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B.C. Urban Area Housing Starts
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B.C. housing starts drop sharply in June as
Vancouver -area apartment starts slow
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Labour shortages intensify, B.C. job vacancy
rate highest in the country
Non-residential permits up, but remains
subdued in May
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Fewer Metro Vancouver apartment starts
curtails provincial activity in June
B.C. housing starts sank in June, as a steep decline
in the Vancouver Census Metropolitan Areas (CMA)
offset gains elsewhere in the province. Total urbanB.C. starts fell to a seasonally-adjusted annualized
rate (SAAR) of 34,300 units, which was down 15 per
cent from the 40,600 unit pace in May. Year-over-year
starts fell 9.8 per cent.
Provincially, detached starts rose by a modest 4.4 per
cent to 9,700 SAAR, but fell nearly 10 per cent from
same-month 2017. Multi-family starts declined 21 per
cent on a month-to-month basis, to 24,600k units, and
but also fell 10 per cent from a year ago.
June’s pull-back was driven entirely by the Vancouver
CMA, which declined from a 26,500 pace in May
to 17,000 in June, due entirely to fewer multi-family
starts. While this was the lowest SAAR performance
since January 2017, substantial monthly volatility is the
norm. A bounce back in July would not surprise. That
said, the trend, while remaining elevated, has eased
from a near record pace in the fourth quarter. Capacity factors may be holding back new construction as
units under construction in the region remained near
a record high of 43,000 units, while construction times
are near 18 months, with apartment structures at 21
months. A slowdown in resale market activity and
pre-sale demand is unlikely to show up in construction figures until 2019. Current builds reflect previous
demand for new product.
Offsetting this drop were steady but elevated starts in
Kelowna at 3,500 SAAR, while Victoria posted a surge
in new construction of 5,900 SAAR, which was up
from 3,200 in May. Both markets have posted a rising
pace of starts in recent months following a slow start
to the year. Population growth, and strong employ-
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ment growth in the latter have contributed to elevated
construction trends in recent years.
Fewer June starts cut year-to-date growth to 2.8 per
cent from 6.2 per cent in May. Combined apartment
and townhome units were still six per cent higher than
the first half of 2017, reflecting a shift towards affordable condominium and townhome product as well as a
rise in rental construction. Vancouver CMA starts are
slightly higher than 2017 over the period, with Victoria
starts up 45 per cent. Starts in Kamloops were double
2017 levels, with strong gains also observed in Courtenay and Vernon. Kelowna CMA starts fell 30 per cent
through the first half, with Abbotsford-Mission down
more than 60 per cent due to fewer multi-family starts.
Inclusive of rural B.C., housing starts are forecast to
reach 42,000 units this year, marking a 3.5 per cent
decline from 2017. Levels ease below 40,000 units in
both 2019 and 2020 as tighter lending requirements
curtail activity.

Labour shortage persist in B.C. as job
vacancy rates remains highest in country
Recent employment estimates from Statistics Canada
have pointed to a decline in the number of people
working in B.C. in recent quarters. While it is natural to
attribute this erosion to a weaker demand environment
amidst signs of a slowing economy in the first quarter,
newly released job vacancy estimates point to growing
labour shortages which could be constraining hiring
and by extension, stifling growth in consumer demand.
During the first quarter, the number of vacant positions
in B.C. ballooned 35.7 per cent from same-quarter
2017 to reach 92,680 positions. This was the second
largest increase among provinces, trailing only Que1

bec at 37.3 per cent. The Lower Mainland-Southwest
saw the addition of 16,710 vacant positions (up
34 per cent) from the previous years, but the gain
lagged a 50 per cent increase on Vancouver Island
and the Northeast, and a 45 per cent increase in the
Thompson-Okanagan.
On a relative basis, B.C.’s job vacancy rate rose to
4.2 per cent during the quarter, up from 3.2 per cent a
year ago. This points to substantial labour shortages,
or a skills mismatch within the province following a
period of strong growth and hiring in recent years.
Comparatively, the national job vacancy rate was 2.9
per cent, with Ontario being the second highest and
aligned with the national rate.
Job vacancy rates in B.C. rose across all industries
over the past year. While caution is warranted due
to data quality, shortages are most evident in the
resource extraction (4.0 per cent); agriculture (10.7 per
cent); construction sectors (5.9 per cent); accommodations and foodservices (6.9 per cent; transportation
and warehousing (4.9 per cent); and arts, entertainment and recreation (4.1 per cent). Strong tourism
flows, record levels of housing under construction, and
broad strength in the economy is underpinning the
tight labour market environment. This environment has
triggered a rise in offered and realized wage rates.
Among economic regions, job vacancy rates were
highest in the Lower Mainland-Southwest, ThompsonOkanagan and the Northeast, at above four per cent.
These areas represented three of the four highest job
vacancy rates among Canadian economic regions.
The lowest rates were observed in the Cariboo (2.3
per cent), Kootenay, and North Coast and Nechako
regions at 2.8 per cent.
Despite erosion in estimated employment, high job
vacancy rates coupled with a low unemployment in
B.C. (near five per cent), point to a supply-constrained
labour market. Conditions are unlikely to loosen in
the near term unless negative shock in the broader
global economy erupts, such as a deep trade war. A
combination of higher wages to induce labour participation and population growth are needed to alleviate
pressure.

Private sector intentions lift building
permits in May
Non-residential building construction intentions partly
rebounded in May, following a sharp April retrenchment. Dollar-volume permits rose 15 per cent from
April to a seasonally-adjusted $327.8 million, but was
slightly lower on a year-over-year basis and below the
pace observed through much of the prior two quarters.
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B.C. Non-Residential Permit Volume
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A private sector rebound in both the commercial
and industrial permits was offset in part by a 19 per
cent drop in public-sector activity. After a weak April,
Kelowna permits jumped from $8.8 million to $31.2
million (up 250 per cent) to drive much of the growth.
Both Abbotsford-Mission and Vancouver posted
growth of four per cent, as Victoria slumped. Outside
the four metro areas, permit growth among other
municipalities was strong at 47 per cent.
Despite the two-month lull, non-resident permit
volume is running well ahead of the 2017 pace on a
year-to-date basis. Through May, activity was 13.1
per cent higher, led by a near 25 per cent increase in
commercial and industrial activity, while institutional
and government has declined 24 per cent.
Among metro areas, a jump in commercial activity has
lifted permits in the Vancouver Census Metropolitan
area by 14 per cent though five months. Commercial
gains have also driven a 47 per cent increase in
Abbotsford-Mission and an 11 per cent increase in
Kelowna. Victoria permits were down 24 per cent.
Aggregate permits outside the metro areas grew at a
stronger pace.
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Non-residential construction has been fueled by a
period of strong economic expansion in recent years,
industrial capacity constraints, and population growth.
As permits are a forward-looking indicator, growth
bodes well for a strong contribution to economic
growth from the building construction sector into 2019.
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