
The Charlottetown housing market is
expected to remain strong in historical terms
through the end of 2007, supported by in-
migration and employment growth.The trend
of positive net-migration has been one of the
main factors helping to drive the impressive
housing market conditions the Capital Region
has experienced over the past five years.
During this time, the province as a whole has
received about 1,600 new residents. However,
when the data is examined in greater detail, it
shows that Queen's County has received over
1,700 people, while the other two counties
have posted marginal decreases.The data also
shows that Queen's county is attracting
people in all age cohorts except the 18-24
grouping.This shows that the region is
receiving people that are typically active in the

housing market. As such, the inflow of people
to the area has been one of the main factors
leading to the growth in the city's housing
market. Employment is another major factor
influencing both migration trends and the local
housing market. Positive employment
opportunities during the past five years has
enticed many from other parts of the province
to move to the capital region and has helped
to bolster strong consumer sentiment. Both of
these factors have been instrumental in
stimulating the local housing market.
Employment in Charlottetown this year is
expected to surpass the record level set last
year, with more than 31,000 people employed.
All of the employment growth through the
first quarter of 2006 can be attributed to the
addition of over 1,500 full-time jobs in the city
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as compared to the same period last year. Part-time employment on the
other hand has posted a moderate decline this year, dropping 7.7 per
cent from last year's level.These factors are a sign that diversification in
the region continues, which should help to reinforce the housing market
in coming years. Interest rates, another key aspect of the housing market,

have remained low over the past few years. Although rates have been
edging up, with further rate hikes anticipated over the forecast period,
the overall increase is not expected to be sufficient to dissuade potential
homebuyers.
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Vacancy Rate to Increase in 2006

The vacancy rate in the Charlottetown CA has been climbing steadily

since dropping to a low of 1.8 per cent in 2001. In October 2005

CMHC's Rental Market Survey recorded a vacancy rate of 4.4 per cent,

an increase of 1.3 per cent, and the highest on record since 1998. Strong

demand and low interest rates lead to a surge in multiple starts during the

2002-2004 period. However, the low mortgage rates that were attractive

to developers also benefited potential homebuyers and many households

made the switch from rental to homeownership.These two items

combined lead to the increased vacancy rate that the Capital region has

been experiencing over the past four years. Due to the higher vacancy

and mortgage rates multiple starts are expected to return to more typical

levels in both 2006 and 2007. Expect multiple starts to drop to

approximately 150 units in 2006, with an additional drop to 125 units in

2007. Furthermore, the rising costs of homeownership will reduce the

number of households making the switch from rental to homeownership,

and as a result expect the vacancy rates to start declining in 2007.

Also contributing to a reduced vacancy rate in 2006 will be the nature of

the multiple units being constructed in the Charlottetown area. In recent

years, multiple starts have shifted away from the traditional apartment

style unit, with a sizeable increase in the number of row and semi-

detached units. Moreover, the tenure of multiple units has also changed

significantly. From 1995-2000, the number of multiple units that were built

for homeownership was insignificant. After gradual increases starting in

2001, the number of multiples built for homeownership in 2005 was

almost double the number of rental units. For 2006, this trend is expected

to continue with sustained strength in demand for semi-detached units for

homeownership. Overall, expect a moderate decline in multiple starts in

2006, mostly due to a decline in apartment style units. Consequently, the

vacancy rate in Charlottetown is expected to rise slightly in 2006 to 4.5

per cent, before dropping to 4.6 per cent in 2007.

Average Rents to Increase in 2006

The average two-bedroom rent in Charlottetown increased from $611

in 2004 to $618 in 2005, an increase of 1.1 per cent, which was below

the 2.0 per cent increase allowed by IRAC last year.This was not

unexpected as landlords are facing increased competition from new

rental units and the homeownership market. As such many landlords

chose not to increase rents in 2005 in an effort to keep existing

tenants. However, due to the rising costs associated with operating a

rental property the rent increase allowed for 2006 is more substantial

at 7.5 and 3 per cent for heated and unheated units respectively. As a

result expect average rents to increase at the sizable rate of 5 per cent

in 2006.



Costs and Type of Homes to Push New
Home Prices up in 2006

It is expected that Charlottetown will continue to see larger, more

elaborate and more expensive homes built over the forecast period,

driving up the average new home price for the area.The expected rise in

new home prices will also be a result of the increased costs associated

with labour, land and materials, which is measured by the New House

Price Index (NHPI).The NHPI in the Charlottetown area in 2006 and

2007 is forecast to be 3.5 per cent and 3 per cent respectively.This

means that it will cost 3.5 per cent more to build the exact same house

this year than in 2005. Expect the average new home price to reach

$190,000 and $195,000 in 2006 and 2007 respectively.

CMHC’s Single Family Home Benchmark
Appraisals Gauging Real Price Growth
in Charlottetown

When calculating the actual increase in house prices, using the
average sales price from the MLS® system can be misleading.
For example, if few more expensive homes are sold in a given
period, the average sales price can be artificially raised.The
value of all homes in the entire area may not have increased. In
an effort to provide the most comprehensive housing data
available, CMHC now conducts a Benchmark Appraisal on a
semi-annual basis in both Charlottetown and Summerside.The
goal of this exercise is to determine the actual increase in
home prices over time.

The result of this benchmark, which is now in its fourth year, has shown that price growth is occurring in the Charlottetown area.
While the average MLS® sales price of homes in the area is expected to increase by 2.9 per cent in 2005, the real appreciation of
homes between December 2005 and December 2005 was slightly more at 4.5 per cent and 6.4 per cent for a 2-storey and
bungalow respectively.
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MLS® Sales Activity to Remain Stable

The number of residential MLS® transactions in the Charlottetown area

has been in the range of 480 to 535 units per year since 1998, and no

major change is expected over the forecast period. Sustained employ-

ment growth, increased new listings and the rising cost of new homes will

keep MLS® sales at this level over the next two years.The price gap

between new and existing homes continues to widen as the price growth

for new homes continues to be fuelled by mounting land, labour and

material costs.The eventual outcome of this is that potential home buyers

will opt for an existing home due to the difference in price. New listings

have also been on the rise due to current homeowners selling their

properties to realize the profits from the recent appreciation of  their

homes, and with this move up to something larger or more elaborate.

With more new listings, expect MLS® sale price growth to moderate

with an increase of 2 per cent over both of the next two years.
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CMHC – Home to Canadians

Canada Mortgage and Housing Corporation (CMHC) has been Canada’s national housing agency for over 60 years.

Together with other housing stakeholders, we help ensure that Canada maintains one of the best housing systems in the
world. We are committed to helping Canadians access a wide choice of quality, affordable homes, while making vibrant, healthy
communities and cities a reality across the country.

For more information, visit our website at www.cmhc.ca

You can also reach us by phone at 1 800 668-2642 or by fax at 1 800 245-9274.

Outside Canada call (613) 748-2003 or fax to (613) 748-2016.

Canada Mortgage and Housing Corporation supports the Government of Canada policy on access to information for people
with disabilities. If you wish to obtain this publication in alternative formats, call 1 800 668-2642.

The Market Analysis Centre’s (MAC) electronic suite of national standardized products is now available for free on CMHC’s
website. You can now view, print, download or subscribe to future editions and get market information e-mailed automatically
to you the same day it is released. It’s quick and convenient! Go to www.cmhc.ca/housingmarketinformation

For more information on MAC and the wealth of housing market information available to you, visit us today
at www.cmhc.ca/housingmarketinformation

To subscribe to priced, printed editions of the national standardized product suite or regional specialty publications,
call 1 800 668-2642.

©2006 Canada Mortgage and Housing Corporation. All rights reserved. CMHC grants reasonable rights of use of this publica-
tion’s content solely for personal, corporate or public policy research, and educational purposes. This permission consists of
the right to use the content for general reference purposes in written analyses and in the reporting of results, conclusions,
and forecasts including the citation of limited amounts of supporting data extracted from this publication. Reasonable and
limited rights of use are also permitted in commercial publications subject to the above criteria, and CMHC’s right to request
that such use be discontinued for any reason.

Any use of the publication’s content must include the source of the information, including statistical data, acknowledged as follows:

Source: CMHC (or “Adapted from CMHC,” if appropriate), name of product, year and date of publication issue.

Other than as outlined above, the content of the publication cannot be reproduced or transmitted to any person or, if acquired
by an organization, to users outside the organization. Placing the publication, in whole or part, on a website accessible to the
public or on any website accessible to persons not directly employed by the organization is not permitted.  To use the content
of any CMHC Market Analysis publication for any purpose other than the general reference purposes set out above or to
request permission to reproduce large portions of, or entire CMHC Market Analysis publications, please contact: the
Canadian Housing Information Centre (CHIC) at chic@cmhc.gc.ca; (613) 748-2367 or 1 800 668-2642

For permission, please provide CHIC with the following information:
Publication’s name, year and date of issue.

Without limiting the generality of the foregoing, no portion of the content may be translated from English or French into any
other language without the prior written permission of Canada Mortgage and Housing Corporation.

The information, analyses and opinions contained in this publication are based on various sources believed to be reliable, but
their accuracy cannot be guaranteed. The information, analyses and opinions shall not be taken as representations for which
Canada Mortgage and Housing Corporation or any of its employees shall incur responsibility.

http://www.cmhc.ca
http://www.cmhc.ca/housingmarketinformation
http://www.cmhc.ca/housingmarketinformation
mailto: chic@cmhc.gc.ca


CANADIAN WOOD-FRAME

This national best-selling guide to constructing a wood-frame house is the ideal learning tool and job-site
manual. The new edition of Canadian Wood-Frame House Construction has been updated to reflect the
residential requirements of the 2005 National Building Code of Canada.  In addition, many changes have been
made to bring the book in line with current building science research, construction methods and construction
materials.  Order noOrder noOrder noOrder noOrder now at w at w at w at w at wwwwwwwwwwwwwww.cmhc.cmhc.cmhc.cmhc.cmhc.ca.ca.ca.ca.ca or call 1 800 668-2642

subscribe now!
Access CMHC’s Market Analysis Centre publications
quickly and conveniently on the Order Desk at
www.cmhc.ca/housingmarketinformation.
View, print, download or subscribe to get market information
e-mailed to you on the day it is released.

New ! CMHC’s electronic suite of national standardized
products is now available for free.

https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en
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