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More (modest) affordability relief for Canadian homebuyers

TRBCOs housing affordability me-asur e i mproved for a third

consecutiveeaguargt eory 0. goipretr ciemt & ppc Housing Affordability Measures - Canada
quarter to 51. 3%. YpbDi mthedro®2 Ofli€ ownershipcosts as % of median household income

reversed only a fraction of the d 1s ot
— Aggregate

fWestern Canada accounted,thamkmost R o averege

home price declines in the rea@idr”

mar kets in Central and Atlantic C

but was wunchanged in Montreal and,

TSknigh ownership costs in Vancol

skew the nati@onsatls parce umeder at el yg

budgets in Montreal and Ottawa bu

fTNeatrerm outl ookWeseyppaesctihew intez

|n g pl’l ce d e CI | nes |n We St ern Ca r 1985 1987 1989 1991 1993 1995 1997 1999 2001 2(103 2005 2007 2009 2011 2013 2015 2017 2019 nco

keep RBCOds national measure on an improving track in the per

ahead.

The share of income a household would need to cover ownership costs (in %)

Canada Vancouver Calgary Edmonton Toronto Ottawa Montreal

51.3 79.5 38.9 33.6 66.3 41.7 44.5

Second quarter 2019

Housing correcti

Affordabilty gap narrows between single -detached and condos in Toronto and Vancouver rest or e dd estiancghl eed
Difference in the affordability measures of single -detached homes and condos, in percentage points homesoO rel ati ve
80 - bil it Yy
70 - The gap in affordatl

rowed bet ween t he

|l east affordabl e h
Toronto ries i n Canada. Th
40 1 t he recent mar ket
the more expensive
Vancouver and Toror

20 The price fdeert aahed
Montreal

04—/ homes fell almost 9

ver and more than 4
2000 2(;01 2(;02 2603 2604 2605 2(;06 2(;07 2608 2609 2610 2(;11 2(;12 2613 2614 2615 2(;16 2(;17 2618 2619 S I nce t h e p e a k | n

prices, on t he ot h
clined only 5% in \

60 4

50 4

30 A

Source: RPS, Royal LePage, Statistics Canada, Bank of Canada, RBC Economics

Robert Hogue | Senior Economist | 416974-6192 | robert.hogue@rbc.com




HOUSI NG TRENDS AND ASFECRIEABIELR T2Y 19

Ne

RBC

not at al/l in Toronto. In fact, condo values have keptl gwigng Tithp
hardly meand atmhdty diomglse have become bargains. Theydére stilbli ga wi
gest cities. And t-apyébevet  bahidees hugessathecppuver, an average hous
extra 60% of their -detcaoatee d oh dme caonspianrglde t o owning a condo (49.
mi-2016. I'n Tor othdtoachende hsdamegl®e®ost O6premi umd haselsehrautnekd f3r6o0%n i4nd %
guarter of 20109. This compares to just 11% in Montreal wheme t he
parti al restor atfiaomi loyf hroemhea ta fvfeo rsd anbgillei ty i n Vancouver alnld dorloint
to alter recent housing demand dynamics. Wedeomedinalel t ot kxgpe citn
t he f idortsot btei nder awn t o the condo segumendchedt hemeesataefboydakimai oi

Price declines in Western Canada was the main story

The #tshirrad ght affordability i mprovement in Canada in the s&de-ond
clines in markets in British Columbia, Alberta and Saskatg&ewan
affordability measure by 0.2 percentage points to 51. 3% Eeaipde op
early signs of a turnswpphy condictions yhadembhedn quite sofdr-unt i
kets, which kept property values under downward pressure.s&G®mner a
slight deterioration in housing affordability in the regsiuportThe
ed a gradual price acceleration. Bri sk aswtpipviyt ycoinrdi Ot toamwa vamsyg M
solid. Rising ownership costs were matched by househol d i daiblme g
ity measure unchanged in the second quarter. Atlantic Camdadaps p
erty appreciation slightly &rohched shoddi rnd eafbfesrtdabnolnigt yt fhien dn@l ik Fett
measure was unchanged in Halifax, following two consecutide®eveuar
ownership costs further down.

More affordability relief in store

We believe thereds room for further incremental easing inntbimel o
concentrated in the West. Declines in interest rates wQld@scygrermyin
costs at a time when householdsd income picture is brightening.
stronger wage gains. And despite the recovery in Canadads housi:
pressure sticking around a |ittle |l onger in many westeesk&anads :

should extend the period o0o20h9foPdadpeéctiyve ehomébuwniosctlihued idnagt €0 tv
Montreal, and i ndmaysnatglget Tuwm,t oi f any reprieve, however.
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RBC Housing Affordability Measures

BI‘ItISh COlumb|a Single-detached — Aggregate
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RBC Housing Affordability Measures

Single-detached
------- Aggregate long-term average

— Aggregate
Condo apartment
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Saskatchewan

Saskaticomwer prices further brightens af
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RBC Housing Affordability Measures

Single-detached = Aggregate
------- Aggregate long-term average Condo apartment
Ottaimbousing boom takes a toll on af 1t otawa
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RBC Housing Affordability Measures
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How the RBC Housing Affordability Summary tables
Measures work Aggregate of all categories
. . . | Price | RBC Housing Affordability Measure
The RBC Housing Affordabilit Market | Q22019 Q@ YN | Q22019 Q/Qg YIY yAvg.since'BS
proportion of axmelho &% e hporled i ng L©® %ch. %ch.| (%) Pptch. Ppt ch. )
woul d be required to service Caledd cC 0 S563400 f0.9 mo4 1 §.a g e02p a-§8-
ment s ( pr i nci pa | and interest }/ictoria ) I 780,900 _-0.2 21 57.8 -1.2 -2.9 45.2
ties based on the aver-agemi mgr Vacpuergea;143700¢ -h3, 80 f9p| 24 88 610
detached homes and condo apar (Sl T U e ad
Edmonton 7 ' 393800° 05 % 35 338 07 ' 08 34.1
an overall aggregate of all gga0on 35600 -13 30 323 09 -5 33.1
mar ket . Regina 316,100 -06 -3.7 287 0.7 -16 28.0
) Winnipeg 310600 16 14 @ 319 0.8 0.4 29.6
Current home prices are SOUT C &dhntobrda © MasaBo ©16 217 0 663S T 4P - o2 502
l'ished from sales prices fr oOotawa 455400 28 57 | 417 05 11 36.4
which are filtered to remove Mondalharea mes3lenoa 116 e 31 a4ax 04 help 38.6
outliers. Quebec City 298300 01 17 @ 281 04  -05 30.3
Saint John 224800 2.8 6.2 26.4 0.1 0.1 26.7
The aggregate of al | cat egor i Halfax 323600 03 09 @ 318 0.0 0.7 325
prices for housing styles not b ] - - le p @ f
-detached, row houses, townho Single-family detached
addi tion to graimd y fden acihreg!l @ ‘ Price RBC Housing Affordability Measure
condominium apartmenfamilnpn de Market | 022019 Q/Q YIY [Q22019 QIQ YIY Avg. since '85
tached homes and condo apartm L ($)  %6ch. %ch. (%) Pptch. Ppt.ch. ()
of the owned housing stock ac ¥ ~o@0; 09, 04, 564, 03 09
Victoria 857,600 0.7 -21 | 635 -15 32 484
The affordability measures ar ¥ACOWHaea 445580Q 15 525 dd894 o den -112 729
payment-year 2®ortgage-ykaan faxeCd%®y 52300 04 28 429 10 -1 436
. Edmonton . | 421,200 03 27 | 363 _ 0§ , -06_ 36.0
rate, and are estimated on a gg.,, 370000 -1  -34 342 09 -16 34.9
jor urban markets in Canada a Refina @ N @spobo® No&! 36 O 5P O Sole L .16 293
The measures use househol d i n winnipeg 317600 20 08 333 08 0.2 308
income to account for t he grioembaeg 143200 é5% 16f 796 n adz - -03 58.0
tached individuals in the houbOtawa 501900 33 63 464 06 14 39.5
is based on quarterly esti matWureaae @AR00. 19 79,248 ; B2 o Al 386
created by annualizing and w eduebecCity | 811,400 106 23 11300 03" 04 s11
) _ Sain? John 32860 " 28 T 284 061" Y 02 293
earnings by province and by pgp 337000 11 22 | 336 01 05 28
househol d i ncome i s used i ns & 8ome o/foos1doh 83 ayr i bghh medzi c 20 29.2
mean to avoid distortions cau
either end of the income dist Condominium apartment
represents the val ue below a Price | RBC Housing Affordability Measure
equal number of observations. Market Q22019 Q/Q YIY [Q22019 QIQ 4 Avg. since '85
($) %ch. %ch.| (%) Ppt.ch. Ppt ch. (%)
The RBC Housing Affordabil it ycande as u usg00i &7 5 @18 o0
gross household income est i ma {Victora 497900 05 18 37.9 -0.5 0.5 322
not show the effect of -taar i o YACOUWRRAE] 66400 j-1d 54 94 o rlpy -39 402
credits which could alter re|¥9ay - 277600 -15°-407 239 ~08 =08 = = 268
: Edmonton 236900 © 40 -84'| o2fi8' ' Ho Y Ul b4
The higher the measur e, t he m\S,a.Sl,(e\‘.toonu. 2.27:909 .,2.‘7. 62 21'.5, O'.lv 9;6. 0 0.21'5’
Reging . , . 210900 65 -7.2 | 198 , -13 . ;L5 215
a home. For example, an afforygig 247900 20 21 | 250 06 04 231
means that home ownership COS{oSnwarch N Cobshbd 2B Y gMO Y3t 9 8ge ,; 20
payments, utilities, and pr op (ogawa 303200 20 08 | 277 01  -03 245
typi cal houtsaexh o lndcéosmep.r e Montreal area | 346,600 11 59 | 353 0.1 0.7 325
Quebec City 221,700 -43 -32 204 -1.0 1.1 23.2
Saint John n/a n/a nla n/a nla nla nla
Halifax 326,900 -7.2 -39 304 -2.1 -2.0 27.0
St. John's 225700 05 -31 | 21.0 0.2 0.7 233
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Mortgage carrying costs by city
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Home sales - to - new listings ratio

Source: Canadian Real Estate Association, RBC Economics

The materi al contained in this report is the property of oORiolyapamBtankwiotf h
press authorization of the copyright holder in writing.REEeosnbmi eme ReS ea
based on information from sources considered to be reliablse.acWeurnaackye onro
pleteness. This publication is for the information of brmrveotlorcs tand omudi

rities.

ERegi stered trademark of Royal Bank of Canadja(.)
ERoyal Bank of Canada.




