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Cost, Comfort and Returns Drive Demand for Lower-Height Rentals

Builders and government favouring rental construction. Record ——— Rental Supply Rising Steadily
population growth following the pandemic, waning demand for con-

dominiums and concerted efforts from all levels of government have 2 100 —— Completions Starts
fuelled the development of rental properties across Canada. Begin- §

ning in 2023, the downturn in the condo market — driven primarily g

by mounting barriers to homeownership, shifting household prefer- E 75

ences and economic uncertainty — has prompted developers to meet E

surging population growth through the rental segment of the housing g 50

market. Government support has also aided development activity, %

coming in the form of federal financing and tax incentives, in addition £ 25

to municipal-level zoning reforms and deregulation. As a result, on %

a trailing 12-month basis, completions of purpose-built rentals rose ;E) o

from 45,000 units in 2019 to 85,000 units as of April 2025. Construc- = 05 09 13 17 21 25*

tion starts have followed a similar trajectory, suggesting that new . .
deliveries are likely to remain elevated over the coming years. — 2024 Rental Universe by Structure Size —
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Moderate-density projects gain traction among select investors.
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With construction costs rising and vacancy rates climbing over the

past year, some residential builders are shifting focus towards low-

20-49 Units
and mid-rise rental projects. These buildings, typically between 1 and
12 storeys, often provide a transit-supportive form of development 50-199 Units
that delivers moderate density without the scale and complexity of 200+ Units
high-rise developments. Compared with high-rises, low- and mid-rise
apartment buildings are appealing to renters, generally more cost-ef-
fective to build and usually yield higher-income returns for owners.
Fewer storeys mean lower costs. In Canada, the current average — Cost Advantages for Low-Rise Buidlings -

hard construction cost per square foot for private condominiums and
apartments ranges from $325 for buildings under 12 storeys to $425

for those over 60 storeys. The lower cost of shorter buildings is driv- © 540

en by several key factors. Low- and mid-rise structures typically rely E

on wood frame or concrete block construction, which is less costly g $405

than the reinforced concrete and steel required for high-rises. These 5-;

buildings also involve simpler - and therefore less expensive - struc- g $270

tural and mechanical systems. Labour is generally more standardized 2

and less specialized for low- and mid-rise projects as well, further l%.z) $135

reducing expenses. Additionally, approval processes and building §

code requirements tend to be more favourable for low- and mid-rise < $0

buildings - especially in jurisdictions with pre-zoned “missing mid- 1112 Storeys  13-39 Storeys  40-60 Storeys 60+ Storeys

dle” policies, which streamline development for this scale of housing.

* Trailing 12-month total through April; * Average cost of condominiums and apartments includes
only hard construction costs in Vancouver, Calgary, Edmonton, Winnipeg, GTA, Ottawa, Montreal,
Halifax and St. John’s.

Sources: Altus Cost Guide; CMHC
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Faster Rent Growth in Lower-Rise Buildings
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—— Low- and Mid-Rises Dominate Sales —
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The information contained in this report was obtained from sources deemed to be reliable. Every
effort was made to obtain accurate and complete information; however, no representation, warranty
or guarantee, express or implied, may be made as to the accuracy or reliability of the information
contained herein. Sales data includes transactions sold for $1 million or greater. This is not intended
to be a forecast of future events and this is not a guarantee regarding a future event. This is not
intended to provide specific investment advice and should not be considered as investment advice.

Sources: IPA Research Services; Altus Data Solutions; Costar Group Inc; CMHC
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Low- and mid-rises offer appealing features. A shift towards
hybrid work has placed greater emphasis on work-life balance in the
post-pandemic years. There has been an increase in demand for larg-
er living areas, access to green spaces and convenient commute op-
tions. As a result, low-rise plex-style rentals and mid-rise apartment
buildings - often located along transit corridors and in walkable, less
urban neighbourhoods - have grown in appeal among renters. Com-
pared with high-rises, these shorter structures tend to offer greater
privacy, quieter and larger living spaces, better outdoor access, and a
stronger sense of community. Many new low- and mid-rise develop-
ments also feature modern layouts, energy-efficient appliances and
high-quality finishes. On top of that, shorter to no elevator wait times,
lower noise levels and less restrictive security protocols make mid-

rise properties especially attractive to families and long-term tenants.

Lower-rise buildings showing strong fundamentals. Demand for
low- and mid-rise apartments has been strong, as indicated by their
lower vacancy rates and faster rent growth. From 2019 to 2024, small-
er rental buildings consistently had lower vacancy than larger ones.
Even as vacancy rose last year, low- and mid-rise properties noted a
milder increase than high-rises. These vacancy trends are also mir-
rored in rental rates. Over the past five years, average rents in build-
ings with 3 to 19 units rose by 34 per cent, compared with a 27 per
cent increase in buildings with over 200 units. The lifestyle appeal of
smaller buildings makes renters more willing to pay premium rents,
especially when supply is limited. Additionally, while high-rises often
attract younger or more transient tenants, lower-rise buildings tend
to have lower turnover rates, particularly in desirable suburban areas.
This provides greater income stability and reduced downward rent

pressure for owners during market slowdowns.

Smaller buildings are appealing. Historically, low- and mid-rise as-
sets have captured a larger share of the transaction market, account-
ing for approximately 97 per cent of all sales over the past five years.
Amid evolving market conditions — driven by recently slower popu-
lation growth, a steady increase in apartment supply and near-term
uncertainty - some investors may continue targeting assets that are
more cost-efficient but also offer a balance of modern features, sus-
tainability and steady long-term returns. All of which are attributes

commonly found in low- and mid-rise developments.
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