
Landcor’s data shows that residential real estate activity continues to strengthen in British Columbia.  During the second 
quarter of 2016, 42,705 actual transactions were recorded.  On a seasonally adjusted basis, these sales equated to 35,600 
units, which is the highest seasonally-adjusted rate since 2009.  The trend line is shown in the charts as “Poly.” (which 
refers to a “polynomial” trend line that is generated by Excel).  At present the trend line is about 50% higher than the trough 
seen during 2011 and 2012.  The sales trend line is still below the peak seen during 2005 and 2006.   
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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

Many of my peers in the economics world and most of the media are using the “B-word” very freely, especially with 
regard to Vancouver.  I’m not yet inclined to call this a bubble, as the strong activity is justifiable based on the economic 
fundamentals of very low interest rates and improving job creation: the defining feature of any bubble is that sales activity 
is too strong related to economic conditions, and further, that activity is strongly influenced by a “speculative motive”.  
In a bubble sales are driven by expectations about future price growth. The next chart illustrates that during the past 
three years, falling mortgage interest rates have resulted in stronger sales.  With the typical mortgage rate (after lender 
discounts) at a new all-time low (about 2.5% for 5-year fixed rate mortgages), it is not surprising that sales are relatively 
high in historic terms.
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Meanwhile, Statistics Canada data indicates that job creation is strengthening in BC.  As of 2016-Q2, the growth rate is 
estimated at 3.6%, which is the fastest rate since 2002. I am often sceptical about “out-riders” in the job creation data.  
Based on my examination of the data, I don’t see any grounds to dispute the recent estimates for BC.  Yet, I do have to 
admit that I am surprised by the recent surge.  It may be that BC is now seeing more people moving from Alberta and that 
those people are quickly finding jobs. As an aside, if that’s true, then it is also possible that BC’s population is growing more 
rapidly than Statistics Canada is estimating (see the second chart below), and that as a further result, job growth may in 
fact be faster than estimated. 

BC Housing Market Overview (cont’d)
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BC Housing Market Overview (cont’d)

Extremely low interest rates have allowed prices to rise very rapidly, without impairing affordability. The next 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 have recently increased, but they are only slightly above the long-term average (shown 
by the flat orange line) and that affordability is still much better than it was a decade ago. 
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BC Housing Market Overview (cont’d)

It needs to be remembered that at today’s interest rates, mortgage principal is being repaid very rapidly: at the average 
interest rate for 2016-Q2 (2.57%), the first payment includes 52.8% for repayment of principal and 47.2% of the payment 
is interest (based on 25 year amortization).  Ten years ago, 27.2% of the first payment was principal and 72.8% was 
interest.  A mortgage today involves a high rate of “forced saving”.  While this is a cost to the borrower, there is an offset 
on the consumer’s bottom line.  The “net cost” to the borrower is the interest part. The next chart shows that the net cost 
is now exceptionally low.    

The combination of very low interest rates (bringing excellent “net” affordability) and improving job creation is very positive 
for housing demand in BC.  This combination does justify the current strength in the housing market.  And, in fact, it does 
“justify” the price growth that has happened over the past decade.  As the next chart illustrates (and as everybody knows), 
price growth in BC remains very strong.  As of 2016-Q2, the Landcor median price is up 9.9% year-over-year.  

Very low interest rates have created “space” in which prices could rise.  This doesn’t mean they had to rise, or should 
have risen.  Actually growth depends on the balance between supply and demand.  There is still a critical supply shortfall.  
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In the discussion about whether or not there is a bubble, the issue that we can’t adequately test is whether there is a 
strong “speculative motive” in the market.  This doesn’t include only true speculators.  It also includes people who might 
buy sooner than they want to, because they fear getting priced-out.  It also includes people who make a decision to 
move-up, based more on a belief that “housing is a great investment” rather than on their housing needs.  I don’t know 
(and I don’t have an opinion) on how strong these conditions are.  (You might have opinions, feel free to give me yours 
at wdunning@sympatico.ca).  

When somebody buys on an investment basis and expects to hold the property for a long time, because they expect to 
see growing rents and growing value, this should usually not be considered “speculative” (unless the expectations are 
excessive).

This brings us to the question of off-shore buyers.  How do we characterize that activity?  It no doubt includes many 
speculators, but my guess is that most of the activity is for long-term investment and owner-occupancy.  Like-it-or-not, 
this is probably a rational market force rather than evidence of a bubble.  

From a distance (I live in Etobicoke, Ontario) I don’t have a strong sense of how the 15% foreign buyers’ tax is affecting 
the market – I don’t hear the scuttle-butt.  My expectation is that it will be highly disruptive for a half year, and then a 
“new normal” will be established. This will include some reduction in sales in Vancouver, which will only partially shift 
to places like the capital region and Kelowna.  Some of it will shift to Ontario. In consequence, BC’s economy will lose a 
bit of oomph and Ontario will gain a bit.  Price pressures will be reduced fractionally in the GVRD, but there will be more 
pressure in other areas of the province (where there are fewer properties that are suitable for foreign buyers, and even 
a small in-shift of demand will have big proportional effects on local conditions).       

So, 2016-Q2 is probably the current market peak in terms of sales.  A year from now, sales will most likely be slightly 
below the current level: low interest rates and strong job growth will remain forcefully positive factors, driving strong 
demand from local buyers, but there will be fewer foreign buyers. 

Conditions remain quite positive for continued rapid price growth.  I think we should expect some deceleration from the 
current rate of about 10% for the province.  But, it is unlikely that the growth rate will fall below 5% during the coming 
year (and I think it is highly unlikely that prices will actually fall, which many others are expecting).

Yet, there are always surprises.  The biggest risk I see is not from the economy or the market, it is on the policy side:  
there are many voices calling for the federal government to tighten mortgage lending standards.  So far, the federal 
government seems to be content to let the market sort itself out – it seems to accept a 2-part message that (1) the 
housing market is very important to the current health of the economy and this should not be put at risk, and (2) market 
conditions are consistent with economic fundamentals. I am hopeful that any lending policy changes will be fine-tuning 
rather than an attempt to dampen the market.  

There are also risks in BC related to the 15% tax, if it causes a setback to consumer confidence. 

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.
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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 1.96 million properties,
•  sales transaction data for BC, including prices updated weekly,
•  geographic location data used in custom reports

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.

© 2016. All information herein is intended for information purposes only.

Landcor® Data Corporation
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“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
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