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It’s a buyer’s
market –
for now

Builder
rebound
in 2009?

MARTYHOPE
CALGARYHERALD

There’s a light at the end of the
tunnel—and this time, it
doesn’t appear to be a freight

train barrelling toward us.
In fact, single-

family home-
builders in and
aroundCalgary
may be on the
verge of reversing
the downturn in
sales and con-
struction that has
plagued them
dramatically
since about the
mid-point of

2007, saysCanadaMortgage and
HousingCorp.
“The pullback in construction this

year should pave theway for amodest
improvement in 2009,” says Richard
Corriveau, Calgary-based Prairie re-
gion economist for the federal housing
agency. But there is a proviso here:
Corriveau says any improvement in
construction is dependent on the fact
that active resale listings and new
home inventories are past their peak.
TheCMHCprojection for detached

home starts this year is 5,200—which
puts in on pace tomatch activity from
1992—and for 5,400 in 2009.
The good news for builders is that

total new supply, which is the combi-
nation of unoccupied inventory and
units under construction, is currently
continuing to decline.
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F
ree cars. Subsidizedmortgage
rates. Thousands of dollars in free
upgrades.

These have all been sweeteners in
the last fewmonths for people buying
a house or condo.
What a difference a yearmakes.
ThecripplingU.S. credit crisis,which

has led to foreclosuresandbankruptcies
amongourneighbours to the south, has
spread its tentacles intoCanada’s econ-
omy, itsbusinesses—and into the real
estate industry inparticular.
While a year ago buyerswere

overbidding on houses in theCalgary
market, now they have their pick of
homes.While a year ago builderswere
scrambling to stay even remotely close
to their timelines for completion of
newhouses, nowhomes can be built
within a time-frame thatworks better
for both the builder and the buyer.
While a year ago, somehomebuyers

saw the value of their real estate invest-
ments double, nowprices have stabi-
lized, or dipped asmuch as 10 per cent.
Those speculatorswho thought the

double-digit increaseswere going to
last forever are nowdumping their
condos and houses back onto themar-
ket, further destabilizing the real es-
tate inventory.
In otherwords, whatwas a seller’s

market is now a buyer’smarket … at
least for the immediate future.
And all forecasts say thatwhile this

economic dip isn’t going to go away in
the short term, Calgary,more than any
other city perhaps inNorthAmerica,
has all the fundamentals to ensure the
economy stays strong.
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Moreinventory isslowingprice increases,butthemarket isexpectedtogainmomentumthrough2009andbeyond.
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Building to a
O F F I C E

- 14 storey office tower

- Anchor tenant is CH2M HILL, a global
leader in full-service engineering

R E TA I L

- 32,000 sq. ft. Sunterra Market on 2 floors

- Licensed Restaurant with Rooftop patio

- Wine Shop and a Market cafe

R E S I D E N T I A L

- Two towers (26 & 34 stories)

- 429 residences in all

- 1 & 2 bedroom suites range in
size from 570 to 1,585 q.ft.

CRESCENDO

www.keynotecalgary.com

featuring

Excitement is building and the Keynote is louder than ever.

As construction progresses, Keynote’s one-of-a-kind composition

can be seen. All the notes that make life vibrant and complete

are a part of Keynote. Places to gather, places to shop, places

to work and places to relax over a meal after the day is done.

Belong to the new urban village that is Keynote. From the low $300’s.

Keynote is currently under construction on 1st Street SE between 11th and 12th Avenues.
Visit the Sales Centre at 1119 1st ST S.E. Phone: 403.265.5284 Open Mon to Thurs 12 - 6, Fri to Sun 12 - 5

AA689993
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Meanwhile,more than 1,100 single-detached
listings have been shaved off theMay peak in the
competing resalemarket.

Should these downward trends continue
through the balance of this year, builderswill
start to slowly rampup production.
“The rebound should begin in 2009, albeit at a

tepid pace, with single starts reaching 5,400
units,” Corriveau says.
Next year could see a four per cent gain, pro-

viding the supply adjustment process runs its
course andmarkets becomemore balanced.
DaveGladney, vice-president of sales forMor-

risonHomes, says the industry has seen about 24
months of cooling off followingwhat he called
the “crazy years,” but seems to be showing re-
newed strength.
“As I look at our sales numbers to the end of

July, we’re at about 99.3 per cent ofwhatwe did
in 2001, and thatwas a pretty good year,” he says.
Gladney is also optimistic about 2009, forecast-

ing a sales increase of 10 per cent for the year as
themarketmoves towardmore normal activity.
Industry veterans knewwhatwas happening in

2006 and early 2007 couldn’t last; the numbers
being rung upwere unsustainable. The correc-
tion hit aboutmidway through last year.
Following a record 10,482 single-detached

starts inCalgary and surrounding area in 2006,
productionwas cut by 26 per cent in 2007.
Theweakness became apparent as the home-

building industry started to faceweaker demand
associatedwith lower netmigration, increased
competition from awell-supplied existing home
market, and the anticipation of rising inventories,
explains Corriveau.
Rapid price growth racked up in recent years

also cut into demand.
“The conditions that pushed starts lower in

2007 remain prevalent, and havewarranted a fur-
ther decline in production this year,” he says.
CMHCnumbers show that newhome invento-

ries have been on the upswing sinceApril 2007
and currently are among the highest totals in
three years.
Meanwhile, active listings in the resalemarket

continued to climb through the first half of the
year, peaking at 10,153 units inMay. At the same
time, netmigration didn’t recover from the drop
reported in 2007.
To the end of July, single-detached starts to-

talled 2,757 units, a 41 per cent decline from the
first sevenmonths of 2007. That pace is expected
to increase only slightly over the duration of the
year.
But buyers are still out there, saysNormMross,

president of theCanadianHomeBuilders’ Asso-
ciation–CalgaryRegion, because they are in con-
trol of themarketplace and have a lot of homes to
choose from.
“Theremay be a percentage of consumerswho

are biding their time in hopes ofmaximizing
their dollar value bywaiting forwhat they pre-
dict to be themost opportunemoment, at the
risk ofmissing the boat,” he says. “The bottom
line is that for the consumer,market conditions
aremore in their favour now than than in several
years.”
The key factor in the changing fortunes of the

homebuilding industry is the level of inventory
in the resalemarket—at a timewhen sales are
slow.With the choice available, potential home-
buyers are in no hurry tomake a decision.
Corriveau says that scenario could be chang-

ing, but competition from the resalemarketwill
continue to be a factor until supply levels are
reduced.
“Currently, it appears that resale listings are

past their peak, but still have a longway to go be-
fore conditions become balanced,” he says.
“Single-family builderswill continue to re-

spond tomarket conditions by reducing the
number of homes under construction tomanage
inventory, while providing incentives to stimu-
late demand.”
Figures from theCalgaryReal Estate Board

show that as of the end of July therewere 6,038
single-family detached homes in inventory, com-
paredwith 4,510 a year ago.
The decline in housing starts in the last few

years has also put the brakes on prices.
Single-detached homes occupied in 2007 had

an annual average price of $474,512, whichwas 34
per cent higher than reported for all of 2006.
To the end of July 2008, the average absorbed

price has increased 21 per cent, reaching $575,932.

“Despite this gain thus far, the average ab-
sorbed price is not an accurate reflection of the
current price environment facing today’s buyer,”
saysCorriveau.
“The selling price ofmost of these homeswas

agreed to at the time of sale, severalmonths
prior.”

On the resale side, CMHChas forecast the av-
erage pricewill climb from $414,000 last year to
$418,000 this year and up another $12,000 in
2009.
Mross says the single-family industry has

pulled back on the level of permits and construc-
tion, in response towhat it has seen as a decline
in demand.
“Reducing the number of starts or delaying

some projects is prudent and responsible busi-
ness practice if the demand is not there.”
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OUTLOOK: Buyers still there

ChuckChiang, CalgaryHerald
Thenew-homebuilding industry has eased off on construction until themarket rebalances.

The good builders and developers inCalgary
and in recreation property hotspotswill sur-
vive— thosewho have run their businesses like
businesses, keeping close track of trends and
inventories and creating efficiencieswherever

they can.
So, there are deals to

be had for consumers.
But howdoes that
changewhat you should
be looking for, as a po-
tential homebuyer—
whether you are looking
for a condo, a single-
family home or a recre-
ation and investment
property.
The answer is, other

than the deal itself, little
changes.

The fundamentals inmaking a good choice
are little different in the “not-as-good” times
from the “boom” times.
These are the basics that sound so obvious

but are so often ignored. They bear repeating
time and time again, in a buyer’smarket or a
seller’s one.
Your home is not only a place you live in, or

possibly retire to (in the case of a recreation
property), it is an investment. And like any
other investment, it should be chosenwisely,
with the help of professionals, andwith as
much information on hand as you can gather.
What todo:

■Find outwhat you can afford. Talk to your
banker ormortgage broker before you go out
looking at properties. Understand that the
mortgage payment is only part of your costs—
there are also legal fees, taxes andmortgage in-
surance, aswell as property insurance.
■Remember that if you are buying a condo,
costswill include the above, aswell as condo
fees.Make sure you ask for and read all docu-
ments relating to the operation of the condo
project, before signing on the dotted line.
■Think location, location, location. The
mantra never changes nomatter themarket.
Not only should the locationwork for your
needs—where are the target schools for your

children, how accessible is shopping, where are
the green spaces and recreational facilities, etc.
—but also for the needs of otherswhen you
look at eventual resale. Drive around the neigh-
bourhood; get a feel for it before you buy. If you
are looking for a recreation property, go to the
area as a tourist during the hot season, and in
the off-season.Make sure it is a place you are
going to return to often, and that it suits your
lifestyle today, aswell as the one youwant for
your recreation or retirement time.
■Doyour research on the builder or realtor
you choose to help you. Ask friends, ask for ref-
erences, talk to industry associations. Look at
the company’s experience and other projects it
has built.
■ If you are buying in another country, home-
workmeansmaking sure you understand the
property laws of the country. Visit the property;
don’t buy sight unseen. Sometimes a deal looks
too good to be true… because it is.
This is particularly important because of

what is happening in theU.S. If you think your
retirement dream can be satisfied by that
$125,000 house that’s listed inArizona, check it
out in person.Make sure the neighbourhood is
a safe one;make sure financing can be
arranged; find outwhat you need to know and
do if you are buying a foreclosure property.
■ReadTheHerald’s real estate sections (New
Homes,NewCondos, Recreation& Investment
Properties and LifeAtHome) every Saturday.
Pick up our specialtymagazines including
CondoXtra, Recreation& Investment Proper-
ties and Suburbs&Satellites. Read the tips,
trend pieces and project overviewswritten by
ourwriters and columnists, and do your home-
work on the incredible variety of product avail-
able to you.
■Checkout the free informationgivenout by
dependable sources likeCanadaMortgage and
HousingCorp.Go to itswebsite at
www.cmhc.ca/en/co/ for tips oneverything
frombuying ahomeor condoand researching fi-
nancingoptions to choosing ahome inspector if
youarepurchasing a resale home.
In the end, do your research and find the

home that is right for you and your family. And
if you get a deal, all the better!

BBaarrbb LLiivviinnggssttoonnee

FROMRS1

BUYER’S:Homework is crucial

www.Legenddevelopments.com

Experience the
‘LEGENDARY’ Quality
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Estate Homes in:
• SPRING VALLEY LANE
• MORNING VISTA

AA679739

AT A PRICE YOU NEVER
DREAMED POSSIBLE.

AT A PRICE YOU NEVER

THE ADDRESS
YOU’VE DREAMED OF,

FROM THE

$350S CHARACTER HOMES
WITH FRONT PORCHES
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$420S ESTATE HOMES
WITH ATTACHED GARAGES
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