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GROWTH A BIT STRONGER THAN

EXPECTED IN Q2

Canadian GDP Growth

(% change at seasonally adjusted annual rates)
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R CAPITA GROWTH FALLS FOR FIFTﬁ )

CONSECUTIVE QUARTER

Record Canadian GDP underperformance stretching on
5-year percent change in per-capita real GDP

0% The stunning
divergence
o \V‘\ /\ N - us | between the US
- and Canada is
\N\/J\ J M unprecedented
*“""‘* - y\ in modern
history
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Diffference (Canada - US) U.S. -+ Canada

Source: Statslics Canada, Bureau of Economics Analysis, RBC Economics

g~ .

Royal Bank of Canada III”I DOM(EI\]IEI(;NF %EIEDING




PAYMENTS RELATIVE TO AFTER-TAX

INCOME

Mortgage Debt Servicing Relative To Disposable Income

Canada

Sources: Statistics Canada, Federal Reserve Board

I-AI | | | | | DoMiNION LENDING

CENTRES




(__7 J-d- @ ',-g_, e A

b o=
or N o S ’
4 "\* O
A o g . 1] '
i By (i
— ¥ /
: - f e 'y
& 3
K
#
3
) S
| I ' )
¢ SN

) U5 ELECTION RESULTS i@ 'g




OMING WITH TRUMP TRIFECTA




Proposed Tax
Cuts: Extend
expiring tax

reductions, cut

corporate taxes,

no tax on tips,
overtime and
Social Security

Tariffs: 60% on
China, 20% on all
other countries

Immigration
quotas and
Massive
Deportation:
Expensive

Regulation: End of
antitrust push at SEC.
Deregulation by Musk

and Ramaswamy

Stocks strong, but long-term borrowing costs surge. US
dollar rises, budget deficits and inflation could increase as
well. Financial conditions tighten.
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THE OCT(SBER UNEMPLOYMENT RATE HELD STEADY AT
6.5%

Unemployment Rate

ec 024 Mar Sep

Value Chg Chg%




E POPULATION GREW FASTER THAN

EMPLOYMENT IN THE PAST YEAR

Canada: Labor Force: Both Sexes, 15 Years and Over
12-month avg Change  SA, Thous
Canada: tmployment: Both Sexes, 15 Yeadrs and Ove L4

While employment growth averaged
per month

12-month avg Change  SA, Thous

« Labour force growth averaged WVAs]
month

per

 Newcomers and youth are hardest hit

i

"”” DomiNioN LENDING

CENTRES




Wage Inflation
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B VACANC

+— Job Vacancies
SA, D00Ds
Job Vacancy Rate —»
SA, %

Source: Statistics CanadaHaver Anakdics
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(anada: Job Vacancy Rate
SA %

15 ®w 17 18 19 20 21 23 U

Scurces: Slatsics Canaca, Canadan Federation of Incspendent Busress

Chart 1: Job vacancies and inflation peaked and declined roughly in tandem

019 2020 2021 2022 2023

CPl inflation (year-over-year percentage change, not seasonally adjusted, left scale)

— Job vacancy rate (right scale)

Image source: Bank of Canada

Courtesy of Mortgage Logic News
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CANADIAN INFLATION FELL TO 1.6% Y/Y IN SEPTEMBER

3.5

3.1

-
2.7
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BOC CORE INFLATION MEASURES HELD

STEADY IN SEPTEMBER

CPI Trimmed-Mean Y/Y remained CPI Median Y/Y was unchanged at
unchanged at 2.4% in September 2.3% in September

3.6 3.6
3.3 3.3
3.0 3.0
27
2.7
2.4
Oct Nov Dec 2024 Feb Mar Apr May Jun Jul Aug Sep Sep Oct Nov Dec 2024 Feb Mar Apr May Jun Jul Aug
Value Chg Chg% Value Chg Chg%
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Growth In BoC’s Preferred Core Measures
- linues To Slow
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UCT PRICES ARE RISING MORE TH
3%

A

Canadian Inflation Breadth
(% of 53 categories above 3% a.r.)

S-month

Chart source: BMO Economics
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° BoC Cuts Overnight Rate By 50 bps to
3.75%

* Monetary Policy is Still Restrictive

R
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 [Further Declines Coming, Taking the
Policy Rate to 2.5% by Spring 2025

o




May

Canada Inflation Rate (%)

. Canada Interest Rate (%)

Sep

Sep

2024

Value -

Value -

« The Overnight Rate is still
bps above the current core CPI
inflation rate.

« The average real rate of the past
30 years is just @ bps.

« Qvernight rate is likely headed for
by spring 2025.
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BOC CUTS RATES BY 50 BPS TO 3.75%

. 1"‘&_\ :
Overnight Rate |~ RN ale g N RE1(E
hat,

375% Overnight Rate

Decline in Floating Rates With The BoC Rate Cut
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CANADIAN.AND US CENTRAL BANK POLICIES DIVERGE

Overnight Rate
Spreads Canada/US
are about -100 bps
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XS RISEN IN THE PAST MONT
OWING TO THE US

Canada 5 Year Government Bond

3.082-

0.00

Last Updated: Nov 17, 2024 9:16 a.m. EST

PREVIOUS CLOSE
3.082%

3.082 DAY RANGE 3.082 2651 52 WEEK RANGE
®
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ARTING WAYS

US 10-year bond yield is flirting with
post-election highs of 4.45%, up more
than 80bps in less than two months.
Canadian 10-year bond yield is at 3.27%-
-up about 40bps,an unprecedented gap.

CAD 10-yr% |

Feb 24 Apr 24

Sources: London Stock Exchange Group, US. TreasuryHaver Analytics
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DECISION DATE THIS YEAR

2025 Decision Dates

E Strong Spring Selling
; Season Coming




ATTERN OF HOME SALES

Share of Canadian Home Sales in Each Month of the Year (Average 19¢

Source: Shaun CREA
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PAYMENT SHOCK:

Half of Canadian
mortgages come up for
renewal in the next two

years
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Current Mortgage Rates vs. Stress Test
, uninsured market)
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OCTOBER HOME
SALES ROSE
SHARPLY
REACHING ITS
10-YEAR
MONTHLY
MOVING
AVERAGE

Monthly home sales™®

an 2011
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MONTHLY HOME SALES EDGE UPWARD IN Q3

anadian Real Estate Associalion

Residential sales activity*

Canada
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*Seasonally adjusted data at annualized rates
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SURGE IN Q3 AND DECLINE IN

OCTOBER

Residential new listings*
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*Seasonally adjusted data at annualized rates
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SALES-TO-NEW-LISTINGS EDGE UPWARD IN OCTOBER

Residential market balance*®
Canada

i ~

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

Jan 2019
Jan 2020
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T

HOME PRICES EDGE DOWNWARD IN OCTOBER

MLS® HPI Benchmark Price*
Aggregate Composite
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RECENT CHANGES IN MORTGAGE RULES

30-year amortizations expanded to all first-time homebuyers and all purchasers of new builds

Increased the S$1 million price cap for insured mortgages to $1.5 million.
Roughly 20% of housing is priced between $1-t0-$1.5 million.

Total LTV > 80%—-5% downpayment on $S500K, 10% on the portion of the
purchase price between $S500K and $1.5 million=$125K (versus $300K)

Lender switches are allowed without the federal mortgage stress test for all
insured and uninsured mortgages. (This may be extended to insurable
mortgages as well)

Insured refinancing allowed to build up to three independent add-on units to
already owner-occupied homes for long-term rental (max 90% LTV, 30-year
amortization, up to $2 million in total property value)
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gage Originations—- =

Variable vs. Fixed

Figure 3: Mortgage production has been concentrated in 3s

Variable <1yr
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Source: Bloomberg, CIBC Capital Markets

Courtesy of Mortgage Logic News
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E CUT ADDS FUEL TO REAL
ESTATE DEMAND

Fixed vs Variable Spread
Narrowing Fixed vs Variable Cross Over
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HOUSING SHORTAGE




Canada's Population Growth Rate Hits 66-Year High

/7 Population growth, year-over-year

1947 1960 1980

Source: Statistics Canada, Bloomberg calculations
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Canada: Adult Population Growth
12-month Change Age 15+, Thousands

Canada: Housing Completions: All Areas
4-qtr MovingTotal  Units

550000

It would take 500K
housing completions

450000
per year to meet the
AEA000 surge in housing
demand. We have never
250000 seen even half that

amount in a single year.

90 05 00 05 10 15 20

Sources. Statistics Canada, Canada Mortgage and Housing Corporation
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UILDING PERMITS DWARF SINGLE-

FAMILY PERMITS

Housing Permits




_ a4 HOUSING STARTS ARE WOEFULLY |
3 INADEQUATE '

T 0 L | ———— iy F BE B

Thousand units

: Mﬂumh W AVNL'( .

1980 1985 1990 1995 2000 2005 2010 2015 2020

The same level
of starts as in
the late-1970s,
with nearly
double the
population

Canada Mortgage And Housing Corporation Value Chg Chg%
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Planned Permanent

Immigration
465,000
485,000
395,000
380,000
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TEMPORARY ENTRANTS DWARF PERMANENT ONES

More than 800,000
= temporary workers and
foreign students were

accepted in the year
ending 2023

EEEEEEE




emporary residents make up 7.2% of the
population today.

The government wants it at 5.0% by
2026.

Many NPRs will have to leave if they
aren't granted permanent residency

But the target for new permanent
residents has been cut as well.
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ALREADY CAPPING STUDENT PERMITS AT 364K A YEAR

Canada: Study Permit Holders

(number of permit holders as of Dec. 31st)
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o0 01 02 03

Source: IRCC

Down from over 1
million foreign
student permits
issued last year

Will they do this? What will the
fallout be—unintended
consequences?
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An estimated 1.26 million people will
have expired temporary residency
permits in 2025



ourtesy of Mortgage Logic News
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Most will be temporary foreign
workers hoping to become
citizens.
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Canada: Population boom keeps inflation resilient
Annual growth in total population and rent component in CPI

yly % change Annual variation, millions of individuals

Newfoundland
joins the
Federation
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Courtesy of Mortgage Logic News
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IS WORK IN REVERSE?

Peak Rent
Canada (y/y % chng)

CPI
Rent”
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FOLLOW ME ON

Linkedin.com/DrSherryCooper
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