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A PARTMENT D I GEST
VACANCY Increases in Canada - 2012

E c o n om ic Indicators:
Real GDP Growth
Q3 2012

+0.6%

Toronto
Employment Growth
Oct. 2012
+3.1%
Toronto
Unemployment Rate
Oct. 2012
8.6%
Inflation
Oct.2012

+1.2%

Bank of Canada
Overnight Rate
Nov.2012

1.0%

Prime Rate
Nov.2012

3.0%

5 Year Mortgage
Rate Fixed
Nov. 2012

The av erage rental apartment
v acancy rate in Canada’s 35
major centres1 increased to
2.6 per cent in October 2012,
f rom 2.2 per cent in October
2011, according to the f all
Rental
Market
Surv ey 2
released today by Canada
Mortgage
and
Housing
Corporation (CMHC).

5.24%

“Lower lev els of household
f ormation
among y oung
adults reduced rental housing
demand,”
said
Mathieu
Laberge,
Deputy
Chief
Economist at CMHC’s Market
Analy sis Centre.
“This,
combined with an increase in
the
supply
of
newly
constructed,
purpose-built
rental apartments, pushed
Canada’s
v acancy
rate
upward.
Meanwhile, demand f or rental
condominium
apartments
remained strong, with the
v acancy rate holding steady
in most of Canada’s largest
urban
centres,
including
Toronto,
Montreal
and
Vancouv er.”
The results of CMHC’s f all
surv ey reveal that, in October
2012, the major centres with
the lowest v acancy rates in
the primary apartment rental
market were in Regina (1.0
per cent), Thunder Bay (1.1
per cent) and Calgary (1.3 per

cent). The centres with the
highest v acancy rates were in
Saint John (9.7 per cent),
Windsor (7.3 per cent) and
Moncton (6.7 per cent).
Ov erall, the av erage rent f or
two-bedroom apartments in
existing structures across
Canada’s 35 major centres
increased 2.2 per cent between
October 2011 and October
2012, the same pace of rent
increase that was recorded
between October 2010 and
October 2011.
The av erage rent f or a twobedroom apartment in new and
existing structures was $901 in
October 20123. The highest
av erage monthly rents f or twobedroom apartments in new
and existing structures in
Canada’s major centres were in
Vancouv er ($1,261), Toronto
($1,183)
and
Calgary
($1,150).The lowest av erage
monthly rents f or two-bedroom
apartments in new and existing
structures were in Saguenay
($549), Trois-Riv ières ($550)
and Sherbrooke ($578).
CMHC’s October 2012 Rental
Market Surv ey also cov ers
condominium
apartments
of f ered f or rent in 11 large
urban
centres,
including
Vancouv er,
Toronto
and
Montreal.

Rental
condominium
v acancy rates ranged f rom
a high of 3.2 per cent in
Ottawa to a low of 0.9 per
cent in Saskatoon, holding
steady in most centres from
October 2011.
Av erage
monthly rents f or twobedroom
condominium
apartments were highest in
Vancouv er ($1,662) and
lowest in Québec ($1,022).
As
Canada's
national
housing agency , CMHC
draws on more than 65
y ears of experience to help
Canadians access a v ariety
of
high
quality ,
env ironmentally sustainable
and af f ordable housing
solutions.
CMHC
also
prov ides reliable, impartial
and up-to-date housing
market reports, analy sis and
knowledge to support and
assist consumers and the
housing industry in making
inf ormed decisions.
Source: CMHC
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GTA Rental Market Trends
Av erage v acancy rates f or
purpose
built
priv ate
apartments in the Greater
Toronto Area (GTA) edged
slightly higher to 1.7% in
2012 f rom 1.4% in 2011,
the lowest lev el ov er the
past 10 y ears.
The av ailability rate moved
up by a lesser amount to
3.1%..
The
av erage
increase in rents was 2.8%,
close to the prov incial
guideline increase amount
f or 2012.
Demand
continued to
receiv e
support
f rom
improv ing
employ ment
conditions f or most renters,
f av ourable demographic
trends, and less activ ity
f rom f irst-time buy ers.
Howev er,
continued
weakness in employ ment
f or y oung adults, slower net
migration, and supply
competition f or units in the
upper end of the market
caused the number of
occupied rental units to
decline slightly .
Rental market conditions

were tightest within the
Former City of Toronto.
Ev ery where else in the
region, v acancy rates saw
a modest increase.
Av erage v acancy rates in
the Former City of Toronto
nudged lower in 2012, with
rates in the core mov ing
below 1%. Competition f or
rental space in the city
increased
despite the
growing number of condo
apartment rentals.
Ev en
though
market
conditions pushed av erage
rents f or purpose built units
in the Former City up by
4% in 2012, they remained
approximately 40% lower
than condo rents in the
area.
Just outside of the Former
City , demand wasn’t able
to keep pace with the
growth in rental supply —
v acancy rates in Etobicoke
mov ed up to the highest
lev el in the GTA.
Rental market conditions in
the GTA will remain stable
in 2013, with the av erage

v acancy rate edging down
to 1.5%. While a higher
number
of
rental
completions are expected
next y ear, supply growth
will remain minimal.
Rental
demand
will
strengthen as employ ment
opportunities and migration
lev els
improv e
while
activ ity f rom f irst-time
buy ers stay s muted f or
most of the y ear.
Higher-priced units will f ace
relativ ely stronger supply
competition
as condo
completions mov e higher
and a large share of units
continue to f low into the
rental market.
Rent growth should remain
in line with the prov incial
guideline
amount
of
2.5%f or 2013. Av erage
two-bedroom rents in the
GTA are expected to
increase to $1,200.
Source: CMHC
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Cap Rate Predictions - 2013
As 2012 draws to a close,
industry
experts
are
f ormulating predictions f or
the property market in
2013. So what will happen
to cap rates?
The simple and resounding
answer seems to be, not
too much.
While analy sing rates on a
national basis is dif f icult,
the general f eeling among
inv estors and analy sts is
that rates will remain
relativ ely
low
across
Canada.
A report presented by the
Urban Land Institute and
PwC, Emerging Trends in
Real Estate 2013, rev eals
that the lowest cap rates
can be f ound in commercial
and
multi-residential
sectors.
“Surv ey
respondents
expect
little
f urther
downward mov ement in
‘low-as-y ou-can-go’
cap
rates,
especially
f or
apartments, regional malls
and
downtown
of f ice
space. The exceptions will
be f or prime dev elopment
sites
in and around
downtowns, especially f or
stores,” the report said.

But are low cap rates
necessarily a good thing?
The capitalization rate is
determined when the net
operating income (NOI) is
div ided by the purchase
price, or current v alue, of
the asset.
For inv estors concerned
with monthly rental income,
a higher cap rate –
signaling lower operating
costs and thus higher cash
f low – is desirable. But low
cap rates signal the v alue
of the acquisition has risen,
allowing money to be made
when selling the asset.
Giv en the current, most
inv estors are f ocused on
maximizing the cash f low
today and not necessarily
on upping property v alues
when buy ers are f ewer and
f arther in between.
“With prices stabilizing and
buy ers hav ing a more
dif f icult
time
buy ing
properties that puts more
demand on rentals, which
increases rental rates in
key neighbourhoods and
key markets,” says investor
Paul Hecht. “I would say
Toronto is neighbourhood
driv en; we hav e ov er f our

million people here, it’s like
putting Calgary , Edmonton,
Victoria and Ottawa all in
one city . There will be
pockets which won’t do
any thing, and there will be
pockets that perf orm v ery
well.”
Still, many inv estors f eel
that lower cap rates will
y ield the biggest returns.
An inv estor f av orite in
recent months, Hamilton is
predicted
to
prov ide
excellent rates of return.
“I think the Hamilton market
is going to continue to see
a lot of inv estors, and I
think the cap rates are
going to remain quite low,”
say s
Shawn
Maher,
inv estor and dev eloper.
“We’re
f inding
ev ery
building that we put up in
Hamilton right now we’re
getting multiple of f ers on,
and they ’re going f or a cap
rate that is a lot lower that
what it would normally go
f or. I would really predict
that Hamilton, ev en though
they ’re predicting a 20%
drop in real estate ov er all,
the prices are so low that I
think it is going to be a v ery
low env ironment f or cap
rates.
Source: Canadian Real Estate
Magazine.
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Some Recent Sales - Hamilton
Address

CO M M E RCI AL
FO CUS RE ALTY
I NC. , BRO KE RAG E

35 T h e L in k s Ro ad

Units

Price

Price Per Unit

123 Bold Street

110

$4,600,000

$41,800

255 Bold Street

82

$7,050,000

$85,900

155 Market Street

113

$6,500,000

$57,000

192 Hughson Street North

192

$12,479,000

$65,000

181 John Street North

191

$12,190,000

$63,800

508 Mohawk Road East

46

$6,399,000

$139,100

Source: Realtrack and CFR
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About The Apartment Group
The Apartment Group is a
dedicated
team
of
prof essionals specializing
in the sale of multiresidential
inv estment
properties. With ov er 40
y ears
of
combined
experience,
the
team
brings
together
their
strengths including strong
negotiation and sales skills
along with highly technical
market
analy sis
and
appraisal methods.
The Group has been
inv olv ed in the sale and
acquisition of all ty pes of
multi residential real estate
f rom small 10 suite walk

Lorenzo DiGianfelice, AACI
Broker of Record & Owner
Direct – 416-907-8281
ldigianfelice@cfrealty.ca

up to portf olios ov er 800
suites in scale.
The
Group
has
experience with those
f irst time buy ers and
sellers who need that
extra lev el of attention
and
experience with
larger institutional buy ers
and REITs.
Their success is prov en
with the f act that over the
past decade they hav e
sold ov er $3.0 billion
worth
of
apartment
buildings across Ontario
and throughout Canada.

We have a collection of seasoned Agents that can serve your needs.
Whether you are buying of selling, let us show you how we can help.
On staff we have appraisers, accountants, mortgage brokers and
planners. This is a total one stop real estate company that can
assist you through the entire process.

The market today is very
tight. Hav ing the right
Broker working f or y ou is
more important than
ev er.
Can your Broker bring
you off market deals?
Can they realistically
analyze the deals they
bring you? Can they be
creative and show you
the upside? Can they
assist you in working
through the mortgage
mind field today?
Please call us to see how
we can help y ou.

Mitchell Chang
Salesperson, President & Owner
Direct – 416-907-8280
mchang@cfrealty.ca

If you wish to receive The Apartment Digest on a regular basis or if you want to be removed from our list please contact us by phone, fax or email at any of the contacts noted above. This publication is
meant to inform investors about the apartment market and is not meant to solicit properties which are currently listed for sale or buyers who are already represented.

