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DISCLAIMER 

The information contained in this report is NOT intended for speculation on any financial market referred to within 

this report. Princeton Economics International makes no such warrantee regarding its opinions or forecasts in 

reference to the markets or economies discussed in this report. Anyone seeking consultation on economic future 

trends in a personal nature must do so under written contract. 

This is neither a solicitation nor an offer to Buy or Sell any cash or derivative (such as futures, options, swaps, etc.) 

financial instrument on any of the described underlying markets. No representation is being made that any financial 

result will or is likely to achieve profits or losses similar to those discussed. The past performance of any trading 

system or methodology discussed here is not necessarily indicative of future results. 

Futures, Options, and Currencies trading all have large potential rewards, but also large potential risk. You must be 

aware of the risks and be willing to accept them in order to invest in these complex markets. Don’t trade with money 

you can’t afford to lose and NEVER trade anything blindly. You must strive to understand the markets and to act 

upon your conviction when well researched.  

Indeed, events can materialize rapidly and thus past performance of any trading system or methodology is not 

necessarily indicative of future results particularly when you understand we are going through an economic 

evolution process and that includes the rise and fall of various governments globally on an economic basis. 

CFTC Rule 4.41 – Any simulated or hypothetical performance results have certain inherent limitations. While prices 

may appear within a given trading range, there is no guarantee that there will be enough liquidity (volume) to ensure 

that such trades could be actually executed. Hypothetical results thus can differ greatly from actual performance 

records, and do not represent actual trading since such trades have not actually been executed, these results may 

have under- or over-compensated for the impact, if any, of certain market factors, such as lack of liquidity. Simulated 

or hypothetical trading programs in general are also subject to the fact that they are designed with the benefit of 

hindsight and back testing. Such representations in theory could be altered by Acts of God or Sovereign Debt 

Defaults. 

 It should not be assumed that the methods, techniques, or indicators presented in this publication will be profitable 

or that they will not result in losses since this cannot be a full representation of all considerations and the evolution 

of economic and market development. Past results of any individual or trading strategy published are not indicative 

of future returns since all things cannot be considered for discussion purposes. In addition, the indicators, strategies, 

columns, articles and discussions (collectively, the “Information”) are provided for informational and educational 

purposes only and should not be construed as investment advice or a solicitation for money to manage since money 

management is not conducted. Therefore, by no means is this publication to be construed as a solicitation of any 

order to buy or sell. Accordingly, you should not rely solely on the Information in making any investment. Rather, 

you should use the Information only as a starting point for doing additional independent research in order to allow 

you to form your own opinion regarding investments. You should always check with your licensed financial advisor 

and tax advisor to determine the suitability of any such investment. 

Copyright 2016 Princeton Economics International and Martin A. Armstrong All Rights Reserved. Protected by 

copyright laws of the United States and international treaties. 

This report may NOT be forwarded to any other party and remains the exclusive property of Princeton 

Economics International and is merely leased to the recipient for educational purposes
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Canada  

 

  

he story of Canadian real estate this year is one of shifting economic 
fortunes and changing real estate trends intermixed with a decline in the 
currency value. The decline in oil prices has caused a sharp slowdown in 

the Calgary economy. The Edmonton economy is also trending downward, and 
the long-term impact on the local real estate market remains negative. Low 
energy prices and declining commodity prices combined with the fall in the 
Canadian dollar has taken its toll on Canada from a foreign and domestic 
perspective. 
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The economic power thus shifted back to the east as commodities in general 
declined. Property prices appear to have reached a frothy peak in Toronto, and 
a near-term decline in home prices in the 5-10% area is to be expected. 

With the decline in the Canadian dollar, real estate is likely to produce at least 
a 25% loss for foreign investors in Canada. Single-family home prices in Toronto 
and Vancouver will bear the brunt of any correction, just as we see the decline 
in London 
outpacing the 
decline outside of 
London. 

In China, major 
strides have been 
taken to stem the 
outflow of capital, 
which will help to 
turn the Vancouver 
market downward 
in price. The Toronto 
market has been 
driven more from 
Europe than Asia, 
and here the trend has simply reached a bubble top.  

Real estate had been a primary bright spot for the economy as the currency 
decline made it look cheap to external investors. However, construction activity 
was flat in September and agent and mortgage broker activity pulled back 1.7% 
from August levels. This implies that the market did peak in line with the 2015.75 
turning point on the Economic Confidence Model (ECM). 

Foreign owners made up a bigger share of the condominium market in Toronto 
and Vancouver over the last year, according to the nation’s housing agency. 
Foreign owners of condos comprised 3.5% of the market in Vancouver and 3.3% 
in Toronto, according to a report from Canada Mortgage & Housing Corp. that 
surveyed property managers. That rose from 2.3% in Vancouver last year and 

SERIA
L N

O. 1
88

19



3 
 

2.4% in Toronto. When focusing on just the core sectors of the cities where foreign 
capital tends to concentrate, foreign buyers made 5.4% of Vancouver condo 
purchases in 2015 versus 3.4% last year, and 5.8% of Toronto condo purchases 
versus 4.3% in 2014. The declining Canadian dollar helped to attract foreign 
capital that tried to get out of China and Europe. 

Canadian politicians have been under pressure, as they are in London and 
Singapore, to start monitoring offshore money inflows. Locals always blame rises 
in property prices on foreign investors. The average price for a detached home 
rose 9% to C$1.02 million ($760,000 USD) in Toronto in November from a year ago, 
while Vancouver home prices soared 18% to C$752,500. 
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So far, the agency’s data is limited to condominiums and based only on a survey 
of property managers. Offshore buyers can keep their location and identity 
secret. This has helped the foreign investor. 

Canadian real estate has two problems. First, there is the decline in the currency, 
and second, there is a trend toward raising interest rates in the United States. 
Canada does not have the deep mortgage market that the USA does, so its 
cycle tends to be a bit more volatile compared to a 30-year mortgage market. 

Due to the decline in the Canadian dollar, domestic holders will lose international 
value. Eventually, as the currency declines, Canadian real estate will appear 
cheap to the foreign investor. Canadians are the largest buyer of property in the 
USA, whereas the Chinese are the largest buyer of high-end properties. 
Nevertheless, U.S. dollar-based assets will be the hedge for Canadians going into 
2017. 

1 2 3 4 5 6 7 8 9 10
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The broader real estate market peaked in 2007 in real terms. The overall decline 
we witnessed following that peak was felt within the average market. The 
reaction rally we saw going into 2015 focused on two main categories. First, there 
was the high-end property market driven by capital seeking to get off the grid 
due to fears of banks and governments. The second category was international 
capital flows, where we have capital that has been pouring into North America 
from Europe as well as from China in particular. The property market in 
Vancouver and the high condo prices in New York and Miami illustrated this. 

Our model in real terms is now pointing down into 2033. What does that actually 
mean? Will property housing collapse in price? Will the decline in the purchasing 
power of the currency outpace the real estate rise in values? This is certainly 
more of the second outcome than the first. However, average home values 
outside of the key target areas for foreign capital will decline in real net terms. 
Taxes will help to cause this decline. The problem with property that has always 
existed from ancient times is that you cannot pick it up a leave in times of war 
or economic chaos. 

In 2015, the average residential detached sales price for major Canadian 
markets varied, and was driven by a foreign capital influx. This was made quite 
clear with Vancouver coming in at over $1.6 million, which does not include the 
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high-end market. Toronto’s average was over $1 million, excluding the high-end, 
and came in as Canada’s second priciest market. Markets such as Winnipeg 
and Halifax came in with the lowest average residential detached sales prices, 
averaging $293,992 and $295,606 respectively, according to national data. 

 

The Canadian Real Estate Association’s (CREA) year-end market release 
indicates that Greater Vancouver prices are up 11% as are prices in the Fraser 
Valley. Toronto made double-digits at 10%, and Hamilton-Burlington came close 
at 9%. Calgary and Regina prices declined 2%, while Winnipeg held steady. 
Montreal and Victoria were up a little at 4% and 5%. Keep in mind that this is in 
nominal Canadian terms, which reflects the decline in the Canadian dollar 
rather than new highs in international value terms. 
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Foreign capital investment inflows clearly drive the markets in B.C. and Ontario. 
This accounts for the sharp rise in Vancouver and Toronto, and has helped to 
negate the changes to mortgage regulations announced in December that 
were aimed at cooling these housing markets. Buyers there are expected to 
bring forward their purchase decisions before new regulations take effect in 
February 2016, but they face a growing shortage of supply. On the other hand, 
there is ample property available in other markets. 

Residential detached and single-family homes experienced the best 
performance in 2015, whereas for condominiums in speculation in previous years 
leading into 2007 declined about 10% on average. Therefore, this rally has been 
significantly different from the rally into 2015.  Consequently, high-end residential 
detached and single-family homes have outperformed the condo market in 
2015. 

The federal government raised the minimum down payment for higher priced 
homes in Canada, which will go into effective February 1, 2016. Homebuyers are 
currently required to put down a minimum of 5% to qualify for Canada Mortgage 
and Housing Corporation (CMHC) insurance when providing a mortgage worth 
more than 80% of the home's value. Starting in February, CMHC will require a 
10% payment on the portion of any mortgage it insures over $500,000. The 5% 
rule remains the same for the portion up to $500,000. This will target Vancouver 
and Toronto where housing prices have soared. 
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Canada tried to stem the tide of Chinese entering Vancouver as thousands of 
temporary foreign workers had to leave Canada because of changes to the 
federal jobs program in April 2015. Many wealthy would-be Canadians 
immediately took advantage of a loophole in Quebec that allowed them easy 
access to Vancouver. Quebec always maintained a separate structure in 
defense of their French background. 

Ottawa had announced back in 2013 that it was ending Canada’s Investor 
Immigrant Program. However, many were still arriving in Vancouver after 
applying to a similar program in Quebec, which has maintained its own 
immigration program under the Canada-Quebec Accord. The immigrants 
quickly discovered that they could receive their visas from Ottawa, but they did 
not stay in Quebec and quickly migrated to Vancouver. Wealthy immigrants, 
mostly from China, handed over $800,000 in the form of a no-interest loan to the 
Quebec government to gain their visas. 

Quebec benefits from that loan, which lasts for five years if they can pay it back, 
but that is becoming increasingly questionable. This has been a highly lucrative 
program for Quebec and has enabled it to reach record debt levels.  

These immigrants are not actually producing a drain on public resources in 
Quebec or Vancouver since they need to be fairly rich to get away with this 
loophole. This has helped to spike the Vancouver real estate market while 
Quebec remained about $100,000 below the national average. Quebec reaps 
the monetary benefits of its program while B.C. deals with the after-effects. The 
question becomes, what happens when Quebec can no longer live off of free 
loans? 

There are 2.2 million Quebecers (36% of the population) who do not pay 
provincial taxes at all. In comparison, only 4.1% have annual earnings of $100,000 
or more. Quebec spends more to keep its debt rolling than it does on education. 
Quebec carries the heaviest debt per person of any Canadian province.   SERIA
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Calgary 

 
 

In the case of Calgary, the real estate market is showing strong evidence that a 
decline is underway. The city has had one of the strongest performing urban 
economies in Canada for the past 10 years. Calgary has grown faster than any 
other major city in the country, and has had the second-highest average annual 
and total real GDP growth over the past 10 years (2005-2014). 

The vacancy rate has climb for office space to nearly 12%. Nevertheless, Calgary 
has had the highest personal income and the greatest purchasing power. The 
city has had a lower cost of living than either Toronto or Vancouver. Still, the 
peak appears to be in place and a downturn is in motion for the near-term.  
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We can see from the chart that this market has not been as straight up as in 
Toronto and Vancouver. Calgary has avoided, for the most part, the excessive 
overvaluation driven by a flood of foreign capital coming into the market. Our 
timing model shows a decline is likely in nominal terms into 2017. There may be 
a rally thereafter into 2019, but this may be driven at that time by the strong 
influx of capital, especially from Europe. 
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Halifax 

 
The Nova Scotia market for the past several years has seen an ever-increasing 
inventory in real estate that finally peaked in 2015. Condo inventory began to 
decline in mid-2015 from the May high, but overall residential detached and 
single-family home numbers continued to rise into September. The recent shift to 
lower listings since 2015.75 (September 30) and increased buyer activity have 
certainly aided this event. Buyer activity spiked most likely due to the changes 
in mortgages that raised the minimum deposit from 5% to 10%. Average prices, 
nonetheless, have begun a decline due to first-time homebuyers who rushed to 
buy before February 1.  SERIA

L N
O. 1

88
19



12 
 

 
 

 

  SERIA
L N

O. 1
88

19



13 
 

Montreal 

 

Quebec is notorious for being one of the worst fiscally managed governments 
in the world. Quebec’s debt burden is reflected in their annual payment of $11 
billion on their debt ($30 million per day), which exceeds the total cost of 
elementary and high school education. The debt costs have crowded out all 
other spending, and have created a fiscal crisis that has had a tremendous 
impact on prices in real estate. As home sales in Toronto and Vancouver have 
soared, the real estate sector in Canada's second-largest city remains in a state 
of depression with prices almost $100,000 less than the national average. 

People do not seem interested in buying in a province that everyone knows is 
economically on the brink of collapse. Montreal's million-dollar homes surged in 
price about 25% during the first 10 months of 2015. Again, this is money trying to 
get off the grid and is in line with the rally we saw in the high-end market as a 
hedge against government on a global scale.  
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For first-time homebuyers looking for cheaper properties, Montreal remains one 
of the country's best big city bargains. This is reflected in high taxes and lower 
economic business opportunities. The average sales price is less than $350,000 in 
Montreal, compared to equivalent properties located in Toronto at just under 
$625,000 and nearly $900,000 in Vancouver. This is about $100,000 lower than the 
national average in Canada, according to the CMHC.  

Clearly, the debt burden in Quebec is a time bomb as the province has been 
the worst fiscally managed government in perhaps all of North America. Then 
there is the political instability as the economy turns down. We will see blame 
placed on the rest of Canada as separatist movements regain support. Flare-
ups in the sovereignty debate or the election of the Parti Quebecois have 
traditionally suppressed real estate priced in Quebec.  

The loophole on free loans that enables immigrants to enter Canada for $800,000 
has only helped to prolong the crisis, giving false hope that somehow the 
government is holding on. But this will send a shockwave to Vancouver where 
the Chinese immigrants quickly migrated to after getting into Quebec—a place 
where nobody seems to want to stay. 
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Quebec's language policies that restrict who can attend English-language 
schools are also a disincentive for companies to set up shop and attract 
employees willing to relocate. The province's historical preference for renting is 
also a factor, although the trend to ownership has been rising with the growth 
of the condo market. 
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Toronto 

 

There has been a risk of a real estate bubble in Toronto caused by foreign capital 
inflows and the decline in the value of the Canadian dollar, which has made 
property appear much cheaper to foreign buyers. The source of the bubble is 
not purely due to domestic demand, and domestic analysts rarely consider the 
currency. From a currency-based perspective, the decline in the Canadian 
dollar from the high in November 2007 at 110.43 to 71.43 in December was a 
35.3% decline. That means that property needed to rise by 35.3% just to break-
even in terms of international value. The average Canadian does not see that 
currency advantage.  

Saskatoon and Regina suffer from both overvaluation and overbuilding, as prices 
remain high and building continues in face of low oil prices. Economic conditions 
are not sustaining housing prices, but rather foreign capital inflows and money 
trying to get off the grid and out of banks. 

In Toronto, the rapid price acceleration in the past year has been driven by 
foreign capital inflows. This has created the impression domestically that prices 
are just too high for detached homes, especially in the condo market. Sales of 
condos in the fourth quarter in Toronto were 5,596, which was an increase of 
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12.6%. This reflects currency, which has led to the price of condos rising about 
4%. 

Foreign buyers sparked an acceleration in building condos in Toronto in the final 
quarter of 2015. The rise in housing prices in Toronto has not been matched by 
a rise in disposable income, which is why domestic analysts are warning of a 
bubble. 
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Vancouver 

 

 

From a domestic viewpoint, Vancouver’s risk for a real estate bubble is less than 
Toronto’s. Despite having the highest home prices in Canada, Vancouver has 
been seen at only at moderate risk of overvaluation of real estate prices due to 
the city's low vacancy rates and the predominance of high net worth buyers. 
This is due to the major influx of immigrants from China. 

A study of 367 markets and nine countries around the world pointed to 
Vancouver as the third-least affordable city. Construction constraints are to 
blame for rising home prices there and in other Canadian cities. According to 
Demographia, Vancouver’s prices have only been surpassed by Hong Kong and 
Sydney.  
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While we see a correction in property values, keep in mind that we are likely to 
see nominal prices rise after 2017, which will have nothing to do with the 
underlying economy. The crisis remains driven by the currency value and the 
decline in the Canadian dollar by 35% that has attracted foreign investors. As 
the world economy turns down hard in Europe and Asia, property values may 
look attractive to provide a base in terms of nominal values in contrast to 
international values in real terms. The change to the mortgage regulations 
announced in December had no real impact since much of the property sold 
to wealthy Chinese for cash or big deposits. 
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Winnipeg 

 

Housing in Winnipeg peaked in 2013, and in 2015 was down about 7.6% from 
2014. Employment growth in the Winnipeg market increased moderately going 
into 2015, which helped to support the real estate market to some extent. Job 
growth will most likely enter a declining phase into 2018 to 2020.  

A low Canadian dollar has helped, to some degree, in bringing in foreign capital. 
Some people have sold their properties in Toronto and Vancouver to move or 
retire to cheaper areas. However, net migration to the area is declining from 
here onward. Nonetheless, Winnipeg saw an increase of 17% in 2014, but we 
would expect the net migration to the area to remain at near historical highs.  

While the housing demand will decline due to slower job growth and lower 
migration, supply is still expected to expand in the multifamily sector, as new 
housing construction will increase the supply. Winnipeg’s single-detached 

SERIA
L N

O. 1
88

19



21 
 

market saw a rapid decline in new production of 16% post-September 30, 2015. 
This is in line with what we saw in London, England.  

The construction of single-detached homes will remain well below levels of the 
four-year construction boom that led to the 2013 high. Given that we see a 
negative trend in employment growth ahead, there should be little underlying 
support for housing prices on a domestic economic perspective.  
 

 

SERIA
L N

O. 1
88

19



22 
 

Conclusion 

The Canadian real estate market is doomed from a domestic perspective of 
trying to analyze the trend based upon economic conditions. We are entering 
a phase where capital is trying to get off the grid with respect to government 
taxation and fiscal mismanagement. Candian property offers a safe-haven for 
foreign capital trying to flee Europe and Asia.  

We must understand that the driving force here has been currency. The areas 
that tend to peak early, like Winnipeg in 2013, should fair better in the years 
ahead. The risk in Vancouver will be the fallout from Quebec’s default on its debt 
owed to immigants who quickly moved to Vancouver. Given they had to lend 
Quebec $800,000 interest-free for five years to get their visa, we should not 
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remain that optimistic for the years ahead insofar as attracting more foreign 
capital. 

 

Since 2007 and the peak in the Canadian dollar against the U.S. dollar, property 
is up only about 28% in Vancouver, whereas the currency has decline 35%. 
Therefore, on an overall net international basis, foreign investment has helped to 
keep Canadian properties high, but there has still been a decline in terms of 
international value. 
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