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What we did: We informally surveyed residential real estate property
iInvestors from the fall of 2022 to get of picture of what their intentions
are in the next 12 months. The survey was brief with six questions.

Wwhy we did it: Our belief is that residential real estate property
Investors, whether they are selling or buying, will play a big role in the
future of house prices. If there is an economic shock, the first wave of
selling is likely to come from this group, particularly investors with
negative cash flow investment properties.

Who we surveyed: This was an informal survey of Veritas clients and
associates and it was our third one (first in 2019 and second in 2021).
It therefore is not statistically significant, but it did convey some
meaningful results.
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How many residential real estate investment properties do you own?

62%

59%

31%

24%

14%

. -

None One to three More than three
m2019 = 2022

Most respondents own 1 to 3 real estate investment properties
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What type of investment properties do you own?
(Select all that apply)

42% 3%

31%

27%

17%

15%

13%

12%

Condominium Semi-detached or townhouse Detached or freehold Multi-unit residential
m 2019 = 2022

Real estate investment properties mainly comprised of detached single-family and condos

VERITAS
INVESTMENT 4
RESEARCH

QO




Do you plan to purchase one or more investment properties
within the next 12 months?

73%
59%
16%
9% 12% o o
7% 0 8% £/ 8%
M —
Yes due to favourable real  Yes due to favourable expected Yes due to stable or higher Yes for a reason not listed No plan to purchase within 12
estate prices investment returns rental income months

m2019 =2022

Significant increase in investors that do not plan to purchase properties
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Do you plan to sell one or more investment properties within the
next 12 months?

78% 78%

0 10%
8% 5% 0
- M 2 -
L] — — I
Yes due to financial stress Yes to realize investment Yes due to lower expected Yes due to a potential Yes for a reason not listed No plan to sell over the
gains or losses investment returns decline in real estate next 12 months
prices
m 2019 =2022

No change in investors that do not plan to sell properties
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Do your investment properties generate positive cash flow net of
all expenses?

50% 50%

32%

27%
23%

18%

Yes, my total cash flow is positive net of all expenses No, my total cash flow is negative net of all expenses My cashflow is roughly breakeven or near zero

m2019 =2022

Cash flow position of real estate investors is better relative to 2019
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Conclusion

« Sentiment: Just 27% of respondents are looking to buy one or more properties over the
next 12 months. But at the same time, there is no rush to sell, as just 22% of respondents
are looking to sell in the next 12 months. Higher interest rates have so far led to lower
demand but not higher supply.

« Cash flow picture: Fewer properties are cash flow negative than before the pandemic
thanks to rising rents and mortgages that have not rolled over to higher rates.

* Rising rates: There is a lag between when rates rise and mortgages roll over at higher
rates. There is no panic in Canadian real estate but that will change if rates stay high and
some investors are forced to sell.

« Outlook: In 2019, the household debt service ratio (DSR) peaked at 14.9% with the Bank of
Canada (BOC) policy rate peaking at 1.75% in 2018. With household leverage at record
highs, above 2019 levels, and a BOC policy rate of 3.75% with additional hikes in the
pipeline, we expect the household DSR to set a record high by the end of 2023.

No panic in Canadian real estate yet
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Veritas Investment Research Corporation ("Veritas") its directors, officers, employees and their spouses,
dependent children, and other dependents are prohibited from trading any position in the securities of companies
on Veritas’' restricted trading list. In addition, Veritas’ Analysts and Associates, as well as their spouses,
dependent children, and other dependents ("Persons Restricted by Coverage") are prohibited from holding and
trading any position in the securities of companies which they cover, including in any accounts for which the
Analysts and Associates have trading authority. Persons Restricted by Coverage are permitted to hold or trade
ETFs or Investment Funds that may hold the securities under their coverage. Veritas has not offered any
consulting, financial advisory, investment banking or underwriting services to any company profiled in this
presentation. Veritas has not accepted, and will not accept, fees from any company profiled in this presentation
for the preparation of this presentation. The information contained in this presentation has been obtained from
sources believed reliable however the accuracy and/or completeness of the information is not guaranteed by
Veritas, nor does Veritas assume any responsibility or liability whatsoever. All opinions expressed are subject to
change without notification. This presentation is for information purposes only and does not constitute and
should in no way be construed as a solicitation to buy or sell any of the securities mentioned herein. The
contents of this presentation do not, in any way, purport to include any manner of legal advice or opinion. The
intention of this presentation is to provide a forthright discussion of business, accounting and financial reporting
iIssues, as well as generally accepted accounting principles and the limits of their usefulness to investors. As
such, please do not infer from this presentation that the accounting policies of any company mentioned herein
are not allowed within the broad range of generally accepted accounting principles, or that the policies employed
by that company were not approved by its auditor(s).
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The information in this presentation may contain forward-looking statements. All statements, other than statements
of historical fact, that address activities, events or developments that Veritas Investment Research Corporation
("Veritas") believe, expect, or anticipate will or may occur in the future (including, without limitation, statements
regarding any targeted returns, projections, forecasts, statements, and future plans and objectives of the
companies profiled in this presentation) are forward-looking statements. These forward-looking statements reflect
the current expectations, assumptions or beliefs of Veritas based on information currently available to Veritas.
Forward-looking statements are subject to a number of risks and uncertainties that may cause the actual results of
the companies profiled in this presentation to differ materially from those discussed in the forward-looking
statements, and even if such actual results are realized or substantially realized, there can be no assurance that
they will have the expected consequences to, or effects on, the companies profiled in this presentation. For a list of
factors that could cause actual results or events to differ materially from current expectations, please refer to the
Prospectus of the companies profiled in this presentation. Any forward-looking statement speaks only as of the
date on which it is made and, except as may be required by applicable securities laws, Veritas disclaims any intent
or obligation to update any forward-looking statement, whether as a result of new information, future events, or
results or otherwise. Although Veritas believed that the assumptions inherent in the forward-looking statements are
reasonable, forward-looking statements are not guarantees of future performance and accordingly, undue reliance
should not be put on such statements due to the inherent uncertainty therein.
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Veritas Asset Management Inc. (“VAM”), an affiliate of Veritas by virtue of being under common
control that may also from time to time have certain common directors, officers and/or employees, is
registered in Ontario as a Portfolio Manager, Investment Fund Manager and Exempt Market Dealer
(with the same or similar registrations in certain other jurisdictions in Canada) and may, from time to
time, advise and counsel its investment clients, including one or more investment funds established
by VAM, with respect to investments in public companies. VAM is a client of Veritas and receives
presentations from Veritas at the same time as Veritas’ other clients. Veritas and VAM have
implemented policies and procedures to minimize the potential for and to address conflicts of interest,
which are available to clients of Veritas upon request. This presentation may not be reproduced in
whole or in part without the express prior written consent of Veritas. Veritas is a 100% employee-
owned firm. ©2022 Veritas Investment Research Corporation.
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