
Best Available Mortgage Rates: 

  1 Yr.   - 5.30 %  

  3 Yr.   - 5.40 % 

  5 Yr.   - 5.14 % 

  7 Yr.   -  5.65 % 

  10 Yr. - 5.75 % 

  Var.    - 5.10 % 

  Prime Rate = 6.00% 

  B.O.C. Rate = 4.25% 

In case you missed it, 
“conventional” mortgages got changed 
last month. They can now be had with a 
20% down payment (as opposed to 25%). 
Not a big deal, to be sure...but still another 
positive for the market. 
Also, please remember, the rules for 
qualifying have changed a lot so what was 
impossible last year is most likely doable 
now. In fact, unless you are 
comatose you will proba-
bly be approved today! 
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Rate Chart It’s Bubble Time!  The BIG Picture  Interest Rate Outlook  

Graphs Galore! 
And More!  
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Located On The Bow 
River in Douglasdale 
Estates, this 4 bed-
room 2 storey Albi-built 
home has been well 
maintained by its origi-
nal owners and, while 
the home could stand 
to be updated and 
upgraded, its price 
more than compensates for this fact. As you can see, it is Impecca-
bly landscaped and the location is...well...one of the best in the city, 
in our opinion. 
To see all the details, pics and virtual tours just visit the website at 
www.calgaryhome.com.  
To see it in person, just give one of us a call. 

TTTHEHEHE M M MARKETARKETARKET T T TODAYODAYODAY   
Year to date, the Calgary Market has been in Goldilocks terri-
tory: not too hot, not to cold but…just about right. We’ve seen 
this benign scenario before (1985 and 1992 come to mind) 
and, if history is any guide, we would not expect this state of 
affairs to last very much longer. In fact, listing activity has 
picked up dramatically over the last month (see graph) and, if 
it continues, we could shortly see at least a mini buyer’s mar-
ket develop due to an imbalance in the list/sell ratio. At this 
point in the year though, activity does start to wane some-
what and, if this spurt in new listings is nothing more than 
that, we could find that Goldilocks may stick around for 
awhile longer; perhaps through to the end of the year. Will 
she settle down though and perhaps even become a resident 
of our fair town? We don’t think so. She likes Winnipeg far 
too much to do that!  

As to our outlook for prices, we think the market is busy di-
gesting that 50% increase we swallowed last year and that, for 
the next while we could see a sort of price plateau, which 
could last for quite some time until future events, good or 
bad, come along to disturb the equilibrium. Our best guess 
right now and which we subscribe say, a 70% probability to, is 
that at some point, we’re going to see another spike up in oil 
prices and, if/when that occurs, the market will take off again. 
If not, which we think is unlikely, we believe the market 
would become much more subdued over the next few years 
and that it would once again revert back to being influenced 
by population trends. In any event we are sure of one thing; 
the Calgary market in future will stay true to form 
and will continue to be like those bulls at Stam-
pede time – wild and often unpredictable. So 
stay tuned, we have a feeling this market’s 
in for a wild ride before it bites the dust! 

Gee, sometimes this business just drives ya 
crazy! Like...one minute you’ve got too much 
for sale and it seems like nobody likes your 

“stuff”. Then bang! You’re a hero! Everything sells in 
a day or two and you’re left with nothing to sell. 
Well...we’re not there yet but...with our “river list-
ing” at such a great price now, it’ll probably be gone 
soon too...so yes, we’re gettin’ “twitchy” again! If 
you think you can help relieve us of this condition, 
or...if you know someone who might, please, please, 
please...give us a call. We’ll thank ya for sure, and 
so will our ever hungry dog Ginger! 



one sense, are just like families. They hopefully save 
money. The first savings are generally in very liquid in-
vestments in case there is an emergency. But over time, 
as savings grow, they start to invest in less liquid invest-
ments and soon in long-term investments. China re-
cently noticed that perhaps $1 trillion in liquid reserves 
is maybe more than they need in spare cash lying 
around the house. They suggest they may take up to 
30% of this and invest it, much as Singapore, Dubai, or 
Norway do now. This is going to be a growing trend. 
This will be good for the world in general, as much of it 
will be for large longer-term projects that need deep 
pockets (like infrastructure). But it is also going to 
put even more capital into a world already 
awash with liquidity”. 

What’s all this got to do with Calgary real estate, you ask? In 
our opinion, it’s got a lot to do with it because, last time we 
looked, land is still considered to be a commodity and, in this 
town, it is closely tied, like it or not, to the king of commodi-
ties: oil & gas; and yes, to those oilsands up in Ft. McMurray. 
So yes, when we read opinions from well respected economic 
“thinkers” we tend to listen ‘cause having “bin there dun that” 
in ’82 – ’85 well…let’s just say we’re gun-shy and therefore, 
are always looking for those danger signs that may adversely 
impact ours and our clients’ bank accounts. 

So then, and not to put too fine a point on it, we are not in any 
way suggesting that “The End” is nigh for our real estate mar-
ket or anything close to that even. What we are suggesting 
though, is that this market has been on a relative “tear” now 
for nearly 11 years without any significant correction. Ditto 
for interest rates. Like, how much better can it get and…for 
how much longer? Good questions to be sure and, of course 
unanswerable. Therefore…unless and until we start to see 
some substantial deterioration in this market, we will stay 
with it and will continue to “not worry and be happy” so stay 
tuned – perhaps, like the song says, “The Best 
Is Yet To Come” (see The Big Picture). 
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Remember when a million bucks could Remember when a million bucks could Remember when a million bucks could 
actually buy something nice?  But hey...actually buy something nice?  But hey...actually buy something nice?  But hey...   

.........IIITTT’’’SSS B B BUBBLEUBBLEUBBLE T T TIMEIMEIME!!!   
We read with interest last week, an article by well known in-
vestment manager, Jeremy Grantham, in which he contends 
that we are in the midst of the first worldwide bubble in all 
asset classes. To quote: “From Indian antiquities to modern 
Chinese art; from land in Panama to Mayfair; from forestry, 
infrastructure, and the junkiest bonds to mundane blue chips; 
it’s bubble time! The necessary conditions for a bubble to 
form are quite simple and number only two. First, the funda-
mental economic conditions must look at least excellent – 
and near perfect is better. Second, liquidity must be generous 
in quantity and price: it must be easy and cheap to leverage. If 
these two conditions have ever been present without causing 
a bubble it has escaped our attention”. 

To say that we were merely “interested” is a bit of an under-
statement though because, truth be told, we’ve had similar 
feelings for some time now; namely, that things have been 
way too good for way too long. Anyway, if you haven’t had the 
chance to read his article, give us a call and we’ll gladly for-
ward it to you; however, he makes a few points that we think 
bear repeating here so, without further adieu: (emphasis 
ours) 

“Yes, each bull market reflects its near perfection in a differ-
ent way, with most accompanied by claims of a golden new 
era. Today the apparently infinite and cheap supply of Chi-
nese labor, a truly colossal U.S. trade deficit, and the sheer 
uniformity of easy money and strong economics certainly give 
this one plenty of differences. But under the surface, 
capitalism eventually grinds pretty fine. The return on 
capital and the cost of capital sooner or later get into line. 
Competition bids down returns. Confidence to spend capital 
finally recovers. Profit margins, at long last, become normal 
or even drop below normal. The workings of competitive 
capitalism are, in the end, an irresistible force and that is why 
everything always trends to normal and every very 
different bubble has always burst.” 

But fear not (yet); in another part of the letter he goes on to 
say, “Of course the tricky bit, as always, is timing. Most 
bubbles, like internet stocks and Japanese land, go 
through an exponential phase before breaking, usually 
short in time but dramatic in extent. My colleagues 
suggest that this global bubble has not yet had 
this phase and perhaps they are right. (A surge in 
money flowing into private equity might cause just such 
a hyperbolic phase.) In which case, pessimists or con-
servatives will take considerably more pain…” This last 
point is illuminated we think, by the fact that the Inter-
national Monetary Fund now calculates that foreign ex-
change reserves held by countries which report to the 
IMF have now risen from a mere $2 trillion (US) in 
2000 to more than $5 trillion (US) and rising today. 
The report suggests also that this does not include 40% 
of the “reserves” which are not accounted for, so the 
number is much higher. To quote Dennis Gartman from 
The Gartman Report: “This is going to unleash a large 
amount of capital back into the markets. Countries, in 

TTTIDBITSIDBITSIDBITS………   
♦ We recently sold 75 ft of bare R2 land in Bridgeland - 

subdividable into just 2 lots. The price? $725,000. It was 
a good buy. 

♦ We know of a 30 ft. R2 lot in Altadore that just sold for 
$400,000. 

♦ Active listings today over $1 million? Approx. 325. 

♦ Number of sales over $1 million this year to date = 210. 

♦ Just 2 years ago during same time frame? Only 57. 

♦ Number of sales over $1 million in last 30 days = 55 + 23 
more c/s. 

♦ Top price paid this year (MLS) = $$3,650,00 for a home 
on the Elbow River in Rideau Park. (Gee...maybe you 
should look at ours for just $780,000 after all!) 

♦ And...last but not least...if you were wondering what $1.9 
million will buy in Mount Royal these days, the answer is 
a 75 x 185 ft. lot. We’re told it’s a real nice one though! 



TTTHEHEHE B B BIGIGIG P P PICTUREICTUREICTURE.........   
Quite apart from our “Bubble Time” article on pg. 2, we do 
think it’s important for Alberta homeowners and investors 
alike to, every once in awhile, stand back, take a deep breath 
and contemplate “The Big Picture”. And, if you are like us, 
and are prone to worrying a lot, this exercise should be man-
datory and should be performed at least once a week if not 
more often! 

“What is this Big Picture”, you ask? Well, simply put, it is the 
probability of Alberta becoming the world’s 3rd largest pro-
ducer of oil in the world within the next 10 years or so. And, it 
is the probability or possibility (according to some) that the 
stuff is going to start becoming a bit more scarce in the fore-
seeable future and that, even if 
it is not scarce that it is going 
to be harder to produce and 
that prices will therefore trend 
higher. Some say, much higher. 

So then, what will 3 – 4 million 
barrels per day of crude pro-
duction mean to this prov-
ince…and this city? What will 
the addition of at least 
300,000 more families into the 
Calgary economy over the next 
10 years mean for our real es-
tate markets? Finally, what will 
sustained multi-billion dollar 
provincial government sur-
pluses mean to a population 
that, in 10 years, will still num-
ber less than 4 million souls? 

For our part we tend to believe 
that this probable influx of 
mega dollars and people into 
our province will, in the end, 

translate into much higher real estate prices. Why? Because if 
we are even only half right regarding the future, corporate 
profits and surpluses are going to balloon, which means sala-
ries (not to mention those lovely stock options!) will also bal-
loon and, when that occurs, the money will go looking for a 
home and, for most folks, that’s going to translate, at least 
initially, into newer and/or bigger and/or better houses. 

As to what could derail this scenario, a bursting of the bubble 
referred to by Mr. Grantham would do it, at least for a few 
years. So would a dramatic and sustained rise in inflation and 
interest rates. And then there is always that Black Swan we’ll 
call “The New Fuel” that everyone east of here is praying for 
but which never seems to be found. That would do it too. 

Cold Fusion, anyone? 

Crude Oil
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IIINTERESTNTERESTNTEREST R R RATEATEATE O O OUTLOOKUTLOOKUTLOOK.........   
As of today, the tug of war continues, with The U.S. Fed still 
on hold but (so they say) still worried about inflation due to 
the CPI being above 2 percent. Meanwhile, the bond markets 
seem to be leaning the other way, betting that the housing 
crunch will get worse. Having been through a housing 
“crunch” or two ourselves, we’ve 
learned one thing, and it is that hous-
ing markets are slow to change course 
and, if we go back to the last “big one” 
here, it took 3 years or so to bottom 
out and another 18 months or so to 
start moving back up. The U.S. how-
ever, has only been at it for 18 months 
so, if we had to bet, we’d say the down-
turn is not even close to being over. 
Moreover, we think it is widespread 
enough that it could impact other sec-
tors of the U.S. economy; retail for 
example and, if this occurs, The Fed 
will have no alternative but to lower 
short term rates. 

There are other factors too, such as the 

inverted yield curve which almost always precedes a reces-
sion and lower rates. Then there is the gajillion or more dol-
lars from China, The Middle East and elsewhere, not to men-
tion the other gajillion that’s been borrowed from the Bank of 
Japan at 0.25 percent; all of which are looking for a place to 
call home. In large part, that home has been found in the 
U.S. treasury market and, the more demand for treasuries 
the more downward pressure there is on rates. 

Timing for the start of rate cuts is hard 
to pinpoint but right now our best guess 
would be late this year (October?) or 
even Q1/Q2 of 2008 (see graphs). Why 
so long? Because escalating oil prices 
are going to put pressure on the con-
sumer price index and The Fed is on 
record as saying it wants CPI to be in a 
narrow range of between one & two 
percent. So, until higher oil prices work 
their way through the system, CPI will 
not come down – in fact, it could go up, 
therefore we don’t see any quick resolu-
tion as to the future di-
rection of interest 
rates. 

Yield Curve - G.O.C. Bonds
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Daily Listings & Sales (2007)
(Residential Detached)
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Weekly List/Sell Momentum Oscillator
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The weekly momentum chart above and this daily one 
of listing and sales activity pretty much speak for them-
selves and, right now, they say the market’s about to 
slow down. How much and for how long remain a mys-
tery but, experience tells us that, once momentum 
changes it takes a lot to turn things around so our guess 
would be that we’re headin’ into “next year” territory as 
far as future price gains are concerned. 



Average Monthly Residential Price
(combined data for houses & condos)
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Bubble time? We think so. 
But fear not...these things can last a lot longer and go 
a lot higher than anyone can imagine. But then again, 
as always, timing one’s exit is always the tricky bit 
so...let prudence and your bank account be your guide 
there. We think though that it’s not over yet...by a 
long shot. 
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We can remember, back in the old days, sittin’ around 
the campfire, and saying to each other that if interest 
rates ever got down to 10% why, everything would be 
alright & rosy again! Now, of course, we’re all scared 
to death that they might get up to 10 percent again! 



Weekly Price Reductions ('07 vs. '06 & '05)
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This chart shows how many listings have their 
prices reduced. It is yet another example of why we 
think the market will be slower this summer (and 
probably fall) than it has been in the last 2 years. 

Top 5% Price Differential
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We think this chart is real nice. It shows the differential be-
tween the top 5% of the market and the broad MLS residential 
average. When things get out of kilter, we look for the market 
to turn and clearly, in 1992 and again last year, the high end of 
the market was clearly out of sync with everything else. It is a 
“condition that rarely lasts for long and, as you can see, the 
market is clearly getting itself back into line at present, as the 
high end homes have come down and the so called average 
has gone up. And, while we have a bit more work to do in this 
regard, we would think the rebalancing is almost done. In 
other words, it’s almost time to buy the big ones again! Back to Index 


