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HIGHLIGHTS

e According to the deeds published in the Land
Register of Quebec and compiled by JLR, an Equifax
company, in the third quarter of 2022 compared to
the same period in 2021, the number of sales has
decreased for all types of residential properties:
single-family homes (-17%), condominiums (-23%)
and 2 to 5 dwellings (-29%)

* Themedian priceincreasedin all residential sectors:
single-family homes (+15%), condominiums (+12%)
and 2 to 5 dwellings (+13%).

e Sales decreased in all census metropolitan areas
and for all property types, with the exception of
condominiums in Saguenay, which registered a
9% increase.

OVERVIEW OF THE RESIDENTIAL SALES MARKET

The second quarter of 2022 marked a turning point in
the evolution of sales in the Quebec housing market,
where median prices for each property category
reached an all-time high. In the third quarter, this
slowdown in sales continued, but more moderately
compared to many other Canadian provinces. Back-to-
back sharp increases of the policy interest rate during
2022, similar in magnitude to those seen in the 1990s,
have halted the first quarter's momentum, which was
again noticeable in the second quarter. With further
interest rate increases likely in the coming months, the
following months are not expected to be as strong as
the beginning of the year. This environment is fueling
buyer fear, and many buyers have decided to pause
their buying decision. As a result, the supply-demand
relationship condition has improved in the recent
months. According to APCIQ data, the number of active
listings increased by 26% in the third quarter of 2022.

During this quarter, single-family sales were down
17% compared to the same period in 2021. A total of
20,673 transactionswererecorded.Thisnumberofsales
is lower than the average number of transactions prior
to the pandemic since the 2012 low. The most affected
sector in this quarter was the 2 to 5 dwelling sector, with
a decrease in sales of -29% compared to the 2021 third
quarter, for a total of 3,571 transactions. For the condo-
minium sector, the total number of sales was 8,406,
which is a 23% decrease from the same period last year.
These sharp reductions in sales resulted in an increase
in actual listings, which has not been seen since 2015.

Chart 1: Number of Residential Sales in Quebec by
Property Type

As for prices, they continue to rise, but at a modest
pace. In fact, once inflation is subtracted, prices are
more stable. With the significant drop in sales resulting
from the weakening of household purchasing power
and the gradual departure of investors from several
markets, the accumulation of active listings has led
to a cooling of prices in the markets most exposed
to overvaluation. Some buyers continued to pursue
their dream of homeownership but their budgets may
have been cut back, which might be reflected in price
growth in subsequent quarters.

For single-family homes, the median price increase
was 12%, reaching $387,000, which is still higher
than inflation in Quebec. During the third quarter, the
Consumer Price Index in Quebec increased by 6.5%
over the same period. A 12% price increase was also
observed forcondominiumsin the third quarter of 2022
compared to the same period in 2021, while for buil-
dings with 2 to 5 dwellings, the gain only reached 13%.

Chart 2: Median Price by Property Type in Quebec
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TRENDS BY CMA

It was a difficult quarter for the Quebec City census
metropolitan area (CMA). The number of sales de-
creased for all building categories analyzed, except
for Saguenay. However, the number of transactions
analyzed in this CMA was low, so one has to be careful
in the results interpretation. The quarter was particu-
larly bad for the sale of properties with 2 to 5 units, with
decreases in transactions ranging from 19% to 39%.
In the Montreal CMA, single-family home sales de-
creased by 20% and condominium sales by 27%.

The Gatineau and Sherbrooke areas stood out with
prominent decreases in sales for all types of residen-
tial properties analyzed. In Gatineau, the decreases
were major: single-family homes (-25%), condomi-
niums (-29%) and 2 to 5 units (-32%).

Chart 3: Changes (%) in Residential Sales by Property
Type in Q3 2022 Relative to Q3 2021

Despite the decrease in sales in Quebec's CMAs,
prices in all CMAs increased. Trois-Rivieres topped
the list with the largest increases in all three building
categories (single-family home +31%, condominium
+39% and 2 to 5 units +36%). The CMA that registered
the smallest price increases was Quebec, particularly
for single-family homes (+8%). As for the Montreal
CMA, it showed a 12% increase for single-family
homes, reaching a median price of $555,000, and an
11% increase for condominiums, with a median price
of $400,000.

Chart 4: Percent change in median price by property
type in Q3 2022 vs. Q3 2021

ECONOMIC ANALYSIS

Rapid price appreciation over the past two years is
representative of a housing market where demand far
exceeded supply. Ultra-low mortgage interest rates
have offset some of the price appreciation, keeping
monthly mortgage payments affordable for many
households. However, with mortgage interest rates ri-
sing rapidly since the beginning of 2022 (last increase
of 50 basis points was on October 26), the under-
lying dynamics of the housing market are changing,
putting homeownership out of reach for millions of
potential first-time buyers. In fact, the ratio of average
homeownership costs (mortgage debt service being
the largest component) to average household dispo-
sable income, as measured by the Bank of Canada’s
affordability index, has risen to 0.45, the highest
level since the late 1990s. The combination of rising
borrowing costs, high inflation and a slowing labour
market marks the end of the period of housing market
strength.

Over the next few months, Quebec home prices may
fall significantly from their peak during the pandemic.
Especially if energy and agricultural prices rebound.
In that case, interest rates can be expected to rise
further,and the prospect of a majorrecession becomes
more likely. The inflation shock would likely lead to
layoffs as sentiment weakens. However, while reduced
demand will lead to price declinesin the short-medium
term, demographics will provide a significant relieve
in the medium to long term, as many members of the
millennial generation have entered their 30s, the best
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years to start a family and buy a home. In addition,
household balance sheets are strong overall, with
savings exceeding pre-pandemic levels for many
Quebec households.

METHODOLOGY

Some regions have too few data to obtain reliable statis-
tics. The minimum threshold required is 30 transac-
tions to calculate the median price. The data used
were compiled by JLR from transactions published
in the Quebec Land Registry. To obtain representative
statistics of the real estate market, some sales data are
eliminated for statistical calculations. Thus, sales with
a transaction value of less than $5,000, tied selling,
foreclosures sales, undivided sales and multiple sales
are not included in the statistics reported in this study.

DEFINITIONS AND NOTES

Median price: The price that divides the data in two:
around 50% of sales were concluded at a price higher
than the median price and around 50% at a lower price.
The median price is preferred to the average price
because it is not affected by extreme values.

Residential property: This category of property
includes single-family homes, condominiums and
properties with 2 to 5 dwellings.

Prior notice: Notification through which a person
informs another individual of his intent to exercise
his hypothecary right (taking in payment, sales by
judicial authority, sales by the creditor and taking
possession for purposes of administration). Prior notices
for nonpayment of immovable taxes are not included.

Repossession: It is either a hypothecated property
abandoned voluntarily for the benefit of its mortgagee
(lender), a giving in payment or a judgment ordering
the (forced) repossession of a property due to the
default of payment of the debt.

Legal hypothec: Hypothec resulting solely from the
law.

Variation: Variations are calculated relative to the same
period in the previous year due to the seasonal nature
of the real estate data.

FOR MORE DETAILS

Check the Real Estate Radar for more information on
sales, bad debts and the socio-demographic profile

of your sector.

Consult the JLR publications at this address :
https://solutions.jlr.ca/publications/prime-studies
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ABOUT JLR

JLR's mission is to provide financial institutions,
government agencies, private companies and
real estate professionals with information about a
property or a sector. JLR thus allows to analyze the
market, to evaluate a property, to manage a real
estate portfolio, to prevent the risk and to reach a
target clientele.

LEGAL NOTICE

This document / paper is published by JLR inc.
JLR authorizes any reasonable use of the content
of this document. This paper is for informational
purposes only and is not legal advice and should
not be used, or interpreted, as legal advice.
The information is provided as is without any
representation, warranty or guarantee of any
kind, whether express or implied. JLR inc. will not
under any circumstances be liable to you or to
any other person for any loss or damage arising
from, connected with, or relating to the use of this
presentation by you or any other person. Users
of this informational presentation should consult
with their own lawyer for legal advice.

TERMS OF USE

No use of JLR's name, logo or other official trade-
marks is authorized unless JLR has given prior
written consent. Whenever the content of a JLR
document is used, reproduced or transmitted,
including statistical data, the source should be
indicated as follows: “Source: JLR.ca"” or, as appro-
priate, "Adaptation of data from JLR.ca".

©2022, JLR Inc, an Equifax Company. All rights
reserved. JLR™ is a trademark of JLR Inc., an
Equifax Company.
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