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The Issue

Purpose-built rental offers secure, family-sized rental housing 

The rate of renter households is growing twice as fast as ownership in Canada, and three
times as fast in the Toronto region. Yet we face a supply-demand mismatch when it comes to
rentals, with certain markets lacking enough affordable and market-rate rental housing that is
family-friendly and/or near jobs and amenities. For example, the average current vacancy
rate in Canada for rental housing is 1.9%, the lowest since 2001, and CMHC has found a 0% to
1% availability for low-income rental across the country. 

Purpose-built rentals (PBRs), also known as apartment buildings, are developed to provide
long-term rental housing that is secure and managed by apartment building landlords. This
differs from condo units on the rental market, which are rented out by individual owners, and
lack the tenure security of PBRs. Since being built, many older PBRs have generally either
remained affordable or become affordable relative to newer market-rate options, including
condos. Since the 1970s, catalyst initiatives such as the Multiple Residential Building (MURB)
tax shelter and the Assisted Rental Program (ARP), have helped to keep the cost of units
about 25% lower than condo rentals.   What’s more, PBRs are mostly composed of two-
bedroom units   that are larger than contemporary condo units, making them a suitable
option for families.  
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The construction of purpose-built rental housing dropped after 1972 when the federal government cut back
on taxation incentives. Table provided by Carolyn Whitzman

Figure 1. Average Annual Purpose Built Rentals Completions by 5 Year Period, Canada

Over the last four decades, construction of PBRs has been on a steady decline  

PBRs built from the 1950s to the 1970s in Canada continue to supply over 50% of the
purpose-built rental stock in the country.  PBR construction began to fall in the mid 1970s
due to changes such as taxation, exclusionary zoning and the growth of condos.  However,
the shift to condo developments has not played out evenly across Canadian cities. In Toronto,
82% of apartments created within the past five years have been condominiums, compared to
just 16% in Edmonton.  This suggests that factors other than federal taxation policies may be
responsible, such as zoning, inflated land values, investor-driven finance policy and a long-
running period of low interest rates that fueled a condo industry with faster return on
investment than PBR. Nevertheless, the old stock of PBR in Canada is deteriorating and at risk
of financialization and upward filtering as an increasing number of the old buildings are being
purchased by investors and converted into market-rate housing.  
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Research and Findings
According to housing experts, PBR should compose 35% to 40% of new housing
supply  

Incentives for PBR are promising, but results are uncertain
The federal government recently waived the GST associated with PBR construction in the
hopes of stimulating a surge of privately built PBR supply. This is expected to positively
incentivize developers to construct PBR rather than condo buildings, and over time may take
the pressure off the rental market more broadly and relieve competition for lower priced
rentals. It’s uncertain if accelerated PBR construction will yield a new wave of affordable
apartments, given the high costs of construction and land for developers. Without direct
measures in place, this could simply deliver additional market-rate or luxury rentals,
especially in Canada’s most expensive cities.  
 

To achieve a balance in rental demand and supply, the National Housing Accord recommends
that a minimum of 2.2 million new PBR units be built by 2030 (i.e.,38% of 5.8 million new
homes),  which would require a rate of PBR construction equivalent to that of 2022, the
highest level in a decade. RBC estimates that Canada will need to add 332,000 PBR units to its
current stock by 2026 to achieve a balanced market with rent stability.  This would require an
even higher proportion (20% annually) of the supply mix than recommended by the National
Housing Accord report.  The Greater Toronto Area needs 300,000 PBR units within the next
decade, estimates a 2023 whitepaper by Urbanation.  This would compose about one-third of
new homes targeted for the GTA, and is in line with the National Housing Accord estimates
for Canada. 
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Key Recommendations for PBR  by the Task Force
for Housing and Climate

Top recommendations in the National Task Force on Housing and
Climate’s Blueprint for More and Better Homes include:

Increase the threshold for the GST PBR housing rebate,
implementing an accelerated capital cost allowance for PBR
construction, and providing a full HST exemption for
charitable non-profit organizations. (Federal) 

Eliminate the PST on purpose-built rental construction.
(Provincial) 

Align property taxes for purpose-built rental with those of
condos and low-rise homes. (Municipal) 



Endnotes
       1. CMHC, “RENTAL MARKET REPORT,” (2023), https://www.cmhc-
schl.gc.ca/-/media/sites/cmhc/professional/housing-markets-data-and-research/market-reports/rental-
market-report/rental-market-report-2022-en.ashx  
       2.  Roger D. Lewis, " A Profile of Purpose-Built Rental Housing in Canada”, Canada Mortgage
andHousingCorporation,(2016),
.https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research/rr_purpose-
built_rental_housing_en_may10.pdf.  
       3. David J. Hulchanski, “Private Rental Housing in Canada’s Four Largest Metropolitan Areas: Trends and
Prospects,” Cities and Affordable Housing, (Routledge, 2021)
https://www.taylorfrancis.com/chapters/oaedit/10.4324/9781003172949-25/private-rental-housing-canada-
four-largest-metropolitan-areas-david-hulchanski  
       4. For a detailed history see: Lawrence B. Smith, “Canadian Housing Policy in the Seventies. Land
Economics,” 57(3), (1981): 338-352 https://doi.org/10.2307/3146015  
       5. CMHC, “Housing Supply REPORT,” (2023), https://assets.cmhc-
schl.gc.ca/sites/cmhc/professional/housing-markets-data-and-research/market-reports/housing-supply-
report/housing-supply-report-2023-04-en.pdf?rev=f0988ca5-6454-44da-8934-587d4a5650fe 
       6. Tim Richter, Mike Moffatt, and Michael Brooks, "The National Housing Accord: A Multi-Sector Approach
to Ending Canada’s Rental Housing Crisis,” (2023),
https://assets.nationbuilder.com/caeh/pages/453/attachments/original/1692060486/2023_National_Housing
_Accord.pdf?1692060486 
       7. Robert Hogue and Rachel Battaglia,  “Proof Point: Canada’s shortage of rental housing could quadruple
by 2026”, RBC Thought Leadership, March 22 2023, https://thoughtleadership.rbc.com/proof-point-shortfall-
in-canadian-rental-housing-could-quadruple-by-2026/ 
       8. 20% increase in 68000 completions = 81,6000 completions. For more information see: Robert Hogue
and  Rachel Battaglia, "Proof Point: Soaring construction costs will hamper Canada’s homebuilding ambitions,”
RBC Thought Leadership, June 27 2023, https://thoughtleadership.rbc.com/proof-point-soaring-construction-
costs-will-hamper-canadas-homebuilding-ambitions/  
       9. BILD, FRPO, Urbanation, and Finnegan Marshall, “Purpose-Built-Rental-Housing in the Greater Toronto
Area,” (2023),  https://www.bildgta.ca/wp-content/uploads/2023/02/Purpose-Built-Rental-Whitepaper-
FINAL.pdf 

Housing Supply Mix Strategy 3: Purpose Built Rental Housing 5

https://www.cmhc-schl.gc.ca/-/media/sites/cmhc/professional/housing-markets-data-and-research/market-reports/rental-market-report/rental-market-report-2022-en.ashx
https://www.cmhc-schl.gc.ca/-/media/sites/cmhc/professional/housing-markets-data-and-research/market-reports/rental-market-report/rental-market-report-2022-en.ashx
https://www.cmhc-schl.gc.ca/-/media/sites/cmhc/professional/housing-markets-data-and-research/market-reports/rental-market-report/rental-market-report-2022-en.ashx
https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research/rr_purpose-built_rental_housing_en_may10.pdf
https://eppdscrmssa01.blob.core.windows.net/cmhcprodcontainer/sf/project/archive/research/rr_purpose-built_rental_housing_en_may10.pdf
https://www.taylorfrancis.com/chapters/oaedit/10.4324/9781003172949-25/private-rental-housing-canada-four-largest-metropolitan-areas-david-hulchanski
https://www.taylorfrancis.com/chapters/oaedit/10.4324/9781003172949-25/private-rental-housing-canada-four-largest-metropolitan-areas-david-hulchanski
https://doi.org/10.2307/3146015
https://assets.cmhc-schl.gc.ca/sites/cmhc/professional/housing-markets-data-and-research/market-reports/housing-supply-report/housing-supply-report-2023-04-en.pdf?rev=f0988ca5-6454-44da-8934-587d4a5650fe
https://assets.cmhc-schl.gc.ca/sites/cmhc/professional/housing-markets-data-and-research/market-reports/housing-supply-report/housing-supply-report-2023-04-en.pdf?rev=f0988ca5-6454-44da-8934-587d4a5650fe
https://assets.cmhc-schl.gc.ca/sites/cmhc/professional/housing-markets-data-and-research/market-reports/housing-supply-report/housing-supply-report-2023-04-en.pdf?rev=f0988ca5-6454-44da-8934-587d4a5650fe
https://assets.nationbuilder.com/caeh/pages/453/attachments/original/1692060486/2023_National_Housing_Accord.pdf?1692060486
https://assets.nationbuilder.com/caeh/pages/453/attachments/original/1692060486/2023_National_Housing_Accord.pdf?1692060486
https://thoughtleadership.rbc.com/proof-point-shortfall-in-canadian-rental-housing-could-quadruple-by-2026/
https://thoughtleadership.rbc.com/proof-point-shortfall-in-canadian-rental-housing-could-quadruple-by-2026/
https://thoughtleadership.rbc.com/proof-point-soaring-construction-costs-will-hamper-canadas-homebuilding-ambitions/
https://thoughtleadership.rbc.com/proof-point-soaring-construction-costs-will-hamper-canadas-homebuilding-ambitions/
https://www.bildgta.ca/wp-content/uploads/2023/02/Purpose-Built-Rental-Whitepaper-FINAL.pdf
https://www.bildgta.ca/wp-content/uploads/2023/02/Purpose-Built-Rental-Whitepaper-FINAL.pdf


These Housing Supply Mix Strategy briefs are derived from
research commissioned by the Task Force for Housing and Climate 
www.housingandclimate.ca

Authors: 
Written by Cherise Burda and Karen Chapple

The authors would like to thank the following individuals for
their contribution to and/or review of this publication:
Ahmad Al-Musa, Sami Ferwati, Claire Pfeiffer, and Sarah A. Smith

Design by:
Tony Chang

General inquiries:
Contact us at schoolofcities@utoronto.ca or 1-416-946-7534 
Learn more about us at schoolofcities.utoronto.ca

https://housingandclimate.ca/#:~:text=The%20Task%20Force%20for%20Housing,the%20homes%20that%20Canadians%20deserve.

