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CONOMY NOTSLOW S

ENOUGH YET

Canadian Real GDP Growth
SAAR,

FORECAST

Bank of Canada
expects growth to
average about 1%
through the rest of this
year and the first half
of 2024
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HOUSEHOLD DEBT-TO-INCOME RATIO UP
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Source(s): Table 38-10-0238-01.
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hillions of dollars
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M Mortgage debt ] consumer credit

M non-mortgage debt Bl Total credit market debt

Source(s): Table 38-10-0238-01.
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Average Monthly Payment Average Loan Amount for

for First Time Home Buyers First Time Home Buyers
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CREDIT CARD DELINQUENCIES RISING
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Source(s): Table 36-10-0112-01.
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BUSINE

CANADIAN BUSINESSES UNDER PRESSURE

Not seasonally adjusted, number per month

Business insolvencies Consumer insolvencies =
3-month moving average
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SOURCE: INNOVATION, SCIENCE AND ECONOMIC DEVELOPMENT CANADA, BMO
GIGI SUHANIC /FINANCIAL POST
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CANADA'’'S LABOUR MARKET IS STILL TIGHT
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EMPLOYMENT GROWTH IN JUNE TRIPLED EXPECTATION
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S WERE IN FULL-TIME WORK

Full-time Jobs Surged Part-time Work Plunged
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CE PARTICIPATION RATE SURGED IN

JUNE—ADDING 31,100 NEW WORKERS

Jan 2023 Apr 2023
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RATE RISES AFTER FIVE MONTHS

Ju L2022 Oct 2022 n 2023 Apr 2023

But 5.4% Is Still Historically Low
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JOB VACANCIES HAVE FALLEN FOR ALMOST A YEAR

job vacancies (thousands)

1,100

1,000

::_a.
=

2020 2021
lob vacancy rate

= Job vacancies
Note(s) : Job Vacancy and Wage Survey data collection was suspended from April 2020 to September 2020.

Source(s) : Job Vacancy and Wage Survey (5217), table 14-10-0406-01.
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Therefore, data for these reference periods are not available. Data are adjusted for seasonality.




LABOUR MARKET TIGHTNESS EASES IN Q1

The unemployment-
to-job-vacancy ratio
(blue line) is now
rising.

—ceatll—

””” DomiNiON LENDING

CENTRES




!

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

» Credit card delinquencies up sharply | . |

» Wage gains less than price inflation "\

)
X

* Monthly payments on VRMs and HELOCs rise

 Early mortgage delinquencies on the rise
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CANADIAN CPI INFLATION FALLS SHARPLY IN MAY
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ANOTHER EASY MONTH FOR LOW

INFLATION—THE BASE EFFECT

0.80 %

0.60 %
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- - - 0.00 %
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Month-over-Month CPl comparables (Source: Trading Economics)

Chart Courtesy of MortgagelLogic
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] CPI excluding gasoline

Source(s): Table 18-10-0004-01.
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CANADIAN GASOLINE PRICES PLUNGE YEAR-OVER-YEAR

US Dollars Per Litre
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From = Sep 30, 1997 To | May 31, 2023

Standard deviations from average value
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Annual increase in mortgage interest cost

12-month % change
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BoC's key inflation measures little changed in May

Supercore inflation
= equals the CPI inflation
e e minus food, energy and
shelter inflation. It is
higher and stickier than
the other core
measures
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25 bps to 5.0%.

mid-2025.

BANK OF CANADA

* Boc increased rates by

» Highest rate in 22 years
* Achievement of the 2%-
target postponed until

~
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Canada Prime Rate
495000
. %

0.00000

Last Updated: Jun 22,2023 12:00 a.m. EDT

PREVIOUS CLOSE

6.95000%

3.70000 52 WEEK RANGE 6.95000
o

IME RATE WILL RISE TO 7.2%

Variable Rates Remain Higher Than Fixed Rates
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FIVE-YEAR YIELD HOVERS NEAR 4.0%

Canada 5 Year Government Bond

Advanced Charting
3.795.

v -0.148

Last Updated: Jul 12,2023 at 12:16 p.m. EDT

PREVIOUS CLOSE

3.943% JulAug 22 Sep 22 Oct 22 Nov 22 Dec 22 Jan 23 Feb 23 Mar 23 Apr 23 May 23 Jun 23 Jul 23

3.783 DAY RANGE 3.953 2,513 52 WEEK RANGE
@
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Bond Yields Tumble After CPI

Traders betting end of hikes is near as inflation slows down

B US Generic Govt 2 ¥r - Mid Price Close on 07/11 ---- 4.8726

20:00  22:00 00:00 02:00 04:00 06:00  08:00 10:00 12:00 14:00 16:00
12 Jul 2023
Source: Bloomberg Bloomberg @




- T
ALLY PREDICTS RECESSION

- 240.00

CA 2Y vs CA 10Y -133.30 -1.40 (-1.06%)
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| More Canadian businesses
expect higher borrowing costs
to cause difficulties

%, of businesses surveyed, non-seasonally
adjusted

T

@ < of businesses surveyed

CREDIT
AVAILABILITY IS
TIGHTENING IN

CANADA AS WELL
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Source: CIFB, RBC Economics






SPRING
HOUSING
MARKET
SALES PICK
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Monthly home sales*
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But June Buyers More Cautious
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Residential new listings*
Canada

New Listing Rise 6.8% m/m In
May, But Inventories Remain
Very Low

*Seasonally adjusted data at annualized rates

Economy-wide Strains in Consumer Balance Sheets
Begin to Show In Early Delinquincies
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NEW LISTINGS REVIVE IN MAY




HOME PRICES RISE IN MA#

Residential average price*
Market Rebound e Year-over-year percentage change

Canadian home values have surged higher in the spring ‘ ' ' May.2023 ve Mav2022 '

/ Benchmark home price
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Source: The Canadian Real Estate Assoclation *Actual (not seasonally adjusted)
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Apartment Rents Are Soaring in Canada's Cities
Rent increases for two-bedroom apartments, year-over-year
W Oct. 2021 Oct. 2022

4.8%

naitac M ¢ <
1.3

Toronto -

Calgary I 0

Vancouver _ 24
Montreal _ 4.0
Ottawa - 13
Winnipeg _ 2.8

1.5

>anada Mortgage & Housing Corp., Bloomberg
apartments in purpose-built rental buildings.
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NEW VRMS PLUNGED TO PRE-COVID LEVELS

New mortgage originations: fixed vs. variable

As of April, just 8%
90% of new
- originations had a

70%

con | variable rate,
0N down from a peak

40%

s —\— A\ of almost 57% in
R January 2022.

10% ~/

0%
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

= Fixed —=\/ariable

Source : CMT, Statistics Canada
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THREE TO FOUR-YEAR TERMS ARE MOST POPULAR

New mortgage originations by term
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—=Under 3 years 3 and 4 years 5+ years

Source: CMT, Statistics Canada
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"OSFI| expects a more prudent and active acc’mt
management approach, including resolving negative
amortization at the earliest opportunity" Reuters.

OSFI Raised the Capital Reqmrmen O Banks




CIBC

National Bank

Source: Banks' earnings reports for fiscal 2Q quarter ended April 30

The Big Six are all above the new 11.5% regulatory minimum
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ANKS HAVE ALLOWED NEGATIVE
AMORTIZATIONS FOR VRM FIXED-PAYMENT
BORROWERS

If banks revert to the original amortization schedule for

VRMs renewing in 2025-2026, monthly payments will
rise by 40% or more. For fixed-rate mortgages,
payments would rise by 20-25%. (BoC estimate)
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AMORTIZATIONS

o How much total interest would you pay at
60-,70-,80-, and 90-year amortizations?

25-year 30-year 60-year 70-year 80-year

Monthly Payment 3,161 $2,934 $2,441

Total Payments $948,196 $1,056,153 ,795,807 $2,065,961 $2,342,908

Total Interest $448,196 5556,15! $1,295,801 $1,565,961 $1,842,908 $2,124,469

Data in the chart is based on a mortgage amount of $500,000 and a mortgage rate of 5.80%. The information in

*atehub.
this chart is for illustration purposes only and is a simplified calculation of interest paid over time. I ate u Ca

*Please note that this is for illustration purposes only and is a simplified calculation

of interest paid over time.

ENTS SKY-ROCKET WITH LONGER

From 25-to 90-
year Amortization

Monthly
payment falls -
23%,

but interest
rises 374%

.
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FCAC'S NEW MORTGAGE RELIE

s
Provide temporary mortgagefi
Waive prepayment penaltieé
Waive internal fees and costs
Avoid charging interest on capitalizeg
Extend amortizations for “the shortes
Ensure no adverse créditses
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AL POPULATION GROWTH IS 2.7%"

International Migration to Canada Spikes

Number of immigrants and non-permanent residents hits record high
B Yearly Sum of Net International Migrants to Canada

1977 2000

Source: Statistics Canada, Bloomberg calculations
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TPOPULATION GROWTH IN 2022

] MILLION (+2.7%)—STRONGEST RATE SINCE
1957

Year Planned Permanent Immigration
437,180
465,000

485,000
500,000

In 2022, Canada welcomed 437,180 immigrants and saw a net
increase of non-permanent residents estimated at 607,782—by

far, the largest component of growth. Now Ottawa wants to
make them permanent.
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UCTION COSTS IMPEDE NEW HOME

SUPPLY

« Construction costs are up 51% since the
Growth in Canadian residential construction prices surges past CPI start of the pandemic (Q‘I 2020), while the
CPI (all items) and Residential Construction Price Index, indexed to 100 at O ) CPl |S u 1 30/
Residential Construction Price Index CPI (all items) p 0-
* Municipal development fees are tied to
construction costs, so they have surged
too.

« Labour shortages and rising wages (+9.4%)
also limited supply.

« Expanding production of inputs like cement
and lumber might be precluded by
environmental impact.

« Forest fire disrupt construction and reduce
the supply of lumber
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HOME CONSTRUCTIO

Construction wage growth soars over other industries

Annual change to wages in 2022, ¢

Construction

9.4%

All Industries

4.6%

Source: Statistics Canada, RBC Economics
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"HAVE SLOWED WITH RISING
COSTS FOR DEVELOPERS AND BUILDERS

Housing starts drop to lowest level since the pandemic
Housing starts (seasonally adjusted and annualized), thousands of units

units
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DIMINISHING RETURNS TO GDP PER

CAPITA
DIMINISHING RETURNS

GDP per capita, constant dollars, national currency Our economy W|” grOW faSter,
iy but our average living
standards will stagnate.
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Productivity growth is falling.

Income inequality is rising.
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FOLLOW ME ON

Linkedin.com/DrSherryCooper
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