Prices for new houses jump most in 16 years
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New house prices were 7.6 per cent higher in March than a year earlier -- marking the largest annual jump since 1990, a report by Statistics Canada has revealed.

March's new house prices were up one per cent from February, with prices rising in 14 of the 21 metropolitan areas that were included in the survey, which was published Wednesday.

Price increases in Calgary were the most dramatic -- up 5.9 per cent from one month earlier, and up 29.6 per cent from one year earlier.

"High demand for new housing, coupled with higher material and labour costs and a shortage of serviced lots, were cited as the main reasons for this increase," the StatsCan report said.

In fact, some consumers in Calgary are complaining that new homes are being slapped together too quickly to keep pace with the hot market.

"The wood in the wall was wet, it stunk," said Calgary homeowner Kevin Hnatiuk, "and I'm going, uh-oh, this isn't good."

Construction expert Bob Passmore said slipshod homes have become a "common problem -- particularly the newer homes that were constructed in this super heated- building economy that we have right now. And I think it's the lack of good trades and better supervision."

Cost increases were also experienced in Saskatoon, Edmonton, Charlottetown and Winnipeg. The only city to record a drop in prices was St. John's, where prices fell 0.1 per cent from February.

According to the StatsCan study:

    * Prices in Edmonton were up 14.3 per cent from a year ago;

    * Winnipeg was up 10.4 per cent;

    * Vancouver was up 6.9 per cent; and

    * Regina saw an increase of 6.6 per cent.

Housing starts expected to slow

Meanwhile, a new report from the Canadian Mortgage and Housing Corporation predicts construction of new homes in Canada will slow this year despite getting off to a blistering start, with the pace held back by rising mortgage interest rates and soaring prices.

"Housing starts this year will be stronger than previously forecast, mainly due to persistent strong demand in Alberta and British Columbia, but will not match last year's pace," said Bob Dugan, chief economist for CMHC in a news release.

"Higher mortgage carrying costs, due to modest increases in mortgage rates, and rising house prices will temper housing demand this year and next."

According to the new report from the CMHC, housing starts are expected to reach 222,200 in 2006, short of the 225,481 housing starts in 2005.

In 2007, the number of starts is expected to drop to 204,100. If the predictions are met, 2007 will mark six straight years in which housing starts exceeded 200,000 units.

By 2010, the CMHC expects housing starts to fall to 184,400.

Growth expected to continue in the west

Analysts predict continued growth in the West, where strong economies are fuelling a hot housing market.

"Basically, there's a lot of strong demand out west," Dugan told CTV.

"These are not only hot housing markets, but the hottest economies in Canada. So they're generating a lot of jobs and a lot of people are moving from other parts of Canada to Alberta and B.C., and this is creating a lot of demand for houses."

That is resulting in situations -- particularly in Vancouver and Alberta -- where sellers are receiving multiple offers, prompting tough bidding wars between prospective buyers, Dugan said.

In B.C. the average house price is about $390,000 -- the highest in the country --while Alberta's average house price is about $270,000, which is still below the national average.

"House prices are still in some sense catching up in Alberta, but leading the country in B.C. in terms of levels," Dugan said.

Saskatchewan and Manitoba are also expected to see increases in housing starts.

The fast pace in Alberta and B.C. is affecting the rest of Canada, with growth in the average Multiple Listing Service price expected to rise from 10.2 per cent in 2005 to 11.2 per cent this year, "due entirely to a pick-up in Alberta and B.C. Meanwhile, growth in house prices is expected to slow in the rest of the country," according to the CMHC.

Market expected to slow in provinces east of Manitoba

In the provinces east of Manitoba the housing market appears to have reached a peak, and is now beginning to slow.

"Well, basically there seems to be a bit of a line at Ontario and eastwards. Generally in Ontario and the provinces east of Ontario we expect to see housing markets slowing," Dugan said. "We expect sales to decrease and house prices to grow more modestly in 2006 than last year."

However new home starts in Ontario will still remain above historical averages for the next couple of years, though they will begin to drop, according to the CMHC predictions.

Rising new home prices, increased choice in the resale market and land constraints is expected to hinder new home construction, with new home starts dropping from 75,000 in 2006 to 68,500 in 2007.

Quebec, New Brunswick and Newfoundland and Labrador are all expected to experience a slowdown in new house construction.

Prince Edward Island and Nova Scotia are expected to see a slight increase, however, due to economic growth and the construction of apartment units.
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