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Considering how trucker protests and political party leadership changes have dominated headlines
recently in Canada, you can be forgiven for failing to notice the other nonsense that’s been making the
rounds.

Given how much fresh nonsense there is on a daily basis, let me be more specific. | am talking about inflation
rates, central bankers and those boomers.

Sleepy central bankers?

Brazil’s economic minister Paulo Guedes said recently that Western central bankers are “sleeping at the
driving wheel” as economies slip deeper into a high-inflation environment.

Yes, prices are rising. This shouldn’t come as any great surprise, given all the money supply that’s been
pumped into the global economy by G7 to G20 countries over the past two years.

Central bankers are not stupid people. They may not, in hindsight, always make the best decisions, but | think
it's reasonable to assume they are keeping their collective eye on the ball and not leaving their economies on
autopilot.

This goes in hand with what federal governments, such as Canada and the U.S., are doing to stimulate
economic activity with infrastructure spending that, in many cases, was long overdue. (What timing, that

a four-lane bridge in Pittsburgh collapses just hours before U.S. President Joe Biden was scheduled to give a
speech in that city about his epic US$1.2 trillion infrastructure plan).

It's my belief central banks, and central governments (in North America, at least) are acting to stimulate
economic activity, with an eye to inflation. | often reference the inflation pressures we faced in the ‘80s and
the lessons learned there that will not soon be forgotten.


https://www.cnbc.com/2022/01/21/central-banks-asleep-at-the-wheel-as-inflation-spirals-brazils-guedes.html
https://pittsburgh.cbslocal.com/2022/01/29/frick-park-bridge-collapse-latest-updates/

Home-wrecking boomers?

Another recent story that had me calling bull came from Postmedia. It stitched together a variety of recent
real estate reports and other data to assert that baby boomers are breaking Canada’s real estate market by
choosing to age in place.

The fact is people have stayed in their family homes well into their senior years for a very long time. My
parents did it, and my grandparents, too. This is not new.

What has changed in recent decades is that life expectancy has risen, so people may be living longer, post-
retirement, than they did before. However, to say boomers are clogging the system is just not a sensible thing.

This Postmedia story also reported data from HomeEquity Bank, a major provider of reverse mortgage
products in Canada, that indicates homeowners are now carrying more than $5 billion worth of its reverse

mortgages, the largest amount ever.

Well, yeah —is this really surprising considering the target age group for this type of product is the largest that
it’s ever been?

There are still plenty of blanks to fill

What we might see, as | wrote last time, is a boom cycle over the next year (provided we are at last emerging
from this pandemic), akin to what we saw after the world wars of the previous century.

Which raises the question — what new pressures, challenges and opportunities will this raise for real estate of
any kind?

On that note, | found this recent story out of Halifax of particular interest, Investors make a fifth of home
purchases in Halifax, where real estate prices continue to soar. The story focuses on whether this is
contributing to soaring prices that are making it difficult for average would-be homebuyers to afford a home.
This is a fair question, not just in Halifax, but in inflated housing markets across the country.

On the other hand, | wouldn’t expect that an investor-buyer in a city like Halifax is purchasing, especially at an
inflated price, to then just let the property sit idle. So, while affordable housing stock for purchase may be
going down, the pool of available rental stock is going up.

But, what is driving these investor purchase decisions? Is it in some way the pandemic?

Will they then seek to gouge tenants? (But of course, they can only charge a rent the local market can bear.)

Uncertainty remains the only certainty

No one has a crystal ball.


https://ottawacitizen.com/news/canada/why-baby-boomers-are-breaking-the-real-estate-market-in-canada/wcm/23c5d3b9-4d17-41aa-8dbe-f49ee1ca5d28?utm_term=Autofeed&amp;utm_medium=Social&amp;utm_source=Twitter
https://www.cbc.ca/news/canada/nova-scotia/nova-scotia-real-estate-home-prices-investors-bank-of-canada-1.6330903#:%7E:text=90-,New%20research%20from%20the%20Bank%20of%20Canada%20shows%20investors%20account,for%20some%20would%2Dbe%20homeowners.&text=All%2Dcash%20home%20purchases%20are%20not%20part%20of%20the%20accounting.
https://www.cbc.ca/news/canada/nova-scotia/nova-scotia-real-estate-home-prices-investors-bank-of-canada-1.6330903#:%7E:text=90-,New%20research%20from%20the%20Bank%20of%20Canada%20shows%20investors%20account,for%20some%20would%2Dbe%20homeowners.&text=All%2Dcash%20home%20purchases%20are%20not%20part%20of%20the%20accounting.

Acting with prudent caution — whether the actor is a real estate investor or a central banker — should not be
taken as evidence of being asleep at the wheel. The pandemic has shown us just how tricky it can be to track
the safe line between disaster and opportunity.

For example, | recently spoke with someone who works with a national electrical supply company. They

expected the pandemic to be disastrous for them. Instead, the surprising surge in home-building and
renovation activity made for their two strongest years ever.

All we can say with confidence is the state of things today will not be our tomorrow. Where some areas of the
economy remain notably strong, for others, treading carefully remains the wisest course.

The situation remains too volatile to be drawing hard conclusions about the cause that may lie behind the
effect.

To discuss this or any valuation topic in the context of your property, please contact me
at jclark@regionalgroup.com. | am always interested in your feedback and suggestions for future articles.
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