C o m m e rcia l F o cu s R e a lty I nc. , B roke rag e
V o l ume 7, Iss ue 6
J u n e 2 014

A PARTMENT D I GEST
Building Rental – Trend or Anomaly
To own or not to own? That is
the question ev ery y oung
adult ponders at some point in
lif e — ev en bef ore home
ownership is a f iscally -sound
option.

E c o n om ic Indicators:
Real GDP Growth
Q4 2013

+2.9%

Toronto
Employment Growth
Mar 2014
+2.1%
Toronto
Unemployment Rate
Mar 2014
8.0%
Inflation
Mar 2014

1.5%

Bank of Canada
Overnight Rate
Apr 2014

1.0%

Prime Rate
Apr 2014

3.0%

5 Year Mortgage
Rate Fixed
Apr 2014

4.99%

Patrick Bet-Dav id is f inancial
adv isor f ormerly with Morgan
Stanley and Aegon, and is
now president and CEO of
PHP, a company specializing
in f inancial serv ices and lif e
insurance. He say s that
people should not rush into
buy ing. Instead, they should
think about apartment rentals
until they hav e saved at least
12 months of mortgage
pay ments.
“The real estate industry has
done a great job persuading
the public that the American
dream
starts
with
homeownership,” Bet-Dav id
say s. “Hundreds of thousands
of f amilies are going through
the pain and struggle of try ing
to not miss their next
mortgage pay ment simply
because they purchased a
home prematurely .”
For many U.S. citizens, the
dream of homeownership was
shattered during the crash of
the housing market in 2007.
Sof t lending standards and
the ov er use of adjustable
rate mortgages were putting
debt obligations back into
owners’ hands — hands that
were incapable of pay ing f or
it.

“We hav e become a nation of
f inance ev erything,” Bet-Dav id
say s.
“We
f inance
our
education, cars, weddings,
homes. That mindset has
gotten many Americans into a
ton of trouble. Instead, we need
to spend more time f ocusing on
increasing the amount of
sav ings we hav e rather than
adding to our total debt.”
With U.S. homeownership rates
hitting a 19-y ear low, the reality
is that many residents are
renting out of necessity — not
out of choice. Harder to come
by f inancing and higher home
prices hav e ruled out ownership
south of the border and made
renting the only v iable option.
Since the f all of 2013, home
sales and new construction in
the U.S. hav e been on the
decline. A brutal winter, tighter
lending, limited supply of
inv entory , and higher prices
compared to this time last y ear,
hav e all play ed a role in the
slowing of the U.S. market,
giv ing the rental sector a
dramatic boost.
Here in Canada, similar
challenges hav e presented
themselv es, but not nearly on
the same scale. Dev elopers in
Toronto continue to f av our
condominiums ov er purposebuilt rental buildings, with a f ew
notable exceptions.

The Heathv iew is the new,
state-of -the-art apartment
complex built by the
Morguard Corporation in
Forest
Hill,
Toronto.
Featuring two 30-storey
towers of luxury units, the
swanky
new residence
targets empty nesters and
y oung prof essionals who
aren’t quite ready to
purchase their f irst homes.
According to Brian Athey ,
v ice-president of residential
(Canada) at Morguard, the
demand has been strong,
with a considerable number
of units already leased, well
in
adv ance
of
the
dev elopment’s
planned
opening later this summer.
“We
expected
strong
demand f or purpose-built
rental product in this
market,” Athey say s. “The
Heathv iew is the f irst new
dev elopment in mid-town
Toronto to prov ide an
alternativ e to condos in a
prime
location
with
historically low v acancy
rates.”
But Peter Zimmerman,
senior v ice-president of
planning and dev elopment
at Freed Dev elopments in
Toronto, say s that The
Heathv iew (and the handf ul
of
other
purpose-built
apartments) is not indicative
of a true rental resurgence.
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Rental Market Report - GTA
Toronto Real Estate Board
President Dianne Usher
announced that strong
growth
in
rental
transactions and rental
listings was reported by
Greater
Toronto
REALTORS® during the
f irst quarter of 2014. For
condominium apartments
in particular, total rental
transactions were up by
17.8 per cent compared to
the f irst quarter of 2013.
The total number of units
listed was up by an ev en
greater 27.7%.
“Renters took adv antage of
an increased supply of
inv estor - owned units
listed f or rent in the f irst
quarter.

These units, with modern
f inishes, choice amenities
and locations in popular
neighbourhoods attracted
a growing number of renter
households,
including
y oung
prof essionals
mov ing close to work in
downtown Toronto and
new comers to Canada
who initially chose to rent,”
said Ms. Usher.
One
bedroom
units
accounted
f or
approximately 60 per cent
of
total condominium
apartment rentals in Q1
2014. The av erage one
bedroom rent was down by
1.6% to $1,573. Two
bedroom
condominium
apartments accounted f or
36% of transactions.

The av erage two bedroom
rent was up by 1.9% to
$2,155.
“The
condominium
apartment rental market
has
become
better
supplied ov er thepast 12
months as a number of
new projects reached the
completion stage. While
rental
demand
has
remained strong, and
many
inv estor-owned
rental units hav e been
absorbed, the increase in
supply
has
giv en
prospectiv e renters more
choice, so the pace of
av erage rent growth has
moderated,” said Jason
Mercer, TREB’s Senior
Manager
of
Market
Analy sis.
Source: T REB
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CONDO Market Trends - GTA
Toronto Real Estate Board
President Dianne Usher
announced that “home
buy ers remained conf ident
in purchasing condominium
apartments during the f irst
three months of 2014. This
included f irst-time buy ers
and
seasoned
home
owners looking to change
their housing situation.
Despite the condo market
segment
being
wellsupplied, strong sales
growth translated into a
robust increase in the
av erage selling price.”
Greater
Toronto
Area
REALTORS®
reported
4,454
condominium
apartments sold through
the TorontoMLS sy stem in
Q1 2014–up 9% compared
to 4,085 sales reported in
Q1 2013.

The av erage selling price f or
Q1 2014 transactions was up
by 5.6% y ear-ov er y ear to
$351,213.
The
City
of
Toronto
accounted f or 70% of all
condo
apartment
transactions, with 3,121
sales reported. The av erage
selling price in the City was
$376,226.
The
supply
of
condo
apartments listed f or sale
also edged up in the f irst
three months of 2014. New
listings reported during the
quarter were up by 3.1%
y ear-ov er-y ear.

“The number of new
condominium
apartment
completions
was
up
substantially
in 2014.
Because of this, we could
see stronger growth in
listings in the second half
of 2014 as some inv estors
choose to list their units f or
sale. If this occurs, buy ers
would benef it f rom more
choice in the marketplace
and thus could hav e more
negotiating power with
regard to price,” said Jason
Mercer, TREB’s Senior
Manager
of
Market
Analy sis.
Source: T REB

Activ e listings at the end of
the quarter were up by 1.8%

Cont’d Building Rental - Toronto
Just look at the v olume of
condominiums
that
continue to be built across
the city and y ou’ll see
where the market lies,”
Zimmerman
say s. “A
signif icant portion of rental
stock in Toronto still comes
f rom condominium. On
some lev el, the economics
of purpose-built rental may
be catching up to condo
dev elopment. But most
dev elopers
looking at
opportunities are largely
coming back to the same
conclusion — that condos
still make the best return
on inv estment and they
of f er
more
f lexible
inv entory .”
Zimmerman say s that there
are a f ew f actors that

dif f erentiate the Canadian
market f rom the U.S. “We
hav en’t had the same soulsearching around lending.
We hav en’t had the army of
potential residents who
hav e been burned by the
collapse of ownership, who
are hav ing dif ficulty getting
mortgages. For Canadians,
ownership hasn’t been
tarnished like it has been in
the U.S. and it is still an
attractiv e option f or many
households.”
If a rental resurgence were
to happen on the same
scale here, Zimmerman
say s that it wouldn’t be
driv en by the collapse of
the housing market, rather
than a shif t in the
economics.

“The high cost of doing
business, including the
increased marketing costs
associated
with
condominiums would likely
driv e the resurgence,” he
say s.
Source:
Canadian
Magazine
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Recent Sales - Toronto
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
S u ite 202

Units

Price

Price Per Unit

Cap Rate

210 Vaughan Rd.

25

$4,160,000

$166,400

4.3%

31 Roehampton Ave.

35

$8,500,000

$242,855

3.3%

501 Mt. Pleasant Rd.

28

$3,950,000

$141,070

3.7%

225 Wilson Ave.

20

$3,430,000

$171,500

NA

11 Churchill Ave.

15

$3,750,000

$250,000

NA

166 Eastbourne Ave.

21

$4,675,000

$222,620

NA

4089 Bathurst St.

10

$1,720,000

$172,000

NA

Source: CFAS and RealTrack
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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.

