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We askedDonPeard,
RBC’s vice-presi-
dent ofmortgage

specialists for Alberta, about
pre-approvedmortgages.
Q:What is the difference

between a pre-approved
mortgage and pre-qualified
mortgage?
A:Pre-qualifying gives you a

muchmore informal, rough
idea of howmuch youmight
be able to afford to buy a
house.
Pre-approval is a very for-

malized, structured process.
You’re essentially going
through an entiremortgage
application processwith a
lender, albeit youmay not
have a specific property in
mind.
On the street, the terms be-

come interchangeable, but
there is quite a difference.
Pre-qualifyingmay be a

good initial step for a first-
time homebuyer. It will give
them a sense ofwhat they
probably can afford. But the
advantages of a full pre-ap-
proval aremany.
If you knowwhat your

monthly payment amounts
will be, your real estate agent
will likely serve you better be-
cause they knowyou’re seri-
ous and ready to buy.
Pre-approved statusmay

even give youmore negotiat-
ing powerwith a seller.
Q:What do I need to do to

get a pre-approvedmortgage?
What’s the process?
A:You can literally do it

online these days, through
telephone banking, through a

lender at any financial institu-
tion, or throughmortgage
specialists.
You come to thatmeeting or

process prepared,with your
income, your assets, liabilities
andmonthly expenses.
Q: If you know that the

clientwill use the pre-ap-
provedmortgage to shop for a
condo, do you factor condo
fees into the calculations?
A:Depending on the size

and price of the condo, fees
can vary quite dramatically.
I think it’s good financial ad-

vice to build in a couple hun-
dred dollars amonth for
condo fees.
Iwouldmuchratherbuild in

theirproperty taxes,utilities
andcondofees toomuch,and
get someaddedflexibility, asop-
posedto thembeingsurprised
after they takepossession.

Q:Because condo fees have
to be taken into accountwhen
determining a property’s af-
fordability, would a buyer
qualify for amore expensive
single-family homemortgage
than a condomortgage?
A:Potentially. But theremay

be other costs associatedwith
buying a condo thatmay not
be as expensive.
Maybe the insurance isn’t

quite as high. Quite typically,
utility costs are less. I don’t be-
lieve it affects themortgage
size toomuch overall.
Q: If I have a pre-approved

mortgage, should I still make
my offers “subject to financ-
ing?”
A: For themost part, our

pre-approvals are firm
approvals. So youwouldn’t
have to. But it’s still good risk
mitigation tomake offers
subject to financing and an
inspection.
Q:How long is a pre-ap-

provedmortgage good for?
Can I get an extension?What
has to happen tomeet this
deadline?
A:Wehave, attached to our

pre-approvals, a 90-day inter-
est rate commitment.
We can go up to 270 days,

but there is some additional
cost involved. On the new
housing side, we can give up
to an 18-month interest rate
commitment.
If you have a 90-day com-

mitment, thatmeans you have
90 days to close the deal and
fund themortgage.
The intent is that people get

shopping in the nextmonth or
so, and they’re ready tomove
in by the time those 90 days
are up.
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t’s all in the perspective.
“I remember seeing an article in theCal-
garyHerald in January of 2002,” saysDon
Campbell, real estate author and president
of a REIN (Real Estate InvestmentNet-

work), a real estate investing firmwithmore than
1,300members.
“It said that Calgarywould be leading the na-

tion in property value growth from 2002 to 2011,
and all of us investorswere so excited. It was go-
ing to go up a total of 25 per cent,” or about 2.5 per
cent a year on average.
“Thenwe had three ‘TigerWoods’ years in

2005, 2006 and 2007, and noweveryone thinks
those years are the norm.”
But they’re not.
Prices of new single-family homes jumped

more than 100 per cent in the last five years
alone. Resale condo priceswere up close to 90
per cent in the same time period. And sales sky-
rocketed.
But the hectic pace of construction in both the

single- andmulti-family sectorwas not sustain-
able, saysCampbell. In fact, “18months ago, peo-
plewerewishing for themarket to return to nor-
mal,” he says.
“Well, now it has, and everyone is panicked.”
Speculators have dumped their homes, and es-

pecially their condos, on theMLSmarket, and in-
ventory is rising at the same time asmore and
more condos are being constructed.
“Fear and emotion have entered themarket,

but the economy inCalgary is stronger than it
was two years ago,” Campbell says. “That’s not
reflected in housing.”
NaumShteinbah, generalmanager of Street-

sideDevelopmentCorp., is one of the city’s
largest condo developers. “Giant projects are go-
ing forward,with some pre-sales,” he says.
“Those are builderswho paid exorbitant prices

for land in the downtown area in 2006 and 2007.
Now, they’re facing the test, because prices have
reduced somewhat and costs have increased.”
A total of 2,888 condoswere in the resale in-

ventory as of the end of July, with another 5,383
units started in the new condo sector as of the
end ofAugust—and a large number of them are
in the Beltline area.
“It takes four to five years now for a project to

go from land acquisition to construction,” so
multi-family builders are at high risk if there is a
downturn, says Shteinbah.

And the high-rise builder is at the greatest risk,
since it then takes an additional couple of years
for such a project to be built. Builders face the
risk of pre-selling units at a given price, then see-
ing costs of construction rise to the pointwhere
they aren’tmaking anymoney on the project.
One building, GatewayMidtown,was recently

shut downbyResianceCorp. The two-tower
complex is in the ground,with the parkade now
under construction—and buyers arewaiting to
seewhatwill happen.
Even so, positives in the overall Calgary econ-

omywill help, saysCampbell.
“The economy is slated to be the best in the

country in 2009 and 2010 and the fundamentals
are strong. In 2008, themarket ismaking a pre-
dictable (albeit soft) correction resulting in
slightlymore affordable housing compared to re-
cent years.”
CanadaMortgage andHousingCorp. is fore-

casting a record number of condo starts this year
—7,000 in total—but thatwill drop to just 3,000
in 2009.
“Themarket has slowed to the pointwhere the

builders have reacted and slowed production,”
says Shteinbah.
“They’ve reacted appropriately by shrinking

production in the short term—and in the long
term, builders are not buying land like theywere
compared to a year ago.”
Lai Sing Louie, seniormarket analystwith

CMHC’sCalgary branch, says that no apartment
condominiumunit permitswere taken out by
builders in the city in July. “It’s been a long time
since that happened. It’s a sign that apartment
developers are holding back.”
Asa result of the largenumberofunitson the

market, therehasbeen“adownwardpressureon
prices,” saysLouie. “The resale averagecondowas
$296,338 for July.That’s the first timesince January
of 2007 that thecondopriceswerebelow$300,000.
“The biggest issue is consumer confidence,”

says Shteinbah. Calvin Buss, president of Buss
Marketing, agrees: “It’s psychological,” he says.
“It affects investors and home buyers. But if the
dynamics change—and people sense the bottom
of themarket, that could change quickly.”
Waitingwillmean an increased pressure on

prices, says Shteinbah. “Since (most developers)
have stopped acquiring land for condos in future
formore than a year now, in three to four years,
the citywill face a shortage of condos again.”
His prediction: “In 10 to 12months, the supply

and demand in the condomarketwill be normal-
ized. It’s starting to shrink already.”

Campbell sees four reasons for the continued
demand for condominiums as a lifestyle choice:
Affordability, green priorities, high-demand loca-
tions, and the “sanctuary feel,” where people
want security, safety and the “lock-it-and-leave-
it” lifestyle.
“The supply of condoswill be absorbed. It will

just take longer.”
“It’s always less expensive to build a box in the

sky versus a ground-oriented unit,” he says.
As for the green initiatives, “condominiums are

less expensive to heat, the square footage is less,
and there is lesswater usage, for starters.”
The high-demand locations are usually down-

town, or at least close to the LRT routes that take
people downtown.
Thatmeans less automobile usage,more

pedestrianwalkways, and conservation of energy
once again.
The active adult population is growing, and

with it, the desire for an easier lifestyle, with no
maintenance and good security, he says.

REALESTATESUPERSECTION–CONDOS

Condomarket returning to normal
Breaking news at calgaryherald.com Thursday, September 11, 2008 NNBB55

CalgaryHerald Archive
Craneswork on several condominiumapartment developments in Calgary’s downtownand
Beltline areas.

Determinemonthly
payments before
making an offer
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DonMolyneaux, CalgaryHerald Archive
DonPeard, RBC’s vice-president ofmortgage specialists for Alberta.
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Stay home to get away from it all. Highbury2 is the ultimate

definition of luxury living. Par t of the master-planned

Highbury2 community in Calgary’s southwest, Highbury2

takes sophisticated condominium living to new heights.

The hilltop location provides views of the Rockies, Fish

Creek Park and Calgary’s skyline. From regal architecture

to premium amenities to matchless interiors, there is

simply no better address.

VISIT THE SALES CENTRE TODAY
14359 MacLeod Trail SW
(Next to South Passport Office)
Open Daily Noon to 5 (closed Fridays)
Call 256-5885 or highburyliving.com

NOW SELLING
HIGH RISE CONDOMINIUMS
FROM THE MID $300,000’S
TOWNHOMES FROM $539,900

Prices and specifications are subject to change. Photos are used for illustrative purposes only. E.&O.E.
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Sussex GreenEstates
Sussex Green is a unique gated community nestled in the heart of

Strathcona comprised of twenty-four bungalow homes. These bungalow homes range

from 2300-3500 sq.ft. Because of the unique design, second floor space can be added

within the roof. RAVINE WALKOUT UNITS are also available for up to 3500 sq. ft.

#15 1359-69th Street SW • www.sandlewood.com
For appointments contact

685-7483 15 Units Left
Prices Starting From

$926,000 2002

AA689992


