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2021 5.0

2022 3.4
2023 1.0
2024 1.3

CANADA'S ECONOMY
SLOWED IN Q4—
REBOUNDS IN Q1



ECONOMY IS RESILIENT



CANADIAN ECONOMY SOFT LANDING






CANADA'S LABOUR MARKET IS STILL STRONG




EMPLOYMENT GROWTH WORRYING TO BOC



JOBS GAIN IN MARCH CONCENTRATED IN THREE
INDUSTRIES

Transportation and warehousing

Business, building and other support services
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Educational serv
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MARCH JOBLESS RATE REMAINS LOW AT 5.0%




JOB VACANCIES FALL IN Q4 AS PAYROLL EMPLOYMENT
INCREASES



ANNUAL WAGE INFLATION AT 5.4% IN MARCH

Average Hourly Wages for Permanent Workers
(year-over-year percent change)




HEADWINDS

e Consumer non-mortgage debt rising
 Credit card delinquencies up sharply
 Wage gains less than price inflation
e Qil prices are rising again

e Monthly payments on VRMs and HELOCs rise






CANADIAN CPI'INFLATION FELL TO 5.2% IN FEBRUARY



CORE INFLATION TICKS DOWN AGAIN IN FEBRUARY



BUSINESS THINKS INFLATION WON'T HIT THE
2% TARGET UNTIL 2025



BANK OF CANADA



BOC OVERNIGHT RATE PAUSED AT 4.50%

5.2



March 8, 2023

FED CHAIR
POWELL SAID
RATES WILL RISE
FASTER, TO
HIGHER LEVELS
AND REMAIN
THERE LONGER
THAN EXPECTED
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Tlgntening Credi
Conditions

Start-Ups

Commercial Real Estate
Small Business
Consumer Loans




THE REAL POLICY RATE IS STILL NEGATIVE

Compared to Inflation, the Fed Funds Rate Is Still

Negative
The Fed has tightened, but real rates hit a record low 12 months ago

/" Real Fed Funds (Fed Funds Rate - YoY Consumer Price Inflation)
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Source: Bloomberg



Canadians' debt levels are near a record
Growth in consumer debt has outpaced income

B Debt-to-income ratio
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HUGE DECLINE IN 5-YEAR BOND YIELD DRIVES DOWN
FIXED MORTGAGE RATES—THEN BOUNCES

March 24 March 31



YIELD CURVE INVERSION






HOUSING
ACTIVITY
HAS
SLOWED



HOME SALES TICK UP IN FEBRUARY



Number of properties for sale fell
in February—well below long-term
average.

“Nothing Much to Buy”

Economy-wide Strains in Consumer Balance Sheets Remain Low
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HOME PRICE DECLINES FROM MARCH PEAK

MLS Benchmark Home Price Changes from Recent Peak
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SLOWS
HOUSING
SUPPLY AND
DEMAND



VRMS ARE NOW ONE-THIRD OF ALL MORTGAGES
OUTSTANDING

“Variable-rate borrowing
represented 24.3% of new funds
advanced versus fixed-rate
alternatives in the fourth quarter,

compared with 53.5% for variable-
rate borrowing in the fourth quarter
of 2021.”

Statistics Canada



MANY VRM BORROWERS HAVE
HIT THEIR TRIGGER POINT




SOME BIG BANKS HAVE ALLOWED NEGATIVE
AMORTIZATIONS UNTIL RENEWAL

For BMO, one-third
of mortgages have
remaining
amortizations of
over 30 years-- up
from zero a year ago.
20% of book renews
in the next year, then

BN CE S (he “contract reverts

20-25 years 31% 45% to the original
25-30 years 17% 27% amortization

: schedule.”

35 years and more

Remaining amortizations for CIBC residential mortgages







AN LTI RATIO OF 450% OR MORE IS CONSIDERED
HIGH



HOUSING ACTIVITY

REBOUNDS IN 2024




RAPID POPULATION GROWTH SUPPORTS HOUSING

Canada's
population is
growing at the
fastest pace in
the G7 and
ranks seventh
in the G20



OTTAWA BOOSTS IMMIGRATION TARGETS
AGAIN

YEAR NEW IMMIGRANTS
401,000
431,645
465,000*

485,000*
500,000*

* Qverall Planned Permanent Resident Admissions



FOREIGN STUDENTS AND OTHER NON-PERMANENT
IMMIGRANTS NEED HOMES TOO

International Migration to Canada Spikes
Number of immigrants and non-permanent residents hits record high

B Yearly Sum of Net International Migrants to Canada
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IMMIGRATION BOOSTS URBAN POPULATION

Toronto Sees Growing Outflows Amid Housing Crunch
Nearly 100,000 people left Canada's biggest city in 2022

B International Migration M Interprovincial Migration
Intraprovincial Migration

TIIm

2011 12 13

Source: Statistics Canada, Bloomberg calculations
Note: Data is through the 12 months to July of each year




FASTEST POPULATION GROWTH SINCE 1970s BOOST
RENTS

Apartment Rents Are Soaring in Canada's Cities
Rent increases for two-bedroom apartments, year-over-year
H Oct. 2021 W Oct. 2022

4.8%
Halifax >

Landlords rent controls on
existing tenants. But when an
apartment is vacated, the

Vancouver ' . average increase for the next
Montreal ' . tenant iS 18-2%

Ottawa

Toronto

0
Calgary

Winnipeg

Source: Canada Mortgage & Hou 0., Bloomberg
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FOLLOW ME ON

#DrSherryCooper

SherryCooper.Com
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