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HIGHLIGHTS:

e Of the condominiums purchased in 2015 and
2016, 11% had been resold by January 1, 2019.

e The resale price was equal to or less than the
purchase price in 26% of short-term resales.

e Owners who sold their properties after a short
ownership period made median gains of 5.2% on
the resale price relative to the purchase price.

e The median return on sales following short
ownership periods reached +6.1% in the Montréal
CMA during the period analyzed.

hould linvestin real estate? This is a question that

many have probably already asked themselves

and that others are still contemplating. Many
factors can have an impact on resale value and
should be considered when purchasing property. This
report focuses on condominiums purchased in 2015
and 2016 that were resold prior to January 1, 2019.
To be included in the analysis, 120 days had to elapse
between the date of purchase and the resale.

According to the acts published in the Quebec Land
Register and compiled by JLR, an Equifax company
(including sales by real estate brokers, between
individuals, and new builds), from January 1, 2015, to
December 31,2016, inclusively, 57,127 condominiums
changed hands across the province for an amount
greater than $80,000. Among these, and based on
established criteria, 6,336 (11%) were resold prior
to 2019. The average time between two transactions
was 780 days, or just over two years. The remainder
of this report focuses on properties that were resold
following short possession times during the period
analyzed.

OVERVIEW OF RESALES

Among the properties analyzed, the median variation
between the purchase and resale price was +5.2%,
which was greater than inflation levels during the
period analyzed'. The majority of owners who sold
their condominiums after a short ownership period did
so by selling their property at a higher price than they
originally paid. Almost half of them (49%) made profits
of over 5% and a fifth were able to get over 20% more
than the purchase price. However, of the 6,336 resales,
1,620 (26%) units were resold for an amount equal to or
less than the purchase price.

Chart 1: Sales Distribution by Percentage Gain or Loss upon Resale
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'From 2015 to 2018, the average annual inflation rate was 1.17%.
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There are several factors that can influence gains or
loss of value between transactions: renovation work,
location and neighborhood and market conditions
are just a few examples. The changes calculated in this
analysis do not account for transfer tax, notary fees,
brokerage fees, mortgage insurance premiums and
other upfront costs, if applicable. As a result, if the down
payment paid by the seller at the time of the purchase
is small, it is possible, given the other fees owing, that
the transaction may not allow them to pay off the entire
mortgage. Such scenarios can arise when the resale
amount is similar to or less than the purchase price.

THE IMPACT OF A FORECLOSURE ON GAINS OR
LOSSES WHEN RESELLING

When a property is seized and a creditor makes the
sale, the amount of the transaction is generally less
than the amount originally paid at the time of purchase.
Of the sale-resale pairs analyzed, 117 condominiums
had been seized at the time of resale, which was just
under 2% of the total transactions analyzed. Among
these, almost 90% were sold at a loss. Moreover, these
units accounted for one third of all resales at a loss of
over 10%.

On the other hand, most condominiums that were
initially purchased in 2015 and 2016 following foreclo-
sures were sold for a profit. In fact, the median price
change among these pairs was +19%.

RESALES OF NEW AND OLD CONDOMINIUMS

Just over one third of short-term sales involved condos
that were new at the time of the original purchase. In
these cases, the median price change was +5.3%,
or 0.2 percentage points higher than for the sale of
“older” condominiums. However, there were fewer
losses for sales of condominiums that were not new at
the time of the initial purchase. In fact, 18% of these
condos were sold at a loss, compared to 23% for sales
of units that were new at the time of purchase. Big
losses or gains are more common for the sale of new
properties, because once a unit is built, its perceived
value may change relative to the value that was attri-
buted to it on plan. Some factors, such as noise in the
surrounding environment, often only become apparent
once the unit has been completed and occupied.

For example, when the surrounding environment is
noisier than the buyer initially anticipated (proximity
to a highway, heavy traffic around the building, nearby
construction, etc.) the resale value may be slightly
lower than the purchase price. In other cases, buyers
may sometimes encounter unfortunate surprises with
regard to the expected size of the unit compared to
its actual size upon completion. This can also have a
negative impact on resale prices. In contrast, the quality
of construction, development of new parks near condo-
minium towers and improvements in nearby public
transit services are three examples among others that
can have a positive impact on resale prices.

THE MONTREAL CMA

Over 70% of the province's condominium inventory
is located in the Montréal CMA. In 2017 and 2018,
condominium sales in this territory respectively
accounted for 77% and 78% of condominium
purchases in the province. Since 2016, the condo
market has been taking off in the greater metropo-
litan area, recording each year strong growth in sales
figures, as well as price increases. As a result, it is not
surprising that during the period analyzed, 74% of
short-term sales were made in this sector. The median
return on sales following a short ownership period was
+6.1% in the Montréal CMA. Condominium prices tend
to increase more rapidly as you get closer to the city
centre. As such, for the Island of Montréal alone, the
median gain was 9.3%.

Although the condominium sector has been robust in
the Montréal CMA in recent years, 1,085 (22%) owners
still sold their condominiums for an amount less than or
equal to the purchase price following a short ownership
period. Of these, 65% owned a condominium outside
of the Island of Montréal.
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THE QUEBEC CMA

The scenario in the Québec CMA was very diffe-
rent than that in Montréal. In this sector, the median
return was + 1.8%, lagging far behind Montréal and
provincial averages, and the inflation rate during the
period analyzed. The condo market in the metropo-
litan area of Québec has seen a downturn in recent
years, due in part to excessive construction of this
type of dwelling from 2010 to 2012. This resulted in a
significant number of new condominiums remaining
unsold in subsequentyears, which limited price growth.
This effect was still being felt in terms of median profits
during the period under analysis. In spite of this,
the condominium market in the Québec CMA has
produced far more positive numbers since the start of
the year, an encouraging sign for owners in the area.

Of the 510 homeowners who acquired a condominium
in 2015 or 2016 and then resold it before 2019, 222
(44%) received an amount less than or equal to the
purchase price following aresale after a short ownership
period. One quarter of homeowners made gains of 1 to
5% and one third made over 5%.

CHANGES IN SHORT-TERM RESALES

A similar study published by JLR in April 2018 analyzed
pairs of condo transactions for units purchased
in 2014 and 2015 and then resold prior to 2018. At that
time, the average time between two transactions was
791 days and the median return was + 3.5%, whichis 1.7
percentage points below the median gains reported
at the beginning of this report. Given the size of the
condominium market in the Montréal CMA compared
to the rest of the province, along with its strong
performance over the last two years, this sector has
contributed significantly to the increase in median
returns. Finally, while the Montréal CMA carries a lot
of weight in terms of provincial statistics, the overall
picture has revealed that condominiums purchased
across the province in 2017 and 2018 were acquired
within a backdrop of rising prices, which affected many
regions around Quebec.

CONCLUSION

Since the beginning of the year, the condominium
market has continued to be robust across the province,
with several regions posting gains in the number of
sales and prices. In this context, owners seeking to
resell their condominiums will likely be able to sell
for more than they initially paid. That being said, the
returns that households can expect will vary depending
on the region and condition of the condo. In short, if
a household wishes to purchase a property for a short
period of time, it should analyze the overall situation in
order to accurately assess the pros and cons, since the
risk of reselling at loss is still present, especially given all
the upfront costs that were not included in this analysis.

METHODOLOGICAL NOTE

The data used was collected by JLR from the Quebec
Land Register (including the sales made with or without
a broker). To obtain representative statistics of the real
estate market, some data among sales were eliminated
for the statistic calculation. Thus, sales with a transaction
value of less than $80,000, tied selling, undivided sales
and multiple sales were not included in the statistics
reported in this publication.

FOR MORE DETAILS

You wish to get specific data for your area? Contact us
to get a personalized study !

Check the Real Estate Radar for more information on
sales, bad debts and the socio-demographic profile
of your sector.

Consult JLR publications at this address:
solutions.jlr.ca/publications/prime-studies
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ABOUT JLR

JLR's mission is to provide financial institutions,
government agencies, private companies and
real estate professionals with information about a
property or a sector. JLR thus allows to analyze the
market, to evaluate a property, to manage a real
estate portfolio, to prevent the risk and to reach a
target clientele.

LEGAL NOTICE

This document / paper is published by JLR inc.
JLR authorizes any reasonable use of the content
of this document. This paper is for informational
purposes only and is not legal advice and should
not be used, or interpreted, as legal advice.
The information is provided as is without any
representation, warranty or guarantee of any
kind, whether express or implied. JLR inc. will not
under any circumstances be liable to you or to
any other person for any loss or damage arising
from, connected with, or relating to the use of this
presentation by you or any other person. Users of
this informational presentation should consult with
their own lawyer for legal advice.

TERMS OF USE

No use of JLR's name, logo or other official trade-
marks is authorized unless JLR has given prior written
consent. Whenever the content of a JLR document
is used, reproduced or transmitted, including statis-
tical data, the source should be indicated as follows:
“Source: JLR.ca"” or, as appropriate, "Adaptation of
data from JLR.ca".
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