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May 15, 2024
Influx of new listings help ease supply-demand pressure

We saw a healthy number of new listings come to market this April—but
even so, buyers remained on the sidelines across most major Canadian
markets. Slower sales amid the influx of supply brought the available in-
ventory back to pre-pandemic levels, relieving some of the supply-demand
pressure in Canada’s housing market.

Unlike prior months, activity dropped more broadly across regions with
Saskatchewan, New Brunswick, and Newfoundland the only provinces to
record a month-over-month increase in activity in April. Canada’s more
expensive markets, on the other hand, continued to show softness.

Sales activity remains slow in anticipation of interest rate cuts

April was another quiet month for resale activity in Canada. Seasonally
adjusted home resales fell 1.7% month-over-month at the national level,
bringing activity down to the lowest point this year. The market softening
was more broad-based in April which was a disruption from the mixed
market activity observed earlier this year.

Even Alberta, where activity has been fairly strong, posted a drop in activi-
ty (-4.5% m/m). We take this reading with a grain of salt as month-over-
month sales can be volatile, particularly early in the busy spring buying
season. However, this could also be early indication of potential buyers
tapping out after months of aggressive home price growth. We'll look to
sales activity in the coming months for a clearer picture of buyer appetite
in the province.

Some markets in Quebec (-1.3% m/m) also changed course, recording
weaker sales this April. A similar trend was observed in Halifax (-6.2% m/
m) and Winnipeg (-4.6% m/m) as well.

As in prior months, activity was weakest in Toronto (-3.4% m/m) and its
surrounding areas—including Hamilton-Burlington (-3.8% m/m)—and
some major B.C. markets—like Victoria (-3.7% m/m) and the Fraser Valley
(-8.1% m/m). Vancouver, on the other hand, bucked the weakening trend
with a 5.1% increase (m/m). This is the second consecutive month activity
in this jurisdiction has outperformed the national average.

More sellers come to market

April 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 -1.7 10.1 2.8 349 0.0 -0.9 0.53
Toronto -3.4 -5.5 5.9 49.1 0.4 -1.0 0.42
Montreal 14 14.2 -24 10.3 -0.8 33 0.64
Vancouver 5.1 4.0 8.0 61.4 -0.2 2.8 0.43
Calgary -6.0 6.5 7.0 11.3 04 9.9 0.82
Edmonton -1.6 52.9 -1.6 12.8 0.4 516) 0.78
Ottawa -6.1 12.2 -5.0 38.8 0.0 16 0.52
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We saw more sellers come out of the woodwork this April. The influx of listings helped ease some of the housing market pressure in
Canada, bringing inventory back to it's February 2020 level of 4.2 months worth of supply.

Sellers were especially active in B.C. and Ontario this April. We expect some of the increase was in response to the federal govern-
ment’s change to the capital gains inclusion rate as sellers rush to list their unit(s) ahead of the June implementation date.

In Canda’s tighter Alberta and Saskatchewan markets, on the other hand, new listings activity is still materially lower than pre-
pandemic levels—keeping supply-demand conditions particularly tight.

Home prices remain flat

Home prices remained flat in April, following a marginal 0.2% m/m decline in Canada’s MLS home price index in March. This marks
the third consecutive month where price growth has been virtually unchanged. We see this as a clearer indication that Canada’s home
price correction has largely run its course.

Still, an acute lack of affordability is keeping prices from picking up materially in most markets. The hotter Prairie markets—like Saska-
toon (+1.0% m/m) and Calgary (+0.4% m/m)—were among the few markets where prices continued to climb at a solid clip. Toronto
(+0.4% m/m) also posted a third consecutive increase in it's composite MLS Home Price Index in April, indicting a gradual recovery
from the sluggish period this winter.

Notwithstanding the inflow of new listings recorded last month, we still expect prices to rise more gradually over the second half of the
year and into 2025.

Budget constrained buyers keep activity subdued

Though the influx of new listings has helped rebalance Canada’s housing market, budget constrained buyers are keeping housing
market activity subdued. At the margin, we could see recent tax changes prompting more investors to sell before changes to the capi-
tal gains inclusion rate take effect this June—but ultimately, we think a pivot towards rate cuts will be needed to get the wheels turning
faster. For now, poor affordability appears to be keeping budget constrained buyers on the sidelines.

MLS Home Price Index - Vancouver MLS Home Price Index - Calgary MLS Home Price Index - Edmonton
Year-over-year % change in the composite index Year-over-year % change in the composite index Year-over-year % change in the composite index
40 0

40
30
30
2 April2024 5
[‘b /\/\“}L April 2024
10 10 5.5

\/ Y v \/. N /\ N

N Ny
-10 -10
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2

8

3

20
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

: - . Source: Canadian Real Estate Association, RBC Economics
Source: Canadian Real Estate Association, RBC Economics Source: Canadian Real Estate Association, RBC Economics

MLS Home Price Index - Toronto MLS Home Price Index - Ottawa MLS Home Price Index - Montreal

Year-over-year % change in the composite index Year-over-year % change in the composite index Year-over-year % change in the composite index

30
25 20
20
15
15
10 10 .
pril 2024 April 2024 pril 2024
-1/ 5 1.6 5 34
V [ i i

T y

-15
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

-10

20 -10
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Canadian Real Estate Association, RBC Economics Source: Canadian Real Estate Association, RBC Economics Source: Canadian Real Estate Association, RBC Economics

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without ex-
press authorization of the copyright holder in writing. The statements and statistics contained herein have been prepared by RBC Economics Research
based on information from sources considered to be reliable. We make no representation or warranty, express or implied, as to its accuracy or com-
pleteness. This publication is for the information of investors and business persons and does not constitute an offer to sell or a solicitation to buy secu-
rities.

®Registered trademark of Royal Bank of Canada.
©Royal Bank of Canada.




