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Data Release: New home construction holds up amidst ongoing volatility in existing home market 

 Builders broke ground on 184k new housing units (annualized) in November, slightly less than the 192k 
started a month earlier.  Still, the 6-month moving average in Canadian housing starts held steady at 
roughly 199K.  

 The monthly drop in starts was driven by a 7.7% decline in multiple starts, which tend to be volatile. 
Single-starts held steady at 61k, a level they have been hovering around since 2014.  

 On a regional basis, there was a clear east-west divide. Starts were down in Ontario (-31.9%), Quebec (-
4.2%) and the Atlantic region (-10.1%), but up in British Columbia (72.7%) and the Prairies (+1.6%).   

Key Implications 

 Starts are volatile on a month-to-month basis and the six-month moving average better reflects the 
underlying health of the new home market. Near-200k units is roughly consistent with household 
formation. Household growth is being supported by a wave of millennials exiting their parents' homes and 
by record levels of immigration.  

 Nonetheless, the combination of soft employment gains, tighter mortgage insurance regulation and rising 
mortgage interest rates are likely to bite into that demand in the New Year. Overall, we expect starts to 
edge down to 180k by the end of 2017 and 175k by the end of 2018. 

 The interesting story in today's release was the clear diverging trends between the new home market and 
the existing home market in B.C. and Ontario. In B.C., starts continue to top record levels despite the 
correction underway in the existing home market. This likely reflects a combination of the lags between 
housing demand and new home construction and the shift in demand preferences from the existing home 
market to the new home market for first time homebuyers. In its last budget the B.C. government 
exempted first time homebuyers from the land transfer tax on new builds priced under $750,000. It is 
estimated that over 10,000 households have already taken advantage of this tax saving. This trend may 
limit the downside risks to overall economic activity from the 15% contraction in the average existing 
home price.  

 The opposite is true in Ontario where new home construction has not picked up along with the strength in 
the existing home market. While sharply rising home prices, increasing mortgage rates and changes in 
mortgage regulation will continue to cut into affordability, a lagged supply response in Ontario should limit 
the downside to home prices as housing demand slows in the coming years. 
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