have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their
accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever
for any direct or consequential loss arising from any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of
any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or
trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not
constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading
Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics
and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other
transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or
be in the process of acquiring or disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as
managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors,
brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may
receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers,
directors and employees of Scotiabank and its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any
issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be
reproduced without the prior express written consent of Scotiabank.

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital
markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.;
Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited;
Scotiabank Inverlat S.A., Institucién de Banca Mudltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. — all
members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with
limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is
authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation
Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.
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