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Preliminary December data from local real estate boards — released after our latest housing projection — suggests some
better than anticipated momentum in housing at the end of last year. That said, one must be cautious in drawing too
many conclusions from December data, as its typically a low volume sales month, and unseasonably warm weather may
have pulled forward purchases. More broadly, the drops registered in Canadian home sales and average home prices in

2023Q4 overall were generally as anticipated.

*  Our updated forecast calls for a gain in Canadian home sales in 2024Q1, compared to the small decline we had previ-
ously expected (Chart 1). This increase reflects a downwardly revised near-term profile for borrowing rates, a resilient job
market, and the release of pent-up demand. On the latter point, we estimate that sales had undershot levels consistent
with fundamentals like income, population growth and supply by about 15% in the fourth quarter. Canadian home sales
should also receive an important boost from Bank of Canada rate cuts (see forecast), supporting rising sales activity
through the year.

Improving sales activity will likely not be enough to stem a first quarter decline in Canadian average home prices, given
the relatively loose supply/demand conditions that are likely to prevail, on balance. National prices should flatten out
in the second quarter before rising through the rest of 2024 and 2025, though the pace of increase will be restrained
by challenging affordability conditions in several markets. Underpinning this view is our expectation that listings will
remain relatively subdued over the next few years, with economic uncertainty keeping would-be sellers on the sidelines
in the near-term, and a resilient jobs market keeping listings from spiking higher over the projection horizon.

'The regional disparities that charactered markets in recent quarters are anticipated to persist. Over the next few years, we
see price growth outperforming in the Prairies, supported by solid affordability conditions, tight markets, and economic
outperformance. Alberta’s market continues to draw strength from the fastest population growth in the country. Else-
where, tight supply/demand balances should keep near-term price declines muted in Quebec and the Atlantic before
tough affordability conditions limit price growth to a below-trend pace thereafter.

Chart 1: Prices to Fall in the Near-Term Despite Rising Sales Chart 2: Loose Conditions in Ontario and B.C. Housing
Markets to Prompt Price Discounting
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In contrast, within Ontario and B.C., supply/demand balances indicate that conditions are loose compared to historical
norms (Chart 2). As such, price discounting is likely on tap over the next few months before the supportive factors out-
lined above yield second half gains. We expect quarterly sales growth to be the strongest in these two markets through
the projection horizon, which will support prices. However, a depressed starting point is a big part of the story (per capita
sales levels were about 30% below long-term averages in both markets during November). Sales should remain low in
B.C. and Ontario moving forward, holding below their pre-pandemic levels into 2025.

Downside risks are consistent with what we flagged in our prior projection, in that economic growth could be weaker-
than-expected, or the Bank of Canada may be forced to hold their policy rate higher for longer than we anticipate,
should inflation remain higher-than-expected. However, upside risks to the projection have come into fuller view. Bank
of Canada rate cuts (and the signaling that precedes them) will likely jolt market psychology and could cause sales and
prices to rise by more than we anticipate in the quarter they are initiated (and perhaps even before).

Home Sales and Price Outlook
Average Annual Growth, %
Provinces Home Sales Home Prices

2023F 2024F 2025F | 2023F 2024F 2025F
National -11.5 4.8 141 -3.3 -3.2 4.3
Newfoundland & Labrador -15.5 4.3 7.1 1.4 4.8 1.9
Prince Edward Island -6.7 4.9 8.4 -0.4 -0.4 2.1
Nova Scotia -17.8 5.3 10.2 4.0 5.1 2.6
New Brunswick -13.9 2.3 6.3 4.2 7.0 3.0
Québec -12.8 7.1 8.5 1.3 4.4 3.0
Ontario -13.1 2.7 20.7 -5.7 -5.1 21
Manitoba -10.1 6.0 9.3 -2.4 5.0 3.4
Saskatchewan -3.5 7.1 9.6 0.0 3.1 4.2
Alberta -9.1 10.8 5.5 1.4 5.1 3.6
British Columbia -9.1 0.3 19.6 -1.4 -0.9 2.2
Source: CREA, CMHC, TD Economics. Forecasts by TD Economics as of December 2023.
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Disclaimer

This reportis provided by TD Economics. Itis for informational and educational purposes only as of the date of writing, and may not be appropriate for other purposes.
The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This material is not intended to be relied
upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and should not be considered specific legal, investment or
tax advice. The report does not provide material information about the business and affairs of TD Bank Group and the members of TD Economics are not spokesper-
sons for TD Bank Group with respect to its business and affairs. The information contained in this report has been drawn from sources believed to be reliable, but is
not guaranteed to be accurate or complete. This report contains economic analysis and views, including about future economic and financial markets performance.
These are based on certain assumptions and other factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially different. The
Toronto-Dominion Bank and its affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis
or views contained in this report, or for any loss or damage suffered.
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