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House sales dropped in the first quarter of 2018 in
Calgary and across Canada. The new mortgage stress test,
introduced by the Federal Government in January of 2018,
was the reason. The new mortgage rules are restricting
the purchasing power of would be buyers. This new
development is challenging developers and homebuilders
to provide single-family homes at lower price points.

What We Know

The Calgary economy continues to improve following two
years of recession. Numerically, all jobs lost from 2015 to
2017 have returned. However, the nature of the work has
changed. Jobs that were lost were higher paying goods
sector oriented whereas new jobs are lower paying service
sector oriented. Personal incomes are growing slower in
Calgary and this is expected to further hamper house sales
in 2018.

Regional Demographic and Labour Market
Shifts

Baby boomers are retiring across the country. Some
are choosing to keep working beyond age 65 which is
mitigating some adverse effects of this mass retirement.
Still, baby boomers are taking with them a great deal of
experience which made them more productive than new
entrants to the work force.

The unemployment rate in Calgary increased slowly by 0.1
per cent from last quarterin 2017 to 7.7 per cent in the first
quarter of 2018. As the economy improves and more jobs
become available more workers tend to join the labour
force. This tends to slow the drop in the unemployment
rate following a recession. Improving job conditions in
the Calgary economy are disproportionately favoring
the service industry though. Consequently, wages are
growing slower than they used to. Average aggregate
industry weekly wages increased by only $12 over the last
quarter to $1,161 and by only $19 over the past year. With
wages growing so slowly we anticipate the apartment
rental market will show greater improvements than the
new house sales market in 2018.

Real Estate Market Activity
Calgary Census Metropolitan Area (CMA)

Housing starts in the first quarter of 2018 mirrored the low
number of starts that the City saw in the first quarter of
2017. However, when we compare the same time periods
the number of houses that sold in Calgary was down 16
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Wage Growth and Unemployment Rate (CER)
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Share of Single Family Starts and Total Starts (City)
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per cent. Listings are up 1.6 per cent and average resale
prices rose by a small margin of 0.147 per cent.

Over the past 12 months total sales have dropped 10 per
cent, listings are up 40 per cent. Average house prices have
increased 3.3 per cent, largely due to a relative decrease in
the number of condos that have sold compared to houses.
The sales to listings ratio has edged up by 15 per cent and
now sits at about 0.4, indicating a “buyers market” This is
typical for the first quarter of the year when new listings
traditionally increase while adverse weather keeps would-
be buyers away.

City of Calgary

Housing starts and Building Permits

There were 1,546 housing starts in the first quarter of 2018,
down from 1,649 in the first quarter of 2017. Looking at
single family dwellings, there were 602 housing starts in
the first quarter of 2018. This is up by 72 units compared to
the first quarter of 2017 but down 26 per cent from the last
quarter of 2018. The market share of single family starts
increased from 34 per cent in 2017 to 44 per cent in 2018.
Prior to 2015 the market share of single family homes
averaged 31 per cent.

Residential investmentintentions, as measured by building
permit values were $734 million in the first quarter of 2018,
up by 7.4 per cent from the last quarter of 2017 and up
significantly from the $405.5 million recorded in the first
quarter of 2017.

Single family housing investment rose 14 per cent from
a year ago and 1 per cent quarter over quarter to $283
million in 2018, making up 39 per cent of total residential
investment. Historically, single family homes averaged
60 per cent of residential investment between 2000 and
2014, but dropped to 31 per cent during the 2015-2016
recession. In 2017 the market share of single family permits
rose to 51 per cent.

Non-residential investment in the City decreased from
$388 million in the first quarter of 2017 to $240 million
in the first quarter of 2018, and decreased by 29 per cent
from the last quarter of 2018. Between 2000 and 2014
the average historical percentage of total investment
intentions was 46 per cent. The average dropped to 41
per cent during the recession of 2015- 2016 and rose to
49 per cent of total investment intentions in 2017. The
non-residential investment intentions in the first quarter
of 2018 was 25 per cent of total investment intentions, and
is expected to remain significantly muted given the high
vacancy rate of existing office space in Calgary.
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Affordability Index

We define an affordability’ index in Calgary as the sum of
average house prices and the cost of utilities divided by
labourincome in Calgary. Affordability has been increasing
in Calgary over the past 4 years with our index dropping
from about 0.52 in the first quarter of 2014 to 0.48 today.
Overall, wages have grown slightly faster than home
ownership costs over this period. We anticipate slower
house price increases in the future as the market adapts
to new mortgage rules. Though we anticipate wages will
improve at a slower rate we expect the mortgage rule
impact on market prices will outweigh this resulting in
improving affordability in Calgary in the future.

Conclusion

Building permit values have increased by 23 per cent
year over year during the first quarter of 2018. Increase in
nominal aggregate industry wage growth and improving
affordability isexpectedinthe Calgary Census Metropolitan
Area (CMA). The number of dwellings sold in the Calgary
CMA, however, has dropped by 10 per cent over the
previous quarter and by 16 per cent year over year. This
drop has been mirrored in other Canadian municipalities
indicating the impact of new mortgage rules on the entire
Canadian real estate industry.

Next Release: July 2018

1 The affordability Index is defined here as sum of average house price and cost
of utility divided by labour income in Calgary.
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Calgary Economic Region Map
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Who We Are

For more information, please contact:

Dr. Chukwudi Osuji, Ph.D
Senior Corporate Economist
403.268.3752
chukwudi.osuji@calgary.ca

Dr. Clyde Pawluk

City Economist
403.268.2643
clyde.pawluk@calgary.ca

Estella Scruggs

Corporate Research Analyst
403.268.5556
estella.scruggs@calgary.ca

Many of our publications are available on the
internet at www.calgary.ca/housing.

The City of Calgary provides this information

in good faith. However, the aforementioned
organization makes no representation, warranty
or condition, statutory express or implied, takes
no responsibility for any errors and omissions
which may contained herein and accepts no
liability for any loss arising from any use or
reliance on this report.

Sources:
Statistics Canada, CMHC, CREA, CREB, The City of Calgary,
Corporate Economics

Corporate Economics provides services in four areas: forecasting, information provision, policy analysis and consulting.
We also monitor the current economic trends which allows us to develop unique insights on how external events are
impacting the local economy and the Municipal government. We are experienced at researching different economic topics

and have developed reliable methods of forecasting and analysis.
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