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Vancouver’s housing market continued its bumpy ride
in October. As has been the case throughout 2018,
each month has brought weaker than normal sales,
rising inventory, and continued downwards pressure on
prices. Across the city of Vancouver, which has been the
leading indicator for future movements in the outlying
suburbs, home sales fell 27% year-over-year in October.
This allowed inventory to grow by 24%, pushing prices
lower across all property segments. Meanwhile, the
macro economic landscape continues to suggest we
are in the late stages of this credit cycle with home sales,
and housing starts declining across Canada. Further,
with the Bank of Canada determined to reach a neutral
rate of interest of between 2.5-3.5%, borrowing power
continues to erode. Market activity seems poised to
remain sluggish in the dark winter days ahead.
•
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Detached Market

The detached market has continuously posted 27-year lows in sales throughout this year.
If there was any silver lining for the detached housing market, it appears to have come in
October. This October there were 145 single family home sales, slightly higher than the
142 posted in October 2016 after the market went into a free fall following the foreign

Vancouver Detached House Sales in October
Source: REBGV, Steve Saretsky

buyers tax. So we no longer have a 27-year low in house sales. However, the recent bump
is nothing to get too excited over. Other than 2016 and 2008, this was indeed the third
worst October on record for Vancouver house sales.
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Inventory also declined year-over-year by 4.7%, which was primarily a result of sellers
taking their house off the market and trying to wait out current conditions. This is explains
why new listings fell by 14%. While some sellers are trying to suppress new inventory from
flooding the market, home sales are so weak that it still leaves 11 months of supply for sale.
This has paved the way for buyers to negotiate steep discounts.
We have now been in a weak detached housing market for over two years and as a result,
price declines are becoming more noticeable and more significant. There is strong
evidence from previous housing booms that volumes tend to lead prices by about two
years, and for the most part that has been the case here in Vancouver. The official MLS®
benchmark index, which smoothes out larger price fluctuations and is modeled to
determine the price of a “typical home” , now shows a 7.8% decline in prices from October
2017. This model tends to be a lagging indicator and by all accounts is under reporting the
true decline in house prices.
MLS® HPI Price
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As is the case in any housing market, there’s no perfect metric to measure the rise and
fall of home prices. For example, while the MLS® benchmark shows a 7.8% decline, the
median sales price shows a 13% drop from last year and the average price has plummeted
by 20%. Either way you slice it, house prices have taken a fairly significant decline over the
past year.

Vancouver Median Detached Home Sale Price

We are seeing more forced sales as a result of Vancouver’s vacancy tax and BC’s proposed
speculation tax which is slated to begin starting January 2019. Remember, a house that
is listed for sale but does not sell in the calendar year is still subject to Vancouver’s empty
homes tax of 1% of the assessed value.
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Condo Market

Vancouver’s condo market continued its downwards trend in the month of October. This
should generally come as no surprise considering Real Estate markets are incredibly slow
moving and are highly dependant on the availability of mortgage credit. In other words,
this trend is likely to remain in place for the foreseeable future unless we see a shift in
either domestic credit, (mortgage credit growth is currently at its weakest pace of growth
in 18 years), or we see large capital outflows from China. This seems unlikely given their
need to maintain capital reserves in order to fight a trade war amidst growing economic
instability which has also placed their local housing market under pressure.
These two trends help explain why Vancouver condo sales fell 28% year-over-year to their
lowest total since October 2012.
Vancouver Condo Sales for October
Source: REBGV, Steve Saretsky
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As a result of weaker than usual condo sales, listings are beginning to stagnate. This has
allowed inventory to build rather quickly, jumping 70% from the same month last year.
It is important to note that condo inventory remains low from a historical standpoint.
Although certainly when sales fall and inventory jumps, that trend should keep market
participants on their toes.

Total Condo Inventory for October

Similar to the detached market, sellers are trying to maintain current prices and buyers
are holding out anticipating future price declines. Sellers will need to price their condos
more competitively or they risk sitting stale on the market. There is now 4.7 months of
inventory for sale.
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While sales volumes in Vancouver’s condo market ultimately peaked out in the spring of
2016, it is only now that we are seeing some movement on prices.
The average sold price per square foot peaked in January at $1124/sq ft and has now
dipped to $1016. Again, While there is no perfect measure to gauge price movements,
both the average and median sales price are showing a negative year over year decline.
Only the MLS® benchmark price shows a positive reading, up 2.1% from October 2017.

Average Price Per Square Foot

Generally speaking, the market is beginning to favour buyers. Despite inventory remaining
low, many buyers are holding off in anticipation that prices will drop further. Here you
can see that sellers are obtaining about 96.5% of their original asking price, down from a
high of 102% earlier this year.
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The recent slowdown in the condo market has also impacted the pre-sale market.
Developers are reporting much weaker absorption rates at pre-sales centres and are
ramping up incentives to entice new buyers. As a result of the slowdown and market
uncertainty, commercial brokers and developers are reporting a significant decline in
new land purchases. The direction of the overall condo market will be critical for the
pre-sale space and future housing starts. If prices continue to decline, developers run
the risk of seeing some buyers back out of existing contracts. There are growing reports
coming out of Hong Kong that this is already beginning to happen in that market. What
happens in the Hong Kong market is certainly relevant considering there are a number of
projects being developed in Vancouver that were marketed and sold in Hong Kong. As
of September there were 41,944 units under construction in Greater Vancouver that will
all require buyers to close upon completion date.

Average Percent of Asking Price
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Summary

The trend of a slowing real estate market remains in place across Vancouver. We are
entering the slower winter months so don’t expect anything to change. As is generally the
case, buyers will be able to negotiate better prices as some sellers look to get out before
the New Year, especially in light of the empty homes tax. From a more macro perspective
it is pretty clear this credit cycle is winding down, this will likely place further pressure
on Vancouver’s housing market moving forward. While housing starts ultimately peaked
in Vancouver back in the spring, this trend has spread across the nation with CMHC
reporting annualized housing starts having dipped to a near two-year low in September.
This slowdown in housing has much wider implications on the economy given current
household indebtedness and their reliance on home equity to support their lifestyle.
As equity contracts and lending gets tighter, we are seeing more borrowers funnel into
the private lending space. A recent report out of Toronto highlights the percentage of
mortgage refinancing transactions done through private lenders rose from 12 per cent
in the second quarter of 2016 to 20 per cent in 2018, a 67 per cent increase. One could
expect this number to be fairly similar in Vancouver.
This overall market slowdown is certainly not exclusive to Vancouver, as the weakness
in housing activity is also being reported in the United States, Australia, and China, just
to name a few. This highlights just how interconnected credit markets have become.
Vancouver’s real estate market can not be looked at in isolation. Real Estate is highly
sensitive to interest rates and residential investment offers by far the best early warning
sign of an oncoming recession.

click here to sign up for the saretsky report!
saretsky report

october 2018

9

chart of the month

Debt Binge Easing

The bank of Canada has now hiked interest rates five times in just over a year, which has
effectively more than tripled rates in that time period. As a result, households in Canada
are amassing debt at the slowest pace in three and a half decades. Total household credit
was up just 3.6 percent in September from the previous year, the slowest annual growth
since 1983.

Yearly Change in Household Credit:

Canadian household credit has not grown this slowly since 1983
Source: Bank of Canada, Bloomberg Calculations
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The Booms and Busts of Migrants
Canada’s recent population boom has reached its strongest pace of growth in nearly three
decades. Amidst the recent population surge one can’t help but reminisce the last time
Canada’s population growth was this robust. It was the late 1980’s, and Canada was in the
midst of a housing bubble. Many of these newcomers ultimately become employed in the
rapid growth of the construction sector and fled as soon as the housing boom came to an
end.
Non-Permanent Resident Share of Total Population Growth
Source: Ben Rabidoux, North Cove Advisors
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Unproductive Interest Payments

"You don’t need to tell Canadians not to borrow. They are not borrowing."
- CIBC's Ben Tal following the Bank of Canada’s most recent rate hike
Despite households adding more debt since the financial crisis they’ve been aided by the
generously low interest rates. With rates now increasing Canadians are more prone to
debt service shocks as they did not deleverage in 2008 like our neighbours south of the
border. This will not only be an economic headwind, but a housing one as well as more
disposable income goes towards servicing unproductive interest payments.
Household Debt Service Ratios
Source: Ben Rabidoux, North Cove Advisors
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Troubles In The 'Burbs

The Fraser Valley condo market has gone from red hot to ice cold. The Valley was the
hottest condo market in the lower mainland in 2017, with year-over-year price growth
peaking at 51% in December 2017. However, 2018 hasn’t been so kind. In October home
sales plummeted 50% year-over-year, and inventory spiked by 149%. The median sales
price is decelerating rapidly.

Fraser Valley Condo Year-Over-Year Change
Source: REBGV, Steve Saretsky
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deep dive

This section provides a brief overview of the month that was across the Vancouver real estate market, including
the percent change from one year ago in the condo, townhouse and detached markets.

Condos

oct 2018

oct 2017

% chg ( yr )

number of sales

388

539

- 28%

number of new listings

955

799

20%

1,845

1,059

74%

sales to active ratio

21%

51%

- 59%

months of supply

4.3

2.0

114%

26.3

18.8

40%

16

9

78%

avg price

$901,552

$907,890

- 1%

median price

$699,000

$748,000

- 7%

$1,016

$1,046

- 3%

median price per sq ft

$967

$1,023

- 5%

% of listings sold over asking

12%

46%

- 75%

inventory

avg days on market
median days on market

avg price per sq ft
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Townhouses
oct 2018

oct 2017

% chg ( yr )

67

74

- 9%

number of new listings

139

153

- 9%

inventory

314

229

37%

sales to active ratio

21%

32%

- 34%

months of supply

5.2

3.1

67%

25.0

23.6

6%

15

10

50%

$1,118,076

$1,288,069

- 13%

$990,000

$1,167,000

- 15%

10%

38%

- 72%

number of sales

avg days on market
median days on market
avg price
median price
percent of listings sold over asking

Detached
oct 2018

oct 2017

% chg ( yr )

number of sales

146

215

- 32%

number of new listings

403

469

- 14%

1,556

1,614

- 4%

9%

13%

- 30%

months of supply

10.7

8.0

35%

avg days on market

53.5

37.2

44%

25

17

47%

avg price

$2,450,019

$3,080,633

- 20%

median price

$1,880,000

$2,150,000

- 13%

14%

15%

- 6%

inventory
sales to active ratio

median days on market

percent of listings sold over asking
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About Steve

Steve Saretsky is a Vancouver residential
Realtor and author behind one of
Vancouver’s most popular real estate blogs,
Vancity Condo Guide. Steve is widely
considered a thought leader in the industry
with regular appearances on BNN, CBC,
CKNW, CTV and as a contributor to BC
Business Magazine.
Steve Saretsky provides real estate services
throughout Greater Vancouver. To inquire
about listing or buying a property, please
email: steve@stevesaretsky.com.
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STEVE SARETSKY
p e r sonal real estate corporation
s t e ve @ s t e vesaretsky . com

|

stevesaretsky . com

s u t ton w e s t c oa st r e alt y . 301-1508 w . broadway . vancouver , b . c . v 6 j 1 w 8
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