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The HST Myth and Real Estate in BC
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July 1st has come and gone and the world did not end for real estate in BC.  I don’t believe the Harmonized Sales Tax itself affects most real estate transactions the way the media would have the public believe. However, I do believe the misinformation and fear of the restructured consumption tax has contributed to the current change in the market because consumer confidence has declined somewhat. 
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To be clear - HST is ONLY applicable to new construction or subdivision properties by a developer in exactly the same circumstances as GST was applicable before.  HST is NOT APPLICABLE to resale homes or to a lot being sold by the private property owner.  

Don’t forget, HST is subject to a scale of rebates to the consumer and transitional PST rebates to the developer/builder designed to adjust the final cost to the buyer to the same or better under GST.
Commissions paid for real estate services is subject to HST as GST was applied before July 1, 2010.

So, if HST really hasn’t had an effect on home prices, why is the market slower than 2009?  Overall economic recovery is not a brisk as hoped for and much of 2009 activity was from pent up demand from the reluctance to make any move during the economic crises of 2008.  Clearly the unexpectedly brisk market in 2009 pushed prices up and brought lots of inventory with high expectations of price through the early months of 2010.  This increase in inventory allows buyers more time to make a choice and there are more homes to choose from – this leads to longer days on the market and more negotiated offers resulting in better value sale prices because Buyers are not under the same pressure. In other words, we are experiencing “a normal market”.
Interest rates are still near historic lows so it’s still a good time to purchase real estate and there is still a great market for well-priced homes offering good value as more and more “boomers” become empty-nesters and move to Victoria from the rest of the country.
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