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April 3, 2020 

COVID-19 hit in March is just the beginning of a tough period 

Canada’s housing market passed a major inflection point mid-March. Early results from local real estate boards show a sharp drop-off 

in home resales in the second half of the month after what was a strong first half. We expect activity to slow to a crawl in most mar-

kets across the country in April and for as long as social distancing and lockdown measures are in place. Home prices held up well 

overall in March—strengthening further in both Toronto and Vancouver—though it’s unclear how long this can continue. We expect 

property values to come under increasing downward pressure the longer restrictions persist and the deeper the recession gets. Super 

thin activity also makes the market prone to erratic price moves. 

 

The Toronto Region Real Estate Board indicated Toronto-area home resales were up 49% y/y in the first 14 days of March and 

then plummeted -16% in the remainder of the month. On the whole, March resales were 12% above the level a year ago. This marked 

a significant slowing from the 44% y/y increase recorded in February. By our own rough calculation, March activity shrunk about 23% 

from February on a seasonally-adjusted basis. We also estimate new listings fell 9%. Demand-supply conditions loosened somewhat 

as a result though remained in balanced territory —at least, overall in the month—maintaining support for prices. The rate of increase 

in the MLS Home Price Index accelerated to 11.1% y/y. We expect price support to wear down in the weeks ahead. Still we see a low 

risk of a collapse at this point. We believe the extraordinary policy response from all levels of government and the Bank of Canada, as 

well as accommodating measures offered by financial institutions will soften the blow.  
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July 25, 2016: BC government announces 
15% foreign buyer tax in Metro Vancouver, 
effective Aug. 2, 2016.

April 20, 2017: Ontario government 
announces housing action plan that 
includes a non-resident buyer tax of 15% 
effective immediately.

February 26, 
2018: BC budget 
announces rise in 
foreign buyer tax 
to 20%  and new 
non-resident 
speculator tax. 

January 1, 2018: OSFI
implements new B-20 
guideline for mortgage 
lending that calls for stress 
testing all new uninsured 
mortgages.
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A similar story emerged in the Vancouver area in March where the 

heat in the market evaporated over the latter half of the month. 

The overall sales figure looked impressive at first glance—up 46% 

y/y—but it was mostly because of an extremely weak comparison 

point a year ago. We estimate home resales fell 7% from Febru-

ary on a seasonally-adjusted basis. The MLS HPI climbed above 

the year-ago level for the first time in 17 months (up 2.1%). This 

could well be as high as the index will get. We expect pricing dy-

namics to weaken in the period ahead.  

 

The outlook is even bleaker in Calgary where the local real estate 

board reported an 11% y/y sales drop in March sales and 0.8% 

decline in the MLS HPI. Given the severity of the economic 

shock—double whammy delivered by COVID-19 and oil price 

plunge—and soft demand-supply conditions ahead into the crisis, we believe property values are at risk of a more sizable decline.   

The material contained in this report is the property of Royal Bank of Canada and may not be reproduced in any way, in whole or in part, without ex-

press authorization of the copyright holder in writing. The statements and statistics contained herein have been prepared by RBC Economics Research 

based on information from sources considered to be reliable. We make no representation or warranty, express or implied, as to its accuracy or com-

pleteness. This publication is for the information of investors and business persons and does not constitute an offer to sell or a solicitation to buy secu-

rities. 
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