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The Long-Term Housing Outlook:

Preliminary Projections, 1991-2016

Day-to-day variation in the demand for housing tends to obscure the long-term outlook.
Such fluctuations reflect changes in interest rates, housing prices, consumer confidence, and
other factors related to business cycles and the general health of the economy. In the long-
run, however, housing demand can be traced ultimately to changes in the size, age structure,
and behaviour of the population. Household growth — the major source of housing demand
— occurs as the population grows and ages and as social and economic forces alter
preferences for different living arrangements.

This Research and Development Highlight presents some preliminary projections of
potential housing demand (household growth) for Canada in the 1991-2016 period. Results
were derived from population projections recently produced by Statistics Canada. These
preliminary projections illustrate how household growth would vary under different
assumptions about how Canadians will house themselves over i85 geats.

PLEASE NOTE: Projections described in this highlight are preliminary. They do not
reflect recent changes to government immigration targets. Final projections for
Canada and the provinces will be developed and published in 1995.

Definition of Potential Demand

Potential housing demand refers to the projected annual growth (the absolute change) in the
number of households. While household growth is typically the major determinant of the
requirement for new dwelling units, other factors — such as the need to replace units lost
from the housing stock, additional units created within the existing stock through
conversions, and allowance for a normal number of vacant units — also influence the
number of new units required. As well, projections do not consider the cyclical short-term
impacts of economic factors such as those described above. As such, potential demand
projections should not be construed as a forecast of housing starts but as long-term
projections reflecting a particular set of largely demographic assumptions.

Cette publication est aussi disponible en francais sous le titre La perspective long terme du logement projections préliminaires
1991-2016.



Background

CMIJC publisheotential housingdemandorojectionsn 1991. Threedevelopmentsince
thenpointto the needto updatetheseprojections First, Canadanteredandis nowrecovering
from aprolongedecessionSecond,1991 censuglatadescribingrecentousingchoiceof
Canadian®ecameavailable.Third, StatisticsCanadaevisedts methodof producingoopulation
estimatesteplacingts old historicalserieswith asubstantiallydifferentsetof numbersClearly,
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revisiondo historicadatacanaffecttheoutlookfor populationgrowth,
sincepopulationprojectionsisethe mostrecentestimatessthestarting
pointfor applyingfertility, mortality,andmigrationassumptions.
assumptionthatarethemselveslerivedin largemeasurdrom historical
populationtrends.

Unliketheold populationseries therevisedseriesincorporates
adjustmentso accounfor peoplemissedby the censusndincludes
estimate®f the sizeof the populationof non-permanentesident oef
O S e R Al T
populationandto aheilits rateof growth.3Of particularinterestthe
revisedgrowth figuresfor the 1980sandtheearly1990smatchthe pattern
ofactual housingmarketactivity morecloselythantheold serieswith the
period of peakgrowth roughlycoincidingwith theboom in housingstarts
inthe late 1980s.

PopulationOutlook
By applyingfertility, mortality,andmigrationassumptionso therevised
populationestimatesStatisticscCanadaecently producedanew setof
populationprojections CMHC selectecneof thesescenariogisabase
for generatingpotentialhousingdemandorojections.Theprincipal
assumptionslistinguishingthis basepopulationscenariovere the
following:
* continuationof currentfertility levels (1.7 births perwoman);
» mediumgrowthin life expectancy;
* annualimmigrationof 250,0100.~

UndertheseassumptiongheJduly 1stpopulationof Canadas
projectedo increasdérom 28.8million in 1993 to 37.0million in 2016.0f
particulamote,theprojectecnnualrateof populationgrowth declines
throughoutheprojectionperiodfrom anaverageofjustunder 1.4percent
in the 1993-96period to 0.9percenin 2011-16.

population
grOWth 1 Theseprojectionsweredescribedn areporttitled PotentialHousingDemandProjections:Canadaand
. theProvinces,1986-2011andin Issueb of ResearchndDevelopmenHighlights.
declines 2 Non-permanenesidentsaarecomposef five groups:personglaiming refugesstatus;personsolding
astudentauthorization(foreignstudentsyisa holders);personsoldingan employmentuthorization
(foreignworkers,work permitholders);person$olding aMinister'spermit; non-Canadiaborn
thI’OUghOUt dependentef theabove.
- - 3 The1991 censusecordedaCanadiapopulatiorof27.3million on June4. 1991.Accordingto revised
the pI'OJECtIOH estimatesthepopulationon July 1, 1991 was28.1million.
4 Toreflectrecentrends,CMHC postponedhe 1993-95declinan the non-permanergopulation
i assumedby StatisticsCanad# 1995-97.
period y
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PotentialHousing DemandAssumptions

Therelationshipbetweemopulationgrowthandhouseholdjrowth (potential housingdemand)
is notanexactne.Populationscanhousethemselvesn aninfinite variety of ways (bygrouping
into aneverchangingmixture of smallandlarge households)The projectiongdescribedelow
wereproducedy applyingthreedifferentassumptionaboutthehousehol%ormlng behaviour

e e B A SR ElR B e oA Srojectsthefuture

behaV|ouofpart|cuIargeneratlon$cohorts)based)n theactualchangegxhibitedoy previous
generationgsistheyaged.Forinstancechangen the propensityto headhousehold®f the

cohortaged35-39would beprojectedthroughexaminingtransitions
experiencedy oldergroupsasthey movedfrom age35-3%o 40-44

Potentialdemandscenariosveredevelopedusingcohorttrendsfor

threedifferentperiods:1981-86,1986-91,and 1981-91.The 1981-86 Assumption In Assumption In
periodresembledheexperiencef recentyearsin thatit encompassea IAddied Later Years
recessiomndsubsequetteginningsof recovery Giventhe similarities

betweerthesetwo periods,the 1981-86 trendwasusedinall three 2 1981t'r§ﬁd°°h°” 1981;?(31”30“0”
scenarioso projecthouseholdgrowthin 1991-96. The scenariodifferin 3 1981-86 cohort 1986-91 cohort
theassumptionsisedfor lateryearsAt oneextremethe 1981-86 trendwas trend trend

maintainedhroughoutheprojectionperiod; atthe other,the morepositive

1986-91 trendwasappliedin 1996-2016 A middlegroundwasobtainedy usingthe
longer-terml981-91 trendin lateryears.

Potential Housing Demand, Canada, 1991-2016
Average Annual Household Growth by Period

00 Average Annual Growth (Thousands)

All scenariopointto arisein householdormationin 1996-21001anda

gradualdeclinein lateryearsasaresultof the slowingpopulationgrowth //'\.\\ +Sacanaro2

Scenario 1

describedabove. Annualhouseholdyrowthin 1991-96is projectedo

Scenario 3

averagearound164,0100,alow levelconsistenwith currenthousing
marketactivity. Dependingon the scenariothislevel risesto anywhere

from 170,00Q0 185,0100in the 1996-2001period.The recession-based "T9s1-96 199601 200106 200611 2011-16

1981-86trend(scenariol) producesamuchmoremoderateshort-term , Period
. . . Source: CMHC Projections
increaseandmarkedlylower potentialhousingdemandn generakhan

themorerecent1986-91 trend(scenaric).

Average Annual Potential Housing Demand

1991-96 1996-01 2001-06 2006-11 2011-16

2 164,300 177,200 175,400 172,700 167,800
3 164,300 184.700 181.100 178,600 174,400

5Technically,theseassumptionsaketheform of projectecheadshipates(theratioof householtieadso
populatiorin eachagegroup),whicharemultipliedby theprojectedage-groupopulationsto produce
householgbrojections.
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OtherFindings

The preliminaryprojectionsareconsistentn many
respectwith thefindingsof earlierresearchThe
followingresultsareevidentn all three
preliminaryscenarios.
 Averagehouseholgizewill continueto shrink
butnot asrapidly asin the past.
» The numberof non-family householdgpeople
living aloneor with otherunrelatedndividuals)
will increasdasterthanthe numbeiof family
householdsThus, householadompositionwill
continueo shift in favourof non-traditional
householdypes.
The changein the numbeiof household$y age
group(ageof thehouseholchead)will be
closelylinkedto themovementf thebaby
boomerdrom groupto groupastheyage.The
arrival of thefirstbabyboomersn anagegroup
will boostthenumbelof householdsieadedy
thatgroup.Accordingly,householdrowthby
agegroupwill peakatage45-54in 1991-21001,
ageb5-64in2001-2011andage65-74in
2011-16.

Conclusions

The projectionglescribedaboveshow

considerablgariationin projectechousehold

| growth after 1996.Resultsllustratehow growth
wouldvary givendifferentassumptionsboutthe

| behaviouof Canadians the wakeoftherecent
recessionSincetheyareall basedon the same
populationscenarioprojectionslo notexamine
theimpactof differentratesof populationgrowth.
Had severalpopulationscenariobeen
investigatedthe rangeof projectediemandwould

| haveexpandedaccordingly.

| Work to producefinal potentialhousing
demandorojectionswill beginlatein 1994.Unlike

| thepreliminaryprojectionsfinal projectionswill
includeprovincialdetailaswell asanational
summaryProjectechouseholdyrowth for Canada

| will bethesum ofprojectedyrowth in each
province.Theresearchvill alsoincludedetailson

‘ householdcomposition tenurechoicesand

dwelling typechoices Given themore
comprehensivanalysisandgeographidetail, it is
quitelikely thatfinal projectionsfor Canadawill

| differ from the preliminaryresultsdescribedabove.

Thisissueof ResearclandDevelopment
Highlights hasbeenproduceds aresultof work
carriedoutby theResearctivision of Canada
Mortgageand HousingCorporation(CMHC). Any
guestionsabouthe contentof this highlight may
bedirectedio RogelLewis,Researcheklousing
Requirementsat(613)748-2797.

CMIIC carriesout andfinancesabroad
rangeof researclon the social,economicand
technicabspect®f housing.This CMIIC
ResearchndDevelopmenHighlightis oneof a
seriesintendedo informyou briefly of the nature
andscopeof theseactivities.

Formoreinformationon CMHC housingresearch,
contact

The Canadian Housing InformationCentre
Canadavortgageand Housing Corporation
Building CI-200,

700 MontrealRoad

Ottawa, Ontario

K1AOP7

(613) 748-2367

Earlier Research & Development Highlights

Issue 1 Mobility Characteristics of Canadian
Households

Issue 2 Condition of Canada’s Housing Stock

Issue 3  Accessory Apartments: Characteristics,
Issues and Opportunities

Issue 4 The Value of Canada’s Homeownership
Housing Stock

Issue 5 Canadians and Their Housing: Income,
Tenure and Expenditure Shifts

Issue 6 Potential Housing Demand Projections

Issue 7 A Cormarison of Housing Needs Measures
Used in Canada, the United States and
England

Issue 8 Concentration of Wealth Through
Ownership

Issue 9 A Socio-Demographic Profile of Canadians
Experiencing Health or Activity Limitations

Issue 10 Developing Quality of Life Indicators for
Canadian Municipalities

Issue 11 Canadian Housing Need, 1991

Issue 12 Families, Children, and Housing Need in
Canada, 1991

Issue 13 The Housing Choices of Immigrants, 1986

Issue 14 Changing Canadian Households, 1971 -91

Issue 15 Sustainable Residential Developments:
Planning, Design and Construction
Principles (Greening the “Grow Home”)

Issue 16 Low Income, Labour Force Participation

and Women in Housing Need, 1991

The corporation assumes no liability for any damage, injury orexponse that may happen as a result of this publication.

PAGE 4

Research and DevelopmentHighlights November 1994



