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Canada Apartment Insights and Analysis

B With robust growth in renter households, homes

increasingly unaffordable and a lack of supply, RObUSt pOpU|Gtion
Canada's apartment market remains sizzling hot. The .

average in-place rent increased by $21 in Q1 2023 to and JOb g rOWth, a
an all-time high of $1,411, according to Yardi. Rents .

are accelerating at above-trend levels for both new grOWIng preference
leases and renewals, and tenant move-outs are low, as tO rent rGthe r
affordable options are limited in many markets. Given

Canada's growth trajectory and the limited amount of than own, dn d a

new units in the development pipeline, the apartment
market is likely to remain tight.

long-term housing

. o shortage are keeping
B Canada's economic conditions mostly support the

bullish apartment outlook. Jobs are being added Canada’s apad rtment
at a steady rate, while population growth contin-

ues unabated. The economy exceeded expectations mOrket red_h0t°
by adding nearly 35,000 jobs in March, led by high-
wage segments including transportation/warehous-
ing (41,000), building and support services (31,000) and finance, insurance and real estate
(19,000). Hourly wages were up 5.4% as of February. The unemployment rate remained near
record lows at 5.0%, as more people are coming off the sidelines to look for work.

B Inflation fell to 4.3% in March, its lowest level since August 2021. Unlike its U.S. central bank coun-
terpart, the Bank of Canada has decided to hit the pause button with short-term rates at 4.5%.
The BOC forecasts inflation to gradually recede to target levels over the next two years, and is bet-
ting that costs will decelerate without more action on its part. The central bank’s relative dovish-
ness is likely influenced by the recent spate of bank failures in the U.S., in which the rapid pace of
interest rate hikes played a role.

B Yardi's Canada National Multifamily report is adding two new statistical metrics this quarter:
"digital prospects per 100 units per month" and "digital prospect conversion percentage” (see
table on page 6). The data will give readers a measure of how much demand property owners
are getting from prospective renters by market and how often prospects turn into new leases.




In-Place Rents Set New Highs—Again

B Average in-place rents climbed again to reach record highs in Q1 2023. The average in-place rent
increased $21 in the quarter to $1,411. Year-over-year growth also accelerated, to 5.6%, up 80 ba-
sis points from the fourth quarter and more than double the 2.7% growth rate in Q1 2022. In-place
rents represent an aggregation of all rents in a given Census Metropolitan Area, including those for
new leases, renewals and existing leases.

B Rent growth is fueled by the favourable supply-demand equation for property owners. Canada's
population grew by a record 1.1 million in 2022, up 2.7%, the highest since 1957. Growth was con-
centrated in permanent and temporary foreign residents, which increased by 1 million.

B Single-family home sales increased 2.3% month-over-month in February, but they were down 40%
yedar-over-year, according to the Canadian Real Estate Association. Population growth, higher mort-
gage rates, the increasing unaffordability of single-family homes and the growing number of renter-
by-choice households all contribute to demand for apartments. Yet supply is not keeping pace, as
policies such as rent control and strict zoning regulations have put a lid on new supply, which is an
increasing problem as demand for purpose-built rentals mushrooms.

B A recent report by the Royal Bank of Canada estimates there is a 25,000- to 30,000-unit deficit in
Canada'’s purpose-built rental stock that is likely to grow to more than 120,000 units over the next
four years as demand soars. "Canada will need to add 332,000 units to its current rental stock be-
tween now and then to achieve a balanced market with rent stability,” the report states. That would
represent roughly a 20% increase in the annual pace of construction achieved in 2022, when 70,000
rental units were completed.

Year-Over-Year In-Place Rent Growth (a1 2023)
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Demand Fuels High Lease-Over-Lease Growth

B Nationally, lease-over-lease rents—which rep-

resent new leases on units that are re-leased
after becoming vacant—are rising rapidly.
Lease-over-lease rates for Canada overall in-
creased by 11.8% year-over-year in Q1 2023,
down 10 basis points from Q4 2022 but well
above the 6.3% in Q1 2022. Lease renewals
are not subject to rent control in most juris-
dictions, so growth in this category is a good
measure of supply-demand fundamentals.

Supply is simply not keeping up with demand.
Between 1996 and 2012, growth in purpose-
built rentals in Canada reached as much as
1% of stock only once, and most years during
that period it was either negative (as some
units become obsolete) or barely positive,
according to CMHC Rental Market Data,
Statistics Canada and RBC Economics. The
annual average growth rate of purpose-built
rentals has moved closer to 2% over the last
decade, but the long-term deficit will take
years of building to fix, especially now that the
population is growing more rapidly.

Eight of the top 12 CMAs tracked by Yardi
recorded double-digit gains year-over-year,
led by three in Ontario: Kitchener-Cambridge-
Woaterloo (19.6%), Toronto (18.6%) and
London (16.7%). Toronto satellite markets are
popular with hybrid workers, those seeking
cheaper housing, and students who have
come back in force following the pandemic.
As the landing spot for roughly 30% of the
foreign immigrants who come to Canada,
Toronto has more than enough demand to
compensate for the outflow.

Saskatoon and the province of Saskatch-
ewan (both 8.6% year-over-year in Q1 2023)
are recording significant increases in rents
after several years of weak growth. The
province benefits from price increases in ag-
riculture, commodities such as oil and ura-
nium, and an expansion of its world-leading
fertilizer capacity.

Rent growth is lowest in the Winnipeg CMA
(2.1%) and the province of Manitoba (2.2%).

CMA Lease-Over-Lease Rent Growth
(New Leases, Q1 2023)
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Lack of Options Keeps Canada Renters in Place

Breaking a streak of seven straight quarters of de-

clines, the national vacancy rate increased by 10 ba- . .

sis points to 2.8% in Q1 2023, though it is near multi- H e h rents a nd tlg ht
year lows and down 90 basis points year-over-year. vacancy rates @ rOVide
The turnover percentage, which measures the renters Wlth 'FeW

number of tenants that do not renew leases, also .

fell, reaching 4.4% in Q1 2023. Turnover is season- Optlons to move.

al, as fewer households move during the cold win-
ters. Yet the first quarter is the first time in years the turnover rate fell below 5.0%. With vacancy
rates so low, renters have few affordable options in most markets. In markets with rent control,
tenants often stay in place because they face significantly higher rents if they move.

Toronto has the lowest turnover rate in Canada at 2.4% and among the lowest vacancy rates at
2.0%, all driven by years of imbalance between supply and demand. Toronto's prime renter age
20-to-34-year-old population increased by 63,100 in 2022, while only 7,111 new purpose-built rent-
al units came online, according to GWLRA. Vancouver, where housing costs also have spiked, has
a similar dynamic, with a slim 1.9% vacancy rate and 4.9% turnover rate in Q1 2023. Vancouver's
20-to-34-year-old population increased by 27,000 in 2022, while only 3,800 new purpose-built rent-
als came online, per GWLRA.

Three CMAs have vacancy rates below 2.0%: Halifax (1.4%) and Vancouver and Winnipeg (1.9%).
The highest vacancy rates are in Edmonton (4.6%), Montreal (3.8%) and Hamilton (3.2%).

CMAs with the lowest quarterly turnover rate in Q1 2023 were Toronto (2.4%), Hamilton and
London (3.3%) and Kitchener-Cambridge-Waterloo (3.5%). The highest rates were in Saskatoon
(8.1%) and Edmonton and Calgary (7.4%), which have more transient energy industry workers.

CMA Vacancy Rates (31 2023)
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Rent, Vacancy, Turnover and Digital Prospects by CMA

Year-over Year Lease-over-Lease Annual Digital Prospects
Change in Change in New Turnover Digital Prospect Per 100 Units Per
In-Place Rents Lease Rents Vacancy Rate Percent Conversion % Month
London 7.3% 16.7% 2.3% 20.2% 4.0% 27
Calgary 7.0% 12.0% 2.3% 35.5% 3.7% 42
Hamilton 6.6% 14.4% 3.2% 15.8% 6.4% 12
Kitchener—
. 6.2% 19.6% 2.6% 18.1% 2.6% 23
Cambridge-Waterloo
Vancouver 6.0% 14.4% 1.9% 20.0% 5.0% 24
Toronto 5.7% 18.6% 2.0% 11.7% 3.0% 18
National 5.6% 11.8% 2.8% 24.2% 4.9% 21
Halifax 5.4% 15.7% 1.4% 20.9% 2.6% 4t
Ottawa-Gatineau 4.4% 10.9% 2.2% 22.8% 7.7% 14
Saskatoon 4.3% 8.6% 3.2% 4L 4% 7.1% 26
Montreal 4.2% 4.8% 3.8% 30.3% - -
Winnipeg 3.4% 2.1% 1.9% 32.7% 7.6% 19
Edmonton 2.4% 5.3% 4.6% 37.8% 6.2% 24

Source: Yardi, all data as of Q1 2023
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Historical In-Place Rents

National and Major CMA In-Place Rents
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Smaller Western CMA In-Place Rents
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Historical New Lease Rent Growth

National and Major CMA New Lease Rent Growth
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Smaller Western CMA New Lease Rent Growth
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Historical Vacancy Trends

National and Major CMA Vacancy Trends
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8%
7%
6%
5%
4%
3%
2%
1%

0%
Q12020 Q2 2020 Q32020 Q4 2020 Q12021 Q22021 Q32021 Q42021 Q12022 Q2 2022 Q3 2022 Q42022 Q12023

e Callgary e Edmonton e \\/iNNipeg e Saskatoon
Source: Yardi

Yardi Canada National Multifamily Report | Q2 2023 | 09



Definitions

Lease-Over-Lease Rent Growth (New Leases): Percentage change in
monthly rent between a new lease and the previous lease for the same unit

In-Place Rent Per Unit: Monthly rent per unit for all leases, including new
lease rents, renewal lease rents and existing leases

Vacancy Percent: Property vacancy percentage based on average number of
units vacant in the month

Turnover %: Tenant move-outs as a percent of total units
CMA: Census Metropolitan Area

Digital Prospect Conversion %: Percentage of prospects who first contacted a
property through digital sources, who became residents.

Digital Prospects Per 100 Units Per Month: Count of prospects who first
contacted a property through digital sources, normalized for a 100-unit
property.

Digital sources include the Property's Website, ILS, Online Search, Classified

Sites, Social Media Sites, SEM, and Ratings Sites. Excludes brick and mortar
sources, such as referrals and walk-ins.
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Contacts

Peter Altobelli Paul Fiorilla
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Manager Paul.Fiorilla@Yardi.com
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DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in
this publication, the information is provided “AS IS" and Yardi does not guarantee, warrant, represent or undertake
that the information provided is correct, accurate, current or complete. Yardi is not liable for any loss, claim, or
demand arising directly or indirectly from any use or reliance upon the information contained herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document") is protected by copyright, trademark
and other intellectual property laws. Use of this document is subject to the terms and conditions of Yardi
Systems, Inc. dba Yardi's Terms of Use (https://www.yardi.com) or other agreement including, but not limited
to, restrictions on its use, copying, disclosure, distribution and decompilation. No part of this document may

be disclosed or reproduced in any form by any means without the prior written authorization of Yardi Systems,
Inc. This document may contain proprietary information about software and service processes, algorithms, and
data models which is confidential and constitutes trade secrets. This document is intended for utilization solely
in connection with Yardi publications and for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, and the names of Yardi products and services are trademarks or
registered trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other
countries. All other product, service, or company names mentioned in this document are claimed as trademarks
and trade names by their respective companies.
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