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The Value of Canada’s Homeowner ship

Housin g Stock

or mog Canadiansthe value of their

hous isvery important becausit is
probaby the larges purchasthey eve make.
Whado homeownes fed their homes are
worth? How hawe their perceptios changed?
Thes questios canbe answerd using
information gathered for CMHC over the 1985
to 1990 period.

Using Statistic Canadas Household
Facilitiesard Equipmen (HFE) survey,
CMHC askeal homeowners“For how much
would this dwelling sel today? Between
198 ard 199Q four HFE surveys reachd a
totd of abou 100,0@ owneswith thisques
tion. | Thisissie of Researb and
Development Highlights explores their
responses.

Throughot the latter half of the 1980s (with the exceptim of sone years
in Nova Scotig Manitoba and Saskatchewgrhomeownes estimated
the value of their homes to becontinuousy increasing However by the
erd of the deca@ homeownes had tempere their perceptios of house
value.

Average Owner-estimated House Values, HFE 1

1985 1987 1989 1990
(in $000s)
NFLD 43.6 50.3 57.5 62.9
PEI 483 60.7 63.8 69.2
NS 56.5 65.2 83.7 79.1
NB 47.7 54.7 63.4 68.8
QUE 62.9 84.5 103.6 109.7
ONT 90.2 1433 196.3 208.5
MAN 61.0 81.7 79.4 84.8
SASK 60.7 73.9 67.9 70.5
ALTA 78.8 90.2 98.8 113.6
BC 93.3 104.4 145.6 1745
CANADA 78.4 106.9 1436 149.6

Homeowne Estimates of House Value Comparel to House
Price Data

On averagehomeownersestimats of their hous values were on track

in thelatter half of the lagt decade Thisisthe finding whenhomeowner
estimatsof hous values are compard to two differert sources

of nationa hous sales pricedata (no singledefinitive soure exists).

1. House value data were also collectad using the sarre questioin
1988 However sinaethes data were collected using adifferert vehicle
(the Shelte Codg Survey) they are nat included as part ofthis series.

Cette publication estaussi disponible en frangais sous fe titre La valeu du stock de logements de type propriétaire-occupant au Canada.
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When

housing
markets

turned

. : - : ®y2 residentiadata,
compﬁgg{)|§s+hhél&lgﬁlfd}'és i esrt\gtcei(\ggégia)tion(CREA), provides
nationalinformationon the sellingpricesof all homessoldby their
co-operativdisting service.While manyCanadiarhomesaresold
throughMLS®, shiftsovertimein the proportionandcompositionof
homessoldcanaffect thiscomprehensivaationalhousepricedata.
Thesecondsource,National HousingAct(NHA) data,is based
on the sellingpricesfor all dwellingswhosemortgagesreinsuredunder
the National HousingAct. The pricesof theseNHA-insuredhouses
reflecttheir concentrationn the low-to-middle endof themarket.

Average House Price Series — Canada

(prices in SO00s: ratio of HFE house values to prices shown in brackets)

Price

Series 1985 1987 1989 1990

MLS®  80.8 (.98) 109.5 (.98) 139.4 (1.03) 137.1 (1.09)

NHA 61.8 (1.27) 74.2 (1.43) 87.6(1.64) 88.5 (1.69)
The wide spreadbetweeraverag & andNHA houseprices

grewbetween1985 and 1990as increases NHA priceslaggedbehind
thoseinthe overall market.

downward at
the end of

the decade,

homeowners

may have

been slow to

adjust their

perceptions

of home

values

PAGE 2

At the National Level

During the 1980s,averageHEE owner-estimatediousevaluescorre-
spondectlosely to averageMLS® houseprices.Beginningin 1989,
however,HFE homeowner-estimatetivelling valuesroseaboveMLS®
salesprices. Whenhousingmarketsturneddownwardat the endof the
decade homeownersnay havebeenslowto adjusttheir perceptions

of homevalues. (Between 1989and 1990,MLS® pricedatashow actual
pricedeclinesin five provincesand,as shownbelow, anoverallaverage
declineof 1.7 per centatthe nationallevel.) As aresult,on average,
homeownersstimatedheirhousevalues(HFE) to be higherthan what
homeson the marketwere sellingfor (MLS®) by threepercentin 1989
and nine percentin 1990, asshown above.

Inrraacac
Increases

1985-1987 1987-1989 1989-1990
HFE House Values 36.3% 34.4% 4.2%
< Sales Prices 35.6% 27.3% -1.7%
MhRSales Prices 20.0% 18.2% 1.0%

By the endof the 1980s it appearghat, ingeneralhomeowners
perceivedhat the growth rate of housevalueshad slowed.Thediffer-
encebetweerHFE andMLS® datafor the lasttwo yearsof the decade

2. MLSis a registeredcertificationmarkownedby The canadianReal
EstateAssociation.
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likely stemdrom the delayedresponsef homeownerso changing
marketconditions,sincethe downturnin homeowneexpectationgmea-
surechy HFE) laggedbehindthe downturnin salesprices(measured

by MLS®).

At the Provincial Level

Resultsat the nationallevel arethe consequencef activity atthe
provinciallevel. An examinatiorof provincialdatahelpsto explainthe
1989 changein the HFE/MLS® relationship.Homeownersn the
“hottest” marketswere the slowestto adjustto changingconditions.
EventhoughHFE valueswerelower thanMLS® pricesin the majority
of provincesin 1989, they wereabout13 percenthigherin Ontario.

In 1990, homeownersn British Columbiaand,to a lesserextent,Alberta
joinedthose of Ontario, pulling the HFE national averageabovethat for
MLS®. Between1989and 1990, it wasAlbertaandB.C. homeowners
whoseexpectedousevaluesincreasedt thefastestrates, 15 and20 per
centrespectivelyGeneralizing,throughouthe 1980sit washomeown- Homeowneri

ersin the highest-pricegrovincesvho tendedo assesshe valuesof in the
their dwellingsat levels slightly higherthanaverageMLS® prices.
Likewise, thosein lower-pricedprovinces particularlythe Maritimes, uh OtteSt”
did the reverse.
In sum,the basicpatternof estimatedhousevaluesacross
provincesollows the patternfor housepriceseventhoughthe match markets were
betweerptverageHFEhousgv_alyesandMLs@J housepricesis not the SlOWESt
as closein the provincial as it is in the nationaldata. Thelowestprices

andvaluesare consistentlyfoundin the Atlantic provincesand

Saskatchewan. tO adiUSt tO
changing

AverageHouse Values by Location diti
Theestimatedsalueshomeownergyavetheir homesin the 1980swere conartions
stronglycorrelatedo the sizeof the settlementin which they lived.
Thelargerthe settlementthe higherthe valuehomeownergavetheir
homesandthe fastertheirestimatesof homevaluesincreasedThehome
valuedatabelowillustratethat the dwelling valuedifferentialassociated
with settlementsizeincreasedverthis time period.

Average House Value and Settlement Size

Settlement Size 1985 1987 1989

500,000+ 99,412 144,981 204,899
100,000-499,999 68,474 93,787 118,168
30,000-99,999 67,429 85,276 110,461
Other Urban Areas 56,130 75,125 84,834
Rural Areas 54,107 65,630 83,226
Canada Average 78,409 106,885 143,613
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AverageHouse Valuesby Mortgage
Status
Since 1983,abouthalfof Canada’siome-
ownershavebeenmortgage-freeln 1985and
1987, ownerswith mortgageplacedgreater
valueson their houseghan did mortgage-fred
owners.In 1989,howeverpwnersreported
aboutthe samevalueregardles®f their mort
gagestatus.

Average House Value By Owner's Mortgage Status

Canadi

1985 1987 1989
With Mortgage 81,606 111,414 143,605
Mortgage-free 75,370 101,843 143,621
Difference (%) 8.3 9.4 0.01
Conclusion

At the nationallevel,homeownersestimates
ofthe valuesof theirdwellingswere very
closeto actualselling pricesas measurecby
MLS® datafor the 1980s. HFE homeowner-
estimateddwelling valuesdid, however,
risethroughouthe periodto exceedVLS®
salespricesby 1990.As expectedthereis a
wide differencebetweerHFE homeowner-
estimatechomevaluesandNHA homeprices
at the low-to-middleendof the market. This
HFE/NHA value/pricedifferencegrew over
the period.

Provincially,the matchbetweerthe HEE
andMLS® datais notquite ascloseasit is at
the nationallevel. HFE valuesseemo be
underestimateh the Atlantic provincesand
overestimatedh Ontarioand, morerecently,
overestimatedn B.C. aswell. To concludeijt
seemdromeownersnay undervalugheir
dwellingsin lower-pricedhousingmarkets
andoverestimatetheir valuein higher-priced
markets.

Thisresearchighlight hasbeenproducedasa
resultof workcompletedin the Research
Division of Canadaviortgageand Housing
Corporation Forfurtherinformation, contact:
Mr. J. EngelandResearcheof HousingNeeds
Analysis,at (613)748-279%r Ms. J. Garneau,
ProgramPlanningAnalyst,at (613)748-2697.

TheResearclandIinternational Affairs
Directorateof CMHC carriesoutandfinances
abroadrangeof researcion the social,
economicandtechnicalaspect®f housing.
ThisCMHC ResearctandDevelopment
Highlight Sheetis one of a seriesntendedo
briefly inform you of the natureandscopeof
theseactivities.

Formoreinformation on CMHC housing
researchgcontact:

The CanadiarHousinginformationCentre
CanadaviortgageandHousingCorporation
Building C-200

700 MontrealRoad

Ottawa, Ontario

KIA OP7

(613)748-2367

The Corporationassumeso liability for anydamage,injury or expenseghat may happenasa

resultofthispublication.
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