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The Market Now

While the Greater Toronto Area’s (GTA) housing market continues to show early
signs of cooling (see our Monthly Statistics section in this report for more on
this), the market still remains a competitive seller's market.

House sales in July were down 24% over last year, but still above volumes seen
in 2018 and 2019.

Sales will likely continue to be negative on a year-over-year basis until at least
the first quarter of 2022 since we’ll be comparing against a period in 2020
that saw a sudden shock in demand for houses following the initial COVID
lockdowns.

New listings have also been declining since March and were down by 37%
year-over-year in July.

What's behind the decline in new listings we've been seeing recently?

| suspect there are two primary factors driving this. Firstly,with the provincial
Ontario government easing lockdown restrictions this summer, many house-
holds are in vacation mode and in no rush to spend more time in their home
to get it ready for sale. Many of these homeowners are pushing off their sales
to the fall.

The other key factor that might be driving this is a desire from many home-
owners to not sell their current home when upsizing or downsizing to another
property. Real estate has been a strong performing asset over the past twenty
years and with interest rates below 2% homeowners are motivated to hold on to
their properties if they have the financial means to do so.

Our brokerage is in the process of quantifying these investors to better
understand their impact on the housing market.

There were 4,724 houses available for sale at the end of July, a decline of
47% over the previous year and down over 63% from the pre-Covid times of
2018 and 2019.
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The months of inventory (MOI) has continued to be at or below 1 for the past
eight months, but we are seeing a decline in the number of homes selling for
over the owner's asking price, down from 79% in March to 63% in July. (For
more on MOI, see the Monthly Statistics section later in this report.)

The price for an average GTA house in July 2021 was $1,300,701 and has
remained close to the $1.3M range since February 2021.

Condo sales in the Toronto area in July were up 1% over last year.

New condo listings were down 24% in July over last year. Since March, new
listings for condos have not been declining as rapidly as they have been for
houses. This has kept the number of active listings more inline with previous
years though still down 28% over last year.

Given this level of new listing supply hitting the market, the MOI for GTA condos
has been increasing from a low of 0.8 in March to 1.4 in July, taking some heat
out of the condo market as buyers have more choice. The share of condos
selling for over the asking price fell from 63% in April to 45% in July.

The average price for a condominium in June was $693,440 and has plateaued
around the $700K range since March.
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Key Issue

The One Factor in the Housing
Boom Our Leaders Won’t Talk About

“When politicians used to talk about housing they also spoke about immigration
levels. What changed?"” - Howard Anglin

Howard Anglin, former Deputy Chief of Staff under Prime Minister Stephen
Harper, asked and addressed this important question in a thoughtful column
last month.

With the federal Liberal government promising to raise the total number of new
permanent residents to Canada each year to more than 420,000 - well above
the 275,000 of the previous decade - it's worth asking what impact this might
have on housing affordability in the years ahead.

But for some reason, questions about the drivers of housing demand are rarely
discussed.

What we keep hearing about is the need for more supply, such as the need for
more density in areas that currently only permit single family detached houses.
The supply “solution” to high house prices has been debated for more than 50
years with little to no progress.

Why do discussions about housing policy and affordability avoid any questions
or debate about the demand for homes?

Economist and former head of the B.C. public service, Don Wright observes:

“the promoters of large immigration numbers are quick to label as racist, parochial
or small-minded any questioning of larger immigration numbers.”

But Anglin goes on to explain why such accusations are nonsensical.

‘Justin Trudeau's immigration policy in 2016 wasn't racist because the annual
level was lower than it is today, nor is the current level xenophobic because next
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year it will be even higher. And when Pierre Trudeau cut annual immigration in half
between 1967 and 1972 and then by 60 percent between 1974 and 1978, he wasn't
being “parochial or small-minded,” it was just part of the normal fluctuations in
immigration levels that used to track economic and political conditions.”

Given the xenophobic and anti-immigration rhetoric and policies during the
presidency of Donald Trump in the United States, not to mention similar polices
from fringe political parties in Canada, it's easy to see why any debate about
immigration levels can be eyed warily and should be scrutinized carefully.

But if our population is growing at a faster rate than our ability to build
homes, the obvious result of such an immigration policy is higher home prices
which makes living in Canada much harder for all Canadians, including new
immigrants.

Don Wright goes on to ask:

“[c]ould it not be better in the near term to lower the level of immigration, while
significantly improving support to new immigrants, giving them a better chance to
more easily integrate into the economic mainstream?”

| would add to this that given our apparent difficulties in increasing supply suffi-
cient to meet this demand, it might be worth looking at a slowing of immigration
numbers while a very thorough look at the impact on Canadian housing market
prices is conducted and that going forward, no immigration policy should be
pursued without an accompanying housing strategy to ensure the viability of life
chances for all Canadians, new and existing, and their families.
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Data Dive

Toronto's Booming Condo
Rental Market

Toronto's condominium (condo) rental market, characterized by an unprece-
dented drop in demand due to the onset of the Covid-19 pandemic in March

2020, has been showing signs of rebounding strength since the end of 2020
- and now has been red hot over the past couple of months.

Back in January 2020, | posted on Twitter that we were seeing signs of strength
in the condo rental market. This was based on actual rental data and on
anecdotal accounts of demand including those of our own clients looking for
rentals and from the number of tenant applications we were receiving when
represented rental owners looking to rent their units.
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John Pasalis
@JohnPasalis
Some signs of strength in the condo rental market.

Leased Transactions were up significantly the second
half of 2020 and @gtabuzz just told me she got 6 offers
on her rental listing after 2 days on the market

Leased Condos - Greater Toronto Area
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While the number of rental transactions were quite high towards the end of
2020, so were the number of new listings making it difficult to determine just
how competitive the market was and whether the market was heating up or
cooling down. .

But the key trends moving into 2021 was that the number of leased transactions
relative to new listings was trending up and the months of inventory (MOI) was
trending down, suggesting declining relative supply - both signs that suggested
the condo rental market was heating up.

And that is precisely what happened.
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The charts below are for condominium rentals in the City of Toronto only and do
not include condo rentals elsewhere in the GTA (the City of Toronto accounts for
roughly 80% of the condominium rentals in the GTA).

We can see below that the number of leased condo units has remained at a
historically high level since the second half of 2020.

Number of Condominiums Rented
City of Toronio
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What's behind this demand?

In the second half of 2020, some of these leased transactions were from
existing tenants who were taking advantage of declining rents to either upsize
to a nicer unit (often for the same price they were paying in their existing unit)
or to move laterally to a similar unit for a lower monthly rent if their current
landlord wasn't open to reducing their rent in the wake of the pandemic-induced
sudden drop in demand for rentals.

But we were also seeing a return in demand from tenants for traditional reasons
including a) moving out of parental homes b) moving out of shared accommoda-
tion and ¢) moving closer to downtown Toronto. The decline in rental prices we
saw in 2020 likely made some of these moves possible.
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But over the past 4-8 weeks, we have been seeing renewed additional demand
from students who plan to attend their university/college classes in person once
again this fall.

When looking at the number of new rental listings coming onto the market,
we can see that rental listings are down year-over-year, but are up significantly
above the listing volumes in 2018 and 2019.

Number of New Condominium Rental Listings

City of Toronto
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The year-over-year decline in new listings is due to the fact that condo rental
listings surged just after the initial COVID lockdowns in March 2020 as tenants
moved out of the city.

But as | mentioned earlier, the more important trend was that the ratio of leased
condos vs. new condo rental listings was trending up since the second half of
2020, suggesting that demand for condo rentals was starting to outpace the
supply of new listings.
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Leases To New Listings Ratio for Condominium Rentals
City of Toronto
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Despite that, inventory levels for condo rentals remained stubbornly high until
November 2020 when they peaked at just under 3 MOI before beginning to
trend down. In July 2021, there was just 0.5 MOI - a sign of a very competi-
tive market.

Months of Inventory Condominium Rentals
City of Toronto
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This tightly supplied market means we have started to see more tenants
competing for the same rental unit, leading some tenants to offer a price that is
above the landlord’s asking price. When we look at the percentage of rental units
that were leased for more than their asking price, we can see this surge from
6% in March 2021 to 24% in July.

Percent of Condominium Rentals Above the Asking Price
City of Toronto
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This has also pushed average rent prices up from $2,045 in February to
$2,334 in July.
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Average Condominium Leased Price
City of Toronto
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As we move into the fall market, a decline in demand from students should take
some of the heat out of the competitive condo rental market.
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Monthly Statistics

House Statistics

House sales (detached, semi-detached, townhouse, etc.) in the Toronto area in
July 2021 were down 24% over the same month last year.

Sales will likely continue to be negative on a year-over-year basis until at least
the first quarter of 2022, since we'll be comparing against a period that saw

a sudden shock in demand for houses following the initial COVID lockdowns.
But it's worth noting that sales in July were above levels for the same month in
2018 and 2019.

Number of Sales - Toronto Area
Houses
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New listings in July were down 37% over last year, and much like the sales
numbers, new listings are also showing a month-over-month decline since
March. But unlike the sales figures, new listings in July were well below the
listings volume seen in 2018 and 2019.
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Number of New Listings - Toronto Area
Houses
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What's behind the decline in new listings we've been seeing recently?

| suspect there are two primary factors driving this. Firstly,with the provincial
Ontario government easing lockdown restrictions this summer, many house-
holds are in vacation mode and in no rush to spend more time in their home
to get it ready for sale. Many of these homeowners are pushing off their sales
to the fall.

The other key factor that might be driving this is a desire from many home-
owners to not sell their current home when upsizing or downsizing to another
property. Real estate has been a strong performing asset over the past twenty
years and with interest rates below 2% homeowners are motivated to hold on to
their properties if they have the financial means to do so.

Our brokerage is in the process of quantifying these investors to better
understand their impact on the housing market.

The number of houses available for sale (“active listings™) was down 47% when
compared to the same month last year and 63% below the inventory levels
seen in 2019.
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Number of Active Listings - Toronto Area
Houses
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The Months of Inventory ratio (MOI) looks at the number of homes available for
sale in a given month divided by the number of homes that sold in that month. It
answers the following question: If no more homes came on the market for sale,
how long would it take for all the existing homes on the market to sell given the
current level of demand?

The higher the MOI, the cooler the market is. A balanced market (a market
where prices are neither rising nor falling) is one where MOl is between four to
six months. The lower the MOI, the more rapidly we would expect prices to rise.

This July, the market remained very competitive with an MOI of just under 1.

While the current level of MOI gives us clues into how competitive the market is
on the ground today, the direction it is moving in also gives us some clues into
where the market may be heading. The MOI has remained relatively stable at or
below 1 MOI for the past nine months.
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Months of Inventory - Toronto Area
Houses
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The share of houses selling for more than the owner’s asking price dropped from
79% in March to 63% in July.

Percent of Sales Above the Asking Price - Toronto Area
Houses
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The average house price in July was $1,300,701 while the median was
$1,144,000, up 19% and 24% respectively over last year.

While average house prices are up significantly over last year, house prices have
plateaued in 2021 with average prices remaining relatively constant in the $1.3M
range since the start of the year.
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Average Sale Price - Toronto Area
Houses
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Condo Statistics

Condo (condominiums, including condo apartments, condo townhouses,
etc.) sales in the Toronto area in July were up by 1% over last year and above
volumes in 2018 and 2019.

Number of Sales - Toronto Area
Condominiums
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New condo listings were down by 24% in July 2021 over last year but well above
the volumes in 2018 and 2019.

Number of New Listings - Toronto Area
Condominiums
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The number of condos available for sale at the end of the month, or active
listings, was down 28% over last year, a period that saw a surge in condo listings
due to declining prices, falling rents and rising vacancy rates.

Number of Active Listings - Toronto Area
Condominiums
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The relatively strong demand of new listings (supply) helped keep the MOl at 1.4
for the month of July, up from 0.8 MOI in March.

Months of Inventory - Toronto Area
Condominiums
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The competition for condos is easing slightly with the share of condos selling for
over the asking price falling from 63% in April to 45% in July.

Percent of Sales Above the Asking Price - Toronto Area
Condominiums
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The average condo price in July was $693,440 while the median was $642,000,
up 9% and 10% respectively over last year.
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Average condo prices were in the low $600K range during the fourth quarter
of 2020 and after a rapid acceleration during the first quarter of 2021 to
approximately $700K, now appear to be plateauing.

Average Sale Price - Toronto Area
Condominiums
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Regional Trends

Houses

Sales across all five regions in the GTA were down in July while average prices
were up on a year-over-year basis. The decline in new listings helped keep the
market competitive with MOI at or below 1 across the entire GTA, indicating a
strong seller's market.

Sales MNew Listings Months of Inventory
Jul % Change Jul % Change 2021 2020
Durham 960 -32%| $ 962,344 29% 1,100 -34% 0.5 0.8
Halton 706 -27%| & 1,333,747 21% 787 -41% 0.7 1.2
Peel 1,332 -26%| & 1,188,718 19% 1,593 -38% 0.7 1.0
Toronto 1,258 -23%| & 1,501,526 6% 1,778 -30% 1.2 1.3
York 1,375 -14%| & 1,444,919 23% 1,657 -41% 1.0 1.8
Condos

Toronto and Peel saw condo sales up on a year-over-year basis while the other
regions saw a decline in sales. Average prices were up double digits across
the suburban regions and up by 5% in the City of Toronto. Also indicative of
strong market conditions, current MOI levels are below last year’s levels for all
five regions.

Sales Prices Mew Listings Months of Inventory

Jul % Change Jul % Change Jul % Change 2021 2020
Durham 143 -26%| 5 567,965 23% 175 -28% 0.8 0.9
Halton 219 -21%| 5 659,696 13% 283 -27% 0.9 1.2
Peel 650 18%| 5 642,407 13% 859 -15% 1.1 1.5
Toronto 2,029 3% 5 725,821 5% 3,347 -25% 1.6 2.2
York 398 -2%| 5 675,378 12% 574 -28% 1.3 2.1
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Browse All Real-Time Toronto Area Market Trends on
Movesmartly.com:

See Market Performance by Neighbourhood Map, All Toronto and the GTA

Greater Toronto Area Market Trends

City of Toronto Market Trends

York Region Market Trends

Halton Region Market Trends

Peel Region Market Trends

Durham Region Market Trends

Greater Toronto Area

Go to Profile >

Market Trends >
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