New Housing Price Index, December 2020

Released at 8:30 a.m. Eastern time in The Daily, Thursday, January 21, 2021

The growth in new home prices slowed for the third consecutive month, rising 0.3% in December compared with
November. Despite the recent slowdown, new home prices were up 4.6% year over year in December.

This article includes monthly analysis as well as a review of changes in new housing prices over the past year. It will
also shed some light on why housing prices continued to rise throughout the year, despite the pandemic.
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New Housing Price Index, monthly change

New home prices rose in 17 of the 27 census metropolitan areas (CMAs) surveyed in December, with prices in
Oshawa (+3.1%) growing at the fastest pace. Builders in Oshawa tied the increase to strong market conditions over
the past months. Employment data also supported the demand for housing in the city, as Oshawa led all CMAs in
employment growth in December (+3.2% year over year). General Motors also recently announced that an
assembly plant will reopen in Oshawa, which is expected to create 2,300 new jobs. The city is also a more
affordable option for home buyers compared with nearby Toronto (60 kilometres away). According to the latest
national population estimates, the Oshawa CMA posted the fastest population growth (+2.1%) from July 2019 to
July 2020.

New home prices edged down 0.2% in Edmonton, driven by lower negotiated selling prices. This CMA had the only
monthly decline in December.
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New housing market: The year 2020 in review

Nationally, new housing prices were up 2.1% in 2020 compared with 2019, though they had edged down 0.1%
from 2018 to 2019.

The year started with prices up 0.7% from January to March at the national level. However, at the onset of the
pandemic—as strict public health measures came into effect—the growth in new home prices paused, showing little
or no movement in April (0.0%), May and June (both up 0.1%). The second half of 2020 saw most of the housing
price gain—increasing 3.7% from June to December—despite the ongoing pandemic.

Why did new house prices rise during the pandemic?

New housing prices generally fall during times of high unemployment and economic uncertainty and the
COVID-19 pandemic has caused the largest economic shock of our lifetime. During the global recession
in 2008-2009, new housing prices fell 2.3% in 2009 compared with the previous year. However, new home prices
rose 2.1% in 2020 compared with 2019. How did this happen? The answer lies in how the pandemic has changed
our world and some of those changes have contributed to higher new home prices.

Working from home is an important catalyst for housing demand

As Canadians adjusted to the new reality of working from home on a more permanent basis during the pandemic,
demand for living space to accommodate personal and family needs grew. This could be the most significant factor
in the rise in prices for new single-family homes in 2020.

Strong macroeconomic conditions

The Bank of Canada lowered its policy interest rate from 1.75% in January to 0.25% in late March to ease the
impact of COVID-19 on the overall economy, and it has since maintained this rate. Historically low borrowing costs,
coupled with increased disposable income, created an environment conducive to the growth in new home prices.

Soaring lumber prices push new home prices higher

The strong demand for housing, combined with an increase in renovation activities due to the continued
stay-at-home orders and with reduced operations at sawmills last spring, all contributed to a surge in lumber prices
across Canada. According to various sources, it is estimated that higher lumber prices could add at least $8,000 to
$10,000 to the cost of building a single-family home.

A hot housing market is creating opportunities for the new home segment

According to the Canadian Real Estate Association, there were 2.1 months of available inventory in the existing
housing market nationally at the end of December 2020—the lowest reading on record for this measure. As well,
the national sales-to-new listings ratio was 77.4% in December, making it a seller's market in most cities and
pushing buyers to the new home market due to the low inventory of existing homes.

Regional highlights for 2020
Ottawa, Montréal and Kitchener—Cambridge—Waterloo are Canada's hottest markets

Ottawa (+11.6%) saw the largest increase in new home prices in 2020 compared with 2019, followed by Montréal
(+7.9%). Both CMAs led the price growth throughout the year.

On top of the strong demand and low inventory of available homes, both the Ottawa and Montréal CMAs are
excluded from the foreign buyer tax currently in effect in Toronto and Vancouver, making the cities more attractive to
potential homebuyers.
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Kitchener—Cambridge—Waterloo (+6.2%) recorded the third largest new home price increase in 2020 compared
with 2019. The relative affordability of this CMA compared with Toronto, combined with a rapidly growing technology
sector, sustained demand for new homes in the region throughout the year.

Slower price growth in Canada's most expensive housing markets

New housing prices continued to rise in Vancouver (+1.3%) and Toronto (+0.9%) in 2020, as demand for
single-family homes increased due to the pandemic.

New house price growth accelerates in cities near Toronto

With more people opting to live outside Canada's largest urban centres and given the flexibility to work remotely
because of the pandemic, interest from homebuyers in more affordable housing markets outside Toronto grew.
Guelph (+4.3%), St. Catharines—Niagara (+3.7%), Hamilton (+2.9%) and Oshawa (+1.6%) all saw new home prices
rise at a faster pace in 2020 than in 2019.

Weak new housing market in Alberta and Saskatchewan
Weak economic conditions in resource markets, which were hit hard by volatility of oil prices, led to lower new home
prices year over year in Regina (-3.9%), Calgary (-1.1%), Edmonton (-0.7%) and Saskatoon (-0.5%) in 2020. These

were also the only four CMAs to show a price decline over this period.

Calgary, Edmonton and Regina continued to show signs of overbuilding in 2020, as reported in the Canada
Mortgage and Housing Corporation's most recent Housing Market Assessment (PDF, 845 kb).
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Chart 2
New house prices are up 0.3% at the national level, from November to December
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Outlook: New house prices projected to rise in 2021

We expect the new reality of working from home to become part of the routine for many Canadians. This will
continue to lead to higher demand for living spaces and for single-family homes in order to accommodate individual
and family needs.

These circumstances will further strengthen prices for single-family homes—especially in the relatively more
affordable suburban markets. As a result, new home prices are expected to trend upward, especially in hotter
markets where demand is high, because builders are selling homes very quickly and the inventory of available
homes remains at historically low levels.
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Additionally, demand for housing will continue to grow, driven by currently low borrowing costs as well as the
vaccine rollout, which will bring renewed optimism and contribute to the gradual reopening of the economy. We may
also see more builders offer personalized home features such as office space, extra rooms and bigger yards to
meet the new and changing needs of buyers.

Note to readers

The New Housing Price Index (NHPI) measures changes over time in the selling prices of new residential houses. The prices are those
agreed upon between the contractor and the buyer at the time of signing of the contract. The detailed specifications pertaining to each
new house remain the same between two consecutive periods.

The prices collected from builders and included in the index are market selling prices less value-added taxes, such as the federal Goods
and Services Tax or the provincial harmonized sales tax.

The survey covers the following dwelling types: single homes, semi-detached houses, and townhouses or row homes. The index is
available at the national and provincial levels and for 27 census metropolitan areas (CMAS).

The index is not subject to revision and is not seasonally adjusted.

In addition to this monthly release, the NHPI has also been integrated into the Residential Property Price Index (RPPI). The RPPI is a
quarterly series that measures changes over time in the prices of residential properties for Montréal, Ottawa, Toronto, Calgary, Vancouver
and Victoria. An aggregate for these six census metropolitan areas is also available. The RPPI provides a price index for all components
of the housing real estate market—new and resale—in addition to a breakdown between houses and condominium apartments.

Products

The article "The resilience and strength of the new housing market during the pandemic"” examines the changes in new home prices in
Canada for the 27 surveyed CMAs captured in the NHPI and compares the ranking of cities based on prices six months into the
pandemic (August compared with February).

A study called "Price trends and outlook in key Canadian housing markets" looks at where the housing market was at the onset of the
COVID-19 pandemic, sheds light on what has happened since then, and explores the challenges of the Canadian market going forward.

The infographic "The impact of COVID-19 on Key Housing Markets," part of the series Statistics Canada — Infographics (11-627-M), is
available. It provides an outlook of the housing market before, during and after COVID-19.

The "New Housing Price Index: Interactive Dashboard," which allows users to visualize statistics on new housing prices, is available.

The "Housing Market Indicators" dashboard, which provides access to key housing market indicators for Canada, by province and by
CMA, is also available.

For more information on the topic of housing, visit the housing statistics portal.

The video "Producer Price Indexes" is available on the Statistics Canada Training Institute webpage. It provides an introduction to
Statistics Canada's Producer Price Indexes: what they are, how they are compiled and what they are used for.

Statistics Canada launched the Producer price indexes portal as part of a suite of portals for prices and price indexes. This webpage
provides users with a single point of access to a wide variety of statistics and measures related to producer prices.

Next release

The New Housing Price Index for January will be released on February 18.
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Table 1

New Housing Price Index—not seasonally adjusted?
Relative December November December November to December
importancez 2019 2020 2020 December 2019 to
2020 December
2020

% (December 2016=100) % change

Canada 100.00 103.4 107.9 108.2 0.3 4.6
House only 102.8 108.0 108.3 0.3 5.4
Land only 104.4 107.8 108.0 0.2 34
St. John's 0.41 97.4 100.5 100.7 0.2 3.4
Charlottetown 0.14 102.0F 106.55 106.55 0.0F 4.4F
Halifax 0.81 102.5 110.1 110.1 0.0 7.4
Saint John, Fredericton and Moncton3 0.47 102.7 104.2 104.2 0.0 15
Québec 0.49 100.9 104.8 106.0 1.1 5.1
Sherbrooke 0.18 103.4 104.0 104.0 0.0 0.6
Trois-Riviéres 0.09 103.1 107.6 107.6 0.0 4.4
Montréal 3.51 111.6 121.3 122.0 0.6 9.3
Ottawa—Gatineau (Quebec part) 0.39 105.7 112.0 112.8 0.7 6.7
Ottawa—Gatineau (Ontario part) 4.42 118.0 134.1 135.6 11 14.9
Oshawa 1.37 103.2 107.4 110.7 3.1 7.3
Toronto 29.1 102.5 105.1 105.5 0.4 29
Hamilton 2.06 104.4 110.7 111.7 0.9 7.0
St. Catharines—Niagara 2.09 107.4 114.7 115.2 0.4 7.3
Kitchener—Cambridge—Waterloo 2.15 107.8 117.3 118.4 0.9 9.8
Guelph 0.68 107.0 114.4 1145 0.1 7.0
London 2.08 114.4 118.1 119.0 0.8 4.0
Windsor 1.04 107.8 1131 1134 0.3 5.2
Greater Sudbury 0.13 101.6 104.2 104.7 0.5 3.1
Winnipeg 2.22 105.1 109.1 109.1 0.0 3.8
Regina 0.72 94.9 92.4 92.7 0.3 -2.3
Saskatoon 1.16 96.9 96.9 97.1 0.2 0.2
Calgary 7.83 97.2 97.3 97.3 0.0 0.1
Edmonton 7.3 97.2 98.4 98.2 -0.2 1.0
Kelowna 1.88 103.4 106.8 106.8 0.0 3.3
Vancouver 25.11 106.2 112.8 112.8 0.0 6.2
Victoria 2.16 101.8 106.5 107.7 1.1 5.8

... not applicable
E use with caution
1. Values have been rounded.

2. The relative importance is calculated using a price-adjusted three-year average of the sales values of singles, semi-detached and townhouses or row homes for

each census metropolitan area.

3. To maintain the accuracy of the index, Saint John, Fredericton and Moncton are published together.
Note(s): View the census subdivisions that make up the census metropolitan areas online.

Source(s): Table 18-10-0205-01.
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Available tables: table 18-10-0205-01.
Definitions, data sources and methods: survey number 2310.
For more information, or to enquire about the concepts, methods or data quality of this release, contact us

(toll-free 1-800-263-1136; 514-283-8300; STATCAN.infostats-infostats. STATCAN@canada.ca) or Media
Relations (613-951-4636; STATCAN.mediahotline-ligneinfomedias.STATCAN@canada.ca).
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