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Construction of conventional apartments will falter again this
year because that segment of the market is close to a
balanced state. The dynamics of condo construction are
somewhat different. Since the surpluses have been
absorbed and demand remains strong, in particular due to
the baby boomers’ preference for this type of housing, buil-
ding starts may increase in 2008. Indeed, the surplus situa-
tion that prevailed in downtown Montréal at the end of 2006
is now a thing of the past, which is conducive to new cons-
truction. In fact, the time to sale of new condos has gradually
declined, reaching 7.5 months in December after attaining a
disquieting peak of nearly 2 years at the end of 2006.

Construction of single-family dwellings should slow in the
next few months. After posting growth of 1.2% in 2007, this
segment will decline again in favour of much less expensive
forms of housing such as row or semi-detached houses.

RESALE MARKET
In Québec, more than 80,000 properties were sold through
a real estate agent in 2007, breaking the previous year’s
record. Demand pressures pushed prices up to an average
of $208,240 last year. Increases even surpassed 10% in
certain areas such as Québec City (+11.0%), Trois-Rivières
(+12.2%) and Saguenay (+14.0%). In Greater Montréal, prices
rose between 5% and 10% last year. On the island, it takes,
on average, more than $350,000 to buy a single-family
dwelling; a little over $200,000 in the surrounding area.
Québec’s resale market was firing on all cylinders last year,
but now seems to be showing signs of slackening. The
market reported its second monthly retreat in January 2008,
with an annual drop of 7.8% in recorded transactions. The
Québec real estate market, which is far more disciplined
than that of our southern neighbour, is gradually returning to
balanced conditions. As a result, the upwards pressure on
average prices of properties should abate (+3.5% in 2008
and +2.1% in 2009).

MORTGAGE RATES
The upwards trend observed in 2007 levelled off at the
beginning of 2008. The 5-year mortgage rate, which stood at
6.65% at the beginning of 2007, closed the year at 7.55%.
The 1-year rate rose from 6.45% to 7.25% during the same
period. Since the beginning of 2008, mortgage rates have
fallen twice, and the posted 5-year rate is now 7.25%, with
the 1-year rate standing at 7.10%. Further drops may occur
in the near term due to the growing uncertainty relating to the
U.S. economy. Such reductions will be welcome, as the
upsurge in average property prices in recent years has
reduced the financial ability of households to acquire a
home.
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Québec - Housing Market Outlook
2008-2009 Forecasts

2005 2006 2007 2008f 2009f

New Housing Market

Ne w construction (in billion $) 7.9 7.8 8.4 8.0 7.5
Annual variation (%) -1.1 -1.3 8.3 -4.8 -6.3

Housing starts 50,910 47,877 48,553 45,000 41,000
Annual variation (%) -12.9 -6.0 1.4 -7.3 -8.9

     House 27,682 25,859 26,861 26,000 23,500
     Annual variation (%) -15.9 -6.6 3.9 -3.2 -9.6
         -  Single -de tache d 23,930 21,917 22,177 - -
            Annual variation (%) -17.1 -8.4 1.2 - -
         -  Se mi-de tache d 2,678 2,599 2,750 - -
            Annual variation (%) -8.7 -2.9 5.8 - -
         -  Row housing unit 1,074 1,343 1,934 - -
            Annual variation (%) -3.2 25.0 44.0 - -

     Apartme nt 23,228 22,018 21,692 19,000 17,500
     Annual variation (%) -9.0 -5.2 -1.5 -12.4 -7.9
         -  Condo1 9,755 9,338 8,494 9,000 9,200
            Annual variation (%) -17.3 -4.3 -9.0 6.0 2.2
         -  Re ntal1 11,567 11,403 12,301 9,500 8,000
            Annual variation (%) -4.9 -1.4 7.9 -22.8 -15.8
_________________
         -  Conv e ntional re ntal2 5,998 7,022 5,633 5,000 4,500
            Annual variation (%) -21.1 17.1 -19.8 -11.2 -10.0
         -  Re tire me nt home 2 4,857 3,443 5,669 4,500 3,500
            Annual variation (%) 24.7 -29.1 64.7 -20.6 -22.2

Resale m arket

Unit sale s 70,649 72,520 80,338 76,000 74,000
Annual variation (%) 2.0 2.6 10.8 -5.4 -2.6

Av e rage  price  (in  thousand $) 185 194 208 216 220
Variation annuelle (%) 7.9 5.1 7.3 3.5 2.1

Sale s v olume  (in billion $) 13.0 14.1 16.7 16.4 16.3
Annual variation (%) 10.0 7.9 18.9 -2.1 -0.6

Other indicators

Vacancy rate  for re ntal units3 (%) 2.0 2.5 2.6 3.2 3.5

Av e rage  re nt3 (in $) 575 589 602 614 627
Annual variation (%) 3.0 2.4 2.2 2.0 2.1

Re nov ation spe nding (in billion $) 10.5 11.6 12.8 13.7 14.6
Annual variation (%) 9.2 10.3 9.6 7.7 6.3

1 Urban ce ntre s  w ith populations  of 10,000 and ove r . The  total is  s lightly be low  the  total for  provincial apar tm e nts  s how n above .
2 Include d in re ntal units .
3 Thre e  units  or  m ore .
Source s : Canada M ortgage  and Hous ing Corporation, Canadian Re al Es tate  As s ociation, Statis tics  Canada and De s jardins , Econom ic Studie s .




