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This text is based on the highlights of the report Population Projections for Québec and Regions, 2006-2056 —
Edition 2009, published by the Institut de la statistique du Québec (1ISQ) in July 2009, and analyzes the expected
impacts on the resale housing market. In this document, we have opted to concentrate on the period up to 2031.




TECHNICAL DETAILS

Geographic breakdowns

To produce its population projections, the Institut de la statistique du Québec (ISQ) focused on two main
geographic breakdowns. The first breakdown corresponds to the 17 administrative regions (AR) of
Québec. The second breakdown is based on the six census metropolitan areas (CMA). The CMA and AR
breakdowns are totally independent of each other. For example, although the Island of Montréal, South
Shore, North Shore, Laval and Vaudreuil-Soulanges areas make up the Montréal CMA, these areas are
also found in the Montréal, Laurentians, Lanaudiére and Montérégie ARs. Conversely, the Montréal
Administrative Region represents only a portion of the Montréal CMA, which is considerably larger. We will
place the emphasis on the population projections by CMA, as they correspond to the breakdowns used in
analyzing the Québec resale housing market. Population projections by administrative region can be found
in the appendix.

Forecast scenarios

In producing its population projections, the ISQ used three main scenarios: a reference scenario, which is
based on the most plausible assumptions; a strong scenario, which uses the most optimistic assumptions;
and a weak scenario, which is based on the most conservative assumptions. In this summary, we will
concentrate solely on the provisions stemming from the reference scenario, which takes the average trend
between the two extreme scenarios.
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1. Population Growth More Dynamic than Expected

According to the reference scenario of ISQ projections, the
population of Québec should continue to grow until at least
2056. The perspective of a decline in population starting in
2031, as was anticipated in the previous projections report
published in 2003, is therefore discounted by the new
projections, due specifically to recent changes in fertility and
immigration. Québec, which had 7.6 million residents at the last
census in 2006, should therefore see its population increase to
8.84 million in 2031 (see Graph 1) and 9.21 million in 2056.

Graph1

The perspective of a decline
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Source: Institut de la statistique du Québec, Population Projections for Québec and Regions, 2003 and 2009 Editions

Among the six Québec CMAs, only the Saguenay CMA should
see its population decline and lose 11,000 residents by 2031, a
drop of 7.1%. Conversely, the Montréal, Gatineau and Québec
CMAs should see significant increases, in both absolute and
relative terms. With a projected population growth of 25.4%
between 2006 and 2031, Gatineau stands out as the CMA with
the most dynamic growth.

The Montréal, Gatineau and
Québec CMAs should see
significant increases, in both
absolute and relative terms.
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If we now look at the change in the number of private households, the
perspectives are better than those for the population. The number of
private households should increase at a proportionally higher rate
than that of the population. While Québec had close to 3.2 million
households in 2006, this number should exceed 4 million in 2031
(see Table 1). In percentages, while the population should grow by
15.8% between 2006 and 2031, the number of private households
should increase by 26.3% throughout the province (see Table 2).

The number of private
households should
increase at a proportionally
higher rate than that of the

population.

Table 1

EVOLUTION IN THE NUMBER OF PRIVATE HOUSEHOLDS IN QUEBEC
ACCORDING TO THE REFERENCE SCENARIO

Number of private households (in thousands) 3,195.7 3,415.8 3,619.3 3,791.3 3,928.4 4,037.6
Variation (in thousands) 152 221 204 172 137 109
Variation over the past five years + 5% +6.9% +6.0% +4.8% + 3.6% + 2.8%

Source: Institut de la statistique du Québec, Population Projections for Québec and Regions, 2003 and 2009 Editions

The faster increase in the number of private households compared to the increase in the overall

population can be primarily explained by the reduction in the average size of households, which should
drop from 2.4 individuals in 2006 to 2.2 individuals in 2031.

Table 2

EVOLUTION IN THE NUMBER OF PRIVATE HOUSEHOLDS AND POPULATION
BETWEEN 2006 AND 2031 IN QUEBEC CMAs

Metropolitan area L CIU R U ire] Change in the number of households Change in population
households

Province 842,000 + 26.3% 1t + 15.8% *
Montréal 451,900 + 29.5% 1t + 20.6% *
Québec City 76,400 +24.1% 1t + 13.8% 1t
Gatineau 47,200 +40.7% * + 25.4% 1t
Sherbrooke 20,700 + 25% * +12.1% 1t
Trois-Rivieres 12,700 + 19.9% * +10.2% *
Saguenay 3,200 + 5% 1t -7.1% 4
Outside CMAs 229,800 + 22.5% 1t +10.2% *

Source: Institut de la statistique du Québec, Population Projections for Québec and Regions, 2003 and 2009 Editions
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The impact of the reduction in average household size is even more significant if we consider the change
in the number of private households in the metropolitan areas. The drop in the average size of
households makes it possible to see, in all of the Québec CMAs, faster growth in the number of private
households than that of the population. This observation is particularly striking for the Saguenay
Metropolitan Area, which should see its number of households increase by 5%, whereas its population
should decrease by 7.1% by 2031.

Note that in accordance with the demographic changes that are expected to take place in the
administrative regions (see appendix), the resale housing market should be relatively more dynamic in the
areas neighbouring the Montréal CMA. Although the Montérégie Administrative Region should see the
most significant growth by 2031 (185,000 additional households), the other regions neighbouring the
Island of Montréal will also exhibit dynamic growth. In fact, the Lanaudiére and Laurentians regions
should see their number of households increase by 48% and 50%, respectively, between 2006 and 2031.
This attraction for the outlying areas of the Island of Montréal is explained mainly by the affordability of
real estate in these areas.

Impact of Growth in the Number of Households on the Resale Housing Market

Although population growth is good news, the impact of the

change in the number of private households is the variable that Having the highest growth in
most directly influences the resale housing market, since by the number of private
definition, a household corresponds to a demand for a dwelling”. households among the six
All things being equal®, the increase in the number of private Québec CMAs between 2006

households is one of the main factors that will contribute to
stimulating the number of transactions on the resale housing
market. From a geographic viewpoint, the expected change in
the number of households should translate into more significant
activity in the outlying administrative regions of the lIsland of
Montréal, particularly in the Lanaudiére and Laurentians regions.
The geographic breakdowns used in the ISQ perspectives do not make it possible to obtain the same type
of information for the province’s other metropolitan areas. However, it is not difficult to imagine that the
growth of households in the province’s other major cities will produce the same phenomenon, meaning a
more active resale housing market in the periphery of the major cities. Lastly, having the highest growth in
the number of private households among the six Québec CMAs between 2006 and 2031, the Gatineau
area should see a very active resale housing market.

and 2031, the Gatineau area
should see a very active
resale housing market.

A private household represents “a person or group of people occupying the same dwelling.”

Meaning, by considering that affordability, the relative price of new dwellings, the share of owner-occupiers, etc., remain stable.
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2. A Mini Baby-Boom

Recent statistics on births and fertility show a certain vitality,
which has caused the ISQ to review its projections upwards. To
this end, one could say that Québec is currently experiencing a
mini baby-boom.

Since the early 2000s, there has been a relatively sustained
increase in the number of births in Québec, which has risen from
a historic low of 72,010 in 2000 to 87,600 births in 2008.

Since the early 2000s, there
has been a relatively
sustained increase in the
number of births in Québec,
which has risen from a historic

Accordingly, the fertility index, which represents the average
number of children per woman, also increased considerably,
rising from 1.45 in the early 2000s to 1.73 in 2008 (see Graph 2).
Although it may be difficult to say whether this trend will increase
or even continue, it appears that the fertility index will remain at a
level that is above the average seen over the past twenty years
(1.57). According to the 1SQ’s reference scenario for population perspectives, the fertility index should
stabilize at around 1.65 children per woman over the coming years®.

low of 72,010 in 2000 to
87,600 births in 2008.

Graph 2
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Lastly, if there is a baby-boom, it will remain relatively limited since we are still very far from the birthrates
seen during the baby-boom from 1946 and 1966 (with an average of 28 births per 1000 residents in
during that period versus barely 11 births per 1000 residents in 2008). In addition, the current fertility
index remains below the threshold of 2.1 children per woman necessary for generation renewal.

3 The central fertility assumption is based on the final average descendants of the generations of women born between 1949 and 1971,

which corresponds quite simply to the average number of children that the women of this generation have had at the end of their fertile life.
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Impact of the Baby-Boom on the Resale Housing Market

Aside from the very long-term effects of the baby-boom on the
number of private households, the increase in the number of

births will, in the short term, stimulate the number of The arrival of a newborn is
transactions on the resale housing market. The arrival of a often synonymous with

newborn is often synonymous with moving, as households moving, as households seek
seek larger homes that are better suited to their new needs. larger homes that are better

For example, for certain households, this means moving from
an apartment to a single-family dwelling. This changing need
for households translates into more transactions on the resale
housing market. This mini-baby-boom should also stimulate
demand for single-family dwellings in the suburbs of Québec’s
major cities, since young households generally migrate toward
this type of dwelling when they start a family. They also tend to
prefer the suburbs.

suited to their new needs.

3. Growing Importance of Immigration

Between 2004 and 2008, Québec welcomed an average of

44,500 immigrants every year, making immigration one of the

most significant factors in population growth in recent years. Starting in 2029, immigration
Over the coming years, this trend should accentuate and
population growth will be assured in an increasingly significant
manner by immigration. According to the reference scenario,
the total number of immigrants accepted by Québec should
increase by up to 52,400 in 2010* and then stabilize at 47,500
starting in 2015. If we look further ahead, we can see that
starting in 2029, immigration will be the sole factor behind
population growth in Québec, as natural population growth will
become negative (meaning the number of births will be below
the number of deaths).

will be the sole factor behind

population growth in Québec,

as natural population growth
will become negative

4 Minimum threshold established by the Ministére de I'lmmigration et des Communautés culturelles for 2010.
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Impact of Immigration on the Resale Housing Market

The growing importance of immigrants in the Québec population points to two major consequences for
the resale housing market. First, immigration, by supporting the growth of households in Québec, will be
one of the factors that will help maintain an increased demand for dwellings and therefore stimulate the
number of transactions on the resale housing market. From a geography standpoint, the resale markets
that will benefit most from immigration are those of metropolitan areas, which take in 95% of all
immigrants, and especially the Montréal CMA, which is home to 7 immigrants out of 10. This stimulation
will be even greater if more immigrants turn to home ownership, which the most recent statistics seem to
show. In Canada, the level of home ownership among immigrants has risen from 68% in 2001 to 72% in
2006, an increase of four points. And although the level of home ownership is higher among people born
in Canada (75% in 2006), it rose more slowly over the same period (+2 points)®. In Québec, although
there are no recent or accurate statistics on the level of home
ownership among immigrants, there is not too much risk in
thinking that we are seeing the same trend. This increased home
ownership among the immigrant population, which is explained
primarily by improved integration into the labour market®, should,
if it continues in this direction, further stimulate the number of
transactions on the resale housing market.

Immigrants who turn to home
ownership are more likely
than native-born Canadians to
choose a condominium as a
residence.

Aside from the impact that immigration will have on the demand

for properties, it will also change the structure of demand on the

resale housing market. Immigrants who turn to home ownership

are more likely than native-born Canadians to choose a condominium as a residence. According to a
Scotia Economics report, immigrant owner-occupiers are twice as likely to live in a condominium (14%)
than their Canadian-born counterparts (6%). The attraction of condominium ownership for immigrants is
mainly explained by the fact that this type of dwelling is generally more affordable. Once again, this
impact on the resale housing market will be even greater if the trend towards improved integration of
immigrants into the labour market — which we have been seeing since the early 2000s — continues over
the coming years.

®  Scotia Economics, Real Estate Trends, July 2009.

6 Scotia Economics, Real Estate Trends, July 2009.
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5. Toward a Granny-Boom

The change in the Québec population over the coming years
should also be marked by the accentuation of a trend that has
been seen in Québec for many years now and that will be seen
in most developed economies: the aging of the population. The .
proportion of elderly people (aged 65 and over) in the total (aged 6? ene ove':) A ile ]
population of Québec should almost double, rising from 14% in population of Québec should
2006 to 27% in 2031. Average age, another indicator of almost double, rising from 14%
population aging, should increase from 40.5 years in 2006 to in 2006 to 27% in 2031.
45.2 years in 2031.

The proportion of elderly people

The aging of the Québec population that we will see over the

coming years is explained primarily by the arrival of the baby-boom generation, born between 1946 and
1966, into the upper age brackets. This phenomenon will also be accentuated by the increase in life
expectancy, which should rise by six years for women and close to seven years for men by 2056, bringing
life expectancy at birth for women to 89 years and for men to 85.5 years. Lastly, these structural
demographic changes that result in an aging of the Québec population will not be offset by the birthrate,
as it has proven to be rather low over the past three decades, and will therefore contribute, in the coming
years, to the relative aging of the population.

As a direct consequence of population aging, the proportion of private households in which the age of the
main income earner is above 65 should increase at the expense of households whose main income
earner is much younger. This proportion will increase from 21% in 2006 to over 37% in 2031 (see
Graph 3).

Graph 3
Evolution in the number of private households in Québec
based on age of the main income earner
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The aging of the population is a phenomenon that will affect all
six metropolitan areas in Québec. This trend should be more
pronounced in the Saguenay and Trois-Rivieres CMAs where
we should see the largest proportion of elderly people in 2031,
at 32.5% and 32%, respectively. The largest increase in the
proportion of elderly people in the overall population should be
seen in the Gatineau CMA, with a proportion increasing from
9.8% in 2006 to 22.9% in 2031. Lastly, the Montréal CMA until the start of the 2020s
should have the lowest proportion of elderly people in Québec, before starting to decline.
with 21.9% of its total population aged 65 and over in 2031.

The number of households
whose main income earner is
aged between 25 and 44
should continue to increase

In absolute terms, the number of households whose main income

earner is aged 65 and over should increase by an average of 34,503 households per year between 2010
and 2031, throughout the province of Québec. The number of households whose main income earner is
aged between 25 and 44 should continue to increase until the start of the 2020s before starting to
decline (see Graph 4).

Graph 4

Net variation in the number of private households in Québec
based on the age of the main income earner
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Impact of Aging on the Resale Housing Market

On the resale housing market, the aging of the Québec
population should primarily translate into an increase in the
popularity of condominiums, as this type of dwelling is more
popular among the elderly (10%) than among the overall
population (8%) (see Graph 5). The increased demand for
condominiums should even accelerate starting in the early
2020s, since that is when households whose main income
earner is aged 65 and over will represent almost all of the
household growth in Québec. In general, this category of
household will remain the main driving force in the resale
housing market over the coming years, since the other types

The increased demand for
condominiums should even
accelerate starting in the early
2020s, since that is when
households whose main income
earner is aged 65 and over will
represent almost all of the
household growth in Québec.

of households should see a relatively weak absolute growth, if
not a reduction, by 2031.

Graph 5
Proportion of households owning a condominium in Québec
based on the age of the main income earner, 2006
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Source : Institut de la statistique du Québec.

We should note, however, that the relative significant growth in households whose main income earner is
between 25 and 44 years of age up to the early 2020s (growth peaks in 2017, with over 10,000 additional
households) should correspond to an increase in the number of first-time buyers on the resale housing
market, most of whom are in this age bracket. Also, it is important to remember that this population
segment has a stronger propensity to move to the suburbs.
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Conclusion

Ultimately, the ISQ’s latest population projections bode well for the resale market in Québec. Three main
consequences are to be retained for the next twenty years.

First, all things being equal, growth in sales should remain
positive over the long term provided the increase in the number

of private households holds up, which should be the case up to Growth in sales should remain
2056 according to the 1SQ report. However, we should be wary positive over the long term
of a gradual slowdown in the pace of sales growth on the resale provided the increase in the
housing market, given that the formation of households will slow number of private households
over time. holds up, which should be the

case up to 2056 according to

Significant structural changes will also accompany the the 1SQ report.

demographic change in Québec. In general, condominiums will
occupy an increasingly large share of the resale housing market
due to the aging of the population and the growing significance
of immigration. The formation of households among the 25-44 age group will ensure a rise in sales of
properties to first-time buyers and, by the same fact, growth in the suburbs for another 10 or so years.
Subsequently, urban sprawl is forecast to slow down. At the same time, the formation of households in the
older age brackets (which will culminate in some 10 years) signifies that condominium ownership will
further gain in popularity, particularly in the inner suburbs (given the high proportion of baby-boomers living
there), which is forecast to get denser. Then, beyond 2029, immigration will be almost the sole driving
force of growth in the number of households. The major cities, Montréal in particular, which represent the
main poles of attraction for immigrants, will then be more popular in terms of demand.

Lastly, the forecast dynamic growth of households in the Lanaudiére, Laurentians and Outaouais regions
points to stronger growth rates on the resale housing market in these regions.
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Appendix
EVOLUTION IN THE NUMBER OF PRIVATE HOUSEHOLDS AND POPULATION
BETWEEN 2006 AND 2031 IN THE QUEBEC ADMINISTRATIVE REGIONS
Metropolitan area Number of additional Change in the number Change in population
households of households
Province 842,000 26.3% 1t 15.8% *
Montérégie 185,300 33.6% 1t 21.5% *
Montréal 158,700 19.1% 1t 12.1% *
Laurentians 100,100 48.2% * 34.0% 1t
Lanaudiére 85,700 50.3% * 37.9% *
Capitale-Nationale 65,800 22.2% * 11.6% L
Laval 56,300 39.0% 1t 28.6% *
Outaouais 54,700 38.9% 1t 23.7% *
Chaudiére-Appalaches 34,000 21.1% 1 8.9% 1t
Estrie 31,400 24.2% 1t 11.4% *
Centre-du-Québec 21,750 23.1% * 21.5% *
Mauricie 18,200 15.7% 1t 5.5% *
Saguenay-Lac-Saint-Jean 7,900 6.9% L -7,0% L 4
Abitibi-Témiscamingue 5,900 9.7% * -2,7% 4
Gaspésie—lles-de-la-Madeleine 5,400 13.9% 1t -1,3% L 4
Nord-du-Québec 2,600 21.9% 1t 6.8% 1t
Céte-Nord - 380 -1,0% L 4 21.5% 3

Source: Institut de la statistique du Québec, Population Projections for Québec and Regions, 2003 and 2009 Editions



