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Rate cuts have yet to pull Canada’s housing markets out of their slump

The Bank of Canada’s rate cuts have yet to pull housing markets out of their slump. Markets’ reaction so far has been largely muted.
Early reports on August home sales showed only small increases from July in most markets, including Vancouver, Calgary, Edmon-
ton, Toronto and Montreal. These came on the heels of mixed results in June and July. It will clearly take deeper rate cuts to stimulate
demand in a material way, as buyers continue to contend with high ownership costs and poor affordability.

The biggest trend this year has been a rise in homes listed for sale. In some cases, such as in Toronto, it reflects the completion of
many newly built units (mainly condos) that owners (mainly investors) are looking to offload. In other cases, it could be sellers betting
lower rates will spur buyer interest and improve sale outcomes. In some, it may be a sign of homeowner distress arising from high
rates.

The balance between supply and demand is generally easing, now reaching a point that favours buyers in Toronto (especially in the
condo segment). Most other market are still in balanced or slightly tight territory—offering broad support for prices.

But such support is maintaining property values steady at this juncture. The MLS Home Price Index in most markets has stayed es-
sentially flat since spring, with very little movement occurring in August. We see this trend persisting until larger rate cuts heat up de-
mand more significantly.

Major market highlights: August 2024
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Toronto area: Standing still

Potential buyers are still hunkered down, waiting
for better deals on either price or interest rates (or
both). A sharp rise in listings this year may have
resolved severe inventory shortages that pre-
vailed earlier but so far failed to unlock the mar-
ket. Home resales barely budged between July
and August, edging up just 0.6% on a seasonally
adjusted basis—and still an astounding 32% be-
low pre-pandemic levels. And home prices were
unchanged between the two months at a hefty
$1.09 million for the MLS HPI benchmark. Afford-
ing what remain very high price points is the main
challenge for buyers. Even the relatively cheaper
categories like condo apartments (the average
price of which is running closer to $668,000 in the
region) are out of reach for many. This leaves the
market in a standstill. Sellers are holding firm on
their asking price and buyers feel no urgency (or
are unable) to bid. But sellers may become more
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amenable to make concessions as the balance between supply and demand now heavily favour buyers, especially in the condo seg-
ment. A wave of new condo completions this year may and concomitant surge in condo inventories may pull prices down somewhat in
the near term. We expect sales momentum to build gradually in the period ahead as interest rates continue to fall.

Montreal area: Long road ahead but recovery progressing

The market continued to slowly recover in August.
We estimate home resales advanced more than
2% from July, and property values remain on an
appreciating path. Median prices were up 5.2%
from a year ago for single-family homes and 3.6%
for condo apartments last month—both represent-
ing slight moderations from July. There’s a long
road ahead in this recovery process, though. The
number transactions in August was still 15% short
of the volume recorded just before the pandemic.
We expect the recent rising trends to persist in
the near term as the Bank of Canada cuts rates
further and supply-demand conditions stay in bal-
ance (if marginally tight). Inventories have been
gradually rebuilding across the entire region, yet
remain historically low—pointing to further
(modest) price appreciation in the coming months.
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Vancouver area: Stuck in a low gear

Action has yet to pick up in a material way from
the cyclical trough. We estimate home resales
dipped 4% between July and August (seasonally
adjusted)—extending this year’s succession of
monthly up and down movements that have
dragged down the pace of recovery. Inventories,
however, are now more plentiful with sellers com-
ing to market in greater numbers. This affords
time to buyers to make purchasing decisions and
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Calgary: More sellers help rebalance a very tight market

The main story in August was a big jump in new
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listings will help rebalance what has been a super
-tight market for some time. This would ease the
intense upward pressure that's driven up prices
considerably in the past four years (with just a
short reprieve in the second half of 2022). Indeed,
some deceleration is already perceptible. The
annual rate of increase in the composite MLS HPI
has moderated since March, reaching 6.3% in
August. We think there’s some room for further
moderation as the market rebalances but low ‘s« @5 we zv a0 w5 we @ e wo
inventories are likely to keep the pace robust.

Resale activity has remained relatively steady

since spring. We estimate it inched 1.5% higher in August from July (seasonally adjusted). Calgary is among the few markets in Can-
ada where the volume of resales is far above pre-pandemic levels. We expect historically strong activity to persist in the face of boom-
ing housing demand driven by explosive population growth.
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