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Introduction

To date, the number of housing units built in Canada in the 1990s stands in marked contrast to the vigorous activigy of the lat
1980s. From a peak of nearly 246,0100 in 1987, housing starts fell to 111,000,ith&#96%est output since 1960, and
averaged 149,0100 per year from 1991 thral@®b.

Is the recent steep decline in residential construction indicative
Housing Starts, Canada, 1886-1985 of the long-run outlook for housing? While annual variation in
housing demand is largely the product of factors related to business
cycles and the genera! state of the economy, demand in the long-run
can ultimately be traced to changes in the size, age structure, and
overall tendency of the population to form households. Household
growth — the major source of housing demand —occurs as the

i ] I Population grows and ages, and as social and economic forces alter
f preferences for different living arrangemehts.
sz o 1 This Research and Development Highlight provides an
e mrer E } Il overview of some findings from a forthcoming CMHC report on
N household growth projections for Canada and the provinces in the

period 1991-2016These projections illustrate how household
growth would vary given different assumptions about where and how
Canadians choose to house themselves over the next twenty years.

1 Although household growth (the net increase in the number of households) is typically the major determinant of the réquimement
dwelling units, other factors — such as the need to replace units lost from the housing stock, to adjust for additioeateditsthin the
existing stock, antb allow for a normal number of vacant units — also influence the number of new units required.

2 Projections refer so the middle of the year. thus, the projection period extends from July tb, 18811, 2016. References so particular
periods, such as 1996-2001. are understood to mean from the middle of the first year to the middle of the last.

Cette publication est aussi disponible en fran9ais sous le titre Perspectives long terme du log em ent :augmentatiori des ménages,
1991-2016.




Scenarios

Householdyrowth projectionsveredevelopedrom custonpopulationprojectionsspecified
by CMFIC andproducedby StatisticsCanadaThe principalassumptionsinderlyingthese
populationprojectionsverethefollowing:

e acontinuatiorof currentfertility levels(1.7 birthsperwoman);

e amediumincreasdn life expectancy;

= acontinuationof currenimmigrationlevels(205,00(eryear).

Populationprojectionsveretransformednto householdyrowth projectionsby applying
differentassumptionsbouttherateatwhich Canadiangorm householdsAssumptionsvere
basedonhistoricaltrendduringdifferentperiods. The high scenaricassumesastronger
overallhouseholdormationtrend,particularlyamonggenerationsurrentlyundertheage of
forty, thanthelow andmediumscenarioswhicharefoundedon weaketistoricaktrends.To
date,householdormationby thoseunderforty haslaggedbehindthe levelsachievedyy
precedinggenerations.

All scenariopointto atendencyfor householdyrowthto declinein Canadaverthelong-mn.
Annualhouseholdyrowthin 1991-1996s projectedoaverageabout147,000,alevel
Both the consistentvith therecenpaceofresidentialconstniction Accordingto thelow scenario this
level will thendeclinegradually overthe nexttwenty yearsln contrastboththemediumand

highscenarioshowhouseholdjrowthrising in 1996-2001beforedroppingin lateryears.

medium and Growthunderthemediumscenariavill raisethetotalnumbeiof households Canaddrom

approximatelyl0.3millionin 1991 to 14.1 million in 2016.

high scenarios

Average Annual Household Growth, Canada

show Scenario | 19911996 20112016
Low 147.300 140.800 141.700 139,200 134,300

household Medium 147,300 160,800 157.800 154,600 148,800
High 147,300 175,500 168,500 163,700 157,200

growth rising

in 1996-2001

before

dropping

in later years.
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The majorfactorunderlyingthe downwardtrendin Household Growth Projections, Canada,

householgyrowthin thelong-runis decliningpopulation 1991-2016

growth,largelythe productof anagingpopulation.The

averageannualrateof populationgrowthis expectedo drop Average Annual Growth (Thousands)

fromjustunder1.3 percentn 1991-1996€0 0.8percentn 180 ]—“—‘—_:i:J
2011-2016Theagingof thepopulationmeanghatthe P E— ;,4><‘\

majority of thelargebabyboomgroupeitheralreadyhaveor ' /

shortlywill haveformedindependenhouseholds. 160 % N

150 Jzé‘a’—————————;\x-
e Medium

130
1991-1996 1996-2001 2001-2006 2006-2011 2011-2016

OtherFindings

Thefollowing resultsaareevidentin all scenarios.
 Householdsvill continuao shrinkin size but not
asrapidly asin thepast.Between1961and1991,

Projected Population Growth, Canada, 1991-2016

the sizeof theaverageCanadiarhouseholddropped Average Annual Growth
from 4 to 2.7 personsAccordingto CMHC's T
projectionsaveragdouseholdsizewill rangefrom 1.2% %\
2.5t0 2.6in 2016. 1% '

e Thenumbemwfnon-family householdé§people 1
living aloneorwith otherunrelatedndividuals) 09%
will grow morerapidly thanthe numberof family 0.8%
householdsThecompositionof householdawill 07%

thereforecontinueto shiftin thedirectionof 19911996 1996-2001 20012006 2006:2011  2011-2016
non-traditionahouseholdypes. Soures Statstcs Canada Custom Populaton Progctions

e Agingof thebabyboom,combinedvith the
difficult labourmarketfacingyoungCanadians,
will dampenhouseholdyrowth amongthoseunderthe ageof 45. From 1991to
2011,thenumberof householdfieadedby thisgroupwill actuallydecline Positive
householdyrowthwill not returnto thisagegroupuntil theperiod 2011-2016.

« Theownershigateforall householdsvill rise,butatadiminishingpacepefore
levellingoff aftertheturn of thecentury.The patternis indicativeof theagingof the
population,aswellasthe above-notegrowthin non-familyhouseholdsNon-family
householdaremorelikely to rentthanfamily households.

Households

will continue
Conclusions

to shrink in

Theprojectiongdescribedaboveshowconsiderablydifferentpossibilitiesor householdyrowth
after 1996.Accordingto thelow projection,growthwill declinemoderatelyfrom current
sluggishlevels but nonetheleswiill exceedhedepressedolumeof housingstartsin 1995by size, but not
ahealthymargin.In contrastmediumandhighprojectiondndicatepotentialfor areboundin

householdormationin 1996-2001followedby resumptiorof agradualdeclineoverthe _
long-run. Scenariofllustratehow growth would vary underdifferentassumptionabouthow as rapldly as
Canadiansvill housethemselve#n comingyearsProjectionsdo notreflectthe cyclical effects
of economidactorsbutratherasetof long-termandargely demographiassumptions.

in the past.
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CMHC Report

ThisResearctandDevelopmenHighlightpresents

selectedesultfrom TheLong-TernmHousing
Outlook:Householdsrowthin Canadaandthe
Provinces,1991-2016.aforthcomingCMHC
report. Projectionsveredevelopedorindividual
provincesandsubsequentlaggregatedo produce
Canada-wideotals.Foreachprovince,six
alternativeprojectionsweregeneratedl hesix
resultedrom combiningtwointerprovincial
migrationscenarios onefavouringthewestern
provincesandthe secondhecentraprovinces-
with threealternativehouseholdormation
assumptionsT he latterassumptionsncorporate
resultsof researcton theimpactof labourmarket
conditionson the rateof householdormation
amongyoungadults.

PROJECTION ASSUMPTIONS - PROVINCIAL
SCENARIOS

| Household Formation

Interprovincial Migration

Trend
Western Low
Western Medium
Western High
Central Low
Central Medium
Central High

The reportcontainsacompleteaccounf
provincialandnationalprojectionsandof the
assumptionsisedto producethem.lt discusses
populationtrendshouseholdyrowth scenarios,
householccomposition,andtenureanddwelling
typechoices Canadiartustomerganorderthe
reportby calling 1-800-668-2642Customerdrom
outsideCanadaancall 1-613-748-21003.

Theprojectionssummarizeth thisissue of
ResearclandDevelopmenHighlightswere
producedy theSocialandEconomidPolicy and
Researciivision of Canaddvortgageand
HousingCorporation(CMHC) in consultatiorwith
MarketAnalysisCentre.Forfurtherinformation,

contactRogerewis, SocialandEconomicPolicy
andResearchat(613)748-2797.
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The Corporation assumes no liability for any damage, injury or expense that may happen as a result of this publication.
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