Housing and Mortgage
Market Review

By Ben Rabidoux

Mortgage Professionals Canada is pleased to share the March issue of our monthly report on key market findings and

analysis to help support Canada’s mortgage broker channel.

We have partnered with analyst Ben Rabidoux, who each month provides MPC members with a review of the latest housing
and economic data and rate trends. He breaks down what the data means and spells out the implications for Canadian

consumers—your clients.

We look forward to arming our members with powerful insight into the housing and mortgage markets and hope you enjoy

this latest report.
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Bank of Canada hikes rates, signals more to come

The Bank of Canada raised its key interest rate by 0.25% in
early March, bringing the overnight interest rate to 0.5% and
pushing the prime lending rate at big banks to 2.7%.

In the press release, the Bank noted that, “As the economy
continues to expand and inflation pressures remain elevated,

the Governing Council expects interest rates will need to rise

further.”

That hint of further rate hikes to come, as well as stubbornly
high inflation, which came in at a fresh 30-year high annual
rate of 5.7% in February, are pushing up bond yields and
affecting fixed mortgage rate pricing as well. The important
5-year Government of Canada bond yield is now over 2% for
the first time since late-2018.

Higher rates are already being felt by
consumers. The effective interest rate paid by households
across all credit products has risen by 60 basis points (bps)
since the start of the year and is nearly 80bps higher than last
year at this time...the steepest annual increase since 2006.

Still, consumers remain in relatively good shape.

The unemployment rate fell by 1.0% in February to hit
5.5%, just a shade off the all-time lows

The household savings rate was 6.4% in Q4 compared to
less than 1% pre-pandemic

Household net worth jumped by 16% in Q4

Consumer insolvencies remain 40% below pre-COVID

levels
Subtle signs of a shift in Canada’s housing market
Home sales nationally jumped 4.6% month-over-month

in February and remain 25% above average levels on a

population-adjusted basis:
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Bank of Canada hikes rates, signals more to come

This strongly suggests that we are still
seeing significant demand pulled forward, likely as buyers
attempt to front-run further Bank of Canada rate hikes,
and it hints at a potential demand overhang with weaker
sales activity in the back half of the year as rising rates
and weaker discretionary income trends take a bite out of

demand.

On the pricing side, February saw the single-largest monthly
increase in the seasonally adjusted national House Price
Index on record at 3.5% m/m. House prices are now 29%

(or $200,000) higher than they were last year at this time,

a trend that will no doubt have policy-makers seriously

contemplating measures to cool demand:

On the supply front, February saw a massive 23.7% m/m
jump in new listings coming to market, which helped push
the sales-to-new listings ratio down to 75% from the crazy

highs of nearly 90% seen in January.

This indicator remains well above
“balanced” territory of 50%-60%, but the fact that so many
new listings came to market last month suggests that we
may see some pent-up selling pressure materialize via higher
listings this spring. If so, it could hopefully take the edge off
some of the recent price moves and give policy-makers a
little more breathing room.

*Any forecasts contained in this report are accurate as of the date indicated.
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Ben Rabidoux is the founder of Edge Realty Analytics (www.edgeanalytics.ca), which equips top real estate and mortgage professionals with timely
research and insightful marketing infographics to help them stand apart from the competition and stay engaged with their clients and prospects.

He is also the founder and president of North Cove Advisors, a market research firm serving institutional and high net worth clients since 2013
that is consistently ranked top 5 for Canadian economic coverage by Brendan Wood International.

He is a frequent guest and contributor in major media outlets, including Bloomberg, The Wall Street Journal, Reuters, The Globe and Mail,
The Toronto Star, Macleans, and many others.
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