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Canadian Home Sales — July 2021

CANADA HOUSING MARKET: SLOWING SUMMER MARKET
SUMMARY

Canadian home sales declined by 3.5% (sa m/m) in July, the fourth, albeit
smallest, decline in a row. Listings declined by a whopping 8.8% (sa m/m),
the fourth and largest decline in a row. After lagging behind sales in the month
of June, listings fell by more than double the decline in sales in July, causing the
national-level sales-to-new listings to reverse almost all of its June easing and inch
back up to 74%—further from 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 0.6% (sa m/m)—continuing its trend of steadily decelerating after
recording the biggest monthly price gains since 2000 in February and March of this
year. Single-family homes were again the main driver of the price-gain deceleration
in July.

On a national level, declines in sales were less broad-based than in previous
months. Of the 31 local markets we monitor, however, sales declined in 25 of
them in July compared to June. Winnipeg led the increase witnessed in the
remaining 6 markets, where sales went up by 9.4% (sa m/m). As in previous
months, it's important to remember that July’s level of sales are historically
strong—the second highest on record for July after July 2020, and 26% (sa) higher
than the 2000-2019 July-average.

Listings caught up with sales in July, re-tightening the market after a June
reprieve. Listings declined in 25 of our markets, led by markets in the GTA,
Vancouver, and Montreal. This decline in sales pushed the number of centres in
sellers’ market territory to 17. Interestingly, of the 6 markets that saw an increase in
listings in July, Winnipeg’s rise was the largest. It also had the largest sales
increase in July, with the listings likely immediately absorbed. Declining inventories
in Ontario, British Columbia, Quebec, New Brunswick, Nova Scotia and
Newfoundland & Labrador in July were roughly offset by improvements in months
of inventory in other provinces. As a result, months of inventory held steady in July
at 2.3 months—an improvement from their lowest level on record in March 2021 of
1.7 months, but still quite lower than their long-term average of 5 months.

Single-family homes are again leading the deceleration in price gains, after a
short-lived reversal in June where apartments and townhouses experienced
the largest deceleration. The growth in composite MLS HPI for all homes in
Canada eased to 22.2% (nsa y/y) in July 2021—down from the biggest year-over-
year increase on record in June—and to 0.6% (sa m/m)—the smallest monthly
increase since May 2020. The largest monthly HPI increase in July was in the
townhouse segment (0.8% sa m/m), followed by apartments (0.6% sa m/m), and
single-family homes (0.5% sa m/m).
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Canada Jul-21 Jun-21 Jul-21

mm' mm' gy
Sales (% change) -3.5 -89 -156.2
New listings (% change) -8.8 23  -189
Average price (% change) 0.3 0.1 16.4
MLS HPI (% change) 0.6 09 222

Jul-21 Jun-21 Jul-20
Sales-to-new listings ratio (level)! 740 699 723
Months inventory (level)' 23 23 27

! seasonally adjusted Znot seasonally adjusted
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Sources for chart and table: Scotiabank Economics, CREA.
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IMPLICATIONS

Canadian housing sales continued to cool down in July, as expected for the summer season. Keep in mind that any declines are
relative to an all-time record-high level of activity set in March 2021—therefore, after four consecutive months of slowing down, the
housing market activity continues to be quite strong relative to historical standards. In fact, the level of sales in July 2021 is the
second highest level ever witnessed for the month of July, after July 2020. Listings fell by more than double the decline in sales in
July, again tightening the supply-demand balance after a brief improvement in June.

The market is likely responding to multiple factors underpinning the slowdown. First, the housing market in Canada is traditionally
slower in the summer compared to spring, a trend that was likely brought forward with March 2021 being the peak. Second, OSFI’s
new stress test, which came into effect on June 1% is another factor, but the extent of the effectiveness of this tighter measure is
unclear, as it likely only impacted buyers on the margin who have already been priced out of the market. Third, as the global
recovery from the COVID pandemic pushes forward, buyers may be adjusting plans to account for higher expected borrowing
costs. We expect the Bank of Canada to raise rates twice next year starting July 2022, and while the increases are likely to be
gradual and well-communicated, at today’s higher prices and mortgages, gradual increases over the term of the mortgage will
translate to larger monthly payments, and buyers may be, correcitly, pricing that in into their future affordability calculations.
Erosion in affordability, bidding wars fatigue, and a reversal of pandemic-spurred preferences for more space as we shift our focus
toward enjoying a double-vaccinated summer and traveling, are among the other possible explanations to the market’s recent
slowdown.

This, however, is likely to be a very short-lived reprieve, as activity is expected to pick up again come labour day weekend, and the
fundamental supply shortages underlying the market imbalances have not yet been addressed. In fact, despite the slowdown, the
persistent tightness in the market continued to push the MLS Home Price Index (HPI) upward, albeit at a slower pace compared to
previous months, with the more spacious single-family homes leading the deceleration in price gains

Overall, July’s slowing housing market does not come as a surprise, since the factors that triggered the pandemic rally are
dissipating as expected, while affordability has been largely weakened and immigration remains on hold. A reversal of this retreat
in the Fall should not come as a surprise either, as we expect improving labour market conditions and a resumption in immigration
to drive demand upward alongside the usual pick-up in activity after the labour weekend as the new school year begins. Policy
makers should pay less attention to what could be a short-lived respite, and more attention to the long-term structural supply
challenges which will continue to create imbalances in the housing market and likely push prices upward as domestic and global
conditions simultaneously improve.

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 2


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

® Scotiabank.

GLOBAL ECONOMICS

| HOUSING NEWS FLASH

August 16, 2021

Scotiabank Housing Market Watch—July 2021
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Market 24-month Last Last | Last
Type  Evolution month 3|12
mos. mos.
Sellers' _—~" 35 214 455
Sellers' Y49 37.2
Sellers' el *
Sellers' .~~~ .88 9.7 291
Sellers' i 6.0 115
Sellers' =" 2.0 585

Sellers' L~ 1.6 58.9
Sellers' ——~" 136 4.2 34.1
Sellers' __/\"V" | 155

Sellers' 77 402 50.3
Sellers' " 0.2 19.9 44.2
Sellers' ———~" 20 154 302
Sellers' s ——."" 41 247 56.4
Sellers' A 33 93004
Sellers' ../~ 20 33.0 54.7
Sellers' . [ -18.9 329 74.9
Sellers'  ——/"" 8.7 121 39.2
Sellers' .~~~ .04 60.2 70.5
Balanced .- . 224 374
Balanced .. 14.4 35.1
Balanced .=~ 54 10.8 35.0
Balanced .— ./~~~ -7.9 73.3 729
Balanced " 7.3 7.6 29.6
Balanced ...v*/| 0.6 10.4 324
Balanced .. -3.5 16.9 30.6
Balanced """ | -16.6 12.9 34.3
Balanced .-~~~ 02 24 419
Balanced " 11 1.2 314
Balanced -14.9 16.7 461
Balanced 1.9 144 452
Balanced .-/~ -11.4 433 56.7

Balanced -~ - 34 330

Last Last Last Last

3 12 3 12

month
mos. mos. mos. mos.

8.3 24.0

Last Last
month

03 238 211 -8.8

98309 214 21 111 193
40 218 2174197 69 21.0

81 281 263 -154 105 19.0
031314 256 02 126 245

04 257 236 | 467 40

42 203 111 02 28 145
01 318 205 457 16 121
09 144 144 29 -124 16
08 91 97 53 209 149
25 249 235 67 95 295
15 338 342 61 17.1 138
0.5 165 17.1 75 -11.3 15.2
42 99 159 47 42 64
09 191 17.8 81 95 405
1.8 208 260 86 7.5 119
0.8 262 297 67 119 15.1
43 127 119 |64 124421
0.3 308 31.3 | -124 142 118
86 98 106 79 -33 0.1
12 261 259 89 65 227
02 114 86 -106 321 27.1
13 33.7 339|133 10.7 150
1.8 246 262 14 348 404
04 364 345 14 27.3 17.9
11 262 264 95 154 21.9
21 353 327 91 84 166
08 266 263 59 1.6 224
42 81 71 46 1.8 102
45 82 49 32 64 183
4.8 104 81, 99 187 20.2
10.3/292 249 60 135 19.9

'Ordered from most-to least-tilted towards sellers. 2A market is 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

sales-to-newlistings 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
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MLS Home Price Indices (cont.)

EASTERN 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; Scotiabank Europe
plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Instituciéon de Banca Multiple, Grupo Financiero Scotiabank
Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, 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
authorized 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 authorized by the UK Prudential Regulation Authority and regulated by the
UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados,
S.A. de C.V,, are each authorized and regulated by the Mexican financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.
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