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B Canada's multifamily market rode optimal conditions

led by strong demand to a stellar fourth quarter. The ReCO rd pOpU|Otion
question for 2023 is whether performance will stand .
up to the expected deceleration in economic growth. increases and weak

Fundamental measures of apartment performance
including rent growth, vacancy rates and lease turnover

housing sales are

all steadily improved in Q4 2022 to multi-year highs. boosting mU|t|me||y
Rent growth on new leases across Canada averaged .
11.9%inthe quarter. The strong gains were the product demand in Canada.

of record-high population growth, employment gains .
topping 400,000, the faltering single-family home ThlS year ShOU|d

sales market and a long-term shortage of housing. br| ng more Of the

B Many of these factors that created favourable mul- same, thOUg h the
tifamily conditions post-pandemic—including popu-
lation gains, home purchasing being out of reach for economy may SOften'
first-time homebuyers and the shortage of stock—
should continue into 2023. The economy, however, is
a wildcard. The consensus forecast is that growth will slow, with the possibility of a shallow
recession in the first half of the year. The Bank of Canada has raised interest rates to 4.25% to
break the back of stubbornly high inflation, which was at 6.8% year-over-year in December.

B Higher rates and inflation are putting the squeeze on Canadian households. Purchasing power for
consumer goods has been diminished, which is expected to take a toll on retail sales, and business
investment is starting to sag. The biggest impact, however, has been on housing as higher rates—
the composite five-year mortgage rate is 5.9%, up from 3.3% a year ago—put a crimp on single-
family home purchases. A lack of available inventory prompted the government to implement a
two-year ban on foreigners purchasing residential homes.

B In December 2022, the average price of single-family homes sold dropped to $632,000, down
12% year-over-year, while the number of sales was 39% less than the same month a year ear-
lier, according to Canadian Housing Market News. The instability in the for-sale market serves
to keep would-be homebuyers in rentals.




In-Place Rent Growth Continues to Climb

B Average in-place rent growth continued to gain steam in the fourth quarter of 2022, increasing to
$1,390, up $17 from the third quarter. Average in-place rents increased 1.2% quarter-over-quarter
and 4.8% year-over-year. The average in-place rent is now $115—or 9.0%—above pre-pandemic
levels. In-place rents represent an aggregation of all rents in a given Census Metropolitan Area
(CMA), including those for new leases, renewals and existing leases.

B Demand is driven by a host of factors, with population growth chief among them. Canada'’s popula-
tion in the year ending in June 2022 increased by 703,000, the largest-ever one-year jump. Foreign
immigrants comprised nearly 500,000 of the new residents. Robust growth is likely to continue, as
Canada has set aggressive targets for immigration in coming years.

B Although there is debate about the overall economic impact of rapid population growth, the increas-
ing number of households contributes to multifamily demand. A recent report by the Royal Bank of
Canada found that during the decade ending in 2021 the number of renters increased by 876,000, up
22%, a growth rate three times faster than that of homeowner households. The report notes that
the shift in renters is widespread, though concentrated among younger people and in urban areas.

B Year-over-year growth of in-place rents among CMAs in the fourth quarter was led by Hamilton
(6.7%), London (5.5%) and Calgary (5.1%), while Vancouver and Ottawa-Gatineau topped 5.0%.
Edmonton was the lowest at 1.5%, the only CMA below 3.2%, but the growth rate in the CMA im-
proved by more than 100 basis points from Q3 2022. Among the provinces, in-place rent growth
was very consistent, with increases ranging between Manitoba's 3.1% low mark and the 5.3%
high achieved by British Columbia and Ontario.

Year-Over-Year In-Place Rent Growth (a4 2022)
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Q4 Lease-Over-Lease Growth Rates Soar

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

resent new leases on units that are re-leased
after becoming vacant—accelerated in the
fourth quarter, as demand remains red-hot.
Lease-over-lease rates for Canada overall in-
creased by 11.9% year-over-year in the fourth
quarter, compared to 10.4% in the previous
quarter and nearly double the 6.2% in Q4
2021. Lease renewals are not subject to rent
control in most jurisdictions, so growth in
this category is a good measure of supply-
demand fundamentals.

That rent growth is defying seasonal patterns
is a sign that household formation and demand
for rentals are far above the amount of new
supply being created. Even if the economy
cools as expected, as long as population
growth continues at its projected level and
affordability slows home sales, multifamily
demand will remain high.

Population continues to migrate from
urban centres to suburban/rural locales.
Outmigration in the year ending in June
2022 was led by Ontario (-47,212), Manitoba
(-10,203) and Saskatchewan (-7,829), per
Statistics Canada. That trend, exacerbated
during the pandemic by work-from-home,
is fueling demand in smaller CMAs, while
demand in large CMAs is being driven by
immigrants and students.

Of the top 11 CMAs tracked by Yardi, eight
recorded gains of 11.6% or more and five
had year-over-year growth of at least 16.2%.
By CMA, lease-over-lease growth was led
by Kitchener-Cambridge-Waterloo (20.3%
year-over-year), London (17.0%) and Toronto
(16.6%). Calgary staged an impressive
turnaround, with rents increasing 13.6% in Q4
2022, up from only 1.4% in the same quarter
in 2021. Three provinces saw increases of
15%: Ontario (15.6%), British Columbia
(15.4%) and Nova Scotia (15.0%).

Winnipeg (3.4%), Montreal (4.4%) and
Edmonton (5.2%) recorded the lowest lease-
over-lease growth in Q4 2022.

CMA Lease-Over-Lease Rent Growth
(New Leases, Q4 2022)
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Low Turnover Boosts Vacancy Rates

Nationwide, the vacancy rate fell to 2.7% in Q4 2022,

down 20 basis points from the prior quarter and 110 |_ d
basis points year-over-year. The vacancy rate has ow turnover an

dropped for seven straight quarters after peaking at hlg h vacancy ra tes
4.5% in Q1 2021.
demonstrate keen
Demand continues to outstrip supply, as afford-
ability is strained from increasing rents. The lack of apa rtment de ma nd .
options for households is illustrated by the declin-
ing turnover rate. Only 4.9% of leases turned over in Q4 2022, compared to 5.7% in Q4 2021 and
6.6% in Q4 2020. On an annual basis, only 24.8% of leases were not renewed in 2022, compared

to 27.3% in 2021 and 28.0% in 2020.

The shortage of housing persists despite relatively robust development of purpose-built apart-
ments. Through November 2022, 99,400 apartment units were completed and 107,400 were start-
ed, down slightly from a year earlier, according to the Canada Mortgage and Housing Corporation.
However, the last two years represent the highest housing production numbers in several decades.

The tightest vacancy rates among CMAs are in Halifax (1.3% as of Q4) and Vancouver and Toronto
(both 1.7%). Toronto's average vacancy rate dropped 40 basis points from the previous quarter,
while Vancouver's rose by 40 basis points. Montreal and Edmonton have the highest vacancy rates
(both 4.3%). However, Montreal's vacancy rate dropped by 170 basis points from Q3 and is 290
basis points below its Q3 2020 peak of 7.2%. Calgary's vacancy rate of 2.5% in Q4 was up 50
basis points from the third quarter yet far below its 6.8% peak in Q1 2021.

Nova Scotia (1.3% in Q4) and Ontario (1.9%) had the lowest provincial vacancy rates.
Saskatchewan's vacancy rate fell 120 basis points to 3.3% from the previous quarter.

CMA Vacancy Rates (Q4 2022)
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Rent, Vacancy and Turnover by CMA

Year-over Year Lease-over-Lease Annual
Change in Change in New Turnover
In-Place Rents Lease Rents Vacancy Rate Percent
Hamilton 6.7% 16.3% 2.4% 16.1%
London 55% 17.0% 2.1% 20.7%
Calgary 51% 13.6% 2.5% 35.9%
Vancouver 5.0% 16.2% 1.7% 20.3%
Ottawa-Gatineau 5.0% 11.6% 2.0% 23.3%
Halifax 4.9% 14.7% 1.3% 21.7%
National 4.8% 11.9% 2.7% 24.8%
Kitchener—
. 4.7% 20.3% 1.9% 18.2%
Cambridge-Waterloo
Toronto 4.7% 16.6% 1.7% 12.3%
Montreal 3.5% 4.4% 4.3% 31.2%
Winnipeg 3.2% 3.4% 2.3% 32.7%
Edmonton 1.5% 52% 4.3% 38.1%

Source: Yardi, all data as of Q4 2022
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Historical In-Place Rents

National and Major CMA In-Place Rents

$1,800
$1,700

$1,600

$1,500

$1,400

$1,300

$1,200
Q12020 Q2 2020 Q32020 Q42020 Q12021 Q22021 Q32021 Q42021 Q12022 Q22022 Q32022 Q42022

= National Montreal Toronto = \/ancouver

Source: Yardi

Smaller Eastern CMA In-Place Rents
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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 Eastern CMA New Lease Rent Growth
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Western CMA New Lease Rent Growth
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Historical Vacancy Trends

National and Major CMA Vacancy Trends
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Smaller Eastern CMA Vacancy Trends
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Western CMA Vacancy Trends
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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

Annual Turnover: Tenant move-outs as a percent of total units

CMA: Census Metropolitan Area
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Contacts

Peter Altobelli Paul Fiorilla

Vice President & General Director of Research
Manager Paul.Fiorilla@Yardi.com
Peter.Altobelli@Yardi.com (800) 866-1124 x5764

(800) 866-1124 x7211
Liana Rao

Heather Brady Director

Regional Director, Sales Liana.Rao@Yardi.com
Heather.Brady@Yardi.com (800) 866-1124x7860
(800) 866-1124 x7342

Wayne Tuck

Senior Director, Residential
Wayne.Tuck@Yardi.Com
(800) 866-1124 x7148

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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