Real estate agentManyee Liti
estimates that 80% of sales in west-
‘ side Vancouver's top bracket are to
buyers from China. This Shaughnessy
mansion* was listed at $15 million

os, go to globeandmalll -." W robimagazine

Wealthy immigranis from China are happy
to pay siratospherically for homes in Vancouver.
But that turns out to be only the first part of the bill

The Price of Paradise

he house Manyee
Lui is showing today is listed at $2.2 million. Although
the lot is only 33 feet wide and the house is nothing more
than a blandly handsome two-storey, Lui expects it to sell
quickly, even though the market’s turned a little tepid.
With 2,900 square feet, the place is big enough for four
bedrooms and an additional self~contained suite. All
things considered, she says, “It's not so expensive.”
Lui is simply telling it like i "his ho the Dun-
bar neighbourhood may not b
home, but it delivers respectable
2 at least by the standards of Vancou
er's west side. With a standard city lot trading hands
for around 514 million and construction costs running al
200 a square foot, it doesn't take much of a house
he $2-million mark. And this summer and fall, as

Earth is buying them?

By Jim Sutherland
Photographs Huber{ Kang
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Architect Bing Thom and Li family
dealmaker Andrea Eng both see
Vancouver as a Canadian capital
for the Asia-Pacific world

Lui explains why she’s so confident the home will
sell: “It will appeal to a buyer from China.” She allows
there was a time when Chinese buyers' architectural
preferences differed significantly from the local norm,
but over the last 10 years their tastes have widened
and become more westernized. Now long-term Van-
couverites and incoming Chinese are seeking almost
exactly the same thing—except, Lui says with a laugh,
“we can’t afford it.”

True. When Lui says “we,” she's talking about the
locals, people who make their living in Vancouver.
Mow that the forestry industry has been eclipsed and
the place has a median houschold income that is only
average by Canadian standards, Vancouver is a city
with no visible means of support. The affordability
ratio has rocketed upward so quickly that it is now
the steepest on the continent: more than double the
Canadian average and more onerous than in places
like Mew York and San Francisco. No wonder Vancou-
ver is at the top of the media's suddenly urgent bub-
ble watch, not just in Canada but also in the United
States; outlets ranging from Reuters to Businessweek
have reported on a housing market they suspect is
ripe for the kind of downfall the Americans are only
too familiar with.

If “buyers from China™ answers the “who™ question
about Vancouver's unique real-estate market, the fol-
lowr-up question—"Where is this leading#"—is harder
to answer. The torrid affair between eastern Asia and
Vancouver real estate, now in its third decade, is actu-
ally a love triangle from which each party derives
very different things. When wealthy Chinese immi-
grants buy praperty in Vancouver—and they utterly
dominate the top end of the market—they’re actually
buying a form of insurance. What the federal and pro-
vincial governments get out of these newly minted
Canadians turns out to be a modern form of the infa-
mous head tax that was imposed on Chinese migrants
in the 19th century. And what Vancouver gets is an
economy that boasts a lot of froth, and not much sub-
stance. From all three angles, it feels like a relation-
ship that is built not so much on Commitment as on
enjoying the good times while they last.

n 2003, renowned Van-
couver architect Bing Thom remarked that his city
was becoming “the Switzerland of the Pacific.” The
Hong Kong-born Thom was referring to the way the
city offered a safe and comfortable harbour to elites
from around the Pacific Rim in search of fresh air,
good schools and geopaolitical peace of mind. About
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the same time, Andrea Eng heard a Korean billionaire refer to the city
as “the Geneva of the Pacific.” Eng, who has spent most of the past two
decades brokering deals on both sides of the Pacific for Li Ka-Shing—
the world's wealthiest Chinese businessman—picked up on the phrase
and began to use it on her website. By 2009, the concept had received
academic validation, after University of British Columbia historian
Henry Yu invoked it in a journal article about the network of Asian-
born and -descended Canadians who link this country to the world's
newly dominant economic zone—a place that will increasingly deter-
mine Canada'’s own prosperity. “Vancouver, in particular, is an incred-
ibly sought-after location,” he says.

Yu is careful to add a caveat, though. Vancouver is popular as a life-
style destination for those who can afford it—not as a place to make a liv-
ing. More ambitious immigrants, Asian and otherwise, are more likely
to choose Toronto, In fact, British Columbia (which essentially means
Greater Vancouver) receives about 15% of all Canadian immigrants,
which, given its population, is only slightly more than its proportional
share. On the other hand, it gets about half of the annual 10,000 or so
people who can prove they are already wealthy and therefore eligible
for casier, if more expensive, rides in the entreprencur and investor
classes. And the rest of Vancouver's 15% share fits a distinctly different
profile than do immigrants to places like Toronto and Montreal: more
skilled and better educated, and much less likely to arrive as refugees.

A couple of kilometres east of Dunbar, in the old-money Shaughnessy
neighbourhood, Lui is showing another home—a 1920 Georgian listed
at a hair under $3 million. Here the seller is an immigrant from China
whao's building a larger home. The buyer will likely be from China as
well: Lui estimates that up to 80% of recent sales in this price range have
been going 1o buyers from mainland China.

Moving a little downmarket, the proportions are lower but still
significant. At Wesbrook, a high-rise development on the University
of British Columbia campus where units typically run $1.5 million to
%2 million, some 40% to 50% of buyers are from mainland China, accord-
ing to George Wong of Magnum Projects, which markets condos for
Weshrook's builder, Aspac Developments. Another 30% of units go to
longer-term Canadians of Chinese descent. Across the Fraser River in
Richmond, at a massive new development called River Green (average
condo price: $930,000), the proportions are roughly the same.

UBC geographer David Ley has attempted to address the question of
“Who's buying these places?” in a different way, checking sales data for
Vancouver neighbourhoods against variables like interest rates, unem-
ployment levels and house construction—none of which correlated
well. Instead, the strongest indicators of price movement were related to
international investment and immigration. The arrival of other Canadi-
ans from elsewhere in the country actually dampened prices. The same
effect showed up when Ley widened his lens to Greater Vancouver: The

highest values occurred in arcas with high immigrant
populations and a predominant Chinese ethnicity. So
Vancouver may be the first North American city where
the phrase “there goes the neighbourhood” should be
uttered when a Caucasian moves in next door.

The dataused in Ley's study are more than a decade
old, but the same conclusion springs from the rela-
tionship berween Vancouver's west side—home to
neighbourhoods like Dunbar and Shaughnessy, as well
as the downtown peninsula—and the City of West
Vancouver, which is just across the Lions Garte Bridge
and boasts a beautiful mountainside setting right on
the ocean, The two areas have always contained the
region's highest-priced real estare, with West Van-
couver’s bigger houses on bigger lots historically 10%
or 20% more expensive. However, West Vancouver
is less appealing to Chinese immigrants and, at least
partly as a consequence, homes on the west side of
Vancouver proper have been appreciating much more
quickly—by 66% in the last five vears compared to
West Vancouver’s 23%, according to the Real Estate
Board of Greater Vancouver's benchmark index.

Price increases of that sort are irresistible to
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Historian Henry Yu sees litfle trace
left of racism in Vancouver. But skilled
newcomers like lawyer Fang Chen often
cannot practise their professions

smaller-scale residential renovators and develop-
ers, who have been transforming the west side and
other Asian-preferred areas such as Vancouver’s east
side and suburban Richmond at breakneck speed.
On some blocks in Dunbar, virtually the entire stock
of mid-sized homes from the 1920s through to the
19505 has been replaced by 3,500- and 4,000-square-
foot open-plan designs with exteriors dressed up to
look like bank managers’ manses from the turn of the
20th century. Houses like these, which executives or
energy traders might pay $1.5 million for in Toronto
or Calgary, and engineers and educators might pick
up for $800,000 or $900,000 in Winnipeg, sell for §2.5
million to %3 million each.

ack in the late 1980s,
before Tiananmen Square kicked off the great Van-
couver land rush, it would have taken a particularly
prescient forecaster to pluck Dunbar from among the
west side’s also-ran neighbourhoods and ancint it as
acontender. The area is largely deficient in the moun-
tain and ocean views that can add several hundred
thousand dollars—millions at the high end—ro the
value of a home. But it does benefit from another fea-
ture that most Asian immigrants view as more impor-
tant: its proximity to the region’s best schools, UBC is
handy, several of Vancouver's best private schools are
located in the area, and even its public schools score
near the top of the Fraser Institute’s annual ranking
of B.C. schools.

A common scenario for an investor immigrant from
mainland China unfolds like this, explains immigra-
tion lawyer Steven Meurrens: One member of the
household qualifies under a category of the Business
Immigration Program and posts a $120,000 bond in
lieu of making the $400,000 investment stipulated
under the program. (Some qualify instead as “provin-
cial nominees,” and follow a somewhat different sce-
nario involving an actual investment.) Portions of the
money are divvied out to various immigration advisers
and service providers, while the interest acerues to the
federal government, which in turn spreads it around
to provincial governments—about a half billion dol-
lars annually of late. Essentially, the money is treated
as the cost of Canadian entry—although in a further
wrinkle, many breadwinners never move to Canada,
instead retaining their offshore jobs or businesses as
well as Chinese citizenship, to maintain their income
stream and taxpayer status in China, which helps shel-
ter income from higher Canadian taxes.

Researching places to live in Vancouver is simple
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enough: There's a vast network of expats to survey, and Chinese-based
websites discuss favoured neighbourhoods in considerable detail, with
special attention paid to schools. Typically, one of the parents, usually
the wife, moves to Canada with the children while the husband stays in
Asia, coming for visits when he can.

This arrangement is a rational respanse to the reception immigrants
typically receive: High-status entrepreneurs or executives back home,
they are rarely given an opportunity to duplicate that success here, and
instead are often relegated to work in retail, in restaurants or even deliv-
ering newspapers. The syndrome was outlined in a 2007 Statistics Can-
ada report indicating that new immigrants’ incomes have recently been
dropping compared to previous eras. “There was unanimous sentiment
among all respondents that economic success in Canada, even limited
success, was extremely difficult to achieve,” confirmed UBC's David
Ley, after conducting dozens of interviews and focus groups for his 2010
book on Vancouver's Chinese phenomenon, Migrant Millionaires.

The children, meanwhile, are enrolled in private or public schools,
quickly picking up English—complete with the Canadian accent, which
is preferred to British- or Australian-sounding speech or regional Ameri-
can accents. When they have graduated from high school or, more likely,
university, the sons and daughters may return to Asia to take over the
family business from their father. At that point, the couple may retire to
Vancouver—a place that women in particular grow to appreciate—or

the entire family may return to Asia, ending the cvcle, which, as Ley
points out, could more accurately be termed one of “migration” rather
than “immigration.”

The scenario is a generalization, of course, and every story is differ-
ent. Take the experience of Fang Chen. A litigation lawyer back in China,
Chen arrived two vears ago, while her husband stayed behind to manage
a successful business, visiting when he can. Their son, now 6, arrived in
Canada to start school this year. Chen is boning up on the Canadian legal
system, but has no plans to join the bar here, because, she says, “it would
be almost impossible for me to break in”

The couple bought a house in Port Coguitlam, a middle-income bed-
room suburb nearly an hour’s drive east of central Vancouver. To the
free-thinking Chen, the place holds an advantage: The proportion of
Chinese is among the lowest in Greater Vancouver. “I want my son to
know more about Canadian culture,” she says. “I didn't want a neigh-
bourhood where most of the children are Chinese.” If all goes according
to plan, Chen and her son will rejoin her husband back in China in about
two years, after the son has become fluent in English and has gained a
jump-start from an education system that Chen views as more enlight-
ened than China'’s. Joint Chinese-Canadian citizens, the family may well
return at another stage of his education—another common trait of Chi-
nese parents, who often see an advantage in blending the rigorous but
also rigid system back home and Canada’s mare liberal approach.

Historian Yu, who is descended from families who
were kept apart by Canada’s discriminatory Head
Tax, views the growth of Canada’s Asian population
not as a new phenomenon but as a renewal of North
America’s Pacific ties. At the turn of the 20th century,
B.C.'s population was about 10% Chinese—a propor-
tion that was only regained around the beginning of
the 21st century. The largely Chinese-constructed
CPR was not 50 much an act of nation-building, Yu
says, but rather a gamble by investors who hoped to
cut transportation time to Europe for precious Asian
goods like silk and tea. For most of the 20th century,
Canada looked east toward Europe, the source of most
immigrants and non-U.S. trade. But today more than
half of all immigrants are from the Asia-Pacific region
(more than 90% in B.C.), and trade across the Pacific
casily exceeds its Atlantic equivalent,

Yu is optimistic that the resentment that bubbled
up in B.C. during the late 1980s, when Hong Kongers
and Taiwanese first began to arrive in large num-
bers, has subsided considerably. That animosity was
a function of Canada’s legacy of white supremacy,
he believes; of 50 many middle-income people—
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