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ABOUT

About the Urban Land Institute

The Urban Land Institute is a global, member-driven organization
comprising more than 45,000 real estate and urban development
professionals dedicated to advancing the Institute’s mission:
shape the future of the built environment for transformative
impact in communities worldwide.

ULI’s interdisciplinary membership represents all aspects of the
industry, including developers, property owners, investors, architects,
urban planners, public officials, real estate brokers, appraisers,
attorneys, engineers, financiers, and academics. Established in 1936,
the Institute has a presence in the Americas, Europe, and the Asia
Pacific region, with members in 80 countries.

More information is available at uli.org. Follow ULI on Twitter, Facebook,
and LinkedIn.

About The School of Cities

The School of Cities is a solutions incubator for urban-focused
researchers, educators, students, practitioners and the general
public to explore and address the complex global challenges facing
urban centers. A living laboratory based at the University of
Toronnto, the School leverages urban data and lived experience to
improve policy and decision-making, and collaborates with
communities around the world to make local decisions that make
cities and urban regions more sustainable, prosperous, and just.

More information is available at schoolofcities.ca. Follow SoC on
Twitter and LinkedIn.

About National Housing Week

No issue has dominated the political and industry agenda more in
recent years than housing costs and affordability, now ranked the
top social/political issue among respondents to 2022’s PwC/ULI
Emerging Trends in Real Estate survey. From market affordable to
deeply subsidized housing, the challenge to arrest spiraling home
ownership costs and rent increases appears out of control.

With the quality of life and the region’s prosperity at stake, ULI
Toronto hosted a special five-part webinar series during National
Housing Week exploring what most describe as a housing
affordability crisis in the GTA: what is fueling it, the impact of
current efforts, and new ideas to truly and sustainably solve for it.
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NATIONAL
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CANADIAN HOUSING
POLICY OVERVIEW

During National Housing Week in November 2022, the Urban Land
Institute hosted a series of webinars to discuss housing policy in Canada.
Covering topics of supply and demand, as well as the role for government
action, the series brought together developers, organizers, nonprofit
stakeholders, and policy professionals in discussions centered on a key
question: are we on the right track or the wrong track in regards to
delivering housing affordability in Canada? If we are on the wrong
track, how do we get on the right one?

The Right to Housing

“The human right to adequate housing is more than just four walls and a
roof. It is the right of every woman, man, adult and child to gain and
sustain a safe and secure home and community in which to live in peace
and dignity.”

-UN High Commissioner on Human Rights

To solve Canada’s complex and longstanding housing crisis, a “progressive
realization” of the right to housing, one in which human rights take
primacy over other legal rights and responsibilities (such as property
rights), is crucial. A progressive realization of the right to housing entails:

e Adoption of effective housing measures
¢ Investing all appropriate means
¢ Investing the maximum available resources

e Prioritizing those in need (Indigenous peoples,
disadvantaged groups)

e Ensuring non-discrimination, preventing regression, and
addressing urgent threats

Under the human right-to-housing framework, the roles of both groups and
individuals in housing are recast: as rightsholders (people, especially
disadvantaged groups), duty-bearers (government at all levels), and
responsibility holders (others, such as private entities, who affect and
influence Canada’s housing system).
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Why is Housing Not Affordable?

SOCIAL FACTORS

1. Spatial and racial concentrations of poverty

7. Homelessness as the “natural outcome” of the
organization of Canada’s housing system

3. Migration and population growth

Recent surge in

Migration 2017-19 Components of population growth, Ontario
(same across Persons % Notural & Net ial Net ional & Net Non Permanent
Canada)
Mainly from “non-
permanent
residents”
=rental
50,00 t 1516 158 1920 & lt
vs. inelastic supply oAl Seatiis Conade. ol 1730000801

Canadian Housing Evidence Collaborative (CHEC)

Figure 1. Graph displaying “non-permanent residents” as an increasing component of Canadian population growth

ECONOMIC FACTORS

1. Housing prices spike due to those with a higher capacity to pay: a small
group of households has an outsized effect on the marketplace

Quality of Demand
Price to Income vs. Leverage effect

Impact of % interest rate

Price: Income
+ incr income = leverage effect
Home prices vs Income

(Canada aggregate) Home prices vs Capacity to pay
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The demand of for-sale and rental housing is affected by new
households, the labour market, would-be-homeowners forced into the
rental market, and the appreciating equity of existing owners creating
“super-charged demand”

Growth in home values vs residential mortgages and
And leverage further resulting equity growth
aided by appreciating sarived ity  smmmAggregiteVale'$ bl
equity of existing owners $

“, X
= “super charged
demand”

v Total R denti al M

2011-2021:
+ Total residential mortgage
lebt doubled from $18B to
2 billion
. rived equity gain uj
g: Tvllllonq Ve o by 2294
* 2019-21 Equity increase X i NN .
8x greater than debt - Em . e L,
* Fuels capacity to pay X v BE R
* =super charged demand 5
* BUT only 5% of all
households active each

year — so does take many
to generate price trends

Figure 3: Graph displaying growth in home values vs residential mortgages and resulting equity

The presence of financialized, multi-property, and absentee
landlords in the market

Around half of above-guideline rent increases are filed by
financialized landlords, as well as a large chunk of evictions
(the majority of which are for nonpayment of rent)

As many as 2/3 of buyers already have property

Public-private partnerships are precarious: while private partners may
be dedicated to keeping housing both affordable and secure, they have
a fiduciary duty

Different levels of government create contradictory or poorly matched
policies

There is a problematic lack of revenue for municipal governments

The budget gap is too big for one level of government alone to make
projects viable: multiple levels of government must work together
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Where We Are: Wrong Track

e Afocus on supply to the exclusion of adequate policy around demand,
despite a consensus that we won’t be able to hit supply-side targets

Building all that we can

Canada - Homes of units

Do we need more houses?
Millennials creating households
Immigration targets to hit 500k per year

But
Record-low jobless rate
Record-high job openings
pwellings under  Project cancellations incoming?
construction NIMBY, please

Figure 4: Graph
displaying housing
completions and
constructions in
ed._logni Canada over time

Ambitious targets can’t be met

e What is being supplied and how it is being supplied:

o The market is dominated by either single-family or high-rise
projects

o Multiplex and multifamily housing is transformed into single
family homes, rather than the other way around

o New developments are subjected to increased pressures to
achieve affordability, which widens the types of housing that
new development is expected to provide without broadening
feasibility

e Agenerational low in affordability affecting demand:

Mortgage Paymenton Average PricedGTAHome

Hom eownership Rate
as % of Average Family Income* Greater TorontoArea: 1991 to 2031
40.0%

had \'/\/\.’/\/—\/J
15.0%
10.0%

SPELEFSEEEPIELSFEET LS
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1991 1996 2001 2006 1 2016 2021 ' 2026 2031

*Assumes 20% down payment, 25.y ear amortization, dscounted 5-y ear { ixed mortgage rates and average
incomes for non-eiderly famiies

Source Statstics Camada, Ubanation propctons
Source: Urbanation, Statistics Canada, TRREB

Figure 5a (left): Graph displaying
mortgage payments as a % of income
e A mindset that either developers or government are the only over time

actors with the ability to house people and the only actors who Figure 5b (right): Graph displaying GTA
have historically participated in housing people homeownership rate over time
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Affordability leading to temporarily, but not permanently
affordable units

A lack of purpose-built rental and the conversion of low-

rise homes to rentals declining:

o Just supplying purpose-built rental can’t solve
the problem: to make purpose-built rental
feasible without any policy modifications, rents

would need to increase 50% overnight

Number of Low-Rise Homes Converted to Rentals - GTA

From 2011-2021, while
owner households
increased by 7.7% and
renter households
increased by 25.6%, the
number of purpose-built
rental apartments only
increased by 4.6%

. Figure 6: Graph displaying low-rise
' I to rental conversions in the GTA

over time
Source: Realosophy

At amacro level, pricing hasincreased and PBR growth hasn’t kept pace

9% Change in Condo Sales, Rental Rates and Construciton Costs

Rental construction stalling at the wrong time

1,149

Q21

ree: Urbanation

Quarterly GTA Purpose-buit Rental Construction Starts

4,148

Q2-21

797

Q3-21

Q421

Residential high-rise construction costs

Rents

GTA New Purpose-built Rental Apartments Under Construction

Figure 7: Graph comparing
condo, rental, and construction
change over time

Source: Joe Svec

Figure 8a (left): Graph
displaying GTA
purpose-built rental
construction starts

19,011

Figure 8b (right):
Graph displaying GTA
purpose-built rental
apartments under
construction

Source: Urbanation
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Bird’s-eye view of suburban housing (Maximilian Conacher, Unsplash)

Where We Want to Be: Right Track

e Abalanced focus on factors affecting both the demand and
supply of housing

e Delivery of more creative developments: multiplex,
laneway, and garden suite housing

e A conscious retention and development of multiplex and
multifamily housing

e Focus on long-term affordability

¢ Incentivization, with a focus on feasibility, of the inclusion
of different types of housing in new developments

e Development of a broader conception of how housing can
be delivered, and by whom
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Calls to Action and Policy Recommendations: How Do
We Move from the Wrong Track to the Right Track?

Support people to actually purchase the housing that we build.

Incentivize development of affordable housing. In Ontario, the province’s Bill 23 could be
used to build and subsidize the development of affordable housing by incentivizing provision by
private developers through the reduction of red tape.

Rezone. Open up the yellow belt and upzone around transit stations and within
neighbourhoods.

Retain rental replacement policies. Rather than weakening our legislative infrastructure
around rental replacement, policies such as the City of Toronto Act Section 111(1) should be
safeguarded and strengthened.

Partner. Matching organizations that provide housing, those that have access to capital, and
those that target underserved groups will be key. Bringing non-traditional partners to the table
and engaging in public-private partnership through intentional government investments while
market conditions are ripe is crucial.

Develop a full spectrum of housing options.

Create a realistic estimate of how much housing (specifically, affordable housing) should be
built. Demand-side and supply-side conversations around housing estimates should be
connected to link evidence concerning demand and supply in order to derive better numbers.

Co-design and enable vertical integration. Government should move beyond consultation to
actual co-design and co-delivery of housing programs, collaborating with organizations working
on the ground to develop and implement housing programming that works.

Reform rent control and refocus on affordable housing provision. Rent control policy in the
past has focused on supply, to the exclusion of paying attention to why the affordable housing
remaining in the market is being lost.

Rethink the private sector’s role. New supply provided by private developers should create
opportunity for owners and renters to move up the housing continuum. It should also provide
opportunity for entry into homeownership for any market segment, based on household
income.

Enable equitable retrofits. Policy frameworks (i.e., subsidies) that allow for retrofits and
upgrades to dated buildings without making them unaffordable to current tenants are sorely
needed.

Create more supply: but at the right price point, for the right people. Indiscriminate
provision of housing supply is an ineffective way of addressing the housing crisis.

Support housing providers to provide diverse, high-quality housing at a range of accessible
price points. Increased responsibility on market housing providers requires cross-subsidies
throughout the housing continuum and collaboration across the spectrum of housing provision.
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