A Special “Cindy Russell REEVIBC Team” Spring Market Report

WHERE TO INVEST IN REAL ESTATE FOR 2006

If you, lilkke many, hase been following “The Cindy Russell Team” Real Estate reports or hawe
subscribe d to the weelly news letter at warnar BCHomeHunters. cormn, ywou already hase an excellent
grasp of what has been happening and what will happen in your real estate markets. If not, readon.
Feel free to call us or drop us a line by email anytirne you want a "Only The Facts” analysis of your
partioular market~anywhere in Western Canada.

In the meantime let us asl you this question, do you want to buy a house in Vancouver? We hope sou
hase lots of cash, The awerage price of & house in Lotus Land (ower heated Wancouwver and in particular
the downtown pre sale condo market —not the Fraser Wallex) hit $490 004 in February. Think about it
for a second. That's nearly half a million dollars -and 25.5% higher than a. year ago. Pat another wagy, it
now takes a household ncome of $142 000 a year to comfortably purchase a place to live.

Wasn't the real estate market supposed to slow down this wear? Apparently not. And it's not just
Vancouwver that's experiencing double-digit price increases so far this year. Canadian Real Estate
Azzociation (CREA) figures show the average home price from February 2005 to February 2008 rose
95% in Calgary and 15.5% in Edmonton, both economic boomtowns of late. But even relatively
moribund Toronto saw an increase of nearly §%, for an awerage price of almost $354,000, That's a lot of
money to put on the line if you're thinking of investing in the real estate market--let alone looking for a
place to live.

Mo wonder people are talldng about another housing bubble in the maling. Prices continue to soar.
Interest rates are on the rise. Vacancy rates are comparatively higher, maling renting an attractive
option once again. But let's get one thing clear: there isn't a housing bubble.

Let's repeat that' "There. Ien't. A Housing. Bubhble

At loast, not yot and withomt a doubt not in tha Frasar Vallay, Calgary or Olranogan



One of the annoving things about the real estate marlet is that it's difficult to predict or even tell when
it gets too owverheated. Sure, econormists use affordability measures or pricng metrics to get a2 rough
idea of a potential crash. One old rule was that if real housing prices increased 19% over eight quarters,
there could be a bubble. But the truth is those techniques are probably only slightly rmore revealing
than the cocletail party rule--wou know, the one that holds that you're in a bubble when an
acquaintance tells you unprompted that she has just bought two condos, one to live in and one for
inwvesting. & close second is when tax drivers start telling you about the success their friends are
having flipping properties.

Some of those signs are already here. But even with the current market uncertainty, real estate
investing is still appealing to many. Property ownership is easy to understand, you can do it on your
own, and you can physically touch your inwvestment whenewer you want, notes Douglas Gray, a former
real estate and business lawyer and author of 22 boolzs, including 2005's Making Money in Real Estate.
"Real estate traditionally has always been a favoured form of investment and diversification simply
because people can relate to it," says Gray. "The stock market to many people is wery intangible, and
wou're sort of relying on other people to make you sorme money." Historically, real estate is a solid
investment, returning an aserage of 5% a. year over the past 25 years, according to CREA.

But the question every potential real estate investor wants to lmow the answer to hangs in the air’ Can
I still malke money, or hawe I missed the boat?

There's no doubt people hawe been making money busing and selling property lately, but the housing
marlket goes in cycles, and this run has been a strong one since it began in late 2001, Some forrm of
correction is loorning, but the noise you're likely to hear is not the loud pop of a bubble being priclked,
but kind of a squishy sound. That's the sound of a soft landing. "4 soft landing s where o1 see
progressively slower activity because there's no real correction neede d," says Carl Gomes, an econorist
at TD Bank Financial Group. "Looking forward, you can read between the lines and s=e that a
slowdown has already ocourre d in the housing market east of Manitoba, but it's been so soft that it's
obwiously not going to breal the back of the economy as it didin the late 19805 and early 1990s."

Those were the bad old dags of real estate, when industry giants made their wag to banlruptcy
protection workouts and little guys lost their shirts. Speculators bet that the dernand for housing was
inexhanstible and fuelle d a boom that had annual double-digit price increases not explained by
economic fundamentals. Combine that with mortgage rates in the teens, and it was only a matter of
tirne before the whole thing crashed.

This time around, the fundamentals are still good. Yes, interest rates hawe risen and will continue to
increase, but not by much. Paul Ferley, assistant chief econornist at BMO Financial Group, sees five-
year mortgage rates peaking at a little ower 7% in 2008, or roughly 125 to 150 basis points higher than
today's rate of 5.74%. That's still near the record lows set only recently. Another factor in inwestors'
fasmour is that most of the

strength of the market can be explained by the shortage of supply relative to demand, says Gomez.
"Orerall, we see housing price growth slowing to the mid-single -digit lewvels

and sales corning off, but not like they're falling off a cliff, " he adds. "Just a gra.dual, slow, steady
moderation of activity."

That might be enough to put off more slattish types, but one in six Canadian homeowners still plans to
buy an inwvestment property in the next 12 to 24 months, according to a survey by Reddax in Decermber.
£nd those follss are not all millionaires or experienced risk-talzers. While corporate executives and



entreprensurs are expected to be the most active, one in five real estate investors earns $50,000 to

$50, 000, one in three earns $75,000 to $100,000. "For people who want to be in it for the long haul, real
estate iz a safe, tangihle investment, which the stocl: marlet doesn't always bring to the table," says
Michael Folzler, who is regional director of ReMdax Ontario-Atlantic Canada. "That's not to talee away
from the stocks market, but it's that feeling of the tangible inwestment, the brick and mortar."

£nd you get to use other's people's mone v to make money. That's called lewverage. You can get in with a
minimal amount of money; as little a=s $5,000 or less (of course, you'll hawe to get high ratio mortgage
insurance if that's less than 25% of the purchase price, through Canada Mortgage and Housing Corp. or
Grenworth Financal Canada) and hawve renters pay the mortgage. The power of leverage is easily
illustrated: say vou pay $25,000 down on a $100,000 home that increases in walue by 5% in the first
wear, your ROI iz 20%. Paying the full amount using your own money in the same scenario nets you
only 5%. "It's better than anything you can get out there in the wild and wooly world of inwesting in the
stock marlet, unless you're into the scary stuff" says Gray.

Sounds easy enough, but one of the biggest mistalzes neophyte investors malze is not treating their
purchases lilke a business, sags Polzler. That means understanding how capital writeoffs worls, tazation
izsues, the ins-and-outs of finding the right kind of renters and keeping the place up to snuff. That's
why owning real estate isn't for eversone. You've got to live with the knowledge that if the marlzet
turns-and it will at sorme point--you're probably stucl: with a large, immeovable object. You've got to
enjoy fizxing toilets at 2 a1, dealing with sometimes snarky tenants and handling a lot of paperworle.
Or sou've got to be prepared to pay sormeone else to do all that for ou. "Why on earth would you do this
yourself?™ asls Gavin Graham, chief investment officer at Guardian Group of Funds in Toronto.
"Property is a wonderful investrnent, but the problem is ligudity. If you're living in it, thats fine. K it's
an investment property, you have no attachment to it whatsoewer, but sou still have to replace the roof,
pay the utility bills and all the rest of it."

Onece you're ready to becorne a mini-property baron, where, when and what to buy become the toughest
questions. Turns out, the Mo. 1 rule of real estate isn't location, location, location. "It's really 'Dio sour
horneworls, " sags Don Carnpbell, president of Real Estate Inwestment Metworls, whose mermbers hase
bought $1.3 billion worth of property in Canadas he's also author of 2005 97 Tips for Canadian Real
Estate Investors. "Find out what town and what neighbourhoods have a future, not a past. [ don't
really care

where my real estate is. If the economic fundamentals are strong in that region, I'll go put my money
there "

Fundamentals good real estate investing conversations always return to the fundamentals. Camphell,
likke rnany, doesn't believwe there is a bubble either nationally or in the major cities, simply because the
econony 15 buoyvant and the demand is there, despite high prices. Even Wancouwer, the bubbliest city in
the country, is still a good inwvesting marlket, although, to some, the sheer number of condo towers going
up iz a little disconcerting.

The trick, says Gray, is to not focus solely on those cties where values hawe increased in the past three
wears. That's like buving a stock based on past performance alone. Instead, identify those cities with
the potential to grow. That might be the same cities where prices haswe skyroclketed in the past, but that



doesn't matter if there's still room for mprowement. Ask wurself: Where are awerage incomes
increasing faster than the provincial awverage? Where are people and businesses moving? Where are
major transportation infrastructure improwements happening?

fnswering those questions will lead vou to places like Fort St. John, Grande Prairie, and Barrie-most
lilkzely a little out of the way, but then most good deals don't just fall into your lap. "People hase to get
over the emotional attackment of 'Oh, it's got to be within an hour's drive of my house," says Camphell.
"Once you get ower that, wou can really male some mone v in real estate.”

Just remernber to never fall in lowe with an inwestment property. After all, it's just briclks, mortar and
wood. Fall in lowe with the nwmbers, not the property.

House price

House P/E ratio =
’ Rent — Expenses

Fort S5t John, BC

Arerage price January 2008 $105 020 *
One-year change ' -5%

Forecasted 2008 sales' nia.

Property tax rate’ nfa

Marlzet Drivers: If wou hawen't heard of Fort St. John wet, you will Tucle d awag in the northeastern
corner of B.C., Fort St John is she dding its image as just another outdoor tourism spot, and becoming a
mini oil-and-gas boomtown. Don Carmphbell, president of Real Estate Inwesting Metworls, loves this
particular part of Canada, which serves as a hub for the region. A brand new gas plant is being built
near Dawson Creels, 75 kilometres south--a sign of the fact that natural gas pro duction has doubled in
the past 10 years and that the area could hold 50 trillion cubic feet of potential marketable gas. The
province is spending $50.3 million during the next two wears to irnprowe local roads,

which should spur even more people to make the trek north.

* awverage for the Morthern Lights District, which includes Fort 5t John

Grande Praire, AB

Aerage price January 2008 §205 449
One-year change: 19.8%

Forecasted 2008 sales' nia.

Property tax rate: 1.2%

IMarlzet Drivers: In 1992, Real Estate Investing Metworl's research predicted Grande Prairie, 425 lan
northwrest of Edmonton, was an up-and-comer to be watched, as property walues were going to increase
by 50%. Since then, property walues havwe tripled, but Campbell still beliewes there's more upside. "The
northwrest quadrant is going to be fantastic in the next 10 years," he says. Grande Prairie was Canada's
second-fastest-growing city from 1995 to 2001, fuelled by 0il and gas exploration and dewvelopment.
Roughnecls havwe to live somewhere, and by the end of 2004 housing demand and supply were nearly
equal, putting pressure on pricing and stirnulating new housing construction. &s long as oil is king,
investing in Alberta's smaller towns could still be a good mowe.

Edmonton, AB

&rrerage price February 20068 $211,531
Cne-wear change' 15.5%

Forecasted 20085 sales’ 19,250 units
Property tax rate’ 0.597%



IMarlzet Drivers: When U.S. President George W. Bush decried his country's dependence on oil, he
didn't really mean all oil-just oil from shalky regimes. It's no secret that Armericans cowet Alberta's oil,
and Edrmonton is where roach of the new money iz going to flow through. Really, the whole Calgary-Red
Deer-Edrmonton corridor is worth looldng at, although Calgary is becoming expensive. There's $120
billion worth of investment pouring into a province of 3.2 million people, which is sure to attract more
jobs and more worlers from other provinces. If the government twins the road between Edmonton and
the nilsands capital of Fort Mchiurray, that will make an even bigger difference, as oil workers can
then better cormrmute betwreen the two cities.

Barne, OH

&verage price January 2008 $232 450
Cne-year change 6%

Forecasted 2008 sales’ 4 TOO units
Property tax rate’ 1.43%

Marlzet Drivers: This city of 100,000 is a bit of a drive north from Toronto, which means a long
cotrrnute for those worling in the big city. But that will change in 2007, when G0 Transit extends its
train service to Barrie from Toronto, making the trels more bearable. Major transportation
improvernents are a fasourite investing indicator of Don Carmphbell's. "Cnce the Go Train gets there in
2007, the ride thex're going to be on-no pun intended--between 2007 and 20059 iz going to be
substantial. There's already a nice demand, a great lifestyle, good infrastracture " & number of major
businesses are slated to open facilities during the next few years, including a. 300-job Bank of Montreal
call centre. That should keep Canada's fastest-growing city humming.

gINSIDER
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Winnipeg, MB

&rrerage price February 2008 §$145 500
One-year change' 19.6%

Forecasted 20085 sales: 19,000 units
Property tax rate’ 2.44%

Marlzet Drivers' Thinking of busying in Winnipeg? Do your homeworl:s. Sarne goes for Regina and
Saslmtoon. &1 three markets had unprecedente d sales last year, but Campbell wonders what's behind
all that activity. "Winnipeg has gone berserls," says Campbell. "Is it a lot of speculators because housing
iz cheap, or is there actually sormething that's going to hold it up long term™ Housing prices in
Winnipeg increased by 14% in 2005, third-highest in the country behind Victoria and Eelowna, B.C.
Re/Mdax notes that most investors are local, but out-of-towners hawe been coming in, with the most in-
detmand properties being in the $90,000 to $150 000 range. The majority of investors are buying with a
long -termm hold strategy of 10 years or more in mind.

Eitchener-Waterloo, ON

&rrerage price February 20068 $233,015
Cne-wear change' 12.1%

Forecasted 20085 sales’ 5,800 units
Property tax rate’ 1.44%/1.33% *

IMarlzet Drivers' Don Camphell calls the Eitchener Waterloo- Cambridge triangle the "economic &lherta
of Ontario--the area has a fantastic growth opportunity." Higher paying jobs are moving in, and that's
luring more people to the areas Toyota's plant in nearby Woodstock will haswe a ripple effect on the
region as a whole. Re Max notes that more balanced marleet conditions showe d up in 2008, but there iz
still plenty of sales activity for homes priced from $250, 000, Further down the pricng scale, new






