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Home resales in Canada

Thousand units, seasonally adjusted and annualized
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Sales-to-new listings ratio in Canada
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MLS Home Price Index - Canada
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MONTHLY HOUSING MARKET UPDATE

February 15, 2023
Home prices still dropping across Canada

Weakening housing trends remain the central theme early in 2023 across
Canada. Home resales and prices fell again nationally and in the majority
of markets in January, extending nearly year-long slides. The latest data
confirmed the pace of decline has slowed since the fall for resales—
pointing to a nearby bottom. But so far there are few indications the price
correction has run its course. The national composite MLS Home Price
Index fell 1.9% m/m in January, which represented a slight acceleration
from the 1.6% average decline in the prior five months. We expect proper-
ty values to fall further in the near term as buyers contend with persistent
affordability issues.

BC and Ontario under pressure

The situation in BC and Ontario is particularly tense. January activity was
the weakest in 14 years in both provinces. Demand-supply conditions
have been soft since summer, leading to material price declines. The MLS
HPI is down 12% since the cyclical peak in BC and 18% in Ontario—both
exceeding the 15% drop nationally. Prices in some local markets have
slumped even more, including London (-26%), Cambridge (-25%), Kitche-
ner-Waterloo (-25%), Brantford (-24%), Hamilton (-23%), the Niagara re-
gion (-20%) and Barrie (-20%). The slide continued largely unabated in
January for the most part.

Other regions feeling it too

But the price correction extends well beyond BC and Ontario. The MLS
HPI is down since the cyclical peak in all but one province (Newfoundland
and Labrador, where the index is still trending upward) in the rest of the
country. It’s just the magnitude of the decline so far has been more mut-
ed—between -10% (Manitoba) and -1% (Saskatchewan). The vast majori-
ty of markets outside BC and Ontario recorded a further decline in Janu-
ary. It was in fact Quebec City that surprisingly posted the biggest monthly
drop (-6.3%) in the country. Saint John (up 2.3% m/m), Saskatoon (up
1.5%), Halifax-Dartmouth (up 1.4%) and Calgary (up 0.4%) are among the
few markets where prices rose from their December level.

More downside in view
Indications that activity is levelling off in Ontario and may soon do so in

January market snapshot

Home resales New listings MLS Home Price Sales-to-new
(% change) (% change) Index (% change) listings ratio
M/M YIY M/M YIY M/M YIY

Canada -3.0 -37.1 3.3 -1.1 -1.9 -12.6 0.51
Toronto 0.3 -45.0 2.8 -3.6 -2.2 -14.2 0.39
Montreal -4.0 -36.4 6.3 -4.3 -0.8 -5.5 0.56
Vancouver -8.6 -55.8 23.6 -20.4 -1.2 -6.6 0.38
Calgary -8.1 -40.6 -8.7 -21.9 0.4 6.1 0.69
Edmonton -5.3 -26.4 -1.3 8.0 -1.5 -3.6 0.50
Ottawa -4.4 -35.3 -1.5 15.8 -2.8 -10.7 0.47
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other regions suggest the housing market correction in Canada is likely in a late stage. Still, we see downward price pressure continu-
ing across most of the country in the coming months. The Bank of Canada’s 25 basis-point increase in its policy rate in January—the
last hike this cycle in our opinion—will keep things challenging for buyers from coast to coast. We believe prices in BC have the big-
gest downside at this stage given the extremely poor affordability situation in the province, high sensitivity to interest rates and soft
demand-supply conditions. Massive earlier gains in Ontario also leave plenty of room for prices to fall deeper in several markets, in-
cluding the Greater Toronto Area, although we think most of the correction is behind us.

Supply side watch

While climbing 3.3% m/m in January, new listings in Canada are still trending lower. We expect that trend to reverse as the end of the
Bank of Canada’s rate hike campaign prompts more sellers to list their properties. Higher interest rates may also press a number of

current owners to sell if mortgage payments become unmanageable. To date, mortgage delinquency rates have remained exception-
ally low across Canada (at just 0.14%).
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