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§ These increases of large debt at graduation from 2000
to 2005 shows one reason why recent graduates have
difficulty purchasing their first home.

§ Price to income ratio represents the
cost of the house relative to average
income. As this ratio increases
unaffordability also increases.

§ If the housing price and income rates
follow the trends seen in Figure 4,
we can expect the price to income
ratio to increase as well.

In the last decade, many metropolitan cities in Canada have
witnessed inflated housing prices and the ongoing pandemic has
forced this issue to grow uncontrollably. In recent times, articles have
hit the internet titled, “The Resilience of The Housing Market During
The Pandemic” and “House Prices Are Soaring", letting Canadians
know that the housing market has had the most successful year in
decades despite of COVID-19. Prices and investor housing market
sentiment is rising fast, and unaffordability is increasing even faster.
Canadians are left with the question of whether or not settling down in
their dream home is still a feasible option. Refer to Figure 1 and 2
below.
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§ We will pinpoint the leading causes of the housing unaffordability
crisis pre-pandemic and during the pandemic.

§ Our analysis of the trends and factors will allow us to make
appropriate recommendations post-pandemic.

§ The recommendations will be guided by a regression analysis
coupled with a sensitivity analysis.
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§ This disproportionate increase between
housing prices and income contributes
heavily to the increasing unaffordability
and will continue to pose a problem in
the future.

§ Lower mortgage rates allow for a
greater percentage of the population to
afford a mortgage which increases
demand for houses.

§ This increase in demand was one of the
factors that contributed to the increase
in housing prices over the last decade.

§ The ability to secure a higher mortgage 
directly impacts the housing prices as 
sellers are seeking more money for their 
property and buyers can meet their 
uncapped demands.

§ As developers are faced with
rising construction costs, the
price of real estate has
increased proportionally.
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§ The increase in price for single
detached and semi-detached houses
are driven by the decrease in supply
and increase in demand.
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Sensitivity Analysis
Variable Average % Change Per Year Per Variable % Effect on Housing Price Index

Average 5 Year Mortgage Lending Rate 9% 1.14%
Supply of Single Detached and Semi-
Detached Homes

9% 0.36%

Construction Prices Index 3% 3.97%

Table 1

Figure 11

We calculated the average % 
change per year for each 
variable from 2000-2018

We then used the sensitivity 
analysis to check: If the 
variable increased or 

decreased by that average in 
any given year, by how much 

% would the housing price 
index change?

Data points from 2000-2018 
were used.

Various variables were initially 
included in the model. If the p-
value indicated a variable was 
statistically insignificant, it was 
removed. Then the model was 
rerun. This was repeated until 
all variables were statistically 
significant. We were left with 

three variables.

Why is this 
useful? 

Identifying the variables the housing
price index is most sensitive to allows
us to tailor our recommendations
accordingly to get this crisis under
control. These three variables were
targeted in our recommendations.
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§ Mortgage deferral program delayed houses that needed to be sold
due to insufficient debt servicing. This increased demands due to the
low supply of houses in the market.

§ Household savings increased from 3% (average during 2015-2020)
to 7.6% (highest since 1960s)

§ Funds from savings were diverted into real estate increasing the
median home prices by 8.6%.

§ Home sales activity in Ontario was up 39% in February 2021 YOY.
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• Housing Stats: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3410013501
• Mortgage Payments: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110006501
• Housing Price Index: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1810020501
• Canadian & City Wide Real Income: https://www.cmhc-schl.gc.ca/en/data-and-research/data-tables/real-median-total-household-income-before-taxes
• Construction Cost Index: https://www.rsmeansonline.com/references/unit/refpdf/hci.pdf
• Population Density: https://data.worldbank.org/indicator/EN.POP.DNST?locations=CA
• Average 5 Year Mortgage Rate: https://www.bankofcanada.ca/wp-content/uploads/2010/09/selected_historical_v122497.pdf

https://www.ratehub.ca/5-year-fixed-mortgage-rate-history
• Residential Property Values: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3410001301
• Income Aged 25-34: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110023901
• Education Debt: https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3710003601
• Unemployment Rates: https://www150.statcan.gc.ca/n1/daily-quotidien/201009/g-a001-eng.htm
• National Statistics: https://creastats.crea.ca/en-CA/
• Sales Break Record: https://creastats.crea.ca/board/orea
• GTA Real Estate: https://www.gta-homes.com/real-insights/news/how-the-covid-19-pandemic-will-affect-the-gta-housing-market/
• Income During Pandemic: https://www150.statcan.gc.ca/n1/daily-quotidien/210301/dq210301b-eng.htm
• Consumer Confidence Index: https://tradingeconomics.com/canada/consumer-confidence
• Seasonally Adjusted Housing Prices: https://www.crea.ca/hpi-tools-terms-of-use/

§ To combat labour shortages, the government can incentivize and promote
recruitment in the trade industry using apprenticeships programs or Specialist High
Skills Major.

§ Use technology to promote productivity in existing labour force, cut costs and keep
projects on schedule.

§ Promote tree planting to combat deforestation which increases lumbar supply to
decreases raw material costs.

HOW
?

Lowering Construction Costs

Managing Supply & Mortgage Rates
§ Government needs to increase consumer 

incentive for condominiums for first time 
homebuyers.

§ Government establishes minimum amount of 
housing units per annum.  

§ Increase interest rates which increases mortgage 
rates, this will decrease housing demand.

General

§ Increase academic scholarship marketing to 
provide financial aid and reduce debt at 
graduation. 

§ Pre-fabricated and modularized homes will 
decrease construction costs and improve 
affordability. 
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