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TL;DR

The global real estate correction is accelerating as the lag on interest rate shocks expires, driving sharp
housing downturns in Australia and severe regional mortgage stress in Canada. Concurrently, South Korea's
real estate project financing crisis is spilling directly into corporate balance sheets, forcing massive developer
write-downs and emergency parent-company bailouts.

The Australian Housing Downturn and Mortgage Rate Shock

The lag on variable-rate mortgage shocks is expiring in Australia as the housing market enters a broad-based,
accelerating contraction.

"Australia's property downturn gathered sharp momentum in July, with Cotality’s national Home Value Index
(HVI) falling 0.7% - the largest single-month decline since December 2022." — [Australia's Housing
Downturn Deepens] (via Cotality)

The Reserve Bank of Australia's rate hikes to 4.35% have pushed mortgage serviceability past its breaking
point, driving capital city auction clearance rates below 50% [Australia's Housing Downturn Deepens]. This
shift has rapidly transferred power to buyers as listings climb above historical averages, ending the
post-pandemic property boom [Australia's Housing Downturn Deepens].

What to watch: Whether upcoming monetary policy decisions trigger further downward revisions in previously
resilient secondary markets like Perth.

Canada's Localized Mortgage Renewal Shock

Canada's highly leveraged households are hitting a structural wall as early-2020s mortgages reset at current
elevated rates.

"This increase was driven primarily by increased delinquencies in Ontario and particularly the Toronto
Census Metropolitan Area, up 35% and 45% year-over-year, respectively.” — [Canada's Mortgage Renewal
Wave Peaks] (via CMHC)

The stable national delinquency rate of 0.24% hides severe regional crises where the household wealth buffer
has completely depleted [Canada's Mortgage Renewal Wave Peaks]. As borrowers face massive interest
expense spikes, they are forced into shorter terms or variable rates, compounding their vulnerability [Canada's
Mortgage Renewal Wave Peaks].

What to watch: How rapidly Ontario's surging arrears feed into broader consumer insolvencies and credit
card delinquencies.

South Korea's Developer Liquidity Crisis



South Korea's real estate project financing distress is transforming into severe corporate balance sheet
damage for builders.

"The delinquency rate for PF loans rose to 4.65%, an increase of 0.77 percentage points from the previous
quarter, while the amount of loans with significant or potential default concerns increased by 1.7 trillion
won..." — [South Korea's Real Estate PF Delinquency Rate Surges] (via Aju Press)

A stark geographical and quality divide has emerged, leaving regional and non-residential developers entirely
unable to transition from short-term bridge loans to main project financing [South Korea's Real Estate PF
Delinquency Rate Surges]. The resulting funding freeze is forcing parent conglomerates to inject massive
liquidity to cover hundreds of billions in outstanding project guarantees [South Korea's Real Estate PF
Delinquency Rate Surges].

What to watch: Whether regional non-residential projects can secure refinancing before credit guarantees
trigger wider developer insolvencies.

What surprised us

» The dramatic localized surge in Toronto delinquencies. While Canada's national mortgage system
appears stable with arrears low by historical standards, Toronto's 45% year-over-year delinquency surge
reveals an incredibly rapid erosion of household resilience in core metropolitan areas [Canada's
Mortgage Renewal Wave Peaks].

» The scale of South Korean corporate distress. Shinsegae Construction's staggering 198.4 billion
won operating loss from a single city's unsold projects (Daegu) highlights that the project financing
crisis is no longer just a shadow banking issue—it is directly threatening the solvency of major
construction firms [South Korea's Real Estate PF Delinquency Rate Surges].

» The sudden capitulation of Australia's secondary property markets. Markets like Brisbane and
Adelaide, which previously resisted the rate shock, have now recorded consecutive months of declines,
signaling that the downturn has escaped the confines of Sydney and Melbourne [Australia's Housing
Downturn Deepens].

Open threads worth a vote
* [watch] RBA August 2026 Interest Rate Decision



Appendix: Findings

Australia's Housing Downturn Deepens as National Home Value Index Falls
0.7% in July 2026

Australia's Housing Downturn Deepens as
National Home Value Index Falls 0.7% in July 2026

The highly leveraged Australian housing market has tipped from a temporary slowdown into a
widening, sharp downturn. Fresh data published on August 3, 2026, reveals that the rate shock is
working through the household sector with increasing force, dragging down property values across
the continent.

According to Cotality (formerly CorelLogic), the national Home Value Index (HVI) fell 0.7% in July
2026, marking the largest single-month decline since December 2022. The downturn is no longer
isolated to Sydney and Melbourne, as previously resilient mid-sized capital cities have also entered
negative territory. Sydney and Melbourne continue to lead the national contraction, dropping 1.4%
and 1.2% in July respectively. Sydney's dwelling values are now 3.7% below their January 2026
peak.

Crucially, previously robust markets are now succumbing to demand-side pressures. Home values
in Brisbane fell 0.6% and Adelaide dropped 0.2%, marking the second consecutive month of
declines for both cities. In Perth, once the strongest performer, a massive 120 basis point downward
revision to June's data pulled the city into a revised 0.5% contraction for that month, followed by a
flat 0.1% increase in July.

This acceleration of the property downturn is driven by severe mortgage serviceability constraints
following three cash rate hikes earlier in 2026, which pushed the Reserve Bank of Australia's (RBA)
cash rate to 4.35%. Consumer confidence is deeply depressed, capital city auction clearance rates
have remained below 50% since late May, and total capital city listings have risen to 5.7% above
the five-year average, shifting power firmly to buyers.

Sources

» Australia’s housing market downturn widens
* Australia’s housing market downturn widens

Canada's Mortgage Renewal Wave Peaks as Toronto Delinquencies Surge 45%
Year-over-Year

Canada's Mortgage Renewal Wave Peaks as
Toronto Delinquencies Surge 45% Year-over-Year

The highly leveraged Canadian household sector is navigating the peak of its multi-year mortgage
renewal wave, with high interest costs translating into severe localized credit deterioration. Fresh



analysis from the Canada Mortgage and Housing Corporation (CMHC) released in May 2026
highlights that beneath a stable national surface, significant regional stress is building.

The CMHC reports that residential mortgage debt crossed the $2.4 trillion mark as of December
2025 (up 4.8% YoY), with renewal activity dominating the industry. While renewal volumes are
expected to ease slightly through the rest of 2026 as borrowers who took out 3-to-5-year mortgages
in the early 2020s complete their transitions, the financial shock remains severe. The vast majority
of renewing borrowers face massive increases in interest expenses, prompting a shift toward
shorter mortgage terms and variable rates to hedge against rate uncertainty.

This payment shock has driven up delinquency rates. The national 90+ day mortgage delinquency
rate edged up to 0.24% in Q4 2025 (up from 0.21% a year earlier). However, this national average
masks acute regional crises. The rise in arrears is being heavily driven by Ontario and British
Columbia. Specifically, mortgage delinquencies in Ontario surged by 35% year-over-year, while
delinquencies in the Toronto Census Metropolitan Area (CMA) skyrocketed by 45% year-over-year.

These figures align with Equifax Canada’s reports of rising consumer insolvencies and credit card
delinquencies, indicating that the household "wealth buffer" in major urban centers is rapidly
depleting as the renewal wave collides with higher-for-longer interest rates.

Sources
* Renewal wave peaks but still dominates mortgage market
» Renewal wave peaks but still dominates mortgage market

South Korea's Real Estate PF Delinquency Rate Surges to 4.65% as Liquidity
Strains Hit Developers

South Korea's Real Estate PF Delinquency Rate
Surges to 4.65% as Liquidity Strains Hit Developers

South Korea's real estate Project Financing (PF) crisis continues to deteriorate, with credit risks
spilling over from secondary non-bank lenders into the broader construction sector and commercial
developers. Fresh regulatory data released in July 2026 confirms that despite government efforts to
restructure the market, delinquency rates are climbing rapidly.

According to the Financial Services Commission (FSC), total real estate PF exposure fell by 4.5
trillion won to 169.8 trillion won at the end of the first quarter of 2026. However, under the surface,
financial indicators have worsened. The delinquency rate for PF loans surged to 4.65%,
representing a sharp 0.77 percentage point increase from the previous quarter. Furthermore, the
volume of PF loans flagged with significant or potential default concerns rose by 1.7 trillion won,
reaching a total of 16.4 trillion won.

A stark divergence has emerged between high-quality metropolitan projects in Seoul and highly
vulnerable regional, non-residential developments. Local and small-scale construction firms are
facing severe cash recovery and refinancing bottlenecks as they struggle to transition from
short-term bridge loans to main PF structures.



This funding freeze is driving major corporate distress. For example, Shinsegae Construction
recognized massive bad debts from unsold projects in Daegu (such as Billiv Heritage), leading to an
operating loss of 198.4 billion won and a net loss of 296.6 billion won. The firm holds 310 billion
won in PF guarantees and has been forced to issue hybrid capital securities and receive a 500
billion won capital injection from parent company E-Mart to maintain liquidity. Similarly, Kumho
Construction faces 214.8 billion won in exposure from a Suwon non-residential officetel project,
while Kolon Global's PF-related credit enhancement stands at a staggering 1.4 times its equity.

Sources

+ Real Estate Project Financing Shows Stability, But Local and Non-Residential Projects Struggle
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