
Confession time: I was surprised, and big time, by the market data for the third quarter. Watching from afar (Etobicoke, 
Ontario) I had been expecting that there would be a big drop. The 15% foreign buyers’ tax would sharply reduce activity 
in Vancouver. A portion of the reduction would be pushed to other areas within the province. The result would be a drop 
for total activity. 

Yet, Landcor’s data for the third quarter of 2016 shows continued growth. The 43,223 transactions equated to 37,600 on 
a seasonally-adjusted basis. This is 5.5% higher than the rate for the second quarter.  And. It is the highest seasonally-
adjusted rate since the fourth quarter of 2007. (In this chart, the fat blue line is a trend generated by Excel. That trend has 
been rising since early 2012.) 
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Well, I got over the initial surprise, and the numbers are starting to make sense.

The fundamentals in BC are excellent.

The province has been experiencing rapid job creation during the past year and a half, at an annualized rate of 3%. For all 
of Canada, on the other hand, the rate is just 1%. Even in Ontario, which should be benefitting from the drop in the price 
of oil and the weaker Canadian dollar, the growth rate is just 2% for the same period. The strong employment situation 
is encouraging BC residents to get into the housing market. Moreover, it is encouraging people to move to BC from other 
provinces.

BC Housing Market Overview (cont’d)

In addition, continued declines in interest rates have meant that for people who have recently found jobs, housing affordability 
is very positive.  During the third quarter, major lenders were offering 2.5% for 5-year fixed rate mortgages. Some smaller 
lenders were offering even lower rates.  This chart illustrates that during the past three years, falling mortgage interest 
rates have resulted in stronger sales. 
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BC Housing Market Overview (cont’d)

As I have commented here previously, housing affordability in BC is much better than is generally appreciated. In part, that 
is because a lot of the discussion about affordability is based on posted interest rates (currently 4.64% for 5-year terms) 
rather than the interest rates that are actually available in the market.  This chart combines data on interest rates and 
average wages, plus Landcor’s price data, to create an index of mortgage costs.  This data shows that mortgage costs are 
just slightly above the average seen over the past decade and a half (which is shown by the flat orange line). Affordability 
is still better than it was a decade ago. 

More abstractly: part of the mortgage payment is repayment of principal, and this is a form of saving for the home owner 
(although it is “forced saving”). In that sense, the principal part of the mortgage payment isn’t truly a cost of home 
ownership: the true cost of finance is the interest part only. The next chart shows that the interest cost of home ownership 
is now exceptionally low.    
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BC Housing Market Overview (cont’d)

The price statistics for BC suggest that there has been a very rapid deceleration. But, the price data for the third quarter are 
highly distorted by a change in the composition of the market, which has resulted from the foreign buyers’ tax. I am highly 
tempted not to show a chart on prices. Here it is anyway, with the advice that we should disregard it.

A Geographic Shift 

The 15% foreign buyers’ tax has caused a sudden, very substantial shift of housing market activity in BC.

Over a three year period (2013-Q3 to 2016-Q2) Vancouver accounted for 48.0% of housing sales in the province. For 
2016-Q3, that share fell sharply, to 41.9%. (In fact, looking at months separately shows an even more dramatic impact. 
The Vancouver shares were: July – 46.7%; August – 40.4%, and September – 37.5%.) 

On the other hand, shares increased for Vancouver Island (from 16.0% to 19.3%), Okanagan (from 13.2% to 16.3%) and 
Fraser Valley (from 11.9% to 14.7%). Kootenay and BC North/NW saw drops on their shares.

That outcome is about what was expected.

But, there are several big surprises in the data.  

While Vancouver lost some of its share of the provincial total, the number of units sold was still quite good, as is shown 
in the following table. In terms of number of units, Vancouver’s total sales were almost the same as last year (and much 
better than 2014-Q3).
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Out of the five other regions of the province, four (with BC North/NW being the exception) saw big increases in 2016-Q3 
versus a year ago and two years ago.  This allowed the provincial total to increase in the quarter.

BC Housing Market Overview (cont’d)

Will Dunning has been analyzing housing markets since 1982. His consulting firm provides custom 
analysis to clients in the private, public, and non-governmental sectors. 
His website is www.wdunning.com.

In other words, housing markets across BC have developed very strong momentum. The foreign buyers’ tax has 
interrupted the momentum in Vancouver, but not reversed it, at least not so far. And, as we should expect, it has not 
negatively affected the other regions. What is unclear, is whether the other regions have actually gained some of the 
growth that Vancouver has lost.  We’ll have to leave that question for another time. 

Another Threat 

On October 3rd, the federal government announced a set of changes to mortgage insurance. In order to qualify for 
insurance, mortgages must be “stress-tested” using the “posted rate” for 5-year, fixed rate mortgages. That rate is 
determined by the chartered banks, and is currently 4.64%, or more than two points higher than the actual rates that 
can be obtained in the market. 

Few analysts have published estimates of the expected impacts, but those who have seem to see an 8% reduction in 
total resale market activity. I have published my own review. I accept the 8% figure, but as a first-round impact. There are 
likely to be subsequent effects, which could easily double the impact, and perhaps triple it. That review is on my personal 
website (www.wdunning.com, in the Recent Reports section). 

Evidence on the actual effects will emerge only gradually. I expect that there will be virtually no impact on closings in 
the fourth quarter. The first quarter data should give us a sense of the first-round effects and the second-round effects 
should appear in the second quarter.

I am fearful that this won’t affect just the housing market. It could be large enough to do harm to the broader economy.

As for BC: well, Vancouver has gotten squeezed at the top by the foreign buyers’ tax. This new federal move will squeeze 
the bottom of the market. The middle isn’t being addressed directly, but we should expect that it will also be affected.

2017 may prove to be a very interesting year, but not in the fun way. As I have said before, the biggest risk in the housing 
market is not from the economy or the market, it is on the policy side.



The Landcor Report			

Learn more about market trends in BC	 landcor.com6

1 % change  Q3’2016- Q2’2016     2 % change Q3’2016- Q3’2015

Sales Counts/BC All

Median Sale Prices/BC All

BC Residential Sales Summary for Q2, 2016
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Sound real estate decisions are made using the best possible information. Incorporated in 1987, 
Landcor Data Corporation has grown to be one of the most trusted providers of objective real estate 
data and analysis in British Columbia. 
During the past two decades we’ve helped hundreds of clients achieve their goals by offering the most 
comprehensive real estate data, analysis and insight available. From real estate valuation and analysis 
to land economics research and systems development, our staff of highly qualified experts are here to 
help you find solutions to your real estate analysis and data needs. Landcor maintains the largest, most 
comprehensive database of historical sales and current information on BC residential and commercial 
real estate. 

Landcor’s database includes:

• BC Assessment data on 2.1+ million properties,
• Sales transaction data for BC, including prices updated weekly,
• Geographic location data used in custom reports

“I am confident that 
no other system in 

North America could 
offer such high 

quality valuations 
for residential 
properties”

Stanley Hamilton, Professor Emeritus 
in Urban Land Economics, UBC

Rudy Nielsen, R.I., F.R.I
President 

A Message from our President



Learn more about the data services that we offer	 landcor.com

Sign up to receive Landcor’s Quarterly 
Reports and Newsletters by visiting 

landcor.com

Landcor Valuation Products

Landcor proudly offers user-friendly products, tools and services helping a variety of industries 
make confidential real estate decisions.

The Property ValuatorTM

The Adjusted Value ProfilerTM

The Property ProfilerTM 
Title Search Plus
Corporate Searches
Form B`s ... and more!
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