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 The Canadian housing market appears to be losing steam. Resale activity fell 1.3% m/m and was down 

2.9% from year ago levels, the largest annual decline since 2013 according to CREA. Listings rose 1.2% 
in the month, helping to bring the market closer to balance in the month, leading to slight deceleration in 
home price growth.  

 
 The average home price was up  a strong 9% from year ago levels,  marking a modest deceleration from 

a +12% y/y gain in June. Prices were up 14.3% on a quality adjusted basis, with even condo prices 
(+11%) rising at a double-digit pace now.    

 
 The biggest decline in home sales occurred in Vancouver, where sales were down 18% year-over-year 

and almost 28% from the peak reached in February of this year.  Sales were flat to up moderately in 
many other major markets relative to last month, including Toronto (+0.5%), Victoria (+0.2%),  Calgary 
(+0.4%), Edmonton (+1.7%) and Montreal (+3.6%).  
 

 Most of the price pressures continue to be driven by markets in Ontario and B.C., which are still relatively 
tight. The months of inventory is about half the national average and at record low levels in both 
provinces. The average home price in Vancouver and Toronto were up 16.5% y/y and 16.3% y/y 
respectively in July alone.  Excluding Ontario and B.C., home prices were down 0.2% year-over-year.     

 
Key Implications 

 
 The macro back drop for housing still remains fairly favourable, with Canadian interest rates heading 

lower again this year. Low interest rates and continued pent-up demand should help lift housing markets 
across the board, and help offset rising unemployment in commodity-dependent markets. While we think 
an elevated unemployment rate will keep housing activity depressed in Calgary, Edmonton, Regina and 
Saskatoon, the peak-to-trough decline in home prices in these markets is likely to be more modest than 
originally anticipated.     

 
 Vancouver is likely to be the sole exception. While the decline in sales activity so far this year may partly 

reflect a lack of supply, the new 15% land transfer tax on foreign buyers is likely to reinforce the downturn 
already underway. TD Economics' forecast assumes residential sales fall an addition 14% to 20% due to 
the tax, not only as foreign buyers leave the market, but as domestic players get spooked and move to 
the sidelines. Overall, home prices are expected to fall by almost 10% between now and the end of 
2018.   

 
 Toronto, in contrast, is expected to move ahead of the pack as low interest rates and relatively lower 

prices (when compared to Vancouver) make it a more affordable and attractive proposition.  If Ontario 
does not follow B.C.'s lead in taxing foreigners, foreign buyers could shift their attention to Toronto.  

 
 Overall, average home prices are expected to rise at a double-digit pace this year yet again, even as the 

regional story shifts. Next year, moderately rising interest rates and new capital requirements for big 
banks may lift the cost of borrowing and take some steam out of housing activity.  
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