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Market Year in Review
& Outlook Report

A Message from the CEO

This is the Kfth edition of our annual Market Year in Review & Outlook Report, a report that | am
immensely proud to have seen grow over the years into a must-read, not only by those with an interest
in the Greater Golden Horseshoe (GGH) real estate market, but also by those with a keeninterestin
seeking solutions to improve the quality of life in this region.

This initiative began in 2015, with the inaugural report examining the competitive positioning of the
GGH, drawing attention to the challenges we face with the provision of housing and agordable home
ownership, infrastructure and broader economic development. Year after year, this report has proven
to shed light, provide clear and hard evidence, as well as oger solutions to the major challenges we
collectively face in the Greater Toronto Area and beyond that we identiKed in the initial report, namely
infrastructure, transportation and traQc, transit and housing supply.

We would like to acknowledge the work of the Toronto Region Board of Trade on the movement of people and goods Kle, an
areawhere we collaborated on research that has contributed to the dialogue.

This year’s report presents fresh ideas on what is critically needed to accommodate the increasing population across the
GGH, as well recommendations on how to manage the ongoing demand for housing. The Toronto Regional Real Estate Board
continues to make great strides in working with policymakers and industry stakeholders in advancing the issues and
suggested solutions to major issues in the region.

We currently have infrastructure that does not appear to be keeping pace with the large number of people attracted to this
region. It seems like we've been talking about the housing supply issue for quite some time. Although there is encouraging
news and steps coming from various levels of government, the time is now to start making real egorts to bring in more supply
and a greater diversity in housing types.

We need to see the development of a greater diversity of mid-density housing to bridge the gap between detached homes
and high-rise condos. In other words, we need to see policymakers actively addressing the AMissing Middle.ll Alongside a
diverse supply of housing, the GGH needs kexible housing market policies that will help sustain balanced market conditions
over the long term.

The Greater Golden Horseshoe is globally recognized as a great place to live, work and do business. To create more housing
supply in our high demand real estate market, | believe all levels of government should make a stronger commitment to work
together to expand infrastructure and transportation across the GGH.

Technological advances are a reality, and emerging trends in transportation also have the potential to impact the system,
including vehicle-on-demand services and autonomous vehicles on our roads. Without properly leveraged and well-planned
transportation infrastructure, this could exacerbate the GGHis current transportation challenges. With that in mind, this
report ogers evidence-based research that discusses and ogers solutions to some of these issues.

In fact, we titled this yearts edition AThe Time is Nowll to put focus on planning for growth in the GGH, because in order to solve
tomorrowis problems, we need to plan and implement solutions now. It costs billions to build needed infrastructure today.
However, if we miss an opportunity, what will it cost to build the necessary infrastructure in 5 or 10 years? What is the immedi-
ate and long-term economic impact? How much will government intervention in the real estate market impact these changes?

I hope you enjoy reading this report and encourage you to be part of the dialogue.

John DiMichele
CEO, Toronto Regional Real Estate Board
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2019 Year in Review
and 2020 Outlook

With Survey Results from Ipsos

TREB MLS® New Listings Flat Since

Recession
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Figure 1. TREB MLS® New Listings Flat Since Recession

Save for a brief spike in new listings in 2017, new
listings have been persistently kat-to-down over
the past decade. This trend, which goes against
accepted economic theory vis-a-vis price growth,
has been based on a number of ill-planned public
policy moves over the better part of the past de-
cade-and-a-half, including:

» The City of Toronto’s Municipal Land Transfer Tax
(MLTT) — Studies have shown that the MLTT has
prompted households to remain in their existing
home, possibly choosing to renovate, rather than
listing their home for sale in order to purchase
another home that better meets their housing
needs. The reason for this behaviour is that these
households do not want to pay the large, upfront
MLTT that cannot be amortized over time.

e The two percentage point stress test on insured
mortgages mandated by the OQce of the
Superintendent of Financial Institutions — This
stress test arguably precluded many households
from listing their home and purchasing another,
because they would not have qualiKed under the
new stress test regime for the additional funds
required to make their purchase.

* Inability to bring online a greater diversity of
housing supply — Ipsos polling has found that
the majority of intending home buyers still
prefer some form of low-rise housing. The
problem is that new home completions over the
past decade have been dominated by either
detached houses or condominium apartments.
If a greater diversity of higher density low-rise
home types — often termed the “missing middle
—were available, more existing homeowners
may be willing to list their current home for sale
in order to subsequently purchase one better
meeting their housing needs.

Regardless of the reason, new listings were down
by 2.4 per cent annually in 2019 to 152,739. This
decline in listings, coupled with resurgent demand,
led to an accelerating pace of price growth,
especially in the second half of 2019.

Above-InLjation Price Growth in 2019

When demand increases relative to supply, as was
the case in 2019 versus 2018, it means that home
buyers are faced with increased competition. The
resultis an accelerating pace of price growth as
buyers become more aggressive with their ogers
in order to secure a deal. This scenario played out
across most GTA market segmentsin 2019.

The average price for all home types combined

in 2019 was $819,319 — up by four per cent com-
pared to $787,856 in 2018. The average price grew
at a similar annual rate in the City of Toronto and
the surrounding regional municipalities.

When price growth was broken down by MLS®
Home Price Index (HPI) benchmark home types,
there were digerences in annual growth rates. The
condominium apartment market segment experi-
enced the strongest year-over-year price growth.
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Rental Market
Review and Outlook

Rental Market Moving Forward

The most recent Ipsos survey of potential home
buyers over the next year suggests that approxi-
mately one-third of current GTA renters are al-
ready seriously considering moving from rental to
home ownership over the next year. An additional
23 per cent of renter households say they would
seriously consider a move to home ownership if
they face further rent increases. Supporting these
Kndings is another Ipsos-based statistic that sug-
gests Krst-time buying activity will be edging up in
2020. These polling results point to a signiKcant
amount of churn in the rental market over the next
year. While people moving from rental accommo-
dation into home ownership would free up space
for other renters, this churn will not on its own
result in any net new additions to the rental stock.

With Survey Results from Ipsos

the average mortgage principal and interest pay-
ment was $459 and $462 respectively. In 2018 and
2019, the spread was $145 and $209. Clearly, the
potential for returns based solely on rental income
has diminished. This could inkuence a potential in-
vestor’s decision to purchase a unitand rent it out.

Likelihood of Listing Investment
Property For Sale
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Figure 2. Mortgage P&l and Average Rents, 1-Bedroom &
2-Bedroom Condominium Apartments*

A key driver of rental supply is growth in average
rents. The strong increase in average rents we
have seen over the past few years should result

in more units coming online as investors seek
improved returns on their investment. However,
over the same period of time, the cost of condo-
minium apartment ownership increased as well. In
2015 and 2016, the spread between the average
one-bedroom condominium apartment rent and
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Figure 3. Likelihood of Listing Investment Property For Sale

Many current investor-owners have beneKtted
from strong market value increases over the past
decade. These paper gains in wealth, coupled with
the prospect for further government intervention
in the rental market (for example, the potential
for vacancy taxes), appears to be pushing some
investors to at least think about selling their in-
vestments. The most recent Ipsos Home Owners
Survey found that 66 per cent of investor-owners
in the GTA are very likely (30 per cent) or some-
what likely (36 per cent) to list their investment
properties for sale in 2020.

While we did see an improvementin condo apart-
ment rental supply in 2019, recent consumer poll-
ing coupled with the potential for smaller returns
on investment from rental income suggests that
there are still forces working against more bal-
anced market conditions in the GTA rental market.
Policymakers at all levels of government need to
be mindful of rental supply requirements as the
GTA population continues to grow on the back of a
strong regional economy and strong immigration.






























Commercial
Review & Outlook

6.9 per cent over 2018 to 4,631,741 square feet.
This increase follows the fact that the Toronto
area has become a centre for growth in Knance,
professional, technology and other high-order
service sectors. In all likelihood, the regionks
economic base will continue to evolve towards
sectors that require some type of oQce space.
With this in mind, it is not surprising to see strong
growthin oQce leasing. Itis also reasonable to
assume that this growth will continue moving
forward, barring a broader economic shock
impacting the Canadian economy as awhole.

Commercial Property Sales

Total TREB MLS® Sales Activity*
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Figure 4. Total TREB MLS® Sales Activity*

Commercial property sales through TREBfs MLS®
System were slightly up compared to 2018. A
combined 1,191 industrial, commercial/retail and
oQce properties were soldin 2019 1 up 0.3 per
cent from 1,187 properties sold in 2018. Industrial
property sales were down by 0.2 per centon a
year-over-year basis, with 454 sales. The 0Qce
segment experienced an annual decrease of 7.2
per cent to 257 properties sold. The commercial/
retail segment experienced a jump in sales with a
5.5 per cent year-over-year to 480 transactions.
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The Marketin 2019 & 2020

According to sales data entered into TREBks MLS®
System, the most popular size range of units sold
amongst the three commercial segments was
between 1,000-5,000 square feet, representing 56
per cent of all commercial sales. In this size range,
the average size of commercial/retail units sold
was 2,336 square feet, the average size of industri-
al units sold was 2,454 square feet and the average
size of sold oQce space was 2,106 square feet.

Itis important to note that the most popular sized
range of units sold entered into TREBks MLS®
Systemin 2019 was the exact same as both 2018
and 2017. These types of mid-sized units have
become an attractive investment for both small-
and medium-sized businesses looking to capitalize
on the hiring pool of the talented workforce that is
found in the GTA, as well as the proximity to a large
consumer base to sell products and services.

Positive labour market conditions and growing
wages and salaries, on average, have served to
bolster consumer conKdence, and by extension,
spending on retail goods. As the population of the
GTA continues to grow, it is reasonable to assume
that many population serving businesses will have
the opportunity to expand. Many of these business
owners may seek to investin commercial/retail
property. In addition, investors may choose to
make investments in order to lease space to
expanding businesses.

*Figures summarize total industrial, commercial/retail,

and ogce square feet sales through TREBIs MLS®
System, regardless of pricing terms.






Policymakers on Solutions
for Population Growth

Submissions from Provincial & Municipal OQcials

Our government wants to put agordable home ownership within reach of more
Ontario families and make it easier for people to live closer to where they work.
With the continued economic growth of the Greater Toronto and Greater Golden
Horseshoe Region, we understand the need to make it faster and easier to build
housing in our province.

Earlier this year, we introduced More Homes, More Choice: Ontario’s Housing Supply
Action Plan to help build the right types of housing in the right places and to make
housing more agordable. We want to ensure that Ontarians can rent or buy the home
they need at every stage of life. Our plan increases the land available for development and encourages
greater density around transit stations. Our government understands that we must increase supply to
match the demands of a growing population.

We realize that as more housing becomes available, it is essential to ensure these growing communities
have access to all types of transportation. | am very pleased that our government has reached a pivotal
moment in Toronto transit history —with the City of Toronto and the Province of Ontario endorsing one
single uniKed plan for subway expansion in Toronto. We have also expanded GO Train service, invested
in buses, and are improving our highways. Our work to improve access to public transportation will help
reduce congestion on roads and highways, and allow people to spend more time with their families.

Over the last year, we have laid the groundwork for our partners, but our government cannot solve the
housing crisis alone. Cities must zone for a mix of housing that meets peoplefs changing needs, and home
builders must seize the opportunity to build housing that people can agord.

| know we can attract the most talented and innovative people to invest and spend their lives in our
province. We all need to be innovative ourselves and work together to create more housing that meets
peopleks needs and their budget, because every Ontarian deserves a place to callhome.

Hon. Steve Clark
Minister of Municipal Agairs & Housing, Province of Ontario

Ontario @
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Policymakers on Solutions
for Population Growth

Submissions from Provincial & Municipal OQcials

Last March, Council Knalized its priorities to advance the city over the next three
years. These 22 priorities continue the momentum of implementing Bramptonks 2040
Vision and rekect feedback heard from residents.

Itks about the environment, jobs and urban centres, neighbourhoods, transportation,
social matters, and health, along with arts and culture. Improving livability and pros-
perity by focusing on local education and employment opportunities, neighbourhood
services and programs, and job investment strategies is key to our Cityfs success.

While the Region of Peel is the local housing authority, the City is responsible for land
use planning. The City recently began developing its agordable housing strategy, Housing Brampton.

Itis focused on increasing the number of agordable rental and ownership units that are created. The
strategy looks at agordable housing tools like CIPs, inclusionary zoning, second units, rental protection
policies, and a streamlined development approvals process. Agordable housing is critical to attracting
and retaining talent and the workforce employers need. Todayis trend is for talent to live close to work
and avoid commuting. The City is working with residents, housing providers, community stakeholders,
and all levels of government to develop a “made in Brampton” strategy that responds to the current and
future housing needs of Brampton residents. We expect the Knal strategy to be presented to Council in
the latter half of 2020.

Patrick Brown
Mayor, City of Brampton
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Future of Transportation

Infrastructure in the GTHA

Research from the Canadian Centre for Economic Analysis (CANCEA)

Between 2006 and 2016, the population in the
region has grown by 14% and the number of jobs
has grown by almost 10%. By 2041, the population
is expected to grow by a further 41% to over 10.1
million.

Longer commutes are a consequence of the
geographical divide between home and workplace
found in the region. The majority of employeesin

Change in Mode Share: Private Vehicle

Change in Mode Share: Public Transit
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Figure 2. Change in Private Vehicle Use (top) and Public
Transit (bottom) as Primary Mode, 2006 to 2016

six of the nine municipalities with the largest num-
ber of jobs commute in from other municipalities.
Only in Toronto, Hamilton and Mississauga do over
50% of the locally employed population also reside
within the same municipal boundaries.

People who reside in the larger urban centres of
the GTHA, and Toronto most notably, generally
have public transit options that connect their plac-
es of residence and work. Outside of these urban
cores, car ownership is a necessity. Thus, while

the prevalence of public transit has increased as
the main mode of commute for people residing in
GTHA, the share of private vehicle commutes has
increased in the rest of the region.

Present Transportation Challenges

Currently, more than half of commuters spend
over 30 minutes commuting in a single direction,
and for some commuters, this can even exceed
an hour. This exceeds the commonly cited
“Marchetti’s Constant,” the notion in trans-
portation literature that on average, people are
willing to commute for 30 minutesin a single
direction, and hints at the pressure building up
in the system. The longest commutes belong

to residents of municipalities in the north of the
GTHA and those for whom public transit is the
primary mode, as shown in Figure 3. (Note that
outside the major urban centres of the GTHA,
fewer people use public transit due to its limited
availability with the exception of longer trips on
the regional GO Transit lines.)

In fact, on public transit, commutes of an hour or
more are twice as common as commutes last-

ing under 30 minutes. Public transit takes longer
per kilometre than private vehicles, and it is likely
because of this higher time cost that many people
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Transit-Supportive Development

Along Bus Corridors

What is Transit-Supportive Development (TSD)?

The compact urban growth and development of a community

that has a balanced mix of housing, jobs, shopping & services
within a 10-minute walking distance

around transit.

E [ ]
I &
What is mid-density housing?
Sometimes referred to as the missing middle, it
includes row houses, apartments or flatsina
duplex, low-rise apartments, and single-attached houses.

Lack of housing supply and population growth
has resultedina ordability issues.

Between ‘06 and 18 in Toronto, median household income rose
by only 30% while avg. home ownership costs rose by 131%.

€000+
»0000000000000+

More mid-density is needed near transit stops.
Development near transit, especially along key bus feeder
services, could supply more housing & transportation options

to our growing population.

M Buses

[ ] subway Trains

49% of transit
trips are made by
bus, making it an
important mode
within the transit

system.

. Streetcars

|:| Scarborough RT Trains

TSD can provide benefits to residents of the GTHA.

Increased density | The further transit It can lower
is expected to goes, the more transportation and
increase wages. people will take it. housing costs.

e 10%

more kilometres driven

is associated with an

® ¢ 0/
— $280 m‘ %(;rgseir?
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TSD could improve public health in the GTHA.

Transportation carbon footprints are about 50% higher in large
suburbs compared to large urban centres.

increasein
N urban density
A
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Research from the Pembina Institute

Greater Housing Around Transit is a
Smart Investment

The Greater Toronto and Hamilton Area (GTHA) is
the fastest growing region in Canada, expected to
grow to more than 10 million people and 4.8 million
jobs by 2041. Although the GTHA is one of the
most attractive places to newcomers and busi-
nesses in Canada, the region is challenged to keep
up in providing housing and transit that meets a
growing population and economy. Municipalities
face a complexity of housing challenges, including
alack of suitable and agordable housing in close
proximity to high-quality public transit.

As the region evolves, what remains is that con-
tinued investments in public transit and building a
diversity of housing types within walking distance
of transit stations and transit corridors (“tran-
sit-supportive development”) is a smart invest-
ment. Building vibrant mixed-use communities
around rail transit (e.g., GO train, subways, and
light rail) is an important part of transit-support-
ive development. However, the bus network also
plays a role in connecting people and placesin

the region, and the opportunity to accommodate
growth along high ridership bus routes should not
be overlooked. Nearly half of Toronto’s total transit
ridership in 2017 was from passengers travelling
by bus!. Improving the quality of bus service can
be a mechanism to spur housing development
that is missing in today’s market like row houses,
duplexes and low-rise apartments. Establishing
bus rapid transit (buses in dedicated rights-of-way
or grade-separated roadways) over time for routes
with high ridership is fundamental to guiding
compact, mixed-use urban form.? When cities
incorporate a greater mix of development and
































https://www.ryerson.ca/content/dam/cur/pdfs/Projects/TRREB/CUR_Upbeat_Outlook_for_GTA_Economy_to_Continue_to_Stoke_Home_Prices_and_Rents.pdf









