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Calgary’s headline inflation rate has been slowly easing
The inflation rate in the Calgary metropolitan area (CMA) has 

increased from about 1.2 per cent year-over-year at the start of the 
year to about 1.3 per cent in September 2016. Shelter prices have 
been dropping for the past couple months and they now sit at 0.5 per 
cent below where they were a year ago. Decreases in prices for rented 
accommodation are entirely responsible for this. Rents in September 
2016 stood 2.2 per cent lower than they were a year ago. However, 
some landlords are offering one or two months occupancy free to 
new tenants who sign a 12 month lease and this is not captured 
in official inflation statistics. As a result, effective rent inflation may 
be somewhat lower than the official negative 2.2 per cent reported. 
Meanwhile, prices for owned accommodation continued to escalate 
albeit at a much reduced pace of 1.05 per cent year-over-year. Adding 
to the mix, prices for water fuel and electricity in Calgary have eased 
by 4.4 per cent year-over-year as prices for gasoline and electricity 
have softened.

Incidentally, the last time oil prices were this low (in both 
Canadian and US dollars) was 12 years ago. In September 2004 the 
Canadian price of WTI oil was C$/bbl 59.16 while in September 
2016 the price was 4 percent lower, C$/bbl 56.54. Comparatively, 
the price of regular gasoline sold in Calgary in September 2004 was 
74.3 c/l while the average price in September 2016 was 92.7c/l. 
There was a 2 per cent easing in gasoline taxes (reductions in GST) 
over the time period, so the price differential of 18.4 cents per litre 
cannot be explained away as increases in taxation.

In Alberta, consumer prices rose 0.5 per cent year-over-year 

while nationally the inflation rate was stable at 1.3 per cent. The Bank of 
Canada’s core inflation index, which measures inflation net of the most 
volatile prices in the economy, stood at 1.97 per cent -  almost the same as 
in August (1.89 per cent). This was a slight increase from September 2015 
(1.84 per cent). The Bank of Canada has a policy of adjusting interest 
rates to nudge inflation as measured by their core index toward a target 
of 2 per cent. With the Bank’s core index stably close to 2 per cent there 
is little pressure on the Bank of Canada to raise interest rates any time 
soon. Indeed, in September, the Governor of the Bank of Canada made 
a speech in which he urged Canadians to get used to lower interest rates. 

Headline inflation comparison
(Year-over-year change, January 2010 - September 2016, per cent)

Inflation Rates 
Relative 

Importance
(%)*

Year-over-year (12 MMA,%) Month-over-month (12MMA, %)

Sep-16 Aug-16 Sep-15 Sep-16 Aug-16 Sep-15

Calgary: All-items 100.00 1.28 1.33 1.38 (0.44) 0.29 (0.30)

Calgary: All-items excluding food and energy 76.49 1.29 1.29 2.09 0.23 0.07 0.23 

   Food 15.99 (0.43) 2.21 3.62 (2.51) 0.49 0.07 

   Shelter 26.56 (0.49) (0.37) (0.12) (0.55) 0.43 (0.43)

     Rented accommodation 5.40 (2.24) (2.09) 2.61 0.00 (0.39) 0.15 

     Owned accommodation 16.24 1.05 1.11 1.29 (0.05) 0.05 0.00 

     Water, fuel and electricity 4.84 (4.42) (3.94) (8.71) (3.31) 2.97 (2.84)

   Household operations, furnishing and equipment 12.27 0.68 2.19 2.76 (0.90) 0.16 0.59 

   Clothing and footwear 5.88 (0.59) (2.21) 0.36 5.24 0.07 3.53 

   Transportation 20.44 2.11 0.23 (1.76) (0.45) 0.23 (2.29)

     Gasoline 3.81 (8.33) (15.42) (15.35) (2.30) 2.36 (9.86)

   Health and personal care 4.65 1.31 2.15 1.32 (0.97) 1.06 (0.15)

   Recreation, education and reading 11.37 (0.34) (1.39) 2.20 0.27 0.07 (0.79)

   Alcoholic beverages and tobacco products 2.83 5.20 5.22 5.71 0.25 0.14 0.26 

Alberta: All-items 100.00 0.52 0.67 1.28 (0.44) 0.22 (0.30)

Alberta: All-items excluding food and energy 76.49 1.37 1.37 2.25 0.23 0.00 0.23 

Canada: All-items 100.00 1.34 1.10 1.03 0.08 (0.16) (0.16)

Canada: All-items excluding food and energy 74.85 1.97 1.89 1.84 0.40 0.00 0.33 
Sources: Statistics Canada, Corporate Economics, October, 2016 

* 2013 CPI basket weights at January 2015 prices, date modified February 26, 2015

Figures in parentheses indicate negative.
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Who We Are

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. 

For more information, please contact: 

Patrick Walters    Clyde Pawluk    Jorjeta Bojanova
City Economist    Senior Economist    Corporate Research Analyst
403.268.1335    403.268.2643    403.268.5556
patrick.walters@calgary.ca    clyde.pawluk@calgary.ca   jorjeta.bojanova@calgary.ca

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

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, Bank of Canada, Corporate Economics
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Summary

The Calgary real estate market slumbered 
long before roaring to life in recent years. The 
dramatic and sudden change has left many 
wondering what’s next? Our research indicates 
the future of residential real estate in Calgary is 
for modest price increases keeping up with the 
general level of inflation for the next 5-10 years. 
The Commercial market is expected to see high 
vacancy rates slowly diminish over the next 5-10 
years with rents slowly rising from lows that are 
expected to hit in late 2011.

Introduction

Municipalities in Canada are interested in real 
estate prices. Prices indicate how attractive a 
region is to reside in. They indicate current and 
foreshadow future economic performance, and 
most importantly for Canadian municipalities, 
provide revenue opportunities through property 
taxation. Construction starts are also watched as 
these represent opportunities for revenue from 
development and building permits and licences, 
but a large share of municipal revenues come 
from property taxes so prices are the key real 
estate variable for Canadian municipalities.

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 be contained herein and accepts no 
liability for any loss arising from any use or reliance on this report. The views expressed here represent the views of the authors and do not 
necessarily represent those of The City of Calgary.
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This paper reveals research that has been done 
to shed light on the movement of prices in the 
Calgary real estate markets over time, with a view 
to predicting those price change in the future. 
We investigate only residential and commercial 
markets in this paper as they represent the core 
sources of property tax revenue in Calgary. 

Real Estate Economics

Much has been written about land economics, the 
financial minutia of real estate transactions and 
there are hosts of bodies engaged in forecasting 
real estate market activities from CMHC to 
Teranet. This paper reveals our research into the 
Calgary market exclusively, and does so in an 
accessible manner. Readers interested in more 
detail of the theoretical underpinnings of this 
work may find a good general description of 
real estate economics at http://en.wikipedia.org/
wiki/Real_estate_economics. 

Corporate Economics occasionally publishes briefing notes to help interested readers understand the economy. 
Most of our briefing notes are highly technical and are geared toward an audience that is aware of the current 
economic state of Calgary, Alberta, Canada and the world. This note is part of our non-technical series aimed 
at introducing the Calgary economy to interested readers.
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House prices in Calgary in 2016 continue to exhibit relative 

stability despite a significant slowing in economic activity.  

Building construction Investment in 2016 for the City of Calgary 

is expected to fall at least $2 billion short from a year ago.

Alberta’s high unemployment rate, relative to the rest of 

Canada, continues to weigh on net migration and weaken 

the demand for new housing and depress house prices.  With 

the new changes to mortgage rules which require an increase 

in down payment of 10 per cent rather 5 per cent for houses 

priced at $500,000 and over, home purchases in that category 

are expected to be adversely affected.  In addition, house price 

appreciation, of at least single family homes over $500,000, 

should be relatively subdued.  However, it is expected that 

increased demand for houses in the under $500,000 should 

experience price appreciation in the short term.  We also expect 

further downward pressures in apartment vacancy rate going 

forward given the new mortgage rule changes, which have been 

introduced to enable banks and households reduce their risk of 

exposure to potential mortgage default.

The new mortgage rules are also intended to calm the very 

hot markets in Vancouver and Toronto which have exceptionally 

strong house price appreciation and slower housing stock 

growth.  These regional markets are particularly susceptible to 

market speculation and thus making it difficult for young families 

to realise their dream of home ownership.   We expect that an 

attempt to obtain data regarding who is buying and what is 

owned in these big cities will be a significant area of research for 

policy makers and other research based outfits. 

As Calgary remains a major headquarter to oil and gas 

industries, the recent upward trend in oil prices bodes well for 

consumer and business confidence.  In the near term investment 

spending should strengthen and drive job creation and draw 

in more interprovincial migration, and this is expected to put 

some upward pressure on housing demand for all categories.  

As consumer and business confidence grow the fourth quarter 

may see more economic activity in terms of house purchases and 

retail sales.

Sources: CREA, Statistics Canada, Corporate Economics

Sources: Statistics Canda, CMHC, Corporate Economics

Chart 1 Calgary Unemployment Rate and Housing Starts 
(Q1 2001 - Q3 2016)

Chart 2 Calgary CMA Total Housing Starts
(Q1 2001 - Q3 2016)
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Chart 3 Average Wage and House Price
(Q1 2001 - Q3 2016)

Sources: Statistics Canada, Corporate Economics
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