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Canadian Home Sales — April 2021

CANADA HOUSING MARKET: HOUSING SPRING BREAK!
SUMMARY

Canadian home sales took a turn in April 2021, declining by 12.5% (sa m/m)
from the highest level on record in March 2021. Listings followed suit, falling
by 5.4% (sa m/m). While both sales and listings decreased in April, the smaller
decline in listings further eased the national-level sales-to-new listings to 75.2%
from record high readings earlier this year (the highest being 91% in January).
While this is a move in the right direction towards a better supply-demand balance,
the ratio is still significantly higher than its long-term average of 54.5%. As a result
of this persistent tightness in the housing market, the composite MLS Home Price
Index (HPI) rose by 2.4% (sa m/m). This is a deceleration in price gains from paces
observed over the last two months, owing in the most part to a slowing in prices for
single-family homes and townhouses. Apartments, which had remained relatively
close to pre-pandemic levels before accelerating earlier this year have maintained
momentum in April.

Movements in the housing market this month continued to be broad-based
rather than market-specific, as declines in sales were spread out across
much of the country. Of the 31 local markets we monitor, 26 witnessed sales
declines in April compared to March, falling by more than 20% (sa m/m) in Guelph,
Barrie, Kitchener-Waterloo, Hamilton, Ottawa, Kingston, and London—all Ontario
regions. Saint John in New Brunswick defied this month’s trend, recording a 15.4%
(sa m/m) increase in sales. Of course, compared to April 2020, the numbers tell a
hugely different story, with sales up 256% (nsa y/y)—a number largely skewed by
base effect since sales recorded the largest decline on record in April 2020.
Therefore, we are either comparing April’s results to March 2021, the highest
month on record (in terms of level of sales), or to April 2020, the worst April on
record (with the highest decline on record). To get a better picture of this month’s
results, we calculate the 20-year April-average from 2000 to 2019—in comparison
to this average, sales in April 2021 were 57% (sa) higher.

Listings dropped this month, albeit at a smaller pace than sales, bringing
months of inventory up from a record low. The drop in listings was not as broad
-based as sales, where listings fell in only 11 of the 31 centres in our list in April
2021. Unsurprisingly, 4 of the 5 markets that experienced sales gains in April were
also markets that experienced an increase in listings—indicating that the decline in
sales could be, at least in part, a result of a shortage in listings across the country.
Nonetheless, the smaller decline in listings compared to sales in April relaxed the
sales-to-new listings ratio from record highs this year, but the ratio remains
significantly higher than its long-term average. Following this drop, 21 of our
centres (down from 27 last month) are in sellers’ market territory, with the
remaining 10 markets being balanced. With supply-demand conditions improving,
months of inventory have ticked up—at the current rate of sales activity, national
inventories would be liquidated in 2 months—an improvement from the fastest rate
on record in March 2021 of 1.7 months, but still markedly lower than its long-term
average of 5 months. Months of inventory were the lowest on record only in New
Brunswick in April 2021, compared to six provinces in March 2021.
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Canada Apr-21 Mar-21 Apr-21
m/m'  m/m' ylyz
Sales (% change) -12.5 6.3 256.0
New listings (% change) -5.4 8.6 184.7
Average price (% change) -3.7 54 370
MLS HPI (% change) 24 27 234
Apr-21 Mar-21 Apr-20
Sales-to-new listings ratio (Ievel)1 75.2 81.3 65.1
Months inventory (Ievel)1 2.0 1.7 9.1

! seasonally adjusted 2 not seasonally adjusted
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Sources for chart and table: Scotiabank Economics, CREA.
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Single-family homes and townhouses experienced the largest deceleration in price gains. With a 23.1% (nsa y/y) increase in
the composite MLS HPI for all homes in Canada (again, keeping in mind base effect), single-family homes recorded a 28.4% (nsa
yly) increase—continuing to be the main driver of price growth year over year—followed by a 20.9% (nsa y/y) increase in
townhouses. However, on a monthly basis, these same segments recorded the largest deceleration in price gains. While single
family homes and townhouses continued to record monthly price gains in April 2021 (2.6% sa m/m), these gains were around 16%
percent lower than March’s (3% sa m/m), with apartments maintaining the same pace (2.1% sa m/m)—the highest since May 2017.

IMPLICATIONS

Despite the slowdown in sales relative to March, the housing market remains historically strong. We don’t have a firm
understanding yet of the reasons sales slowed down in April but it could reflect any of the following, or combinations of: COVID-
related impacts, the erosion in affordability, and limited choice owing to the decline in listings. However, potential sellers may be
encouraged to list their homes to capture price gains as signs of moderation arise. Furthermore, the expectation of OSFI’s new
measures might encourage more buyers to enter the market before these measures take effect on June 1%. It may also be the
case that homebuyers are adjusting their plans in the event that the Bank of Canada tightens its policy rate next year.

This, however, does not change the fact that the fundamental issue in the housing market today is the chronic shortages in
housing supply (see here). Yes, the pandemic and ensuing shift in accommodation preferences, the uneven distribution of the
economic impact, the low borrowing rates, and high savings rate, have all fueled the surge in the housing market witnessed over
the past year. But the long-standing shortage in supply has been underlying this surge long before COVID hit. Canada’s rate of
home completions to change in population has been well below its long-term average since 2018, and, right before the pandemic
hit, it was at its lowest level ever. The interruption of immigration as a result of border closures has led to an uptick in this ratio,
which without a doubt will reverse once immigration picks up again, particularly to meet new and ambitious targets.

While the shift in accommodation preferences to more spacious homes in the suburbs persists, the widening price differential
between these units and other smaller units in cities’ core means the trend may begin to reverse as relative affordability changes.
This can be seen by the robust momentum in the apartment segment of the market while single-family homes and townhouses
experienced a deceleration in price gains.

Looking ahead, incoming data continue to point to a robust economic recovery, where Canada might recover its economic and job
losses by end of summer this year. This has been further confirmed by the Bank of Canada’s signalling that it may raise rates in
2022, earlier than previously planned. As domestic and global restrictions begin to gradually lift alongside widespread
vaccinations, we expect demand for housing to also increase due to jobs-recovery and population growth resulting from
immigration, supporting housing market activity and prices. Until we are able to increase the stock of homes and achieve a better
supply-demand balance in the market, home prices are more likely to go up than down, albeit perhaps at a slower pace than the
unsustainable one witnessed over the last year.
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Scotiabank Housing Market Watch—April 2021

Sales-to-New Listings Ratio UnitSales®  Avg. Sales Prices®  New Listings®

Last Last Last Last Last

Rk RealEsateBoard  Momh ol e R e on ot e, 2 oy 3 12 o o 2

Rank mos. mos. mos.

-~ National - - 75.2 2.0 I'1e  Sellers' ~ 125 989 389 -3.7 27.2 17.2 -54 650 17.5
1 Moncton 1 =0 110.2 44 Il Sellers' -34 913 345 38 309 205 -97 859 175
2 SaintJohn 6 M4 96.0 3.7 I'1 * Sellers' 154 65.3 27.6 06 390 162 09 5.7 7.1
3 Thunder Bay 1M1 f 8 100.4 3.0 I'lT e Selers' 0.4 816/ 11.6 2.8 264 17.0 -104 581 -6.7
4  Okanagan-Mainline (Kelowna) 2 W 2 100.0 29 1o Selers — -13.7/181.4 643 20 293 208 -47 395 116
5  Sudbury 4 § 1 83.9 2.1 I'Te  Sellers' -17.9 852 28.8 1.3 341 221 -15 647 738
6  Winnipeg 13 7 97.4 2.1 1o Sellers' - 120 861 327 -08 138 87 -134 194 -23
7 Kingston 5 ¥ 2 81.5 2.0 1o Selerss — 212 928 355 09 365 242 -99 455 98
8 St Catharines 23 15 85.7 1.9 Il Sellers'  —~ -12.7 103.0 37.5 0.2 422 27.6 | -21.6| 43.7 5.2
9 Lethbridge 17 d 8 81.9 1.8 I 1o Sellers' -1.3 934 39.7 0.7 127 87 -28 352 22
10 London 8 2 79.7 1.7 I e Sellers' — 203 71.3 24.8 05 434 297 -74 399 37
11 Windsor 9 W2 75.7 1.6 I le Sellers' 172 641 225 3.3 436 303 -53 317 40
12 Halifax 12 =0 94.3 1.6 (0 Sellers' -11.8 611 284 -05 371 232 -23 479 16.6
13 NL (St. John's) 26 13 62.9 1.5 Ik Sellers' — A\ 6.0 80.6 325 28 89 50 16 678 84
14  Peterborough 7 W7 775 1.4 P Sellers' -16.1 102.2 30.2  -12.0 403 274 63 723 25
15 Calgary 29 {14 774 14 b Sellers' — 10.6 174.4 44.5 18 151 53 0.8 80.7 15.2
16 Victoria 10 &6 81.4 14 b Sellers' ~ -7.7 115.1 47.8 0.5 232 16.4 6.7 47.4 19.0
17 Ottawa 3 Y14 75.6 1.3 b Sellers' 224 716 235 -1.8 325 243 39 627 192
18 Montreal 25 f7 73.2 1.3 b Sellers' —~ 2.2 358 23.1 24 26.0 19.8 19 539 27.6
19 Quebec City 14 &5 77.6 1.2 P Sellers' -12.3] 36.8| 36.3 20 197 114 -16 466 13
20  PEI (Charlottetown) 20 =0 84.9 1.1 b Sellers' -10.0 100.3 30.2 28 276 205 08 609 84
21 KW* 16 W5 774 1.1 b Sellers' -246 919 351 -05 320 208 -152 69.4 19.1
22 Guelph 19 &3 80.9 0.9 e Balanced v/ [-21.9 854 28.4 3.1 321 235 -17.2 581 84
23 Regina 31 8 72.7 0.8 Id Balanced -7.4 100.3 54.9 66 69 28 -136 51.1 16.0
24  Edmonton 30 f6 68.3 0.8 Ié Balanced ..~ -0.1 1385 39.7 -13 114 52 04 54.0 136
25  Saskatoon 15 %10 64.8 0.8 Id Balanced -~ -16.2 1099 51.6 -0.7 87 58 1.8 489 105
26 Toronto 24 2 65.9 0.8 Ié Balanced "~ -19.7 1208 39.8  -3.6 22.8 157 -123 88.0 31.3
27  Brantford 21 =0 74.9 0.8 Id Balanced v/~ 52 81.6 315 28 433 297 49 601 44
28 Vancouver 18 &% 10 68.1 0.7 Id Balanced ..~ -17.3 150.7 53.4 1.3 139 103 -25 97.6 38.6
29  Fraser Valley (Abbotsford) 2 $7 66.7 0.7 Id Balanced .~ -14.3/167.1 70.1 29 30.0 191 -24109.5 422
30  Hamilton-Burlington 21 %9 72.5 0.6 Id Balanced "/~ | 235 83.3 306 -22 33.0 227  -69 67.8 138
31 Barrie 28 &3 73.1 0.3 Iol Balanced .-~ | =27.0 108.9 52.5 24 387 2714 -111 614 47

' Ordered from most- to least-tilted towards sellers. 2Amarketis tilted towards sellers, and likely to witness upward pressure on prices, ifits sales-to-new listings ratio greater than the long-term mean plus one standard deviation. A
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 sixmonths. We define the long-term average as the 1990-2020

mean.® Year-over-year percentage change. * Kitchener-Waterloo. Sources: Scotiabank Economics, CREA
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MLS Home Price Indices
WESTERN CANADA
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Sources: Scotiabank Economics, CREA.
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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
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Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. — all
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authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation
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Authority are available from us on request. Scotiabank Europe plc is authorized by the UK Prudential Regulation Authority and regulated by the
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