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New Homes Market Outlook
Little has changed in terms of the cur-
rent outlook for the Metro Halifax
housing market from the CMHC out-
looks published in the winter and
spring of this year. Our local market
continues to demonstrate many classic
signs of being just past the peak in a
mature phase of the current residential
real estate cycle. High and rising costs
are a universal concern for developers,
builders, Realtors® and housing con-
sumers alike. In response to cost pres-
sures, industry consolidation is becom-
ing more frequent, neighbourhood
gentrification is accelerating, the scale
of new multi-residential developments

is increasing, potential buyers are more
aggressively demonstrating value-seek-
ing behaviour, and interest in energy-
efficiency is omnipresent. In addition,
first-time homebuyer activity is slowing
and move-up buyers comprise a
greater share of the shrinking home
purchase market.These trends and
characteristics are expected to remain
at the forefront of the Metro Halifax
housing market over the next 15
months influencing a steady but incre-
mental slowing in the pace of con-
struction, sales and price growth.

Through the first nine months of this
year, total housing starts in metropoli-

tan Halifax (1,861) are on par with
the solid pace set through the same
period last year (1,864).The relative
stability of year-to-date total housing
starts masks significant divergent
trends in the single-detached and
multi-unit segments. Again this year,
single-detached starts are failing to
keep pace with the previous year. In
fact, through the first three quarters,
single starts are 15 per cent lower
than the already tepid production level
set through the first three quarters of
last year. Conversely, there have been
15 per cent more multiple unit hous-
ing starts in the first three quarters of
this year than there were through the
same period last year.

While economic and demographic
conditions remain quite supportive of
the housing market, the recent easing
in the pace of market activity is evi-
dent to those in the industry.There
were 150 fewer housing starts in the
third quarter of this year (622) than in
the third quarter of last year (772). Of
particular note, after setting a blistering
pace in the first half of this year, multi-
unit residential starts in the third quar-
ter were 21 per cent behind the pace
set in the third quarter last year. New
rental projects continue to enjoy fairly



rapid lease-up and new semi-detached
and townhouse units in the $200,000
to $250,000 price range are selling
quickly. However, new condo sales are
lagging behind last year's pace as a
steadily expanding inventory of new
condos has tilted the market in favour
of potential buyers. Continued growth
in new condo inventory will exceed
sales, tilting the market in favour of
buyers and resulting in extended
absorption periods for new projects
and tamer price growth.

Single-detached homebuilding contin-
ued to decline at an even rate in the
most recent quarter.The pace of sin-
gle-detached home absorption has
slowed in tandem with a decline in
speculative construction activity. As a
result, unsold inventory of new homes
remains balanced overall, but the
inventory of new homes priced
between $300,000 and $400,000 con-
tinues to swell as they experience stiff
competition from a growing inventory
of extensively renovated existing
homes. Such existing homes often
appeal to potential buyers when they
are in established neighbourhoods
with mature trees and little or no con-
struction noise and traffic.

As the high-end of the new home
market has softened, cost pressures
have left builders with little choice
than to shift their focus upmarket. As a
result, growth in average sale price for
single-detached houses continues at an
impressive pace of 11 per cent so far
this year.While rising costs have con-
tributed to average price growth, it is
mostly a change in the mix of homes
that have been sold that has caused
the increase as luxury home sales are
grabbing a larger share of a shrinking
overall new home market. Upscale
new single-detached homebuilding will
continue to generate 14 per cent
annual average price growth by the
end of this year as average single-
detached house price just surpasses
the $300,000 mark. Next year, average

price growth is forecast to decelerate
to a still very sturdy nine per cent.
Rising development and construction
costs will become more influential fac-
tors in price growth in 2007 than was
the case this year.

Total housing starts are forecast to
hover near 2,500 on an annual basis
this year and again in 2007. Actual
annual total starts results for 2006 and
2007 will be heavily influenced by the
specific timing of the pouring of foot-
ings on several large apartment struc-
tures that are anticipated to occur
over the next three months.The tim-
ing of these projects could influence
annual total starts figures by up to 150
units on either side of 2,500.

Single-detached housing starts are
expected to close out 2006 down
12% from last year at only 1,075. Next
year, only 1,000 single starts are fore-
cast to break ground; the fewest num-
ber since 1991.While the selection of
serviced building lots is expected to
increase, prices are as well. In addition,
growth in inventory of extensively ren-
ovated existing homes will challenge
new home builders even more next
year than was true this year.

Multiple unit housing starts are
expected to end this year at 1,550
units courtesy of a 33 per cent jump
in apartment construction.This leap
will be propelled to some extent by a
higher level of condo construction but
more directly by a very strong
rebound in rental construction. Next
year, multiple unit starts are forecast to
remain elevated at 1,450 units, with
the pace of rental and condo apart-
ment construction easing from 2006.
This will remain well above 2005's
production rate as developers adhere
more stringently to pre-sale standards
and experience less exuberant, but still
adequate, rental absorption rates.
Semi-detached and townhouse units
priced under $250,000 are expected
to remain popular with buyers (and

therefore builders) through the end of
next year and this will result in semi
and row unit starts matching 2005's
pace both in 2006 and 2007.

As more baby boomers become
empty nesters, growth in household
formation continues at a brisk pace
with demand for apartment dwellings
expanding as the number of one and
two person households accelerates. A
slower pace of net migration due to
the relative attractiveness of the labour
markets of Western Canada has only
moderately tempered household
growth.The Metro Halifax labour mar-
ket is showing signs of approaching full
employment as the unemployment
rate flirts with record lows and the
total number of people employed hov-
ers near record highs. Consequently,
employment income growth continues
to exceed the tepid rate of inflation,
leaving consumers confident in
spending.

Economic Outlook

Economic Growth to Slow in
Metro Halifax
The economy in Metro Halifax is
expected to remain healthy over the
next two years despite decelerating
growth. Employment growth will slow
while unemployment rates hover
near record low levels.The resulting
pressure on wages will stimulate
inflation while personal budgets will
be squeezed even more. Demand
for housing will be affected as
potential homebuyers will be forced
to more closely examine their financial
situations.

Growth in the labour force has slowed
in the past 18 months and further
growth will also be subdued due to
reduced net migration. Halifax has not
been immune to the labour drain cre-
ated in Western Canada. Net migra-
tion is forecast to remain below 750
per year, well below the annual aver-
age over the past 10 years of 1,700.
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Overall employment is expected to
grow by a meagre 0.6 per cent in
2006 and 0.9 per cent in 2007 bring-
ing the total number of workers to
205,800.There would be room for fur-
ther employment growth if there was
a more abundant supply of skilled
labour.

The unemployment rate has been
holding steady below 6 per cent for
most of 2005 and for all of 2006.
Sitting at an average of 5.4 per cent
through September, the rate is expect-
ed to average around 4.7 per cent in
2007.This number is approaching full
employment and sets the stage for
upward pressure on both wages and
inflation in general.

Residential construction activity is fore-
cast to remain quite healthy while
non-residential activity is forecast to
accelerate as school construction pro-
jects are complemented by the $45
million Maritime Helicopter Training
Centre project, a new facility for
Research in Motion's technical support
centre, the $270 million Dartmouth
Crossing retail park, and the $333 mil-
lion Halifax Harbour Solutions project.

In the service sector, tightening labour
market conditions and modest tax
cuts will generate growth in disposable
income but this will be more than off-
set by rising homeowner expenses.
Mortgage rates are expected to climb
almost a full percentage point during
the two-year period from 2006 to
2007.With the recent growth in new
and existing home prices, increased
borrowing costs will not go unnoticed
and will play a role in purchasing deci-
sions.Taking into consideration other
rising household expenses such a heat-
ing fuel, electricity, utilities and property
taxes, consumer confidence is expect-
ed to dip and spending will moderate.

The Metro Halifax economy is expect-
ed to remain generally healthy over
the next two years but growth will be

restrained by high energy prices and
the indirect impact of these prices on
household budgets and labour avail-
ability. Nevertheless, positive govern-
ment balance sheets and growth in
commercial construction will provide
valuable stability to the local economy
as other areas are forced to deal with
the challenges of high exchange rates
and energy prices.

Resale Market Outlook

A Balanced Market Shifting
Toward a Buyers'
Sales volume and average sale prices
in the existing home market in Metro
Halifax have been at record levels in
recent years. Sales have exceeded
6,000 since 2001 and reached a peak
in 2005 at almost 6,500 sales.This year
the pace of sales is expected to
decline by four per cent and a further
seven per cent in 2007.This slowed
pace will put sales volume at a pre-
2001 level.

The average selling price of existing
homes has grown at a fervent pace in
recent years. Every year on record
(starting in 1980) has seen a new high
for average sales price in Halifax. But
the pace of growth in the past five
years has averaged a staggering nine
per cent while in the prior nine years
the average price growth was only
three per cent. Prices are expected to

grow eight per cent in 2006 - surpass-
ing $200,000 for the first time. Growth
in 2007 is expected to slow to only
three per cent.

Various economic factors have con-
tributed to the elevated level of sales
from 2002 to 2005 and many of these
factors have begun to shift. Interest
rates began to trend downward in
2000, contributing to easier access for
first-time home buyers and for those
interested in moving-up to higher-end
homes. Rates are now beginning to
creep upwards and will reduce some
of the demand in the market and the
ability to enter the market. Given the
rapid growth in record price levels, any
change in the interest rate, no matter
how small, will cause buyers to think
twice before signing up for large
mortgages.

The same can be said for rising prop-
erty tax assessments. Just as prices
have grown more than 50 per cent
since 2001, property tax bills have
climbed commensurately.

Employment and labour figures have
steadily improved in recent years, but
have begun to level off in 2006.
However, with unemployment rates
hovering around the five per cent
mark, there will be upward pressure
on wages and subsequent pressure on
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inflation.This in turn will begin to affect
consumer confidence and will lead to
more caution when it comes to large
purchases and home-buying.

Potential home buyers are facing even
more additional cost burdens from
increasing electricity costs, municipal
water bills and growing fuel costs. After
a period of stability in the price of
crude oil in the mid-90s, prices have
now doubled in the past few years
and the costs of home-heating oil and
gasoline for vehicles have risen accord-
ingly.

All told, these additional financial bur-
dens will exacerbate already tight per-
sonal budgets and will push home-
ownership affordability further away
and deter first-time home buyers. Not
only will these trends result in reduced
sales volumes, they also will contribute
to a deceleration in price growth as
market conditions continue to weaken.

The existing home inventory will
remain historically high in 2006 and
2007. A growing inventory of higher-
end homes will put pressure on the
prices as buyers will begin to gain
more power in the negotiations.
Demand for higher-end homes cer-
tainly has been increasing in recent
years and is likely to continue to be
high but the inventory is expected to
more than meet the demand. Sufficient
supply will result in slowing price
growth.

With inventory growth slower than
anticipated and a shift towards more
higher-end home sales, price growth
has not slowed as expected in 2006. It
is now forecasted to remain at recent
levels of growth (around eight per
cent) but price growth will slow in
2007 (to around three per cent).

One area where inventory may not
meet demand is in the entry level
market. Already, homes under
$150,000 sell in a much shorter time

frame than more expensive homes
and the demand for more affordable
homes will continue.This will perpetu-
ate the current difficulty of finding
affordable entry level homeownership.

As the necessity for more financial vigi-
lance from prospective buyers increas-
es, real estate transactions and negotia-
tions will become more tense. Real
estate agents will be required to bring
all their resources to the table in order
to help bridge the gap between
prospective buyers and demanding
sellers. Expectations on both sides will
be as far apart as ever as the market
begins shifting from balanced to buyers
in the coming 12 to 18 months.

Increasing numbers of homeowners
are turning to home renovation rather
than the “move up” market. Even
when homeowners are ready to list
their homes, often they have been
extensively renovated and offer stiff
competition to the new home market.

The sale of existing homes will slow in
the next 12 to 18 months as potential
home buyers are forced to weigh
hefty financial burdens in their deci-
sion-making process.This, coupled with
high levels of housing inventory, will
cause the market to shift from bal-
anced conditions to an environment
favouring buyers. Prices also will be
affected by the shifting market condi-
tions. Recent patterns of high price
growth will be replaced by more mod-
erate growth.

Rental Market Outlook

Management Vital in Rising Cost
and Balanced Rental Market
Environment
Rental market conditions are expected
to remain quite resilient through the
end of next year.The vacancy rate is
forecast to edge upward only slightly
as growth in supply exceeds growth in
demand. However, rising capital and
operating costs will manifest them-

selves in moderate rent increases.
Expect the 2005 rental vacancy rate to
increase very slightly to 3.5 per cent
this year and edge up to 3.7 per cent
next year. Average rent is forecast to
rise almost four per cent this year to
$735 per month and nearly five per
cent next year to $770.

Growth in rental supply so far this year
has been much smaller than anticipat-
ed as several large new projects have
taken longer than expected to com-
plete construction. In addition, condo
conversion projects and renovation of
older buildings have also restrained
expansion in the rental stock.
However, by the end of this year sev-
eral large new projects will begin leas-
ing resulting in a hefty 670 new apart-
ments being added to the Metro
Halifax rental market. New rental pro-
jects continue to enjoy quick absorp-
tion, with the exception of luxury units
over $1,500 per month on the Halifax
Peninsula- a niche in which slower
absorption rates are the norm. Across
Metro, older and smaller rental prop-
erties continue to donate renters to
new buildings, resulting in many prop-
erty managers reporting sustained
high turnover rates.

On the demand side, the promise of
Western Canada's labour market rich-
es has eroded Halifax's net migration
gains. However, as the first baby
boomers turn 60, landlords are enjoy-
ing expanding interest in the rental
lifestyle from more mature house-
holds. Simultaneously, rising monthly
mortgage carrying costs have damp-
ened first time homebuyer activity
which has kept more households in
tenancy. Furthermore real disposable
income growth has encouraged local
consumers to spend confidently which
has created more job opportunities
for youth over the past year. In sum,
while aggregate rental demand growth
has been tepid this year, it has been a
bit stronger than expected. As a result
of higher than expected demand
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growth and lower than expected sup-
ply gains, only a very modest increase
in rental vacancy rate this year is
expected when CMHC Rental Market
Survey results are revealed later this
year.

With 775 new rental units breaking
ground this year, rental supply growth
is expected to remain vigorous in
2007 with another 620 units hitting
the market. Rental construction is
expected to be more evenly distrib-
uted across Metro next year than in
recent years. Strong market conditions
for new buildings in Mainland North

will sustain activity there while retail
development and an aging population
will contribute to accelerating rental
demand in the former City of Lakes.
New projects on the Halifax Peninsula
in 2007 are expected to be more
modest and generally smaller in scale
than much of what has been built in
recent years. Nevertheless, with land-
lords facing a host of rising capital and
operating costs through the end of
next year, they can be expected to
continue to expand the size and scale
of new rental projects in an attempt
to manage expenses.

Higher rental turnover rates generate
higher repair/maintenance and adver-
tising costs and these will be added to
a growing list of rising expenses includ-
ing property taxes, heat, utilities, and
new construction cost overruns.
Despite the absence of ideal market
conditions, it is anticipated that average
rent will rise almost four per cent in
2007 as rental property owners pass-
through the lion's share of higher costs
to their tenants.

As homeownership affordability condi-
tions continue to deteriorate and an
aging population generates demand
for no-hassle apartment living, rental
demand is expected to be sufficiently
healthy to keep the local market bal-
anced. However, supply expansion will
continue unabated, nudging the vacan-
cy rate up slightly next year to 3.7 per
cent next year.
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CMHC – Home to Canadians

Canada Mortgage and Housing Corporation (CMHC) has been Canada’s national housing agency for over 60 years.

Together with other housing stakeholders, we help ensure that Canada maintains one of the best housing systems in the
world. We are committed to helping Canadians access a wide choice of quality, affordable homes, while making vibrant, healthy
communities and cities a reality across the country.

For more information, visit our website at www.cmhc.ca

You can also reach us by phone at 1 800 668-2642 or by fax at 1 800 245-9274.

Outside Canada call (613) 748-2003 or fax to (613) 748-2016.

Canada Mortgage and Housing Corporation supports the Government of Canada policy on access to information for people
with disabilities. If you wish to obtain this publication in alternative formats, call 1 800 668-2642.

The Market Analysis Centre’s (MAC) electronic suite of national standardized products is now available for free on CMHC’s
website. You can now view, print, download or subscribe to future editions and get market information e-mailed automatically
to you the same day it is released. It’s quick and convenient! Go to www.cmhc.ca/housingmarketinformation

For more information on MAC and the wealth of housing market information available to you, visit us today
at www.cmhc.ca/housingmarketinformation

To subscribe to priced, printed editions of the national standardized product suite or regional specialty publications,
call 1 800 668-2642.

©2006 Canada Mortgage and Housing Corporation. All rights reserved. CMHC grants reasonable rights of use of this publica-
tion’s content solely for personal, corporate or public policy research, and educational purposes. This permission consists of
the right to use the content for general reference purposes in written analyses and in the reporting of results, conclusions,
and forecasts including the citation of limited amounts of supporting data extracted from this publication. Reasonable and
limited rights of use are also permitted in commercial publications subject to the above criteria, and CMHC’s right to request
that such use be discontinued for any reason.

Any use of the publication’s content must include the source of the information, including statistical data, acknowledged as follows:

Source: CMHC (or “Adapted from CMHC,” if appropriate), name of product, year and date of publication issue.

Other than as outlined above, the content of the publication cannot be reproduced or transmitted to any person or, if acquired
by an organization, to users outside the organization. Placing the publication, in whole or part, on a website accessible to the
public or on any website accessible to persons not directly employed by the organization is not permitted.  To use the content
of any CMHC Market Analysis publication for any purpose other than the general reference purposes set out above or to
request permission to reproduce large portions of, or entire CMHC Market Analysis publications, please contact: the
Canadian Housing Information Centre (CHIC) at chic@cmhc.gc.ca; (613) 748-2367 or 1 800 668-2642

For permission, please provide CHIC with the following information:
Publication’s name, year and date of issue.

Without limiting the generality of the foregoing, no portion of the content may be translated from English or French into any
other language without the prior written permission of Canada Mortgage and Housing Corporation.

The information, analyses and opinions contained in this publication are based on various sources believed to be reliable, but
their accuracy cannot be guaranteed. The information, analyses and opinions shall not be taken as representations for which
Canada Mortgage and Housing Corporation or any of its employees shall incur responsibility.

http://www.cmhc.ca
http://www.cmhc.ca/housingmarketinformation
http://www.cmhc.ca/housingmarketinformation
mailto: chic@cmhc.gc.ca


Stay on Top of 
the Housing Market
Enhance your decision-making with the latest information 
on Canadian housing trends and opportunities.

� Canadian Housing Statistics 
� Consumer Intentions to Buy or Renovate a Home 
� Housing Information Monthly
� Housing Market Outlook, Canada 
� Housing Market Outlook, Major Centres
� Housing Now, Canada
� Housing Now, Major Centres
� Housing Now, Regional
� Monthly Housing Statistics 
� Preliminary Housing Start Data 
� Rental Market Provincial Highlight Reports 
� Rental Market Reports, Major Centres

Access accurate, comprehensive and current housing data on-line,
through a national suite of publications and a number of other 
statistical reports and tables.

Also available: regional specialty reports
� Analysis of the Resale Market, Québec Centres
� B.C. Seniors’ Housing Market Survey
� Greater Toronto Area (GTA) Condominium Report
� Housing Market Tables: Selected South Central Ontario

Centres
� Market at a Glance, Prairie Centres
� Ontario Retirement Homes Report
� Residential Construction Digest, Prairie Centres
� The Retirement Home Market Study, Québec Centres

Get the market intelligence you need today!
Visit: www.cmhc.ca/housingmarketinformation

Hyperlinks to free reports:

This national best-selling guide to constructing a wood-frame house is the ideal learning tool and job-site
manual.The new edition of Canadian Wood-Frame House Construction has been updated to reflect the
residential requirements of the 2005 National Building Code of Canada. In addition, many changes have
been made to bring the book in line with current building science research, construction methods and
construction materials. Order now at www.cmhc.ca or call 1 800 668-2642

CANADIAN WOOD-FRAME House construction

www.cmhc.ca/od/?pid=61833
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000055
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000085
http://www.cmhc.ca/od/?pid=61504
http://www.cmhc.ca/od/?pid=61500
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000063
http://www.cmhc.ca/od/?pid=63830
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000070
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000070
http://www.cmhc.ca/od/?pid=61512
http://www.cmhc.ca/od/?pid=64695
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000059
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000079
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000052/0000000098
http://www.cmhc.ca/od/?pid=64663
http://www.cmhc.ca/od/?pid=64647
http://www.cmhc.ca/od/?pid=64679
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000050/0000000113
http://www.cmhc.ca/od/?pid=64651
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000050/0000000112
https://www03.cmhc-schl.gc.ca/b2c/b2c/init.do?language=en&z_category=0/0000000048/0000000052/0000000097
Http://www.cmhc.ca/housingmarketinformation
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