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BC Housing Market Overview
Government policies are once again weighing heavily on housing demand in British Columbia. 

This winter, the provincial government announced a new speculation tax (in major urban centres).  The tax 
rate starts at 0.5% of property value for 2018, and increases in 2019 to: 

• 2% for foreign investors and satellite families; 
• 1% for Canadian citizens and permanent residents who do not live in British Columbia; and 
• 0.5% for British Columbians (Canadian citizens or permanent residents) who own a vacant second 

property (through the application of a tax credit, it is intended that for BC residents the tax will apply 
only to the portion of value above $400,000). 

The speculation tax is in addition to the previously-announced foreign buyers’ tax.  As of this year, the 
tax rate has been increased to 20% (from the initial 15% rate) and the geographic coverage has been 
expanded.  

In addition, federal government policies now mandate that most new mortgages must be “stress tested” at 
interest rates that are about 2 percentage points above the actual contracted rates.

• Since late 2016, for insured mortgages, the stress testing must use the posted rates for 5-year fixed-
rate mortgages, which are published by the Bank of Canada.

• Since the start of this year, for uninsured mortgages made by federally-regulated lenders, the stress 
testing must be at either 2 points above the contracted rate, or the 5-year posted rate, whichever is 
greater.

• During the first quarter of this year, the posted rate averaged 5.12% (it has increased further, and 
is now at 5.34%, as of May 9).  Typical “special offer” rates (from major lenders) averaged 3.39% 
during the first quarter.  Thus, most mortgages borrowers can now borrow much less than they can 
actually afford.

In addition, interest rates have increased: special offer rates for 5-year mortgages averaged 2.75% during 
2015 and 2016, but rose to 3.39% in 2018-Q1.
  
As can be seen in Figure 1, housing activity in BC slowed sharply in the wake of the initial announcement 
of the foreign buyers’ tax (during the three-quarters from 2016-Q4 to 2017-Q2), but then staged a recovery 
during the second half of 2017.  The combination of higher interest rates and the barrage of federal and 
provincial policies has resulted in another sharp drop in the sales rate.  For 2018-Q1, actual sales totalled 
21,270 units, which equates to 27,700 on a seasonally-adjusted basis.  This is the weakest performance in 
three years. (In these charts, the lines labelled “Poly.” are trend lines generated by Excel.)    

Looking across the entire history shown in Figure 1, the average sales rate is 30,100, so for 2018-Q1, sales 
were 8% below average.
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BC Housing Market Overview (cont’d)

Figure 2

Figure 1

We should expect that sales will trend upwards over time, because the population is growing (and 
therefore there are more people who could potentially buy homes) and the total stock of housing is 
expanding (and therefore there are more homes that could potentially be sold). 

Therefore, it is useful to look at sales on a per person basis.  Figure 2 does that.  It shows that for 
2018-Q1, the per adult sales rate was 2.76%.  By contrast, the average over the entire period is 3.37% 
(shown by the flat red line).  The current sales rate is 18% below average.  By this measure, home 
buying activity in BC is now quite weak. 
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BC Housing Market Overview (cont’d)

Taking a quick look at some key factors:  

• As has been mentioned, mortgage interest rates have increased (see Figure 3).  Rates for variable 
rate mortgages have also increased to 2.92% in 2018-Q1 versus an average of 2.33% during 2015 
and 2016. Higher interest rates, combined with sharply higher house prices, are now impacting on 
affordability (this is discussed in more detail, below). 

• On the positive side, job creation was quite strong during mid-2015 until mid-2017. Jobs were being 
created more rapidly than the population was growing, which means that an increasing share of the 
population have jobs (see Figure 4).  Although the estimated employment rate has not increased 
recently, the higher level is very positive for housing demand.  

• In addition, population growth is also rapid in historic terms (see Figure 5).  

Looking forward, the factors and the outlook are essentially the same as I discussed in the previous edition 
of this report:

• It takes time for job creation to translate into housing demand.  The rapid job growth that has 
occurred since mid-2015 should provide positive momentum for housing sales, and we would 
normally expect sales to increase this year. 

• Population growth is also a strongly positive factor that should result in increased sales.

But, there are three negative factors.

1. The first of these, is, of course, higher interest rates. 

2. The second negative factor is the duo of mortgage stress tests (the tests for insured mortgages and 
uninsured mortgages from federally-regulated lenders).  About 80% of all home purchases will be 
subject to a stress test.  Most home buyers will be able to pass the stress tests.  And, even among 
those who would fail for their “preferred” home purchases, a substantial proportion should be able to 
adjust their expectations and purchase a less-expensive property. But, some potential buyers will be 
knocked out of the market.

Nation-wide, I expect that the combination of higher interest rates and the stress tests will reduce 
sales activity by 12% to 15% this year, compared to what would occur otherwise.

3. For BC, there is the third negative factor - the evolving rules concerning purchases by non-residents 
and the speculation tax. These changes will reduce buying to some extent, but resident buyers will 
often take their place. In addition, more properties will be offered for sale by non-resident owners, 
which would mean more opportunities for purchases by residents.   

For 2017, Landcor’s data shows total residential sales at about 128,500.  Based on the economic factors 
(the positives of job creation and population growth, and the negative factor of higher interest rates) activity 
should be the same or increase slightly this year. But, because of the policy factors (the stress tests and the 
non-resident and speculation taxes), sales will be suppressed: I expect that total sales in 2018 will be in the 
area of 105,000 to 110,000, a drop of 14% to 18%.     
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Figure 5

BC Housing Market Overview (cont’d)

Figure 3

Figure 4
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Prices

The median sale price jumped during 2018-Q1, to $537,000 from $510,000 in 2017-Q4.  It was also up 
by 19.9% compared to a year ago (see Figure 6).  However, this has been influenced by a change in 
“composition” (the locations and types of homes sold).  A slightly different picture is obtained by looking 
across the regions, for just detached homes. This shows continued price growth (although at a less rapid 
rate).  The year-over-year increases (as of 2018-Q1) were:

• Greater Vancouver:  7.5%
• Vancouver Island:  12.3%
• Kootenay:  0.5%.
• Okanagan:  10.0%
• Fraser Valley:  20.2%
• North/Northwest BC:  4.6%

BC Housing Market Overview (cont’d)

Figure 6
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Changing Affordability

The first chart below (Figure 7) provides an index of affordability for median priced homes in BC (this is based 
on a calculation of mortgage costs versus incomes; the wide orange line shows the average for the entire 
period).  The chart shows that affordability had been quite close to the average level, but recent increases in 
interest rates have brought a rapid deterioration. At present, affordability is close to its worst-ever level (for 
the period since 2001 – affordability might have been even worse in the early 1980s, but the necessary data 
isn’t available).  

It must be remembered that mortgage payments result in rapid repayment of mortgage principal, which 
can be seen as a form of savings.  For a consumer who thinks about this carefully, the cost of finance is 
the interest component of the payment, and the principal part of the payment should be excluded from the 
calculations.  Figure 8 shows the result of that approach.  This indicates that until recently affordability was 
extremely good in BC, and the recent deterioration means that affordability is now just slightly worse than 
the long-term average.  Of course, conditions will vary depending on locations, and also depending on 
the circumstances of individual consumers.  For the province as a whole, affordability is still a reasonably 
favourable factor, although it is much less favourable than it had had been during 2012 until mid-2017. 

Figure 7

Figure 8
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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

Regional Variations

Landcor’s data shows that during 2018-Q1, residential sales were 6.6% lower than a year earlier.  As is 
shown in the table, reductions were greatest in Greater Vancouver and Vancouver Island.  Okanagan and 
Fraser Valley saw smaller drops.  BC North/Northwest and Kootenay actually saw increases.  

In consequence, there were shifts for the shares of the provincial total (reductions in Greater Vancouver and 
Vancouver Island, and increases for the four other regions).
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BC Residential Sales Summary for Q1, 2018

1% change Q1’2018-Q4’2017  2% change Q1’2018-Q1’2017      

Landcor’s quarterly residential sales summary reports on property sale values in British Columbia.  
Providing sales information on a regional level, the report compares average and median pricing for 
different property types.
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1% change Q1’2018-Q4’2017  2% change Q1’2018-Q1’2017  3% change month to previous month
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1% change Q1’2018-Q4’2017  2% change Q1’2018-Q1’2017   3% change month to previous month
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1% change Q1’2018-Q4’2017  2% change Q1’2018-Q1’2017   3% change month to previous month
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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. 

Over the 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, RI, FRI
President & Founder
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Landcor® Data Corporation
200 – 313 Sixth Street
New Westminster, BC V3L 3A7
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