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Still Hot Market

The Toronto Real Estate Board reported that 4,353 existing homes traded hands
during the first two weeks of March, up 70 per cent from the same time last year,
when the market was in recession.

"Very strong demand continues to dominate, lifting sales of existing homes to
all-time highs ... yet keen buyer interest has largely failed to attract more sellers,
resulting in a dearth of homes available for sale," said Royal Bank of Canada

senior economist Robert Hogue.

Sales were also strong enough to break the mid-month peak set in March of 2006
by 16 per cent, according to the board. The average price for mid-month
transactions was $440,153, up 20 per cent over last year.

Some good news for buyers: New listings increased by 34 per cent over last year.
"Look for double-digit price increases to cease later in 2010, as new listings
rebound from the low levels experienced in 2009," said Jason Mercer, TREB's
senior manager of market analysis. "Increased listings will give buyers more

choice, resulting in less upward pressure on home prices."

Higher sales prices in the fourth quarter of 2009 also eroded
affordability for Canadians. "Red-hot home resale activity and strong prices across
Canada made it more difficult to own a home for a typical household," the Royal
Bank said in a report. Strong sales in cities such as Toronto have hurt
affordability.

"The resulting price increases have caused affordability to slip,
suggesting that stress is starting to build in the Toronto market," said RBC's Hogue.

It now takes 58.4 per cent of pre-tax income to service a mortgage on a two-storey

house, compared with long-term averages of 53.7 per cent, according to the bank.

Affordability is expected to drop further with the expected rise in interest rates later
this year, the bank said.
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If you're planning on making a foray into the
market this year, now could be the time to
undertake improvements, which, if carefully
planned, can increase the value of your home
considerably. Most of us know that kitchens,
bathrooms and a fresh coat of paint inside and
out, offer the best return on investment.
According to the Appraisal Institute of Canada,
you can expect to get back 75 per cent to 100
per cent of what you put into kitchens and
bathrooms. Painting can return 50 per cent to
100 per cent of your investment. While these
are typically low-risk investments, a number of
factors can influence the gains you achieve
with other types of renovations.

Location is one such consideration. The
completion of a basement recreation room for
example, can generally return 50 per cent to
75 per cent of expenses, depending on the
preferences of future buyers in your area. In a
predominantly seniors' community, its value
could be considerably limited. It is also
important to consider your home's most
crucial needs. Window and door replacement
may offer a return of 50 per cent to 75 per cent,
but if your existing units are broken, this home
improvement should take priority on your
project list. Where glaring needs are
concerned, the value associated with your
home's overall impression outweighs specific
project returns.

When deciding whether to proceed with
functional renovations though, it's also
important to consider that significant
government rebates are available for many
energy efficiency improvements.

There are some improvements that we
undertake simply for our own enjoyment, like a
swimming pool, from which you can get back
up to 40 per cent of your investment or
landscaping, which is likely to offer a 25 per
cent to 50 per cent return. Despite the limited
gains they may offer individually, these types
of improvements can also make an important
contribution to your property's overall image.

Consider, as well, that not all of your
renovations need to be sizable. Even minor
improvements like new light fixtures, cabinet
hardware or faucets can give your home a
contemporary look.
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Rates. Where are they headed?

The Bank of Canada should start hiking rates sharply, and soon, a new report by think tank C.D. Howe suggest. In a
report for the group, economist Michael Parkin argues that Canada's central bank should maintain its commitment to hold
steady on rates until June, but then implement a 50 basis point hike at every six-week meeting starting in July and
continuing through until mid-2011.

That would boost the key overnight lending rate from its current rock-bottom 0.25 per cent to 4.25 per cent by the middle
of next year, assuming eight increases. The Bank of Canada is set to release its latest decision on interest rates next
Tuesday. The bank has repeatedly conditionally committed to keep rates at the current emergency low levels until the
summer, barring any unexpected pick-up in inflation.

But the question remains how soon and how fast the central bank should tighten monetary policy after that. In Parkin's view,
the Bank of Canada will have to move aggressively. "While the bank might want to raise the overnight rate more slowly
than 50 basis points at every announcement date, doing so would keep the real overnight rate negative through a period
in which the economy is returning to normal and run a serious risk of leading to excess demand and rising inflation
expectations in 2012 and 2013," he wrote. “Raising the overnight rate to slow growth of the monetary base and the
narrow monetary aggregates is crucial to holding the line on inflation as the recovery picks up steam in 2011 and beyond.”

The Bank of Canada has given no firm indication on when or how fast it's likely to move on the interest rate front. But
whether or not it chooses to adopt an aggressive path, Parkin argues that the bank should provide more explicit guidance
to "help shape market expectations and avoid surprises that disrupt financial markets, output, and employment."

Some observers have predicted the central bank will hold off on any rate hikes until 2011. "Unless the bank wants to be
pre-emptive — highly unlikely when it acknowledges in its economic outlook [in January] that 'the recovery continues to
depend on exceptional monetary and fiscal stimulus' and that ‘'the overall risks to its inflation
projection are tilted slightly to the downside' — then to raise rates before the middle part of 2011 would be totally
inconsistent with its current forecast," Gluskin Sheff chief strategist Dave Rosenberg wrote in an op-ed piece in January.
Canada's annual inflation rate shot up half a percentage point to 1.9 per cent in January, the largest increase in more than
a year, Statistics Canada reported last week. Core inflation rose to two per cent. The Bank of Canada said in January it
expects the country's economy to grow by 2.9 per cent this year and 3.5 per cent in 2011.

OF THE MONTH
o
= Spring Cleaning Time!

It is that time again, with the time change and the (mostly)

warmer weather we have much more sunshine coming into our homes. Now is the
fime to think about cleaning your windows inside and out, and perhaps cleaning
your drapes and or blinds. It will not be long before we are opening our windows to
let the fresh air in, so additionally if you have screens make sure to clean them as
well.
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