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Sales above seasonal average
Are stress test rules excessive?

Despite the number of government initiatives to slow the GTA housing market, demand continues to be
strong. November sales were higher than in October, bucking the usual seasonal trend. The increase
may be caused by buyers rushing to make their purchases before the new mortgage regulations come
into force in January. These rules require those taking out a mortgage to qualify at a rate two percentage
points higher than the contractual mortgage rate.

Many people believe this strict stress test is excessive and will put many would-be homeowners on the
sidelines, including many who could qualify for a home under current regulations. A recent study noted
that Canadians are highly motivated to repay their mortgages and that about one-third of mortgage
holders take actions that will shorten their amortization periods. Mortgage arrears are just 0.24 per cent
in Canada.

The average price for a detached home in the City of Toronto was $1,276,184 in November, down 5.1 per
cent from a year ago. In the 905 regions, detached homes sold for an average of $898,605, down 6.2 per
cent from November 2016. Detached homes spent an average of 26 days on the market and sold for 97
per cent of the listed price. Much of the action took place in the condominium market, where the average
price in the City of Toronto was $555,396, up 17.7 per cent compared to last year. In the 905 regions,
condo apartments sold for an average price of $414,782.

Demand for GTA real estate continues to be strong thanks to a robust economy. Canada’s unemployment
rate is at its lowest rate in almost a decade; it has dropped a full percentage point from the end of
2016. Demographic fundamentals also support
the market. The growth rate of the GTA’s adult
population has moved upwards from 1.6 per
cent in 2015 to 2 per cent, which is above
the area’s long-term average. The federal
government recently increased its immigration
targets, which will bring many new residents
to the city.

Average Home Prices - November
in the Greater Toronto Area
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The recent census showed that the number
of people aged 20-35 who are still living with
their parents is increasing. Many of them are
saving for a down payment and will eventually
enter the housing market, some with help from
the “bank of mom and dad.” Studies show that
most millennials believe that housing is a great
investment and want to buy a home. REU
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Money matters

Schools and property values
Big impact on home prices

Research before buying a home should include finding
out more about neighbourhood schools and the
reputation they hold. Even if you don’t have children,
the school catchment area has a significant impact on
the resale value of your home.

The value added by a good school to your property’s
value depends on the local neighbourhood and
the home in question, but some research has been

Condo update

The condo blacklist
Due diligence essential

You decide to buy a condo. You qualify for a mortgage and,
maybe, mortgage insurance. But that doesn’t automatically
mean you will get the loan. Sometimes lenders and
mortgage insurers can blacklist an entire condo building
because there is an issue with the condo’s finances that
make the lenders nervous.

What makes lenders nervous? Well, someone may be
suing the condo corporation or there may be liens against
the property. The corporation may be broke and has loans
to pay for common expenses. There may be increased
foreclosures in the building triggering a drop in property
values.

That is why it’s essential that buyers conduct the due
diligence on the condo corporation before buying. It is
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conducted on the issue. One Toronto real estate firm
estimated in 2015 that being “in district” for one of the
top schools in the area could add from 20 to 36 per
cent to a home’s value, while another estimated that it
could add up to $800,000 to a home’s price.

A survey discovered that 84 per cent of Canadian
homebuyers check out school districts when looking
for a home. Another survey of 1,000 potential
homebuyers found that one out of five said they would
give up an extra bedroom or a garage if it meant
getting into the right school district. Thirty-three per
cent said they would opt for a smaller home to get
their children into their chosen school.

What this means to you as a homebuyer or seller is that
a home in a good school district commands higher
demand and higher demand begets higher home
prices which in turn equates to higher appreciations
rates.

You can check out school rankings compiled by the
Fraser Institute at https://www.fraserinstitute.org/
school performance. REU

prudent not to remove financing conditions and close
the deal before you know that your lender and mortgage
insurer are ready to finance that particular condo.

Mike Bricknell of Canwise Financial suggests that it's a
red flag if you find a condo where the seller insists on at
least a 20-per-cent down payment. It could mean they are
looking for buyers who don’t need mortgage insurance,
hoping to avoid a situation where the buyers cant get
financing or insurance.

You and your lawyer should carefully examine the condo’s
Status Certificate to ensure the condo is in sound financial
shape. The certificate outlines the corporation’s financial
status, including outstanding bills, liens or work orders,
how much money is in the reserve fund for operating
expenses and whether there are any legal issues involving
the condo corporation. REU



Mortgages

New mortgage rules
What they mean when you
buy and renew

The controversial new mortgage qualifying rate, or
stress-test rate, has been called “a war on homebuyers”
by the Ontario Real Estate Association. But like it or not,
as of January 1, 2018, anyone who gets a mortgage from
a federally regulated lender must qualify at the contractual
mortgage rate plus two percentage points.

“It is estimated that about 10 per cent of current
loan applications would no longer qualify
under the new rules,” says Adrienne Warren of
Scotiabank Economics. “The overall impact on
sales, however, is likely to be smaller, as some
potential buyers could choose to purchase a
lower-priced home, while others may be able
to extend their amortization period or opt for a
lower variable mortgage rate in order to extend
their buying power.”

The Macdonald-Laurier Institute believes the

new rules “effectively shuts many homeowners

out of the market, drives them into less suitable

housing, or sends them into the arms of credit unions or
sub-prime lenders that are not federally regulated.”

Benjamin Tal of CIBC Capital Markets says, “That change
reduces the purchasing power of typical buyers by close
to 20 per cent, and we estimate that no less than 10 to
15 per cent of mortgage originations will be impacted...

However, the combination of the creative imagination of
borrowers, some exceptions to the rule and increased
activity among alternative lenders will soften the blow to
the market as a whole with actual demand slowing by
only five to seven per cent in the coming year.”

One of those exceptions is that homeowners renewing a
mortgage with their current lender are exempt from the
new rules. “The problem is this approach unnecessarily

limits competition,” says Jim MacGee of the C.D. Howe
Institute. “By imposing an interest rate stress test on a
borrower if they switch lenders, borrowers with high
debt-to-income ratios may find that they can only qualify
for a renewal with their existing lender. This removes the
option to shop for a better rate and limits borrowers’
bargaining power on renewal.” REU
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Duct Cleaning Getting your ducts in a row

Many people often wonder whether duct cleaning
is a valuable service or simply a scam. Luckily,
it’s an easy question to answer. Duct cleaning is
important for the quality of air within your home,
and therefore, for your health - for this reason, it’s
a very valuable service.

In a typical six-room home, up to 40 pounds of
dust are created annually. When not properly
maintained, the air ducts in your home can harbor
all kinds of allergens, including cobwebs, dust,
mold, fungus, and chemical pollutants.

Air ducts are the lungs of your home. Their
purpose is to circulate fresh, clean air for you
to breathe. There are all kinds of circumstances
and contributors adding to or creating dirty air
ducts. These can include: Animals in your home
that shed hair, fur and dander. Construction in
your neighbourhood. Dirt and dust travel - if your
windows are open you are inviting them inside.
Indoor renovations. Excess moisture in the air can
lead to mold build up in some duct systems.

Dirty air ducts can also affect your energy bills.
They cause your furnace and air conditioners
to work overtime. This can result in increased
maintenance and reduced performance for both of
these systems. The strain dirty ducts put on these
systems can also contribute to overly high hydro
and gas bills.

We encourage cleaning your air ducts upon
moving into a home, or if you have just completed
a major renovation or remodeling project. Homes
with family members who have allergies or asthma
may be particularly sensitive to air quality issues,
and duct cleaning on a more regular basis may
be appropriate. Homes with smokers or pets that
shed hair and dander may need more frequent
ductwork as well.

This simple maintenance will help ensure the
longevity of these systems and the health and
cleanliness of your home. If you are not sure of
what to look for in a service provider, consider
the following:

e |s the company able to show proof of NADCA
(National Air Duct Cleaners Association)
membership and certification?

¢ |s the contractor willing to conduct a thorough
inspection of the heating and cooling system
prior to performing any work?

e Does the contractor agree to disclose any
problems discovered during the inspection -
NADCA'’s Assessment, Cleaning and Restoration
Standard requires this?

e |s the heating or cooling system fully operational
before cleaning?

e Will/did the contractor
ductwork?

e Will/did the contractor clean the return air
ductwork?

clean the supply

The above article is reprinted with the permission of Carson, Dunlop & Associates Ltd., Consulting

Engineers — Expert Home Inspections.
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In our endeavours to provide information to our
clients we regularly send out real estate related
materials such as this. Should you not wish to
receive future mailings please let us know and
we will remove you from our list.

Housing market
indicators

Single-family dwellings

Source: TREB  Sales New
Listings

Nov ‘16 8,503 10,456
Nov ‘17 7,374 14,349
% Change -13.3% 37.2%
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The intent of this newsletter is to inform you regarding real estate. Your personal details such as name and address are never shared without your consent. In accordance with the new Privacy Act, your consent must be given (either explicitly or implicitly) to receive
the newsletter. If you do not wish to receive this newsletter, please notify me. This publication is not intended to solicit buyers or sellers currently under contract with a brokerage. The information and opinions contained in this newsletter are obtained from various
sources believed to be reliable, but their accuracy cannot be guaranteed. The publishers assume no responsibility for errors or omissions or for damages resulting from using the published information and opinions. This newsletter is provided with the
understanding that it does not render legal, accounting or other professional advice. Whole or partial reproduction is forbidden without written permission from the publisher. © Clear Communications 416-422-5754.



