
MARKET 
OUTLOOK
WITH SURVEY RESULTS FROM IPSOS

 16 Buying Intentions 
 17 Borrowing Costs Could Trend Lower in 2019
 18 Demographic and Labour Force Factors
 19 2019 TREB MLS® System Sales Outlook
 20 2019 TREB MLS® System Price Outlook

iD
EALto

ron
toc

on
do

s.c
om



MARKET OUTLOOK
WITH SURVEY RESULTS FROM IPSOS

Housing remains top-of-mind for households across 
the country. In a December 2018 cross-country Ipsos 
survey, Canadians identified housing as the third 
most important issue facing Canada, behind only the 
economy and health care. Survey respondents from 
Ontario ranked housing as the second most  
important issue.

Obviously, the housing market outlook is important 
to people. The sections below provide TREB’s outlook 
through the lens of market-based and public  
policy-related factors.

Buying Intentions

For the fourth straight year, Ipsos, on behalf of 
TREB, surveyed GTA residents on their home buying 
intentions for the following year. For 2019, 29 per 
cent of survey respondents indicated that they were 
likely to purchase a home in which to live. Breaking 
this down further, 10 per cent of respondents said 
they were very likely to purchase a home – the same 
share reported a year earlier. This suggests that 
the share of GTA households who have absolutely 

It is expected that both the number of transactions and the
average price will be up on a year-over-year basis in 2019. 

In a recent poll of potential home buyers, it was found that
more people are likely to buy a home in 2019 than in 2018.

Number of Transactions1 Average Purchase Price1

Despite the forecasted moderate increase in sales, there are
many who will remain on the sidelines, partially due to the
impact of the OSFI-mandated stress test. Those affected
said their purchase decision was impacted as follows.2

Affordability is the key reason cited by those who don’t
intend to purchase a home in 2019.2
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made up their mind to purchase a home in 2019 has 
changed little over the past year.

What has changed more noticeably is the number of 
survey respondents who said they were somewhat 
likely to purchase a home in 2019. This share came 
in at 19 per cent – up from 16 per cent last year. 
This suggests that more people are at least thinking 
about purchasing a home over the next year, which 
may mean that some households are adjusting to 
the headwinds exerted by the OSFI-mandated stress 
test, generally increasing mortgage rates, and the 
Ontario Fair Housing Plan.

Whenever major government policy changes point-
ed at the housing market come into effect, there is 
generally an initial overreaction resulting in a large, 
but temporary pull-back in home sales. We certainly 
did see a large pull-back in 2018, with sales dropping 
16 per cent year over year after the OSFI-mandated 
two per cent stress test came into effect alongside 
higher borrowing costs. Over the longer term, how-
ever, households generally adapt to policy changes 
by changing their preferences.

In the latest Ipsos Home Buyers Survey, respon-
dents’ top three solutions to mitigate the impact 
of the OSFI-mandated stress test were to change 
the type of home they intend to purchase, change 
the price they are willing to pay, and/or change the 
location of where they intend to purchase. With this 
in mind, it is not surprising that the share of survey 
respondents who plan to purchase a detached home 
(the most expensive home type, on average) in 2019 

was at the lowest point since the annual fall survey 
commenced in 2015. Conversely, the share of re-
spondents indicating that they intend on purchasing 
a condominium apartment in 2019 was at the highest 
point over the fall survey time period.

It is also interesting to look at how the outlook has 
changed for those who do not intend on purchas-
ing a home over the next year. The most popular 
responses, by far, pointed to financial/affordability 
issues, with 36 per cent of respondents providing 
this type of response. This makes sense given the 
impact of the OSFI-mandated stress test and higher 
borrowing costs.

The preceding discussion suggests that there has 
been little movement in intentions of fully dedicated 
buyers for 2019. However, there does appear to have 
been an increase in the number of households who 
are at least considering a home purchase. When 
we break down purchase intentions by home type, 
it certainly appears that buyers may be mitigating 
affordability issues brought about by higher bor-
rowing costs and the OSFI-mandated stress test by 
changing the type and quite possibly the location of 
the home they intend on purchasing.

Borrowing Costs Could Trend Lower in 2019

The cost of borrowing and the mortgage rate used 
to qualify borrowers is an important driver in the 
growth or decline in home sales, because most home 
buyers pay for the majority of their home purchase 
over the long-term. According to the Ipsos survey 
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of intending home buyers in 2019, the average down 
payment will be approximately 30 per cent of the 
average purchase price for all intending buyers com-
bined. This means that home buyers, on average, 
will be financing 70 per cent of their home purchase.  
Clearly, borrowing costs and qualification rates play 
a large role in the purchasing decision.

The Ipsos survey found that intending buyers fa-
voured fixed rate mortgages with the most popular 
tenure being five years. The yield on the five-year 
Government of Canada (GoC) bond tells us what it 
costs lenders to raise funds to lend out to home 
buyers in the form of a five-year fixed rate mortgage. 
In the fourth quarter of 2018, the five year yield on the 

GoC bond dropped substantially as global economic 
uncertainty increased, cutting into perceived growth 
prospects for Canada. While it took some time, adver-
tised and special discounted five-year fixed mort-
gage rates started to edge lower in January of 2019.

The forward rates for the five-year GoC bond at time 
of printing suggest that bond market participants 
expect the yield to remain relatively flat in 2019 and 
certainly lower than the average yield in 2018. This 
suggests that we could see further cuts to mortgage 
rates as we move into the more competitive spring 
market, which would positively impact the afford-
ability of actual mortgage payments.

It is important to note, however, that a decline in 
advertised or special rates (i.e., rates discounted 
off the official posted rate) may not impact the 
rate that home buyers are qualified at under the 
OSFI-mandated stress test. This is because if the of-
ficial posted rate does not decline, it will eventually 
become the benchmark for the stress test. In other 
words, home buyers will continue to be qualified at 
rates much higher than what they will actually pay.  
This means that while home buyers will benefit from 
more affordable mortgage payments if rates decline 
further in 2018, the higher qualification standard 
could still be a drag on home sales.

Demographic and Labour Force Factors

The population in the GTA will continue to grow at a 
steady annual pace, between two and 2.5 per cent in 
2019. Population growth is obviously key to sustained 

Chart 2 | Average Down Payment Share of Purchase Price
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long-term demand for housing. Immigration will  
continue to be the driver of this growth, as people 
from around the world choose to settle in the GTA  
to take advantage of a diversity of quality job  
opportunities. When people move to the GTA, they 
require a place to live. As such, it is likely that many 
of these people will eventually purchase a home.

The GTA labour market remained very tight in 2018, 
with the unemployment rate hovering around six per 
cent. Given that the consensus is for continued  
economic growth through 2019, it stands to reason 
that the unemployment rate will remain at a similar 
level over the next year. This is also the industry  
outlook. The Bank of Canada’s Business Outlook 
Survey for winter 20181 suggested that firms’ hiring 
intentions remained strong. However, firms also 
indicated that labour shortages had become more 
intense – an indicator of a very tight labour market. 
A positive employment outlook generally supports 
consumer confidence, including confidence in 
making large ticket purchases requiring substantial 
financing like a house. 

While the demographic and labour market outlook  
is supportive of ownership housing demand, it is  
important to point out that we are in a period of 
more uncertainty globally, especially as it relates to 
trade. Many sectors of the GTA economy are based 
on the production of goods and services for export, 
so global trade concerns could act as a drag on 
consumer confidence if uncertainty persists. 

2019 TREB MLS® System Sales Outlook 

The market drivers discussed above, namely con-
sumer intentions measured by the Ipsos survey, the 
outlook for borrowing costs, and underlying labour 
market conditions and demographics, support a 
moderate increase in the number of homes sold 
through TREB’s MLS® System in 2019. TREB’s baseline 
forecast for home sales in 2019 is 83,000.

With any forecast, there is a positive and negative 
margin of error. On the positive side of the ledger, 
lower borrowing costs could prompt a larger number 
of people than expected to move from the sidelines 
and back into the marketplace. This eventuality 
could push sales into the 85,000 to 90,000 range.

On the negative side of the ledger, we could see 
home buyers remain more pessimistic, with sales 
remaining closer to the 2018 level. Instead of chang-
ing their home type and/or location preferences in 
response to the OSFI-mandated stress test, would-
be home buyers could simply stay on the sidelines 
until they can afford the type of home they originally 
intended to purchase. A key source of this pessi-

Chart 4 | Lower Borrowing Costs Possible in 2019

Source: Bank of Canada; Statistics Canada; TREB Forward Rate Calculation
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mism could come from first-time buyers. The Ipsos 
Home Buyers survey found that only 38 per cent of 
likely home buyers in 2019 will be first-time buyers 
– the lowest share since Ipsos began the survey on 
behalf of TREB.

2019 TREB MLS® System Price Outlook

Price growth is a function of demand and supply. 
Demand, as represented by home sales, has been 
discussed above. There is little to suggest that relief 
on the supply front will be experienced in 2019. The 
number of new listings entered into TREB’s MLS® 
System in 2019 will continue to hover around 155,000 
– a level in line with the norm since the recession. 
The fall Ipsos Home Owners survey found that fewer 
existing homeowners compared to last year’s fall 
survey intend on listing their homes for sale in 2019. 
And, while we may see a jump in the number of  
condominium apartment completions, we could  
very likely see a partially offsetting dip in low-rise 
completions.

The baseline forecast for average price growth in 
2019 assumes a sales-to-new listings ratio between 

53 and 54 per cent. This demand/supply relation-
ship points to price growth in the mid single digits, 
with the average selling price reaching $820,000, 
approaching the average price level from 2017. The 
average selling price could move above the baseline 
level if we see sales climb to the high-80,000 mark 
and new listings could remain flat. Conversely, we 
could see the average price below the baseline fore-
cast under scenarios where would-be home buyers 
remain pessimistic and sales flatline at 2018 levels 
and/or condominium apartment completions are 
stronger than expected and new condo listings  
serve to moderate the pace of condo apartment 
price growth.

Under the baseline average price forecast, the  
condominium apartment segment will continue to be 
the driver of price growth, with the annual rate of  
increase in the high single digits. Strong condo 
apartment price growth will be mitigated by  
detached home price growth in the very low single 
digits and quite possibly below the rate of inflation  
in some GTA regions.

Endnotes

1 https://www.bankofcanada.ca/2018/12/business-out- 
 look-survey-winter-2018/
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Chart 5 | MLS® Average Price Forecast

Source: Toronto Real Estate Board
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