RECESSION FEARS
MOUNT WITH
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2021 4.6%
2022f 3.7%f
2023f 0.8%f
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"~ CANADA STILL OUTPERFORMS THANKS TO

COMMODITIES
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—CANADIENGDP SLOWDOWN IN MAY

Oil & Gas
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OR OF GLOBAL SLOWDOWN
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8nce Falls Amid Inflation, Higher‘\

Interest Rates And Housing Correction

Optimism Shaken

Canada consumer confidence continues to fall

/ Bloomberg Nanos Economic Mood, Index
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HIGH-END FURNITURE RETAILER RH SLUMPS
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second time in less than a m
month. it

¥

~+ Blamed soaring mortgage

rates and shrinking sales of ™
luxury homes. |

» Slowing housing market for

the rest of 2022.
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Canada Hits Full Employment With Labour Shortages
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JOBLESS RATE AT ANEW RECORD LOW

JUNE JOBLESS RATE FALLS TO 4.9%

Unemployment rate, in per cent, seasonally adjusted
15

13 Job vacancies
reach record high
in Alberta and
Ontario

1%

June, 2022: 4.9%
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AVERAGE HOURLY WAGES CONTINUE TO RUN UP
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Year-over-year per cent change
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Ottawa Expands Temporary Foreign Workers

Program To Reduce Labour Shortages
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' FLATION LIKELY TO ACCELERATE







S INFEATION'TS WAY OVER TARGET =~ =

8.6% in May

uus  CAPP 7.7%in May,
June data
expectation over 8%


https://fred.stlouisfed.org/graph/?g=Rn4o

Il ——— U.S. INFLATION BATS ASIDE FORECASTS \

Consumer price index, per cent
10

June 2022: 9.1% )

US INFLATION
RISES TO 9.1%
IN JUNE

Higher Gasoline, Shelter and Food Costs



K EXPECTATIONS RISE

Businesses expect inflation to stay high for two years

% of firms, how long Is inflation expected o remain substantially above 2%
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—— MESTIC INFLATION RISKS

Inflation
Expectations

Home Prices
& Rents
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100 Bps Hike July 13
Quantitative Tightening
Overnight Rate at 3.5% by

yearend




ORE-LEIANsasEeisEN | RAL BANKS HAVE TAK
SIMILAR ACTION IN 2022

M Hiked rates by 100 basis points or more in one move this year




BOC OVERNIGHT RATE
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"PRIME RATE WILL MOVE TO 4.7%

Canada Prime Rate
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S5-YEAR BOND YIELD SPIKED TODAY

Canada 5 Year Government Bond
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Last Updated: Jul 13, 2022 at 12:11 pom. EDT
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BOC
HOPES
FOR A
SOFT
LANDING
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ASLOWDOWN | ©
DOESN'T HAVE TO >
MEAN A RECESSION:
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T O RO N T O Sharp Decline
Toronto home sales continue to slow as rates rise
H O M E S A L E S / Monthly Home Sales, Seasonally Adjusted Histouical Riesse

Sales down 41% y/y
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LlSt|ngS Surge Source: CREA, TRREB
Average Prices Fall




 HOUSINGMARRETS COOL FURTHER IN JUNE



o G DEMAND-—
TO-NEW LISTING RATIOS FALL



ELL FOR THIRD CONSECUT!
MONTH

Residential sales activity*
Canada

2019-Q1 _

L L
e B s
< o 0
NN
T
B m
< =

2020-Q2 N

*5easonally adjusted data at annualized rates I DHMLI,T ‘,3"‘.""_ %ET"“I’




Residential market balance*
Canada

- L |

B Months of inventory (L) === Sales to new listings ratio (R)

Jan 2017 °
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chg
Greater Vancouver 0.8
Fraser Valley -1.4
Chilliwack & District -5.4
Greater Toronto -2.5
Brantford -7.0
Cambridge -13.5
Hamilton-Burlington -4.8

Kitchener-Waterloo 7.8 —
Oakville 9.2 ==
Ottawa -0.5 ———
Montreal 3.2
Quebec City 5.1
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FALLING HOME
PRICES CAUSE
APPRAISAL GAPS IN
SOME REGIONS




HIGHERINTEREST RATES REMOVE SOME

BUYERS FROM HOUSING MARKET AND

REDUCE THE PURCHASING POWER OF
OTHERS
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- INVESTORS COULD MOVE TO THE SIDELINES 1

Mortgage payments
and property taxes
are rising much
faster than rents in
many hot markets
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» Especially For
Recent Investors

With Short-term

COULD SEE SOME Financing

Metro Toronto Is

D I STRESS E D . Already A Buyer's
LISTINGS Market
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FederallGovernment Goal

DOUBLING. HOME
CONSTRUCTION OVER
“ . NEXT DECADE




2021 HOMEBUILDING ALREADY AT 46-YEAR
HIGH

Start Me Up

Canadian construction crews begin work on most homes since 1976

B Single Detached Housing Starts Multi Housing Starts
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| : -
J CANADA WANTS TO DOUBLE HOME CONSTRUCTION F

BUT NEEDS TO FIND SKILLED WORKERS
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> " CONSTRUCTION COSTS SURGE

Quarterly Inflation, Q1 2022 Annual Inflation, Q1 2022

01 22 Residential Construction Cost Index
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HOUSING DEVELOPERS EXPECTED
TO CANCEL SOME PROJECTS
‘I Construction

I Interest Rates
Costs are )
are Rising
Pre-
Worker Materials Loans Are More .
Shortage Shortage S Construction
X ° P Buyers Sidelined
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BLEPULLBACK IN
HOUSING ACTIVITY OVER THE NEXT YEAR

i Home resales and prices decline -
i Residential construction and renovations drop -
| Activity stabilizes in late 2023 as both population |
and income growth boost housing demand
i Growth resumes in 2024 -




FOLLOW ME ON

SherryCooper.Com

Linkedin.com/DrSherryCooper
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