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SALES PULL BACK FROM RECENT HIGHS

THE HARMONIZED SALES TAX (HST) AND REAL ESTATE

The HST took effect in BC on July 1, 2010.
services tax (GST).

It combined the 7% provincial sales tax (PST) and the 5% federal goods and
In effect, it created a single tax of 12% on goods and services. The following outlines the key features

of the application of the new HST regime on the purchase of “resale” and “new” homes. Italso assesses the costimplications
of the HST on the purchase of a new home, compared to the tax regime (i.e. GST) which existed prior to July 1, 2010.

Purchase of Resale Homes

The HST, similar to the GST, does not apply to the purchase of a
resale (i.e. existing home) home. However, the HST does apply to
REALTOR® fees orcommissions and related closing costs, appraisals
and inspections. This willadd 12% to real estate fees or commissions,
rather than the 5% under the GST.

Purchase of New Homes

The 12% HST does apply to the purchase of new residential
construction, substantially renovated homes and building lots.
However, an HST rebate is available on the purchase of a
“primary” residence. This includes a rebate of 36% of the federal
portion of the HST for new homes costing up to $350,000, which
declines to 0% at $450,000. It also includes a rebate of 71.43% of the
provincial portion of the HST up to a maximum rebate of $26,250.

As shown in Table 1, there are substantial taxes associated with the
purchase of a new home in BC. The question is whether the HST
regime adds to the total cost of a new home. The answer is “NO” for
moderately priced homes, according to figures from the Canadian
Homebuilders’ Association of BC. Underthe GST regime, the PST on
goods and materials used in construction was included in, rather than
added to, the price of a new home. It added an estimated average of
2% to the price. HST/GST comparison calculations indicate that
the HST on a primary residence is cost neutral to $550,000, will
add about 0.9% at $700,000 and 2.0% at $1,000,000, compared to
the tax regime that existed prior to July 1, 2010. (See:
http://www.chbabc.org/content.php?id=498). The HST will add about
5% to the cost of a property not used as a primary residence.

(Note: Buyers and Sellers should obtain legal advice from their lawyer
regarding the application of the HST to a real estate transaction.)

TABLE 1: TAXES ON THE SALE OF NEW HOMES

Price
Excluding Net
Taxes PTT* HST** Total Cost***
$200,000 $2,000 $10,400 $212,400
$300,000 $4,000 $15,600 $319,600
$400,000 $6,000 $24,850 $430,850
$500,000 $8,000 $35,000 $543,000
$600,000 $10,000 $45,750 $655,750
$700,000 $12,000 $57,750 $769,750
$800,000 $14,000 $69,750 $883,750
$900,000 $16,000 $81,750 $997,750
$1,000,000 $18,000 $93,750 $1,111,750

*The Property Purchase Tax figures exclude any First Time Buyer
exemptions .
** These figures include 12% HST less the HST Rebate.
*** The Total Cost figures exclude related closing costs,

TABLE 2: STATISTICAL TRENDS - ALL RESIDENTIAL
(Greater Victoria and Other Areas)

QUARTER-TO-QUARTER COMPARISONS

37 Qtr 09 3“Qtr10 Change
New Listings 3,234 3,047 -187
Sales 2,336 1,268 -1,068
Avg Sale Price $485,608 $484,446  -$1,162
Median Sale Price  $440,000 $445,000 +%$5,000
Ratio Sales Listings 72 42 -.30
Avg Days to Sell 54 60 +6
Sale Price as %
of Orig List Price 96.2% 93.6% -2.6%
Mortgage Rates
(Posted 3 yr Fixed)  4.68% 4.20% -0.48%



http://www.chbabc.org/content.php?id=498
http://www.chbabc.org/content.php?id=498
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THE VICTORIA MARKET

Reminiscent of 2008, the real estate marketin Victoria cooled in the 31
Qtr. As shown in Table 2, sales of residential properties through the
Victoria Real Estate Board’s MLS® decreased in the 3™ Qtr of 2010.
Sales of residential properties totalled 1,268, down 46% from 2,336
sales in the 3™ Qtr of 2009. However, it should be recalled that the 3™
Qtr of 2009 had the strongest 3™ Qtr sales over the past two decades.
The sales-to- listings ratio dropped wellinto “Balanced Market” territory
at .42 in the 3™ Qtr, compared to .72 in the 3™ Qtr of 2009.

Both average and median sale prices decreased from the highs
of earlier this year. The average sale price of a residential
property in Greater Victoria and other areas was $484,446 in the
3" Qtr of 201 0, little changed from $485,608 in the 3" Qtrof 2009, and
down 5.7% from the peak of $513,556 in the 2™ Qtr of this year. The
median sale price was $445,000, up slightly from $440,000 in the 3™
Qtrof2009. The figure of $484,446 compares with average residential
sale prices of $576,803 in Vancouver, $411,012 in Toronto and
$395,833 in Calgary for the month of August 2010.

There has been a general weakening in the Victoria market for all
price categories, for all types of housing and in all districts. The
slow-down in sales seems to be national in scope. For example, all
provinces experienced a decline in sales in the month of August 2010
compared to August last year. Perhaps this isn’t surprising given that
the real estate market has been remarkably strong over the past 12
months even in the face of a recession. Beyond this, uncertainty has
resurfaced about the state of the economic recovery. If prices remain
at current levels, the average sale price of a residential property in
Victoria in 2010 will likely be up a few percentage points over 2009.

THE MARKET INVENTORY

There were 3,019 properties (including lots and acreage) active on the
Victoria Real Estate Board’s MLS® database for the Greater Victoria
area (i.e., excluding the Malahat, Up-Island and the Gulf Islands) on
Oct 1, 2010, up 31% from 2,305 on Oct 1, 2009.

SINGLE FAMILY DWELLINGS (SFDs)

Sales of SFDs in Greater Victoria in the 3" Qtr of 2010 totalled 667,
down 46% from 1,226 sales in the 3" Qtr of 2009. As shown in Chart
2, the average sale and median sale prices drifted lower from their
peaks in the last Qtr. The average sale price of SFDs in the 3" Qtr
of 2010 was $602,018, up 1.7% from an average of $592,041 in the
39 Qtr of 2009. Moreover, the median sale price was $545,000, up
from $533,000 in the 3™ Qtr of 2009. SFDs that sold were on the
market for an average of 52 days in the 3" Qtr of 2010, up from 42
days in the 3™ Qtr of last year. The sales-to-listings ratio was .45 in the
3" Qtr of 2010, compared to .75 last year.

CONDOMINIUMS

Condominium sales also sagged in the 3™ Qtr of 2010 with sales of
348, down 48% from 667 sales in the 3™ Qtr of 2009. The average
sale price for a condo was $314,713, down from $324,180 in the
3" Qtr of 2009. The median sale price was $285,000. Condos took
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CHART 1: RES'L SALES-TO-- NEW-LISTINGS RATIO
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TABLE 3: INVENTORY - GREATER VICTORIA

Type of Property Oct 09 Oct10 Change
Single Family Dwellings 997 1,421 +424
Condominiums 691 905 +214
Townhouses 196 290 +94
Lots/Acreage 326 290 -36
Man Home/Rental Pad 82 91 +9
Duplexes (Revenue) 4 10 +6
Triplexes+ (Revenue) 9 12 +3
Totals 2,305 3,019 +714

CHART 2 - QUARTERLY SALE PRICES - SFDs
4th Qtr 2007 (3/07) to 3rd Qtr 2010 (3/10)
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CHART 3 - QUARTERLY SALE PRICES - CONDOS
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an average of 59 days to sell in the 3™ Qtr of 2010, virtually unchanged
from last year. The sales-to-listings ratio was .48 in the 3" Qtr of 2010,
compared to .72 last year.

TOWNHOUSES

Townhouse sales totalled 120 in the 3™ Qtr of 2010, down 55% from
265 sales in the 3™ Qtr of 2009. The average selling price in the 3™
Qtr of 2010 was $433,470, down 3.8% from $450,385 in the 3™ Qtr
of 2009. The median sale price was $413,000. Townhouses took an
average of 51 days to sell in the 3™ Qtr of 2009, down from 55 days
lastyear. The sales to listings ratio was .52, compared to .84 last year.

LOTS/ACREAGE

Sales of lots/acreage also fell. There were 24 lots/acreage sold in the

CHART 4 - QUARTERLY SALE PRICES - TOWNHOUSES
4th Qtr 2007 (4/07) to 3rd Qtr 2010 (3/10)
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3 Qtr of 2010. The average and median sale prices were $430,686 and $365,000 respectively.

THE TOP TWENTY RESTAURANTS IN VICTORIA ACCORDING TO REVIEWS IN TRIP ADVISOR

The restaurant scene in Victoria has improved dramatically over the past decade. Vancouver Island’s sub-Mediterranean
climate is a boon to growers, restaurateurs and those who enjoy good cuisine. Trip Advisor (www.tripadvisor.com) which has
become an important guide for many travellers offers an insight into some of our popular places. The following is a list of the
twenty top-rated restaurants in Victoria based on reviews posted on Trip Advisor by visitors:

. White Heather Tea Room www.whiteheather-tearoom.com/ (British, high tea)

. Mo:Le Restaurant www.molerestaurant.ca/ (Eclectic, organic breakfast and lunch)

. Red Fish Blue Fish www.redfish-bluefish.com/ (Seafood)

. Brasserie L’ecole www.lecole.ca/ (Casual french)

. IL Terrazzo www.ilterrazzo.com/ (ltalian)

. Bon Rouge Bistro www.bonrouge.ca/ (French inspired)

. John’s Place Restaurant www.johnsplace.ca/ (Diner style breakfast, lunch and dinner)
. Restaurant Matisse www.restaurantmatisse.com/ (Fine french dining)

. Chef Suzi in the Square www.chefsuzi.ca/ (Café style food for breakfast and brunch)

. Aura Waterfront Restaurant and Patio www.aurarestaurant.ca/ (Contemporary offering water views)
. Cafe Brio www.cafe-brio.com/ (Contemporary west coast)

. Lucy’s in the Square www.lucysinthesquare.com/ (Contemporary, locally sourced menu)
. Zambri’s www.zambris.ca/ (Trattoria style Italian)

. Ferris’ Oyster Bar and Grill www.ferrisoysterbar.com/ (Seafood, steak and pasta)

. The Tapa Bar www.tapabar.ca/ (Spanish tapas, pizza)

. Pagliacci’s www.pagliaccis.ca/ (Italian theme)

. Rebar Modern Food www.rebarmodernfood.com/ (Extensive vegetarian menu)

. Blue Fox Cafe (One of Victoria’s most popular breakfast and lunch destinations)

. Wild Saffron Bistro www.swanshotel.com/bistro.php (Bistro style west coast)

. Black Olive www.theblackolive.ca/ (Mediterranean with a west coast twist)

Real Estate in Victoria... | provide this newsletter to clients, customers and friends to help them keep informed of developments in the real estate market
in the Victoria area. If you do not want to receive this newsletter in the future, please let me know. The information contained herein is based on
sources which are believed to be reliable, but it is not guaranteed. The content of this newsletter is copyrighted©. The data and information outlined
herein was derived from a number of sources including; the Victoria Real Estate Board and the Canadian Real Estate Association.
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