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Discussion Topics

Bank of Canada Rate & Prime Rate Forecast

Bond Yields & Fixed Rate Movement and Strategies
Key Economic Dates for 2024

Renewal Crisis Ahead - Or more spoke than fire?

A Deep Dive on Condo Supply - Opportunities ahead?
Other Timely Mortgage Topics to Consider

Q&A



Bank of Canada Rate & Prime Rate
Updates & Forecast
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Bank of Canada Overnight Rate & Prime Rate Ouflline.
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History of BofC Overnight Rate and Prime Rate
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meeting will be March 6, 2024.



Bank of Canada Update (Jan 24th, 2024 Announcement) Oulline.

The Bank of Canada kept their overnight rate unchanged (remains at
5.0%). Key quotes from their press release were as follows:

FINANCIAL

“In Canada, the economy has stalled since the middle of 2023 and [GDP] growth will
likely remain close to zero through the first quarter of 2024.”

“...supply has caught up with demand and the economy now looks to be operating in
modest excess supply.”

“Labour market conditions have eased, with job vacancies returning to near pre- Bk = O FH -
pandemic levels and new jobs being created at a slower rate than population growth.” . . —

“CPl inflation ended the year at 3.4%. Shelter costs remain the biggest contributor to above-target inflation. The Bank expects
inflation to remain close to 3% during the first half of this year before gradually easing, returning to the 2% target in 2025.”

January 24, 2024 - Closing paragraph wording December 6, 2023 - Closing paragraph wording
“The Council is still concerned about risks to the “Governing Council is still concerned about risks to the
outlook for inflation, particularly the persistence in outlook for inflation and remains prepared to raise the

underlying inflation.” policy rate further if needed.”



Bank of Canada Overnight Rate & TRREB Home Sales
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Interest Rate vs. Average Price Correlation Oulline.
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Bank Prime Rate & Avg. Price Change (%) for All TRREB Zones and ALL PROPERTY TYPES
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Where is the Bank of Canada
Overnight Rate Headed?

Major Banks’ Forecasts for 2024 and 2025
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2024/2025 Overnight Rate Forecasts - Where To Next? Outline.

FINANCIAL

Recent Major Bank
Forecast Range of
Overnight Rate*

*For illustrative purposes only and
subject to change at any time.
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Bank of Canada

Overnight Rate Forecast

(Big 6 Bank Forecasts - Bank Name and "As at Date")

e CIBC (lan 24, 2024) NBC (Dec 19, 2023) RBC (Dec 19, 2023)

—SCOTIA (Dec 15, 2023) TD (Jan 9, 2024) BMO (Jan 19, 2024)
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2024 Forecasted Drop of -1.00% to 1.75%
Equates to BoC Rate of 3.25% to 4.00%
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2024/2025 Overnight Rate Forecasts - Where To Next? Outline.

FINANCIAL

Bank of Canada Overnight Rate Forecast

Recent Major Bank _ . !
Forecast Range of (Big 6 Bank Forecasts - Bank Name and "As at Date")
Overnight Rate™ e C|BC (Jan 24, 2024) NBC (Dec 19, 2023) RBC (Dec 19, 2023)
e SCOTIA (Dec 15, 2023) TD (Jan 9, 2024) BMO (Jan 19, 2024)
DyENndor cVZo :
PrEndota
Forecasted BoC Rate Drops 6.00 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
of between |
-1.75% and -2.75% 5.00

Equates to a BoC Rate of *'\ 4.00
between 4.00 -

2.25% to 3.25% k

3.00 E 3.25

(If Prime Rate dropped in line 3.25 — ~
with BoC Rate, it would be 295
4.45%to 5.45%) 2.00
2024 Forecasted Drop of -1.00% to 1.75% 2025 Forecasted Drop of -0.50% to -1.25%
1.00 Equates to BoC Rate of 3.25% to 4.00% Equates to BoC Rate of 2.25% to 3.25%
Note: at the time of writing, the Equates to Prime Rate of 5.45% to 6.20% Equates to Prime Rate 4.45% to 5.45%
“market” is pricing in about a -1% drop
by the end of 2024. )

End of Q4 End of Q1 End of Q2 End of Q3 End of Q4 End of Q1 End of Q2 End of Q3 End of Q4

*This slide is for illustrative purposes 2023 2024 2024 2024 2024 2025 2025 2025 2025
only and subject to change at any time.



Bond Yields &
Fixed Rate Mortgage Movement & Strategies

oulline.

IIIIIIIII



Recent Bond Yield Changes & Impact on Qualification Ouftline.

FINANCIAL

Canada 3-Year Bond Yield

I Toronto Currency in CAD - Disclaime .
Bond yields have dropped
A4.005 +0.034 (+0.86%) recently, what could it mean
I for you?
- Example chart showing recent
General Chart Technical Forum fluctuationin 3-year bond
Overview storical Data Yields.
ol 1 5 15 30 H 5H |1D W 1M Technical Chart = . Over 1OObpS (1%) drop in
Canada 3-Year # 4.005 +0.034 (+0.86%) i bond yields from October

2023 until the inflation results

Y on January 15th. Has jumped
4500C 25bps (0.25%) since then.
___________________________________________________________________________________________________ 50 - What is the impact on pre-

approvals or approvals?



Recent Bond Yield Changes & Impact on Qualification Oulline.

Sample Impact of Rate Changes on Qualification Amount

Criteria:
Assumptions
. Sample 3yr Fixed "Bank” Rate 6.61% 5.49%
e Household income 150k Sample Household Income $150,000  $ 150,000
o 20% Down Payment Available Down Payment 20% 20%
¢ Minimal debt Amortization (years) 30 30
Freehold purchase
* P [ Qualification
Qualifying Purchase Price* $710,000 $787,500
Less: Down Payment $142,000 $157,500
Impact on Qualification Qualifying Mortgage $568,000 $630,000
Sample Monthly Payment $3,598 $3,549

e Approx.+11% increase in purchase price

Note: above assumes standard 39% GDS / 44% TDS. Some lenders
we work with may allow for up to 44% / 44% which would bring
qualifying purchase price up to $805K in Oct 2023 and $885K in
Jan 2024 assuming a 20% down payment.

*For illustrative purposes only and subject to change at any time.



Qulline.

Recent Bond Yield Changes & Impact on Qualification

What About the Impact on Mortgage Payment

Criteria:

e Assume $750,000 mortgage
e Same rates as previous slide
e Freehold purchase

Rate Change Impact on Monthly Payment

e Approx.-11% decrease in monthly payment.

*For illustrative purposes only and subject to change at any time.

Assumptions
Sample 3yr Fixed "Bank” Rate
Amortization (years)

Mortgage Amount

Sample Monthly Payment

FINANCIAL

6.61% 5.49%

30 30
$750,000 $750,000
$4,751 $4,225



Key Upcoming Economic Dates/Calendar
& Most Recent Reports
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2024 Economic Calendar: Important Dates

Key Upcoming Dates to Know:

January February March
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Mortgage Renewal CIiff?
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Renewal Crisis Ahead - Or More Smoke Than Fire?

* Given the potential for declining rates over the next 2
years, mortgages that are renewing sooner than later
are likely the most exposed. Good news...it is estimated

only about 12% of mortgage renew in 2024. 20 [ i

"Big 5 (ex. ID)" Fixed Rate Mortgage Maturity

Pt
=
P
-

52308

 Arecent publication suggests that 5-year mortgages
that funded in 2019 (renewing in 2024) had rates that
ranged from 3.49% in January 2019 to 2.74% by G
December 2019.

51378

sS0B 5508 S1008 51508 52008 52508 %3008

Hote: Based on the maturity profiles disclosed by the "Big 5 (ex. TD)". TD does not disclose a mortgage maturity profile. As of
04,23, ~51.181 in mortgages are outstanding at the “Big 5 (ex. TD)". Source: Company reports, BMO CM

 The good news? These borrower were stress-tested
against a floor rate of between 5.19% to 5.24%...very
similar to what current 5-year fixed rates are.

* Could be challenging for cash flow, but renewal options could include:

* |f client made any pre-payments, could request to extend amortization
* |If client bought with 30 year amortization, but has to renew at 25, could look to refinance
* [f client is not getting competitive offer with lender, could look at options.

outline
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Condo Market Opportunity?
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All TRREB: Condo Active Listings - 10-year December Comparison

All TRREB Zones Report % Change - Current vs.

Prev¥r 3yrAwg SyrAve 10yrAvg
Active Listings (Condo Property Types): Month of December 31%  43%  4T%  46%
000 2473 .. 4,301 4,530
4,000
3,446 3,157 3,087 3,093
2,629
3,000 77 2,354
1,826
2,000 1,663 1,496
outline.
J..EEE FINANCIAL
Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec  3yr Syr 10yr

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023  Avg Avg Avg

]

Data Source: TRREB’s New Market Stats Tool = Historical Stats Tables as of Jan 23, 2024

* Condo active listing count at the highest point for a December
over the past 10 years.

* 31% higher than Dec 2022, 43% above 3yr avg, 47% above 5yr
average, 46% above 10yr average.



All TRREB: Condo Active Listings - 10-year December Comparison

All TRREB Zones Report % Change - Current vs.

Prev¥r 3yrAveg  Syrfve  10yrAvg
Active Listings (Condo Property Types): Month of December 31%  43%  4T%  46%
5,000 4,473 4,530

4,213 4,301

4,000 3,446
3,000 2023 5 354

2,000 1,826 1,663 1,496

1,000 I l .

Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec 3yr  5Syr 10yr
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]

oulline.

FINANCIAL

Data Source: TRREB’s New Market Stats Tool = Historical Stats Tables as of Jan 23, 2024

* Condo active listing count at the highest point for a December
over the past 10 years.

* 31% higher than Dec 2022, 43% above 3yr avg, 47% above 5yr
average, 46% above 10yr average.

* Months of inventory for December (4.8) is the highest over the
past 10 years, and rolling 12 month MOI (3.1) is near historical
highs.

MOI: Month of December

MOI (Condo Property Types): Month of December

6.0
5.0 4.8
40 35 3.6
2.9
3.0 24 . 54
2.0 2.0 21 4

1.7 —_——

2.0 1.3
1.1 '

1.0 0.7

Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec 3yr Syr 10yr
14 15 ‘16 "17 "18 "15 20 '21 '22 '23 Avg Avg Avg

MOI: Rolling 12 Months - Jan 15t to Dec 315t

Months of Inventory - 12Mth Trend (Condos)
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Canada: Population Growth Qulline.
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Population Growth: Includes permanent residents, non-permanent residents, and natural increase.

Population growth Components of annual population growth
Canada, y/y
1,400,000 900,000
800,000
1,200,000 700,000
1,000,000 600,000
500,000
800,000
400,000 v
600,000 300,000
200,000
400,000 100,000
200,000 0 -
hl -100,000
0 S AAPCLII ST S A R N I n i L i
YT, R R R R, W S T - g g, . DA AR AT AR AR AR AR AP DD NP P
OF OF OF OF 07 O 0 oY 07 O LY 0 0F 0
L o L o —Net permanent Net non-permanent Natural increase
Source: Statistics Canada Source: Statistics Canada, author's calculations




Potential Analysis of Total Rental Property Return Categories Oulline.

FINANCIAL

Cash Flow

= Rental income minus expenses

Equity
= Principal portion of the mortgage payment

Property Appreciation
= VValue increase year over year (additional equity)

Tax Advantage
= Possible tax deductions and hold co. structure

This discussion is for illustrative purposes only and subject to change. Please reach out to your account and lawyer to supplement the information and to get specific details for your circumstances.



Other Timely Mortgage Topics

(Refer to the accompanying video of this presentation for more information)

« 'Tis the season the season for mortgage statements (a powerful planning tool!)

« Renewal strategies to think about (Conventional vs Insured)

* Mortgages & tax time -- never too early to start preparing.

B Download The Info Guide ¥

;5'



https://www.outline.ca/outlinefinancial-tax-time-and-mortgages-2024/

.

Thank you! Mortgage & Economic Outline - January 2024
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