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Urban Areas Continued to

Show Strength

Rural Starts Fall

Short of the 2002
Level

v Housing activity on Prince Edward
Island reached 250 units during the
third quarter of 2003, a decline of
101 units when compared to 2002.
However, it is important to note that
2002 was the best third quarter in
over 25 years.

V Total single starts in the third
quarter fell to 174 units, a significant
decrease when compared to the 265
units started during the same period
last year. Total multiple starts also
decreased during this period,
dropping to 76 units from 84 in
2002. This drop in single starts was
not unexpected, when considering
the level of single rural activity the
Island experinced in the second
quarter.

V' Total housing starts in Charlottetown

remained almost unchanged in the
third quarter with 170 units when
compared to 186 during the same
period last year. This occured as a
result of continued strength of both
singles and multiple construction in
the capital region. While single starts
remained unchanged at 108 units,
multiple starts decreased by |6 units
in 2003, to 62 units.

Single starts in Summerside in the
third quarter rose to |8 units in the
third quarter, from |5 units during
the same period last year. Multiple
starts also increase during the same
period reaching 12 units.

The strength of the housing activity
on PEl in the third quarter, came
from the urban areas. Housing
construction in the region is
expected to remain strong for the
remainder of 2003.

Total Provincial Starts Rose in the Third Quarter
3rd Quarter Housing Starts 1993 - 2003
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CHARLOTTETOWN & SUMMERSIDE

Housing Market Overview

Urban Starts Show Continued Urban Starts Continue to Remain Strong
Strength in the Third Quarter Total Provindial Starts - Third Quarter
V' The strong results seen in the third quarter were mainly a 230 OUb —
result of continued strength in the urban areas. Total urban an ure 201 200
starts in the third quarter reached 200 units, which almost 200
essentially equalled the 2002 level of 201 units. Rural starts B9 19 0
however, decreased to 50 units from |50 during the same time | _ 150 7 -
last year. g
To{® - %
V' The decrease in rural starts in the third quarter was expected 67 9
when considering that starts increased by 180 per cent in the 50 55 50
second quarter when compared to the 2002 level. This level 50 1
of construction activity was not sustainable and as a result,
rural starts recorded a drop of 50 units in the third quarter. 0-

1996 1997 1998 1999 2000 2001 2002 2003

Vv On a year-to-date basis rural starts have reached 191 units
comapred to 200 units in 2002, while urban areas recorded Source: CMHC
428 units, an increase of 9 units from last year.

Charlottetown: MLS® Sales Down Slightly
in the Third Quarter

MLS® Average Sales Price Sets a 160 $1200%0
New Record in Charlottetown 20 | $140000 %
V' On an year-to-date basis MLS® sales have dropped marginally 3 3
, cat < $130000 & o
in 3 of the 4 Districts that make up the Charlottetown area. g 80 1 EI o
The only district to post a increase was District 7 (See Table 2 2 $120000 @ e
on Page 3) where sales increased to 80 units, a gain of 3 over z s
the previous year. 407 $110,000 3
Vv Despite the overall decline in sales during the first 9 months of 0 $100,000
2003, the average sales price for Charlottetown has increased. 4 5 6 7
District 7 continues to be a popular location with home buyers, MLS® District
and as a result the average sales price increased to $140,887 a I 2003 Sales I 2002 Sales
gain of by a impressive 12 per cent. The only District to post a 2003 Avg Price 2002 Avg Price
decline in average sales price was District 6, where the sales
price retreated by a modest 5 per cent from the 2002 level. Source: PEI Real Estate Board
. Island's Employment Continues to
Employment Growth Continued pTZend Up
in the First Nine Months of 2003
V' In August of 2003, employment levels in PEl rose to 76,500 a 75
new all time high. This level surpasses the previous record of 70 - Record High Employment
74,100 set in August 2002. 65 | August 2003 - 76,500 —P.
Vv On a provincial basis, the third quarter of 2003 saw the 60 -
number of people employed increase by 2.9 per cent, when 55 -
compared to the same period last year. This means that there 50 -
were about 2,133 more Islander’s working in the third quarter | 45 | ~— Employment - 12 Month
of 2003 than in 2002. 40 | | | | | | M°V':"8 A"‘erage‘ | |
V' In the third quarter, PEl show the provincial unemployment 8 8 8 B B 8§ B8 B B B B B
rate decreased to 8.0 per cent from 9.5 per cent from the ® ® @ ® ® W W vV ©V © O o
- W 1 9 v — W Bl N v — W

same period last year.

Source: Statistics Canada
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TABLE 3
STARTS BY AREA

CHARLOTTETOWN CA

Areal Apartment

Period Single Semi Row & Others Total
Third Quarter 2003 50 12 0 34 96
Third Quarter 2002 27 8 0 46 8l
Year-to-Date 2003 99 16 0 82 197
Year-to-Date 2002 69 | 4 0 105 188
Third Quarter 2003 5 4 6 0 |5
Third Quarter 2002 7 0 0 4 I
Year-to-Date 2003 15 6 6 0 27
Year-to-Date 2002 18 0 0 7 25
Third Quarter 2003 16 6 0 0 22
Third Quarter 2002 14 0 0 20 34
Year-to-Date 2003 42 14 0 29 85
Year-to-Date 2002 34 2 0 30 66

Remainder of Charlottetown CA:

Third Quarter 2003 37 0 0 0 37
Third Quarter 2002 52 0 0 8 60
Year-to-Date 2003 65 0 0 0 65
Year-to-Date 2002 92 0 0 10 102
Total - Charlottetown CA:

Third Quarter 2003 108 22 6 34 170
Third Quarter 2002 100 8 0 78 186
Year-to-Date 2003 116 20 3 56 374
Year-to-Date 2002 213 16 0 152 381

Source: CMHC

4 NEED MORE DETAILED INFORMATION? )

Market Analysis Products and Services are designed to suit your needs. CMHC is the source for
expert analysis and comprehensive data on housing. If you are in the housing industry, it
is critical that you understand the trends and factors behind Prince Edward Island’s
housing markets. There is no substitute for the thorough, concise analysis of
housing market developments that you get with CMHC'’s market data and
analysis. Contact CMHC'’s Market Analyst for Prince Edward Island:

JASON BEATON

Tel.:(506) 851-6047

Fax: (506) 851-6188

E-mail: jbeaton@cmbhc-schl.gc.ca

Web site: http://www.cmhc-schl.gc.ca j

Qur Link to the Housing Market

Housing Now is published 4 times a year for the Prince Edward Island market. Forecast Summary is included in the first and third quarter editions. Annual subscriptions
to the Housing Now for Prince Edward Island are $55.00 plus applicable taxes. This publication is also available in French. For more information, or to subscribe, contact
Sandra Slaunwhite at the Atlantic Business Centre at (902) 426-4708. Order no. 2088

Ce document est disponible en frangais. Veuillez communiquer avec Sandra Slaunwhite au Centre d'affaires de I'Atlantique au (902) 426-4708.

© 2002 Canada Mortgage and Housing Corporation. Mortgage and Housing Corporation.Without limiting publication are based on various sources believed
All rights reserved. No portion of this publication may the generality of the foregoing, no portion of this reliable, but their accuracy cannot be guaranteed.The
be reproduced, stored in a retrieval system or publication may be translated from English into any information, analyses and opinions shall not be taken
transmitted in any form or by any means, mechanical, other language without the prior written permission as representations for which Canada Mortgage and

electronic, photocopying, recording or otherwise of Canada Mortgage and Housing Corporation. The Housing Corporation or any of its employees shall
without the prior written permission of Canada information, analyses and opinions contained in this incur responsibilities.




ORECAST
SUMMARY

Charlottetown

Canada Mortgage and Housing Corporation

Multiple Starts Show

Continued Strength in 2003
g IN THIS
. . employment has come mainly from 1SS UE
Mlgratlon and Low the agriculture, public administration,
Interest Rates BUOY the transportation, storage, and 1 Migration and Low Interest Rates
. communication utilities sectors. Buoy the Housing Market
Housing Market These factors are a sign of the )
regions diversifying economy and 2 New Home Prices Expected to
A combination of low interest rates,  Will help to bolster the housing Rise in 2004
strong employment, and positive market in the coming years. 2 Vacancy Rate to Increase Slightly
migration are expected to bolster o o in 2003
the Charlottetown housing market Positive net-migration is also . .
for the remainder of 2003 and into contributing to strong demand for B Sales to Remain Strong in the
2004. housing in the capital region. Charlottetown Area
According to Statistics Canada 2001 |4 Forecast Summary
Interest rates have remained low Census, the Charlottetown CA’s .
over the past few years and are not population increased by 1,134 Graphics
expected to increase significantly people from 199 to 200 I‘- When I Both Single and Multiple Construction
over the forecast period. Although a these nymbers are examlned'm.ore to Remain Strong in 2003 & 2004
slight increase is expected, as the closely, it appears that the majority ,
capital markets begin to rebound in of these people have simply moved |2 Average New Home Price Expected to
2004, it will not be enough to to the area from rural parts of the Increase in 2004
dissuade most homebuyers. Island. This shows that PE.l is no 2 Average Rents to Increase over
exception to thg naFionaI tl.‘end of Forecast Period
Employment in the capital region is urbanization, which is creating a .
poised to set an all-time record in strong dema_nd for housing in 2 Vacancy Rate is Expected to Increase
2003, Wlth an average Of |9,877 Canad|an cities. due to Strong Multi-Unit Starts
people employed in the first three Lo 3 Average MLS® Sales Price is Expected
quarters, an increase of 330 jobs Our current forecast indicates that to Rise in Both 2003 and 2004
from the same period in 2002. 290 single-family homes will be
Overall, there was a gain in both started in both 2003 and 2004. Our
part-time and full-time employment forecast also calls for 140 and 100 MLS® is a registered certification mark of
over the first 9 months of 2003. ml:lltIPIe units over the same Per|9d; the Canadian Real Estate Association
During the past year the increase in 56'6‘%'”8 ;o?gIOStar"cts to ‘;%%4“”“5 In
an units in .
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Both Single and Multiple Construction to Remain Strong in 2003 & 2004
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RemainLowI¥n®Historical
Terms

The easing pace of economic growth

rise too in an effort to keep inflation
stable and preserve the value of the
currency.

As a result, the outlook for mortgage

MortgageRateskoRiseBut

and inflation which began in the second
quarter of 2003 means the central bank
will follow an accommodative monetary
policy be keeping administered interest
rates low over the next few months. As
the U.S. economy improves and interest
rates south of the border begin to rise
by next year, Canadian interest rates will

rates for the remainder of 2003 and 2004
calls for modest increases but they will
remain low in historical terms. Easing

inflation and lingering concerns over trade,

health and geopolitical risks will keep

mortgage rates low in the near future prior

to rising slightly next year.

One, three and five-year mortgage rates
are expected to be in the 4.25-5.25, 5.25-

6.25, and 6.00-6.75 per cent range,

respectively this year. Mortgage rates are
forecast to rise by 0.50-0.75 per cent next
year. Similar to recent trends, discounts
from posted rates will remain a major
competitive instrument within the market.

Average 5-Year Closed Mortgage Rate Expected to
Remain Almost Unchanged from 2002

20%

10%

5% 4

—— Average 5-Year Closed Mortgage Rate

0% T T T T T T T T

New Home Prices
Expected to Rise in
2004

Over the last eight years, the
price of building a new home,
including the purchase of a lot, as
measured by the New Housing
Price Index (NHPI) has been
outpaced by the Consumer
Price Index (CPI) in
Charlottetown. The NHPI
measures changes over time in
the contractors’ selling prices of
new residential houses and
provides results individually for
the structure (house), land and a
combined total cost.

Overall, when compared to
other goods and services, the
cost of a new home in
Charlottetown is relatively less
expensive today than eight years

ago.

Although the average new home
price has decreased in relative
terms over the past few years, it
has been increasing steadily in
actual dollars. This is the result
of people choosing to build

2003

1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004
Source: StatsCan Forecast: CMHC
Iarger and more elabo_rate . Average New Home Price Expected to
homes, not an actual increase in Increase in 2004
. (]
price. Over the past five years § $200,000 108 2
. . z
the average price has increased g $180,000 F1o6 o
. (=] -~ [
from $120,850 in 1998, to § $160,000 + 104 3 3
. ~N 9
$180,638 (Jan-Sept) in 2003. Z $140,000 | troz L3
. . Q (]
This represents an increase of & $120,000 | H b g
gl [
49.7 per cent. The trend of < 5100,000 CIL I 0L L0 geg
people building more expensive 1995 1997 1999 2001 2003f
home is expected to continue, L] Average New Home Price
New Home Price Index (Land & House)
and as a result, expect to see the
average new home price exceed Source: Statistics Canada and CMHC
. Average Rents to Increase Over Forecast Period
$181,000 in 2004. 5600
0 $565
Vacancy Rate to £ g F0
. . = $550 $537 M
Increase Slightly in < e
E $505
S $500 H H H H H H
g
Demand for rental units in <
$450

Charlottetown is expected to
remain strong in both 2003 and
2004. Despite strong demand,
the vacancy rate for the Capital
region is expected to inch up to
3.0 per cent in 2003, with little
movement expected in 2004.
The expected rise in the
vacancy rate is not due to a
decrease in demand, but rather
an increase in supply. With
interest rates at near 50-year
lows, many developers have
decided to build new rental
properties. As a result, there has

Forecast Summary, Third Quarter 2003

1999 2000 2001 2002 2003*

*CMHC Forecast: Charlottetown CA

2004*

Source: CMHC
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been about 350 new high-end rental
units added to the local rental market
since 2001. To put this into
perspective, there has been as many
rental units added to the local rental
stock since 2001, as there was
between the-six year period from
1994 to 2000. It is expected that 140
and 100 units will be added to
Charlottetown’s rental stock in 2003
and 2004, respectively.

Due to high levels of construction
activity at the high-end of the rental
spectrum, results from CMHC'’s
annual Rental Market Survey
conducted in October are expected
to show rental rates rising to $550
this year and further to $560 in 2004.

Sales to Remain Strong in
the Charlottetown Area

MLS® sales are expected to decrease
slightly to 525 homes in 2003 and

I slandl' EnP'rmp oy ad!'G ul tTr' U4l '@’
5 UT6'788) 'nOr'788-
11759888
— 1178888 | $118,000 $120,000
- $115,603
> 1115888 - - -
-
é 1118888 - - H
$106,335
& $103,435
11859888 - 1 - H
2 1188888 - $96,760
) $94,000
- 135888 - - - - - H
138888 T T
1338 1333 7888 7881 7887 *788) *788-
Source: PEI Real Estate Board
*CMHC Forecast: Charlottetown CA

cent in 2002. This increase will occur
due to a shortage of listing in the
under $120,000 price range, as well as
the low interest rates which allows
buyers to choose larger more
expensive homes.

remain at this level again in 2004, due
mainly to a shortage of listings in the
under $120,000 price range.

The average sales price is expected to
rise by a modest 2.0 per cent in 2003,
after a sustainable jump of 8.7 per

What’s9t9worth%oday?

A comparison of residential real
estate, stocks, and the general cost of
living on PEI

It is hard to ignore the daily
cacophony of advice streaming from
inancial planners and investment
specialists in the business section of
|the newspaper and on television
with respect to where to park your
Jmoney for a rainy day. Often there
are conflicting opinions about stocks
versus residential real estate as the
key to financial freedom. While
individual investment advice is a
personal decision and no investment
is immune from risk, it is interesting
o look at how local housing markets
have compared to Canada’s key
stock index over the past ten years
especially when compared to the
local cost of living.

Over the past ten years the average
MLS® resale price on PEI climbed 40
per cent from just under $69,000 in

1994 to around $100,000 today. This parked your money ten years ago, it
compares with a 62 per cent gain on would have posted a positive real
the TSX Composite Index over the  rate of return by today (although
same time frame. Although the TSX  some investment choices may have
has outperformed the local housing  resulted in more sleepless nights
market over the last ten years, the instead of a place to sleep).
extreme degree of volatility in the

stock market far exceeds
the fluctuations in the
area’s residential real
estate market. In addition
to the favourable tax

Indexed Comparison of CPI, MLS® Average
Price and the TSX Composite Index for P.E.I.

(3-month moving average)

250

TSX
treatment afforded to 225 ™~
primary residences, a 200 -
home is also a place to °
) Sy ) S 175 -
live, which is a fairly [
important consideration & 150
in any financial plan. 125 -

Finally, when measured 100 +
against the region’s ’

general cost of living,
overall gains in both
stocks and residential real
estate have exceeded
inflation as measured by the
Consumer Price Index (CPI). In
other words, regardless of where you

1994

1995 -
1996
1997
1998 -
1999 -
2000 7
2001

—CPI MLS® Average Price ~ ====TSX Composite Index

Canadian Real Estate Association
Statistics Canada: Consumer Price Index
TSX Group Inc.

Sources:

MLS® is a registered trademark of the Canadian Real Estate Association.
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FORECAST SUMMARY

Greater Charlottetown Area

Starts
Total
Single-family
Multiple/Rental
Average New House Price
Complete and Unoccupied (Dec)

RESALE MARKET

MLS® Active Listings (June peak)
MLS® Sales
Average Sales Price

RENTAL MARKET

Vacancy Rate (October)

Average Rents (All units)

Rental Rate (annual % change)
2-bed. unit

ECONOMIC OVERVIEW

1999

$126,150
7

278
494
$96,760

5.00%
505
0.60%

2000

318

270

48
$131,384
8

224
497,
$103,435

2.60%
516
0.60%

2001

300

50
$141,904
6

240
505
$106,335

1.80%
537
0.78%

2002 2003

2004* %

461 430 390 -6.7%3
292 290 290 0.7%3
169 140 100 -17.2%
$180,973| $181,000( $185,000 0.0%

196 NA NA| NA

551 525 525 4.7%3
$115603] $118000(  $120,000 219

2.25% 3.00% 3.00%
539 550 565 2.0%
1.0%] 1.2%

Mortgage Rate (3 yr. term) 740% 8.17% 6.88% 6.28% 5.76% 6.01%

Mortgage Rate (5 yr. term) 7.56% 8.35% 7.40% 7.02% 642% 6.83%

Employed 17,200 18,600 19,100 19,450 19,700 19,800 1.3%
* CMHC Forecast

Source: CMHC, Statistics Canada, PEl Real Estate Association

Housing Now is published 4 times a year for the Prince Edward Island market. Forecast Summary is included in the first and third quarter editions.
Annual subscriptions to the Housing Now for Prince Edward Island are $55.00 plus applicable taxes. This publication is also available in French. For

more information, or to subscribe, contact Johannes O’Callaghan at the Atlantic Business Centre at (902) 426-4708.

Order no. 2088

Ce document est disponible en frangais.Veuillez communiquer avec Johannes O’Callaghan au Centre d’affaires de I'Atlantique au (902) 426-4708.

© 2002 Canada Mortgage and Housing Corporation. All
rights reserved. No portion of this publication may be
reproduced, stored in a retrieval system or transmitted in

any form or by any means, mechanical, electronic,
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reliable, but their accuracy cannot be guaranteed.The
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