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A PARTMENT D I GEST
Rents in GTA Condo Buildings Soar
Soar

E c o n om ic Indicators:
Real GDP Growth
Q3 2017

1.7%

Toronto
Employment Growth
Nov 2017
3.8%
Toronto
Unemployment Rate
Nov 2017
5.9%
Inflation
Oct 2017

1.4%

Bank of Canada
Overnight Rate
Nov 2017

1.0%

Prime Rate
Nov 2017
5 Year Mortgage
Rate Fixed
Nov 2017

3.2%

4.9%

The Greater Toronto Area
rental market tightened f urther
in the third quarter as demand
continued to outpace suppl y .
Against a backdrop of str o n g
economic and population
growth, as well as sof tening
homeownership demand in
the
af termath
of
the
gov ernment’s f air housing
plan and two consecutiv e
interest rates increases by the
Bank of Canada, total condo
rental supply was insuf ficie n t
with listings growing by only
2% y ear-ov er-year.
This led to a drop in the
av erage time on market to it s
lowest lev el ev er at 10 d a y s ,
and 10% annual growth in
av erage index rents to $2.98
psf . Rents have risen by 8.4%
ov er the last six months
alone. In the period since
Urbanation began tracking the
condo rental market in Q12010,
rents hav e now
increased by nearly $1.00 psf.
The f ailure of rental supply t o
experience growth ov er the
past two y ears has been a
key contributor to the curre n t
rental
market
situation.
Despite a small recov ery th i s
y ear, condo rental listings
hav e remained 6% below
2015 lev els, pushing up the
ratio of leases-to-listings in
the y ear -to-date period to i t s
highest on record at 84%.
When CMHC releases its

v acancy surv ey data f or
October 2017, the rate will
assuredly be lower than 1.0%
reported f or condo apartments
a y ear ago.
Certainly , lower turnov er of
units is partly to blame, as
existing tenants are remaining
in their units longer due to
quickly escalating rents in the
open market, which is now
f urther encouraged through th e
extension of rent control to units
built af ter 1991. But it’s also the
case that we quite simply
hav en’t been building enough
units. In recent y ears, rent
growth has prov en to hav e a
v ery
strong
(negativ e)
correlation
with
condo
completions.
As the annual lev el of
registrations exceeded 20,000
units during the 2014 and 2 0 1 5
period, rents receiv ed some
repriev e, with av erage monthl y
costs actually declining a bit,
also a f unction of declining uni t
sizes (per sf rent remained f l a t
during
the period). With
registrations
subsequently
f alling below 18,000 units last
y ear and remaining below
19,000 units in the latest 12
month period, rents hav e
increased by a cumulative two y ear total of $361, rising $229 in
the last 12 months as the
increase
in
demand f ar
outweighed
the
marginal
increase in supply .

As the GTA market heads
into the last f ew month s o f
2017, the av erage month l y
rent lev el stood at $2,216,
which is still about $150
less than all-in carry ing
costs
associated
with
purchasing the av erage
priced resale unit of an
equiv alent size with a 20%
down
pay ment
and
including condo f ees and
taxes. Nonetheless, high
rent lev els are pushing
demand towards smaller
units that hav e lower
monthly costs. The problem
is that rental av ailability has
declined the most f or the
smallest units, leading to
intense competition among
renters f or units priced
under $2,000.
Due to f ewer listings, lea s e
activ ity in the third quarter
f ell 11% f or one bedroom
units without dens, which
are ty pically in the 500-5 9 9
sf range and were rented for
$1,839 in Q3-17 — 12% or
nearly $200 higher than last
y ear. Reports of bidding
wars were common f or
these units, as 42% of
rentals were leased f or at
least $25 ov er asking rent in
Q3-17, up f rom a 28%
share a y ear ago.
Source: Urbanation
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Purpose
Purpose Built Rental Rate Trends in the GTA
Av erage index rents in
purpose-built rental projects
in the GTA increased 8%
y ear-ov er-year to $2.64 p sf ,
based on 52 surv ey ed
projects. Excluding projects
that began occupy ing ov er
the past 12 months, av erage
index rents increased by 7 %
ov er the past y ear to $2.63
psf . Av erage index rents in
newly completed purposebuilt
rental
buildings
(buildings completed within
the past 12 months) were
$2.77 psf .
Av erage index rents f or
purpose-built
projects
surv ey ed in the 416 region
(City of Toronto) were up 6 %
y ear-ov er-y ear to $2.98 psf
in Q3-2017, just below the
$3.00 psf threshold. Same
sample rents increased at a
slightly f aster annual rat e o f
7% to $3.03 psf . In the 905
region, av erage index rents
f or
purpose-built
units
increased by 14% to $2.00
psf . Excluding the two
projects
in
the
905
completed ov er the past 12
months
(212
Dav is
Apartments and 100 Bond
East), both of which recorded
av erage index rents ov er
$2.50 psf , same sample
rents in the 905 region
increased by 8% y ear-ov ery ear to $1.89 psf .
By municipality , av erage
index rents in the f ormer City
of Toronto increased to
$3.13 psf , a 6% increase
f rom a y ear ago ($2.96 ps f ) .
Av erage index rents
ranged on a per project basis
f rom $2.30 to $3.79 psf .
North Y ork saw index rents
rise 10% ov er the past 12
months to $2.56 psf , while
Etobicoke saw index
rents increase by 6% to
$2.50 psf .

Av erage index rents in Nort h
Y ork ranged f rom $1.91 to
$3.14 psf , and f rom $2.42 t o
$2.57 psf in Etobicoke. In the
905 region, Mississauga
continued to hav e the
highest av erage index rents
at $2.41 psf , f ollowed by
Durham at $2.29 psf and
Brampton at $2.01 psf .
Av erage index rents on a pe r
project basis ranged f rom
$1.40 to $2.75 psf in the 905.
Durham recorded the larges t
annual increase in av erage
index rents (29%) due to t h e
addition of 100 Bond East,
which recorded the highest
av erage index rent ($2.75
psf ) of purpose-built rentals
in the 905 region. With the
completion of 212 Dav is in
Newmarket, Y ork Region
added its f irst purpose-built
rental building to be tracked
through
Urbanation’s
purpose-built rental surv ey ,
recording an av erage index
rent of $2.59 psf .

Supply conditions remained
exceptionally tight across
newer purpose-built projects
in the GTA, with an av erage
v acancy rate of 0.2% in Q 3 2017, down f rom 0.6% in Q32016. Excluding projects stil l
in their initial lease-up period,
the newer GTA purpose-built
rental stock was nearly f u l ly
leased with less than 22
units v acant.
There were 19 projects (24
buildings) containing 6,164
units under construction as
of Q3-2017, up f rom 4,998
units within 19 projects (23
buildings) in Q3-2016, and
the highest lev el within the
last 12 months.

Source: Urbanation
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Proposed New Rental Buildings in the GTA
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RECENT SALES IN THE GTA
GT A
Address

CO M M E RCI AL
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Suites

Price MM

Cap
Rate

Notes

1848 Jane Street

21

$3.74

4.1%

Priv ate Buy er

161 Wilson Av enue

56

$14.0

4.0%

Institutional Buy er

2548 Kipling Av enue

153

$33.0

NA

Priv ate Corporate Buy er

1053 Don Mills Road

252

$50.0

NA

Purchased by Dev eloper

24 Forest Manor Road

127

$35.23

3.5%

Priv ate Corporate Buy er

55 Montcair Av enue

52

$13.5

NA

Foreign Buy er Priv ate

35 T h e L ink s Road
S u ite 201
T o r onto, Ontario
M 2P 1T 7

P h o ne:
( 416) 972- 9220

S ee u s at:
w w w .cf rea lty.ca

About The Apartment Group
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 over 8 0 0
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 $4.0 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 bri ng
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 ho w
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.

