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Home resales in Canada

o e sty i ot sepuatized Canada’s housing market stays quiet as end of year nears
900
400 The pace of decline may have slowed in recent months but Canada’s
0 housing market is still firmly in correction mode. Home resales fell another

3.3% m/m and prices a further 1.4% in November across Canada. We
think the massive interest rate hikes and loss of affordability over the past
year will hold back buyers into 2023, keeping prices on a downward trajec-
tory in the near term.
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200 Ontario, BC markets are especially soft
100 Novere The market’s slide remains widespread. Very few markets bucked the

weakening trend last month—Ottawa and Gatineau were among them
activity-wise though just barely. The number of homes changing hands is
running below pre-pandemic levels in most regions of the country. Activity
is especially soft in Ontario and BC, where sales in many markets have
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Sales-to-new listings ratio in Canada slumped to their lowest levels in a decade or more (excluding the pandem-
0 Seasonally adjusted ic shutdown period). This group includes Victoria, Vancouver, the Fraser
) Valley, Guelph, Kitchener-Waterloo-Cambridge, London, Hamilton, Niaga-
0.90 Seller's market

ra, Toronto and Ottawa. The deep correction is largely payback for over-
shooting earlier in the pandemic. Other markets in Quebec (e.g. Montreal)
and Atlantic Canada (e.g. Halifax) also currently operate at historically low
levels.
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Balanced market

oo b\ Beencedmarket . Prairies down but far from out

Despite downshifting materially, activity in many Prairie markets is still
quite robust. Resales remain well above pre-pandemic levels in Calgary,
o Edmonton, Saskatoon and Regina. Those markets likely benefit from
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Stronger provincial economies and migration ﬂOWS, after a |0ng challeng—
Source: Canadian Real Estate Association, RBC Economics ing period in the years preceding the pandemic_
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Buyers hold a stronger hand in Ontario and BC...
Qt'a-rsovHe?’:‘a?%ignce 'Ir:hdex - C'anadda While demand-supply conditions look reasonably balanced nationwide—
o ge n the composite index the sales-to-new listings ratio, at 0.50, is right in the middle of ‘balanced

%0 territory’—this is not the case across many markets in Ontario and BC.

5 Conditions are favourable to buyers or on the cusp of becoming so in Vic-
20 toria, Vancouver, the Fraser Valley, Hamilton, London, Niagara, Toronto
15 and Ottawa. The sales-to-listings ratio in each of these markets is close to
10 0.40 (the threshold below which buyers historically have had more sway

5 \/ \/\/ November market snapshot
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(% change) (% change) Index (% change) listings ratio
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Source: Canadian Real Estate Association, RBC Economics Canada 33 -38.9 13 6.1 14 42 0.50
Toronto -2.4 -49.6 2.5 -11.5 -1.1 -5.3 0.40

Montreal -4.3 -38.0 1.0 -3.4 -0.2 1.1 0.55

Vancouver -13.3 -63.5 -10.0 -22.2 -1.0 -0.5 0.40

Calgary -0.5 -24.3 1.4 -16.0 0.2 9.7 0.71

Edmonton -6.7 -32.0 0.9 -56.3 -0.7 -0.6 0.48

Ottawa 1.2 -42.4 -0.2 1.1 -0.5 -0.7 0.44
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on prices).

...and are wielding it to extract further price concessions

Its no surprise then to see some of the larger price declines taking place in these markets. Since the peak earlier this year, the MLS
Home Price Index has plummeted in Cambridge (-21%), London (-19%), Kitchener-Waterloo (-19%), Brantford (-18%), Hamilton-
Burlington (-18%), Kawartha Lakes (-17%), Barrie (-17%), Chilliwack (-16%) and the Fraser Valley (-13%). Property values also fell
markedly in the Greater Toronto Area (-12%) and to a lesser extent in the Greater Vancouver Area (-6%). We expect buyers will suc-
ceed in further reversing some of the earlier outsized price gains in Ontario and BC in the near term.

Steady but moderate price erosion elsewhere

Relatively tighter demand-supply conditions temper the pace of depreciation in the rest of Canada. The MLS HPI is down by single
digits in the majority of markets in the Prairies, Quebec and Atlantic Canada since the cyclical peak. Calgary and St. John’s are two
exceptions where the index has only plateaued so far. Halifax, on the other hand, has recorded a double-digit drop (-10%) as local

buyers deal with a sharp deterioration in affordability during the pandemic. Montreal’s price correction to date has been moderate (-
5.5%).

Cool conditions likely to persist for some time

While we interpret the slowing of the pace of decline as a sign the market downturn has run most of its course, we don’t expect things
to heat up again in short order. Higher interest rates and stretched affordability will continue to challenge buyers for some time. This
will keep activity quiet for a while longer even if it stabilizes near current levels. We think benchmark prices will keep trending lower
until spring.
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