
Much has been said over the last 18 months
about a Canadian housing bubble, a Canadian
condo bubble, a Toronto housing bubble, and
a Toronto condo bubble. It appears that this
concern and media fed belief has waned to a
near whimper. As I have stated in past articles,
interviews, and the “Myth of the Condo
Bubble” booklet, this bubble was fictional, and
bred from badly informed economists and
media types. Unfortunately, this hysterical
nonsense migrated to some consumers who
took it as a fact, probably hopefully, thereby
cancelling or delaying the purchase of a home
or investment property,
convinced that by waiting, huge
savings would be had.

Despite the fear-mongering the
opposite has occured as prices
have kept rising, putting many
“waiting consumers” into the
pool of lifetime tenants. The
market waved goodbye to the
hopeful on its path to new highs.
The obvious observation, as
stated by me hundreds of times
was, real estate prices don’t
collapse in expanding economic times. They
NEVER have. If you want to wait for a bargain,
you will need to accurately time the potential
next major economic meltdown or recession. I
believe that it will come in the next 8-10 years.
In the meantime, average prices will rise
another 30-40 percent from where we are
today. During that recession, as with most
recessions, we will likely see a 10-15% drop in
average prices. The point being that the next
recession will not come close to wiping out the
gains from 2013 onward.

We have heard a lot of talk about the latest
worry, namely the year 2015. Some genius
claimed that 50,000 condos will be delivered in
2015. This is just blatant fantasy. The average
construction cycle for a 200-500 unit condo
project is 3 years. The average design, sales,
and financing cycle is 2-3 years. In all, a project
takes 5-6 years to complete and 6-7 years to
sell out. This is the current reality. Below is an
actual, realistic estimate of condo completions,
per year, from 2013, and also how many
completed, unsold units there will likely be.

As you can see, the peak years will likely be
2014/2015, but by no means is this guaranteed
as things can change quickly with scheduling
this kind of real estate development. Even so,
18,000 units completed with 2700 unsold units
is not a market killer. It represents an addition
of only 225 unsold units per month to the GTA
inventory. Looking out 4-5 years, we will have a
shortage coming, due to the 2011-2015
development slowdown. Few projects were, or
will be, launched in that time. The MLS system
absorbs about 20,000 units a year, many of
them are unsolds from the development
inventory.

One of the silliest claims that the Ministry of
Finance, Bank of Canada, and other
economists have been saying is that Canadians
have too much debt. This is patently false.
Unfortunately, these big thinkers have a hard
time seeing the forest for the trees. They are
so focused on their “data” that they have lost
their ability to see through it. For instance, the
problem metric that they all can’t get past is
our debt level per income which sits around
150-160% (it is falling). This means our personal
debt is 1.6 x our income. That could be a
problem if the debt is educational, credit cards,

or automobile based. Guess
what? It’s not. Equifax (a leading
credit agency), has publicly
stated that “problem” defaults
on credit card/auto debt is at an
all-time low which means that
the debt in question is at low
interest rates. Equifax also says
that debt payments versus
income is at an all-time low. So,
what’s up? Well, if you have
bought a $200,000 home with
5% down, you have a $190,000

mortgage. You qualify easily to buy that
property with a $70,000 income. The thing is,
your debt to income level is 271%! Ouch!
According to our government, you are the
problem! Are you really the problem? Your
payments per month are $1350 including
property taxes, condo fees, and principle and
interest. Yet, if you did not choose to buy and
rented instead, you would pay $1250-$1400 to
rent the same property. It seems quite unfair to
say that the guy who bought with a 271% ratio
versus a guy who rents with a 0% ratio is worse
off. At least the buyer is retiring debt and owns
his home. Everyone needs a place to live. This
is an arbitrary statistic that largely needs to be
ignored unless there is clarity as to specifically
what the debt in question is.

I’ve read plenty of comments on blogs and
elsewhere that prices have to fall because
they’re unaffordable. Case in point, the Globe
and Mail just published an article on this very
idea. Here is an eye opener. The fact that you
can’t afford to buy a home is not a reason for
prices to fall. Our economists and government
are fooling themselves if they think that

affordability is the most important measure.
Vancouver, Hong Kong, London, New York,
Paris, San Francisco, Boston, Tokyo, and
dozens other cities are totally and completely
unaffordable and have been this way for 25
years. There are other economic and
geopolitical issues that exert more influence on
pricing than affordability. Toronto’s housing
future is more condos and rental apartments.
Just as it was for the other cities that reached
unaffordability decades before Toronto. It is
likely that many central Torontonians will never
own a home. 
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YEAR COMPLETIONS UNSOLD INVESTORY PER MONTH

2013 12,000 units 1800 units 150 units

2014 18,000 units 2700 units 225 units

2015 18,000 units 2700 units 225 units

2016 13,000 units 1950 units 163 units

2017 13,000 units 1950 units 163 units

2018 13,000 units 1950 units 163 units

Don’t Believe Everything You Read
In The Newspaper!
Case In Point – The Globe Investor – “The Scary Decline
Of Housing Affordability” By Rob Carrick

Real estate
prices don’t
collapse in
expanding
economic
times. They
NEVER have.

http://www.torontocondos.com/


Another poorly researched, or
should I say, biased researched
article in the Globe and Mail on
Tuesday, July 2, 2014. The writer
Sheryl King (an independent
macroeconomic strategist with 20
years experience) states that the
prognosis is grim for Toronto
condo investors. Her calculations
are deliberately designed not 
to show much of a return on
invested capital. Residential and
commercial landlords earn cap
rates today of 3.5-6.5% depending
on the asset. Squeezing all costs
and pushing all revenues is part of
the business of staying in the
black. If we can’t deliver condo
units that offer a reasonable return
for investors, then neither can the
high-rise office or apartment
businesses. Of course, this is bunk;
dozens of high-rise office buildings
are currently being built by savvy
Canadian and international
developers.

For point of reference, I will show
real numbers, based on real
property and events. The landlord
business is a business of nickels
and dimes. It is essential to get the
numbers right or nothing will ever
work; condo, office, or apartment.

Response To Globe And Mail’s Recent Article:
“Prognosis Grim For Toronto Condo Investors”

For over a year and a half, these two have been harping about Canadians having too much
debt. They are constantly reporting how our debt to income ratio is too high at 160%
(despite the fact that it is now falling). This ratio is totally misleading and distorts the real
level of concern. According to Equifax (Canada’s leading consumer credit reporting agency),
Canadian debt payment to income is at an ALL-TIME LOW. Additionally, credit card default
is at an ALL-TIME LOW. Well, how can this be? If the Bank of Canada and the Minister of
Finance are correct, why is this not showing up with Equifax?

Here is why: because they are flat out misleading the public.

For example:

You can clearly see that Citizen A will be in better shape in 4 years. If Citizen B doesn’t pay
his rent, he will be HOMELESS, as will Citizen A if he defaults on his mortgage. In this case,
as with many cases, rent and home payments are not very different. According to the Bank
of Canada and Jim Flaherty, they want more of Citizen B. He is well below the arbitrary 160%
guideline. Citizen A, according to this, is at high risk. REALLY? Is Citizen A not being
responsible? His GDS/TDS ratio is very conservative. Why is this a problem?

Come clean Bank of Canada and Jim Flaherty, the Emperor is wearing no clothes.

WHO IS BETTER OFF? ACCORDING
TO JIM FLAHERTY AND THE BANK
OF CANADA, CITIZEN B!

CITIZEN A IS $96,630 RICHER THAN
CITIZEN B WHO HAS NO MONEY.
HE STILL HAS CREDIT CARD DEBT
AND A CAR LEASE ON A USED CAR.

CITIZEN A

No credit card or car debt

Earns $70,000 per year

Bought a 600SF condo for $300,000

Down payment of 10% ($30,000)
First mortgage of $270,000 @ 3% 
for 5 years
Costs per month: $1350/month
Taxes: $150/month
Condo fees: $300/month
TOTAL: $1800/month

DEBT TO INCOME RATIO:  386%

GDS RATIO: 1650/5833 = 28%

TDS RATIO: 1650/5833 = 28%

Four years later: 

Property Value:  $324,729
(2% annual price increases)

Mortgage principal retired:  $30,901 

Equity increase in home:  $24,729 + $30,901
= $55,630

CITIZEN B

$25,000 credit card debt

$40,000 car lease

Earns $70,000 per year

Debt payment per month = $900

Rental of 600SF condo = $1750/month
(actual rent)

TOTAL MONTHLY COSTS = $2650

DEBT TO INCOME RATIO:  93%

Four years later:

ZERO equity

PAID $41,000 over 4 years on credit card
interest and car payments 

and HAS NOTHING TO SHOW FOR IT!

Bank of Canada And Finance Minister
Telling More Lies!

BASED ON ACTUAL RECENT PURCHASE
IN KING WEST, TORONTO

Purchase Price: $321,000

Size: 575 sq.ft. (1 bedroom plus den)

25% Deposit: $80,250

75% Mortgage: $240,750

Mortgage cost/month: $1164 
(based on a 3.2% rate for 5
years, 25 year amortization)

Monthly Taxes: $267.50 (approximately 1%)

Monthly Condo Fees: $250.00 ($0.50 per square foot)

ACTUAL Monthly Rent: $1850/month

Net Rent (cash flow): $168.50/month ($2022/year)

Debt Repayment: $5868 (after 1 year)

TOTAL RETURN: $7890 (after 1 year)

Return on Invested Capital: 9.8% (after 1 year)

As you can see, this is why investors are still buying
investment condos in Toronto. The prognosis is not grim. It
is great. A 10% return in year one, relying on a zero capital
gain is fantastic. It will only get better as more principal
gets repaid each year and rents rise by inflation, or more.
Of course, capital gains through price increases will make
the return on equity even better.

Pessimism leads to standing still. Nothing can survive
standing still.

http://www.torontocondos.com/


FIND BRAD HERE:

As more and more data arrives this year, the “chicken littles” and “doomsdayers” are being
shown to have little more than stumps to stand on.

Toronto has been the focus of plenty of negative attention regarding our real estate economy.
This focus has been led by the same cast of characters that feed off promoting the end of the
world. As I have repeatedly said, and continue to say, we will not experience price corrections
in Toronto just because prices are high. Prices correct during economic corrections, these
happen only when economic growth turns negative. We are not in that environment and will
not be for many years. It is likely that the next recession in North America will occur in the
next decade after 2020. It is hard to see our economy contracting in a world-wide low rate
economy. Nevertheless, when it does, so too will real estate prices.

For the fourth straight month, the barometer for residential real estate health, MLS sales and
statistics, have been very positive.

SALES STATISTICS

MONTH 2012 2013 CHANGE

APRIL 10,021 9,565 -4.6%

MAY 10,544 10,039 -4.8%

JUNE 9,129 9,061 -0.7%

JULY 7,338 8,544 +16.8%

The trend for sales volume is up dramatically, average prices are rising, now at 8% per year.
Average days to sell a property is now just 26 days and active listing inventory is falling. This 
is all a sign of a seller’s market again. Our illustrious economists, who all missed the 2008
recession (and virtually every other economic call) has cost many people the chance to own a
home. As prices rise, more and more people are being shut out of the market. They sat
frozen, misguided and misinformed about a fictional real estate correction.

Even the IMF (International Monetary Fund) has now weighed in – “IMF Boost Canadian
Outlook Amid Global Uncertainty.” The IMF says the world economy is still in first gear and
will take at least another year to come out of the slow lane. What happens to our economy
when the world shifts into a higher gear? It gets better, we do better, and we spend more
money. Even the gloomiest US economist now agrees the US economy is expanding and
clearly out of recession. It is now shifting gears to stronger growth which will also
tremendously invigorate our economy. The U.S. Federal Reserve just came out saying interest
rates will be untouched at essentially 0% for a long time, likely past 2015. It is now commonly
thought very low rates could extend into the next decade. Even Vancouver, with its world-
class high pricing has turned a corner after a 9-month slowdown. May sales were up 1% in
volume year over year, July sales are up 40%, and average prices up 13%.

This is common sense time. Toronto has never been better or stronger. Waiting for something
that will happen eventually may cost you a good portion of your life and a great deal of
money. The last recession of 2008 saw property prices drop 5-10% and then rebounded
quickly. The next recession could be 10 years away and you will be ten years older.

July 2013 Update

AVERAGE PRICES

MONTH 2012 2013 CHANGE

APRIL $515,888 $525,574 +1.9%

MAY $514,567 $541,026 +5.1%

JUNE $507,342 $531,374 +4.7%

JULY $475,523 $513,246 +7.9%
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