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Expect Increases This Year  
 
Now more than a year into the global COVID-19 pandemic, we have enough data to 
estimate reconstruction cost changes for 2021 and beyond.  
 
The results are not what you might have originally expected during a global pandemic: 
Normac’s research shows that all regions of Canada can expect residential construction 
cost increases that outpace those of recent years or standard inflation.
 

 
 
 
 
 
 
 
 
 
 

 
Residential building construction will see the highest increases in three years, with a 
national average of more than 11%. At the top of that list is wood frame construction, 
with townhome properties seeing particularly high year-over-year increases. Calgary has 
recorded the highest gains for residential buildings while Ottawa has shown the highest 
gains for non-residential buildings. For residential construction specifically, Toronto, 
Ottawa, and Edmonton are all forecasted to have increases above the national average in 
the following months and year. 

The main causes for the large increases are the cost of lumber and an increased demand 
for housing, most of which can be traced back to the impacts of COVID-19. Other factors 
such as higher demolition costs and more planned infrastructure projects will also 
contribute to the rising cost of construction in Canada.

Total Insurable Value increases will  
vary from 6% - 16% in 2021.
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Delays Caused by COVID-19
In March of 2020, the rampant spread of the novel coronavirus caused much of the  
world to shut down. Although an essential service, building construction was temporarily 
stopped in the first quarter of 2020. Productivity on worksite slowed as physical 
distancing measures and increased health and safety policies came into practice. 
Additional slowdowns were caused by continued disruptions to supply chains and 
materials shortages.
 
In spite of this, after businesses successfully implemented work from home policies 
and safety protocols, construction picked up significantly in the latter half of 2020 to 
catch up and in an effort to meet increased demand. However, scheduling inefficiencies 
and reduced worker densities across the country continue to disrupt construction 
productivity, causing costs to increase.

Demand for Housing  
Despite an initial economic downturn in Q1 and Q2 of 2020, the demand for residential 
construction in Canada remained high. By the fourth quarter of 2020, the total value of 
building permits increased by more than 9% and housing starts increased by 16%.  
Multi-family assets saw the greatest increase in demand in 2020, up over 30% from 2019, 
with industrial and land asset demand trending similarly. Typically, the construction 
market follows the sales market. Following the early 2020 slowdown, the rebound was 
substantial, topped by Halifax’s 30% jump in home prices. Across Canada, 2021 and 2022 
home prices are expected to increase by 5.6% and 4% respectively and we can expect 
construction costs to also rise.1
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Lumber Costs
Weather, Spring 2020 closures of sawmills due to COVID-19, and increased demand have 
all contributed to a major jump in lumber costs for 2021 as compared to 2020. As of May 
2021, the price per 1000 board-feet rose by more than 350% in the past year. Producers 
did not experience the typical slow down over the winter months as they attempted 
to recover from the Spring 2020 shutdowns. A shortage of product, combined with 
mild weather on the British Columbia coast which caused logging delays, and extreme 
weather in other regions that made fulfilling shipment orders difficult, the lumber 
industry has struggled to meet the increased demand.2

Demolition Costs
Our own research into the costs of demolition for 2021 show drastic fluctuations based on 
the frame type of a building. Wood frame developments, including low-rise apartment 
buildings and townhomes, are seeing higher costs than previously documented. 
Demolition for concrete high-rise construction, on the other hand has experienced a 
triple-digit percentage increase over the past few years. Other factors that affect the 
costs for demolition and site preparation include location, size, and age of the building. 
Primarily, developments in urban, metropolitan areas are seeing the highest increases. 
Our research indicates that the older the building, the more expensive it will be to safely 
demolish and remove due to safety concerns about the construction materials.3

Figure 1: Lumber YOY increase as of May 6, 2021
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We are of the 
opinion that 
inadequate 
coverage for 
demolition 
and removal 
costs is one of 
the biggest 
risk factors for 
property owners 
and insurers.

Cam Carter
President, Normac
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Other Factors

The state of the real estate market is a 
leading indicator of construction costs. 
In other words, the market can help us 
predict construction booms and busts. 
When the economy is strong, the demand 
for housing goes up as people have more 
money to invest in real estate. In turn, 
developers buy more land to meet the 
housing need, which calls for more labour 
and materials, and after a period of time 
this drives up construction costs. However, 
this delayed effect on costs can go both 
ways. When the real estate market is cool, 
construction costs will decline.  

Cost of Materials
New builds have put a strain on the demand for materials, and a rise in home 
renovations has caused delays in delivery and inventory shortages. Impacted 
materials include lumber, veneer, plywood, engineered wood products, aluminum, 
concrete, steel, and more. On average, wholesaler building materials and supplies 
are up more than 19% year-over-year since February 2020.

Capital Projects
In addition to higher housing starts, capital spending for non-residential structures 
is expected to rebound in 2021, exceeding levels achieved in 2019. The sectors 
forecasting increased expenditures include transportation and energy by +7% and 
+5% respectively. This will add pressure to the already strained material and labour 
supply.

Building Code Review
The 2020 National Building Code Review, previously put on hold due to COVID-19, 
is pending release at the end of 2021. Changes to the code typically increase 
reconstruction costs as older structures need significant upgrades to meet current 
standards. The 2021 codes will focus on energy efficiency which may require more 
modern materials, advanced technologies, and input from additional professionals, 
all which can increase costs.4

How Does the Demand for Housing  
Impact Construction Costs?

Currently, Canada is experiencing an 
extremely strong housing market so we 
expect further increases to construction 
costs. The hot market is a result of low 
interest rates, a COVID-19 fueled rush to 
the country as more people work remotely,  
and an increased desire to purchase  
vacation homes. As Canada (and the 
world) returns to post-pandemic life, the 
stagnant condo market is also expected to 
surge as immigration returns to normal or 
pre-COVID levels.
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Figure 2: Apartment Building (ABCPI) - 14 Year Period 

Figure 3: Non-Residential (NRCPI) - 14 Year Period
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Fluctuations to construction costs follow economic trends. Changes to the economy, 
demand for housing, supply and demand, and policy all play an integral role in 
determining reconstruction costs. Historically, we have seen both major increases and 
decreases to total insurable value following major national and international events.

Most notably, the fluctuations experienced in the years leading up to and following the 
2008 stock market crash illustrate just how severe changes to values can be. Following 
years of construction prosperity, which saw consistent double-digit year-over-year 
increases, the construction industry experienced staggering dips to costs. For example,  
in Q3 2007 and 2008, Calgary and surrounding area experienced YOY increases of 18.1% 
and 13.8% respectively. By Q3 2009, a market correction led to a change in costs of -12.9%. 

As the economy stabilized over the next few years, so did the construction industry. 
Between 2011 and 2014, we witnessed steady increases of 0.5% to 5% across the country, 
while in 2015 and 2016, those increases slowed and decreased again by as much as -2%. 
Leading up to 2020, costs were climbing at substantial rates again with some  
Canadian provinces experiencing 10% increases in 2018 before falling to less than 1%  
in 2020 pre-COVID-19.

Based on what we know about construction trends, the housing market, and past 
experiences, we predict rising costs in the construction industry to meet the demand. 

18.1% 13.8%

-12.9%

2007 2008

2009

Figure 4: Calgary - Apartment Building (ABCPI) 2007-2009
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Annual Review is Necessary 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

It is crucial to review the adequacy of your property insurance on an annual basis. An 
insurance appraisal conducted by a professional firm is the only way to determine a 
reliable and justifiable replacement cost. 

During years of substantial cost increases, not reviewing the value of your property 
insurance will leave property owners at risk of being underinsured. Conversely, during 
years of decreases, typically caused by an economic downturn, not obtaining an annual 
replacement cost valuation will result in owners carrying too much coverage and 
overpaying on insurance premiums.  

Applying a strategy of steady increases each year will not account for the significant 
construction cost fluctuations we are likely to experience. Property owners will continue 
to face the same risks of being either underinsured or overpaying in any given year. 

Changes to construction costs have a direct 
correlation with the price paid for insurance. 
As the total insurable value increases or decreases,  
so does the cost of an insurance policy.
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Reasons to Get an Appraisal Annually 

 
 
Sufficient Insurance Coverage  
An annual insurance appraisal ensures that you are sufficiently insured if faced with a 
major disaster. If you experience a loss and your property is underinsured, the deficit in 
coverage falls on the property owners to pay out-of-pocket. Read more about this here. 
 

Avoid Overpayment on Premiums 
An accurate replacement cost value ensures you only pay for what you need in insurance 
premiums, not more. We have seen cases of properties carrying excessive replacement 
costs, and as a result paying too much for insurance. 

 

Avoid Co-Insurance 
When a property does not have a current appraisal, it may be subject to a co-insurance 
clause that requires the owners to self insure a percentage of the replacement cost.  
Under this scenario, in addition to the deductible, the owners will be responsible for 
paying a portion of the reconstruction costs on a total loss or partial loss. 

  
 
Condo Act Compliance 
Strata and Condo Corporations are required to obtain and maintain insurance on the 
property that is equal to full replacement cost value under their respective provincial 
Condominium or Strata Property Acts. The adequacy of the insurance must be reviewed 
annually. Understanding that replacement cost can fluctuate significantly, only a 
professional insurance appraiser can be trusted to provide a reliable estimate.
 
 
 
Building Modernization 
An accredited and professional appraiser will account for costs to bring older buildings up 
to current codes. This would include expenses for sprinkler and fire protection systems, 
additional parking spaces, and accessibility upgrades such as ramps, elevators, and more.

01.

03.

04.

05.

02.

https://normac.ca/do-not-be-underinsured/
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100+
Cities Served

$600B+
Replacement Costs
Appraised

60,000+
Reports Completed

NORMAC has been the go-to company for insurance appraisals 
in Canada for over 20 years. We deliver peace of mind with  

our industry-leading reports and unrivalled customer service. 

ACCREDITED APPRAISERS
Our team members have the following credentials: 
 
ACCREDITED MEMBERSHIPS in the 
• Real Estate Institute of British Columbia, RI(BC)
• Appraisal Institute of Canada, AACI
• Real Estate Institute of Canada, CRP
• Royal Institution of Chartered Surveyors, RICS 

CANDIDATE MEMBERSHIP in the 
• Canadian Institute of Quantity Surveyors, CIQS

WHAT MAKES US DIFFERENT
INSURANCE APPRAISAL SPECIALISTS 
We only do insurance appraisals. We never
confuse valuation methods, and our costing  
is based on real, local metrics, making our  
valuations the most accurate in the industry.

ADVANCED TECHNOLOGICAL SYSTEMS
We remain innovative through the use of agile
CRM tools, refined processes, and automation
technologies. This ensures that all valuations  
are delivered on time and no update is missed. 

COST SAVINGS 
As a result of our expertise and advanced 
technologies, we can pass on cost savings to you 
and your clients. Our pricing is competitive and 
the quality of our reports is never compromised.

WHAT WE OFFER
• Three year programs with 

complimentary updates
• Competitive fees 
• Accurate and reliable valuations 

prepared by accredited appraisers
• Industry-leading reports with 

comprehensive breakdowns 
• Unparalleled customer service and  

proactive appraisal management
• Quick report delivery

REQUEST A QUOTE TODAY

info@normac.ca www.normac.ca1.888.887.0002

normac.ca/request-a-quote

Or get in touch with our  
Client Services team through  

email, phone, or our website below.

http://www.normac.ca/request-a-quote
http://www.normac.ca/request-a-quote
http://www.normac.ca/request-a-quote
mailto:info%40normac.ca?subject=
mailto:info%40normac.ca?subject=
http://www.normac.ca
http://www.normac.ca
tel:18888870002
tel:18888870002
http://normac.ca/request-a-quote
http://www.normac.ca
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Footnotes

1 - CBRE, Central1, Statistics Canada
2 - Building.ca, Market Watch, Statistics Canada
3 - BC Green Construction and Demo, RB Demo, KP Excavating and Demo, MWL Demo, 
Hayer Demo, 3A Demo, Clean Demo
4 - Leger, National Research Council, Statistics Canada
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