
hat does one do on a snowy Friday in December? Call in sick 
and sleep in? Call in sick and go skiing? Not us! We’ve de-
cided to bare our souls once again and review the 3 predictions 

which we made in our January newsletter. This is always a hum-
bling exercise but, we are bound to tell it like it is so once again, 
here is our predictive…Year In Review (try to keep boisterous 
laughter to a minimum): 
We said unemployment would rise and it did. However, we do 

admit it was a bit of a “slam dunk” and, it certainly never got 
“out of hand” but hey – we’ll take the easy ones when they come 
along! 

We thought the condo apartment market would be poor and, while 
it was softer than the single family detached market, MLS 
activity and prices did not collapse like we thought they might. 
Having said that though, things could have been much worse if a 
number of planned projects had gone ahead. 

Interest rates will be forced down to “once in a lifetime levels”. I 
think we hit a home run with that one! 

We didn’t foresee the sharp turn up in the market and buyer senti-
ment in our January forecast but, come February we did, and said 
so in B’s Blog so – while it doesn’t qualify as a win, 
perhaps I can claim an “Honourable Mention”. As to 
the year ahead, we dusted off the crystal ball once 

again, went out on “The Limb” once again and came up with the 
following seven market predictions for 2010: 
Interest rates will stay very low. The Bank of Canada (BOC) may 

raise later in the year but then, only by a smidge; say a quarter to 
half a point. Likewise for mortgage rates and we see the 
benchmark 5 year discounted mortgage rate fluctuating between 
3.75% on the downside to say, 4.5% at the top. Posted rates then, 
should average between 4.75% and 5.75 percent. 

Sales Activity should improve over ’09 due to a strengthening jobs 
market and yes, those really low mortgage rates. Our best guess 
right now is for a 15% improvement which will mean single 
family sales of at least 16,600 units plus condo sales of 7,500 or 
so. 

Prices will remain “subdued”, increasing by not more than 5% or 
so. Why? Because, increased sales activity will bring out the 
sellers who got caught in ’07 and ’08. If these folks see a strong 
sales market they will list again, thereby keeping supply in line 
with demand. 

Oil prices will remain in a trading range between U.S. $65 and $85; 
mainly because the U.S. economy will surprise to the downside 
again. Therefore demand for oil will remain weak. 

The Lonnie will soar once more and will get to at least $1.05 
against The Buck. 

Calgary will attract more new 
residents from afar in 2010 and we 
now believe our population will 
increase by 2.5% overall to 
1,092,000 souls. 
Unemployment will stay relatively 
high in the 7% area but will decline 
somewhat by year’s end to between 
5.5 and 6 percent. 
The one caveat we would put to 
these predictions this time is the 
geo-political one, and depending on 
what happens in the, what seems 
like a never ending climate debate, 
our economy may take yet another 
hit until the rules of the road be-
come clear; however, it is not a 
scenario we are dwelling on at pre-
sent and, is one that is impossible to 
quantify as things stand now. In any 
event, we remain rather sanguine 
about the year ahead and do believe 
it will be overall 
positive. 
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Interest Rates: 
Thank your lucky stars you’re not the Governor of The Bank of 
Canada. Sure, it must be a great and interesting job and I hear it 
pays pretty well too, but really, if you think about it, he is now in a 
“no win” situation. He’s got the Bank Rate effectively at Zero, a 
Loonie that’s been flirting with par all year and all this against the 
backdrop of a worldwide financial crisis and, a worldwide financial 
system that continues to be flooded with newly printed money of all 
nationalities. The result, so far at least, has been a soaring gold 
price and, in some cities, soaring real estate prices too, as the old 
axiom about cheap money fuelling inflation seems to be holding 
true. 
So, does he raise interest rates to quell the inflationary fire? Per-
haps, but the risk of an even stronger Loonie is then heightened 
which means of course, an even weaker manufacturing sector in 
Ontario & Quebec. Does he stand pat? Again, that may be risky too, 
for if things get too far out of hand in the housing 
sector, bubbles may be created and…we all 
know what happens to those. 

Percent 
iven what happened with mortgage 
rates this past year, and given what 
happened with prices at the begin-

ning of the year, it was perhaps a natural 
occurrence that vacancy rates took a jump 
this year as more and more renters took 
advantage and bought homes. If this is 
indeed the case, we are not too concerned 
over this admittedly somewhat high rate; 
however, it is definitely a factor in the 
market that bears watching as the 2010 
progresses. 

As we see it, if sales activity picks up and 
remains strong through the “Spring Sell-
ing Season”, their could be even further 
upward pressure on vacancies. However, 
if sales are flat to down a bit and vacan-
cies continue to rise, it will indeed be a 
cause for concern about the longer term 
health of the market. 

Best Available Mortgage Rates: 

1  Year   - 2.64 %  

2  Year   - 2.95 % 

3  Year** - 3.25 % 

4  Year   - 3.95 % 

5  Year** - 3.89 % 

7  Year   - 5.25 % 

10 Year  - 5.35 % 

Variable - 2.10 % (Prime  -0.15%) 
Line Of Credit - 3.25% (Prime + 1.00%) 
Bank Prime Rate - 2.25% 
** Special Rate - restrictions apply 

Interest rates are volatile (especially now) and may change at any time. 

The mortgage market is now a very 
complex market with products de-
signed to “fit” almost every bor-
rower’s needs. Problem is, not all lenders offer 
the same things, or rates for that matter. For 
instance, we track 28 different lenders when 
compiling our monthly rate statistics and, to try 
and keep up with their products would be a full 
time task, so we use a broker. So should you… 
Ours are Mary Priestner and/or Joe Jacobs. 
They’re great & can be reached at: 403-229-3390. 

Continue  

AAASSS W W WEEE S S SEEEEEE I I ITTT….….….   
The Alberta economy: 
While challenges to Alberta’s economy will remain and cause some 
uncertainties in the short term, we believe it is fair to say that, since 
our province lies next to the world’s largest energy consumer, and 
since Alberta’s reserves of oil and gas are among the world’s larg-
est, and since we are a politically stable country, we find it hard to 
believe our largest customer will stop buying our resources, given 
their lack of supply from other “friendly” sources. Therefore, we 
continue to see Alberta as Canada’s “land of opportunity” and that, 
political and economic disruptions aside, we think the Alberta econ-
omy will be back in high gear within the foreseeable future of say, 
12 – 15 months…which brings us to, 

The Spring Housing Market: 
Calgary nearly always has a Spring Market and most often it starts 
before the end of January and continues on through the end of May 
or early June. Folks call it this because, given the other factors like 
school season, holiday seasons and yes, our Calgary weather, it 
seems that the spring months in our city tend to be when Buyers & 
Sellers come out of their winter hibernation. 
This year may be somewhat different though because, while it’s 
still way too early to say for sure, the signs are leading us to believe 
that sellers may be in short supply as we enter the new year’s sell-
ing season and, if we look at the most active price range ($350K - 
$550K) in the “metro” single family market (which is 70 – 75% of 
the total market) we find that, as of now (Dec. 18th), there are 1069 
homes for sale and, in the last 30 days, there have been 612 sales…
less than a 2 month supply. Now sure, more properties will get 
listed come the new year but then, more sales will occur too, and 
when we look back at last year, a trend to fewer listings and in-
creasing sales became apparent early on and continued until today. 
We can see no reason why this trend will end anytime soon; there-
fore, and at least initially, we can see a period where good homes in 
good areas will once again be in short supply with an appropriate 
upward pressure on prices and, until we see at least a 3 month sup-
ply in the marketplace, this pressure on price should remain intact 
(see graphs). 



We think he’ll stand pat for 
now and only raise rates if 
prodded into doing so by the 
bond market. If this is the 
case, and if housing continues 
to be a concern, it could well 
be that lending guidelines are 
tightened up to slow down the 
markets. We see it as the only 
option in that scenario, and 
while we would not be in 
agreement with such actions, 
we also believe the govern-
ment, through CMHC, would 
undertake such actions unilat-
erally and without warning if 
they thought it necessary. 

Oil Prices (see graphs): 
These two tidbits are from 
recent editions of Casey’s 
Daily Dispatch which I read 
with glee every day: The fol-
lowing was from the Dec. 14th 
edition…and is written by the editor, Mr. David Galland. 
“The world burns over a billion barrels of oil every 12 days, 82 
million barrels a day, 1,000 barrels per second. 
The U.S. represents 4.5% of the world’s population but uses 28% of 
the world’s energy. 
China and India represent 41% of the world’s population and use 
only 11% of the world’s energy. 

THIS IS GOING TO CHANGE! 
World demand for oil won’t be falling anytime soon, especially as 
these massive emerging economies continue to expand. Given the 

lack of major new oil discoveries over the last three decades, the 
price of crude will continue to rise as demand growth outpaces sup-
ply. 
$200 per barrel of oil is coming. It’s not really a question 
of if – it’s a question of when.” 

And this piece was in their Dec. 15th letter: 
“Cheap Oil Is Gone, and That's Good News  
By Michelle Burgess, Casey Research 
Over the next year or two, you will likely find yourself paying a lot 
more at the gas pump. Big changes are taking place in the oil indus-

try. With increased global de-
mand and declining supply, 
easy oil is not so easy any-
more.  
Everything is about to get 
more expensive. From gaso-
line to anti-freeze, life jackets 
to golf balls, and eyeglasses to 
fertilizer. There are very few 
things in the modern world 
that aren't made from oil, 
made by machines dependent 
on oil, or shipped by vehicles 
powered by oil.” 
We could go on but you get 
my point, I’m sure. Higher 
prices for crude and yes…
natural gas will bring new 
employment opportunities to 
the oil patch and those oppor-
tunities will also lead to much 
higher real estate prices. 
We’ve seen this before and – 
I’m sure we’ll see it again. 

Continue  
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Inflation: 
Sometimes things are so sim-
ple you can miss’em if you’re 
not careful and the same goes 
for those factors that lead to 
inflation. Take the year just 
passed for example. The world 
has just experienced the worst 
financial crisis in 70+ years, 
there has been a real estate 
collapse in large parts of the 
U.S.A. and everywhere, the 
word “recession” abounds. 
The response to all this turmoil 
as we all know has been a) 
Zero interest rates; b) make 
work programs by govern-
ments around the world and c) 
bailouts, bailouts, bailouts by 
those same governments 
around the world. Only prob-
lem is, that except for China, 
all of this governmental spend-
ing has been undertaken using 
fresh new money that has essentially been printed by those same governments. Not that you’d notice at first because, in reality, that 
money takes awhile to hit and then, 12 – 18 months later,,,WHAM! 
Now sure, the tidal wave of cheap dollars is one thing and the low rates are another but a devalued Dollar is quite another because most 
(all) commodities are priced in Dollars…which means that, as the Buck goes down, oil, gold, wheat, lumber, you name it…goes up. And, 
from our perspective, when you add it all up; the low interest rates, the flood of money and the devaluing of The Dollar, it all adds up to a 
major inflation. Not now perhaps, and maybe not in 6 months or even a year, but soon. So get ready; for much higher real estate p r i c e s 
and yes, much higher interest rates. 
Don’t say we didn’t warn you… Inflation is always and everywhere a monetary phenomenon…(Milton Friedman). 

...From Pg. 3 

Reasonable Expectations: 
This?...or... 

This? 
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Let’s face it, the world is a risky place. Always has been. From run-
ning real fast in order to catch one’s food, to devising intricate com-
puter programs that identify and quantify opportunities on Wall 
Street, humankind has lived with, often embraced and always tried 
to manage risk to its advantage. In fact, whole industries are de-
voted to doing just that (think Insurance). We are no exception, and 
in our 30+ years in this business we have tried to do just that: iden-
tify, quantify and manage the risks associated with owning and sell-
ing real estate (for us and our clients) in the Calgary real estate mar-
ket. Finally, we think we have stumbled upon as good a solution as 
there may be… 

Very simply, we took housing prices in relation to taxable incomes, 
inflation rates and mortgage interest rates, thought of them all as 
having an implied yield by using their inversions, added the results 
up, calculated the average and voilà, out popped a series of beauti-
ful positive and negative numbers which, if you look at the attached 
graph, mesh quite nicely with Calgary’s real estate reality over the 
past 38 years. For instance, the graph shows an “elevated” risk as-
sessment starting in the 3rd quarter of 2006 which stayed there for 
the next year and a half. Since then, the graph shows that risk levels 
have slowly but surely abated. We view this as a positive for the 
market going into 2010 as this data set also seems to be somewhat 
forward looking; therefore, if the market were to “double dip” we 
would expect some warning from the graph. There is none as yet. 

And a Happy New Year as well! 
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