British Columbia Q4, 2016
Residential Sales Summary
October - December

Report prepared by economist WILL DUNNING. Views expressed by Will Dunning are his own and do
not necessarily represent those of Landcor Data Corporation. Will Dunning operates a consulting firm that
specializes in analysis of housing markets.

BC Housing Market Overview
The 15% foreign buyers’ tax has clearly weighed on housing activity, for the Vancouver area and for the province as a
whole. Yet, while activity has slowed, it is still relatively healthy in an historic perspective: seasonally-adjusted sales for the
fourth quarter were slightly (4%) above the average seen since the start of 2001.

Another way to look at sales is on a per capita basis: since the population is growing and the inventory of existing dwellings
that might be sold is also expanding, we should expect sales to trend upwards over time. On this basis, the picture is less
positive, as fourth quarter sales are 6% below the average seen since 2001.
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BC Housing Market Overview (cont’d)

By either measure, fourth quarter sales were reasonably close to a “normal” level. From my perspective, this is
a pleasant surprise (so far), since I have feared that the policy changes made during 2016 might have gone too
far. There are, no doubt, more surprises to come.
Major policy changes from the provincial and federal governments are intended to suppress housing activity. The
federal changes were announced on October 3rd and have gradually taken effect since then: the major federal
change is that for insured mortgages, the borrowers must pass a “stress test” that calculates their gross debt
service (GDS) ratios and total debt service (TDS) ratios using the “posted rate” for 5-year fixed rate mortgages.
That rate is currently 4.64%, or about two points higher than the actual rates that will be paid. Thus, the data
for the fourth quarter of 2016 is too soon to see the effects from the federal policy changes.
All of these provincial and federal policy changes will have direct effects, by removing potential buyers from the
market. Those direct effects will operate relatively quickly.
The policy changes can also have indirect effects, and those effects will tend to evolve over time:
To what extent do the policy changes affect consumer psychology and expectations? For example, if potential
buyers expect (or fear) that house prices will fall, they may hold-off. The reduction in sales can turn the fears
into a self-fulfilling prophecy.
A reduction of housing activity weakens the broader economy, which in turn further reduces housing activity and
impairs price growth.
The indirect effects combine over time, so that initially moderate (direct) effects can be amplified. The ultimate
outcome (and its timing) is unpredictable.
The US housing-led crisis illustrates that the indirect effects can be gradual and can ultimately become very
strong. The American resale market peaked in early 2005, then was roughly flat for about a year. This was
followed by more than a year of weakening sales. The sharp plunge didn’t start until 2017, about two years after
the market had peaked. It took time for the initial bad news to get the attention of consumers and for downward
momentum to build.
The drop in Vancouver’s sales has been much greater than we should expect as a direct result of the foreign
buyers’ tax: for the fourth quarter of 2016, residential sales were 28% lower than a year earlier. This hints quite
strongly that there is a (negative) psychological element already in the market.
So far, this has reduced the frothiness (excess exuberance) in the Vancouver market: while fourth quarter sales
were much lower than in 2015 and also lower compared to 2014 (by 12%), they were healthy compared to 2011
to 2013.
In short, the great unknown at this juncture is how the psychological factors will evolve during the coming year
(and beyond). In the end, we might find that the impact of the provincial and federal policies was “just right”.
But, it might happen that those policies aren’t strong enough to tame the market. On the other hand, it might
be that the policies are too stringent, and will cause serious harm, not just to the housing market, but also to
the broader economy.
Let’s keep watching.
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BC Housing Market Overview (cont’d)

A Geographic Shift
While Q4 sales in Vancouver were sharply lower compared to a year ago (by 28%), for the entire province the
reduction was just 9%. This was because sales increased for Vancouver Island (by 15%), Kootenay (11%), and
Okanagan (29%). On the other hand, sales fell in Fraser Valley (3%) and BC north and north-west (13%).
For all of 2016, BC’s residential sales rose by about 13%. Total annual sales fell in just one region (about 7% in BC
north and north-west). Annual activity rose marginally in Vancouver, and more substantially in Vancouver Island
(28%), Kootenay (10%), Okanagan (26%) and Fraser Valley (35%). The 15% foreign buyers’ tax has caused a
sudden, very substantial shift of housing market activity in BC.

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.ca
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A Message from our President
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.
For over 20 years 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 reports

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

Landcor® Data Corporation
200 – 313 Sixth Street
New Westminster, BC
V3L 3A7
This report is provided by Landcor Data Corporation (“Landcor”) as a courtesy for general information purposes. Because the data in this report is provided to Landcor by the British
Columbia Government and its various agencies, Landcor has no control over the accuracy of the data. The information in this document (the “content”) is therefore provided “as is” and
“as available”. The content is provided without warranties of any kind, either express or implied, including, but not limited to, implied warranties of merchantability, fitness for a particular
purpose, or noninfringement. Landcor, its subsidiaries, or its licensors are not liable for any direct, indirect, punitive, incidental, special or consequential damages that result from the
use of this content. This limitation applies whether the alleged liability is based on contract, tort, negligence, strict liability or any other basis, even if Landcor has been advised of the
possibility of such damage.
Because some jurisdictions do not allow the exclusion or limitation of incidental or consequential damages, Landcor’s liability in such jurisdictions shall be limited to the extent permitted
by law. While this information is believed to be correct, it is represented subject to errors, omissions, changes or withdrawal without notice.
© 2017. All information herein is intended for information purposes only.
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