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Canada’s Housing Affordability Trajectory

Projections through the lens of predictive modelling and machine learning



The Past, Present & Future”

“...every improvement in the circumstances of the

society tends...to raise the real rent of land..."

The Wealth of Nations



The Challenge

Demographics & Bringing New Supply Productivity The Donut
Population Growth Onstream
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Demographics &

Dwellings per 1,000 Persons

Among the G7, Canada has the lowest average housing
supply per capita at 424 units per 1000 residents?!

1.5MM — 2MM additional dwellings to bring Canada to
G7 average?

The Government of Canada 2024-2026 Immigration
Levels Plan will add ~1.5 million new residents over the
next 3 years3

Canada averages ~200,000 new housing completions per France ~ Germany  Japan United United Canada
yea r4 Kingdom States

Require an additional 3.5MM housing units by 2030 to
“restore affordability”>




Population Growth and Housing Completions

Population Growth vs Housing Completions
1973-2023
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Statistics Canada. Table 17-10-0009-01 Population estimates, quarterly
Statistics Canada. Table 34-10-0126-01 Canada Mortgage and Housing Corporation, housing starts, under construction and completions, all areas, annual



Real House Price Index
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Source: Dallas Fed https://www.dallasfed.org/research/international/houseprice, Period covered: 2005 Q1 to 2024 Q2



Real Disposable Income Growth
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Source: OECD, Real gross disposable income per capita of households, percentage change, previous period



7 Housing Price to Income Ratio
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Home Price

Home Price Growth in the 25 Largest Cities (by Population) in North America*
Q2 2005 - Q2 2024

Metro Area Home Price 2005 Home Price 2024 Price Change 2005- 2024
Toronto $266K $812K 205%
Vancouver $302K $882K 192%
Montreal $156K $393K 153%
Dallas $150K $377K 151%
Mexico City $92K $215K 133%
Seattle $331K $749K 126%
Houston $146K $309K 111%
Atlanta $183K $384K 110%
Monterrey $46K $96K 107%

Puebla $46K $92K 103%

*Top 10 Metros by % Change
Source: US - Zillow Housing Data
CA — CREA, MLS, HPI

MX — mexiconews.com

FX — Federal Reserve

Prices in USD
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Condominium Builds as Investments

Proportion of Condominiums Used as an Investment

British Columbia Manitoba Ontario New Brunswick Nova Scotia
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Source: Statistics Canada, Canadian Housing Statistics Program (CHSP), 2020



Canadian Productivity

OECD PREDICTS CANADA’S PRODUCTIVITY GROWTH OVER
2030-60 WILL BE LOWEST AMONG ADVANCED COUNTRIES

fr:g:fr‘: {ng’; Projected labour productivity growth, CAGR, OECD countries, 2030-2060
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Labour Productivity = Real GDP produced by an hour of labour



Productivity By The Numbers

Output Per Working Hour, Annual Change (%)
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GDP Per Capita Recession

GDP Per Capita Growth
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A Sahm by Any Other Name
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The Pandemic

January 25, 2020 Downtown Foot Traffic
The first presumptive COVID-19 case in Canada was

admitted to Sunnybrook Health Sciences Toronta
Centre in Toronto Ottawa

Edmonton

Vancouver

Calgary

Montreal

Surrey
Sherbrooke

Brampton
May 9, 2022 Kingston
Mayor John Tory announces the termination of Toronto's frof-fivieres
COVID-19 state of emergency after being in effect for 777 —
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Work From Home

Number of employer planned full workdays at home Number of days working from home per week
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Work From Home - Canada

Information and cultural industries
Professional, scientific and technical services
Real estate and rental and leasing

Finance and insurance

Other services (except public administration)
Admin/support, waste mgmt/remediation services
Wholesale trade

NAICS, all industries

Transportation and warehousing

Mining, quarrying, and oil and gas extraction
Arts, entertainment and recreation
Construction

Health care and social assistance
Manufacturing

Agriculture, forestry, fishing and hunting
Retail trade

Accommodation and food services
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Statistics Canada. Table 33-10-0888-01
Percentage of workforce anticipated to work on-site or remotely over the next three months
Q32024



WFH and Office Vacancy

Downtown Office Vacancy Rate
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Will It Stick’?

Average Days in Office
Full Time City Centre Workers
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Affordability + WFH = Donut?

RLB CRANE INDEX

July Q1 Q3 Q1 Q3 Q1 Q3 Q1

2019 2020 2020 2021 2021 2022 2022 2023
Boston 4 13 12 13 12 9 10 9
Calgary 34 37 34 35 32 3 2 20
Chicago 27 29 14 12 7 10 L5} 14
Denver 8 25 8 22 5 2 32 36
Honolulu 4 9 8 10 5] 5] 9 14
Las Vegas 25 17 4 2 2 2 3 12
Los Angeles 49 47 41 43 51 51 46 47
New York 27 26 12 10 10 12 14 10
Phoenix 3 9 16 9 2 2 = 9
Portland 30 28 27 23 5 12 15 14
San Francisco 23 =5 24 1l 13 15 14 17
Seattle 49 36 43 43 39 37 42 51
Toronto 120 121 124 208 225 252 230 238
Washington DC 28 25 38 45 35 26 26 26

Note: Crane counts released in July are collected in May; crane counts released in January are collected in November.
Beginning in 2020, crane counts are now conducted on a bi-quarterly basis; referenced as
Q1 (collected in February) and Q3 (collected in August).
Las Vegas was added to the Crane Index in Q12020.
Parameters for New York City were expanded in Q12021

Q3
2023
20
19
9
24
12

30

RLB

Q1
2024

14
20
2
14
12
10
50
5
T
9
8
38
221
12

Rider
Levett
Bucknall

Q3
2024
9
24
4
13
14
n
42
5

83
13

RLB.com



e

Bank of Canada Canada’s Housing Plan The Canadian
Monetary Policy J Mortgage Charter

Gish Gallop
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G/ Monetary Policy

Central Bank Policy Rates

/
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Solving the

Released on April 12, 2024
A commitment to make housing affordable

“Unlock” 3.87 million new homes by 2031
Building more homes
Making it easier to rent or own a home

Helping Canadians who can’t afford a home

Canadi

SOLVING THE
HOUSING CRISIS

CANADA'S
HOUSING PLAN

¥




Population Growth and Housing Completions

Population Growth vs Housing Completions
1972-2023
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Statistics Canada. Table 17-10-0009-01 Population estimates, quarterly
Statistics Canada. Table 34-10-0126-01 Canada Mortgage and Housing Corporation, housing starts, under construction and completions, all areas, annual



Canadian Mortgage Charter

Unveiled in the Government’s Fall Economic Statement

Builds on "existing guidance and expectations" Amortization - Big 5

regarding how financial institutions are expected

to engage borrowers o

Six Guidelines — Not law 20%

Updated - September 16, 2024 20%
“Government announces boldest mortgage reforms

in decades to unlock homeownership for more Canadians” 10%

0%

Moral Suasion or...
202120222023 Q3 202120222023 Q3 202120222023 Q3 202120222023 Q3 202120222023 Q3
2024 2024 2024 2024 2024

50%

Moral Hazard noun

N CIBC BNS RY D BMO
[‘mor-al ‘ha-zard]

W >25Yr m>30Yr Source: Company Filings

def:
Lack of incentive to guard against risk where
one is protected from its consequences




Consequences

I -
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The Canadian housing supply/demand
issue creates a favorable investment
opportunity

Supply and demand dynamics continue to
put upward pressure on rental costs

Rental market will have a robust
demand in the future




Rise of the Rental Market

Lowest rental vacancy rate since 2001 For the first time average rents over 2k in 2022

Purpose-Built Rental Apartment Vacancy Rates Average Listed Rent and Annual Growth
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Research Partnership

Aaron Pittman, SVP, Head of Canadian Dr. Erkan Yonder, Associate Professor of Real
Institutional Investments, Equiton Estate and Finance, Concordia University

Equiton Research Fund in Real Estate at the John Molson School of Business



Rent Projections / Machine Learning

Model incorporates total number of immigrants, non-PR residents and population growth as projected by the government
until 2032
Factors in the approximately 20% decline in non-PR residents targeted and projected by the government from 2027
to 2032

Projected populous geographic distribution is based on 2021 weights

Population is adjusted by projected growth

2021-2023 growth used to project other determinants (such as completions)

Neural network model utilized to project future rents



Market Indicators

Median rents and vacancy by census subdivision

Market Indicators by Census Subdivision obtained from CMHC
Median Rents
Vacancy

Annual frequency from 2007 to 2023
Factors using Census Data and Starts and Completions Survey by CMHC

We mainly use linear regression analysis with fixed effects
Fixed effects capture the impact of unobservable factors by location and by year
Linear model helps us understand relationships and determine important factors that drive market indicators



Factor Impact on Median Rents

Immigrants (% of Pop.) 1 |
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~actor Impact on Vacancy
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Impact of Completions in the Rental Market

10 I For rents to start to decline, the annual
completions must reach 11-12% (14% for
Calgary) annually which is approximately 10 (6)
%0 times the current annual supply increase levels
2 in GTA (Calgary)
3 20
g’o Assumes ceteris paribus, i.e. no increase in the
s 10 density of immigrants
X /, i
i
0 : Increased immigration requires even more
: supply increases
-10 i

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Annual Completions as a % of Dwellings

—Toronto =—Vancouver =——Montreal Calgary =—Rest of Canada



Rent Projections 2023 to 2027/

Alberta and Calgary

The average rent in Calgary is ~$1,900 for a two-
bedroom apartment in March 2023*

The model indicates that in Calgary, the average
rent will rise to ~$2,200 by 2027

Calgary
[ 4— No Data *Source: Rentals.ca
I I
5% 15% 25% 35%



Rent Projections 2027/ to 2032

Alberta and Calgary

The average rent in Calgary is ~$1,900 for a two-
bedroom apartment in March 2023*

The model indicates that in Calgary, the average
rent will rise to ~$2,200 by 2027

The model indicates that in Calgary, the average
rent will rise to ~52,600 by 2032

Calgary

[ _ No Data *Source: Rentals.ca
I I
% % %



Rent Projections 2023 to 2027

Quebec and Montreal

The average rent in Montreal is ~$2,100 for a two-
bedroom apartment in March 2023*

The model indicates that in Montreal, the average
rent will rise to more than $3,325 by 2027

o

Montréal
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Rent Projections 2027/ to 2032

Quebec and Montreal

The average rent in Montreal is ~$2,100 for a two-
bedroom apartment in March 2023*

The model indicates that in Montreal, the average
rent will rise to more than $3,325 by 2027

The model indicates that in Montreal, the average
rent will rise to more than 54,325 by 2032
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Rent Projections 2023 to 2027/

Ontario and Toronto

The average rent in Toronto is ~$3,250 for a two-
bedroom apartment in March 2023*

The model estimates that average rent in Toronto
will rise to ~S4,100 by 2027

\|
? 7

No Data *Source: Rentals.ca




Rent Projections 2027/ to 2032

Ontario and Toronto

The average rent in Toronto is ~$3,250 for a two-
bedroom apartment in March 2023*

The model estimates that average rent in Toronto
will rise to ~S4,100 by 2027

The model estimates that the average rent in
" 4 Toronto will increase to ~55,600 by 2032

No Data *Source: Rentals.ca




Rent Projections 2023 to 2027/

British Columbia and Vancouver

The average rent in Vancouver is ~$3,450 for a
two-bedroom apartment in March 2023*

The model indicates that in Vancouver, the
average rent will rise to ~5$5,200 by 2027

Vancouver

| B No Data *Source: Rentals.ca
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Rent Projections 2027/ to 2032

British Columbia and Vancouver

The average rent in Vancouver is ~$3,450 for a
two-bedroom apartment in March 2023*

The model indicates that in Vancouver, the
average rent will rise to ~$5,200 by 2027

The model indicates that the average rent in
‘ Vancouver will increase further to ~57,750 by
LT
%, 2032
"'
N
Vancouver
| _ No Data *Source: Rentals.ca

T T
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Thank you

Questions?

To get access to the final White Paper or for any additional questions,
please reach out to Aaron Pittman at apittman@equiton.com

INSTITUTIONAL

7 EQUITON




Disclaimer

IMPORTANT INFORMATION: This communication is for information purposes only and is not, and under no circumstances is to be construed as, an invitation to make an investment with Equiton Capital
Inc. or securities of certain issuers that are related or connected to Equiton Capital Inc. (“Related Issuers” or “Related Issuer”, as applicable). Investlng in Related Issuers involves risks. Recipients of this
document who are considering investing in Related Issuers are reminded that any such purchase must not be made on the basis of the information contained in this document but are referred to the
applicable offering memorandum associated with the Related Issuer. A copy of an offering memorandum associated with a Related Issuer may be obtained upon request made to the attention of Equiton
Capital Inc. All information contained herein, while obtained from sources which are believed to be reliable, is not guaranteed as to its accuracy or completeness.

There is currently no secondary market through which the trust units of a Related Issuer may be sold and there can be no assurance that any such market will develop. A return on an investment in a trust
unit of a Related Issuer is not comparable to the return on an investment in a fixed-income security. The recovery of an initial investment is at risk, and the anticipated return on such an investment is
based on many performance assumptions. Although Related Issuers intend to make distributions of its cash to unitholders, such distributions may be reduced or suspended. The actual amount distributed
will depend on numerous factors, including the Related Issuer’s financial performance, debt covenants and obligations, intere st rates, working capital requirements and future capital requirements. In
addition, the market value of the Related Issuer’s trust units may decline if the Related Issuer is unable to meet its cash distribution targets in the future, and that decline may be material. It is important for
an investor to consider the particular risk factors that may affect the industry in which it is investing and therefore the stability of the distributions that it receives. There can be no assurance that income tax
laws and the treatment of mutual fund trusts will not be changed in a manner which adversely affects the Related Issuer.

PAST PERFORMANCE MAY NOT BE REPEATED. Investing in a Related Issuer can involve significant risks and the value of an investment may go down as well as up. There is no guarantee of
performance. An investmentin a Related Issuer is not intended as a complete investment program and should only be made after consultation with independent investment and tax advisors. Only
Investors who do not require immediate liquidity of their investment should consider a potential purchase of trust units of a Related Issuer. The risks involved in this type of investment may be greater than
those normally associated with other types of investments. Please refer to the Offering Memorandum of the Related Issuer for a further discussion of the risks of investing in it.

This communication contains “forward-looking information” within the meaning of applicable securities legislation. Forward-looking information may relate to future events or the Related Issuer’s
performance. Forward-looking information includes, but is not limited to information regarding the Related Issuer’s strategy, objectives, solutions, distributions, growth potential and volatility, investor
returns, ability to achieve operational efficiencies, projections and intentions; and similar statements concerning anticipated future events, results circumstances, performance or expectations and other
statements that are not historical facts. These statements are based upon assumptions that management of the Related Issuer believes are reasonable but there can be no assurance that actual results
will be consistent with these forward-looking statements. Forward-looking information involves numerous assumptions, known and unknown risks and uncertainties that contribute to the possibility that the
forward-looking statements will not occur and may cause actual results to differ materially from those anticipated in such forward-looking statements. Some of these risks are discussed in the section “Risk
Factors” of the Offering Memorandum of the Related Issuer. These forward-looking statements are made as of the date of this communication and the Related Issuer is not under any duty to update any of
the forward-looking statements after the date of this communication other than as otherwise required by applicable legislation.

Sources:

https://consumerchoicecenter.org/the-demand-continues-will-supply-ever-catch-up/
https://www.scotiabank.com/ca/en/about/economics/economics-publications/post.other-publications.housing.housing-note.housing-note--january-12-2022-.html
https://www.canada.ca/en/immigration-refugees-citizenship/news/notices/supplementary-immigration-levels-2024-2026.html
https://www.fraserinstitute.org/blogs/canadian-homebuilding-has-not-kept-pace-with-population-growth
https://www.cmhc-schl.gc.ca/professionals/housing-markets-data-and-research/housing-research/research-reports/accelerate-supply/housing-shortages-canada-updating-how-much-we-need-by-2030
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