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Economic Overview : Slightly Less Uncertainty

The last issue of Housing Market
Outlook – Saguenay (Fall-Winter
2005) indicated some uncertainty
about the economic situation in the
Saguenay census metropolitan area
(CMA) and mentioned two major
challenges facing the economic play-
ers in the area over the coming years.
These challenges (economic diver-
sification and demographic decline)
are still at the forefront, but the pic-
ture has changed somewhat since
last fall.

On April 27, 2006, the Canadian gov-
ernment reached an agreement with
the U.S. government concerning the
settlement of the softwood lumber
dispute that will have lasted five
years. While the agreement gave rise
to both positive and negative com-
ments, the fact remains that the un-
certainty hanging over the forest in-
dustry was partially dissipated and
that the next seven years can be ap-
proached within a defined frame-
work. However, this agreement will
not cure all the ills of the forest in-
dustry, and a restructuring of its vari-
ous sectors should flow naturally

from the recommendations set out
in the Coulombe report1 and the
pressure coming from emerging
countries. Paper pulp produced from
eucalyptus resin, coming from South
American countries, is one example
of this new competition. In sum,
even with this agreement, the forest
industry is still changing, and the
spectre of job losses related to the
restructuring of the different sectors
of the industry is not disappearing.

Economic diversification in the area
remains a major challenge, if the re-
gional economy is to become less
dependent on the wood and
aluminum industries. Diversification
is also a way of addressing the de-
mographic decline through the crea-
tion of skilled jobs that will attract
and incite young people having pur-
sued graduate studies outside the
area, to come back. In this regard, an
amount of $375,000 has recently
been invested by the provincial gov-
ernment to attract migrants to the
area and facilitate their integration.
In short, maintaining current trends
(negative net migration, concentra-

1 The Coulombe report, named after the commission chair, results from the work of a commission for the
scientific, technical, public and independent study of public forest management in Quebec.
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tion of jobs in the aluminum and
wood sector, etc.) could have ad-
verse effects on the housing market
over the coming years.

Finally, given the labour market out-
look for 2006 and 2007, it is ex-
pected that the employment level
will rise by about 0.5 per cent annu-
ally in the Saguenay CMA. Job crea-
tion for the Hydro-Québec
Péribonka project has reached a
peak, and the construction of the
four-lane Highway 175 will not sig-
nificantly increase the number of
jobs in the area. Consequently,
small- and mid-size businesses, pri-
marily in the service sector, will be
providing the majority of the new
jobs.

Mortgage Rates to Remain
Favourable

Mortgage rates will continue the ris-
ing trend that began a few quarters
ago already. Despite this upward
movement, the rates will stay rela-
tively low, and the anticipated in-
creases will be moderate. In fact,
tempered inflation and the strength
of the Canadian dollar against the
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U.S. currency will limit the extent and
pace of the increase in mortgage
rates.

From now until the end of 2006,
rates will rise gradually, gaining 50
to 75 basis points. The posted one-
year and five-year mortgage rates
will range from 5.75 per cent to
6.75 per cent and from 6.25 per cent
to 7.25 per cent, respectively. The
increase will be smaller in 2007, as
mortgage rates should go up by no
more than 25 basis points compared
to their 2006 annual averages.

Resale Market to Continue
Going Full Tilt

In the Saguenay area2, annual sales
through the Service inter-agences /
Multiple Listing Service (S.I.A. /
MLS)® have not stopped rising since
the beginning of this millennium.
Transactions went from 848 units in
2000 to 1,244 units in 2005, with
each year’s level beating the record
from the previous year. This increase
in sales took place as the supply of
existing homes was steadily declin-
ing, with active listings reaching 393
units at the end of 2005, compared

to 668 at the end of the year 2000.
These opposing trends are some-
what surprising since, generally,
when the number of properties for
sale decreases, there should be a
reduction in the number of transac-
tions, on the assumption that buy-
ers have more difficulty in finding a
property that meets their needs. This
assumption does not currently seem
to hold in the area.

In the Saguenay CMA, the low mort-
gage rates are the main factor that
has been supporting the resale mar-
ket in recent years and that contin-
ues to do so, but the dynamic condi-
tions on the labour market in 2003
and 2004 should not be overlooked.
The labour market performance
deteriorated in 2005 but, since it
normally takes 12 to 18 months for
a change on the labour to affect the
housing market, the deterioration
observed in 2005 should rather be
felt starting in the middle of 2006.
As well, the new rise in mortgage
rates, which began toward the end
of 2004 for short-term rates and
extended to long-term rates at the
end of 2005, is, and will be, too mar-
ginal to have a negative impact on
the decision of households to pur-
chase a property or not. In addition,
household formation among first-
time home buyers (aged from 25 to
34 years) should grow more rapidly
in 2006 and 2007, which could
strengthen demand on the resale
market. As a result, at the end of
2006, transactions should be close
to the record set in 2005, with 1,200
sales (-4 per cent). In 2007, the above-
mentioned factors will still be fa-
vourable, with the exception of the
delayed effect of the job losses reg-
istered in 2005, and 1,150 transac-
tions should be recorded in the
Saguenay area, for a decrease of
4 per cent in relation to 2006.

2 For the resale market, the Saguenay area includes the Saguenay CMA, along with the municipalities of
Saint-Ambroise, Saint-David-de-Falardeau, Valin, Sainte-Rose-du-Nord and Saint-Charles.
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The high sales volumes observed in
recent years, combined with the lim-
ited supply, directly affected the
price of homes for sale, which rose
by 9 per cent between 2004 and
2005. At the end of 2005, the seller-
to-buyer ratio, which indicates the
power relationship between sellers
and buyers, reached 3.8 to 1, its low-
est level since 2000 (9.5 to 1). This
means that sellers have the advan-
tage during negotiations and that the
price of existing homes can be ex-
pected to keep rising at a faster rate
than inflation. The resale market is
considered balanced when the
seller-to-buyer ratio stands between
8 and 10 to 1. A ratio below 8 to 1
signifies a seller’s market, while a
ratio above 10 to 1 indicates a buy-
er’s market. In this context, and since
there is no other indication that the
number of properties for sale will
rise considerably over the coming
quarters, the average price of single-
family homes should reach
$117,000 at the end of 2006 in the
Saguenay area, for an increase of 7
per cent over 2005 ($109,419). For
2007, the market should remain tight
and continue to favour sellers, al-
though the anticipated decrease in
transactions could slightly slow the
growth in home prices. The average
selling price of single-family homes
should therefore rise by 5 per cent
to $123,000 in 2007.

Residential Construction :
Strength Attributable to Rental
Housing

In the Saguenay CMA, starts have
registered ups and downs since the
beginning of this millennium, as they
have varied from a low of 296 units
in 2000 to a high of 596 units in
2002. The year 2005, for its part,
ended with a total of 464 starts, or
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34 per cent more than in 2004. It was
a rather active year for the area, de-
spite the climate of uncertainty that
hung over the economy, mainly on
account of the softwood lumber dis-
pute and the potential repercussions
of one of the recommendations
from the Coulombe report for a 20%
reduction in stumpage fees for cer-
tain types of trees. The low borrow-
ing costs and the creation of a few
thousand jobs in 2003-2004 no
doubt contributed to the strong
housing activity in 2005, not to men-
tion that a good number of baby
boomers whose children have left
home or who are getting closer to
retirement are selling their homes
to have new ones built to better
meet their needs.

For 2006, factors such as the low
mortgage rates, household forma-
tion and the limited supply on the
resale market will continue to have
a positive impact on residential con-
struction. However, the slowdown
on the labour market observed in
2005 and the migration losses will
negatively affect demand during the
course of the year, which is why we
are expecting a slight decrease in

activity in 2006. In fact, 440 new
dwellings should be started in 2006,
down by 5 per cent in relation to
2005. In 2007, all these factors, ex-
cept for the limited supply on the
resale market, should be less and less
favourable to the demand. We there-
fore anticipate that construction will
get under way on 365 new units in
2007 (-17 per cent).

For freehold dwellings3, the trend
has been rather linear for the past
few years. Since the year 2000,
around 275 houses of this type have
been built annually in the Saguenay
CMA. In 2005, activity was slightly
more vigorous, as 315 freehold
homes were started, for a gain of 12
per cent over 2004 (282 units). The
low mortgage rates, the limited sup-
ply on the resale market and the
desire of baby boomers to have a
property that better meets their
needs were the main factors that
stimulated activity in this market
segment. As mentioned earlier, sev-
eral factors will continue to have a
positive impact on the demand for
new housing during 2006, and this
also holds true for the freehold
home segment. However, the job

3 Refers to single-family houses (detached, semi-detached and row homes) owned under freehold tenure and owner-occupied duplexes.
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losses observed in 2005 will darken
the outlook and add to the negative
impact of the net migration level.
Consequently, it is expected that
construction will begin on 285 free-
hold homes in 2006, for a decrease
of 10 per cent in relation to 2005.
For 2007, since most of the factors
will be less favourable, starts are
expected to decline by about 5 per
cent to 270 units.

In the rental housing segment,
the trend that has emerged in
recent years is very different and,
contrary to the freehold home
market ,  th is  segment shows
great volatility. Since the year
2000, starts of this type have var-
ied from a low of 58 units in 2004
to a high of 308 units in 2002.
This market segment is divided
into two submarkets: the tradi-
tional market and the retirement
home market. Since 2000, the
l a t ter  ( re t i rement  home
submarket) has accounted for
the majority of the starts in the
Saguenay CMA, which explains
the variability of the rental hous-
ing segment.

In 2005, 144 apartment starts
were  enumerated  in  the
Saguenay CMA, for an increase of
148 per cent over 2004. It was
the construction of a 60-apart-
ment project for seniors that in-
flated the total number of starts
of this type of housing. In 2006,
another dynamic year is antici-
pated for rental housing con-
struction and, this time, retire-
ment homes will not be at the
forefront. Instead, social housing
construction will stimulate ac-
tivity on the rental market dur-
ing the year, thanks to various
government programs. In all, it is

expected that construction will
get under way on 150 apartments
in 2006 (+4 per cent), and 90 in
2007 ( -40  per  cent ) . The
slowdown anticipated for 2007
will be directly attributable to
the fact that several social hous-
ing  pro jec ts  w i l l  have  been
started in 2006 and that this will
not be repeated in 2007.

Rental Market: Unit Surplus
to Stay Up

For the past several years, the
Saguenay CMA has been con-
tending with a surplus of rental
housing units, as evidenced by
the historical vacancy rate trend
in the area. In fact, since 1988,
the vacancy rate has never fallen
below the 4-per-cent mark, and
the average rate for the last 18
years is 5.3 per cent. This is well
above the theoretical balanced
rate, which is around 3 per cent
in Quebec, and is the reason why
it can be said that there is a sur-
plus of rental housing units in
the Saguenay CMA. At the time
of the October 2005 survey, the

vacancy rate had gone down to
4.5 per cent, for its first decrease
since the year 2000. This drop in
the vacancy rate had been due to
an increase (+2 per cent) in stu-
dent enrolment at the Université
du Québec à Chicoutimi in the
fall of 2005, the offer of a new
technical course in the borough
of La Baie and the stabilization
of the supply of retirement hous-
ing despite a growing demand at-
tributable to the aging of the
population.

The situation should not have
changed drastically by the time
of the next survey in October
2006, but a slight increase in the
vacancy rate is still anticipated,
mainly on account of the arrival
of 60 units in the borough of
Jonquière in the spring of 2006
and the quasi-stagnation of em-
ployment in the area. The va-
cancy rate should therefore
reach 5.0 per cent in October
2006. For 2007, demand dynam-
ics should stay relatively similar,
and a vacancy rate of 4.9 per cent
is expected.
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Forecast Summary

 

2004 2005 2006f 2005/2006 2007f 2006/2007

RESALE MA RKET  1

MLS Sales® 1,077 1 ,244 1 ,200 -4  % 1 ,150 -4 %
Average M LS price $ ® 100,371 109 ,419 117 ,000 7 % 123 ,000 5 %

N EW  H OME MA RKET

Starts
Total 347 464 440 -5  % 365 -17  %
Freehold 282 315 285 -10  % 270 -5 %
Condom in ium s 7 5 5 0 % 5 0 %
Rental housing un its 58 144 150 4 % 90 -40  %

Average price ($)
Detached houses 145,208 149 ,894 151 ,000 1 % 153 ,000 1 %
Sem i-detached houses 97,130 108 ,529 111 ,000 2 % 111 ,000 0 %

REN TA L MA RKET (%)

Vacancy Rate (october) 5 .3 4 .5 5 .0 -- 4 .9 --
Average rent  (2 -bedroom ) 459 472 483 2 % 493 2 %

EC ON OMIC OVERVIEW

Mortgage rate 1-year (% ) 4 .59 5 .06 6 .27 -- 6 .41 --
Mortgage rate 5-year (% ) 6 .23 5 .99 6 .78 -- 6 .93 --
Annual em ploym ent level 71,775 68 ,275 68 ,625 -- 69 ,000 --
Unem ploym ent rate (% ) 10 .9 10 .9 9 .5 -- 9 .6 --

f  : CM HC forecasts
Sources: CM HC, SLSJREB and Statis tics Canada

Saguenay M etropolitan Area
Spring-Summer 2006

1  : The publication of M LS data is made poss ible  thanks to the cooperation of the Quebec Federation of Real Estate Boards and the Saguenay-
Lac St-Jean Real estate  Board. Data could dif fere  from  those published previously.

HOWSING NOW

Provides a timely look at housing construction starts, completions and absorptions on a monthly basis. Broken
down geographically, it includes average and median price data.

Order your FREE copy now.

Visit our Web Site at  www.cmhc.ca or call
1-800-668-2642
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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 use 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.
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