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Residential investing 2017: surviving government “help”

FEATURE | Disastrous government policies crash
Canada’s hottest housing market, hobble B.C.’s
biggest industry and may dash dreams of first-time
buyers and small investors, analysts say

By FRANK O’BRIEN

fobrien@biv.com

he goal of residential real
I estate investors in 2017
will be to survive a gov-
ernment-orchestrated crash of
Metro Vancouver house sales that
could also shove many first-time
buyers and small investors out of
the B.C. market entirely.

After cascading government
intervention, Metro Vancou-
ver fell from having the highest
housing salesincreasesin Canada
this spring to last place by Nov-
ember, while national sales hit an
all-time high.

The first blow came in May
when the BC Liberals banned as-
signment sales on existing homes
to curb speculation. Detached
house sales in Metro Vancouver
immediately plunged 16 per cent
and, within weeks, the average
price of a house on Vancouver’s
west side had fallen by $400,000.

In August, the province intro-
duced a 15 per cent tax on for-
eigners buying Metro Vancouver
housing. Housing sales nosedived
in the hottest markets.

“We have a completely
collapsed activity level,” said
real estate agent Brent Eilers of
Re/Max Masters Realty in West
Vancouver. “What the market’s
done since August 1is dramatic.”

West Vancouver sales of single-
family houses between August 1

and October 31 were down 72 per
cent over the same time period in
2015, from 266 to 75 — the biggest
salesdropinthe Lower Mainland.

Across Metro Vancouver, total
housing sales in October were
down 38.8 per cent from the same
month a year earlier - compared
to anational increase of 2.4 per
cent - and Metro detached sales
had plunged nearly 55 per cent.
In October, only 652 detached
houses sold in the entire region,
down from a monthly average of
1,610 in the first quarter of this
year.

The City of Vancouver then
stepped in, threatening to ban
short-term rentals for investors
and introducing a 1 per cent tax
on vacant homes by 2017.

In October, the federal govern-
ment intervened, slapping tough
new restrictions on first-time
buyers with less than a 20 per
cent down payment and, effective
November 30, outlawing access
to mortgage insurance for resi-
dential investors.

“That is worse than the foreign-
buyer tax,” said Cameron
McNeill, president of Mac
Marketing Solutions, one of B.C.’s
largest condo marketing firms.
“It will affect alot more people.”

McNeill pointed out that pre-
sales of new luxury condomin-
iums had remained a bright spot
amidst the housing carnage.
Sixty per cent of the 2,676 pre-
sale condos released in Metro

b
i8¢
>} I'v? ) !
: "\1 :

:
A

MALE LUy

4
.

»
-
.

-

The Cardero by Bosa in Coal Harbour pre-sold 100 of its 105 luxury
condominiums in one month this summer. Across Metro Vancouver, 60 per
cent of all pre-sale condo apartments have sold this year, but overall new
highrise condo sales are down 22 per cent from 2015. [805A

Vancouver this year have sold,
and that spikes to 90 per cent for
some high-end projects in Van-
couver, Burnaby and Richmond,
he said.

However, the Urban
Development Institute reports
that overall sales of new highrise
condominiums were down 21 per
cent in the third quarter of this
year compared to 2015, and sales
of low-rise condos plunged 44 per
cent in the same period.

Developers have started slam-
ming on the brakes. As of Nov-
ember, a total of 113 new condo
projects had launched in Metro

Cameron McNeill, president of
Mac Marketing Solutions: sees
upside in Metro’s condominium
investment market for 2017.
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Vancouver, down nearly 50 per
cent from a year earlier.

McNeill said that the majority
of pre-sale condo buyers plan to
live in their units, but that the
new mortgage insurance rules
could keep many investors and
first-time condo buyers out of the
actionin 2017.

Under federal rules, after Nov-
ember 30 those seeking mortgage
insurance can only buy a princi-
palresidence, the price must be
less than $1 million, buyers must
have a credit score of 600 and
must qualify at the Bank of Can-
ada five-year mortgage rate (4.6
per cent), which is about twice as
high as variable rates.

The measures will kick at least
20 per cent of first-time buy-
ers off the real estate ladder,
estimates the BC Real Estate
Association.

The government measures
could impact the entire B.C.
economy, analysts caution, be-
cause residential sales and con-
struction now represent a bigger
economic impact thanallof B.C.’s
resource industries combined.

“When one considers that [the
mortgage] default rate is min-
imal, the housing market is the
biggest tax provider and, indeed,
B.C.’s only economic engine that
is working, one stands amazed at
the government intervention,”
said Vancouver real estate con-
sultant and investor Ozzie Jurock.

SHAUGHNESSY DEVELOPMENT SITES

W We have a large selection of houses on large lots from
10,000 sqft to 40,000 sqft in 1st Shaughnessy & 2nd
Shaughnessy ranging in price from $4.6M to $33M

M Call for more info. NDA required.

604.779.6644

www.gordonkleaman.com
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FOR SALE

'COMMERCIAL

BURNABY DEVELOPMENT SITE
MW 2 lots, 7763 & 7777 Kingsway totalling 11,288
sf with over 96 feet of frontage on Kingsway.

$3.7M

NEW WESTMINSTER DEVELOPMENT SITE
W 915 Twelfth Street, 6542 sf corner lot. Current
zoning allows for a 4 storey building with
potential new zoning allowing 6 storeys. Next
door 911 & 909 Twelfth St may also be available.
$1.890M

www.6717000.com/lapaz

LA PAZ MEXICO DEVELOPMENT SITE

M 71 Acre development site overlooking
Downtown La Paz and Costa Baja Marina

$4M USD

www.6717000.com/squamish
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inoru Blvd., Rchond

$59,800,000
5740, 5760 and 5800 Minoru Boulevard. This exceptional development of

"~ 5740-5800 M

SQUAMISH DEVELOPMENT SITE
W 166 Acres, in 2 phases, 10 mins North of Squamish
W Phase one (Lower Lands) 104 acres, approved

for 82 lots. Project has an equestrian theme.

3.88 acres in the heart of Richmond is going to become Richmond's hottest
property. 1/2 block from the skytrain, this assembly provides ongoing
revenue while rezoning gets under way. A non-disclosure agreement must
be signed for additional information including; mock-up designs, existing
leases, financials and rent roll, environmental reports, and architect concepts.

Stata Titled Apartment
Building in
Port Coquitlam
10 residential and
2 commercial units

Renovation in Progress
$3,500,000 as completed

Office Development Property
in Highly sought after
Vancouver Tech Community
Close to Skytrain.

Zoning in place
Approx. 210,000 + buildable
$98 per buildable Sq.Ft.
Vacant land currently
NDA required

Wanted:

Offshore purchaser
looking for
Marina Property
Salt-water BC based only.

Wanted:

Industrial land over 2 Acres,
preferably vacant.
Lower Mainland area to
Mission, Chilliwack
Medium to heavy industrial
zoning preferred
Cash Purchaser

L NEEDED
IS YOUR LAND CONTAMINATED?
U Client looking for contaminated sites. Cash purchasers. Development potential after clean-up is required. Joint ventures possible.
N

Gordon Kleaman
M&A / BUYING / SELLING

gkleaman@gmail.com

604.779.6644




