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Canadian Home Sales — April 2022

CANADA HOUSING MARKET: WAIT AND SEE
SUMMARY

Canadian home sales fell by 12.6% (sa m/m) in April, while listings dropped 2.2% (sa m/m).
The sharp decline in sales eased the sales-to-new listings ratio, an indicator of how tight the
market is, to 66.5%, its lowest level since June 2020. This easing in conditions brought about
a decline in the composite MLS Home Price Index (HPI), which edged down 0.6% (sa m/m) in
April compared to March. This is the first monthly fall since April 2020. Most of the declines
were seen in markets in Ontario, led by larger detached homes.

The decline in sales was broad based, led by the Greater Toronto Area. Of the 31 local
markets we track, 24 registered falling sales, with most large markets registering declines in
double-digits. While the national level of sales in April was down compared to the same
month last year, it is still the second highest level on record for that month, and is 23% (sa)
higher than the 2000-2019 April-average.

On the other hand, there was a fairly even split between markets where listings rose and
those where they fell. The significantly smaller pullback in listings put 16 of our local
centres in balanced market territory, and pushed Toronto and Barrie, which led the drop in
sales, into buyers’ market territory. Months of inventory continued to climb up from its
record lows, reaching 2.2 months in April—still far below its long-term average of 5 months,
but the highest it has been since summer 2020.

All home-types registered monthly price declines in April, except for apartments, which
still registered a small price gain. Two-storey family homes led the fall in prices (-1.6% sa
m/m), followed by one-storey family homes (-1% sa m/m) and townhouses (-0.9% sa
m/m). On the whole, the composite MLS HPI for all homes in Canada was 23.7% (nsa y/y)
higher in April 2022 compared to the same month last year, a marked slowdown from the
record setting year-over-year increase in February 2022 of 29%.

IMPLICATIONS

Home sales continued to normalize in April, a largely expected deviation from the typical
direction of the spring housing market as activity has been pulled forward by rising
interest rates and shifts in sentiment and attitude. April’s drop puts sales and the supply-
demand tightness indicator at their lowest level since the summer of 2020. This cooling is
making its way into prices, with the housing price index registering its first monthly decline
since the early days of the pandemic. The fall is concentrated in the Greater Toronto Area,
particularly larger detached homes in the suburbs.

The market is largely responding to the Bank of Canada rate hikes, with increased interest
rate sensitivity and expectations of even more hikes to come accelerating their
effectiveness.

The low-for-long rate environment that far preceded the pandemic contributed to some
Canadians’ long-founded belief that rates will never go up. As the Bank began its hiking
cycle early this year, with April’s 50 bps hike being the biggest one-time increase since
2000, it had many of the sceptics listening. So the slowing that we’re seeing is not only a
reflection of what the Bank has done so far, but also a reflection of what market
participants now expect the Bank to do in the future, with many expecting more of these
50 bps hikes throughout the year and markets pricing in a strong increase in long-term
rates. This is causing a rapid adjustment to fixed mortgage rates, which are benchmarked
to government bond yields, with variable rates on the rise as well in line with the Bank of
Canada rate.
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These hikes are also having an outsized impact on sales and prices given households’ higher sensitivity to increased borrowing costs. During
the pandemic, households accumulated liabilities, particularly in the form of mortgage debt, at very low interest rates, which kept debt-
servicing ratios below long-term averages. But these ratios have been rising and are expected to continue to rise as accumulated loans
renew at higher rates, particularly as rising food and gas prices increasingly take a bigger share of households’ incomes. The Bank of Canada
consumer expectations survey shows that wages of the majority of respondents have not kept up with inflation. As a result, it is becoming
harder for some consumers to make their debt payments.

We are definitely at a point of heightened uncertainty, largely driven by the war in Ukraine and its impacts on already strained supply chains
and inflationary pressures, which are necessitating aggressive monetary tightening and adding to fears of recession in various regions. The
IMF World Uncertainty Index has increased sharply in the first quarter of 2022, with the war-related uncertainty accounting for almost 40%
of the global total. While the uncertainty was initially higher in European countries, the gap across regions is narrowing over time. This is
exacerbating the housing-specific uncertainty in Canada, with increases in borrowing rates and volatile swings in sales activity occurringin a
market that is quite elevated and overheated. No wonder then that many are holding off until some of the fog clears and as the impact of
the war and rising rates on the economy and the housing market become more clear. This wait-and-see approach is evident through
responses to the Scotiabank Housing Poll in April 2022, which show that more than half of younger Canadians (56%) have put their home
buying plans on hold due to the current economic environment and interest rates outlook.

Sellers are having to adjust to the shifting attitudes and dynamics, particularly those who bought before selling. They are now forced to
accept offers below what the past two years led them to expect, or offers that contain conditions such as inspections. With largely
aggressive asking prices and bids just two months ago, home appraisals on some of the conditional offers are pulling prices down closer to
market values.

With Toronto and the GTA leading the declines in sales and prices, data from the Toronto Regional Real Estate Board show that declines in
the 905 area code are more pronounced, particularly for detached and townhome segments, which have inflated the most throughout the
pandemic. This is likely a signal of the return of the downtown core as many companies return to working from office and as rising gas prices
make the commute less affordable, in addition to those regions losing their affordability advantage.
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Scotiabank Housing Market Watch—April 2022

New Listings3

1 Last Monthly Sales-to-New Std.Dev.fromlong- ~ Market 24-month Last Last3 Last12 Last Last3 Last12 Last Last3 Last12

Rank Real Estate Board h;o?‘t; Change Listings Ratio Term Mean’ Type  Evolution month mos. mos. month mos. mos. month mos. mos.
-- National - -- 66.5 1.0 S Sellers' -126 -177 -57 -38 14 194 -22 -75 -13
1 Thunder Bay 8 A7 ms |38 Sellers' 31 59 05 -1 202 163 FBANHE o
2 NL(St John's) 7 A5 870 |33 Sellers 28 230297 o6 78 103 M0 B8 -62
3 SaintJohn 1 2 83.0 2.2 Sellers' -149 -194 16 -04 216 264 57 M1 -31
4 Moncton 3 ¥ 836 21 Sellers 11 233 54 01 314 B5 52 103 25
5 Calgary 9 H14 865 20 Sellers 84/ 3080408 11 ss 8108 212 180
6  Sudbury 4 ¥2 80.3 18 Sellers' 3.0 -165 -33 -05/ 311 291 -87 -168 -41
7 Quebec City 1 ' 4 86.3 16 Sellers' 13 -125/ 173 -08 96 M2 -06 -160 -151
8 Lethbridge 2 ‘ 6 7.7 14 ¢ Sellers' 135 31 124 04 72 72 11 -16 35
9 Saskatoon 9 =0 7n9 13 © Sellers N9 M2 01 08 36 52 -5.3. 0.4
10 Winnipeg 5 s 84.7 13 ¢ Sellers' -32 245 72 13 147 108 -10 -123
11 Montreal 21 10 76.9 13 ¢ Sellers' 20 147 -15.6 23 145 166 -07 -97 -134
2 Halifax 7 A5 887 11 © Sellers 23 319 196 20 287 259 65 -89 -177
13 Ottawa 10 * 3 721 1.0 ¢ Sellers' -38 -126 -100 -07 132 167 -13 -46 -1
14 PEl (Charlottetown) 14 =0 82.0 1.0 ° Balanced 69 B30 -43 04 182 201 65 -54 61
15 Okanagan-Mainline (Kelowna) 16 #p 1 69.1 0.9 < Balanced -15° 2711 104  -16] 272 223 21 23 -64
16 Victoria 18 42 747 0.8 ¢ Balanced 24 244 123 34 213 188 89 -19 -175
17  Peterborough B ¥4 67.9 0.7 ¢ Balanced 7.0 -0 -28 58 243 274 -03 -01 13
18  Kingston 5 ¥ 61.6 0.7 ¢ Balanced -143 -267 -16.0 -05 242 252 15 -14.1
19 Edmonton 6 ¥ 66.6 0.6 ¢ Balanced 144 182 215 03 74 53 85 64 77
20 Brantford 29 * 9 70.5 0.5 ° Balanced 46 -34 -44 120 215 311 17 M2 43
21 Vancouver 2B 2 64.7 0.5 ¢ Balanced -106 -240 -0.2 09 132 125 -49 -145 -10.2
22 St Catharines 217 s 618 0.4 ¢ Balanced -65 -183 -89 -27 237 253 -34 27 -29
23 London 2 Y1 60.5 0.2 ¢ Balanced -146 -140 -24 55 269 274 10 81 58
24 Regina 28 M4 053 0.2 ° Balanced 17 -59 -07 16 -05 62 63 -126 -31
25 Fraser Valley (Abbotsford) 20 ¥5 612 0.2 ¢ Balanced -24.8- -69 -38 210 233 94 -139 -149
2 Windsor 2 W4 %1 00 Balanced 267 7 25 35/ 348 324 -01 167 154
27 Hamilton-Burlington 24 3 58.7 -0.2 Balanced 237 -217 -125 42 237 255 -38 -56 -87
28 Kw* 25 ‘ 3 58.6 -0.3 Balanced -144 -189 -65 -36 208 276 42 12 -23
29 Guelph 26 W3 55.6 -0.7 C Balanced -218 -202 -10.3 320 295 276 72 30 -34
30 Toronto 30 =0 45.2 -11 ° Buyers' -262 -304 95 -64 203 202 -34 -104 -143
3 Barrie N =0 01 A2 Buyers' | 288 -328 184 -43 307 31 81 07 -43

"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

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 1990-2020

mean. * Year-over-year percentage change. * Kitchener-Waterloo. Sources: Scotiabank Economics, CREA.
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MLS Home Price Indices (cont.) — Eastern Canada
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MLS Home Price Indices (cont.) — Eastern Canada and Canadian Aggregate
Greater Moncton Canadian Aggregate
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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
oract 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.
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affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
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