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Canadian Home Builders’ Association

May 3, 2021

Robert Hogue (Senior Economist) (416) 974-6192 robert.hogue@rbc.com



mailto:robert.hogue@rbc.com

Third wave of the pandemic has crested (in most of Canada)

Number of daily COVID-19 cases in Canada

7-day average
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Source: Public Health Agency of Canada, RBC Economics

Hospitalizations should soon follow
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Game changer: vaccination is progressing rapidly after early
stumbles

People vaccinated

As % of population
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Source: Our World in Data, RBC Economics

Massive increases in vaccine deliveries expected in across Canada in May-June
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Despite recent turbulence, the economic recovery is in motion

Employment: Canada
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Source: Statistics Canada, RBC Economics

90% of the jobs lost have been recovered; resilient economic growth through the second wave
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The last 10% of jobs to recover will require a full reopening

Employment by weekly wage: Canada

Annual % change
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‘K-shape’ recovery: low-wage jobs in high-touch industries where the challenges are
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Canadian economy back to pre-covid levels (overall) by this fall

GDP forecast: Canada
Trillion chained 2012 C$
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Economic slack entirely gone by mid-2022
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Our labour market will tighten again by the end of 2021

Unemployment rate: Canada
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Source: Statistics Canada, RBC Economics

Expect labour shortage issues to intensify
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Headline inflation will spike in the coming months

RBC ECONOMICS | RESEARCH

CPl inflation: Canada

% change, year-over-year
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Coming off low levels last year; part of soaring input costs will pass through to consumers
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Bank of Canada committed to keeping interest rates
exceptionally low

Interest rates: Canada
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We expect it will begin to gradually raise its policy rate in mid-2022
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Canadians have built up their savings like never before

Household savings: Canada
In billions of $ per quarter, seasonally-adjusted
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Source: Statistics Canada, RBC Economics

Canadians’ bank deposits are $180 billion above previous baseline
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Strong immigration to resume once the pandemic is under
control

Net in-migration: Canada

Thousands of people per quarter, not seasonally adjusted
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Source: Statistics Canada, RBC Economics

Canada has increased its immigration targets for the next three years

RBC ECONOMICS | RESEARCH 14



For more from RBC Economics, visit our website

http://www.rbc.com/economics/

https://thoughtleadership.rbc.com/

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without express authorization of the copyright holder in
writing. The statements and statistics contained herein have been prepared by RBC Economics Research based on information from sources considered to be reliable. We make no
representation or warranty, express or implied, as to its accuracy or completeness. This publication is for the information of investors and business persons and does not constitute an offer to sell
or a solicitation to buy securities.
®Registered trademark of Royal Bank of Canada.
©Royal Bank of Canada.
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Pandemic and Recovery:.
Choppy Waters

A Market Briefing with Altus Group Chief Economist
Peter Norman

Remarks to CHBA

May 3, 2021



Residential Renovation: Back With a Vengeance <5

AltusGroup
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Rates — “Pandemic Stimulus” Has Mostly Reversed

“Special Offer” 5-yr Mortgage Rates, Chartered Banks
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10yr Government of Canada Bond
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MLS Home Resales, Canada <A

AltusGroup
2020 Record Year for Resales 2021 Highest 1st Quarter Ever
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Resale House Prices
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Year-over-year % change
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New Home Sales Strong and Shifting to Single Family
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Greater Toronto Area
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Low-rise Inventories Becoming Crazy Tight Again A.ufemup

Greater Toronto Area
Inventory, Units Benchmark Price, $
7,000 1,600,000
6,000 1,400,000
1,200,000
5,000
1,000,000
4,000
800,000
3,000
600,000
2,000
400,000
1,000 ‘ 200,000
O [ — e = (- O e — —_ — o —
238 |533885828R8238 23882828 238 |25882535R238 (258885832
2015 2016 2017 2018 2019 2020 202 2015 2016 2017 2018 2019 2020 202

altusgroup.com Source: Altus Group Data Solutions 22



A Dearth of New Projects Raises Supply Risk

Greater Toronto Area
Projects
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Vancouver New Home Sales On the Upswing
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Greater Vancouver Area
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Vancouver New Home Inventories Also Dwindling Altus Group
Greater Vancouver Area
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Construction Cost Escalation A Significant Issue

Toronto

P
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Vancouver

Percent Change in Construction Costs, Quarterly*
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Thank You

If you have any questions, please reach out.

Peter Norman
Vice President & Chief Economist
Research, Valuation & Advisory

416-698-4653
peter.norman@altusgroup.com

National Economic Advisory

33 Yonge St., Toronto, Suite 500
2020 - 4th Street SW, Calgary, Suite 310
1055 West Georgia Street, Vancouver, Suite 2500
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Sagen Update & Profile Of
The Insured Borrower

CHBA'’s National Housing Week
May 37, 2021
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Brand Promise

To be the most trusted lender
and industry partner across
Canada

Our brand may
have changed,
but our promise
never will.

SAGEN"

SAGEN.CA
SAGEN CANADA
Visit Our Website

OO0 16
oY Like

AN NN N NN NN NN NN NN NN NN NN NNNNN]

" SAGENT

L BN

dso oo REROCODRROAODORDORDRROBRBROODOODN



 EE NN NNNERN

o000

Thought Leadership

Visit Sagen.ca to download the latest publications, infographics
and digests!

A BETTER WAY TO

dalv%mghip

Tools & Resources

Looking for forms, reference charts, interest rates, lender updates,
or our underwriting policies and standards? Find it here.

Guides

2020
Homeownership
& Financial Fitness

Study Get Financially Fit

A eragnof of Canadiant’ Homeowerihig
FirstHome Welcome Home Home Sweeter Home Atttk and Finandial Fitnads

Sagen’s New to Canada Program (NTC) makes it Turn that fixer-upper into a head-turner. Allit takes
casior for nowcomers to get financing and to s TLC& PRI
purchase their first home.
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Sagen’s National Borrower Profile

The Sagen Borrower

37

Average age

27.1%

Single Borrowers

$112,502

Average Household Income

Affordability Metrics

27% 92.3%

Average Average
GDS LTV

21.6%
Gifted Down Payment

754

Average Credit Score

The Sagen Home

Average Sale Price New vs Resale
New Construction 1 3.40/0
QP $394,000
Resale 86.6%
Property Type
Detached 64.8%
Semi-Detached 9.4% 6.4%
Purchase
Rowhouse 14.3%

Plus Improvements

Condo 11.4%



Strong Portfolio Quality

Credit Score’
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average home prices
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Limited exposure to
loans with stacked risk
factors

1. Company sources for transactional new insurance written. Average score for all borrowers. 2. Company sources for transactional new insurance written. Purchase only.
3. Compliance ratios are calculated using the Bank of Canada qualifying rate, which was 4.79% at December 31, 2020.
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Payment Deferrals Winding Down

~65% have ELTV <80%

Deferral Roll-Off

0.9% of risk-in-force remains under deferral — has declined significantly from 13.7% in June

We expect the vast majority of deferrals to return to performing mortgages

June 2020 Deferrals By Effective LTV ($28B)

35% of deferrals have an
effective LTV >80%

$18.1
13.7%
12.1% $2.5
]
<=80% 80-85%

5.9%

$28.0
24.8
> $22.0
0.9%
$12.2 >150
34%
>4.6 $2.9 $1.8 <75
[ | - - 21%
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B 5B Deferrals = Deferral Rate

<150 I <100

26% 19%

Vast majority of borrowers rolling off deferrals

$2.8 $2.4 $2.1
|| —— —
85-90% 90-95% >95%

By Household Income By Region

Prairies Pacioﬂc
7% 12%
Albert
Quebec 3;23
11%
Atlantic
Ontario 504
35%

have returned to repayment’ ~80% had >$75K annual

household income
~68% were dual income
households

Alberta remains a focus area —
represents 31% of deferrals
(vs. 21% of RIF), and over half
are >80% LTV

SAGEN"™
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Well-Equipped to Support Borrowers

Homeowner Assistance Program
(HOAP)

Helping families stay in their homes

Available at no cost to Sagen-insured
homeowners

Assisted more than 50,000 families to date

Dedicated team of accessible and
responsive HOAP specialists

COVID Response — Lender Playbook

Increased HOAP Resources > 70%
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Financial Fitness

Set at 100 in 2011, the Financial Fitness Index initially declined but regained until 2020. The
pandemic caused a sharp downward movement, but it would have been worse without
government assistance. 2021 represents the highest Financial Fitness on record.
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Rising Proportion of the Two Extremes

Looking Great

Looking Good

Managing

Vulnerable

Alert
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27%
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16% m 2021

2020 Feb/ Mar

of FTHB and
of FTI feel they
are ingood shape

FTB consistently
outpace all Canadians
on Financial Fitness
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Stable Homeownership Trends

Own with no mortgage 28% Net:
Own Home
0
28% 68%
Own with a mortgage 40%
39%

Rent 25%
25%

Live w/no rent 7% m 2021 2020 2019
8%
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Proportion of First-time Intenders Rises
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Intenders & Down Payment Trends
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Recent Buyers Fled Urban Areas
Intenders Expect To Return

Type of home Location

Recent Intenders

Recent Intenders Buyers
Buyers
) _ 39%
_ 54% 57% 53% Suburban area 41%  38%

A fully-detached home 530 42%
A condominium - 1o 18% 17% Urban area 32% 28%  36%
%

16% o smal | 14 -

A townhouse - ° 9% AT town/exurban 11% 7% 13%
15%

- 10% w2021
A semi-detached . 10% 10% 10% Rural - 0 12% 9%
2020 -
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Nearly 4 in 10 Saw Savings Increase
23% saw an increase in savings because working from home and/or
reduced spending opportunities meant lower monthly expenses

% 19% saw an increase in savings because they reduced

spending to protect against future employment uncertainty

Nearly Canadians saw savings increase during the pandemic
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41% With Increased Savings Plan
Home-related Expenditures

Take a major vacation when travel becomes available 32%

Contribute to your investments (e.g. RRSPs / TFSAs, etc.) 30%

Increase spending on entertainment (e.g. local tourism, travel,
hospitality, restaurants, etc.)

Make home renovations / invest in home improvements
including appliances, décor, etc.

Pay down mortgage balances

Purchase a new / used vehicle

Increase consumer spending (e.g. clothing, electronics, other 11% Home
consumer goods) 0 related
Pay down non-mortgage consumer debt (e.g. credit cards, 41%

auto loans, etc.)

Buy a new home (first home, resale home) - 9%
Buy an investment property (e.g. to rent out) | 4%
Buy a vacation property (second home) - 2%
Other - 4%
Nothing, | plan to maintain my higher savings 17%

Once restrictions have eased, what do you intend to do with the savings you have accumulated?
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Homeownership Education Week:
May 10th — May 14th

May 10 — Real Estate May 11 - Credit May 12 — Market
Round Table Reporting Update Update

Homeownership
is May 10t"-14th,

May 14 - First-Time
Homebuyer Survey & >
Financial Fithess Study
Results
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Kiki Sauriol-Roode

Vice President, Business Development

Kiki.sauriol-roode@sagen.ca
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