
Ruminations &… 
Prognostications 

Is Calgary Housing 
Overpriced? GRAPHS   GRAPHS And More 

GRAPHS!  



100

150

200

250

300

350

400

450

500

96 97 98 99 00 01 02 03 04 05E 06 07 08 09 10

Th
ou

sa
nd

s

♦ Newly renovated Sunalta condo. This top floor one bedroom 
unit also has U/G parking and - best of all - it’s got brand new 
carpets and lighting and has also just been professionally 
painted. This would make a great rental property or...could 
also be perfect for first time buyers. This will be listed in a 
week or so and we have not priced it yet but again...we think 
the price will be “right” to 
achieve a quick sale. 

Back to Index 

AAANOTHERNOTHERNOTHER L L LOOKOOKOOK A A ATTT P P PRICESRICESRICES   
In our January letter of 2007, we came up with (we think), a novel 
way of evaluating the level of house prices and, because 2007 was 
yet another “up” year and because this “upittiness” has been going 
on for a rather long time, we felt it prudent to take another look…
just to see if we’re overpriced…or not. But first, and to recap the 
methodology, we have, after 35 years or so of studying the Calgary 
real estate market, come to the conclusion that our market can best 
be thought of as a growth market that is, from time to time, exacer-
bated by periods of profound price exuberance, usually brought on 
by wild swings in oil prices. Therefore, and because our market is, 
shall we say, somewhat schizophrenic at times, our view is that any 
serious analysis of price should be undertaken with this reality in 
mind. 

So it was then, that we started to view the market’s price trends, not 
as a monolith but rather as a series of growth phases, punctuated by 
“booms” and yes, “busts”. For example, during the last great 
“expansion” or “E-1” from 1967 – 1982, prices rose by an average 
of 13.34 percent per year. Furthermore, and within E-1, the first 
great boom (B-1) occurred from 1973 – 1981 and in this 8 year pe-
riod house prices rose at an exuberant pace of 18.81 percent per 

year. Now, if we subtract inflation from the mix, as measured by 
the local C.P.I., we find that “real” or inflation adjusted prices rose 
by annual compound rates of 5.34% in E-1 and by 8.97% in B-1. 

Hold on now! We can see your eyes starting to glaze over but don’t 
leave us yet ‘cause here’s the meaty bit: 

If we use those inflation adjusted price gains we saw in the last ex-
pansion and boom and apply them to the last 11 years and the last 3 
boom years respectively, we find that the resulting and yes, theo-
retical “fair value” for the market today (2008) is $410,000. The 
2007 MLS average was $469,000 (m/l) and, for the month of De-
cember, it was about $440,000. 

In other words, it would appear that we are a tad “overpriced” (by 7 
- 8% or so) at present, based on historical averages. Nothing to 
weep about at present (hey, the boom’s not over yet) but we’re cer-
tainly not a screamin’ “buy” either; which is not to say that buyer’s 
shouldn’t buy or that sellers should panic and cut asking prices to 
the bone. It simply means that buyers will now have the time to 
make informed decisions and that sellers will know they received 
fair market value for their property, as opposed to a year or so ago 
when every sale was a bargain 30 days after it was made. 

“Fair Value” Study 

THEORETICAL 
FAIR VALUE 

MLS YEARLY AVERAGE 

Dec. Avg. 

CCCOMINGOMINGOMING S S SOONOONOON………   
♦ Our first foreclosure for the year! Where? In Okotoks. What 

is it? It’s a 16 year old 3 bedroom single family home. How 
much? We don’t know yet but hope to have a price from the 
bank in a week or so. If you’re interested and want all the de-
tails as we receive them, please let us know. 

♦ Mount Royal College Condo in “The Morgan”. 1 bedroom/1 
bath main floor unit with titled underground parking. This will 
be listed in a few days at a very “competitive” price so - if 
you’ve got an interest in owning something near the college - 
this one could be right for you. 
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The "Spring Market" Phenomenon

Percent

Price Change From Jan. to June

Price Change From June to Dec.

The yellow bars show the price gains or 
declines in the first 6 months of each year. 
The rose coloured bars show the same thing 
for the second 6 months of those years.  
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Median Residential Price - Monthly

Next Graph 



Crude Oil Price (Canadian $)
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DOLLARS PER BARREL
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Months Supply Indicator
(Active Listings/Sales Ratio)

LONG TERM AVERAGE RANGE

This Ratio is the result of dividing the number of
active single family detached home listings at
month end by the number of sales for that month.
When the ratio gets above 3.8 the market begins
to weaken and when it's over 4.5 - look out!
Conversely, when the ratio is under 3.8, the
market begins to improve and when it's under 3.0
prices generally begin to rise.

LONG TERM AVERAGE RANGE
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Long Term Index of Leading Indicators
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NOTE: When the Index meets or exceeds +5 expect a 
strong market with rising prices in the year ahead. 

NOTE: When the Index meets or exceeds -5 expect 
a weak market and falling prices in the year ahead. 

NOTE: When the index is between +5 and -5 the 
market will be relatively stable in the following year. 

So there we are, our first “effort” for the year. And - in case you’re wondering how 
we’ve been coping in this goofy market, we do admit that, last year we were very 
fortunate. We did most of our business in the 1st half of the year with some new 
found clients and, of course, some very wonderful past clients, who came 
back for the umpteenth time to buy and sell some real estate!  
Anyway, we did take some time off this summer for a much 
needed rest and, come August, we were back at it. 
So...all in all...it was a wonderful year for Bryan & Wendy. 
However, and because of our good fortune last year, we’re almost out of business as 
we start the new year! There aren’t any tears flowing yet and we haven’t missed a 
meal or anything like that but hey - if anyone asks , “Do you know of any good Real-
tors” we surely do hope you’ll think of us. So does our Wonder Dog, Ginger...who still 
eats like a horse, by the way.☺ 

Back to Index 


