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Data Release: Canadian resale activity pulls back in April, but some regional markets are stronger than 
others 

 Canadian existing home sales fell 1.7% in April from record level set in the previous month, but remain 

still fairly elevated. The bigger mover was a 10% increase in listings in the month, which helped bring 

down the sales-to-listings ratio to 60.1 from 67.3 in the prior month. While the market tightness eased 

substantially last month, the Canadian market as a whole is still in seller's territory, albeit marginally.   

 With market conditions still relatively tight, the average sales price was up 10.6% year-over-year and the 
quality adjusted MLS was up a stunning 19.8%. Home prices were rising sharply for all types of housing, 
with price growth ranging from 21.8% y/y for single-detached homes to 18.8% y/y for apartments.   

 The details are largely in the regional story. The drop in sales was driven by markets across southern 
Ontario (led by a 6.7% decline in the GTA) and Quebec (sales were down both in Montreal and Quebec 
City), while most other markets posted a modest increase. Existing home sales in the Greater Vancouver 
Area are starting to shake off impacts of last year's changes to provincial and federal housing policy, but 
remain still well off last year's peak levels.   

 The biggest increase in listings was also in the GTA (+36%), which helped bring the sales-to-listings ratio 
well within balanced territory. Home price growth, however, remained fairly sticky, with the GTA posting 
the hottest price growth across the country. The MLS HPI was up 31% year-over-year.  

 However, most other markets in southern Ontario and mainland BC remained the tightest across the 
country. The months of inventory held below 2 months in Ontario and 3 months in BC, compared to the 
national average of 4.2.  As such, home price growth ranged across the country from a still hot 11% y/y in 
Vancouver to over 20% y/y in key markets in Southern Ontario. Price growth was  4% to 5% in markets 
east of the GTA, and then marginally negative to flat in the Prairies.    

Key Implications 

 From a national perspective, April was the month we anticipated the full impact of the federal 
government's package of tighter qualification guidelines for both homeowner insurance and portfolio 
insurance would unfold, given lags on implementation and mortgage pre-approval timelines. These rules 
were some of the most restrictive measures announced since the federal government started tightening 
mortgage rules back in 2008 and were further compounded by a non-residents tax in both Ontario 
(announced April 20th) and Vancouver (announced in July of last year).   

 The regional impact has varied, however, from a more immediate impact in British Columbia where the 
market had already begun to weaken prior to the policy changes, to a more delayed reaction in the GTA 
and Quebec markets. The GTA weakness in April may have also been driven to buyers moving to the 
sidelines due to policy uncertainty as the Ontario government plans to implement new policy measures 
was anticipated well before the April 20th announcement.   

 Policy and tax changes should see real estate markets take a breather in the next few months, but 
ultimately these effects should prove temporary. Markets in BC will likely be the first to trend higher given 
they were first to experience the slowdown. Having said that, while the effect of the basket of policy 
measures implemented at the federal and provincial levels begins to wear off, higher interest rates should 
ultimately help keep market activity from running away from underlying economic fundamentals once 
again. Our forecast calls for a 120 basis point increase in the 5-year government bond yield by the end of 
2018, with most of this likely passed into higher mortgage rates. Overall, we expect that housing policy 
changes have kick-started a soft landing, while higher mortgage should help solidify it.   
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