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1. Stress Test ;
=  Stress test remained at 4.79% since Aug 17 2020. | Mortgage
2. Despite the economic growth, the Bank holds policy rate at 0.25%. | Rates
= The Bank believes that extraordinary monetary policy is still required;
for recovery. BOC continues to maintain policy interest rate and i = 5years Fixed
commits to buying at least $4 billion a week in GOC bonds to keep | As low as 2.15%
interest rates low until the 2% inflation target is sustainably achieved., ® 5 years Virm
* The Bank gave no indication when it might start tapering its As low as 1.28%
bond-buying. The next decision date is on April 2021. *variable prime 2.45%
» Previously projected: The economy will continue to require stimulus | = 3 years Fixed
until 2023. With current market growth at a faster pace, there is more; As low as 2.09%
.. than 50% chance that an increase will happen sooner by Q1 in 2022,
Market Snapshot

1. Canadian home sales increased 6.6% m-o-m building
on the largest winter housing boom in history.

= Sales activity was up since last summer. It is a new
record for February by a considerable margin (over
13k transactions).

=  Markets that posted y-o-y declines in February,
minimal supply is the most likely explanation.

2. We have the most extreme demand-supply imbalance
by a large margin. What is going on?

* Employment in higher-paying industries actually
rose despite pandemic.

= Mortgage rates plumbed record lows.

» Dramatic shift in preferences toward more space,
further outside major urban centers.

* Limited travel created demand for second homes.

» Future demand from younger households being
pulled forward in search for a home base to ride out ——
the pandemic and securing the low rates.

= FOMO and some speculative activity in the market.
In January, 6% of all houses listed for sale in
Toronto’s suburbs had been bought in the previous
12 months, up from 4% a year earlier.

3. Home Prices: MLS® HPI in Feb 2021 rose by 3.3% m-o0-m and, non-seasonally adjusted rose
by 17.3% y-o-y.

= MLS® HPI this month. Largest y-o-y gains: above 35% range in red, 30 - 35% in blue, 25 -
30% in orange, 20 - 25% in yellow, 18.8% in purple, 16.1% in green, 10 -15% in pink, 5 — 10%
in brown, 3.5% in grey, 2.6% in black.




