Hot real estate sales expected to cool
Home market strong, but realtors told to look for slowdown Interest hikes may add to dampening, 

industry leaders say
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The heated Canadian residential real estate market continues to post healthy sales, but realtors shouldn't expect the good times to continue indefinitely, industry leaders told an audience in Toronto yesterday. 
"I think we are in a special time economically, but we are due for a slowdown," Phil Soper, president and CEO of Royal LePage Real Estate Services Ltd., told more than a thousand realtors at the Toronto Real Estate Board's annual general meeting. 

This week's Bank of Canada interest rate increase will help to further cool the market, as will more rate hikes expected in the future, said Soper. 
Don Lawby, president and chief operating officer of Century 21 Real Estate Canada Ltd., told realtors to "expect a tightening" in the market soon. 

"The only exceptions I see right now are in Alberta and British Columbia," said Lawby. 

Alberta and B.C. have been slower to experience a hot real estate market than other provinces, and could still see good increases in sales. Alberta, in particular, is enjoying some robust growth because of oil revenues, said Lawby. 

The Canadian real estate market continues to post impressive gains. In Toronto, a record number of homes changed hands for a September, up 11 per cent from the same month in 2004, which held the prior record. But with the housing cycle on an upswing over the last nine years, many realtors are wondering if the party will end soon. 

The panel agreed that strong economic fundamentals meant there was no "bubble" in the market, a phenomenon that caused the last real estate crash in the early 1990s. However, real estate leaders said that realtors should not be expecting market conditions to remain as hyper-charged as they have been over the last several years. 

"I agree that the market is tightening up," said Stephen Wong, chairman of Living Realty Inc. "We're at a point where first-time buyers can no longer afford to buy a home. The market for the entry level home has gone way up." 

As a result, many first-time buyers have gravitated toward condominiums, said Wong. 

Bernie Vogt, president of Prudential Real Estate Affiliates of Canada Ltd., said while he did not think the overall market was in any way overheated, the condominium market is questionable. 

"I think there is some vulnerability in the condo market; it is vulnerable to speculation," said Vogt. "If you've got a situation where 25 to 30 per cent of the units are being sold to investors, then you have some vulnerability in the marketplace." 

All the leaders agreed that the Canadian market was in for a soft landing rather than a hard one — unlike other parts of the world, which had had much bigger upswings in real estate prices. 

"We are the only country in the world with a trade and a current account surplus," said Michael Kalles, president of Harvey Kalles Real Estate Ltd. Good job numbers and solid immigration also bode well for the future of the market, said the experts. 

However, Pamela Alexander, chief executive of ReMax Ontario-Atlantic Canada, cautioned that this country would not be unaffected if real estate bubbles started to pop in other nations, and especially in the United States. 

"The U.S. takes 85 per cent of our exports, so if something happens there, then it will affect jobs and consumer confidence in Canada," said Alexander.
