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I recently read a Globe & Mail article by two BNS Economists that cited numerous reasons why the Canadian housing market is
healthier than that of the U.S. Some of the content of the article follows.
The Subprime Mortgage Mess
Canada’s subprime market is small, 5-6% of outstanding mortgages, whereas in the 2004-2006 period 20-25% of new mortgages
in the U.S. were subprime. Not only is Canada’s subprime market much smaller, but it isn’t even really subprime. It is more like the
U.S. near-prime market. This is because, unlike many U.S. banks, Canadian institutions continue to apply prudent underwriting
standards. They have always checked incomes, verified credit and job status, asked for sales contracts etc. In addition, high loanto-value mortgages require insurance to protect the financial institutions if default occurs. We don’t have the “NINJA” style
mortgages (no income, no job, or assets) or Liar Loans (no documentation of job or assets required) that have been so much in
evidence in the U.S.
Consumer Debt Exposure
Much has been made of debt growth in Canadian households versus the U.S. Using the household debt-to-income ratio is at best
a useless comparison. You do not take out a new mortgage on January 1st and expect to pay it back by December 31st the same
year. So why make that comparison? The best way to compare is to look at debt as a share of household assets. In Canada at the
end of 2007 debt-to-asset ratio was 20%; in the U.S. it was 26%. Thus Canadians are 30% less in debt and better able to weather
changes in the economic landscape including any ‘flattening’ in the housing market.
Run Away House Price Increases
House price increases have been muted by comparison to many other countries. In Canada’s priciest market, Vancouver, average
prices increased by about 80% since the mid 1990’s. London, England went up about 270% in the same time period. While this
has lead to increased mortgage equity withdrawals (primarily HELOCS—Home Equity Lines of Credit) Canadians home market
equity has actually risen in recent years. This compares to U.S. homeowner equity being in free-fall with mortgage debt growth
outpacing housing asset growth since the early 1990’s. So much so that it is estimated that upwards of 20% of U.S. households
have negative home equity (ie. they owe more on their mortgages than the house is worth).
There are also fundamental and very important differences in the structure of Canadian and U.S. residential mortgages. Space is
limited in this newsletter and does not permit a full explanation here today. However, for full details of this article, please visit
our website www.robertnemish.com and click on the button “Canada vs. U.S”.
The Bottom Line
We do not anticipate a housing market melt down. We do believe that somewhat lower volumes of new home
construction and resales lie ahead alongside a flattening of house prices. But arguing that consequences to the overall
Canadian economy and to debt markets are as severe as they are in the U.S. is WAY OFF BASE.
Wishing you and your family a very Happy Thanksgiving!
Yours very truly,
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Rod’s Garden Care
This coupon entitles the bearer to
$250 off a minimum
$5000 landscape contract
redeemable on or before
December 31st, 2008.
Contact Rod Keays for further details
Tel: 250-858-3564
Email: wz701@victoria.tc.ca

WATCHING THE MARKET
September 2008
Source: Victoria Real Estate Board
Number
of
Sales

Average
Price

Single
Family

286

$549,284

$585,643

Condominiums

111

$319,562

$318,578

Townhouses

50

$411,075

$429,026

6 Month
Average

From the Inspiration File
Success and failure. We think of them as opposites, but
they’re really not. They’re companions - the hero and the
sidekick. ~ Lawrence Shames

Client Testimonial
“Fran and I greatly appreciated your effort and advice
in the sale of our house. We would have no hesitancy
in recommending you to anyone.”
~ Fran & Mike Kotchan
REAL ESTATE MARKET MELTDOWN? CREDIT CRISIS?
FREE REAL ESTATE WORKSHOP
This workshop will help you to discern reality from media fiction.
Thursday, October 16th from 6:00pm—7:30pm
Visit our website for more details, and call us today
to reserve your seat. Only 20 seats available!
250-744-3301

Television screens generate a lot of static electricity,
which attracts dust. You can reduce the static on your TV
by wiping it with a fabric softener sheet.

ONE OF ONLY 19 THREE-BEDROOM HOMES UNDER $400,000
IN THE VICTORIA CORE!
This home comes with a full One Year Warranty on major components, brand new carpets & paint, newer forced air electric
furnace and roof, and all is set on a very spacious 8500 sq foot property with a fully fenced rear garden.
Virtual tour is available at www.robertnemish.com

Join us for coffee and goodies at our Open House - Sunday, October 12th 2-4pm at 2845 Shelbourne Street.

Send us your best Halloween drawing for your chance to win an

ENTIRE BAG OF CANDY!!!
Don’t forget to write your full name, phone number and age group (0-4yrs, 5-8yrs, 9-12yrs).
Please submit your entries by October 25th to:
Jenni Carswell
RE/MAX Camosun
4440 Chatterton Way
Victoria, B.C.
V8X 5J2

A referral is sending someone you care about to someone you trust.
Thank you for trusting us with your referrals.
Robert E. Nemish & Jenni Carswell
“Exceeding Expectations” With
• Trust
• Integrity
• Knowledge
• Service

Phone: (250) 744-3301
CAMOSUN
4440 Chatterton Way, Victoria, BC V8X 5J2
Fax: 250-744-3904
Email: info@robertnemish.com
Website: www.robertnemish.com

