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Housing starts dive 56%

Construction
lowest in
two decades

MARIO TONEGUZZI
CALGARY HERALD

tarts for single-detached
homes in the Calgary
area plunged in Septem-
ber to their lowest level
in more than two

decades — and they were a
whopping 56 per cent off the
pace set a year ago for the same
month.

Data released Wednesday by
Canada Mortgage and Housing
Corp. show single-detached starts
in the Calgary census metropoli-
tan area are down by 44.4 per cent
so far this year until the end of
September to 3,401 units. Multi-
family construction is up by 377
per cent, to 6,460, compared with
the same nine months of 2007.

However, the overall construc-

tion level year-to-date has de-
creased by 8.7 per cent, to 9,861
units, from a year ago.

The province’s housing mar-
ket has come off sharply from
where it had been in 2007 and
earlier this year, said Todd
Hirsch, ATB senior economist.

“Much of the decrease had been
anticipated — the record-high
levels of housing starts that the
province had been enjoying were
simply not sustainable,” he said.

SEE HOUSING, PAGEF7

HOUSING STARTS

(CALGARY CENSUS METROPOLITAN AREA)

SINGLE  MULTIPLE TOTAL
SEPTEMBER 2008 308 265 573
SEPTEMBER 2007 697 689 1,386
% CHANGE -55.8 -61.5 -58.7
YEAR-TO-DATE 2008 3,401 6,460 9,861
YEAR-TO-DATE 2007 6,114 4,690 10,804
% CHANGE -44.4 377 -8.7

Source: Canada Mortgage and Housing Corp.

INVESTORS CONTINUE FLIGHT TO SAF E HAVENS

Andrew Harrer, Bloomberg

News about central banks co-ordinating to cut interest rates is displayed on the Dow Jones ticker in Times Square in New York on Wednesday.

Central banks slash rates
in bid to shore up economy

- »
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YEDLIN

Canadian
system
amodel of
sensibleness

been bemoaning the inabil-
ity of banks within Canada
to merge — or be bought by for-
eign banks; the argument has
been that our banks can’t com-
pete on a global financial scale
because they are too small.
Well, who’s laughing now?
For the lack of a better
phrase, Canada’s banking sys-
tem has dodged a big bullet.
But why is that? Is it because
we are inherently more conser-
vative when it comes to taking
risks?

I \or too long, Canadians have

SEE YEDLIN, PAGE F8

YEAR END SALE

Clearing Out all New, Demonstrators, Pre-Owned and Smart Cars
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Big lenders fail
to match cut,
citing high cost
of borrowing

REUTERS
AND CANWEST NEWS SERVICE

entral banks around the
Cworld cut interest rates
in unison Wednesday in

an unprecedented move that
failed to boost battered stocks,
thaw credit markets or cushion
forecasts for a sharp slowdown.
U.S. stocks closed down for a
sixth straight session after
heavy trade that saw gains fade
in the last hour. Trading was
extremely volatile amid uncer-
tainty about whether the lower
interest rates would avert re-

cession.

The S&P 500 index closed
down one per cent and has
shed 15 per cent since the start

of the month.

“Confidence has been lost
and it’s difficult to regain,” said
Ian Nakamoto, director of re-

search at MacDougall, Mac-
Dougall & MacTier in Toronto.
In Canada, the country’s
biggest banks are refusing to
share with their customers the
full benefit of an emergency
rate cut unveiled Wednesday
by the central bank.
Toronto-Dominion Bank
was the first of Canada’s banks
to not pass on the full value of

the Bank of Canada’s emer-
gency interest rate cut
Wednesday.

TD Bank cut its prime lend-
ing rate by 25 basis points to 4.5
per cent even though the Bank
of Canada slashed its bench-
mark rate by so basis points
earlier Wednesday.

“Continuing market turmoil
has steadily driven up the cost
of borrowing for financial in-
stitutions,” Tim Hockey, presi-
dent and chief executive at TD
Canada Trust, said in a state-
ment. “This makes it challeng-
ing to match the Bank of
Canada rate cut at this time.”

Canadian Imperial Bank
of Commerce, Bank of Mon-
treal, Bank of Nova Scotia,
Royal Bank of Canada and
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Laurentian Bank of Canada
all followed, reducing their
prime rates by a quarter-point
to 4.5 per cent.

Meanwhile, prices for oil and
other commodities fell as in-
vestors rolled back to cash and

gold — safe havens in fear-
racked markets.

“The key
is confi- v~
dence, con- ALSOSEE
fidence, MIMF sees big
confidence. downturn
And until F3
we get some M AIGdraws ire
change F5
there, the at- M Iceland
mosphere seizes second
for gold is bank
going  to F6
continue to
be very pos-

itive,” said Bill O’Neill, partner
at Logic Advisors in New Jer-
sey.

The co-ordinated rate cuts
were the latest salvo from fi-
nancial policy-makers in re-
sponse to a worldwide crisis
that has unsettled investors,
toppled banks and reshaped
elections on both sides of the
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Canada-U.S. border.

Europe’s financial sector was
also in turmoil with Britain
saying it was prepared to inject
$87 billion US of taxpayer
money into its banks.

Italy also approved a finan-
cial plan, saying it would take
shares in any banks recapital-
ized with government funds.

Iceland took over two of its
largest banks, abandoned sup-
port for its withering currency
and sought an emergency loan
from Russia.

The U.S. Federal Reserve cut
its key federal funds rate by
half a percentage point to 1§
per cent and China, the Euro-
pean Central Bank and central
banks in Britain, Canada, Swe-
den and Switzerland followed
suit.

The co-ordinated cuts in-
cluded China for the first time.
The Bank of Japan said it saw
no need to cut Japanese inter-
est rates, but that it strongly
supported the co-ordinated ac-
tion.

SEE CENTRAL BANKS,
PAGEFG6
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RIM to unleash

clickable Storm

SMART PHONES ¢ Research
In Motion Ltd.’s first touch-
screen BlackBerry, the 9530
Storm, will be available to
Canadians with Telus before
the holiday season.

It carries all the standard
BlackBerry business features,
but is also aimed at con-
sumers and poised to com-
pete with the popular iPhone
from Apple Inc.

“The Storm is sexy meets
smart,” said Tammy Scott,
vice-president of marketing
communications at Telus. “It
has an innovative virtual
touch-click keyboard on a
high-resolution screen.”

The Storm’s 3.25-inch screen
is slightly smaller than the
iPhone’s 3.5-inch screen, but
it's unique touch-and-click fea-
ture is meant to make it less
likely for users to push the
wrong button.

Pricing has not been an-
nounced, but is expected to
be competitive with the cur-
rent leading consumer smart
phones priced up to $200.

Investor fear
at record high

VOLATILITY « Wall Street's
favourite measure of investor
fear, the Chicago Board Op-
tions Exchange Volatility In-
dex, hit a record intraday high
Wednesday, suggesting more
turbulence for U.S. stocks.

The index jumped as much
as 10 per cent to 59.06, sur-
passing its record intraday
high set Monday, using the
modern index format that
goes back only to 1990. On
Tuesday, it ended at 53.68,
marking its second straight
close at arecord high.

In early afternoon, though,
the index was up just 5.03 per
cent at 56.38 at about 1:30
p.m. as the three major U.S.
stock indexes whipped slightly
higher in volatile trading.

The index measures near-
term anticipated stock market
volatility conveyed by option
prices for the Standard &
Poor’s 500 index.

An upward spike in the index
often occurs when the market
suffers steep losses. This is
said to reflect anxiety among
investors as they seek options
to insure their portfolios.

The index has been elevated
during this week’s steep sell-off
in a market battered by fears
about the global economy.
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Traders saw oil fall
Wednesday, but
some of Canada’s
big energy players
cked out gains
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Two Calgary firms

cited for innovation

HONOUR ¢ Two Calgary companies
have made the finalists list for the 2008
Canadian Innovation Awards, the
Canadian Manufacturers & Exporters
said Monday.

Among the 20 finalists are Tiger-Sul
Products (Canada) Co., and Hemi-
sphere GPS Inc., in the respective cate-
gories of Global Business of the Year
and Productivity Enhancement.

The awards honour excellence of top
Canadian companies who are leading
the innovation charge in their field.
Other categories include manufacturer
of the year and SME innovator of the
year. Winners will be announced Oct. 16
in Mississauga, Ont.

Fewer bankruptcies
reported in August

DATA e Total consumer and business
bankruptcies fell 5.8 per cent in August
from July, but were up 1.8 per cent from a
year earlier, the Office of the Superinten-
dent of Bankruptcy reported Wednesday.
For the first eight months of the year,
the total number of bankruptcies was
89,477, up 3.8 per cent from the same
period in 2007. Consumer bankruptcies
fell 6.4 per cent in August from July, but
were up 2.4 per cent from a year earlier,
and year to date were 83,326, up 4.6
per cent from the same period in 2007.
Business failures rose 2.9 per cent in
August from July, but were down
6.4 per cent from August 2007.

Farmers wary of credit
crisis amid price woes

COMMODITIES ¢ Canadian farmers,
alarmed by plunging commodity prices,
are nervous that the global financial cri-
sis could tighten up the credit they
count on to tackle the rising cost of
planting crops and feeding livestock.
There have been few signs of a credit
crunch for agriculture in Canada to
date, major lenders said. But farmers
are watching how lenders respond to
volatile markets and rising borrowing
costs. “Farmers have to borrow a lot
more money than they used to,” said
Ron Bonnett, vice-president of the
Canadian Federation of Agriculture.

TransAlta disposes
of Mexican plants

ASSET SALE ¢ TransAlta Corp. said
Wednesday it has closed the
$303.5 million sale of two Mexican
electricity plants to a power generation
firm owned by the Ontario Teachers’
Pension Plan and an arm of bailout tar-
get American International Group.
TransAlta said it expects to direct $200
million of the proceeds to pay for a stock
buyback program. It will use the rest for
general business purposes and for its
portfolio of renewable energy projects.

Occidental to develop
Abu Dhabi fields

INVESTMENT ¢ Occidental Petroleum
Corp. added to its Middle East portfolio
Wednesday with an agreement to de-
velop a pair of small oil and gas fields in
Abu Dhabi, the capital of the U.A.E.

The company’s preliminary pact with
Abu Dhabi National Qil Co. gives Occiden-
tal full ownership and operational control
of development projects in Abu Dhabi
fields called Jarn Yaphour and Ramhan.
Los Angeles-based Occidental said it
would invest about $500 million US for
development and additional project ap-
praisals over the next three to four years.

Banks to pay fine, buy back securities

Bank of America,
RBC settle
auction probes

BLOOMBERG

ank of America Corp.
and Royal Bank of
Canada will bail out
customers stuck with $10.3 bil-
lion US in auction rate securi-
ties and pay fines to settle
state and federal claims they
misled investors in selling the
products.
Bank of America will buy
back $4.5 billion US and pay a
$so-million US fine in agree-

ments with the U.S. Securities
and Exchange Commission
and New York Attor-
ney General Andrew
Cuomo that “closely
mirror” a deal last
month with Massa- |
chusetts. The bank [i8
will help clients dis- §
pose of another
$5 billion US, the SEC
said. Royal Bank said
it agreed to buy

A

$850 million US of Andrew Cuomo

the debt and pay

Cuomo a $9.8-million US fine.
Companies including Citi-

group Inc, UBS AG and

Merrill Lynch & Co. agreed

to repurchase more than $50

billion US in debt to settle

FROM FI
HOUSING: Speed of
slowdown ‘surprising’

“But the speed of the
slowdown in housing starts
in Alberta has been surpris-
ing,” Hirsch said.

“Despite still very strong
employment gains and rela-
tively low mortgage costs,
Albertans are holding back
on the purchase of new
homes. As well, builders
have been finding it harder
to sell their inventory of
spec homes — homes built
without a buyer, but on
speculation that a buyer
will be found. That inven-
tory has grown over the
past several months, and
homebuilders are now of-
fering some incentives to
get sales moving.”

Hirsch said that with
“economic storm clouds”
gaining momentum in Oc-
tober, “it is unclear how Al-
berta consumers will react.”

Recently, the City of
Calgary said residential
permit value in September
was $88.5 million, off nearly
64 per cent from September
2007 and the year-to-date
level was off nearly 39 per
cent or more than $800 mil-
lion to $1.3 billion.

In the first nine months of
this year, said the city, appli-
cations have been submitted
for a total of 5,859 new resi-

dential  dwelling  units,
whereas the average over the
previous five years is 10,552.

“Single-family  builders
are reducing speculative
construction and are riding
down inventory,” said Lai
Sing Louie, senior market
analyst in Calgary for the
CMHC.

Single-detached starts
were only 308 units in Sep-
tember, down 55.8 per cent
from September 2007 and
the lowest level for any Sep-
tember since 1986. “The
overall environment is that
we’re in market conditions
that favour buyers. ... Over-
all, there has been a cut in
demand in new home sales.
That’s really a trend that’s
continued through the year.”

He said the single-family
construction market is “cor-
recting itself quite rapidly.”

Multi-family starts were
265 units in September,
down a staggering 615 per
cent from the level set in
September 2007.

This is the second month
in a row where multi-family
construction showed a
steep decline in the number
of units started, Louie said.

MTONEGUZZI@THEHERALD.
CANWEST.COM
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claims they touted the instru-
ments as safe, cash-like invest-
ments. Banks run-
ning periodic auc-
tions abandoned the
$330 billion US mar-
ket in February,
stranding investors.

“In today’s eco-
nomic climate, it’s
more important than
ever for investors to
be able to access
their money,” Cuomo
said in a statement.
“Returning billions of dollars
back to investors not only pro-
tects their interests but also
increases confidence in our
entire market.”

The banks said they didn’t

admit or deny wrongdoing
under the accords. The SEC
said it will decide later
whether to fine them.

Bank of America agreed to
buy back securities from 5,500
individual clients, businesses
holding as much as $15 million
in their accounts and charities
with up to $25 million US, the
SEC said. On Oct. 6, the Char-
lotte, N.C.,-based bank re-
ported a $313 million US third-
quarter loss related to auc-
tion-rate securities.

Massachusetts Secretary of
State William Galvin an-
nounced his preliminary
agreement with Bank of
America on Sept. 10. Today’s
settlements extend the buy-

back period until Dec. 1, 2009,
and make more businesses eli-
gible for the offer, company
spokesman Jon Goldstein said.
Royal Bank, Canada’s
largest by assets, agreed to re-
purchase auction-rate securi-
ties from investors with ac-
count values as much as
$10 million US, the SEC said.
The Toronto-based com-
pany will also buy securities
held by its U.S. retail broker-
age clients with accounts of
$25 million US or less. About
2,200 clients may qualify,
Royal Bank said in a statement.
The bank estimated the pre-
tax cost from the repurchase
will be about $30 million US,
according to a statement.
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Top Investor Relations Professionals
Recognized at 5th Annual

CIRI Alberta Awards Gala

Congratulations to the investor relafions professionals who were recognized
on September 25, 2008 at the 5th Annual Canadian Investor Relations
Institute (CIRI) Alberta Awards Gala in Calgary.

CIRI Professional of the Year

Management Team of the Year
Best Overall Communications

CIRI Volunteer of the Year

Lifetime Achievement

Canadian Investor
Relations Institute

ALBERTA

~

David Carey

EnCana Corporation
Bryan Mills Iradesso
Michele Dauphinee

George Kestevan

-
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2009 ES 350

LIVING IN THE MOMENT HAS
NEVER BEEN MORE AFFORDABLE.

O exus

THE PURSUIT OF PERFECTION.

200915250

Models shown may have optional equipment at extra cost.

lexusofcalgary.com

LEXUS OF CALGARY
22 Heritage Meadows Road South East (403) 22-LEXUS

LEASE FOR 48 MONTHS LEASE FOR 48 MONTHS LEASE FOR 36 MONTHS
APR APR APR
DOWN PAYMENT $5,922" DOWN PAYMENT %6,821° DOWN PAYMENT *6,407
MTH | s0 SECURITY DEPOSIT* MTH | s0 SECURITY DEPOSIT* MTH | *0 SECURITY DEPOSIT
CANADIAN INCLUDES FREIGHT/PDI CANADIAN INCLUDES FREIGHT/PDI CANADIAN INCLUDES FREIGHT/PDI
ADJUSTED MSRP' & BLOCK HEATER ADJUSTED MSRP' & BLOCK HEATER ADJUSTED MSRP' & BLOCK HEATER

Dealers are free to set their own prices. May require factory order. Offers are subject to change without notice. Offers expire at month’s end unless extended or revised. Please see your Lexus Dealer for complete details.

is $368 / $498 /498 with $6,407/$5,922/36,821 down payment or equivalent trade in; $0 security deposit and first monthly payment due at lease inception; Total lease obligation is $19,655/$29,826/$30,725 ; Taxes, |Q
license, registration and insurance are extra; 60,000/96,000/96,000 kilometre allowance; charge of $0.20/km for excess kilometres. Limited time offers only apply to retail customers at participating Lexus dealers. Lexus

*MSRP's have been reduced on virtually all 2008 models and on 2009 models compared to similarly packaged 2008 models. See your dealer or go to lexus.ca for complete pricing details. ¥{MSRPs for 2009 ES 350
Sfx A7 2009 RX 350 Sfx ‘R7 2009 IS 250 Sfx ‘A’ manual transmission. *MSRP’s for 2009 RX 350 Sfx 'E7 2009 IS 250 RWD Sfx ‘D’ manual transmission shown are $54,715/ $41,115. MSRP's include freight/PDI

($1,895), block heater ($200), air conditioning tax ($100) and tire tax ($20). License, insurance, registration and taxes are extra. *Lease and finance limited time offers are provided through Lexus Financial Services, on
approved credit to qualified retail customers. Lease and finance rates vary by model. Representative lease example based on a 2009 IS 250 RWD Sfx ‘A’ manual transmission/2009 ES 350 Sfx ‘A72009 RX 350 Sfx R’

on a 36/48/48 month term at 4.9%/4.9%/3.9% APR and MSRP of $33,715 /$42,115 / $45,165 (includes $200 block heater charge, $100 air conditioning tax, $20 tire tax and $1,895 freight/PDI). Monthly payment

SAAQ95771




