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Ottawa’s changes to long-term mortgage
rules draw a round of industry applause

But housing starts and apartment sales point to slowdown in B.C. real estate market

New mortgage legisiation
The critics of 4o-year mort-
gages who claimed that
lengthy amortization periods
were setting Canada’s housing
markets up fora fall had some-
thing to cheer about when
Ottawa nixed government-
backed mortgages of longer
than 35 years as of October
and announced that borrow-
ers would need to make down
payments of at least 5% fo se-
cure government-backed in-
surance (available throughthe
Canada Mortgage and Hous-
ing Corp.).

Genworth Financial
Canada, the largest private
mortgage provider in Can-
ada, debuted a 40-year mort-
gage in Canada in 2006, and
CMHC followed suit later
the same year Since then, the
muarket has grown with long-
Perm MOTIZAEes HOW Account-
ing for 9% of the market. Ap-
proximately 37% of all new
mortgages last year were for
terms longer than 25 years -
the traditional standard.

The move came 2s the fed-
eral Department of Finance
sought, In its words, “to re-
duce the risk of a U.S-style
housing bubble developing in
Canada™ While it acknow-
ledged that Canada’s housing

Metro Vancouver apartment
sales dropping thus far in 2008
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* Projection based on 41 sates in the six months ended June
30, 2008.
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markets enjoy strong funda-
mentals, government finan-
ciers believe zero-down and
long-term mortgages are a risk
in Canada.

CMHC isn't the only or-
ganization Insuring mort-
gages in Canada, however.

Genworth Financial Can-
ada, the largest of the private
mortgage insurers, continues
o insure 40-year MoTtgages,
as does AIG United Guar-
anty, While the Canadian
Association of Accredited
Mortgage Professionals, a
national association repre-
senting Canada’s mortgage in-
dustry applauded the tighten-
ing of mortgage terms, it also
noted that borrowers in Can-
ada haven't acted in the same

manner as those in the U.S.

“Paying down debu is still
the goal." said CA AMP chair-
man Andrew Moor.

Perhaps that’s why most
lenders aren't following the
government’s lead, and why
Mike Averbach, principal of
Averbach Mortgages Ltd. in
Vancouver (which operates
under the Mortgage Group
umbrella), isn't expecting
a major impact on his busi-
ness,

“There's a very small per-
centage of clients that need

ahle to afford a home and opt-
ed for a 4o-year morigage to-

get into the market without
factoring in interest rate in-
creases and other variables.

"If you are looking for the
4o-year [amortization] just to
get into the market, and ...
you're just getting by, by the
skin of your teeth - maybe
you shouldn’t be in it in the
first place” he said.

Starts and sales

The spate of statistics regard-
ing the residential sector for
the first half of the year sug-
gests slower times ahead for
2008's second half

Canada Mortgage and
Housing Corp. reports strong
housing starts for the first half
of 2008, with totals up g% over
thee first six months of Tast year
for the Vancouver CMA. Sol-
id growth of 64% in Vancou-
ver and 58% in Surrey helped
offset drops of up to 43% i
North Vancouver, Maple
Westminster markets.

In real numbers, starts
stood at 10,176 units; If the
pace of staris seen thus far
continues, that would put
Metro Vancouver on track
for more than 20,330 starts
for the year.

CMHC, however, isn't so
optimistic its current forecast
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calls for 19,000 starts in Van-
couver this year. Moreover,
starts in the second quarter of
the year increased 2.6% versus
last year, a growth rate well
ing that momentum is de-
creasing.

The good news isthat Van-
couver remains ahead of the
national trend. Housing starts
for Canadaasa whole rose just
15% in the first half of this year
compared with the first half
of 2007,

A recent report from the
Royal Institution of Char-
tered Surveyors attributed
much of the change in Can-
ada to shifts in Alberta, where
sales and starts have slowed
in recent months. While vol-
umes are down in B.C,, price
appreciation remains strong,

The Canadian Real Es-
tate Association reported last
week that the average price of
a residence in Metro Vancou-
ver was up 9.6% in the first half
of this year versus a year ear-
lier, topping s61s,000. That,
despite a 20.2% drop in unit
sales - the third-greatest in
Western Canada, behind only
Calgary (down 323%) and Ed-
monton (down 27.6%).

While well behind the
double-digit gains seen in
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Newfoundland and Labrador,
Saskatchewan and Saint John,
New Brunswick, the average
home price in Vancouver re-
mains the most expensive in
Canada. That, if anywhere, is
where the risk lies.
Speaking at a panel dis-
cussion the UBC Centre for
Urban Economics and Real
Estate hosted at the end of
June, Bentall Investment
Management vice-president,
research, Carl Gomez said
the biggest risk facing further
price gains in the city is that
homes may be overpriced.

Apartment sales decline

Word is listings are ris-
ing in the multi-family mar-
ket as in other markets, and
a six-month report for Lower
Mainland apartment proper-
ties from David Goodman
of Macdonald Commercial
gives some indication of the
slower pace of sales.

A total of 41 properties
changed hands in the first
six months of this year, down
from 77 during the same per-
iod in 2007. In 2006, when
building sales peaked at 164
properties for the year, the
first six months saw 89 trans-
actions.m
pmitham@&telus.not




