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Summary
The  Canadian  housing  market  in  2026  is  characterized  by  a  period  of  cautious  and  uneven  adjustment,  marked  by
stabilized interest rates but persistent challenges in supply, demand, and affordability. The Bank of Canada's policy rate
is expected to hold steady at 2.25% for most of the year, providing a stable but still elevated borrowing cost environment
compared  to  the  pre-2022  period  [Source  2].  Nationally,  markets  are  experiencing  a  "slow melt"  with  declining  sales,
prices,  and  listings  as  of  early  2026,  indicating  weak  demand  and  buyer  hesitancy  despite  the  end  of  the  rate-hiking
cycle [Source 4].

Regional  differences  are  the  dominant  story.  Ontario  and  British  Columbia  are  undergoing  a  significant  "reset,"
particularly in the high-rise condominium sector, where pre-sales have stalled, development pipelines are slowing, and
project cancellations threaten future supply [Source 3, Source 5].  In contrast,  Alberta and Atlantic Canada show more
resilience due to better relative affordability and differing development models, though growth is cooling [Source 3]. For
buyers,  2026 presents  a  complex landscape:  increased selection and softer  prices in  major  markets  like  Toronto  and
Vancouver  offer  opportunity,  but  high  carrying  costs,  economic  uncertainty,  and  a  thinning  long-term  supply  pipeline
necessitate caution.

Key Findings
1. Interest rates have stabilized at 2.25%.** The Bank of Canada has held its policy rate steady since October 2025, with
a  high  probability  of  maintaining  this  level  through  most  of  2026  to  support  economic  adjustment  while  controlling
inflation [Source 2].

2.  National  market  activity  is  soft  in  early  2026.**  As of  February  2026,  national  home sales,  prices,  and new listings
were all declining month-over-month and year-over-year, describing a "slow melt" rather than a sharp correction [Source
4].

3. A severe supply-side reset is underway in Ontario and B.C.** High development costs, stalled pre-sales, and project
cancellations are leading to a sharp decline in housing starts,  particularly for  condominiums. This creates a mismatch
between a short-term surplus of completions and a dangerously thinning long-term pipeline [Source 3, Source 5].

4. Regional performance is highly divergent.** Alberta is cooling from a stronger base with durable population growth,
while  Atlantic  Canada's  reliance  on  smaller  mid-rise  projects  offers  an  alternative,  more  stable  development  path.
Quebec faces downside risks from softer population growth [Source 3].

5.  Housing starts data shows volatility  and underlying weakness.**  While February 2026 saw a monthly increase to a
250,900-unit annualized rate, the six-month trend is flat. The CMHC Deputy Chief Economist cites "heightened business
uncertainty and construction costs" as near-term weights on construction [Source 7].

6.  Demand  is  suppressed  by  macroeconomic  and  demographic  factors.**  Slower  population  growth,  labour  market
softness (e.g., in B.C.), and broader trade uncertainty (e.g., CUSMA review in June 2026) are keeping buyer demand in
check [Source 1, Source 2, Source 4].

7.  The  condo  and  investor  segment  faces  distinct  challenges.**  Toronto  condo  starts  are  at  their  lowest  since  1996,



indicating a major pullback by investors and developers [Source 2].

Analysis
**Conflicting Viewpoints and Evidence:**
The central tension in the 2026 outlook is between **short-term market softness** and **long-term supply shortages**.
On one side, data on sales, prices, and listings clearly shows a cooling market with increased supply in the resale and
recent completion segments [Source 4, Source 5]. This supports a narrative of a "buyer's market" in the near term, with
more choice and less pressure.

On the other side, data on **housing starts, project cancellations, and development feasibility** paints a worrying picture
for the medium term. Sources 3 and 5 detail how current starts are falling, and the pipeline for future units (particularly
purpose-built rental and condos in major markets) is eroding due to financial unviability. Source 7's housing starts data,
while showing monthly volatility, confirms a flat trend and cites persistent business uncertainty.

**Underlying Trends:**
1.   **The  End  of  the  "Pre-Sale"  Model  in  Major  Markets:**  Ontario  and  B.C.'s  reliance  on  pre-sales  to  finance  large
high-rise projects is breaking down under higher costs and weaker investor demand, forcing a fundamental reset in how
projects are funded and built [Source 3].
2.   **Regional  Decoupling:**  National  averages  are  becoming  less  meaningful.  Markets  are  diverging  based  on  local
fundamentals: affordability (helping Alberta), demographic trends (hurting Quebec), and development model (stabilizing
Atlantic Canada) [Source 3].
3.  **Policy Rate Impact Diminishing:** The Bank of Canada's rate cuts in 2025 did not unleash pent-up demand in early
2026 [Source 4].  This  suggests  other  factors—economic  uncertainty,  high  absolute  price  levels,  and tighter  mortgage
qualifications—are now the primary constraints on buyers.
4.  **The "Cost-Push" Squeeze on Supply:** Even where demand exists, construction is being choked by rising costs for
labour,  materials,  and  financing,  making  new  projects  unfeasible  at  current  rent  and  price  expectations  [Source  5,
Source 7].

Predictions
**What is likely to happen next?**
1.  **Prices will remain under moderate pressure in H1 2026,** particularly in Ontario and B.C., but declines are likely to
be gradual ("slow melt") rather than precipitous.
2.  **The rental market in major cities will soften temporarily** due to the record wave of completions, leading to higher
vacancies and slower rent growth, before tightening again as the starts decline filters through [Source 5].
3.   **The buyer's  market  window will  be  narrow and region-specific.**  Increased selection  in  major  urban  centres  will
benefit  well-qualified  buyers,  but  the  opportunity  may  close  as  the  inventory  of  new completions  is  absorbed  and  the
supply pipeline empties.
4.  **Alberta and parts of Atlantic Canada will outperform** the national average in price stability and sales activity due to
their relative affordability and demographic support [Source 3].

**Key Uncertainties:**
1.  **Trade Policy:** The outcome of the CUSMA review in June 2026 and broader global trade volatility could impact
business investment and economic confidence, affecting housing demand [Source 2, Source 4].



2.   **Bank  of  Canada  Policy:**  While  rates  are  expected  to  hold,  any  unexpected  shift  due  to  inflation  or  economic
strength (e.g.,  a hike as forecast by Scotiabank) would immediately impact market sentiment and affordability [Source
2].
3.   **Government  Intervention:**  New federal  or  provincial  policies aimed at  stimulating construction or  demand could
alter the current trajectory.

**Confidence Rating: Medium-High**

The  confidence  rating  is  **Medium-High**  because  the  core  trends—interest  rate  stability,  the  regional  reset  in
Ontario/B.C., and the divergence in regional performance—are strongly evidenced across multiple authoritative sources
(CMHC, Altus Group, CREA data). The predictions on near-term price softness and a thinning supply pipeline are logical
extensions of these documented trends. The "medium" qualification reflects the significant uncertainty posed by external
macroeconomic factors (trade, global  events) and the unpredictable timing of  when the long-term supply shortage will
begin to overtake short-term surplus in influencing prices.
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