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BACKGROUND

The COVID-19 Pandemic has had a dramatic impact on Canada and the world. Canada entered various
forms of restrictions and lockdowns in March 2020. The different responses have had a significant, yet fas-
cinating, economic impact on the Ontario housing market. In this analysis, we explore an aspect of the
housing affordability crisis in Canada prior to the pandemic, and during the pandemic. We will also predict
how that aspect of the housing market may evolve as Canada pushes for an economic recovery.
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February 2021 National home sales set another all-time record!

How can this be? We're in the middle of a pandemic. In December 2020, over 100,000 Ontario
nouseholds were facing eviction; 7% of Ontario renters were unable to pay their rent in full after
Ontario households facing eviction Dec ‘20 osing their income from the pandemic. So, what is causing this surge? Traditionally, we would as- | I I

sume “immigration” - not enough homes for the influx of people into CMA’s. However, “Permanent
Resident Admissions to Canada” dropped significantly from 2019-2020. (see chart right).

Our analysis concludes that, low interest rates (particularly variable rates), fewer houses for sale
(supply & demand), working from home, and a shift in family spending (towards housing) are all
contributing factors. What is particularly interesting is WHERE this

Ontario renters unable to pay rent in full spending is taking place. This past year the issue wasn’t immigration, Immigration drops starting march 2020
after losing income due to the pandemic it was “MIGRATION”
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Sales of home under $500,000 declined in Toronto while Peterborough-Kawartha Average House prices April 2019 to Feb 2021 ( a jump of ~ $200,000 in under 2 years)
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houses over $1,000,000 rose significantly from 2019 | Forecast is between $560,000 to $750,000 ( 90% confidence).

Housing Market Insight - The Relationship between Migration and House Prices (cmhc-schl.gc.ca)

Several Factors are contributing to the spike in house prices. Working from home gives buyers the St oo 13300 om e/ emhe/ datatesearch/publications-reports/ousing-market-nslght/ Z021/housing-market-insleht-canada-68465-moS-en.pdftre=OLELLeST-2455-
flexibility to move further outside the city. This causes two major concerns. First, smaller towns are e e dearmsso0 Ul ore i asTue i osdeceln 1 prject rielom st tortes e nprarkot lghtoarad s/ Moselng maret o ht on e BEACE 022512 e e
not prepared for the influx resulting in more demand than supply. The bigger concern is the possibility s/ eppdscrmssat.blob.cor.indows.net/ ccprodcontainer/ s/ proect/archive/publications/hse-penrse/ 65901 pef

of pricing the locals out of the market. This perpetuates the affordability crisis. (tps//tnemedtm.ca/ nows/over 00000-ontaro-households-fac-evictan)

First-Time Home Buyer Incentive | CMHC (cmhc-schl.gc.ca)
https://www.cmhc-schl.gc.ca/en/nhs/first-time-home-buyer-incentive

Historical Canadian 5 Year Mortgage Rates - 5-Year Variable Rates | Ratehub.ca

The vaccine is generating optimism but there is also a risk of a third wave. Low interest rates, Federal https://www.ratehub.ca/5-year-variable-mortgage-rate-history
. . . . . . . March 2021 News Release | CREA Statistics
support for first-time home buyers and a decrease in spending will continue to drive the current https://creastats.crea.ca/en-CA/
Are Immigrants Driving Up Housing Prices? - Immigroup - We Are Immigration Law
trend. Once the economy recovers, sales will taper but stay strong as these factors will still be in https://vwiew Immigroup.com/news/are-immigrants-driving-housing-prices
Peterborough and the Kawarthas Association of REALTORS (peterboroughrealestate.org)
place. The other variable that will continue the trend is the Government’s commitment to bring back PP/ /A pEISTOrOUENGAIESIaLe Ore/

Canada’s July Immigration Numbers Drop 30% to 13,645 - Canada Immigration and Visa Information. Canadian Immigration Services and Free Online Evaluation.
https://www.immigration.ca/es/canadas-july-immigration-numbers-drop-30-to-13645

foreign students and to kick start immigration again.

Consumer expenditures during COVID-19: An exploratory analysis of the effects of changing consumption patterns on consumer price indexes (statcan.gc.ca)
https://www150.statcan.gc.ca/n1/pub/62f0014m/62f0014m2020010-eng.htm

The Extraordinary and Unexpected Pandemic Increase in House Prices: Causes and Implications | Joint Center for Housing Studies (harvard.edu)
https://www.jchs.harvard.edu/blog/extraordinary-and-unexpected-pandemic-increase-house-prices-causes-and-implications

'This is not normal': experts weigh in on housing bubble warnings - BNN Bloomberg

https://www.bnnbloomberg.ca/this-is-not-normal-experts-weigh-in-on-housing-bubble-warnings-1.1576257

(1) Behold, the Canadian condo market joins the COVID-19 real estate frenzy | Globalnews.ca
https://globalnews.ca/news/7699120/condo-market-real-estate-frenzy-coronavirus/
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