Commentary on Calgary’s statistics for June 2012
Hot Topics
Canadian Mortgage Rules Readjusted
In a surprise move on June 21st the Federal Government attempted
to slow the condo market in Toronto by lowering the maximum
mortgage amortization to 25 years while raising the required
deposit to 20% from the current 15%.
The implications for the Calgary economy:

Calgary GDP
The widest measure of economic activity is the Gross Domestic Product.
As a result of this rule change the GDP in Calgary is expected to continue
growing but to slow that growth by 1/4 for the rest of 2012. Beyond that
we anticipate Calgary GDP will grow at the previously expected rate but
from a lower starting point due to this years’ slower growth.
Industries most affected in 2012 will be Manufacturing (1.7% less growth
than prior expectations), Finance, Insurance and Real Estate (-2%)
and Construction (-0.5%). In 2013 the industries most affected will be
Manufacturing (-1.5%), Finance Insurance and Real Estate (-1.7%) and
Construction (-1%).

Employment
The Calgary unemployment rate is expected to go up by 0.3% above the
baseline in 2012 - not as a result of any job losses but as a result of slightly
lower job growth. A slightly elevated unemployment rate is expected to
slowly return to levels expected prior to the mortgage rule change by
2019.
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Industries most affected by the slower growth in jobs, in order, are:
Finance, Insurance and Real Estate, Manufacturing, Professional and
Scientific Services and Construction. Job growth in construction is
expected to return to prior expectations within a couple years, however
reduced job growth in Professional and Scientific, Finance and Insurance
and the Manufacturing sectors may be permanent.

Housing
The Calgary housing market has two active sectors, entry level and
move-up level. Low priced entry level housing will be affected most
by this mortgage rule change. We anticipate a price drop in the below
$300,000 market of about 8% as a result of this mortgage rule change.
Houses valued at or above $450,000 should experience little downward
pressure while houses priced over $700,000 will experience none.
We anticipate it will take the construction market about 18 months to
adjust to the new rules. By the end of 2013 we anticipate about 200 more
units of multi / condo units will be produced than previously expected
with about the same number of single family homes as prior (albeit smaller
more austere single family).

Outlook
A faster growing job market in Calgary and Alberta should lessen the
impacts of this policy on the local economy.
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Who We Are
Corporate Economics provides services in four areas: forecasting, information provision, policy analysis and consulting. We also monitor the current economic
trends which allows us to develop unique insights on how external events are impacting the local economy and the Municipal government. We are experienced at
researching different economic topics and developed reliable methods of forecasting and analysis.
For more information, please contact:
Patrick Walters
403.268.1335 or patrick.walters@calgary.ca

Many of our publications are available on the internet at www.calgary.ca/economy.
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Calgary outperformed the rest of Canada in 2011
Looking back in 2011, Calgary and Alberta’s job markets
outperformed the rest of Canada (chart 1), thanks to the continuous
strength in crude oil prices and increasing importance of oil sands as
a safe source of oil. Economic activities in Alberta were driven mainly
by investments in the province’s oil sands projects. According to the
Alberta Government, investment in oil sands projects (announced,
planned, under construction, or on hold) accounted for 61 per cent
($119 billion) of the $193 billion of major projects in the province
in November 2011. Compared to two years ago, only 13 per cent
($15 billion) of oil sands projects were on hold, down from 47 per
cent ($66 billion) in November 2009. As a result, oil sands related
industries in the Calgary Economic Region (CER) benefited most
(chart 2).
According to the unadjusted 3-month-moving-average data, the
following year-over-year changes were recorded in the CER in
December 2011:
• Total employment increased by 37,300, mostly in full-time positions
(+35,900). The largest job gains were in the trade (+12,500),
professional, scientific and technical service (+9,400) and health
care and social assistance (+8,400) industries, while the major losses
were in the business, building and other support services (-6,200)
industries.
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• The unemployment rate declined to 4.9 per cent, from 5.9 per cent
a year ago.
• The average wage inflation rate was 4.3 per cent, compared to 1.0
per cent last December.
• There were 6,980 Calgarians receiving regular employment insurance
benefits in October 2011, down from 11,670 a year ago.
The labour markets across Canada rose slightly in December 2011,
following two months of decline. The seasonally adjusted data for
November 2011 to December 2011 showed the following:
• Total employment increased by 2,800 in the CER, 800 in Alberta
and 17,500 in Canada.
• In Canada, an increase of 43,100 part-time jobs was partially offset
by a decline of 25,500 full-time positions. More people were selfemployed (+31,100) and less people worked for the public sector
(-17,300).
• In Alberta, jobs added in the goods-producing sector (+6,900) were
mostly offset by cuts in the services-producing sector (-6,100). By
December 2011, Alberta had the lowest unemployment rate (4.9%)
and the highest employment rate (70.4%) in Canada.
Next update: February 3, 2012
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Briefing Note #6

Calgary Residential and Commercial Real Estate
Markets
Corporate Economics occasionally publishes briefing notes to help interested readers understand the economy.
Most of our briefing notes are highly technical and are geared toward an audience that is aware of the current
economic state of Calgary, Alberta, Canada and the world. This note is part of our non-technical series aimed
at introducing the Calgary economy to interested readers.
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Introduction
Municipalities in Canada are interested in real
estate prices. Prices indicate how attractive a
region is to reside in. They indicate current and
foreshadow future economic performance, and
most importantly for Canadian municipalities,
provide revenue opportunities through property
taxation. Construction starts are also watched as
these represent opportunities for revenue from
development and building permits and licences,
but a large share of municipal revenues come
from property taxes so prices are the key real
estate variable for Canadian municipalities.

This paper reveals research that has been done
to shed light on the movement of prices in the
Calgary real estate markets over time, with a view
to predicting those price change in the future.
We investigate only residential and commercial
markets in this paper as they represent the core
sources of property tax revenue in Calgary.

Real Estate Economics
Much has been written about land economics, the
financial minutia of real estate transactions and
there are hosts of bodies engaged in forecasting
real estate market activities from CMHC to
Teranet. This paper reveals our research into the
Calgary market exclusively, and does so in an
accessible manner. Readers interested in more
detail of the theoretical underpinnings of this
work may find a good general description of
real estate economics at http://en.wikipedia.org/
wiki/Real_estate_economics.

The City of Calgary provides this information in good faith. However, the aforementioned organization makes no representation, warranty or
condition, statutory, express or implied, takes no responsibility for any errors and omissions which may be contained herein and accepts no
liability for any loss arising from any use or reliance on this report. The views expressed here represent the views of the authors and do not
necessarily represent those of The City of Calgary.

Source: Statistics Canada (Table ID: 282-0054), Corporate Economics, January 2012
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The Calgary real estate market slumbered
long before roaring to life in recent years. The
dramatic and sudden change has left many
wondering what’s next? Our research indicates
the future of residential real estate in Calgary is
for modest price increases keeping up with the
general level of inflation for the next 5-10 years.
The Commercial market is expected to see high
vacancy rates slowly diminish over the next 5-10
years with rents slowly rising from lows that are
expected to hit in late 2011.
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The City of Calgary provides this information in good faith. However, the aforementioned organization makes no representation, warranty or condition, statutory
express or implied, takes no responsibility for any errors and omissions which may contained herein and accepts no liability for any loss arising from any use or
reliance on this report.
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