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EXECUTIVE SUMMARY 

 

The Canadian Real Estate Association (CREA) represents over 115,000 REALTORS® across 

the country and welcomes the opportunity to participate in the House of Commons Standing 

Committee on Finance study of issues surrounding the Canadian residential real estate market. 

As one of Canada’s largest single-industry trade associations, we represent real estate brokers 

and agents, as well as home buyers and property owners throughout the country.  

 

Canada’s housing market is a key component of Canada’s overall economic stability and an 

important generator of jobs and economic security for the middle-class. In 2016, each home sale 

generated an estimated $52,335 in spin-off spending. This translated to one job for every three 

home sale transactions. In addition, resale housing transactions through Multiple Listing Service 

(MLS®) generated an estimated $28 billion in consumer spin-off spending and created more 

than 198,000 jobs in 2016. In 2017, this is expected to rise to over $28.4 billion in spin-off 

spending and 196,900 jobs. 

 

A key focus for CREA and its members is ensuring that homeownership remains affordable and 

attainable. Homeownership is proven to provide important advantages for both the owner and 

society as a whole. It helps stabilize communities and neighbourhoods, and enables individuals 

to have greater control and exercise more responsibility over their living environment. Through 

homeownership, families are able to invest in an asset that can grow in value and generate 

financial security for retirement. These benefits justify continued support from both the 

government and Canadian public. 

 

CONSIDERATIONS 

 

The recent changes to regulations affecting mortgage lending announced by the Minister of 

Finance on October 3, 2016 have added to housing market uncertainty among buyers and sellers. 

While CREA and its REALTOR® members understand the importance of a healthy, competitive 

and stable housing market, we are concerned about the potential unintended consequences 

resulting from these new measures.  

 

We agree with the vision that all Canadians should have access to housing that meets their needs 

and that they can afford. At the same time, we must acknowledge that the current state of 

housing markets in Canada is driven by low interest rates (monetary policy) and supply, not 

fiscal policy. Therefore, the government should be cautious about addressing the situation 

through fiscal policy decisions that could have far-ranging negative consequences. Indeed, the 

federal government must take into consideration circumstances in all markets. As all real estate 

is local, it is important to note that the markets in Toronto and Vancouver have different realities 

compared to markets elsewhere in Canada – the vast majority of which are either well balanced 

or amply supplied. It is critical to consider and reflect on different areas of the country when 

enacting policy that impacts a wide swath of housing markets, including places not targeted 

directly by the government’s recent regulatory measures. 



 

 

As a result of these new measures, for first-time home buyers, the stress test for those who need 

mortgage default insurance will cause them to rethink how much home they can afford and even 

price them out of certain housing markets. The changes have added to existing uncertainty about 

Canadian economic growth prospects, an outlook that is consistent with the Bank of Canada’s 

recent monetary policy report which states that the new measures will lower growth by 0.3 

percent of GDP by the end of 2018. This negative trend is further compounded by the increase to 

mortgage interest rates and mortgage default insurance premiums. Taken as a whole, 

homeownership is slipping out of reach for many first-time home buyers in housing markets with 

a shortage of affordably priced homes. 

 

Given the impact on affordability, we recommend that the federal government provide additional 

incentives to first-time home buyers, consistent with the recent decisions in Ontario and British 

Columbia.  

 

Indeed, there is an apparent policy divergence between the federal and provincial governments 

with regard to assistance for first-time home buyers. While the provincial governments in 

Ontario and British Columbia have recently introduced an increased land transfer tax rebate and 

new loan program for first-time home buyers, respectively, the federal government has tightened 

national mortgage rules, thereby lessening affordability for those seeking to enter the market.  

 

OPEN THE DOOR TO HOMEOWNERSHIP 
 

The 2017 federal budget presents an opportunity to make targeted investments that support a 

strong middle-class, specifically by helping first-time buyers overcome key obstacles to 

homeownership. CREA urges the federal government to keep its election commitment to help 

address affordability and accessibility for a vulnerable portion of home buyers, which is even 

more crucial at this time.  

 

We are recommending the Home Buyers’ Plan (HBP) be extended to help Canadians maintain 

home ownership through significant life changes. REALTORS® often see a job relocation, death 

of a spouse, marital breakdown or the decision to accommodate an elderly family member 

compromise the housing security of Canadian families. Many Canadians move to find suitable 

employment, selling one home and purchasing another often in a more expensive market.  

Extending the HBP is a fiscally responsible way to help these families. The program eases 

affordability concerns by allowing Canadians to overcome the obstacle of saving for a 

downpayment by using their own savings to purchase a home.  

 

Since its inception in 1992, the HBP has helped over 2.9 million Canadians purchase a home. 

For some home buyers, the HBP is the difference between buying or not. For others, the HBP 

allows them to make a larger downpayment and reduce or avoid mortgage default insurance fees 

while also building home equity sooner. Moreover, access to an extended and modernized HBP 

http://www.bankofcanada.ca/wp-content/uploads/2016/10/mpr-2016-10-19.pdf
http://www.bankofcanada.ca/wp-content/uploads/2016/10/mpr-2016-10-19.pdf
https://www.liberal.ca/files/2015/10/New-plan-for-a-strong-middle-class.pdf


 

would target and aid those attempting to enter markets that may have been negatively impacted 

by the recent changes.  

 

RECENT CHANGES TO HOUSING FINANCE 

 

In the last eight years, the federal government has implemented six rounds of measures to adjust 

the rules for new government-backed insured mortgages and contain risks in the housing market, 

as outlined in the attached Annex. This exhaustive list demonstrates that much has been 

implemented in a short period of time and the full impact of the recent amendments has yet to be 

determined.   

 

CREA has access to a rich proprietary database of home listings and sales via MLS® Systems of 

Canadian real estate boards and associations. Our team of economists has over 50 years of 

combined experience in analyzing local housing market trends in detail. We are eager to apply 

our knowledge and data to help government policy makers better understand how changes to 

housing market regulations are affecting or may affect communities across Canada. 

  



 

Annex
1
 

 

1. Effective October 2008: 

 Maximum amortization period of 35 years 

 Minimum down payment of 5 per cent 

 Consistent minimum credit score requirement 

 New loan documentation standards 

 

2. Effective April 2010 

 Debt servicing standards calculated based on the higher of the mortgage contract rate 

or Bank of Canada conventional five-year fixed posted mortgage rate, for mortgages 

with variable interest rates or fixed interest rates with terms less than 5 years  

 Maximum refinancing limited to 90 per cent of the property value  

 Minimum down payment of 20 per cent on non-owner-occupied investment 

properties 

 

3. Effective March 2011: 

 Maximum amortization period of 30 years 

 Maximum refinancing limited to 85 per cent of the property value  

 Withdrawal of government guarantees on low-loan-to-value non-amortizing secured 

lines of credit (effective April 2011)  

 

4. Effective July 2012: 

 Maximum amortization period of 25 years  

 Maximum refinancing limited to 80 per cent of the property value  

 Maximum gross debt service ratio at 39 per cent and the maximum total debt service 

ratio at 44 per cent  

 Maximum purchase price of less than $1 million  

 

5. Effective February 2016: 

 Minimum down payment of 10 per cent for the portion of a house price above $500,000  
 

6. Effective October 2016: 

 Requiring all insured mortgages to qualify under maximum debt-servicing standards 

based on the higher of the mortgage contract rate or Bank of Canada conventional 

five-year fixed posted mortgage rate  

 Standardizing eligibility criteria for high- and low-ratio insured mortgages (effective 

November 2016)  

                                                 
1
 Department of Finance Canada, (2016). Balancing the Distribution of Risk in Canada’s Housing Finance System: A 

Consultation Document on Lender Risk Sharing for Government-Backed Insured Mortgages, p. 19.  

https://www.fin.gc.ca/activty/consult/lrs-prp-eng.pdf
https://www.fin.gc.ca/activty/consult/lrs-prp-eng.pdf


 

 

7. Balancing risk (February 2017)  

 A consultation process on lender risk sharing for Government-backed insured 

mortgages 

 

8. CMHC premium increase 

 Announced February 2014 -  Effective May 1, 2014 

Loan-to-Value Ratio 

Standard 

Premium 

(Current) 

Standard 

Premium 

(Effective 

May 1, 2014) 

Up to and including 65% 0.50% 0.60% 

Up to and including 75% 0.65% 0.75% 

Up to and including 80% 1.00% 1.25% 

Up to and including 85% 1.75% 1.80% 

Up to and including 90% 2.00% 2.40% 

Up to and including 95% 2.75% 3.15% 

90.01% to 95% 

Non-Traditional Down 

Payment 

2.90% 3.35% 

 

 Announced April 2015 - Effective June 1, 2015 

Loan-to-Value Ratio 

Standard 

Premium 

(Current) 

Standard 

Premium 

(Effective 

June 1, 2015) 

Up to and including 65% 0.60% 0.60% 

Up to and including 75% 0.75% 0.75% 

Up to and including 80% 1.25% 1.25% 

Up to and including 85% 1.80% 1.80% 

Up to and including 90% 2.40% 2.40% 

Up to and including 95% 3.15% 3.60% 

90.01% to 95% 

Non-Traditional Down 

Payment 

3.35% 3.85% 

 

 Announced January 2017 – Effective March 17, 2017 

Loan-to-Value Ratio 

Standard 

Premium 

(Current) 

Standard 

Premium 

(Effective 

March 17, 

2017) 

Up to and including 65% 0.60% 0.60% 

Up to and including 75% 0.75% 1.70% 

Up to and including 80% 1.25% 2.40% 

Up to and including 85% 1.80% 2.80% 

Up to and including 90% 2.40% 3.10% 

Up to and including 95% 3.60% 4.00% 



 

90.01% to 95% 

Non-Traditional Down 

Payment 

3.85% 4.50% 

 
 


