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Sales Fall to 14-Year Low but Prices Still Manage 9% Growth in 2022

Summary Points

e MLS home sales dropped below normal levels for the ninth consecutive month in
December, posting a 48% annual decline to 3,117 transactions — the lowest December
level since the onset of the financial crisis in 2008 and 30% below the 20-year average.

e For 2022 as a whole, sales totaled 75,131 transactions, down 38% from the record high in
2021 (121,611) and representing a 14-year low. The 20-year average for annual sales was
89,376.

o Despite the decline in sales in 2022, supply stayed below historic norms as homeowners
held back on listings their properties for sale and new housing completions remained low.
Active listings at year-end totaled 8,964 homes, 27% below the 20-year average (11,952).
For context, the last time sales were this low back in 2008, active listings totaled 21,742.

¢ The 2.8 months of supply on the market at year-end was directly in line with the 20-year
average (2.9 months), which has helped to provide some support for prices.

e Average sale prices were $1.05 million in December, representing a 9.2% decline from
last year's December high ($1.16 million) but remaining 12.8% higher than the average
from two years ago ($932K). Compared to the absolute peak in February 2022 ($1.33
million), average prices have decreased by 21.2%

¢ Due to the strong increase in prices in late 2021/early 2022, the overall average price
increase for 2022 was 8.6%, which followed 17.8% growth in 2021 and 13.5% growth in
2020. In 2008, the last time sales were this low, average price growth was 0.7%. The 20-
year average for GTA resale price growth was 7.7%.
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Summary Charts for December 2022

Demand Indicators
Total MLS Sales Total MLS Sales
Greater Toronto Area: 2003 to 2022, December Periods GreaterTorontoArea: 2003 to 2022, Annual Periods
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Supply Indicators
MLS Active Listings MLS Active Listings and Months of Supply
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Price Indicators
" : Year-over-Year Change in Average Resale Prices
Average Monthly MLS Selling Prices (All Types) .
Greater Toronto Area: Dec-2012 to Dec-2022 Greater Toronto Area: 2003 to 2022, Annual Averages
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The Condo Market Outperformed in 2022

GTA MONTHLY HOUSING REPORT

e The condo market outperformed in 2022, with its share of total sales reaching a four-year high
of 29% and prices rising by an average of 11%. Detached homes saw their share of total sales
decline to a four-year low of 45%, with slower overall annual average price growth of 7%.
However, this followed detached price growth averaging 25% in 2021.

e Over the last 10 years, average annual price growth has been strongest for semis/rows/towns
at 10.1% per year, compared to an average of 9.8% annual growth for detached homes and
8.6% for condos.

e Comparing December average prices to a year ago, detached vales were down 13.4%, while
average prices for semis/rows/towns declined 13.9% and condo prices were essentially flat (-
0.9%).

e Atyear-end, inventory levels were highest for condo apartments at 3.6 months of supply, which
was still considered a balanced level. Lower supply levels of 2.8 months and 1.9 months were
found in the detached and semi/row/town categories, respectively, which will help support low-
rise prices going forward.

MLS Sales Distributionby Housing Type MLS Months of Supply by Housing Type
Greater Toronto Area: 2012 to 2022, annual periods Greater TorontoArea: 2012 to 2022, December periods
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Prices Grew the Most in Durham Region Markets in 2022

o The top 10 markets in the GTA for average price growth in 2022 (the year as a whole) were
concentrated in the east and west ends of the GTA. Annual price growth was led by the Durham
Region communities of Brock and Scugog, posting increases of 15.6% and 12.9%,
respectively. Western GTA markets of Brampton and Vaughan ranked third and fourth with
average annual growth of 12.4% and 12.3%, with Oshawa, the largest market in Durham,
ranked fifth in the GTA for price growth in 2022 at an average annual increase of 12.0%. Other
Durham markets also made the top 10, including Ajax (+11.6% growth) and Whitby (+11.1%
growth), trailing behind Burlington in sixth place with 11.8% annual price growth.

Top 10 Market for Average Annual Price Growth
Greater Toronto Area: 2022 vs. 2021
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Prices Relatively Stable in December for Detached Homes and Condos in the Core

¢ Isolating the December results by housing type and region, annual sales declines were fairly
equal across the market, while the largest declines in median prices were found for detached
homes in Toronto East and Peel Region, and semis/rows/towns in Halton Region — all posting
19% annual price decreases. At the same time, however, supply levels for detached homes
were lowest in Toronto East at 1.7 months, suggesting support for prices going forward.
Relatively mild price decreases in December were found amongst Central Toronto detached
homes and City of Toronto condos, both recording 2% annual price declines.

MLS Market Summary by Area and Housing Type
Greater Toronto Area: December 2022
Detached Semi/Row/Town Condo Apartment

Median Mths of Mths of Median Mths of

Sales  YIY% Price YIY% | Supply | Sales Y/Y % | Median Price Y/Y% | Supply | Sales Y/Y % Price YIY% | Supply
Toronto West 116 -38% $1,147,500  -14% 2.8 69 -40% $871,957 -7% 2.3 123 -52% $595,000 0% 3.6
Toronto Central 91 -45% $2,050,000 -2% 3.6 57 -56% | $1,071,842 -13% 33 407 -58% $681,000 -1% 3.8
Toronto East 103 -52% $1,040,000 -19% 1.7 67 -44% $867,276 -15% 1.4 116 -45% $547,500 -2% 25
City of Toronto 310 -45% $1,245,000 -12% 2.7 193 47% $932,289 -10% 2.3 646 -55% $635,000 -2% 3.5
Halton Region 170 -26% $1,373,250  -13% 2.8 81 -53% $818,395 -19% 21 53 -35% $585,000 -6% 4.2
Peel Region 255 -52% $1,169,000 -19% 3.1 210  -53% $844,738 -15% 1.9 111 -56% $568,000 -9% 3.6
York Region 289 -48% $1,500,000 -12% 29 152 -43% $986,276 -17% 1.7 125 -43% $638,000 7% 3.0
Durham Region 240 -40% $914,950 -18% 1.9 106 -49% $719,552 -16% 1.3 25 -50% $522,500 -7% 4.6
905 Region of GTA 954 -45% $1,241,800 -15% 2.7 549 -50% $855,900 -16% 1.7 314 -48% $595,100 7% 3.8

Source: Urbanation Inc., TRREB
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Key Takeaways

2022 was an adjustment year for the GTA housing market, which occurred following
overheated market conditions in 2021 and aggressive interest rate increases by the Bank of
Canada to combat quickly rising inflation.

While sales activity has remained well below normal over the past nine months as market
uncertainty grew and affordability worsened, the vast majority of the price correction so far
happened during the initial few months of the slowdown. This means that only a very small
portion of buyers over the last two years have seen the value of their home purchase decline.
Almost all current homeowners saw growth in the value of their homes when looking at 2022
as whole, with prices up substantially since the start of the pandemic.

Over the past six months since July, prices have largely trended sideways despite most of
the interest rate increases in 2022 having occurred during this time. This speaks to the low
structural supply levels in the GTA, occurring as housing construction failed to keep pace
with population growth in recent years and strong credit quality kept mortgage delinquencies
at record low levels.

With markets pricing in an economic slowdown and downward pressure on inflation,
Government of Canada bond yields have receded and fixed-term mortgage rates have slid
below 5% at some lenders. While the stress test rate at close to 7% continues to act as a
barrier for many buyers, declining interest rates have helped improve affordability recently as
prices have declined and incomes have grown amid a strong labour market.

Buyer confidence is expected to improve in 2023 as rates stabilize, which should begin to
unleash some pent-up demand and lift sales activity off their recent lows. While supply is also
likely to increase this year as homeowners who put off listing last year enter the market, an
increased number of homeowners face financial difficulties due to the increase in rates, and
condo completions rise to record highs, prices are expected to bottom early this year before
experiencing a modest recovery in the second half of 2023. Note that it could take an
extended period of time before prices return to their peak February 2022 level.

In 2023, the market is expected to continue adjusting from overheated conditions during the
ultra-low interest rate environment of the pandemic. In that sense, sales levels are likely to
remain below average and price growth will be minimal.

The long-term outlook for the market remains positive, as demand will be boosted by record
levels of immigration (most newcomers will initially rent and enter the ownership with a 2-5-
year lag) and supply will begin to decline as new home sales have dropped, supporting
growth in prices.




