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Executive Summary

The Toronto Regional Real Estate Board
(“TRREB”) requested the Centre for Urban
Research and Land Development (“CUR”) study
the future drivers of economic activity in the
Greater Toronto and Hamilton Area ("GTHA") and
how these economic prospects will impact housing
affordability.

This report addresses three questions: (1) How are
economic activity and employment in the GTHA
expected to change over the next decade?; (2) What
are the implications for future average household
incomes?; and (3) How is this economic outlook
expected to impact housing affordability in the
region?

The GTHA economy is expected to churn out

a healthy amount of high-paying jobs over the
next decade. This is good news for the wave of
immigrants coming to the region in search of work
and for Millennials and Generation Zers entering
the job market.

This positive economic scenario will continue to
fuel demand for housing in the GTHA. However,
the supply of new housing in the region is not
expected to grow fast enough to meet the needs
of new households, putting upward pressure on
home prices and rents. Housing costs are therefore
expected to continue to outstrip household income
growth over the next decade.

The GTHA economy to remain
resilient in the face of global
economic headwinds

* The GTHA economy is expected to create an
average of 65,000 jobs per year over the next
decade, many of which will be in the tech and
finance industries. This is down only slightly
from the annual average of 75,000 jobs added
during the past decade;

* The shift to employment in higher paying
industries has and will continue to result in
significant income gains for households in the
region; and

» The average household income in the GTHA
reached above $100,000 in 2017 and is
expected to continue to climb by an average of
3% to 4% per year over the next decade.
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Housing affordability challenges
will remain even with incomes on
the rise

* Aggregate measures of housing affordability
- homeownership carrying costs-to-income
and rent-to-income ratios - will continue to
rise over the next decade despite increasing
incomes;

* The current housing supply-demand
imbalance is anticipated to continue putting
upward pressure on home prices and rents
over the next decade;

* More immigration is coming to the region
than has historically been the case, and
Millennials are aging into their peak home-
buying ages;

* The underlying demand for housing is
expected to continue at a pace of more
than 50,000 units per year in the GTHA. In
comparison, only 42,000 new homes were
built per year over the last 5 years in the
region;

» Three-quarters of the supply deficit is
accumulating in the ground-related housing
market;

* Demand is rising fastest in the rental market,
inflated by aspiring homeowners who have
been forced by the rise in market prices to
remain in rental accommodation; and

* Average rents and home prices are expected
to rise between 4% and 5% per year over the
next decade, moderately faster than income
growth forecasts.

Renting to become more popular

* Not all the projected new demand will be
realized because of an insufficient supply of
housing;

* Many younger households will opt to stay
with their parents longer, find roommates,
or look for more affordable housing options
outside of the GTHA, trends that have
already started to take hold; and

* Middle-to-high income earning households
will find some relief in the rental market,
which still offers more affordable options



than owning. However, this will crowd
out lower- and moderate-income earning
households, who will have more difficulty
finding suitable accommodation.

A regional view

*  While most of the job gains will occur in the
Toronto CMA, the Hamilton and Oshawa
CMAs will also benefit from employment
creation in service industries tied to population
growth, such as education, healthcare, retail
and construction;

* The city of Toronto will remain a hot
destination for the younger population and
immigrants. These demographic groups tend
to be renters, and 80% of the GTHA’s rental
stock is in the city of Toronto. Peel region
also attracts a sizable share of the immigration
coming into the CMA;

e Millennial and Generation X households,
though, are already starting to leave the city
of Toronto for the 905 regions or beyond,
in search of more affordable ground-related
housing. The Hamilton and Oshawa CMAs
are among the top destinations for Millennial
and Generation Xers looking for affordable
homeownership; and

* The lag in new housing development in York
region has crimped population growth.

More supply is needed to provide
relief to rising housing costs

* The main obstacle preventing a substantial
increase in the supply of new housing in the
GTHA is the severe shortage of ready-to-build-
on sites, both in built-up urban areas and on
the greenfield fringes, a shortage caused by
restrictions imposed by the land-use planning
system;

* The current Ontario Government has
made strides in improving the regulatory
environment to increase the available supply of
serviced sites for homebuilders, which is a step
in the right direction;

* Unfortunately, the measures taken to date
are not enough to facilitate the increase in
the housing supply needed to help alleviate
housing price and rent pressures expected in
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the GTHA over the next decade; and

Recent CUR studies, including a February
2019 report funded by TRREB, made
some recommendations that we believe
will have more punch:

* Making the provision of housing
the number one goal of the land-use
planning system;

* Encouraging and incentivizing
secondary suites in single-detached
homes;

* Ensuring municipalities maintain a
sufficient inventory of developable
sites by unit type to accommodate
housing demand as required by
provincial regulation;

* Re-zoning residential
neighbourhoods and lower priority
employment lands to allow for more
“missing middle” housing; and

* Encouraging and incentivizing
development around major transit
stations currently surrounded by
low-density neighbourhoods.

Conclusion

The GTHA economy is expected to create
many high-income paying jobs, especially
in both tech and finance; and

Even as incomes rise, housing
affordability will continue to deteriorate
without a significant change in the land-
use planning system to greatly increase the
supply of serviced sites for homebuilders
in built-up and greenfield areas throughout
the GTHA.



Introduction

Housing affordability has been a key challenge
for many aspiring homeowners and renters

in the Greater Toronto and Hamilton Area
(“GTHA”) during the 2010s.

Average home prices have risen more rapidly
than average household incomes, as housing
demand outstripped supply in both the existing
and new home markets. The ratio of required
carrying costs on an average priced home
purchase relative to average household incomes
rose to the highest level since the early 1990s
(see Figure 1), despite mortgage rates remaining
historically low. The rental market also
tightened, with rents rising faster than average
incomes.

The GTHA economy performed at a robust

pace over the past decade. Job gains remained
healthy and the transition to higher-paying tech
and finance jobs led to strong gains in average
household incomes. Permanent and temporary
immigration boomed, helping to contribute to
economic gains for the region, while also adding
upward pressure on housing demand.

The Toronto Regional Real Estate Board
(“TRREB”) requested the Centre for Urban
Research and Land Development (“CUR”)
study the future drivers of economic activity
in the GTHA and how these future economic
prospects will impact housing affordability.

This report addresses three questions: (1) How
are economic activity and employment in

the GTHA expected to change over the next
decade?; (2) What are the implications for future
average household incomes?; and (3) How

1s this economic outlook expected to impact
housing affordability in the region?

The GTHA economy is expected to continue

to churn out a healthy amount of high-paying
jobs over the next decade. This is good news for
the wave of immigrants coming to the region

in search of work and for Millennials and
Generation Zers entering the job market.

This positive economic scenario will continue

to fuel demand for housing in the GTHA.
However, the supply of new housing in the
region is not expected to grow fast enough to
meet the needs of new households. These factors
will continue to put upward pressure on home
prices and rents. Housing costs are expected to
continue to outstrip household income growth.

The regional focus of this study is that of the
GTHA, approximated by the Toronto, Hamilton
and Oshawa Census Metropolitan Areas
(CMAs). At times in the study, the region is also
approximated by its dominant economic entity,
the Toronto CMA, due to data limitations. The
report also delves into trends by municipality

in the GTHA (e.g., the city of Toronto, the 905
regions) when data was available. The focus of
the analysis is on the average household. We do
not break down households by income groups.
Lower-income households will experience
affordability challenges regardless of the overall
economic situation.

e Home purchase costs**

50
45
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Figure 1: Metrics of Housing Affordability in the GTHA*, 2002-2031F

Average rent on purpose-built rentals and rental condo apartments
e Average asking rent on a MLS-listed 1-bedroom condo
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condos purchased by individual investors for rental purposes.

Source: CUR, based on data from the Toronto Regional Real Estate Board, Statistics Canada and Canadian Housing and Mortgage Corporation. * GTHA is represented by the
Greater Toronto Area. **Costs reflect the average monthly payment needed to buy an average priced home with 20% down and a five-year fixed mortgage rate. ***Reflects
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The first section of this report discusses the past
performance and future expectations for the

GTHA job market and expectations by industry.
The second section discusses what this industry
breakdown means for household income growth.
The third section discusses what this implies for the
ability of the average income-earning household to
afford housing in the GTHA. We conclude with our
policy prescriptions for increasing the supply of
housing in the GTHA.

The GTHA economy
to create an average of
65,000 jobs per year
over the next decade

2019 was marked by a high degree of global
economic uncertainty, yet the job market in the
GTHA still churned out 123,000 jobs — the biggest
employment gain since 2001. 2019 capped off

a record decade for job creation, in which the
economy created an average of roughly 75,000
new jobs per year, as compared to just 44,000 per
year in the previous decade (see Figure 2).

The pace of job creation is likely to moderate to a
steadier, but still healthy, average of 65,000 jobs
per year between 2020 and 2031:

» Recession fears in Canada have lessened,
although they have not gone away. Meanwhile
the signing of the new Canada-United States-
Mexico Agreement (CUSMA) and phase one of
a U.S.-China trade deal eases some uncertainty
around future trade prospects. This should
restore some business confidence, leading to a
pick-up in business investment and continued
gains in hiring;

* Overall, the Canadian economy (real GDP) is
expected to grow by an annual average of 1.8%
per year over the next decade;

* The share of Canadian GDP driven by the
GTHA economy has been rising for the last two
decades (see Figure 3), fueled by stronger-than-
average business investment and population
growth in the region. Real GDP growth
averaged 2.9% per year from 2014 to 2019
in the GTHA, compared to 1.9% for Canada
overall (see Figure 4);
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Figure 2: Past and Future Average Annual
Employment Gains by CMA, GTHA, 2002-
2031F
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Source: CUR, based on data from the Clty of Toronto and Statistics Canada.

Figure 3: Past and Future Share of Canadian Real
GDP* Being Driven by Ontario and GTHA**, 1981-
2031F
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Source: CUR, based on City of Toronto and Statistics Canada.*GDP=Gross
Domestic Product. **GTHA approximated by the Toronto CMA.

Figure 4: Past and Future Annual Average Real
GDP* Growth, Canada, Ontario and the Toronto
CMA, 2014-2031F
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Source: CUR, based on Clty of Toronto and Statistics Canada data.

*GDP=Gross Domestic Product.




Figure 5: Past and Future Annual Average Real
GDP* and Employment Growth, GTHA**, 2008-

2031F
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Domestic Product. **Approximated by the Toronto CMA.
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The industry
breakdown is shifting

* Some of the GTHA’s out-performance is likely
to be tempered by a cooling in consumer
spending in light of high debt levels. Real

GDP in the GTHA is thus expected to rise by a

cooler 2.0% per year over the next decade (see

Figure 5); and

* An average gain of 65,000 jobs per year in the
GTHA will be consistent with this slower pace
of economic growth. There may be fewer new
jobs created than seen in the last five years, but

to higher-paying jobs
From an industry perspective, the breakdown
of job creation changed considerably over the
last decade, as employment in the tech, finance,
insurance and real estate industries ramped up,
while the share of manufacturing jobs fell (see
Figures 6a to c):

» Combined, jobs in the professional, scientific
and technical, finance, insurance and real
estate sectors accounted for 40% of jobs
created in the GTHA over the last five years.
The vast majority of these jobs were created
in the Toronto CMA;

* Average annual job creation in the

professional, scientific and technical service
sector ramped up sharply during the 2010s.

this number is still high in historical context.

The industry created 16,000 jobs on average
per year between 2014 and 2019, compared
to 10,000 jobs between 2010 and 2014 and
just 6,000 in the prior five years;

Figure 6a: Past and Future
Average Annual Employment
Gains by Industry, Toronto CMA,
2010-2031F
®2010-2014 m2014-2019 = 2020-2031F
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Source: CUR, based on Statistics Canada data.
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**FIRE=Finance, Insurance and Real Estate
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Figure 6b: Past and Future
Average Annual Employment
Gains by Industry, Oshawa CMA,
2010-2031F
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Figure 6¢: Past and Future
Average Annual Employment
Gains by Industry, Hamilton CMA,
2010-2031F
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Figure 7: Average Annual Employment
Gains/Losses for the Tech* and Other
Professional, Scientifc and Technical Industries,
GTHA**, 2002-2018
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22

° m —

-2

2002-2009 2010-2014 2014-2018

Source: CUR, based on custom data ordered by the City of Toronto from
Statistics Canada. *Includes tech-related service and manufacturing jobs.

The tech sector, however, began to ramp

up employment in the last five years. City
of Toronto data show that the jobs created
in the professional, scientific and technical
services sector over the last five years in the
Toronto CMA were heavily skewed towards
the tech-sector (see Figure 7); and

Finance, insurance and real estate more
than doubled job creation in the second half
of the last decade, creating an average of
14,000 jobs per year between 2014-2019,
compared to just 6,000 in the prior five
years.

Other employment highlights include:

The bleeding of manufacturing jobs slowed
in the last decade, but the industry still lost
an average of 1,000 jobs per year between
2010 and 2019, after losing a total of
158,000 jobs (across all three CMAs) in the
prior decade; and

Job creation shifted towards population-
related sectors such as construction,
wholesale, retail, education and healthcare.
in the Oshawa and Hamilton CMAs.

Looking ahead, the finance and tech sectors are
expected to maintain their lead in employment
growth, but the job gains between 2020 and
2031 are expected to be more diverse;

The region remains a magnet for the world’s
talent pool, which will continue to attract
businesses;

There has been a significant investment in
office space, which will provide real estate
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space for more office-related jobs. Statistics
Canada estimates there were $3.2 billion
worth of building permits issued for office
space over 2018 and 2019 in the GTHA,
compared to $1.2 billion in building permits
issued for factories and plants. Most of these
building permits were issued in the Toronto
CMA;

* The Federal Government introduced the
Global Talent Program in 2017, which fast-
tracks immigration for managerial talent
in tech-related industries. This program is
expected to help generate thousands of more
jobs in the tech sector, many of which will be
attracted to the GTHA;

* Population growth in the region has ramped
up, which will support job creation in
industries tied to population-related services;

* Manufacturing is unlikely to make a
comeback to the region, however, more
certainty around global trade prospects and
a relatively low Canadian dollar will help
stabilize the industry; and

*  While most of the employment gains will
occur in the Toronto CMA, the job markets
in the Hamilton and Oshawa CMAs will also
benefit from growth in service industries tied
to population growth.

Average households
enjoy above average
income gains

The unemployment rate in the GTHA hit a

two decade low of 5.9% in 2018 and 2019,

after averaging 7.2% between 2002 and 2017.
Relatively tight labour markets and the shift to
more finance and tech jobs has resulted in above
average household income gains:

*  While the labour market strengthened
through the last decade, nominal income
growth began to catch-up in the last five
years;

* Nominal average household income is
estimated to have risen by 4.5% per year
between 2014 and 2019, almost double

10



the pace of the prior five years. Average
household incomes in the GTHA topped
$100,000 in 2017 (see Figure 8); and

* The number of households making
$100,000 or more tripled between 2000
and 2017. Roughly a third of households in
each of the Toronto, Oshawa and Hamilton
CMAs now make more than $100,000 (see
Figure 9); and

» The shift to more tech and finance related
jobs has contributed to these income gains.
The tech and finance, insurance and real
estate sectors pay an hourly wage of $51 per
hour in Ontario, significantly higher than
the provincial average for all jobs of $37 per
hour (see Figure 10).

The average household income in the GTHA is
expected to continue to climb by an average of
3% to 4% per year over the next decade:

* The unemployment rate is expected to hold

steady near 6% over the next decade (see
Figure 11), helping to keep wage growth
stable;

The aging of the millennial cohort will
mean that they are also moving into their
higher earning years. Millennials are
currently aged 24 to 38. Over the next
decade, they will move into the 35 to 44
age group (and older). Almost 40% of this
age group makes more than the average
household income of $100,000; and

Not only do tech and finance jobs have

the highest hourly wage rates, they are the
industries with the fastest growing average
hourly wages in Ontario. The average
hourly wage growth was 4% for both tech
and finance in Ontario in 2018, double the
rate of other industries. This pace of wage
growth is forecast to be tempered by a shift
to population-related industries, where wage
growth is closer to 2%.

Figure 8: Past and Future Average Household
Income®*, GTHA**, 2003-2031F
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Source: CUR, based on Statistics Canada data. *Household income in 2017
constant dollars was adjusted by Consumer Price Inflation (CPI) for the CMA.
**Approximated by Toronto CMA.

Figure 9: Share of Households Earning $100,000
or More by CMA, GTHA, 2000-2017
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Figure 10: Average Hourly Wage by Industry,
Ontario, 2010 and 2018
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Figure 11: Past and Future Unemployment
Rates by CMA, GTHA, 2002-2031F
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Figure 12: Past and Future Home Purchase
Affordability,” GTHA**, 2002-2031F
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average monthly payment needed to buy an average priced home with 20%

down and a five-year fixed mortgage rate. **GTHA is approximated by the
Greater Toronto Area (GTA).

Housing affordability
challenges to remain

Along with booming job markets and household
formation, housing has become less affordable to
the average household in the GTHA:

* The average home sales price grew by 7.4% per
year between 2009 and 2019, more than double
average household income growth;

* Figure 12 shows that in 2018 the ratio of
housing affordability in the ownership market
reached its highest level since the 1990s,
despite low mortgage rates. This ratio dipped
in 2019, due to a brief drop in home prices, but
was on the rise again by the end of the year;

* Housing affordability in the ownership market
is calculated as the ratio of the cost to purchase
an average-priced home with a conventional
mortgage (20% down, 25-year amortization
and a quoted five-year fixed mortgage interest
rate) relative to average household incomes.
When this ratio rises, purchasing a home in the
resale market becomes more expensive relative
to incomes. Vice versa when this ratio falls; and

* Average rents on occupied units in purpose-
built rentals and rental condos combined rose
by an annual average of 4.9% in the last five
years, slightly faster than household income
growth (see Figure 13) and more than twice as
fast as the prescribed rent control increases in
Ontario.

Aggregate measures of housing affordability will
continue to rise over the next decade as economic
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Figure 13: Past and Future Average Rent-to-
Average Household Income Ratio, GTHA, 2002-
2031F

= A\verage rent on occupied purpose-built rentals
and rental condo apartments*

35 Average asking rent on a MLS-listed 1-bedroom
30 condo

25

.

15
10 Forecast
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% of Average Household Income
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Source: CUR, based on data from TRREB, Statistics Canada and
CMHC.*Reflects average rents for purpose-built rentals and condos purchased

by individual investors for rental purposes.

gains moderate (see Figure 12) and housing
supply-demand imbalances continue to put
upward pressure on home prices and rents. Home
prices and rents are forecast to rise by an annual
average of 4 to 5% over the period.

Demographically-driven housing requirements
are likely to remain strong. CUR expects there

to be underlying demand for 50,000 dwelling
units per year between 2016 and 2031 (see Figure
14), compared to an annual average of 38,000
households created between 2006 and 2016;

» A 2018 CUR report noted there were roughly
a million Millennials that would be leaving
their parental home in the next decade. At the
time of the 2016 Census, many Millennials
had been delaying the move from their parents'
home.' We anticipate that pent-up demand will
be unleashed;

1 Petramala, Diana, and Frank Clayton (2018). "Millennials in the Greater
Toronto and Hamilton Area: A Generation Stuck in Apartments?" Centre
for Urban Research and Land Development. [Online] Available: https://
www.ryerson.ca/content/dam/cur/pdfs/policycommentaries/ CUR_Re-
search_Report_Millennial_Housing GTHA_May_22.pdf,

Figure 14: Past and Future Average Annual Growth
in Demographically Supported Housing
Requirements, GTHA, 2006-2031F
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Source: CUR, based on Statistics Canada data.
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* Millennials are now aged 24 to 38 years old, GTHA’s rental stock is in the city of Toronto.
and will be moving into the 35 to 44 (and older) Peel region also attracts a sizable share of
age group over the next decade - prime home- immigration coming into to the CMA; and
buying years. This will be one of the fastest
growing age groups in household formation
(see Figure 15). Households aged 65 years and
older are also growing rapidly;

* Meanwhile, higher income Millennials
looking for homeownership of ground-related
housing appear to be giving up on the city of
Toronto and moving to the 905 regions and

» Population growth is also expected to accelerate beyond. The Hamilton and Oshawa CMAs
in the GTHA from record permanent and non- are among top destinations for Millennial
temporary immigration in 2018 and 2019 (see and Generation Xers looking for affordable
Figure 16). The vast majority of immigration homeownership. In contrast, sharply reduced
occurs in the under 25 year and millennial age new housing development in York region has
groups, a demographic that is more flexible in tempered population growth there.

their living arrangements (e.g. they are more
likely to have multiple roommates). As such, '
they are likely having a more muted impact on * The GTHA market started just 42,000 new

Supply is not keeping pace with demand:

housing demand; homes per year over the last five years;

«  The city of Toronto will remain a top » Three-quarters of the deficit in housing
destination for the younger population and supply is accumulating in the ground-related
immigrants (see Figure 17). These demographic sector (see Figure 18). Based on housing
groups tend to be renters, and 80% of the preferences revealed in the 2016 Census of

Figure 15: Past and Future Households by Figurg 16: Permanent and Temporary Immigration,
Age Group, GTHA, 2016 and 2031F Ontario and the GTHA, 1990-2019
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Source: CUR, based on Statistics Canada data and Ontario Ministry of Age Source: CUR, based on Statistics Canada data.
Finance.
Figure 17: Past and Future Average Annual Flgure 18: Future Average Annual Housing Starts
Growth in Underlying Housing Demand, by and Growth in Underlying Demand by Housing
Census Divisions, GTHA, 2006-2031F Type, GTHA, 2016-2031F
. m 40
Hamilton
=2006-2016 mDemand 2016 to 2031F - Housing starts (2014-2019)
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% 30
o
Pog| M 2021-2031F 8_
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>
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I
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0
0 10 20 30 40 Ground-related* Apartment
Households (1 OOOS) Source: CUR, based on data from Statistics Canada, CMHC, Ontario Ministry of

Source: CUR, based on Statistics Canada data. Finance. *Ground-related=singles, semis and townhomes.
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Canada, almost 60% of future demand will

be for ground-related housing (singles, semis Figure 19: Multiple-Listing-Services Sales-to-

New Listings Ratio versus Home Price Growth,

and townhouses) — yet less than 40% of new GTA, 1990-2019
housing being built in the GTHA in 2019 was % Change MLS Average Home Price _
ground—related; 2 e LS Sales-to-New Listings Ratlg,g
» Despite some recent volatility in the resale 15 07
market, growth in existing home sales has 10 0.6
consistently outpaced that of listings; 5 05
* The sales-to-listings ratio is a measure of 0 0.4
balance in the existing home market. This ratio 5 03
points to a tightening in market conditions in '
-10 0.2

the GTHA, as existing home sales bounced 1990 1994 1998 2002 2006 2010 2014 2018
baCk from the downtum drlven by mortgage Source: CUR, based on data from the TRREB.

regulation changes. Tighter market conditions
will support a pick-up of home price growth to

8% per year in 2020 and 2021 (see Figure 19). Figure 20: Average Vacancy Rates in

Beyond that, higher mortgage rates will help Purpose-Built Rentals and Rental Condos*,
temper home price gains closer to 4% to 5%; GTHA, as of October, 2007- 2019
. . 3.5
* Since 2010, the vacancy rate in the rental
market (for both purpose-built and the condo 30 Indicates balanced market
market) has held below 2% (a signal of a tight 2.5 ¢
market) (see Figure 20); *20
* There were some 40,000 new potential rental 15
units under construction in December 2019, 1.0
reflecting a pick-up in purpose-built rental 0.5
construction and CUR estimates that at least 0.0
half of the condominiums under construction 2007 2010 2013 2016 2019
. . Source: CUR, based on CMHC data. *Reflects a weighted average of purpose
will be used for rental purposcs. These units built rentals and private condos in Toronto, Oshawa and Hamilton CMAs.

help contribute to the region's rental supply.

However, there will be a three-to-four year lag
until these units reach completion and they Figure 21: Average Rents by Rental Type by
will only gradually hit the market over time. CMA in the GTHA, ,2019

Meanwhile, they will only go so far in meeting 2500 Private condos

.. . m Purpose-built rentals
the anticipated demand over that period. As 2000

. . S ® Asking on vacant units
such, the market is still not expected to reach < ’
. . [
balance until the end of the forecast horizon; 1500 =
© =
and “ 4000 %.f 5 C
* The completion of these condos will only lead 500 = —

to higher overall average rents in the region.
Rental condos in the Toronto CMA command 0
almost $1,000 more than the average market

rents for purpose-built rentals (see Figure 21).

Toronto Oshawa Hamilton GTHA
CMA CMA* CMA

Source: CUR, based on CMHC data. *Data not available.
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Renting tO become Figure 22a: Housing Units Under Construction

by Tenure, Toronto CMA, as of December

2019
more O UIar Ground-Related  mApartments

Due to an insufficient supply of housing, not all jg

the projected growth in underlying demand will be 535

realized; § 30
' % 25
* Asaresult, many younger households will £ 20
opt to stay with their parents longer, find 15
roommates, or look for more affordable 12
housing outside of the GTHA, trends that have 0
already started to take hold at the time of the Rentals* Ownership
20 1 6 Census Of Canada; Source: CUR, based on CMHC data. *Assumes 50% of all condos under

construction in the Toronto CMA will be rented out. Ground-related=semis,
singles and townhouses.

* Many high-income households will be able to

find some relief in the rental market. Figure 1
showed that while rents are rising faster than Figure 22b: Housing Units Under

. . L i Construction by Market and by Dwelling Type,
income, the deterioration in affordability in the by Select CMA, GTHA, as of December 2019
rental market has been more muted;

3- Rental apartments* Rental ground-related**
* The delivery of the supply of new rental _ .
units is also catching up to the supply of new = Ownership apartments = Ownership ground-related
. . 82
homeownership dwellings. There were a total =
of 82,000 new dwellings under construction in 2
-}

the GTHA as of December 2019. It is estimated
that roughly half of these units will be added

to the rental supply (see Figures 22 a and b). I

This reflects a recent jump in the construction 0

of purpose-built rentals in the Toronto CMA.

In addition, the 2019 Canadian Mortgage Consiruction n Hamiton illbs rented out. Ground-related—som, -

. . singles and townhouses.** No data on ground-related for Oshawa.
Housing Corporation (CMHC) rental market

1

Oshawa CMA Hamilton CMA

0
repor‘F showed tha't roughly 50% of new condos Figure 23: Past and Future Growth in
reaching completion between October 2018 and Households by Tenure, GTHA, 2006-2031F
October 2019 in the Toronto CMA are being a5

rented. The share of new condos being rented “ = 2006-2016 2016

out in Hamilton is 35%; S
S 25
» Figures 22 a and b show that most of the =
rental supply in the region is being built in the E 20
Toronto CMA, while new construction in the % 15
Hamilton and Oshawa CMAs is still highly T 10
concentrated in the ownership market; and 5
e The number of new households will be more -
evenly split between renters and owners (see Change in renters Change in owners
Figure 23). Age Group

Source: CUR, based on Statistics Canada data.
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More supply is needed
to provide relief from
rising housing costs

The main obstacle preventing a substantial
increase in the supply of new housing in the
GTHA is the shortage of ready-to-build-on
sites, both in built-up urban areas and on

the greenfield fringes, a shortage caused by
restrictions imposed by the land-use planning
system on supply;

* The current Ontario Government has made
strides in improving the regulatory environment
to increase the available supply of serviced sites
for homebuilders, which is a step in the right
direction;

* Unfortunately, the measures taken to date are
nowhere near enough to facilitate the increases
in the housing supply needed to help alleviate
housing price and rent pressures expected in the
GTHA over the next decade; and

* Recent CUR studies, including a February
2019 report funded by TRREB, made some
recommendations that we believe will have
more punch:

* Making the provision of housing the
number one goal of the land-use planning
system;

* Encouraging and incentivizing secondary
suites in single-detached homes;

* Ensuring municipalities maintain a
sufficient inventory of developable sites
by unit type to accommodate housing
demand as required by provincial
regulation;

* Re-zoning residential neighbourhoods and
lower priority employment lands to allow
for more “missing middle” housing; and

* Encouraging and incentivizing
development around major transit stations
currently surrounded by low-density
neighbourhoods.
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Conclusion

The GTHA economy is expected to create
many high-income paying jobs, especially
in both tech and finance;

Even as incomes rise, housing affordability
will continue to deteriorate without a
significant change in the land-use planning
system to greatly increase the supply of
serviced sites for homebuilders in built-up
and greenfield areas throughout the GTHA;

While most of the job gains will occur
in the Toronto CMA, the job markets in
the Hamilton and Oshawa CMAs will
also benefit from employment creation
in service industries tied to population
growth, such as education, healthcare,
retail and construction in particular; and

The city of Toronto will remain a hot
destination for the younger population and
immigrants. These demographic groups
tend to be renters, and 80% of the GTHA’s
rental stock is in the city of Toronto. Peel
region also attracts a sizable share of the
immigration coming into the GTHA.
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