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An Update on Ottawa’s Rental Market

Housing Branch, City of Ottawa, January 2006


The Canada Mortgage and Housing Corporation recently released its annual Rental Market Report

for 2005.  The following provides highlights of the report and an assessment by the City of Ottawa’s Housing Branch.  For further information, contact the City’s Housing Branch at  x43139 or elizabeth.dandy@ottawa.ca. 


I.  Highlights of CMHC’s 2005 Rental Market Report for Ottawa

Ottawa’s Vacancy Rate Falls to 3.3% from Last Year’s Peak at 3.9%

· 1,998 private rental apartment units were vacant in October 2005 out of the 60,519 units surveyed

· CMHC cites both demand and supply reasons for this decrease:

· Less affordable home ownership.  Between 2001-2005 the average price of Ottawa’s resale housing rose by 41% with estimated carrying costs rising by 26%.

· Increase in the number of young adults moving to Ottawa.  In the 2000-2004 period, the movement of people between the ages of 15-24 years grew by nearly 11,000.

· Limited new rental construction.   In 2005, there were only 343 private rental completions in the city.  The annual average for the previous four years was 618.  Between 2000 and 2005, private rental completions represented only 8% of total housing completions (both ownership and rental).
 

· CMHC forecasts a further decline in the vacancy rate for 2006 for the following reasons:

· Continued rental demand.  This will be in part due to mortgage rate increases and continued house price increases.  In 2005, the principle and interest charged on Ottawa’s average condo exceeded two bedroom apartment rents.

· Few rental supply additions.  For 2005, CMHC reports only 186 private rental starts in the Ottawa CMA compared to a total figure of 4,982 for all housing starts (both ownership and rental).

Ottawa’s Vacancy Rate, 2000 - 2005 

	2000
	2001
	2002
	2003
	2004
	2005

	0.2%
	0.8%
	1.9%
	2.9%
	3.9%
	3.3%


Source:  CMHC’s Rental Market Report for Ottawa, various years.   
Ottawa’s Rents Soften Slightly

· The average rent for a 2 bedroom apartment (a key indicator of housing trends) decreased slightly by 2.1% from $940 in 2004 to $920 in 2005. 

· The highest 2 bedroom apartment average rent is in the Downtown at $1,127 and the lowest is in Vanier at $751. 

· Out of 28 Canadian centres, Ottawa has the third highest average rent for 2 bedroom apartments.  Toronto and Vancouver are first and second respectively.

· Looking at all sizes of apartments, the average rent increased for bachelor apartments by almost 1% and decreased for 1 bedroom apartments by 1.2% and for 3+ bedroom apartments by just under 3%.

Ottawa’s Private 2 Bedroom Apartment Average Rent, 2000- 2005 

	2000
	2001
	2002
	2003
	2004
	2005

	$877
	$914
	$930
	$932
	$940
	$920


Source:  CMHC’s Rental Market Report for Ottawa   
II.  Affordability Issues
Continuing Need for Affordable Housing

· CMHC notes that many households are still facing affordability issues despite an increase in vacancy rates.

· Ottawa is the third most expensive city in Canada to find rental housing.  Affording an average 2 bedroom apartment requires 3 full time jobs at minimum wage.

· The slight decrease in rents will do little to address the affordability issues faced by over 40,000 renter households in Ottawa and particularly those households on the social housing waiting list.  Over 80% of households on the waiting list earn less than $20,000 per year and cannot afford rent of more than $500 a month.  

· New rental supply is not addressing the majority of rental needs.  Starts and completions in this market have fallen.  The highest local vacancy rate (at 9%) is found in buildings completed in 2000 and later.  Rents for two bedroom suites in these building average $1,406 per month and are unaffordable to the average renter household in Ottawa.

Ottawa is Facing Losses in Its Private Rental Stock Due to Conversions
· With the vacancy rate staying above 3 per cent for the past two years, there is a high level of interest in converting properties from rental to condominium ownership.
  
· Data on the so-called secondary rental market – rented housing that is not purpose built as rental such as condominiums – remains difficult to assess and is not reported in CMHC’s annual rental report.  Other recent CMHC studies suggest that the vacancy rate for these units is similar to the defined rental market.  Between 1996 and 2004, the proportion of rented condos shrank from 35% of total registered condos to 23%.  
III.  Affordable Housing Partnerships

The City of Ottawa is Undertaking a Number Initiatives to Address Affordable Housing Issues.   

In 2005:
· Two long-term affordable housing projects were completed in partnership with community agencies.  Since 2002, the City has supported the development of 449 long-term affordable housing units and an additional 6 projects for new supportive shelters, transitional and permanent housing for over 200 homeless youth, adults and families.
· City Council approved four additional community-led projects for funding for a total of 139 long-term affordable housing units.

· City Council approved a Housing First policy which prioritizes affordable housing on surplus City-owned land.

· The City facilitated a major community capacity building initiative for agencies dealing with homelessness as part of the renewal of the Community Action Plan to End and Prevent Homelessness.
� For number of annual housing completions, see Table 32 of the City of Ottawa’s Annual Development Report 2005, March 2006. 


� CMHC, Housing Now Ottawa, 8:12, Dec. 2005.


� The City of Ottawa considers applications to convert properties from rental to condo when the vacancy rate has been at or above 3 per cent for the preceding two-year reporting period and as long as the existing units are at or above average market rent levels.  
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