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Canada Needs to Build With a Purpose Never Witnessed Before 

Based on our proprietary analysis, this note provides fundamental support for our view that the 

Canadian market is in urgent need of purpose-built rental units. The huge demand for purpose-built 

rental units is driven primarily by robust economic and population growth, job creation for prime renter 

cohorts and a decline in homeownership affordability. However, escalating land values, conflicting 

housing policies and the economics of purpose-built projects provide a roadblock for large scale 

development. 

Why this report? 

We felt that there is a lack of understanding around the supply side of the apartment market and we 

wanted to address four key questions: 

 Why is Canada facing a shortage of purpose-built rental units?

 What are the demand-supply dynamics in the major markets across Canada?

 What is the cost of building new units?

 Which REITs are best positioned to benefit from this supply gap?

BMO Edge 

 Built proprietary data sets to understand supply and demand dynamics using third party data

 Analyzed individual REIT development pipelines to best understand exposure to the market

 Leveraged broker relationships to understand development scope and market dynamics

Proprietary Takeaways 

 Development Is Easier Said Than Done: Development costs across markets such as Toronto and

Vancouver, have been on the rise and overall project economics are challenging.

 Tight Market Conditions to Continue: Most major markets will remain tight in the near term

and will witness record low vacancy rates and high rent growth for an extended period.

 Cap Rate Compression Could Continue: Given the short supply pipeline and rising investor

interest for multifamily assets, cap rate compression is expected to continue.

 Policy Changes Create Uncertainty: Developers are hesitant to commit capital for new projects

amid policy uncertainty especially across Ontario and British Columbia.

Companies Impacted 

 Boardwalk REIT (BEI.UN) – Market Perform: Boardwalk has identified the potential to build

~6,000 apartment units on excess land (~4,400 in AB and SK, and ~1,600 units in ON and QC).

 Canadian Apartment Properties REIT (CAR.UN) – (Restricted): CAP REIT is the largest apartment

landlord in Canada, and has identified an opportunity to build more than 10,000 new units on

existing land, primarily in the GTA, Vancouver, and Victoria, BC.

 InterRent REIT (IIP.UN) – Outperform: has one project under construction (a JV in Ottawa) as

well as excess land in Ontario, including one land parcel bought earlier in the year in the GTA.

 Killam Apartment REIT (KMP.UN) – Outperform: Killam has completed 10 projects since 2010,

and has a ~2,865 unit pipeline at Q3/18 (~$850 mln estimated cost).

 Northview Apartment REIT (NVU.UN) – Outperform: NVU has one project currently under

development (158 units in Calgary), and expects to break ground on two more in early 2019.

 Minto Apartment REIT (MI.UN) – Outperform: Minto has land in suburban Toronto (Etobicoke)

that is zoned for a 225-suite tower. Predevelopment work is under way, and construction could

begin in late 2019 or early 2020.

The BMO Bottom Line:  

Rising costs, interest rates 

and regulated rents have 

made new projects 

uneconomical and further 

imbalance the supply-

demand equation. 

REITs that can successfully 

execute new projects and 

derive strong returns 

should benefit the most 

ahead. 
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Canadian Multifamily: Looking Down the Wrong End of the Barrel 

The Canadian real estate market is increasingly becoming a market between the have’s and the have 

not’s. Given the need for more supply, we look to the purpose-built rental market and discuss a 

framework for growing the market ahead. 

Purpose-built rental units are designed and built expressly as long-term rental accommodation. These 

are different from other types of rentals, such as condominiums, which may be available in the rental 

pool in a given year and not the next. 

The huge demand for purpose-built rental is driven primarily by robust economic and population 

growth, job creation for prime renter cohorts and a decline in homeownership affordability. According to 

Statistics Canada, in 2Q18, Canada’s population grew by 168,687, the second largest increase in absolute 

numbers for a single quarter during the study period from 1971 to 2018. This growth was primarily due 

to international migration (+138,978), a level never before seen for any quarter.  

Exhibit 1: International migration is the leading cause of rising population growth in Canada 

Source: Statistics Canada, BMO Capital Markets Research 

The increase in population growth and decline in homeownership affordability has tightened the 

availability of existing purpose-built rental stock across all major markets. So much so, that an affordable 

apartment is becoming increasingly difficult to find in some markets, with vacancy rates hitting a new 

low amid steadily rising rents and high demand. 

Exhibit 2:  Apartment vacancy rates across major markets are at a record low 

Source: CMHC 

In major markets, there has been a steady increase in rents across the primary rental market and 

developers are taking a renewed interest in building purpose-built rental product. Given the persistent 

low levels of new additions to the purpose-built rental stock, we expect the trend to continue. However, 

escalating land values, conflicting housing policies, and the economics of purpose-built vs. condo 

projects are a cause of concern for developers and investors alike. 
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History teaches us everything including the future 

The reasons for low levels of existing purpose-built rental stock are twofold. Firstly, there was a 

significant decrease in demand for purpose-built rental product in the late 90s and early 2000s, as 

people preferred to buy homes than rent. From 1996 to 2006, the rate of homeownership increased 

dramatically from 63% to 68%, with a corresponding decline in the percentage of renters.  

Exhibit 3: Homeownership in Canada rose dramatically between 1996 and 2006 

 
Source: Statistics Canada, BMO Capital Markets Research 

Secondly, we note the substantial growth in the secondary rental market especially in the stock of 

condominiums. This growth has been concurrent with the rise in home ownership in the same period. 

The primary source of new rental supply, from the late 1960s to early 1980s, can be attributed to 

developers who were constructing larger multi-unit rental apartments, which they owned and operated. 

Post the construction boom, these developers then gradually shifted their focus to the condominium 

market, which resulted in a drop in the stock of purpose-built rental product. We note that the effect 

was gradual and only ramped up post 1978, as it took a few years for the market to shift. 

Exhibit 4: Canadian purpose-built rental stock dropped significantly post 1978 

 
Source: CMHC, CHS annual statistics, BMO Capital Markets Research 

We believe that the reasons for this decline are manifold – amendments to tax legislations in the 1970s, 

the introduction of the condominium legislation, changing demographics, the introduction of rent 

control, a high inflationary environment, and increasing land and construction costs. 

The introduction of condominium legislation in all provinces in the late 1960s fundamentally 

transformed the land market for multi-residential land use. Up until the legislation was passed, 

apartments were viewed as a rental option. The introduction of this legislation allowed for options to 

live in apartments and benefit from ownership, thereby changing the nature of rental demand. 

Over time, as condominium options gained acceptance, initially in Vancouver and Toronto, land values 

began to be set by prices in the condominium market and consequently multi-unit residentially zoned 

land became less affordable for rental development. Observing rental starts, the vast majority in larger 

cities are for condos with purpose-built rental comprising of a very small component. We discuss this 

trend in greater detail in the following section. 
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Amendments in 1971 to the federal tax legislation had a significant impact on the tax treatment of 

rental investment income. The most notable impact was a substantial reduction in depreciation rates 

and the removal of a provision to enable depreciation losses to be used to reduce taxable income from 

other non-rental sources. Additional amendments proved to be a disadvantage for rental investment. 

Changing demographics proved to have a negative influence on purpose-built rental stock. Initially, 

changing demographics were an important underlying factor in the expansion of purpose-built rental 

stock, in particular from the mid-1960s to early 1970s. Post war baby boomers began to leave their 

family homes and establish new households, thereby creating an unprecedented demand for purpose-

built rental stock. 

However, by the mid-1970s a large section of this demographic began to move into the home-

ownership stage of life, resulting in a reduction in rental demand. This reduction deepened significantly 

by the early 1990s when most of the baby boomers had moved beyond the traditional renter stage.  

But perhaps the most significant factor has been the impact of rental regulation, especially rent control. 

Due to high inflation in 1975, the federal government mandated that all provinces use rent controls as a 

tool to attack inflation. The underlying thought was that such controls would suppress yields and make 

investments in the sector less attractive. This combined with increasing land costs and the cost to build 

affected the market negatively. 

Accompanying all of these factors were high interest rates which jumped from 9% to over 12% 

between 1973 and 1976 and then rose over 20% in the early 1980s. Rising costs and interest rates 

combined with a regulated rental market, in which rental growth had been suppressed by controls, 

essentially increased investor equity and substantially lowered return on equity. It thus became 

increasingly expensive, and uneconomical, to launch purpose-built rental projects.  

Current market dynamics define the need for more units 

As of October 2018, there were ~2.1 million units, both occupied and vacant, of purpose-built rental 

housing in Canada, according to CMHC. Quebec and Ontario accounted for most of the purpose-built 

rental stock. Coverage of the purpose-built rental market in CMHC’s Rental Market Survey is limited to 

communities with populations of 10,000 and more. As a result, in our estimate, the true size of the 

purpose-built rental stock should be larger than stated. 

Exhibit 5: Quebec and Ontario account for most of the purpose-built rental stock   

 
Source: CMHC, BMO Capital Markets Research 

Most of Canada’s rental stock is old, dating back 50 years as developers largely abandoned the rental 

market in favour of condominiums. Rental construction has traditionally been a riskier proposition for 

developers, since they can't rely on presales to help finance construction and don't know how much 

demand there will be from renters until after they've finished building.  
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Exhibit 6: Rental stock in Canada has a long way to catch-up  

 
Source: CMHC, BMO Capital Markets Research 

While low interest rates have allowed more projects to be developed, the lack of support from 

municipalities and the government to invest in new rental housing has been a telling feature. 

Construction of new purpose-built rentals dropped through the 1990s until the mid-2000s and recovered 

gradually thereafter. The market resurgence, to 1990 levels, in 2015 can be attributed to a variety of 

factors that include historically low interest rates, easing of rent controls, increased urbanization and the 

high cost of ownership. 

Yet, the bigger picture tells us that the purpose-built rental market has a long way to go with regards to 

the condominium market. Almost no purpose-built units were built between 1995 and 2000 as 

developers found better returns on their investment by building suburban housing units and condos.  

Canada’s apartment stock froze in time, and got progressively older and more dated as the years went 

on. Rent controls and overregulation depressed supply and thus the apartment stock did not keep up 

with population growth. More than that, the lack of new supply aged the average apartment stock. 

Exhibit 7: Condominium units are being increasingly used for rental purposes     

 
Source: CMHC 

Among major markets, Toronto and Vancouver are witnessing the largest crunch for purpose-built rental 

stock, given high immigration and job growth. Renters in both markets are struggling to find product at 

a reasonable rent. Developers have shown more intent in building condominiums units rather than 

purpose-built rental units, given feasible project economics and a higher rate of return.  
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Exhibit 8: Low rental stock in Toronto….    …and Vancouver amid high demand 

 

 

 

 

Source: CMHC, BMO Capital Markets Research 

  

At the same time in Eastern Canada, markets such as Montreal and Halifax have seen a larger purpose-

built rental start as compared to condominium construction. Both markets have not yet seen a rise in 

housing affordability as compared to Toronto and Vancouver. Demand for purpose-built rental units has 

risen in Montreal due to a strengthening job market and an increase in international migration to 

Quebec, particularly the arrival of more non-permanent residents. 

Exhibit 9: Higher rental stock in Montreal…    …and Halifax keeps the market affordable 

 

 

 

 

Source: CMHC, BMO Capital Markets Research 

  

In Western Canada, there is a rise in purpose-built development activity as developers are finding it 

increasingly difficult to pre-sell condominium units in a weak market. For a number of developers 

condos now appear to be less attractive as a development investment.  

The shift away from condominiums to rental has taken 10 years in the making, following the 2008 crash 

in Calgary and Edmonton that saw condominium prices plummet. Rising interest rates and the federal 

government’s implementation mortgage stress tests, have reduced the spending power of potential 

condo buyers. 

Exhibit 10: Shift from condominiums to rental in Calgary…    …and Edmonton has taken 10 years in the making 

 

 

 

 

Source: CMHC, BMO Capital Markets Research 
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Markets such as Ottawa and Winnipeg haven’t seen an increase in supply for many years. This has now 

changed with developers, who had soured on a soft condo market, rushing to meet pent-up demand on 

the rental side. Both markets remain balanced for the most part with tenants having a higher propensity 

to rent. Most of the existing purpose-built rental product is dated, which has incentivized developers to 

build new product to meet the growing demand. 

Exhibit 11: Markets such as Ottawa…    …and Winnipeg are slowly understanding rental demand 

 

 

 

 

Source: CMHC, BMO Capital Markets Research 

  

New project economics may need government intervention to work 

On November 15, 2018, the Ontario government released a “Plan for the People” which essentially 

encouraged developers to build more purpose-built rental units by exempting new rental units from rent 

control. They also decided to cancel the Development Charges Rebate Program thereby creating savings 

of ~$100 million over four years. This follows the recent change made by the government of British 

Columbia which has dropped the automatic 2% increase in annual rental costs for renters. The increase 

will be limited to 2.5%, the annual rate of inflation, starting next year. 

Developers have constantly struggled with project economics when it comes to purpose-built rental 

units. Overall, the economics of new private rental unit development in Canada’s major markets are still 

challenged. However, increasing demand has resulted in developers finding ways to make things work. 

While analyzing certain projects, some developers may be discounting the value of land while others are 

justifying project economics by having different criteria related to measuring investment performance. 

There are also some who are expecting capital gains to offset challenging cash returns. 

We note the compression in cap rates and the question that remains unanswered is whether cap rates 

will continue to compress further. Most markets have witnessed modest cap rate compression, which 

has been driven in part by upward pressure on rental rates, high demand for purpose-built rental 

product and relatively inexpensive debt. Construction costs across major markets have been on the rise. 

Given that the cost of developing a unit increases as we move from fringe locations to downtown, we 

see a substantial jump in the cost of land and construction costs. 

Exhibit 12: Construction costs (ex. development charges) continue to rise ($/SF)  

 
Source: RealNet, CMHC, BMO Capital Markets Research 
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Project development costs include the cost of a serviced block of land, construction costs (hard costs and 

soft costs) and federal and provincial taxes net of rebates. Development charges vary by project and are 

not easily disclosed by developers. For the purpose of our analysis, we have excluded them from the 

construction costs. However, as an example, we note the rise in proposed development charges in 

Toronto and Mississauga, which will only further add to the cost of constructing new units in the GTA. 

Exhibit 13: Rising development charges will only add to construction costs ($/door)  

 
Source: Government of Ontario, BMO Capital Markets Research 

While project economics are currently challenged by rising costs, developers are still finding success in 

generating returns. For example, Morguard’s Heathview project, at the intersection of Bathurst and St. 

Clair in Toronto, consists of a twin tower 30-storey rental complex that comprises 600 units, of which 

146 units have been designated as replacement rental units as per City requirements. Morguard’s 

average rental rate for the project was estimated at $2.67 psf. 

In our view, the economics will only make sense on a project-by-project basis. However, for the 

economics to work across the board, new purpose-built units will have to charge a monthly rent which 

will be closer to the condominium market than the existing purpose-built rental market. We therefore 

do not expect any pressure from new units on the existing supply of purpose-built rental stock. 

Exhibit 14: New units will have to charge higher rents per unit to make project economics work  

 
Source: CMHC 

“There’s no such thing as a purpose-built rental site…You’re in competition with every condominium 

developer that wants to buy a site.” 

- Brian McCauly, President & CEO, Concert Properties 
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Major Policy Introductions Don’t Help the Supply Gap 

2017 was a year of policy changes as the Canadian government aimed to tackle the risk of “overheated” 

pockets within Canada’s housing markets. Notably, there were three important developments:  

1. The Federal Liberal Government’s National Housing Strategy 

2. The Office of the Superintendent of Financial Institutions Canada’s (OSFI) mortgage rules  

3. The Ontario’s Fair Housing Plan 

These changes came about as the Canadian government grappled with over-heated housing markets in 

Ontario and British Columbia.  

Canada’s National Housing Plan 

In November 2017, the Canadian government unveiled its $40 billion National Housing Strategy, aimed 

at improving housing affordability. The ambitious plan promises to tackle everything from 

homelessness, the shortage of new housing units and repairs to existing units over the next decade, 

including building 100,000 new affordable housing units, repairing 300,000 affordable housing units, 

cutting chronic homelessness by 50%, provide 300,000 households with financial assistance through the 

Canada Housing Benefit and aims to remove 530,000 households from housing need. 

The National Housing Co-Investment Fund puts the federal government in the driver’s seat for new 

affordable rental – setting the rules, selecting proposals, entering agreements, flowing funds, and 

monitoring. Since the 1950s this has normally been a provincial role, except in 1974-1985. CMHC has a 

new role providing mortgage loans for new affordable housing and repair/retrofit. This was absent in 

the 2002-2015 new supply programs, but is a vital element in any effective affordable housing program.  

One of the biggest initiatives is the intention to initiate a Canada Housing Benefit – a monthly amount 

paid to low-income households that rent. This amount will not be tied to a specific project like a rent-

geared-to-income (RGI) subsidy, but can be received wherever the household lives. The federal 

government will provide $200 monthly per household, topped up by the provinces, starting in 2020 and 

will aim to eventually help 300,000 households. 

While reading through the entire plan, we note that the strategy is primarily focused on affordable 

housing units and will have a marginal impact on the purpose-built rental market. In the long term, it 

may help ease some of the supply-side pressures in tighter markets. Yet, we believe this could take a 

number of years to have an impact. 

OFSI’s mortgage rules 

In October 2017, OSFI announced new guidelines for mortgage underwriting. Among other measures, 

the new minimum qualifying rate or “stress test” requirement on uninsured mortgages is the greater of: 

1) the five-year benchmark rate by the Bank of Canada; or 2) the borrower/applicant’s contractual 

mortgage rate plus 2%. This brings the qualifying rules for uninsured mortgages more in line with 

insured mortgages, which were tightened in 2016. Previously, the minimum qualifying rate was simply 

the contractual mortgage rate.  

We note that the announcement fueled a brief run-up in activity by buyers to lock in mortgages under 

the old criteria toward the end of 2017. According to mortgage brokers, the borrower rejection rate from 

large banks and traditional lenders have gone up by as much as 20-25% after the mortgage rules came 

into the picture. As a result, alternative lenders have seen an uptick in business as brokers increasingly 

direct buyers toward borrowing options that are beyond the reach of the OFSI’s tighter lending 

requirements.  

New government 

policies are aimed at 

addressing the supply 

gap 

Canada’s National 

Housing Plan will have 

a minimal impact on 

the purpose-built 

market 

Demand for financing 

new projects will be 

met by more expensive 

lenders raising the cost 

of borrowing 
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Clients who don't meet the bar are turning to private lenders, mortgage investment corporations (MICs) 

and credit unions, which are provincially regulated and not required to implement the stress test. The 

guidelines, known as B20, are aimed at curbing risky lending amid rising household indebtedness and 

high home prices in some markets.  

In our view, the demand for financing moves lower down the order as less regulated lenders with 

higher risk tolerance are witnessing materially more business for which they can charge more and can 

be pickier with the types of borrowers and projects that they lend to. This would further stem purpose-

built development projects as the cost of borrowing rises thereby impinging project economics. 

Ontario’s Fair Housing Plan 

In April 2017, the Ontario government announced its 16-point Ontario’s Fair Housing Plan (FHP), which 

was in response to mounting pressure on policymakers to address declining home affordability.  

Elements of the enacted legislation included: 1) the introduction of a 15% non-resident speculation tax 

in the Greater Golden Horseshoe region (similar to a tax imposed in British Columbia, which applied to 

the Greater Vancouver Area in 2016); and 2) expanded rent controls which will cover all private rental 

units built on or after November 1, 1991.  

The latter was in response to an outdated provincial policy that capped annual rent increases only for 

units built prior to 1991. This created a two-tiered system allowing tenants to become vulnerable to rent 

increases well above the provincial guideline.  

Essentially, the Ontario market expanded rent control to all private rental units, introduced legislation to 

standardize language in rental leases and make other changes to the Residential Tenancies Act, ensured 

that multi-residential apartment buildings are charged property taxes at similar rates to other residential 

properties and initiated a $125-million program over five years to further encourage the construction of 

new rental apartment buildings. 

With respect to rental controls, we believe the new regulations have resulted in a slower pace of 

development of rental apartments than would otherwise have been the case. In short, the demand 

backdrop in the Greater Golden Horseshoe is very strong which is positive for economic growth. 

Expanded rent controls are highly unlikely to impact demand. We note that the proposed new rules that 

are supposed to help rein in the high price of housing in Ontario's expensive cities have been criticized 

as being quite weak to have much impact. 

The provincial government has given municipalities the power to force developers to price some units in 

new housing projects below market rates. The proposed rules would require cities to reimburse 

developers 40 per cent of the difference between the sale price of the affordable homes and the market 

rate. We believe that mandating too many below-market units in new developments would force up the 

price of homes on sale at the market rate. 

Hence, we believe that Ontario’s existing apartment stock essentially has become more valuable with 

Ontario’s Fair Housing Plan, and that over time vacancy will likely remain very tight and market rent 

growth will be strong. 

History Does Show the Way Ahead 

Government policies initially sought to correct for some of the factors discussed earlier. Some of the 

most substantial interventions were the enactment of Multiple Unit Residential Building (MURB) 

legislation from 1974-79 and 1981. The legislation reintroduced passive loss provisions for newly 

constructed rental properties and added two construction supply stimulus programs – the Assisted Rental 

Program (ARP) and the Canada Rental Supply Program (CRSP). Additional stimulus for private rental 

housing in Alberta was provided by the Provincial Government in the late 1970s.  

FHP has resulted in a 

slower pace of new 

purpose-built 

development projects  

Past policies show that 

government 

intervention helped 

spark the purpose-built 

rental market and 

address the supply gap 
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We have discussed these programs in greater detail below: 

 Multiple Unit Residential Building (MURB) 1974-79 and 1981 – The MURB was a tax 

expenditure program that operated through the federal tax system. The legislation allowed for 

a tax deferral in which owners of eligible rental units could defer non-rental income tax by 

writing off certain soft costs such as promotion expenses, mortgage fees, legal and accounting 

fees, interest expense during construction, and interest and property taxes. 

Prior to 1972 all rental housing investors could deduct capital cost allowance (CCA) losses 

against other income. This was changed with tax reform in 1972 for all investors with the 

exception of Principal Business Corporations (PBCs). Since 1972, except for PBC investors, 

losses due to CCA have not been allowed. Any unclaimed CCA because of this restriction is 

added to the undepreciated capital cost (UCC) base.   

The deductibility of CCA losses was reinstated temporarily for new construction through 1974-

1979 and in 1980-1981. The MURB provision of the Income Tax Act reinstated the favourable 

tax treatment of CCA for investors (individuals and companies which are not PBCs) which 

invested in certified MURB rental projects.  

 Assisted Rental Program (ARP) – A provincial program whereby provinces allowed developers 

to build modest rental properties and guarantee that all of the properties would be brought 

into the rent supplement program. The province would then guarantee to pay the difference 

between the tenant’s rent and market rent. 

 Canada Rental Supply Program (CRSP) – A joint federal and provincial program which provided 

loans to developers to build purpose-built rental units. Loans were interest-free and repayable 

starting in the 15th year.  

A large number of private rental starts resulted from these programs. A total of 344,000 new units 

(overlapping with ARP and CRSP) received MURB eligibility, 123,000 units received ARP assistance, and 

24,000 units were approved for CRSP assistance. These programs cost an estimated $2.4 billion, $300 

million, and $61 million, respectively. These programs utilized a variety of solutions to essentially reduce 

initial levels of investor equity and ensure acceptable rates of returns.  

Despite the reactivation of the MURB provision in 1980, and its replacement by the CRSP, private rental 

apartment completions remained depressed until the latter half of the 1980s. The volume of 

completions picked up in the latter 1980s largely in Quebec and in Manitoba. Much of this increase was 

the result of the one-time exemption introduced for capital gains which reached $100,000 in 1988.  

For many small investors, in particular, the rising real estate prices at the time combined with the 

favourable treatment of capital gains, made investment in new rental projects an appealing proposition. 

What does this mean for Multifamily REITs? 

We think increasing renter demand and rising development costs will give Canadian apartment REITs an 

extended period of pricing power, particularly in larger urban centres such as Vancouver, Toronto, 

Montreal, and Halifax. While the apartment sector trades at a premium valuation vs. the other sub-

sectors, we think this is largely justified by the potential for a multi-year period of above average rent 

growth.  

We think development activity by REITs can add value, but some markets with very high development 

charges and historically low yields (e.g. Toronto) may make immediate FFO/unit accretive development 

difficult. 

“It is worth noting that 70% of the Killam's development future pipeline is outside of Atlantic Canada, as 

we continue to grow our presence in Ontario and Alberta.” 

- Philip D. Fraser, President & CEO, Killam Apartment REIT 
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“Development remains a key component to our future growth strategy. Our management team has 

recently assessed the viability of development and validate there is potential to build well in excess of 

10,000 net new apartments, much of which are by way of infill on vacant land we already own. We are 

finalizing a structured roadmap to guide how this development potential will be realized over the next 

10 years” 

- David Ehrlich, President & CEO, Canadian Apartment Properties REIT 

“You know what, it probably needs to be more incremental. I suspect that it will need ultimately, and 

we're prepared to really work with them, it'll need some input from all three levels of government. I 

know again Mayor Tory and the City of Toronto are quite committed, and they both have – they certainly 

have an ambitious program. They're going to have to do something, whether it's with development 

charges. And keep in mind that when you look at a newly built residential unit particularly here in 

Toronto or in the GTA generally, 25% of the cost roughly is governmental charges of one form or 

another. So we're not really looking for anybody to give us any money to build affordable housing. 

We're looking for them maybe to take a little less on the way through, and something they can probably 

afford to do.” 

- Ed Sonshine, CEO, RioCan REIT  

 

What’s the sentiment in the private market? 

In addition to REITs, pension funds and investment managers have a healthy appetite for multifamily 

assets, with firms increasing allocations every year. The challenge for pension funds continues to be 

pushing capital out in a competitive marketplace. Many pension funds are below their target allocations 

even as they move to increase allocations.  

The beginning of 2018 saw Blackstone and Starlight form a joint venture to acquire a portfolio of six 

multi-family buildings comprised of 746 units, with five properties located in prominent Toronto 

neighbourhoods and one in Montreal. 

After spending two decades acquiring many of Canada's largest malls and office towers, many other 

major pension funds and insurers are also turning their formidable buying power toward the old-school 

world of purpose-built rental buildings.  

“What is going to change is its mix of properties. That means less emphasis on office towers, fewer 

Canadian properties, more logistics (such as warehouses) and more apartments or multifamily – now the 

hottest type of real estate for developers and investors.” 

- Michael Turner, CEO, Oxford Properties 

 

Pension funds and 

investment managers 

have a healthy appetite 

for multifamily assets, 

with firms increasing 

allocations every year 

Canadian Real Estate | Page 12 December 11, 2018



IMPORTANT DISCLOSURES

Analyst's Certification

I, Troy MacLean, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or
issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed in this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and
their affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in
generating new ideas and in communication of ideas to clients, performance of recommendations, accuracy of earnings estimates, and service
to clients.

Analysts employed by BMO Nesbitt Burns Inc. and/or BMO Capital Markets Limited are not registered as research analysts with FINRA. These
analysts may not be associated persons of BMO Capital Markets Corp. and therefore may not be subject to the FINRA Rule 2241 and 2242
restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.

Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Public/
Company_Disclosure_Public.aspx.

Distribution of Ratings (December 10, 2018)

Rating category BMO rating BMOCM US
Universe*

BMOCM US IB
Clients**

BMOCM US IB
Clients***

BMOCM
Universe****

BMOCM IB
Clients*****

StarMine
Universe~

Buy Outperform 47.5 % 29.9 % 58.3 % 50.7 % 63.4 % 57.7%

Hold Market Perform 50.0 % 19.6 % 40.3 % 47.0 % 35.8 % 37.7%

Sell Underperform 2.5 % 13.3 % 1.4 % 2.3 % 0.8 % 4.6%

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.
** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services
as percentage within ratings category.
*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking
services as percentage of Investment Banking clients.
**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.
***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services
as percentage of Investment Banking clients.
~ As of October 4, 2018.

Ratings Key (as of October 2016)

We use the following ratings system definitions:
OP = Outperform - Forecast to outperform the analyst’s coverage universe on a total return basis;
Mkt = Market Perform - Forecast to perform roughly in line with the analyst’s coverage universe on a total return basis;
Und = Underperform - Forecast to underperform the analyst’s coverage universe on a total return basis;
(S) = Speculative investment;
Spd = Suspended - Coverage and rating suspended until coverage is reinstated;
NR = No Rated - No rating at this time; and
R = Restricted - Dissemination of research is currently restricted.

BMO Capital Markets' seven Top 15 lists guide investors to our best ideas according to different objectives (CDN Large Cap, CDN Small Cap, US
Large Cap, US Small Cap, Income, CDN Quant, and US Quant have replaced the Top Pick rating).

Prior BMO Capital Markets Rating System

(April 2013 - October 2016)
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf

(January 2010 - April 2013)
http://researchglobal.bmocapitalmarkets.com/documents/2013/prior_rating_system.pdf

Other Important Disclosures

Canadian Real Estate | Page 13 December 11, 2018

http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx
http://researchglobal.bmocapitalmarkets.com/documents/2013/rating_key_2013_to_2016.pdf?
http://researchglobal.bmocapitalmarkets.com/documents/2013/prior_rating_system.pdf?


For Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Public/
Company_Disclosure_Public.aspx or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial
Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Dissemination of Research

Dissemination of BMO Capital Markets Equity Research is available via our website https://research-ca.bmocapitalmarkets.com/Public/Secure/
Login.aspx? ReturnUrl=/Member/Home/ResearchHome.aspx. Institutional clients may also receive our research via Thomson Reuters, Bloomberg,
FactSet, and Capital IQ. Research reports and other commentary are required to be simultaneously disseminated internally and externally to our
clients. Research coverage of licensed cannabis producers is made available only to North American, Australian, and EU-based BMO Nesbitt Burns
Inc., BMO Capital Markets Limited, and BMO Capital Markets Corp. clients solely via email distribution.

~ Research distribution and approval times are provided on the cover of each report. Times are approximations as system and distribution
processes are not exact and can vary based on the sender and recipients’ services. Unless otherwise noted, times are Eastern Standard and
when two times are provided, the approval time precedes the distribution time.

BMO Capital Markets may use proprietary models in the preparation of reports. Material information about such models may be obtained by
contacting the research analyst directly. There is no planned frequency of updates to this report.

For recommendations disseminated during the preceding 12-month period, please visit:
https://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx

General Disclaimer

"BMO Capital Markets" is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of Bank of Montreal and
its subsidiaries BMO Nesbitt Burns Inc., BMO Capital Markets Limited in the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns
Inc., BMO Capital Markets Limited and BMO Capital Markets Corp are affiliates. Bank of Montreal or its subsidiaries ("BMO Financial Group") has
lending arrangements with, or provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates
and projections contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice.
BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are reliable and
contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express
or implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any
loss arising from any use of, or reliance on, this report or its contents. Information may be available to BMO Capital Markets or its affiliates that
is not reflected in this report. The information in this report is not intended to be used as the primary basis of investment decisions, and because
of individual client objectives, should not be construed as advice designed to meet the particular investment needs of any investor. Nothing
herein constitutes any investment, legal, tax or other advice nor is it to be relied on in any investment or decision. If you are in doubt about any
of the contents of this document, the reader should obtain independent professional advice. This material is for information purposes only and
is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates will buy from or sell to customers
the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or its affiliates, officers, directors or employees have
a long or short position in many of the securities discussed herein, related securities or in options, futures or other derivative instruments based
thereon. The reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this
report in evaluating whether or not to buy or sell securities of issuers discussed herein.

Additional Matters

This report is directed only at entities or persons in jurisdictions or countries where access to and use of the information is not contrary to local
laws or regulations. Its contents have not been reviewed by any regulatory authority. BMO Capital Markets does not represent that this report
may be lawfully distributed or that any financial products may be lawfully offered or dealt with, in compliance with regulatory requirements in
other jurisdictions, or pursuant to an exemption available thereunder.

To Australian residents: BMO Capital Markets Limited is exempt from the requirement to hold an Australian financial services licence under the
Corporations Act and is regulated by the UK Financial Conduct Authority under UK laws, which differ from Australian laws. This document is
only intended for wholesale clients (as defined in the Corporations Act 2001) and Eligible Counterparties or Professional Clients (as defined in
Annex II to MiFID II).

To Canadian Residents: BMO Nesbitt Burns Inc. furnishes this report to Canadian residents and accepts responsibility for the contents herein
subject to the terms set out above. Any Canadian person wishing to effect transactions in any of the securities included in this report should
do so through BMO Nesbitt Burns Inc.

The following applies if this research was prepared in whole or in part by Andrew Breichmanas, Colin Hamilton, Alexander Pearce, David Round
or Edward Sterck: This research is not prepared subject to Canadian disclosure requirements. This research is prepared by BMO Capital Markets
Limited and subject to the regulations of the Financial Conduct Authority (FCA) in the United Kingdom. FCA regulations require that a firm providing
research disclose its ownership interest in the issuer that is the subject of the research if it and its affiliates own 5% or more of the equity of the
issuer. Canadian regulations require that a firm providing research disclose its ownership interest in the issuer that is the subject of the research
if it and its affiliates own 1% or more of the equity of the issuer that is the subject of the research. Therefore BMO Capital Markets Limited will
disclose its and its affiliates' ownership interest in the subject issuer only if such ownership exceeds 5% of the equity of the issuer.

Canadian Real Estate | Page 14 December 11, 2018

http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx
http://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx
https://research-ca.bmocapitalmarkets.com/Public/Secure/Login.aspx? ReturnUrl=/Member/Home/ResearchHome.aspx
https://research-ca.bmocapitalmarkets.com/Public/Secure/Login.aspx? ReturnUrl=/Member/Home/ResearchHome.aspx
https://researchglobal.bmocapitalmarkets.com/Public/Company_Disclosure_Public.aspx


ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and corporate

banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, personal and commercial banking
clients are served by BMO Harris Bank N.A., (Member FDIC). Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, (Member FDIC), BMO Ireland
Plc, and Bank of Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member FINRA and SIPC) in the U.S., BMO Nesbitt Burns
Inc. (Member Canadian Investor Protection Fund) in Canada, Europe, and Asia, BMO Capital Markets Limited in Europe and Australia and BMO Advisors Private Limited in India.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2018 BMO CAPITAL MARKETS CORP.

A member of 
 

To E.U. Residents: In an E.U. Member State this document is issued and distributed by BMO Capital Markets Limited which is authorised and
regulated in the UK and operates in the E.U. on a passported basis. This document is only intended for Eligible Counterparties or Professional
Clients, as defined in Annex II to “Markets in Financial Instruments Directive” 2014/65/EU (“MiFID II”).

Singapore: This disclaimer applies to research reports distributed by the Private Banking unit of Bank of Montreal, Singapore Branch ("BMO SG"),
an exempt financial adviser under the Financial Advisers Act (Cap. 110) of Singapore ("FAA") only. This research report is prepared by BMO Capital
Markets and distributed by BMO SG pursuant to an arrangement under regulation 32C of the Financial Advisers Regulations of Singapore. This
research report is distributed by BMO SG solely to persons who qualify as accredited investors as defined in the FAA only, and is not intended
for and may not be circulated to the general public. This report and any information contained in this report shall not be disclosed to any other
person. If you are not an accredited investor, please disregard this report. BMO SG does not accept legal responsibility for the contents of the
report. Recipients should contact BMO SG at 65-6535 2323 for matters arising from, or in connection with the report.

To U.S. Residents: BMO Capital Markets Corp. furnishes this report to U.S. residents and accepts responsibility for the contents herein, except to
the extent that it refers to securities of Bank of Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should
do so through BMO Capital Markets Corp.

To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial Conduct
Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (the "Order") or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as
"relevant persons"). The contents hereof are not intended for the use of and may not be issued or passed on to retail clients.

These documents are provided to you on the express understanding that they must be held in complete confidence and not republished,
retransmitted, distributed, disclosed, or otherwise made available, in whole or in part, directly or indirectly, in hard or soft copy, through any
means, to any person, except with the prior written consent of BMO Capital Markets.

Click here for data vendor disclosures when referenced within a BMO Capital Markets research document.

Canadian Real Estate | Page 15 December 11, 2018

http://research-ca.bmocapitalmarkets.com/documents/C17EA078-97CF-4438-AC2C-B5A8118F8C4B.PDF


REAL ESTATE

REITs (Canada)
Jenny Ma, CFA 416-359-4955
Troy MacLean, CFA  416-359-8366 

REITs (US)
John P. Kim 212-885-4115
Ari Klein 212-885-4103
R. Jeremy Metz 212-885-4053

INFORMATION TECHNOLOGY

IT Services & Software
Keith Bachman, CFA  212-885-4010

Communications Equipment
Tim Long 212-885-4101

Information Technology 
Thanos Moschopoulos, CFA 416-359-5428

Semiconductors 
Ambrish Srivastava, Ph.D. 415-591-2116

Telecom/Media/Cable
Tim Casey, CFA 416-359-4860

Media and Internet
Daniel Salmon  212-885-4029

UTILITIES 

Electric Utilities & Independent Power
Ben Pham, CFA 416-359-4061

US Pipelines & MLPs
Danilo Juvane, CFA 713-518-1267

MACRO

Investment Strategy
Brian G. Belski 212-885-4151 
 416-359-5761

Economics
Douglas Porter, CFA 416-359-4887
Michael Gregory, CFA 312-845-5025 
 416-359-4747
Earl Sweet 416-359-4407

Quantitative/Technical
Mark Steele 416-359-4641
Jin Li 416-359-7689
Herbert Sun 416-359-6704

Exchange Traded Funds
Jin Li 416-359-7689

SPECIAL PROJECTS

Special Projects
Kimberly Berman 416-359-5611

CONSUMER DISCRETIONARY

Retailing/Consumer
Peter Sklar, CPA, CA 416-359-5188

Cannabis
Tamy Chen, CFA 416-359-5501
Peter Sklar, CPA, CA 416-359-5188

Restaurants
Andrew Strelzik 212-885-4015

Toys & Leisure
Gerrick L. Johnson 212-883-5192

Auto Parts
Peter Sklar, CPA, CA 416-359-5188

Education
Jeffrey M. Silber 212-885-4063

Special Situations
Stephen MacLeod, CFA 416-359-8069
Jonathan Lamers, CFA 416-359-5253

CONSUMER STAPLES

Food Retail
Kelly Bania 212-885-4162

Food & Ag Products
Kenneth B. Zaslow, CFA 212-885-4017

Food & Beverage
Amit Sharma, CFA 212-885-4132

Personal Care & Household Products
Shannon Coyne, CFA 404-926-1591

HEALTHCARE

Biotechnology
Do Kim  212-885-4091
Matthew Luchini 212-885-4119

Managed Care/Facilities
Matthew Borsch, CFA 212-885-4094

Medical Technology
Joanne K. Wuensch 212-883-5115

Pharmaceuticals
Alex Arfaei 212-885-4033
Gary Nachman 212-883-5113

FINANCIALS

Canadian Banks & Asset Managers
Sohrab Movahedi 416-359-7157

US Large Cap Banks & Specialty Finance
James Fotheringham  212-885-4180

US Banks
Lana Chan 212-885-4109

Insurance/Diversified Financials (Canada)
Tom MacKinnon, FSA, FCIA 416-359-4629

Diversified Financials (Canada)
Nik Priebe, CFA 416-359-4293

ENERGY

Oil & Gas – Integrateds
Randy Ollenberger 403-515-1502

Oil & Gas – E&P
Jared Dziuba, CFA 403-515-3672 
Phillip Jungwirth, CFA  303-436-1127
Ray Kwan, P.Eng. 403-515-1501
Mike Murphy, P.Geol. 403-515-1540
David Round, ACA +44 (0)20 7664 8052

Oil & Gas – Oilfield Services
Daniel Boyd, CFA 713-547-0812
Mike Mazar, CA, CFA 403-515-1538

MATERIALS

Commodity Strategy
Colin Hamilton +44 (0)20 7664 8172

Base Metals & Mining
David Gagliano, CFA 212-885-4013
Alexander Pearce +44 (0)20 7246 5435
Edward Sterck +44 (0)20 7246 5421

Precious Metals & Minerals
Andrew Breichmanas, P.Eng. +44 (0)20 7246 5430
Andrew Kaip, P. Geo. 416-359-7224
Andrew Mikitchook, P.Eng., CFA 416-359-5782
Brian Quast, P. Eng., JD 416-359-6824
Ryan Thompson, CFA 416-359-6814 

Fertilizers & Chemicals  
Joel Jackson, P.Eng., CFA 416-359-4250

US Chemicals  
John McNulty, CFA 212-885-4031

Packaging & Forest Products
Mark Wilde, Ph.D. 212-883-5102
Ketan Mamtora 212-883-5121

INDUSTRIALS

Transportation & Aerospace
Fadi Chamoun, CFA 416-359-6775

Diversified Industrials
Devin Dodge, CFA 416-359-6774

Diversified Industrials & Industrial Distribution
R. Scott Graham 212-885-4077

Machinery
Joel Tiss 212-883-5112 

Business Services & Industrial Services
Jeffrey M. Silber 212-885-4063

Mobility Equipment & Technology
Richard Carlson, CFA 212-883-5141

1 First Canadian Place, P.O. Box 150, Toronto, ON M5X 1H3 416-359-4000 • 129 Saint-Jacques Street, 10th Floor, Montreal, Quebec H2Y 1L6 • 900, 525 - 8th Avenue S.W., Calgary, AB. T2P 1G1 
95 Queen Victoria Street, London, U.K., EC4V 4HG • 3 Times Square, 29th Floor, New York, NY 10036 212-885-4000 • 200 Tower Place, 3348 Peachtree Road, NE, Suite 1430, Atlanta, GA 30326 
100 High Street, 26th Floor, Boston, MA 02110 617-451-0670 • 600 17th Street, Suite 1704S, South Tower, Denver, CO 80202 • 700 Louisiana Street, Suite 2100, Houston, TX 77002 713-546-9746

One Market, Spear Tower, Suite 1515, San Francisco, CA 94105 415-591-2100 • 115 S. LaSalle Street, Chicago, IL 60603

Director of Canadian Equity Research
Bert Powell, CFA 416-359-5301

Associate Director − Canada
Hari Sambasivam  416-359-8357

Associate Director − US
Todd J. Jonasz 212-885-4051

Director of US Equity Research
Carl Kirst, CFA   212-885-4113

Equity Research Analysts



BMO Capital Markets is a leading, full-service North American-based financial services 

provider offering corporate, institutional and government clients access to a complete range 

of products and services. These include equity and debt underwriting, corporate lending 

and project financing, merger and acquisitions advisory services, securitization, treasury 

management, market risk management, debt and equity research and institutional sales 

and trading.  With approximately 2,500 professionals in 30 locations around the world, 

including 16 offices in North America, BMO Capital Markets works proactively with clients to 

provide innovative and integrated financial solutions.

BMO Capital Markets is a member of BMO Financial Group (NYSE, TSX: BMO), one of the 

largest diversified financial services providers in North America with US$589 billion total 

assets and over 45,000 employees as at July 31, 2018. For more information, visit www.

bmocm.com/.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, BMO Harris Bank N.A, (Member FDIC), BMO Ireland Plc, and Bank of 
Montreal (China) Co. Ltd. and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member Canadian Investor Protection Fund) in 
Canada, Europe and Asia, BMO Capital Markets Limited in Europe and Australia and BMO Advisors Private Limited in India. 

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.

www.bmocm.com

ABOUT BMO CAPITAL MARKETS

BMO CAPITAL MARKETS
CANADIAN REAL ESTATE:  
CANADA NEEDS TO BUILD WITH A PURPOSE 
NEVER WITNESSED BEFORE


	Important Disclosures

