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Mixed signals in the pandemic housing-market

By Kyle Dahms

The progression in the Composite index last month was the lowest for a month of July
in 15 years (see left chart). This marks a second month of signs that the economic
lockdown had an impact on slowing activity in the housing market. It should be noted
that the official Teranet-National Bank House Price Index is smoothed using a 3-month
moving average and employs land registry data. This means that it currently reflects
home price evolution while the sector was still on slow motion (see Note on
methodology on the next page). The seasonally adjusted raw index for July is rather
showing a 0.9% rebound following two consecutive declines, a development consistent
with the strong rebound in home sales happening since April. Does this mean that the
housing market will be spared from difficulties in this recession? Not so fast. Pent-up
demand accumulated during confinement boosted June and July sales numbers. A
look at the 5-month moving average shows that activity on the resale market was
rather weak since March (right chart). In that sense, we still think that the housing
market is facing some challenges. Indeed, households have not yet suffered the
consequences of the current economic difficulties. Consumers have benefited from
deferred debt payments, and the income assistance programs established by the
various levels of government have more than offset labour market losses. The end of
those programs and a still healing labour market could mean some headwinds for the
housing market at some point.

Lowest increase in home prices in 15 years for a month of July
Monthly change for a month of July in the Composite index
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NBF Economics and Strategy (data via Teranet-National Bank HPI, seasonally adjusted by NBF)

HIGHLIGHTS:

= The Teranet—National Bank Composite National House Price Index™ advanced 0.3%
in July, the lowest July advance since 2005.

=  On a monthly basis, there was a gain in 9 of the 11 markets covered: Quebec City
(+1.4%), Ottawa-Gatineau (+1.2%), Winnipeg (+1.1%), Halifax (+1.0%), Montreal (+0.8%),
Hamilton (+0.5%), Toronto (+0.3%), Edmonton (+0.3%) and Calgary (+0.1%). Prices were
flat in the month in Vancouver and dropped in Victoria (-0.3%).

= From July 2019 to July 2020, the Composite index rose 5.5%, led by Ottawa-
Gatineau (+12.1%), Halifax (+11.1%), Montreal (+9.3%), Toronto (+8.1%) and Hamilton
(+7.5%). Lagging the countrywide average were Winnipeg (+3.3%), Vancouver
(+2.2%), Quebec City (+1.4%) and Victoria (+1.2%). Deflating over the 12 months were
Calgary (-1.9%) and Edmonton (-2.6%).

See charts and table on pages 2 and 3

Canada: Boom or latent demand from months of confinement?
Homes sales (last data: July)

56 -,

(000)

52 Sales

48 |
44 ]
40 |

36 | 'l sales

| (mov. av.)
32

28 |

24 |

20 |

16

2008 " 2010 2012 2014 2016 2018 " 2020 2022

NBF Economics and Strategy (data via CREA)




Teranet-National Bank House Price Index HETIDHAL FNK
Economics and Strategy FINANCIAL MARKETS

NOTE ON METHODOLOGY:
The Teranet-National Bank House Price Index is based on the repeat sales methodology. The index is built from the price increase observed between two sales of the same
property.

The indexes of the 11 metropolitan markets comprising the Teranet—National Bank Composite House Price Index™ are smoothed. Each month, the (unsmoothed) indexes are
estimated for each of the last three months. The average monthly growth rate of these indexes becomes the growth rate of the smoothed index for the last month. This procedure
allows evening-out month-to-month fluctuations.

Teranet-National Bank National Composite House Price Index™
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Composite 11 2020-07
Victoria 212.31 -0.3% 1.2% -0.3% 2020-06
Vancouver 281.67 0.0% 2.2% -4.2% 2018-07
Calgary 172.93 0.1% -1.9% -8.2% 2014-10
Edmonton 172.43 0.3% -2.6% -8.2% 2007-09
Winnipeg 216.76 1.1% 3.3% 0.0% 2020-07
Hamilton 262.82 0.5% 7.5% 0.0% 2020-07
Toronto 272.98 0.3% 8.1% 0.0% 2020-07
Ottawa-Gatineau 188.80 1.2% 12.1% 0.0% 2020-07
Montreal 198.25 0.8% 9.3% 0.0% 2020-07
Quebec 187.25 1.4% 1.4% 0.0% 2020-07
Halifax 171.80 1.0% 11.1% 0.0% 2020-07
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General

This Report was prepared by National Bank Financial, Inc. (NBF), (a Canadian investment dealer, member of IIROC), an indirect wholly owned subsidiary of National Bank of Canada. National Bank of Canada is a public company listed on
the Toronto Stock Exchange.

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete and may be subject to change without notice. The information is current as of the date of
this document. Neither the author nor NBF assumes any obligation to update the information or advise on further developments relating to the topics or securities discussed. The opinions expressed are based upon the author(s) analysis
and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell the securities mentioned herein, and nothing in this Report constitutes a representation that any investment strategy or recommendation
contained herein is suitable or appropriate to a recipient’s individual circumstances. In all cases, investors should conduct their own investigation and analysis of such information before taking or omitting to take any action in relation to
securities or markets that are analyzed in this Report. The Report alone is not intended to form the basis for an investment decision, or to replace any due diligence or analytical work required by you in making an investment decision.

This Report is for distribution only under such circumstances as may be permitted by applicable law. This Report is not directed at you if NBF or any affiliate distributing this Report is prohibited or restricted by any legislation or regulation in
any jurisdiction from making it available to you. You should satisfy yourself before reading it that NBF is permitted to provide this Report to you under relevant legislation and regulations.

National Bank of Canada Financial Markets is a trade name used by National Bank Financial and National Bank of Canada Financial Inc.
Canadian Residents

NBF or its offiliates may engage in any trading strategies described herein for their own account or on a discretionary basis on behalf of certain clients and as market conditions change, may amend or change investment strategy including full and
complete divestment. The trading interests of NBF and its aoffiliates may also be contrary to any opinions expressed in this Report.

NBF or its aoffiliates often act as financial advisor, agent or underwriter for certain issuers mentioned herein and may receive remuneration for its services. As well NBF and its affiliates and/or their officers, directors, representatives, associates,
may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time in the open market or otherwise. NBF and its affiliates may make a market in securities mentioned in this
Report. This Report may not be independent of the proprietary interests of NBF and its affiliates.

This Report is not considered a research product under Canadian law and regulation, and consequently is not governed by Canadian rules applicable to the publication and distribution of research Reports, including relevant restrictions or
disclosures required to be included in research Reports.
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UK Residents

This Report is a marketing document. This Report has not been prepared in accordance with EU legal requirements designed to promote the independence of investment research and it is not subject to any prohibition on dealing ahead of
the dissemination of investment research. In respect of the distribution of this Report to UK residents, NBF has approved the contents (including, where necessary, for the purposes of Section 21(1) of the Financial Services and Markets Act
2000). This Report is for information purposes only and does not constitute a personal recommendation, or investment, legal or tax advice. NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada
group and/or any of their directors, officers and employees may have or may have had interests or long or short positions in, and may at any time make purchases and/or sales as principal or agent, or may act or may have acted as market
maker in the relevant investments or related investments discussed in this Report, or may act or have acted as investment and/or commercial banker with respect hereto. The value of investments, and the income derived from them, can go
down as well as up and you may not get back the amount invested. Past performance is not a guide to future performance. If aninvestment is denominated in a foreign currency, rates of exchange may have an adverse effect on the value
of the investment. Investments which are illiquid may be difficult to sell or realise; it may also be difficult to obtain reliable information about their value or the extent of the risks to which they are exposed. Certain transactions, including
those involving futures, swaps, and other derivatives, give rise to substantial risk and are not suitable for all investors. The investments contained in this Report are not available to retail customers and this Report is not for distribution to retail
clients (within the meaning of the rules of the Financial Conduct Authority). Persons who are retail clients should not act or rely upon the information in this Report. This Report does not constitute or form part of any offer for sale or subscription
of or solicitation of any offer to buy or subscribe for the securities described herein nor shall it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.

This information is only for distribution to Eligible Counterparties and Professional Clients in the United Kingdom within the meaning of the rules of the Financial Conduct Authority. NBF is authorised and regulated by the Financial Conduct
Authority and has its registered office at 71 Fenchurch Street, London, EC3M 4HD. NBF is not authorised by the Prudential Regulation Authority and the Financial Conduct Authority to accept deposits in the United Kingdom.

U.S. Residents

With respect to the distribution of this report in the United States of America, National Bank of Canada Financial Inc. (“NBCFI") which is regulated by the Financial Industry Regulatory Authority (FINRA) and @ member of the Securities Investor
Protection Corporation (SIPC), an affiliate of NBF, accepts responsibility for its contents, subject to any terms set out above.
To make further inquiry related to this report, or to effect any transaction, United States residents should contact their NBCFI registered representative.

This report is not a research report and is intended for Major U.S. Institutional Investors only.
This report is not subject to U.S. independence and disclosure standards applicable to research reports.

HK Residents

With respect to the distribution of this report in Hong Kong by NBC Financial Markets Asia Limited (“NBCFMA")which is licensed by the Securities and Futures Commission (“SFC") to conduct Type 1(dealing in securities) and Type 3 (leveraged
foreign exchange trading) regulated activities, the contents of this report are solely for informational purposes. It has not been approved by, reviewed by, verified by or filed with any regulator in Hong Kong. Nothing herein is a recommendation,
advice, offer or solicitation to buy or sell a product or service, nor an official confirmation of any transaction. None of the products issuers, NBCFMA or its affiliates or other persons or entities named herein are obliged to notify you of changes
to any information and none of the foregoing assume any loss suffered by you in reliance of such information.

The content of this report may contain information about investment products which are not authorized by SFC for offering to the public in Hong Kong and such information will only be available to, those persons who are Professional
Investors (as defined in the Securities and Futures Ordinance of Hong Kong (“SFO")). If you are in any doubt as to your status you should consult a financial adviser or contact us. This material is not meant to be marketing materials and is not
intended for public distribution. Please note that neither this material nor the product referred to is authorized for sale by SFC. Please refer to product prospectus for full details.

There may be conflicts of interest relating to NBCFMA or its offiliates’ businesses. These activities and interests include potential multiple advisory, transactional and financial and other interests in securities and instruments that may be
purchased or sold by NBCFMA or its affiliates, or in other investment vehicles which are managed by NBCFMA or its aoffiliates that may purchase or sell such securities and instruments.

No other entity within the National Bank of Canada group, including National Bank of Canada and National Bank Financial Inc, is licensed or registered with the SFC. Accordingly, such entities and their employees are not permitted and do
not intend to: (i) carry on a business in any regulated activity in Hong Kong; (i) hold themselves out as carrying on a business in any regulated activity in Hong Kong; or (i) actively market their services to the Hong Kong public.

Copyright

This Report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior
express written consent of NBF.

Disclaimer: Teranet - National Bank House Price Index

The index data and related information and materials (“Index Data”) are protected by copyright law, both individually and as a collective work or compilation, and by trade-mark law, and other applicable laws. National Bank of Canada
("NBC") and Teranet Enterprises Inc. ("Teranet”) grant to you a limited non-exclusive, non-transferable license to view, copy and print this report, provided that all copies that you make must be solely for your non-commercial, personal use,
and must retain all copyright and other notices that are required. Except as provided in the previous sentence, you may not (for either commercial or non-commercial use) use, distribute, sell, modify, transmit, revise, reverse engineer,
republish, post or create derivative works (where applicable) of any content of this report without the prior written permission of Teranet and National Bank (who are referred to collectively herein as the “Index Data Providers”. Without limiting
the generality of the foregoing, the Index Data and other Index Data Provider intellectual property contained in this report may not be used as a basis for any financial instruments or products (including, without limitation, passively managed
funds and index-linked derivative securities), or used to verify or correct data in any other compilation of data or index, or used to create any other data or index (custom or otherwise), without the Index Data Providers' prior written permission.
You acknowledge and agree that you will not acquire any rights or licenses in the content of this report. The Index Data is for informational purposes only, and the user of the information contained in the Index Data assumes the entire risk
of any use made of the Index Data. You understand and agree that the Index Data is provided "as is" and neither NBC nor Teranet warrants the accuracy, completeness, non-infringement, originality, timeliness or any other characteristic
of the Index Data. The Index Data is not an offer or recommendation to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. Further, none of the Index Data is
intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Reproduction, redistribution or any other form of copying or transmission of
the Index Data without the Index Data Providers' prior written consent is strictly prohibited. Without limiting the generality of the foregoing, the Index Data and other Index Data Provider intellectual property may not be used as a basis for
any financial instruments or products (including, without limitation, passively managed funds and index-linked derivative securities), or used to verify or correct data in any other compilation of data or index, or used to create any other data
or index (custom or otherwise), without the Index Data Providers' prior written permission. In no event shall any of NBC, Teranet, their respective offiliates, any of their or their direct or indirect information providers nor any other third party
involved in, or related to, compiling, computing or creating any of the Index Data (collectively, the "Index Data Provider Parties") have any liability to any person or entity for any damages, whether direct, indirect, special, incidental, punitive,
consequential (including, without limitation, loss of use, lost profits or revenues or any other economic loss) arising in any manner out of your use or inability to use any of the Index Data contained in this report, even if such party might have
anticipated, or was advised or notified of, the possibility of such damages.




