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CHBA Gains Some Fixes on New Mortgage Rules 
Earlier this month, Finance Minister Bill Morneau announced a number of changes to mortgage insurance rules that 
will require borrowers to meet more demanding qualification standards. CHBA is concerned that the new rules go too 
far, and that they will harm markets that are already challenged while doing nothing to address the ongoing supply 
pressures evident in stronger markets. In particular, CHBA is concerned about how the changes will affect first-time 
homebuyers working hard to achieve home ownership and that key element of being part of the middle-class.  
 
In addition to these broader impacts, CHBA found that, in their initial form, the new rules failed to adequately address 
the status of existing buyers with signed deals for homes to be delivered many months or years in the future. CHBA 
made these immediate concerns clear to the Department of Finance. 
 
The Department listened on the existing deal front and an updated Technical Backgrounder was released by the 
Department with a number of important changes: 

• The effective date for high-ratio mortgages was moved from October 3rd to October 17th. This means that 
any home buyer who signed a purchase agreement prior to October 17th will be subject to the previous rules, 
where a stress test is not required if the buyer opts for a five-year, fixed-rate mortgage. In such cases, the 
actual contracted mortgage rate would be used for the stress test, as had been the case prior to the Minister’s 
announcement. This exemption does not have an end-date, so any purchase agreements in place prior to 
October 17th are protected from the new rules. 

• Homeowners with an existing high-ratio insured mortgage, including those renewing or transferring their 
mortgage to another lender, are now not affected by the new rules, as high-ratio mortgage insurance spans 
the life of the mortgage. They will be qualified under the ‘old’ rules. 

• For low-ratio mortgages where the lender (not the borrower) seeks portfolio insurance, the new rules now 
exempt mortgages where there was a legally binding agreement of purchase and sale in place prior to 
October 17th, for the property against which the loan is secured. So these home buyers should not be affected 
by the new rules, including stress testing. 

• There is also a similar exemption where a mortgage insurance application was received; or, the lender made 
the loan or made a legally binding commitment to make the loan; or, the borrower entered into a legally 
binding agreement of purchase and sale for the property against which the loan is secured during the period 
beginning on October 17, 2016 and ending on November 29, 2016, provided that the loan is funded (the deal 
closes) before May 1, 2017. 

 
It is good that the federal government acted on CHBA’s advice and made these corrections. However, this does not 
address the larger problems these new rules are likely to cause by locking even more first-time buyers out of home 
ownership and potentially undermining the stability of many housing markets across Canada. CHBA continues to 
engage the government accordingly. 
 

Unprecedented: Government Orders Trade Tribunal to Consider Impact of 
Duty on Economy and Users 
Three-level Association coordination on advocacy to 
address the drywall duty has led to unprecedented 
government action to accelerate the review process. 
The federal cabinet has issued an Order in Council, 
recommended by the Minister of Finance, that the 
Canadian International Trade Tribunal expedite its 
review of whether the imposition of duties on drywall 
imports “is contrary to Canada’s economic, trade or commercial interests, and specifically whether such an imposition 
has or would have the effect of substantially reducing competition in those markets or causing  
 
 

October 2016 



2 
 

 
 
 
significant harm to consumers of those goods or to businesses who use them.”  This review, which was unlikely to 
have started until sometime in 2017, will now start immediately. 
 
As the MP François-Phillipe Champagne, Parliamentary Secretary to the Minister of Finance tweeted: “We listened 
and acted in the best interests of Canadians @CHBANational #housing.” The Association at all levels and many 
engaged members came together to help make this happen—thanks to all who have gotten involved, and stay tuned 
as the process must still unfold. 
 
While this measure does not remove the tariffs, it will to speed up consideration of whether the tariffs are in the 
public interest. This is a very positive (and unprecedented) move by the government, and opens the door to 
considering industry concerns about the impact duties will have on builders, renovators and drywall contractors who 
already have fixed-price contracts and sales agreements. The Tribunal must report back to the cabinet on market and 
consumer impacts by January 4th, the same day it issues its final determination on the duties. 
 
CHBA continues to prepare its submission to the Tribunal, which has become all the more significant due to this move 
by the government.  
 

Seeking Innovation in Canada’s National Housing Strategy 
CHBA has released its formal submission to the federal government’s National Housing Strategy consultation process. 
The document, “Toward a Comprehensive, Sustainable National Housing Strategy,” includes a wide range of 
recommendations for improving housing access and affordability for all Canadians. This report follows a companion 
submission by CHBA earlier that focused specifically on Housing Markets and Affordability. 
 
“Development of a national strategy on housing represents a tremendous opportunity to harness both public- and 
private-sector resources to ensure Canadians remain among the best-housed people in the world. To succeed, we will 
need extensive collaboration between governments, NGOs, and the private sector, and new and innovative 
approaches,” noted Kevin Lee, CHBA CEO.  
 
“CHBA believes the strategy must address the housing needs of all Canadians, and support all types of housing tenure, 
from support for those in housing need, to improved housing affordability for the 94% of Canadians who rely on 
market-based housing,” Lee stated.  The CHBA report lays out a broad range of recommendations that focus on 
improving the effectiveness of social housing initiatives, boosting the supply of new market-based rental housing, and 
improving housing affordability for the middle-class and those working hard to join it. To access the report, visit 
www.chba.ca and the “Housing in Canada: The Government Role” section to access CHBA’s submission. 
 

CHBA Participates in Public Policy Forum on Accelerating Economic Growth  
Policy leaders from the federal government, academia, and the private sector convened in Ottawa this month to 
discuss how to get beyond 2 percent annual growth, the role of innovation and investment, and the country’s 
prospects ahead of the government’s fall economic update. Participants included: Innovation, Science and Economic 
Development Minister, Navdeep Bains; Governor General David Johnston; and Finance Minister Bill Morneau. 
 
CHBA CEO Kevin Lee participated in this event, and took the opportunity to express industry concerns and question 
Minister Morneau on the regional economic impacts of the new mortgage rules announced earlier in October.  
 

CHBA Consulted on Employment Insurance 
In late September, CHBA was a key player at the Employment 
Insurance Commissioner’s Employer Forum and engaged with the 
Commissioner, two Ministers, two MP/Parliamentary Secretaries, and 
several senior government officials regarding Employment Insurance 
and related programming and federal/provincial labour market 
transfer agreements. CHBA stressed the importance of keeping 
Employment Insurance rates as low as possible and supporting 
employer-directed training. The Association also urged the federal 
government to extend the Small Business Job Credit, which is 
scheduled to expire at the end of the year. Follow-up discussions are 
ongoing. 
 
 

Parliamentary Secretaries Roger Cuszner (MP 

from N.S.) Terry Duguid (MP from Man.), Minister 

Qualtrough (MP from B.C.), Commissioner 

Andrew, CHBA CEO Kevin Lee 

 

http://www.chba.ca/
http://www.chba.ca/CHBA/HousingCanada/The_Government_Role/CHBA/Housing_in_Canada/The_Government_Role/Government_Role_Home.aspx?hkey=e86b33a9-6a42-435f-8a47-709a4e8a6340
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In its latest Monetary Policy Report the Bank of Canada lowered its GDP forecast in response to persistent weak 
performance in the economy. The Bank now expects growth in the Canadian economy to increase from 1.1% this year 
to about 2.0% in 2017 and 2018.  
 
Governor Poloz noted that the Bank has shifted its long-range interpretation of weak exports to be structural, rather 
than cyclical, meaning the acceptance of a “new normal” in the level of global demand for Canadian products. 
 
The BoC’s forecast also incorporated the federal government’s recent move regarding mortgage markets. While the 
Bank supports the federal government’s move to restrict mortgage insurance further, it also acknowledges the impact 
that the new restrictions will have on short-term growth and the risks that weaker household spending will pose. 
Although the effect is very uncertain, the Bank has incorporated a shock of minus 0.3% on the economy by the end of 
2018 as a result of this measure. 
 
The question is whether exports or business investment can pick up the slack in the economy. 
 
TD Bank is predicting that the country will run a deficit of $34 billion in the current fiscal year, almost $5 billion more 
than forecast in the government’s March budget. Over the next five years, TD expects the government deficit to track 
$16 billion more than currently forecast. 
 

Family-Friendly Housing 

   
The challenges CHBA has been 
raising in relation to 
affordability for Millennials, 
immigrants and first-time 
buyers remain to be addressed, 
especially in relation to families 
with young children. 
 
Although not as prominent as 
the discussions surrounding 
access to low-cost financing and 
the influence of foreign buyers, 
the issue of housing supply — 
particularly in response to 
growing numbers of children 
being born in many urban 
centres — is a key factor in 
decreasing affordability. This is 
especially the case because 
ground-oriented housing is 
being produced at much lower 
rates than in the past, with 
resultant impacts on house 
prices. 
 
The need for family-friendly housing isn’t limited to production of single/semi/row homes either; it also means 
“family-sized” condominiums and for-purpose rental units need to be available for families who want them. 
 
There is a significant current family-friendly housing crunch that will continue through at least 2021, as the “echo 
generation” — including Millennials — form new households and begin having children. 
 


