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RENTAL MARKET REVIEW & OUTLOOK
WITH RESEARCH FROM THE GREATER TORONTO APARTMENT ASSOCIATION

The condominium apartment rental market in the 
GTA has experienced extremely low vacancies, 
extremely strong competition between renters and 
extremely strong average rent growth over the 
past few years, most notably 2017 and 2018. This 
has largely been the result of a growing mismatch 
between demand and supply of rental units.

Growing Mismatch Between Demand and Supply

The demand side of the rental market has been 
easy to understand. The GTA, and the Greater Golden 
Horseshoe (GGH) more broadly, have benefitted from 
a strong regional economy over the past decade, 
with job creation across a diversity of sectors. This 
has prompted steady population growth driven by 
immigration. As people have moved to the region 
and young people with quality jobs have left their 
parents’ homes looking for a place of their own, they 
have obviously needed a place to live. Many of these 
people have chosen to rent, arguably more so over 
the past two years as home ownership affordability 
has become a growing issue due to government pol-
icy changes, growth in borrowing costs and general 
home price growth.

While the demand for rental housing makes sense, 
the lack of rental housing supply does not. Taking 
condominium apartment rentals reported through 
TREB’s MLS® System in 2018 as an example, the 
average annual rate of rent growth for one-bedroom 
and two-bedroom condominium apartments was in 
the double digits or high single digits throughout the 
year. Average rent growth was similarly strong in 

In 2018, average rents were up across all rental unit types.1 

One-bedroom and two-bedroom
units represent the large

majority of available
rental stock in the GTA.

Bachelor One-Bedroom Two-Bedroom Three-Bedroom

A recent Ipsos survey asked homeowners if they owned an
investment property. Of the 33% that did, these were the uses.2

Landlords were split when asked in a recent Ipsos survey
whether they increased tenants’ rent over the past year.2

The cost of renting is going up across the GTA. Average rent
growth in 2018 was well-above inflation for most unit types.1

SECTION BY THE NUMBERS

¢ Bachelor ¢ One-Bedroom

¢ Two-Bedroom ¢ Three-Bedroom

35.5%58.5%

0

1K

2K

3K

4K

20182017

$1,768/mo.

+10.3%

0

1K

2K

3K

4K

20182017

+10.3%

$2,094/mo. $2,759/mo. $3,372/mo.

0

1K

2K

3K

4K

20182017

+8.1%

0

1K

2K

3K

4K

20182017

+3.7%

2.1%

3.9%

Rent it out and it’s occupied: 55%

Rent it out but it’s vacant: 18%

Don’t rent it out: 27%

0% 10% 20% 30% 40% 50%

Yes, I increased rent

No, it’s the same

First year of lease

49%

41%

11%

1Source: Toronto Real Estate Board.  2Source: Ipsos 

40  |  TREB Market Year in Review & Outlook Report 2019

iD
EALto

ron
toc

on
do

s.c
om



RENTAL MARKET REVIEW & OUTLOOK
WITH RESEARCH FROM THE GREATER TORONTO APARTMENT ASSOCIATION

2017 and certainly above the rate of inflation over the 
past few years. In theory, this level of rent growth 
should have prompted an increase in the supply of 
rental units relative to the number of people looking 
to rent, as investors sought to take advantage of 
returns associated with strong rent growth. Unfortu-
nately, theory has not played out in practice. 

The rental-to-new listings ratio (RNLR) for one-bed-
room and two-bedroom condominium apartment 
rentals combined, which provides a simple measure 
of demand versus supply, has trended steadily 
upward over the better part of the last decade. 
Between 2009 and 2012, the RNLR remained in the 
low 40 per cent range. This meant balanced market 
conditions coming out of the recession with average 
rent growth in the low-to-mid single digits. Between 
2013 through 2018, the ratio trended steadily upward 
as annual growth in demand started to outstrip an-
nual growth in supply. The RNLR in 2018 was 85 per 
cent. As the condo apartment rental market tight-
ened, average annual rates of rent growth increased 
and competition between renters intensified. 

Over the last two years, average combined one-bed-
room and two-bedroom condominium apartment 
rents have risen by four to five times the rate of 
inflation.

When we consider condominium apartment con-
struction data from Altus Data Solutions along with 
condominium rental market data provided by the 
Canada Mortgage and Housing Corporation (CMHC),  
it is easy to see why condo rental listings have 
declined.

Despite some year-to-year volatility, condominium 
apartment occupancies have followed somewhat 
of a flat trend – averaging about 16,500 per year.  
However, the number of these newly completed units 
that were owned by investors and were added to 
the stock of condominium apartment rental units 
declined notably over the past two years – from an 
average of 13,000 new condo apartment rentals add-
ed each year between 2013 and 2016 to an average 
of 6,400 units per year in 2017 and 2018. Not surpris-
ingly, it was in 2017 and 2018 when market conditions 
tightened dramatically and year-over-year growth in 

Chart 1 | Rental-to-New Listing Ratio vs. Avg. Rent Growth*

Source: Toronto Real Estate Board. *Combined statistics for one-bedroom and two-bedroom condominium apartments.
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Chart 2 | GTA New Condo Apartment Completions/Deliveries

Source: Altus Group. *January to November
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average rents accelerated markedly.

The reasons for condo rental supply not keeping up 
with demand are likely rooted, at least in part, in re-
turn on investment and government policy changes.

Return on Investment

When thinking about return on investment (ROI) 
purely from a rental income perspective, there are a 
number of expenses that must be covered before a 
positive ROI, if any, can be realized. These expens-
es include mortgage principal and interest (P&I), 
maintenance fees and property taxes. Even just 
taking into account mortgage P&I alone, the spread 
between the average rent for a one-bedroom con-
dominium apartment in the GTA and the associated 
mortgage P&I has narrowed substantially over the 
past two years.

Between 2013 and 2016, the spread ranged between 
approximately $400 and $450 on a monthly basis.  
In 2018, the spread was only $172 per month, from 
which maintenance fees and property taxes would 

have to be paid before realizing a return. The spread 
between average mortgage P&I and average rent 
compressed because rent growth, while very strong 
recently, was actually surpassed by the year-over-
year increase in mortgage P&I, as interest rates and 
purchase prices increased.

While it is certainly true that condominium apart-
ment investors continued to benefit from substantial 
increases in the market value of their units, covering 
monthly and annual costs from rent alone has be-
come more difficult in recent years. This may have 
given existing and potential investors pause when 
assessing their existing or potential investments, 
which obviously has implications for rental supply.  
Ipsos survey results discussed below support this 
argument.

Changes in Government Policy

When the Ontario government announced its Fair 
Housing Plan at the beginning of 2017, it expanded 
rent control to include all rental units built after 1991.  
Obviously, these expanded rent controls included the 

Chart 3 | Rental Condominium Apartments in Toronto CMA

Source: Canada Mortgage and Housing Corporation Secondary Rental Market Survey.
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Chart 4 | One-Bedroom Condo Apt. Mortgage P&I vs. Avg. Rent*
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great majority of condominium apartment units cur-
rently owned by investors and rented out to tenants 
in the GTA.

Numerous studies, both old and new, have argued 
that rent controls will lead to rent increases over the 
longer term. This argument makes sense vis-à-vis 
the root cause of strong rent growth in the GTA to-
day: a lack of supply. If current or potential investors 
are faced with a cap on their ability to raise rents 
but do not benefit from any cap on expenses, they 
are less likely to risk capital in the rental market and 
instead will look to other asset classes from which to 
make a return.

Existing government policies like rent control and 
potential government policies like vacancy taxes will 
not only hamper additional investor interest in the 
rental market, it could also prompt some existing 
condominium apartment investors to sell their units, 
thereby eroding the existing stock.

The results of the November 2018 Ipsos survey of 
homeowners suggest that many investment prop-
erty owners are seriously considering whether or 
not they will continue to hold on to their investment 
beyond the next year. The majority of investment 
property owners in the GTA currently have their 
properties tenanted or their properties are available 
for rent. In other words, they are actively providing 
rental stock in an extremely tight GTA rental market. 
However, the survey results also suggest that almost 
two-thirds of investment property owners in the 
region are likely to list their investment property 

for sale over the next year, including 22 per cent 
of these investors who are very likely to list their 
property for sale.

The evidence presented above suggests that com-
pressed rates of returns coupled with the potentially 
crippling effect of rent controls and the further 
potential for additional punitive policy measures 
pointed at rental property owners (e.g., vacancy 
taxes) could lead many investment property owners 
to exit the market place and could also preclude 
new entrants from taking their place. The end result 
could be lower vacancy rates, tighter rental market 
conditions and accelerating rates of rent growth.

While the preceding discussion concentrated on 
owners of individual investor-held units, like con-
dominium apartments, many of the same factors 
discussed have also influenced the lack of new 
purpose-built rental stock from coming online over 
the past decade. The following piece provided by the 
Greater Toronto Apartment Association (GTAA) high-
lights issues facing the purpose-built rental market.

Chart 5 | Likelihood of Listing Investment Property For Sale

Source: Ipsos
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Housing is essential for the growth and economic pros-
perity of a city. High density is required to justify the con-
struction of public transit, highways, commercial nodes, 
schools and hospitals. Which comes first, the people or 
the infrastructure?

The ten-year period between 1965 and 1974 saw the open-
ing of more than 140,000 rental apartment units in the City 
of Toronto. An average of 60 new buildings and 14,000 new 
units each year, for a decade. At that time in the mid-
1960s, Toronto’s population was less than 2 million. The 
rental developers back then were pioneers and created 
communities often in the middle of nowhere. Growth in 
those areas was a direct result of the need and oppor-
tunity to serve the new residents living in freshly minted 
apartment buildings and complexes.

Then in 1975, rent control was imposed. That and a few 
other things caused rental developers to completely re-
treat. New rental supply ground to a halt.  

During the most recent 10-year period, a total of only 11,000 
purpose-built rental units were built. That’s just slightly 
more than 1,000 units per year – the equivalent to a single 
month’s production during our boom years. This is insuf-
ficient production for a city that is quickly approaching 3 
million residents.

Toronto continues to thrive, and the population grows con-
siderably each year. So where is everyone living?  

Much of the new housing has been provided by thousands 
of small investors who have purchased one condominium 
unit and placed them into the rental marketplace. It is 
commonly believed that 50% of new condominium units 
are purchased to be rented. Much credit is owed to these 
entrepreneurs who are providing homes and allowing our 
city to grow and prosper.

Interest was increasing among purpose-built rental de-
velopers, and new rental apartment projects were being 
proposed in recent years. Then suddenly in April 2017, the 
former provincial government expanded rent control to 
include new rental as well as rented condominium units.  
This was a negative game-changer, just as momentum 
was emerging for new rental production. Some projects 
were quickly cancelled. Which was entirely predictable 
based on past experience.

All governments, academics and consumers bemoan the 
lack of new supply. Anything that moves the needle to-
wards creating more should be welcome news. 

In November 2018, the new(ish) provincial PC government 
announced an exemption from rent control for new rental 
units. A positive game-changer, at a crucial time.

This has renewed interest for large scale purpose-built 
rental developers, small individual unit investors, and all 
sizes in-between.  

This is welcome news for everyone. For anyone looking for 
a rental unit, more supply means more choice and more 
mobility.  

Rental apartment development pioneers built this city fifty 
years ago. For the past twenty years, individual small in-
vestors have been keeping Toronto growing. We had a short 
stall in 2017, but with the recent announcement we look to 
pick up steam and get many new rental developments up 
and occupied by the residents of our ever-growing city.

TORONTO RENTAL SUPPLY 
by Daryl Chong, President & CEO, Greater Toronto Apartment Association

Purpose-Built Rental in Toronto - New Units by Year
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