RBC Economics

Focus on Canadian Housing

HOUSING TRENDS AND AFFORDABILITY
June 2025

Owning a home in Canada is the most affordable it’s been in three years

. Iqterest rate cuts cont.inue to drive'homeownershi.p costs I9wer. A RBC Housing Affordability Measures - Canada
slight easing in home prices and sustained household income gains also  Ownership costs as % of median household income
contributed to lowering RBC’s aggregate affordability measure for Cana- *
da to 55.1% in Q1 2025 from 60.7% a year earlier. 70

e Still a long way from the more attainable pre-pandemic levels.
Steady improvements in the past five quarters have reversed only
roughly a third of the loss of affordability nationwide. Buying conditions
remain extremely challenging in many major markets.

e Ownership costs dropping in most markets. Vancouver and Toronto 20  Z7j&eee
-=-=- Aggregate long-term average

recorded the largest decreases in Q1, but they are still Canada’s least —— Condo apartment
affordable markets. Quebec City, Montreal and Victoria saw costs rise.
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e Generally improving trends likely to be sustained. We see earlier

interest rate cuts continuing to favourably impact affordability with price
declines in some markets further aiding the process. Whether this will spur potential buyers into action will depend on whether de-
escalation of the trade war continues to boost confidence.

The share of income a household would need to cover ownership costs (%)
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close to its pre-pandemic level is noteworthy, Further improvement on the way but affordability will remain a huge issue
because it Splked from 2021 to 2023. Moder- Ownership costs as % of household income, Canada, composite of all housing categories

ate price declines have significantly amplified 7
the generally positive effect of lower interest 6
rates.
Less affordable to owna home

Price drops also quickened the improvement .
in condo affordability in Vancouver and Victo-
ria—Canada’s two other priciest markets—
though both still have a lot more lost ground “®
to recover. w0

Continued growth or smaller dips in prices lM‘”e affordzable to ovna home
has somewhat stalled the easing process in 10
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kets Source: RPS, Statistics Canada, Bank of Canada, RBC Economics

The same applies to all single-detached
homes segments we cover across the country. Despite material improvement, affordability remains worse than it was before the pan-
demic—substantially so in Vancouver and Victoria.

Most of the improvement likely behind us

On an aggregate basis, we think interest rate cuts, further price drops in some markets and sustained income gains are set to reverse
approximately half the rise in RBC’s composite affordability measure for Canada during the pandemic by year end—up from about
one-third most recently.

Any further progress gets trickier once interest rates stabilize, because than it rests entirely on the evolution of home prices and
household income (the denominator in RBC'’s affordability measures).

Price drops or strong income gains would be required to further drive significant improvement. However, we expect generally stable
prices in Canada over the next two years—with some local exceptions—and modest wages growth amid persistent labour market
slack.

Are affordability issues back on the front burner?
The trade war derailed Canada’s housing market recovery this spring as worries about the potential economic fallout prompted many
buyers to retreat to the sidelines. Recent de-escalation of tariffs, however, could be alleviating some fears.

Early signs emerged in May that point to resale activity possibly turning a corner—yet prices remained under downward pressure in
Ontario and British Columbia.

Rebuilding confidence is clearly positive for the housing market, but it is unlikely to trigger a broad-based rally. Housing affordability
issues are poised to be top of mind again in many parts of the country, and a major obstacle hindering recovery.
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British Columbia

Victoria: Affordability relief stalls

An increase in single-detached home prices earlier this year temporarily halted
the easing trend in affordability in Victoria. RBC’s aggregate measure rose 0.5
percentage point to 70.6% in Q1—the first rise since Q4 2023. Condo afforda-
bility continued to improve, though, amid falling prices in the segment. Home
resales stumbled this spring under the weight of heightened economic uncer-
tainty. This has given buyers more bargaining power, while sellers continued
to enter the market in high numbers. We expect prices will fall more broadly as
a result, helping affordability return to its improving trajectory.

Vancouver area: More headway but ownership costs still steep

The huge spike in ownership costs during the pandemic continues to unwind.
Lower mortgage rates and moderating property values drove RBC’s aggregate
affordability measure down for a fifth consecutive quarter in Q1. Still, at 92.7%,
the measure remains by far the highest (worst) in the country and poses a
serious challenge to local homebuyers. It's no wonder home resales have
slumped to cyclical lows this spring with trade war worries adding even more
stress to the market. We expect prices to fall further near term with supply-
demand conditions tilted squarely in buyers’ favour .

Alberta

Calgary: Buyers’ prospects look slightly better

Owning a home in Calgary has become more affordable in the past year.
RBC’s aggregate measure continued to improve in Q1, inching 0.2 percentage
point lower to 42.3%. Don’t blame homebuyers if they aren’t jumping in the
market in greater numbers, though. Progress has only partially restored the
loss of affordability during the pandemic. Current conditions likely still pinch
many potential buyers—RBC’s measure remains above its long-run average
(39.1%). But with market conditions having significantly re-balanced from earli-
er tightness and prices softening recently, we see further improvement ahead .

Edmonton: Strong momentum easing

Edmonton still ranks among the busiest markets in the country despite seeing
activity moderate this year. Home resales continue to hover far above pre-
pandemic levels. A relatively favourable affordability picture is keeping buyers
motivated—even in the face of increased economic uncertainty. RBC’s aggre-
gate affordability measure was 33% in Q1, which was very close to the mar-
ket’s historical norm (32.2%). It drifted steadily lower since the spring of 2024.

The picture is likely to brighten further now that supply-demand conditions
have re-balanced, and price gains are moderating. Property values in Edmon-
ton had been appreciating among some of the fastest rates in Canada .

RBC Housing Affordability Measures
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RBC Housing Affordability Measures

Single-detached — Aggregate
------- Aggregate long-term average Condo apartment
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Saskatchewan

Saskatoon: Sustaining solid momentum

There have certainly been bumps this year, but the general state of the Saska-
toon market remains robust—supported by migration inflows and largely man-
ageable ownership costs. RBC’s aggregate affordability measure at 31.8% is
essentially back to its long-run average. It eased for the fourth time in the last
five quarters in Q1. Resales have run hot since the pandemic. It’s still close to
25% above early-2020 levels this year despite dipping in spring. Recent devel-
opments have helped reduce some of the earlier market tightness, which if
sustained, would temper price increases and drive further improvements in
affordability.

Regina: Buyers enjoy favourable conditions

Regina continues to be the most affordable market we track in Canada with an
RBC aggregate measure of 26.1%. It's also the only market below its long-
term average—suggesting buyers benefit from better-than-usual conditions.
Many of them are taking advantage, keeping sales higher even in the face
trade uncertainty. Supply is short, however, which is likely to sustain rapid
home value appreciation .

Manitoba

Winnipeg: Solid fundamentals stay top of mind

There’s little evidence the trade war has undermined the Winnipeg market.
Home resales and prices still tracked higher this spring—up 8% and 9% from a
year ago, respectively. The number of sellers entering the market is modest
and largely stable, keeping options limited for buyers. Strong market funda-
mentals—including solid, if slightly moderating population growth—seem to
overtake tariff worries. Lower interest rates have reduced ownership costs
somewhat in the past year as an added bonus for buyers. RBC’s aggregate
measure was unchanged at 31.8% in Q1 or just marginally above its long-run
average (29.3%) .

Ontario

Toronto area: Buyers don’t bite despite easing affordability

Times are tough in the Toronto housing market. Demand slumped this spring
amid trade war concerns and deteriorating job prospects, not only foiling a
burgeoning recovery, but driving sales to decades’ lows outside the pandemic
lockdown period. Pressure is coming off ownership costs, but progress—while
material—has been insufficient to make a real difference. RBC’s aggregate
affordability measure at 68.3% is still an extremely high bar for most buyers to
clear. Our outlook is for further progress as prices continue to fall. A rise in
inventory has significantly increased competition between sellers, especially
for condos.
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Ottawa: Owning a home still a stretch for many

Buyers have seen a more balanced market, moderating price gains and improv-
ing affordability over the past year in Ottawa. But, owning a home is still out of
reach for many. RBC’s aggregate affordability measure (44.3%) remains at a
historically high levels despite dropping a sizable 4.3 percentage points since Q1
last year. This was not lost on those on the verge of entering the market when
the trade war erupted. It may have seemed an inappropriate time to take the
plunge in such less certain circumstances. The end result has been a pullback in
demand this spring that drove resales down 6% from a year ago. We expect a
rising inventory of homes for sale will temper values and further restore some
affordability.

Quebec

Montreal area: Buyers bid up prices vigorously

Montreal was among the few markets that recorded a slight loss of affordability
in Q1. RBC’s aggregate measure edged 0.2 percentage points higher to
49.5%—marking a break from the modestly improving trend over the past
year. Buyers continue to face more strenuous affordability conditions than in
more than three decades, but they're still bidding up prices rapidly as supply
remains tight relative to demand. That could change, though, if this spring’s
stalling in resales persists, and inventories start climbing again. Any cooling of
price growth would ease pressure on ownership costs.

Quebec City: Low inventory keeps things hot

Quebec City is one of the hotter markets in Canada with a low supply of
homes for sale putting sellers unquestionably in the driver’s seat.

Home prices are rising solidly—up more than 13% from a year ago in Q1—
with strong gains in all categories. The downside is that it has limited the im-
provement in affordability. The situation deteriorated slightly in Q1 as RBC’s
aggregate measure rose 0.3 percentage points. Still, at 34.1%, the measure
looks relatively favourable against many other markets—including Montreal—
which has likely been a prominent factor keeping buyers engaged.

Atlantic Canada

Saint John: Last year’s price run-up still stings buyers

Sharp increases in property values last year have significantly offset the de-
cline in ownership costs arising from lower interest rates in Saint John.

RBC'’s aggregate affordability measure has fallen only 0.8% since Q1 2024—
the second smallest drop among the markets we monitor. It remains close to
its worst point ever at 32.2%. Saint John compares favourably to most other
markets, but this suggests local buyers face tougher-than-usual conditions.
Those were likely exacerbated by the trade war, which sapped confidence and
derailed the recovery started in the fall.

RBC

®

RBC Housing Affordability Measures
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RBC Housing Affordability Measures

Single-detached — Aggregate
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Halifax: Buying strains persist

Soaring demand and the resulting spike in prices during the pandemic have
transformed Halifax into an affordability-strained market.

Lower interest rates have brought some relief in the past year, but ownership
costs remain onerous for many potential buyers. RBC’s aggregate measure
(42.9%) is still more than 15 percentage points above pre-pandemic levels.
Further relief could be on the way, though. A pullback in demand this spring—
in part reflecting slowing population growth—has eased market tightness and
moderated the pace of home value appreciation. It could lower ownership
costs in a more meaningful way if sustained.

St. John's: Manageable ownership costs sustain strong activity

The trade war has so far had no discernable impact on the St. John’s market.
Home resale activity continues to be historically strong—up 15% from a year
ago and some 50% above pre-pandemic levels—and prices remain firmly on
an upward trajectory.

Buyers have seen only minimal easing in costs of owning a home since the
Bank of Canada initiated its rate cutting campaign, but its likely broadly man-
ageable. RBC'’s aggregate affordability measure (28.2%) is the second lowest
among the markets we track, and the best in the Atlantic region. We see little
improvement in affordability near term as tight supply-demand conditions drive
up prices.
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How the RBC Housing Affordability
Measures work

The RBC Housing Affordability Measures show the
proportion of median pre-tax household income that
would be required to cover mortgage payments
(principal and interest), property taxes, and utilities
based on the benchmark market price for single-
family detached homes and condo apartments, as
well as for an overall aggregate of all housing types
in a given market.

The aggregate of all categories includes information
on semi-detached, row houses, townhouses and
plexes—categories not covered in this report—in
addition to single-family detached homes and condo-
minium apartments. In general, single-family de-
tached homes and condo apartments represent the
bulk of the housing stock (excluding purpose-built
rental buildings).

Mortgage payments are based on a 20% down pay-
ment, a 25-year mortgage loan and a five-year fixed
mortgage rate. The latter is a weighted average of 5-
year fixed rates charged by chartered banks on new
insured and uninsured mortgages.

Benchmark prices are sourced from RPS Real Prop-
erty Solutions.

RBC'’s affordability measures use household income
rather than family income to account for unattached
individuals. Pre-tax income doesn’t show the effect of
various provincial property-tax credits, which could
alter relative levels of affordability. Quarterly income
is obtained by interpolating annual data. We apply
the growth in average weekly earnings to extend the
income series to the latest period. The median in-
come represents the value below and above which
lays an equal number of observations.

The higher the measure, the less affordable owning a
home is. For example, an affordability measure of
50% means that home ownership costs, including
mortgage payments, utilities, and property taxes
would take up 50% of a typical household’s pre-tax
income at current price and interest rate levels.

Summary tables

Market

Canada
Victoria
Vancouver area
Calgary
Edmonton
Saskatoon
Regina
Winnipeg
Toronto area
Ottawa
Montreal area
Quebec City
Saint John
Halifax

St. John's

Aggregate of all categories

| Price
| Q12025 Q/Q
) % ch.
817,300 -0.2
1,199,400 2.3
1,476,100 -1.4
706,000 0.7
493,300 1.8
452,800 -0.8
354,000 1.7
410,800 1.3
1,173,200 -1.2
704,500 0.3
703,100 1.3
464,300 1.8
379,900 0.8
610,400 0.5
389,400 1.3

RBC Housing Affordability Measure

Y/Y |Q12025
%ch. | (%)
2.9 55.1
4.5 70.6
0.1 92.7
8.9  42.3
10.1 33.0
6.3 31.8
6.5 26.1
8.8 31.8
-0.3 | 68.3
3.6 44.3
8.5 49.5
13.4 34.1
10.2 32.2
4.0 42.9
7.2 | 28.2

Q/Q Y/IY
Ppt. ch. Ppt. ch.

-0.6 -5.6
0.5 -5.6
-2.5 -11.4
-0.2 -2.1
-0.1 -1.4
-0.9 -2.3
-0.2 -1.9
0.0 -0.8
-1.5 -10.0
-0.3 -4.3
0.2 2.7
0.3 -0.5
-0.1 -0.8
0.1 -3.6
0.0 -1.2

Avg. since '85
(%)
1.7
45.6
61.3
39.1
32.2
31.0
27.0
29.3
50.7
36.4
38.7
29.3
25.7
32.8
26.0

Canada
Victoria
Vancouver area
Calgary
Edmonton
Saskatoon
Regina
Winnipeg
Toronto area
Ottawa
Montreal area
Quebec City
Saint John
Halifax

St. John's

| Price
| Q12025 QQ
) % ch.
915,400 0.5
1,371,200 1.3
2,120,000 0.6
794,400 0.6
542,100 2.0
490,500 -1.0
363,900 1.9
419,400 0.6
1,494,900 0.4
783,500 0.4
752,500 1.2
500,000 1.5
397,900 1.0
630,100 0.3
401,600 1.3

Single-family detached

RBC Housing Affordability Measure

Y/Y | Q12025
%ch. | (%)
45 | 61.7
53  80.4
3.7 | 130.6
7.9 475
10.7  36.3
6.6 @ 34.8
6.6 @ 27.5
7.0 | 33.2
2.7 | 86.0
4.1 49.6
8.0 @ 53.3
13.7 = 37.1
9.4 343
2.9 449
7.4 | 29.7

(0]]0] Y/IY
Ppt. ch. Ppt. ch.

-0.2 5.8
-1.1 -11.7
-0.2 -2.7
-0.1 1.4
-0.9 2.4
-0.2 -1.9
-0.1 -1.1
-0.6 -10.0
-0.3 -4.6
0.2 -3.1
0.2 -0.5
0.0 -1.0
0.1 -4.1
-0.1 -1.2

Avg. since '85
(%)
44.4
49.7
74.6
42.3
34.0
33.0
28.2
30.5
59.2
39.5
39.7
30.2
27.9
33.4
27.3

Market

Canada
Victoria
Vancouver area
Calgary
Edmonton
Saskatoon
Regina
Winnipeg
Toronto area
Ottawa
Montreal area
Quebec City
Saint John
Halifax

St. John's

Condominium apartment

| Q12025
)
551,400
603,500
753,200
343,800
220,900
224,900
204,200
244,500
637,700
387,100
495,800
312,500
n/a
477,900
320,300

Price
Q/Q

% ch.

-1.9
-5.0
-2.4
1.0
-1.3
-1.6
0.7
-1.8
-2.3
-1.6
0.1
2.7
n/a
-2.6
1.1

RBC Housing Affordability Measure

Y/Y | Q12025
%ch. | (%)

3.8 37.6
-14.9  37.3
5.8 49.5
10.8  23.0
2.4 17.4
0.4 17.5
9.0 16.2
57  19.9
5.8 38.5
1.6 | 25.4
43 | 35.1

10.9 | 22.9
n/a = nla

3.5 | 33.4
3.0 227

(00} YIY
Ppt. ch. Ppt. ch.
-1.0 -6.4
-2.2 -10.9
-1.7 -8.8
0.0 -0.8
-0.5 -1.7
-0.5 -2.0
-0.3 -3.2
-0.4 -0.9
-1.2 -7.7
-0.5 -3.6
-0.2 -3.2
0.3 -0.8
n/a n/a
-0.7 -5.1
0.0 -2.9

Avg. since '85

(%)
33.2
31.9
39.1
25.2
20.8
19.2
20.4
22.3

32.2
23.6
32.0
23.4
n/a
26.8
21.8
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Mortgage carrying costs by city

Our standard RBC Housing Affordability Measure captures the proportion of median pre-tax household income required to service the
cost of a mortgage on an existing housing unit at market prices, including principal and interest, property taxes and utilities; the modi-
fied measure used here includes the cost of servicing a mortgage, but excludes property taxes and utilities due to data constraint in
the smaller CMAs. This measure is based on a 20% down payment, a 25-year mortgage loan at a five-year fixed rate, and is estimat-
ed on a quarterly basis. The higher the measure, the more difficult it is to afford a home.
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Aggregate home price
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Home sales-to-new listings ratio
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