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Highlights:
• Restrictive mortgage lending rules and 

increased economic trade uncertainty will 
continue to weigh on Ontario in 2019 and 
beyond.

• Constrained consumer spending and 
business investment will dampen real GDP, 
employment and wage growth.

• A sluggish economy and restrictive lending 
rules will affect the quantity, type, and value 
of homes consumers can afford to purchase.

• CMHC’s First-Time Home Buyer incentive 
will drive a modest, overall upward effect on 
the province’s economy.

• Modest growth in the resale homes market 
will translate to negative growth in the new 
homes market for most of the forecast 
horizon.

• Ontario’s purpose-built rental market to 
tighten further over the next three years as 
potential buyers remain in rental longer. 

Summary

Restrictive mortgage lending rules and increased 
economic uncertainty, due to external pressures, will 
weigh on Ontarians’ shoulders in 2019 and beyond 
affecting many areas of the economy. Consumer and 
business confi dence will decline over the forecast 
horizon pulling down consumer spending and busi-
ness investment and anchoring real gross domestic 
product (GDP), jobs and wage growth. 

Despite population growth being supportive of hous-
ing demand, Ontario’s homeownership markets will 
post modest numbers in 2019 to 2021. The sluggish 
economy and restrictive lending rules will affect the 
quantity, type and value of homes consumers will be 
able to purchase. Canada Mortgage and Housing 
Corporation’s (CMHC) First-Time Home Buyer Incen-
tive, which will begin in late 2019, will provide a modest 
uplift in sales and price growth in relatively less 
expensive and dense areas. The overall upward effect 
on the province is expected to be modest. 

Range-bound growth in the resale market will translate 
to very modest growth in new home construction 
until 2021 when new construction will start to turn the 
corner upwards again. 

The province’s purpose-built rental markets will 
remain tight over the next three years as many 
potential buyers remain fi rmly on the sidelines. 
Increased demand for rentals from new residents will 
put upward pressure on monthly average rents.

Homeownership market still feeling the 
policy-induced effects in 2019

Ontario’s housing market has not fully recovered 
from the policy shocks of 2017 and 2018, which saw 
all metrics decline dramatically. The ripple effects of 
those policies are still echoing in the market. Accord-
ing to Canadian Real Estate Association (CREA) 
data, average price growth has remained low and 
sticky averaging 0.6 per cent over the fi rst fi ve months 
of 2019—a rate signifi cantly below infl ation. Supply of 
existing homes for purchase has also remained low 
as potential sellers continue to be shell-shocked from 
the decline in activity in 2017 to 2018 and are acting 
prudently. With an increased number of buyers trying 
to bid down prices, fewer sellers are willing to sell or 
even list their homes. The same data cited an aver-
age of 0.7 per cent growth in new listings in Ontario 
over the same period in 2018.

While the province has continued to feel the dampen-
ing effects of recent policies, not all markets have 
had the same fate. Relative affordability has insulated 
some regions from a decline in activity if at all. Other 
regions have seen a strong run-up in prices which 
has quickly eroded affordability and priced out many 
potential buyers. Areas with past and present afford-
ability challenges are contending with fewer buyers 
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and are contributing to the province’s overall slowdown 
in activity.

In 2018, the Greater Golden Horseshoe (GGH) saw a 
signifi cant contraction in activity while regions further 
away from the area, like Ottawa, did not. This is due 
to higher relative affordability vis-à-vis the GGH and 
other local factors that favour housing demand such 
as robust population growth and stable and growing 
job sectors such as tech. Over the fi rst fi ve months of 
2019, even GGH markets have seen improvements 
in year-over-year sales activity but are still well below 
trend. According to CREA data, nearly all GGH 
markets are stabilizing posting more than 7.0 per cent 
growth in sales from 2018. Yet, sales are 19 per cent 
lower on average compared to 2017.

Even with the new policies in place, Ontario’s new 
homes market had banner years in 2017 and 2019 
with more than 80,000 units breaking ground each 
year. Most of this growth was led by multi-family 
housing—specifi cally, condo apartments—as potential 
buyers in dense urban markets looked for affordable 
housing options.

Weaker sales activity in the existing homes market is 
starting to translate to weaker new housing starts due 
to the lagging nature of new construction. It can take 
several quarters for a shock such as the new policies 
to show up in the data. Over the fi rst fi ve months of 
2019, new housing starts are 14.8 per cent off the 
pace set last year, albeit 2018 was a strong year for 
new housing. When comparing year-to-date numbers 
from 2014 to 2019 this year’s pace is off by only 5.5 
per cent from the average. 

The weaker numbers so far in 2019 over 2018 are 
coming from low-rise housing, high-density housing 
and condo apartments. Cautious buyers are staying 
away from all types of new housing as expected. 
Developers are now slowing down too. Due to a 
signifi cant backlog of unfi nished units including condo 
apartments, developers are fi nishing the units before 
they bring new projects to presentation centres. 

Infl ows of new residents from other provinces and 
abroad, coupled with tougher entry to homeowner-
ship, has kept the rental market tight despite the 
number of new units available. For example, Ontario’s 
purpose-built rental vacancy rate for both apartments 
and townhomes stood at 1.8 per cent according to the 
October 2018 Rental Market Report from CMHC—
signifi cantly lower than the 2.6 per cent average from 
1990 to 2018.

Over the last two years the province’s rental universe 
has increased robustly to accommodate increased 
infl ows of people. Strong gains were observed in 
census metropolitan area’s (CMA) outside of the 
Toronto CMA including London, Kitchener-Cambridge-
Waterloo, Barrie, Oshawa, Hamilton, Kingston and 
Peterborough. Many of these markets have older 
units that needed replacement. Meanwhile, Toronto’s 
purpose-built rental vacancy rate has remained well 
below the provincial average at 1.1 per cent and supply 
of the units has grown by only an average of 0.5 per 
cent over the last three years, compared to an average 
of 1.6 per cent in regions outside of Toronto. With a 
tight rental market in Toronto and limited new vacant 
supply, the private secondary market has picked up 
the slack to a greater extent than other communities, 
as private investors rent out condo apartments and 
secondary suites in low-rise homes. Given the expen-
sive housing market in Toronto, many potential buyers 
are continuing to rent and remain on the sidelines. 
Rental markets in regions farther away from Toronto, 
like those mentioned previously, will remain tight as 
new residents take up rentals that become vacant as 
older renters move to homeownership given its relative 
affordability.

Federal Government’s new First-T ime 
Home Buyer Incentive to impact cheaper 
housing markets 

The CMHC share equity mortgage program an-
nounced that it will provide modest region-specifi c 
support to existing and new home demand in Septem-
ber 2019 in this year’s federal budget. The program 
will provide down payment support for fi rst-time buyers 
in the form of an interest in the property, with CMHC 
share of gains or losses at resale or a maximum of 25 
years later (5.0 per cent for existing homes and up to 
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has been lagging. Small-business confi dence has 
remained below the long-term monthly average four 
out of the fi rst six months of 2019, according to the 
Canadian Federation of Independent Business� 
Business Barometer®. Although Ontario’s unemploy-
ment rate is unchanged compared to the same period 
last year, some weakness remains present. The labour 
force has grown by 2.8 per cent year-to-date due to 
increased migration. Employment has also increased 
by 2.7 per cent but part-time job growth (3.9 per cent) 
is outstripping full-time job growth (2.4 per cent).

Real GDP growth in Ontario over the three years is 
expected to range between 1.5 and 1.7 per cent—well 
below the 2.4 per cent average from 2016 to 2018. The 
province’s labour markets will loosen as more people 
actively look for work while fewer people land jobs. 
The unemployment rate will move up from 5.6 per cent 
in 2018 to 5.9 per cent in 2019 and hover close to 6.0 
per cent in 2020 and 2021.

With trade uncertainty the order of the day, central 
banks, including the Bank of Canada, have had to 
reevaluate their monetary policy by 2020. An economy 
not at full capacity and the need to promote growth 
will mean that the Bank of Canada will reverse trend 

10.0 per cent for new homes). According to program 
parameters released, the maximum mortgage value is 
around $565,000 for a new home and $535,000 for an 
existing home.

Teranet Ontario home sales data from 2018, reveals 
that while the Toronto CMA accounts for a robust 
share of total sales (39.9 per cent) only 22.8 per cent 
of home sales were priced at or below $550,000—the 
maximum allowed benefi t under the new program. 
First-time buyers looking to purchase a single-de-
tached home will be even more challenged. While 24.3 
per cent of all single-detached homes sold in Ontario 
in 2018 occurred in the Toronto CMA only 3.6 per 
cent would have qualifi ed to be purchased under the 
program. Likely, if Toronto-based fi rst-time homebuy-
ers wish to take advantage of this new program, they 
will have to consider multi-family home units within the 
metro area or relocate beyond the metro area.

While this program will support sales, other provincial 
and federal rules, coupled with increased economic 
uncertainty will continue to put downward pressure 
on homeownership in most regions’ in 2019 and to a 
lesser extent in 2020. Many potential buyers will keep 
their belts tightened and remain on the sidelines in 
rental units or living with family until the uncertainty 
dissipates.

Economic and resale housing outlook

Ontario’s economy slowed down considerably in the 
second half of 2018 based on external trade concerns 
such as North American Free Trade Agreement 
(NAFTA) negotiations. Trade-related concerns have 
intensifi ed in 2019 and that weakness from the second 
half of 2018 has continued into 2019. For example, 
according to Export Development Canada’s Spring 
2019 Trade Confi dence Index for Canada saw trade 
confi dence fall dramatically mostly due to trade 
protectionist policies. Moreover, business confi dence 

Ontario Toronto 
CMA

Toronto 
CMA 
Share

All Under $550,000, 2018
Single  81,409  2,957 3.6%
Multi-Family  95,794  37,424 39.1%
All  177,203  40,381 22.8%
All Sales, 2018
Single  129,822  31,508 24.3%
Multi-Family  141,787  74,278 52.4%
All  271,609  105,786 38.9%

Source: Teranet, Central 1 CU
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Since the implementation of the new policies in 2017 
and 2018, the share of new construction of condo 
apartments has been trending up. With fewer sales of 
new single-family homes due to affordability concerns 
over the forecast horizon, the share of multi-family 
homes sold, and breaking ground will continue to trend 
up. 

Residential spending will decline in 2019 and 2020 due 
to weak new dwelling spending unable to be offset by 
renovation spending. By 2021, new dwelling spending 
will turn the corner and help lift residential spending 
signifi cantly.

Ontario’s purpose-built rental market to 
tighten further in 2019 

Increased population growth and fewer people 
purchasing homes in 2019 will ensure the province’s 
purpose-built rental market tightens up. The expected 
fl ow of new units to market will help somewhat. 
However, the strong demand for rentals will see 
purpose-built rental vacancy rates for townhomes and 
apartments combined, decline from 1.8 per cent to 1.7 
per cent in 2019. It is expected to remain at this level 
during 2020 before inching up to 1.8 per cent by 2021. 
Average monthly rent growth will exhibit some upward 
growth over the forecast period as new residents 
come into rental units and are charged market rents 
and not the government’s yearly rent control maximum 
asked of existing tenants.

Upside and downside risks for the 
housing market

There are considerable positive and negative risks 
with any forecast. Given the uncertainty, it is worth 
mentioning both the good and bad scenarios that 
could materialize over the next couple of years.

A pessimistic case would have the U.S. economy 
enter an outright recession due to its protectionist 
agenda pulling down global demand. Ontario’s strong 
reliance on U.S. markets would mean greater weak-
ness for Ontario’s economy and possibly a recession. 
Given some of the weakness expected by the Bank 
of Canada rate cuts are expected already by April 
2020. The Canadian economy falling into an outright 
recession would mean earlier and deeper rate cuts 
to try and insulate the economy. Lower policy rates 
in this scenario will release some pent-up demand 
for homeownership but not enough to sustain the 
economy through this period.

and likely cut the policy rate by a quarter-point twice, 
beginning in April 2020. These cuts will insulate the 
Canadian economy from entering a recession promot-
ing consumption and housing spending. Mortgage 
rates will be supportive of a home purchase, but the 
mortgage stress test will remain a constraint.

In 2019, Ontario’s housing market will grow below 
the trend set before the policy disruptions of 2017 
and 2018. CREA home sales will increase by 4.0 per 
cent with average price growth up by 4.2 per cent to 
$592.979. A higher share of high-density housing will 
keep price growth below the long-term trend in 2019. 
Modest price growth will also keep new listings limited. 
CREA new listings will expand by 2.0 per cent in 2019. 
A relative uptick in sales greater than the uptick in new 
listings will tighten Ontario’s resale market slightly but 
it will remain within a balanced market according to the 
sales-to-new-listings-ratio (SNLR).

Not all regions in Ontario will post weaker numbers in 
2019 over 2018. The new mortgage credit rules will 
be less binding in lower priced housing markets away 
from the GGH and sales of single-family housing in 
some of these markets may actually increase given 
relative affordability and the new CMHC First-Time 
Buyer Incentive program. Yet, a slowdown in larger 
markets will pull down the provincial numbers in 2019.

Post-2019, uncertainty will continue to affect the 
economy and the housing market. The Bank’s 
expected rate cuts will promote below trend growth 
for 2020 and 2021. CREA home sales will grow in the 
range of 3.0 per cent and 3.2 per cent over this period. 
CREA average price will grow in the range of 3.0 per 
cent and 3.5 per cent. For comparison, year-over-year 
price growth averaged over 9.0 per cent in 2017.

From 2019 to 2021, population will grow by an average 
1.7 per cent per year, slightly below the 1.9 per cent 
average growth rate from 2016 to 2018. While a slight 
drop from trend, population growth will remain sup-
portive of housing demand particularly in the second 
half of 2020 and beyond.

Multi-family housing will increase its 
share of new housing over the next two 
years 

Modest growth in the resale homes market will mean 
a weaker new homes market. New housing starts will 
contract by 13.6 per cent in 2019. By 2020, front-load-
ed weakness will overshadow growth in the second 
half and new housing starts will be marginally lower. 
New housing starts will post some robust growth of 6.1 
per cent in 2021. 
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An optimistic outlook would see trade uncertainty 
and geopolitical concerns resolved quickly so that 
consumer and business confi dence returns, and the 
economy moves confi dently towards full capacity.

The likelier scenario is that cooler heads will help 
resolve trade tensions in the U.S.—allowing the world 
economy to get back on track with this period over the 
next few years merely a blip in the radar.

Edgard Navarrete
Regional Economist
Central 1 Credit Union
enavarrete@central1.com  /  P  905 282 8501
www.central1.com          
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Ontario 
2016 2017 2018 2019 2020 2021

Teranet

Residential Transactions  323,284  310,576  271,609  281,115  288,143  296,787 

Growth (%) 4.9 -3.9 -12.5 3.5 2.5 3.0

Median Price ($)  380,701  421,055  434,529  447,565  463,230  481,759 

Growth (%) 9.4 10.6 3.2 3.0 3.5 4.0

Multiple Listings Service

Sales  242,814  218,711  189,595  197,179  203,094  209,593 

Growth (%) 8.9 -9.9 -13.3 4.0 3.0 3.2

New Listings  338,792  360,133  327,500  334,050  340,731  349,249 

Growth (%) -7.0 6.3 -9.1 2.0 2.0 2.5

Average Price  ($)  534,173  584,267  569,078  592,979  610,768  632,145 

Growth (%) 15.3 9.4 -2.6 4.2 3.0 3.5

Sales-to-New-Listings-Ratio (%) 71.7 60.7 57.9 59.0 59.6 60.0

Housing Starts (‘000s) 75.0 79.1 78.7 68.0 67.7 71.8

Growth (%) 5.5 -0.5 -13.6 -0.4 6.1

Purpose-built Rental Vacancy Rate (%) 2.2 1.6 1.8 1.7 1.7 1.8

Population (‘000s)  13,875  14,071  14,323  14,585  14,836  15,058 

Growth(%) 1.2 1.4 1.8 1.8 1.7 1.5

Sources: Teranet, CREA, CMHC, 2019 to 2021 are forecasts.



6

Central 1 Credit Union

Teranet Residential Sales
2016 2017 2018 2019 2020 2021

Ottawa  27,075  28,254  29,103  30,500  29,500  30,200 

%ch -0.4 4.4 3.0 4.8 -3.3 2.4

Kingston-Pembroke  10,738  11,600  10,617  10,300  10,900  11,300 

%ch 9.9 8.0 -8.5 -3.0 5.8 3.7

Muskoka-Kawarthas  12,455  11,533  9,585  10,100  10,575  10,990 

%ch 8.7 -7.4 -16.9 5.4 4.7 3.9

Toronto  149,883  132,508  111,477  118,000  121,499  125,000 

%ch 4.1 -11.6 -15.9 5.9 3.0 2.9

Kitchener-Waterloo-Barrie  35,504  36,717  30,213  32,400  34,000  35,800 

%ch 10.2 3.4 -17.7 7.2 4.9 5.3

Hamilton-Niagara Peninsula  35,166  33,962  29,635  30,550  31,580  32,300 

%ch 4.7 -3.4 -12.7 3.1 3.4 2.3

London  15,963  17,911  15,819  15,031  15,200  15,684 

%ch 11.2 12.2 -11.7 -5.0 1.1 3.2

Windsor-Sarnia  14,312  15,083  13,724  12,901  13,159  13,422 

%ch 6.6 5.4 -9.0 -6.0 2.0 2.0

Stratford Bruce Peninsula  7,432  8,191  7,232  7,500  7,750  8,000 

%ch 11.6 10.2 -11.7 3.7 3.3 3.2

Northeast  10,705  10,983  10,474  10,296  10,401  10,505 

%ch -4.6 2.6 -4.6 -1.7 1.0 1.0

Northwest  4,051  3,834  3,730  3,538  3,580  3,587 

%ch -8.4 -5.4 -2.7 -5.1 1.2 0.2

Ontario  323,284  310,576  271,609  281,115  288,143  296,787 

%ch 4.9 -3.9 -12.5 3.5 2.5 3.0

Source: Teranet, 2019 to 2021 are forecasts
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Teranet Median Price
2016 2017 2018 2019 2020 2021

Ottawa  315,062  331,086  347,021  365,000  380,000  395,200 

%ch 0.6 5.1 4.8 5.2 4.1 4.0

Kingston-Pembroke  234,714  257,618  280,409  295,000  305,000  314,150 

%ch 4.7 9.8 8.8 5.2 3.4 3.0

Muskoka-Kawarthas  279,563  333,847  353,598  371,278  389,842  405,435 

%ch 10.7 19.4 5.9 5.0 5.0 4.0

Toronto  544,922  626,003  617,598  633,038  652,029  674,850 

%ch 14.3 14.9 -1.3 2.5 3.0 3.5

Kitchener-Waterloo-Barrie  359,178  428,672  442,296  455,565  469,081  487,844 

%ch 12.9 19.3 3.2 3.0 3.0 4.0

Hamilton-Niagara Peninsula  327,030  388,539  414,609  433,266  454,930  477,676 

%ch 9.8 18.8 6.7 4.5 5.0 5.0

London  249,900  281,614  329,242  339,119  349,293  366,757 

%ch 9.3 12.7 16.9 3.0 3.0 5.0

Windsor-Sarnia  179,756  206,801  231,850  236,487  241,217  248,453 

%ch 6.4 15.0 12.1 2.0 2.0 3.0

Stratford Bruce Peninsula  244,230  269,114  294,653  306,439  315,632  328,258 

%ch 6.2 10.2 9.5 4.0 3.0 4.0

Northeast  186,378  198,372  197,361  201,308  204,785  209,290 

%ch 2.6 6.4 -0.5 2.0 1.7 2.2

Northwest  183,588  200,000  197,875  196,672  201,420  207,060 

%ch 0.8 8.9 -1.1 -0.6 2.4 2.8

Ontario  380,701  421,055  434,529  447,565  463,230  481,759 

%ch 9.4 10.6 3.2 3.0 3.5 4.0

Source: Teranet, 2019 to 2021 are forecasts
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Teranet Residential Sales
2016 2017 2018 2019 2020 2021

Ottawa  20,289  21,283  19,964  20,483  20,892  21,456 

%ch -1.4 4.9 -6.2 2.6 2.0 2.7

Kingston  3,377  3,830  3,462  3,500  3,597  3,687 

%ch 1.9 13.4 -9.6 1.1 2.8 2.5

Peterborough  3,040  2,754  2,385  2,457  2,530  2,593 

%ch 13.0 -9.4 -13.4 3.0 3.0 2.5

Toronto  142,788  126,082  105,783  110,014  112,764  116,034 

%ch 4.3 -11.7 -16.1 4.0 2.5 2.9

Oshawa  10,109  9,907  8,183  7,365  6,996  7,136 

%ch 4.9 -2.0 -17.4 -10.0 -5.0 2.0

KCW  11,958  13,077  10,932  11,479  12,053  12,692 

%ch 13.6 9.4 -16.4 5.0 5.0 5.3

Barrie  6,324  5,753  4,930  5,152  5,312  5,551 

%ch 11.5 -9.0 -14.3 4.5 3.1 4.5

Guelph  3,831  3,997  3,262  3,327  3,493  3,685 

%ch -2.1 4.3 -18.4 2.0 5.0 5.5

Hamilton  17,134  16,265  14,834  15,353  15,737  16,051 

%ch -1.3 -5.1 -8.8 3.5 2.5 2.0

SCN  11,604  11,278  9,056  9,192  9,468  9,752 

%ch 13.7 -2.8 -19.7 1.5 3.0 3.0

London  11,820  13,542  12,134  11,526  11,734  12,027 

%ch 9.4 14.6 -10.4 -5.0 1.8 2.5

Windsor  8,260  8,565  7,571  6,966  7,084  7,190 

%ch 8.4 3.7 -11.6 -8.0 1.7 1.5

Greater Sudbury  2,634  2,581  2,695  2,663  2,717  2,766 

%ch -2.2 -2.0 4.4 -1.2 2.0 1.8

Thunder Bay  2,163  2,131  1,994  1,924  1,929  1,939 

%ch -5.9 -1.5 -6.4 -3.5 0.3 0.5

Source; Teranet, 2019 to 2021 are forecasts

Note: SCN = St. Catharines-Niagara, KCW = Kitchener-Cambridge-Waterloo
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Teranet Median Price
2016 2017 2018 2019 2020 2021

Ottawa  342,345  358,435  376,715  400,072  420,075  441,079 

%ch  2.4  4.7  5.1  6.2  5.0  5.0 

Kingston  277,233  303,292  326,949  342,275  358,319  376,235 

%ch  5.2  9.4  7.8  4.7  4.7  5.0 

Peterborough  285,913  346,160  379,391  398,361  418,279  435,010 

%ch  10.6  21.1  9.6  5.0  5.0  4.0 

Toronto  558,106  630,660  633,182  652,178  668,482  681,852 

%ch  14.6  13.0  0.4  3.0  2.5  2.0 

Oshawa  437,899  519,786  514,588  504,296  511,861  522,098 

%ch 16.5 18.7 -1.0 -2.0 1.5 2.0

KCW  329,803  400,820  415,250  427,707  440,538  458,160 

%ch  6.8  21.5  3.6  3.0  3.0  4.0 

Barrie  379,626  475,489  458,371  472,123  486,286  503,306 

%ch 16.3 25.3 -3.6 3.0 3.0 3.5

Guelph  370,750  449,431  458,869  472,635  493,904  516,129 

%ch  9.5  21.2  2.1  3.0  4.5  4.5 

Hamilton  393,569  467,118  468,986  485,401  499,963  514,962 

%ch  12.2  18.7  0.4  3.5  3.0  3.0 

SCN  257,339  317,603  352,008  364,328  375,258  386,516 

%ch  12.0  23.4  10.8  3.5  3.0  3.0 

London  249,809  286,543  331,530  344,791  355,135  364,369 

%ch  6.1  14.7  15.7  4.0  3.0  2.6 

Windsor  182,911  217,094  241,843  247,889  252,847  257,903 

%ch  6.6  18.7  11.4  2.5  2.0  2.0 

Greater Sudbury  234,895  245,700  248,894  252,227  257,524  262,674 

%ch  1.3  4.6  1.3  1.3  2.1  2.0 

Thunder Bay  207,660  222,196  223,085  225,677  232,447  238,956 

%ch  6.9  7.0  0.4  1.2  3.0  2.8 

Source; Teranet, 2019 to 2021 are forecasts
Note: SCN = St. Catharines-Niagara, KCW = Kitchener-Cambridge-Waterloo
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