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Executive Summary
Royal Bank of Canada (RBC) and the Pembina Institute’s Home Location Study released last year found that 
over 80% of Greater Toronto Area (GTA) residents would give up a large home and yard to live in a “location-
efficient” neighbourhood that is transit-friendly, walkable and offers shorter commute times.1 However, 
more than 70% of residents in the GTA live where they do because of affordability rather than preference.2 
Households are choosing car-dependent neighbourhoods mostly because of prices rather than a preference 
for the location.

Priced Out is a follow-up study researched and written by the Pembina Institute, co-published by RBC, that 
explores the factors contributing to rising home prices in the GTA, and how homebuyers are being “priced 
out” of location-efficient options.

Findings
Factors that have impacted home prices in Canada over the past decade include a strong economy, low 
interest rates and favourable mortgage insurance rules. These factors have increased the demand for homes 
and driven up prices across Canada, including in the GTA. 

Prices in the GTA have risen steadily and consistently, paralleling the national trend, but without the sharp 
spikes witnessed in cities such as Calgary and Vancouver. Regionally, the greatest influence on GTA home 
prices is the limited supply of housing stock, such as single-family homes, in established and location-
efficient neighbourhoods in the City of Toronto and in other urban/suburban locations in the GTA. Demand 
for single-family homes in the City of Toronto and the municipalities that border Toronto has outstripped 
supply, driving up prices for these homes.

Due to the relative scarcity of affordable and location-efficient single-family houses, demand has 
shifted to more affordable multi-unit homes for homebuyers and renters wanting to live in established 
neighbourhoods.  

Key insights are as follows:

1.	 There is no shortage of land throughout the GTA to build single-family homes for decades to come, 
but this land is predominantly located far from the City of Toronto and other established centres of 
employment.

2.	 There is limited supply of land to build single-family homes in established, location-efficient 
neighbourhoods where people want to live; therefore home prices have increased and will continue to 
rise in these locations.

3.	 Due to scarcity of affordable single-family housing stock in established location-efficient neighbourhoods, 
demand has shifted to comparatively more affordable multi-unit homes, and prices have risen 
accordingly. Many homebuyers are being “priced out” of established neighbourhoods and are faced with 
a trade-off: condominium style living in transit-accessible neighbourhoods or owning a single-family 
home located in car-dependent neighbourhoods.

4.	 There is no evidence that Provincial land use policies, including the Greenbelt Plan and the Growth Plan 
for the Greater Golden Horseshoe, restrict housing development and contribute to rising home prices.
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Glossary of common terms
Home or single family home: A house that is usually occupied by just one household or family and consists of just 
one dwelling unit or suite. Single family home is often used synonymously with “single-detached house.” In this 
report home refers to both fully detached and semi-detached houses, which are common in the GTA.

Detached house: A fully detached, free-standing residential dwelling. Single-detached houses do not share an 
inside wall with any other house or dwelling. 

Semi-detached house: A free standing residential building with a pair of houses built side by side as units sharing 
a party wall and usually in such a way that each house’s layout is a mirror image of its twin. Semi-detached houses 
differ from detached houses in that they have a front, rear and/or any one side detached from their attached unit.

Townhouses: Units mimicking a detached home that are attached in a multi-unit complex with their own outside 
door as opposed to an interior hallway access. They can also be “stacked” as vertical units, normally each with its 
own private entrance.

Row-housing: A row of identical or mirror-image ground related houses that share side-walls.

Multi-unit dwelling: A building comprised of multiple separate housing units for residential inhabitants. Multi-
unit dwellings can be apartment buildings or condominiums. They can be low-rise or mid-rise buildings with a few 
storeys or multi-storied high-rises.

Ground-related dwellings or units: Single-detached, semi-detached, row and townhouses with at least three 
bedrooms and ground-based access.

Condominium building: Housing property where a specified part of a piece of real estate (usually of townhouses or 
multi-unit buildings) is individually owned, while common facilities are executed under legal rights associated with the 
individual ownership and controlled by the association of owners that jointly represent ownership of the whole piece.

Condo: Usually refers to the owned unit within a condominium building

Apartment building: Commonly connotes a building with multi-units for rental and owned by the building owner, 
and is not typically used for a condominium. Apartment buildings, like condos, can be low-, mid- or high-rise.

High-rise building: In the City of Toronto, a high-rise is 12 storeys and higher; however the definition of a high-rise 
building may vary by municipality.

Mid-rise building: The City of Toronto defines a mid-rise as a building between 4 and 11 storeys; however the 
definition of a mid-rise building may vary by municipality.

Low-rise building: In the City of Toronto a low-rise is under 4 storeys; however the definition of a low-rise building 
may vary by municipality.

Greater Toronto Area (GTA): The Greater Toronto Area is defined as the central city of Toronto and the four regional 
municipalities that surround it: Durham, Halton, Peel and York.

City of Toronto: An amalgamation of what used to be six distinct municipal entities — the borough of East York and 
the cities of Toronto, Etobicoke, Scarborough, York and North York.  

Greater Golden Horseshoe (GGH): An urban region centred on the City of Toronto and stretching around the 
western end of Lake Ontario. The region covers approximately 3.2 million hectares or 12,355 square miles, and 
has a population (2011) of 8.76 million people or 68% of Ontario’s population.

Greenfield land: Previously undeveloped land/land planned to be developed in rural, agriculture, natural or 
unused areas located outside of developed urban/suburban areas.
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Introduction
The RBC-Pembina Home Location Study released in 2012 found that over 80% of GTA residents would give up a 
large house and yard to live in a “location-efficient” neighbourhood that is transit-friendly, walkable and offers 
shorter commute times.3 

Location-efficient neighbourhoods can be either urban or suburban. They provide walkability to stores, 
restaurants and other amenities, convenient access to frequent rapid transit, reasonable commutes to work 
and opportunities to walk or cycle to various destinations. The trade-off is often living in a smaller house with a 
smaller lot or in a multi-unit dwelling rather than a single-family home.

In a neighbourhood or home that is not location-efficient, residents generally require a vehicle to get to most 
places, as there are no efficient options to travel to work or other destinations by any other means. If transit is 
available, it consists of infrequent buses in mixed traffic.

The RBC-Pembina Home Location Study found that 70% of residents in the GTA live where they do because of 
affordability, and that households are being driven to car-dependent locations mostly because of price rather 
than neighbourhood preference.

Examining the factors that price out homebuyers
The growing number of homebuyers who live far from where they work, in car-dependent neighbourhoods, 
results in longer commutes and contributes to traffic congestion and 
poor air quality. This hampers the region’s economic success4 and 
reduces its quality of life.

More location-efficient living would contribute positively to the 
environment and the economy, while further supporting the 
province’s land use and transit-planning objectives. But in recent 
years, home prices in these locations in the GTA5 have put these 
choices out of reach for many homebuyers.

Priced Out is a follow-up study by RBC and Pembina designed to 
explore the factors that have been contributing to rising home prices 
in the GTA.

Many factors enter the home-pricing equation, and no single factor can explain fluctuations in home prices. 
A careful review of academic and financial literature identified five key factors that are cited most often as 
affecting home prices in the GTA:

a.	 Demographics
b.	 The cost and accessibility of mortgages
c.	 Construction and development costs
d.	 Land availability and regulations
e.	 Home location and housing stock

Priced Out examines each of these factors to understand their relative impact on home prices over time, 
comparing each factor geographically within the GTA with the same factors in other cities and against the 
broader national average. In particular, we seek to identify which factors may be pricing out homebuyers 
from location-efficient neighbourhoods.

Location-efficient 
development
  �Close to workplaces, amenities 

and urban hubs
  �Access to rapid transit
  �Shorter commute times
  �Option to walk, cycle or take 

transit to destinations
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The first chapter of the report provides an overview of how prices have changed over time in Canada as a 
whole and within the GTA. In the chapters that follow, we examine key factors that influence supply and 
demand, as well as the corresponding price changes, to gauge what is having greatest influence on rising 
home prices in the GTA. We are interested in how these factors interact, how development patterns impact 
home prices and also how home prices drive development.

City of Toronto versus the GTA

Throughout this report, there will be references to the City of Toronto and the GTA. The map below provides 
the geographic boundaries for both. 

Figure 1. Map of the Greater Toronto Area, including the Regions of Halton, Peel, York and Durham and the City 
of Toronto6

The rising price of homes in the GTA
Housing prices in Canada have risen steadily over the last 30 years, with a dramatic rise in the last 10 
years. The national trend is upward, but the largest price spikes are seen for individual cities rather than in 
the national average. This suggests that factors specific to each city or region cause discrete fluctuations. 
For example, following the relaxation of mortgage insurance rules in 2006, both Vancouver and Calgary 
experienced a sharp upward spike, followed by a downward spike after the recession. Meanwhile, prices in 
Toronto climbed more steadily and gradually. The price trends for each city are shown in Figure 2. 
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Figure 2: Average housing prices in Canada and in select cities
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada7 

In Calgary, other factors such as the energy boom were at play, and Calgary’s price surge took place from 
2006 to 2007. Prices in that market are just beginning to pick up following a slump between 2008 and 2011. 
In Vancouver, the confluence of a strong economy, a surge in offshore investment8 and the desirability of the 
city itself 9 created a positive “hot market” that has inflated prices.

Despite the recent recession, housing prices in Canada continued to rise in all major cities. While the MLS 
housing price index, which measures price trends and price inflation/deflation in residential housing, rose 
faster in Toronto than in Calgary or Vancouver after 2008, prices in Toronto did not rise as much during the 
previous six years.

Figure 3 looks more closely at price trends within the GTA since 1996. York Region, Halton Region and the 
City of Toronto are the most expensive regions, all with steadily rising prices. The City of Toronto experienced 
the most noticeable decline in 2008, after which prices rose steadily.
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Figure 3. Average housing prices in GTA regions
Calculated using data from the Toronto Real Estate Board and Statistics Canada10

Figure 4 shows prices in 2012 for key municipalities in the GTA and for municipal districts within the City 
of Toronto. The highest-priced region for many years was central Toronto. It is made up of well-established 
neighbourhoods, served by higher-order transit.11 However, housing prices in central Toronto dipped 
following the recession in 2008, and two nearby municipalities became the highest-priced: Oakville, 
a higher-income municipality connected to Toronto by highway and GO train, and Richmond Hill, an 
established suburb close to Toronto and connected by commuter train.

Figure 4. Average housing prices in GTA municipalities in 2012
Calculated using data from the Toronto Real Estate Board and Statistics Canada12
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Factor 1: Real income and demographics

Demographic shifts and increases in income are well-recognized demand-side factors that influence 
long-term price trends in Canada and the GTA, but are not as strongly linked to medium-term and recent 
price fluctuations.13

Key findings

•	 Average real income in the GTA rose over the past three decades by 18% (in 2012 dollars), which 
tends to increase demand, but real home prices increased by 80% during the same time period.

•	 The price-to-income ratios in Canada and the GTA have increased most significantly over the past 
five years, suggesting that other medium- and short-term factors such as mortgage financing and 
population growth are impacting supply and demand — and subsequently home prices.

•	 The composition of families and households in Toronto is shifting toward smaller households, 
families with fewer children and more people living alone. This is leading to demand for smaller 
houses and multi-unit dwellings.

Population 
The GTA is one of the fastest-growing regions in North America. In 2011, the population of the GTA was 
5,583,064, representing a percentage change of 9.2% from 2006. This compares to the national growth of 
5.9% and to the average growth among all census metropolitan areas of 7.4%.14 Over the next 25 years, the 
population of the GTA is projected to increase by more than 44%.15 In the City of Toronto, projected demand 
for rental homes is expected to outpace supply, due to a growing proportion of young people, seniors and 
in-migration influencing where people choose to live and work.

Real income
After-tax income in Canada increased by 18% from 1980 to 2010 (in real 2012 dollars). However, housing 
prices increased 80% over the same period of time, with most of this increase occurring after 2000. This 
trend can be seen in Figure 5. 

The ratio of the average house price to income in the GTA has increased from 4:1 to 6:1 over the last 10 
years, suggesting that the upward pressure on housing prices is not caused by income alone.16 This ratio 
is also rising in other major Canadian cities and has varied between 3:1 and 6:1 over the past 30 years. 
The exception is Vancouver, where the ratio rose to 12:1 — the greatest gap between average income and 
housing prices in any Canadian city.17
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Figure 5: Average housing prices and average after-tax family income in Canada
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada18

Figure 6 shows average after-tax income for Toronto, Calgary and Vancouver. From 1980 to 2010, income 
and housing prices have increased in all three cities, yet the relationship is not similar. Vancouver had the 
highest increase in housing prices and the lowest increase in income, whereas housing prices and income in 
Toronto and Calgary seem to be correlated, showing the same spikes and long-term trends. 

Figure 6. Average housing prices and real income in three Canadian cities
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada19
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Trends
Demographic trends in a region can also impact housing prices. As population increases, demand and 
competition for desirable housing increase, which can lead to increased prices for certain housing types 
(and reductions for those types in less demand).20 In some cases, such as Calgary and Edmonton between 
2005 and 2007, housing supply could not keep up with growing demand, and this caused a significant 
increase in home prices.21

Demographics and housing occupancy trends 

The links between housing demand, prices and demographic changes are both complex and dynamic. 
People tend to demand one type of housing over another at different ages and stages in their lives. Thus, 
shifts in the age structure of Toronto’s population influence the types of housing in demand over time.22 

The composition of families and households in the City of Toronto is shifting toward smaller households, 
families with fewer children and more people living alone. As of 2011, Toronto breaks down into 37.3% non-
family households, 59.7 % one-family households and 3.0% multiple-family households.23 From 2006 to 
2011, the number of one-person households in Toronto increased by 12.1%, while larger households of four 
to five increased by 0.5%.24 The number of single-family households decreased from 2006 to 2011, while 
the number of multiple-family households almost tripled during that time period.25

The number of families with children in the City of Toronto has declined slightly; from 2006 to 2011, the 
proportion of couples with children fell from 58.9% to 57.4%. For the rest of the GTA, a similar decline, from 
67.1% to 66.0%, took place over the same period.26

There is also a trend toward more families living in multi-unit buildings. High-rise apartments and condos 
suitable for families are being constructed at a low rate, which has implications for home prices.27

The number of family households living in high-rise buildings in the City of Toronto increased by 6.7% or 
23,905 households between 1996 and 2006.28 Family households tend to demand housing units with three 
or more bedrooms.29 Recent construction and the expected near-term supply may not be meeting this shift 
in demand: although six of every 10 new units built between 1996 and 2006 were in buildings with five or 
more storeys, only 4% of these high-rise units had three or more bedrooms.30

Projected trends in the GTA

The GTA is one of the fastest-growing regions in North America; over the next 25 years, the population of 
the GTA is projected to increase by more than 44% — to 9.2 million people — accounting for more than 50% 
of Ontario’s population.31 The GTA is expected to remain the region with the youngest age structure in the 
province, due to both immigration and positive natural increase.

The City of Toronto is forecasted to grow by over 500,000 people between 1996 and 2031. Between that time 
period, the number of households is projected to grow by 25%, and the demand for rental accommodation 
is expected to grow by almost 20%. Toronto’s official plan therefore projects demand for rental households 
to increase while the share of rental tenure from all households will decline. This is due to an increase 
in certain age groups (young and senior) and higher rates of in-migrations with preference for rental 
properties.32 



RBC-Pembina Location Matters Series� Page 12

Factor 2: The cost and accessibility of mortgages

According to many analysts, the increase in home prices in Canada — particularly in the 2000s — was 
significantly driven by lower mortgage interest rates and the increased accessibility of mortgages.29 
Mortgage rates and lending rules have a clear influence on price fluctuations in the short and medium 
terms, and both factors have varied substantially in recent years.

Key findings

•	 Mortgage rates have declined significantly in Canada, from a peak of 18.5% in 1981 to 4.25% 
(posted) in 2012, with all-time lows occurring in 2005 and again in 2011. This has allowed more 
homebuyers to enter the market, driving up demand and prices.

•	 Lending rules became less restrictive from 2001–2008, which brought more homebuyers into the 
market and drove up demand and prices further.

•	 In 2006, maximum insurable mortgage amortization terms were briefly extended to 40 years, and 
the minimum down payment eligible for federal mortgage insurance was reduced from 5% to 0%. 
Interest-only mortgages also became eligible for insurance.

•	 Mortgage insurance rules were tightened after the global financial crisis in 2008. In particular, 
the government ended interest-only loans, raised down payments to 5% and reduced maximum 
amortization periods to 25 years.

•	 When the government began tightening rules after the global financial crisis, lenders responded 
with other initiatives to boost home sales.

•	 Sales of high-rise units and detached homes in the GTA were down in the first five months of 2013, 
reflecting lower demand, due in part to the tightened mortgage rules.

•	 Although the influence of mortgage accessibility on home prices is significant, it is by no means 
unique to the GTA.

Credit accessibility 
Low mortgage interest rates and relaxed mortgage insurance rules allow for more homebuyers to enter the 
market. This drives up demand, and if supply does not rise to the same degree, home prices increase. A 
2010 study demonstrated that more accessible credit drives up home prices also by providing an incentive 
for individuals and families to transition from renting to owning to take advantage of the more affordable 
and flexible borrowing terms.33 

Mortgage rates
Lower mortgage rates increase buying power because homebuyers can borrow a larger amount of money 
while making the same monthly payment. This puts upward pressure on home prices. Figure 7 illustrates 
the strong inverse relationship between interest rates and home prices.34 The five-year posted mortgage rate 
reached a peak of 18.5% in 1981. It quickly dropped to 13.2% two years later, and to 11.2% in 1986. As 
posted mortgage rates declined to 4.25% in 2012, average national home prices rose in tandem, reaching 
an all-time high in 2012.
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Figure 7. Mortgage rates and historical real average housing prices in Canada 
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada35

Mortgage lending rules
Figure 7 also illustrates key changes to mortgage lending rules over time. The Canada Mortgage Bond (CMB) 
program was introduced in 2001 as a new funding channel for mortgage lenders. It ushered in a period of 
rapid growth in mortgage lending at the retail level. This played a role in putting upward pressure on real 
estate prices during the 2000s by substantially increasing access to mortgage credit. Increased credit means 
increased demand for housing, which often puts upward pressure on prices.

In 2006, mortgage insurance rules in Canada were relaxed further. For example, the allowable amortization 
term for mortgage insurance was extended to 40 years, and the minimum down payment eligible for 
federal mortgage insurance was reduced from 5% to 0%.37 Interest-only mortgages also became eligible for 
insurance, and the additional fees associated with high loan-to-value ratio mortgages were eliminated.

The federal government also allowed new private companies to enter Canada’s mortgage insurance market 
starting in 2006. To gain market share, these private insurers offered subprime38 mortgages to potential 
homebuyers. To remain competitive, the CMHC, which insures mortgages in Canada, relaxed its insurance 
terms as well.39 Mortgage credit and real estate prices increased in tandem.

Recession-induced, double-digit declines in residential property values in 2008 and 2009 were followed in late 
2009 by a strong rebound. Home prices increased by 19% in the GTA over a single year, and by 17% nationally.

In 2008, when the global financial crisis began, the Canadian federal government announced measures 
intended to restrict mortgage lending.40 In particular, interest-only mortgages would no longer be insured 
under the National Housing Act, the maximum insurable amortization term would be reduced from 40 to 35 
years and the minimum down payment would be raised to 5%.41
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Lenders responded by introducing initiatives to maintain home sales, such as options for cash-back 
mortgages and free down payments.42 In early 2011, when the federal government limited CMHC guarantees 
for some home-equity lines of credit, private mortgage insurance companies stepped in to offer insurance 
for such loans. The result has been continued home sales and continuing price increases, following the 
substantial slowing in 2010. In 2012, the amortization period for a CMHC-insured mortgage was further 
shortened to 25 years.43

The GTA housing market cooled in 2012 and 2013, especially in the high-rise sector. Slower sales of high-
rise units in the second half of 2012 reduced the number of new high-rise starts in the first quarter of 2013, 
and the average price of a condominium in the first quarter of 2013 was 0.7% lower than one year before.44 
Sales of new, detached houses dropped slightly from previous years due to high prices. However, the 
average price of a detached house increased by 7% from 2012 to 2013, led by the sale of high-end houses.45 

Accessibility of mortgages in Canadian cities
Low interest rates and relaxed mortgage-lending rules result in higher demand and housing prices. This 
is particularly the case in less-affordable real estate markets with inelastic or fixed supply, such as single-
family homes in the City of Toronto.46 However, it is clear from looking at housing prices nationally and in 
other major cities (see Figure 8) that while mortgage accessibility significantly influences home prices, this 
effect is not unique to Toronto.

Figure 8. Mortgage rate and average housing prices in select Canadian cities
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada47

The negative correlation of interest rates with housing prices means that, for many homebuyers in the 
GTA, the actual costs of homeownership have not changed significantly. Despite housing being far more 
expensive today than in 1990, monthly carrying costs of an average GTA home are similar today to costs in 
1990 (in real $).48
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Factor 3: Construction and development costs

The costs of building a home — including materials, labour and development charges — have increased 
in the GTA, but are not a primary influence on relative home prices. 

Key findings

•	 Material costs in Canada increased by an average of 11% each year from 1999–2007, and labour 
costs in the construction industry also increased.

•	 The cost of building a new house has not increased more rapidly in Toronto than in other major 
Canadian cities.

•	 Development charges in the GTA increased by anywhere from 63–236% from 1999–2010. However, 
the increase in these charges accounts for only a small fraction of the increase in home prices.

Cost of construction 
Construction costs include materials and labour, the prices of which can vary as economies expand 
or contract. The costs of the labour and materials needed to build a new home play an obvious role in 
determining prices; international research shows that construction costs account for 50–60% of the final 
price of a new home.49 As labour and material costs increase, they put upward pressure on new home prices.

A number of studies confirm that increases in real housing prices are related to increases in construction 
costs, but more significantly related to other factors such as changes in population, real income and 
interest rates.50 The price of a home also reflects its physical characteristics. The number of bedrooms 
and bathrooms, the total area of living space, the quality of the home and the size of the garage all have 
implications for the cost of construction.51

Recent trends in construction costs in Canada help explain some of the upward pressure on home prices. 
Material costs, which account for about 60% of the total cost of construction, increased by an average of 
11% annually from 1999 to 2007.52 This increase was driven by a rise in demand for materials due to a 
residential construction boom that took place in Canada and the United States before the recession.

Figure 9 shows how the price indices for housing construction and land have changed over time. Land prices 
outpaced home prices in 1989, but have shown little growth overall since then. Since 1996, however, the 
price component attributed to the homes themselves has increased at a much higher rate than land prices.
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Figure 9. New housing price index in the Toronto CMA and Oshawa 
Calculated using data from Statistics Canada53

Increases in the cost of labour have also put upward pressure on home prices in Toronto and elsewhere, 
especially in recent years. From 2006 to 2012, the labour cost index was highest in Calgary and Vancouver, 
while Toronto was below the national average (see Figure 10).

Figure 10. Construction union wage index 
Calculated using data from Statistics Canada54
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Development charges
Municipalities are permitted to levy development charges on land development and redevelopment projects 
to help pay for the increased capital costs required to service growth.55 On average, development charges in 
the GTA comprise about 7–8% of the average home price.56

Although there has been considerable debate among economists over whether development charges are 
paid by landowners, developers or homebuyers (or some combination of the three), some studies have 
found that development charges are passed on to homebuyers in full, or nearly so.57 

Development charges in the GTA increased by anywhere from 63% to 236% between 1999 and 2010 
(after correction for inflation). The greatest increase during that 11-year period was in Halton Hills, and 
the lowest was in Oshawa. Figure 11 shows the increase in development charges from 2004 to 2010 for 
key municipalities in the GTA in relation to rising housing prices for those municipalities. The actual dollar 
increase in development charges accounts for a small portion of the increase in average housing prices.

Figure 11. GTA housing prices and development charges 2004−2010  
Calculated using data from the Toronto Real Estate Board, Statistics Canada and Amborski58
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Factor 4: Land availability and regulations

The availability of land, both in terms of its physical location and the regulations governing its use, 
can influence home prices. However, in the GTA this may only be an issue for specific, established 
neighbourhoods. 

Key findings

•	 There is an adequate supply of land in the GTA for approved and future residential developments. 
Based on municipal projections, 81% of the land available for development will still be unused in 2031.

•	 Intensification policies will mean more housing units can be built per acre than previously. It is 
possible to build 250,000 more high-density housing units in the GTA by 2031.

•	 Land availability is not an issue for the region, but it is relevant for established neighbourhoods that 
are favoured by homebuyers. These neighbourhoods, which tend to be near the urban centre, are 
experiencing high levels of demand combined with a lack of available land and therefore higher prices.

Land use policies in the GTA 
The location and availability of land in the medium and long terms will influence the price of land, and 
therefore home prices.59 There is a finite amount of land in the Greater Golden Horseshoe (GGH) that falls 
within the boundaries of Lake Ontario to the south and the Greenbelt to the north, east and west. 

Figure 12. Ontario’s Greenbelt  
Source: The Friends of the Greenbelt Foundation60

The Greenbelt Plan governs what development can take place in the Greenbelt area.61 Other land use policies 
— namely the Provincial Policy Statement set out under the Planning Act and the Growth Plan for the Greater 
Golden Horseshoe established under the Places to Grow Act62 — direct municipalities in the GTA to estimate 
the amount of land needed to meet population growth forecasts and target densities of development  
(see Table 1)

!
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Land supply in the GGH and the GTA
The GGH has a substantial amount of land designated for development (called “greenfields”). Table 1 
contains an overview of land required and designated for future growth in the GTA, based on data submitted 
by municipalities. The “required” values are based on requests from municipalities for additional residential 
and employment lands to meet the 2031 population growth forecasts.63 These lands total just under  
10,000 hectares (ha).

Meeting these requests requires designation of only 18.4% of the “whitebelt” — the rural and agricultural 
lands between the settlement areas adjacent to Lake Ontario and the Greenbelt — located in the GTA 
municipalities. Roughly 52,000 ha of land are still available to accommodate growth beyond 2031 without 
any incursion into the protected Greenbelt.

Table 1. Land needed to meet 2031 population projections for the GTA

  Municipality
Required new land (ha) Land available in whitebelt (ha)

Residential Employment Total Total Available % required

Halton 1,680 1,100 2,780 14,300 19%

Peel 0 1,539 1,539 13,926 11%

York 1,507 865 2,372 10,400 23%

Durham 1,982 886 2,868 13,332 22%

Toronto Data is not available Data is not available

Total 5,169 4,390 9,559 51,958 18.40%

Source: Adapted from Tomalty and Komorowski64 

In addition to the undeveloped land shown in Table 1 there are also significant opportunities for infill 
development in the already built-up areas to meet the increased demand for housing and employment lands 
in the future. For example, Toronto will accommodate the expected population growth of 320,000 from 2011 
to 2031 on just over 60,000 ha of land.65

Land availability for low-rise versus multi-story development
Outside of Toronto, most growth can be accommodated with ground-related units — that is, single-detached, 
semi-detached, row and townhouses with at least three bedrooms and ground-based access. This suggests 
that land supply is not a constraint. 

The Ministry of Municipal Affairs and Housing has concluded that municipalities in the GGH are able to 
accommodate over 800,000 ground-related units and 318,000 multi-storey apartment units up to 2031.66 
Based on these projections, ground-related units will accommodate about 78% of the forecasted new 
population in the GGH. 
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Figure 13. Percentage of projected population growth to 2031 accommodated in ground-related units  
Calculated using data from the Ontario Ministry of Infrastructure67

The Growth Plan mandates that 40% of new development occur within existing urban boundaries, and 
gives municipalities a density target for new development. This reduces the amount of land needed to 
accommodate projected growth in the region. Compared with the lower-density development of past 
decades, meeting the Growth Plan targets means that by 2031 the GTA could accommodate an additional 
250,000 high-rise apartment units using the same amount of land.68

Although the size of detached houses continues to increase in some suburban locations, the long-term trend 
in the GTA is to build new housing on smaller lots as a response to higher prices and limited space. This 
trend has resulted in much higher density for residential areas: one acre of suburban development that was 
once used to hold three or four units now holds as many as 11.69

Land constraints in specific parts of the GTA 
Land in highly sought-after locations in the City of Toronto is becoming scarcer, as is the case in most major 
cities. With greenfield land exhausted, infill developments have been happening for more than a decade, 
and space is at a premium. This has resulted in a short supply of highly sought-after housing, increasing 
prices. Urban centres such as Markham and Mississauga have also intensified and become centres of 
growth, with land values increasing in these municipalities.

As this analysis shows, there is enough land available for development under current policies. However, the 
policies and targets under the Growth Plan may have created the expectation of long-run shortages. This in 
turn leads to speculation and land hoarding.70 “In some cases, municipal compliance with the Growth Plan is 
causing land owners to offer fewer lots for sale as they would prefer to sell at a higher future price.”71
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Comparisons to other cities with land protection policies

Figure 14 shows the change in housing prices for select large Canadian cities. The cities shown have a range 
of growth management policies. The Ottawa Greenbelt was introduced in the 1950s, and the Agricultural 
Land Reserve introduced in 1973 affects Vancouver. Ontario’s GGH Growth Plan and Greenbelt Plan were 
introduced in 2006 and 2005 respectively, while Calgary has no comparable plan in place. Although housing 
prices in major Canadian cities have not moved uniformly, there has been strong long-term growth in all of 
these markets.

Figure 14. Housing prices in select cities with (solid lines) and without (dotted lines) urban growth boundaries  
Calculated using data from the UBC Centre for Urban Economics and Real Estate and Statistics Canada72
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Factor 5: Location and housing stock supply  
and demand

While land availability can influence home prices, particularly in urban built-up areas, the supply of 
different types of housing stock can affect prices as well. Ultimately, these two factors are interrelated. In 
the GTA, the supply of housing stock in specific locations has a strong influence on demand and prices. 

Key findings

•	 Toronto homebuyers have a strong preference for housing in established neighbourhoods that are 
close to urban centres, amenities and transit lines. This is pushing demand and prices upward in these 
locations.

•	 In these same locations, development is building in and up rather than out due to land constraints. 
Buyers who prefer to live in urban centres are driving up demand for multi-unit dwellings. 

•	 There is a limited supply of affordable single-family houses in preferred locations, specifically in 
Toronto. Elsewhere in the GTA, single-family houses are still in ample supply, but often located in car 
dependent neighbourhoods.

•	 Both young homebuyers and seniors are driving the demand for condominiums in accessible and 
location-efficient neighbourhoods.

•	 Although total housing stock (existing and new) in the GTA consists primarily of single-family houses, 
since 2009 more multi-family units have been built than single-family houses.

Location preference and housing stock 
In the GGH, and especially in the GTA, housing submarkets can experience more acute supply and demand 
tensions for particular locations and housing types. These relationships dramatically influence price 
fluctuations. For example, attached and semi-detached houses located close to employment and amenities 
such as shopping, schools, parks or higher-order transit command much higher prices than homes with less 
access to amenities.73,74 These preferences drive up home prices in these submarkets, which can raise the 
average price for the entire region.

Toronto remains a strong market in the GTA. The availability of detached and semi-detached single-family 
homes in Toronto is limited, while the preference to live in Toronto and own a single-family home remains 
strong.75 This is especially true “in established neighbourhoods close to downtown jobs and transit lines.”76 

Of the 10 most expensive neighbourhoods in the GTA, eight are Toronto neighbourhoods dominated by 
detached and semi-detached single-family homes. These neighbourhoods are expensive, not just because 
of nearby amenities, but also due to their exclusivity. Prices have also climbed sharply in suburban centres 
such as Oakville, King City and Richmond Hill, as shown in Figure 15. 

The least expensive neighbourhoods (Figure 16) are either further from Toronto — in the cases of Oshawa, 
Whitby and Ajax — or inner suburbs of Toronto with weaker connections to transit — such as Scarborough, 
Rexdale and North York77 — which may contribute to and be a consequence of socioeconomic and 
demographic factors.78
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Figure 15. Municipalities or municipal centres with the highest average housing prices (2012 dollars)
Calculated using data from the Toronto Real Estate Board and Statistics Canada79

Figure 16. Municipalities or municipal centres with the lowest average housing prices (2012 dollars)
Calculated using data from the Toronto Real Estate Board and Statistics Canada80

0 

500,000 

1,000,000 

1,500,000 

2,000,000 

1996 1998 2000 2002 2004 2006 2008 2010 2012 

Av
er

ag
e 

ho
us

e 
pr

ic
e 

Toronto - Bridleath  

Toronto - Rosedale 

Toronto - Glen Park 
Toronto - Annex 
Toronto - Forest HIll 
King 

Oakville 
Toronto - The Beach 

 

Richmond Hill 
Toronto - Mount Pleasant 

100,000 

150,000 

200,000 

250,000 

300,000 

350,000 

400,000 

1996 1998 2000 2002 2004 2006 2008 2010 2012 

Av
er

ag
e 

ho
us

e 
pr

ic
e 

Whitby 

Ajax 
Toronto - Agincourt 

Toronto - Downsview-York U 

Toronto - Bendale-Woburn  

Toronto - Wexford 

Toronto - Rexdale 

Oshawa 



RBC-Pembina Location Matters Series� Page 24

Single-family homes 

Figure 17. Housing prices in the City of Toronto and the GTA by house type
Calculated using data from the Toronto Real Estate Board and Statistics Canada81

Figure 17 shows the relatively high price of detached houses in Toronto, particularly in central and west 
Toronto. These are desirable locations, close to amenities and connected by higher-order transit. In April 
of 2013, the average price of a detached house in the City of Toronto was over $800,000, while in the 905 
area code region outside of Toronto, the price was just under $600,000.82 In 2004, a single-family home 
in Toronto cost $117,000 more than one in the GTA. The gap in price between Toronto and its suburbs has 
almost doubled in the last 10 years.

Increasing prices in one submarket, such as Toronto, can influence the average price of single-family housing 
stock for the whole region. In the case of suburban homes, the stock is greater and the price is lower for 
homes further from the urban or suburban core. Figure 18 shows that single-family homes in the GTA are 
most expensive in municipalities that are either closer to Toronto or are themselves well-established urban 
centres. Single-family detached houses are more expensive in Richmond Hill, Markham, Vaughan and King 
relative to the rest of York Region. The same is true for Mississauga in Peel Region, Oakville in Halton Region, 
as well as Uxbridge and Pickering in Durham Region.
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Figure 18. Average price of detached house in the GTA, June 2012
Calculated using data from the Toronto Real Estate Board and Statistics Canada83

The average size of houses in some regions is also increasing, suggesting that housing stock is not impacted 
by land constraints in the regions. York and Halton experienced the largest average price increase for a new 
detached house between 2007 and 2011, and the average dwelling size also increased from approximately 
2,700 to 3,100 square feet. In Durham and Halton, where the average detached house size has remained 
relatively stable, price increases have been more moderate.84

Multi-unit housing stock
With the lack of greenfield land available for development in Toronto, single-family homes in established 
neighbourhoods are at a premium. Most buyers are priced out of the market for single-family homes in 
Toronto. This leaves them with the choice of either a detached house in a more distant, car-dependent 
location or a lower-priced, multi-unit townhouse or condominium in a location-efficient neighbourhood.
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Existing housing stock
Dwellings with five or more storeys accounted for 41% of existing housing stock in Toronto in 2011, and 
single-family detached houses made up about a quarter. This housing mix is inverted in the surrounding 
regions, with detached homes comprising 46–67% of the housing supply — indicating that the shortage 
of affordable single-family homes is contained to Toronto and possibly the city centres of preferred 
municipalities.

Figure 19. Breakdown of dwelling types in the GTA (2011)
Calculated using data from Statistics Canada85
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New housing stock
The housing mix may be changing. Figure 20 below shows that since 2009, more multi-family units have 
been built than any other type of dwelling in the Greater Toronto and Hamilton Area. 

Figure 20. Housing completions in the Greater Toronto and Hamilton Area

Calculated using data from Statistics Canada86

Changing demographics and preferences
The demand for compact, transit-accessible development is likely being supported by the growing trend, 
particularly among a younger demographic, to live in location-efficient neighbourhoods.87 The cost of 
transportation,88 as well as the opportunity for first-time homebuyers to be exempted from the Toronto land 
transfer tax, makes a condominium in an established neighbourhood even more affordable.

There is also a growing preference among the aging population for housing that meets their location and 
accessibility needs, while they also cash in on their home equity. The CMHC has projected continued growth 
in the condominium market due in part to seniors, whose rate of condominium ownership exceeds that of 
any other age group — and continues to rise.89 
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Discussion
This report examines a range of factors that affect home prices in the GTA, including population and 
demographics, income, input costs, land prices, availability, housing stock and location. A summary of how 
these factors have influenced home prices in the GTA is as follows:

Population and demographics
The GTA is one of the fastest-growing regions in North America; over the next 25 years, the population of 
the GTA is projected to increase by more than 44%.90 In the City of Toronto, projected demand for rental 
homes is expected to outpace supply, due to a growing proportion of young people, seniors and in-migration 
influencing where people choose to live and work.

Income
The price-to-income ratio has increased in the GTA in recent years, suggesting that other medium- and 
short-term factors such as mortgage financing are impacting supply and demand and related home prices. 
In the GTA, the ratio between income and home prices has been rising most strongly in the last decade, even 
following the recession. However, this is most pronounced in established neighbourhoods and for preferred 
housing types, catalyzing homebuyers to either move to distant car-dependent suburbs, far from urban 
centres, or opt for more compact multi-unit housing.

Mortgage rules and interest rates
In more recent years, the factors that have most strongly influenced short- and medium-term supply and 
demand and resulting prices are mortgage rules and interest rates, liquidity and the projection of future 
home prices91 — a confluence of factors that can explain the rush of Canadian buyers wanting to get in on the 
market while prices are still rising.

The easing of mortgage insurance rules, low interest rates, a solid job market and the desire for homes in 
specific locations have propelled prices higher in the past decade. The relaxation of mortgage insurance 
rules between 2006 and 2008 was a key factor driving the rapid increases in price during that period, with 
the onset of those changes being followed by an immediate rise in home sales and prices. Low interest rates 
have allowed homebuyers to access more credit, further fuelling the rise in prices.

In the GTA, prices did not spike in the post-recession market to the same degree as they did in cities such 
as Vancouver and Calgary, and the post-recession dip was recovered from quickly. In more recent years, 
demand and resulting prices have continued to be driven by all-time low interest rates, positive liquidity and 
the projection of high future home prices.

Input costs
The costs of building a home — including materials, labour and development charges — have increased in 
the GTA but have not significantly impacted overall home costs. The cost of building a new home has not 
increased substantially in Toronto compared to other major Canadian cities.

Development charges in the GTA increased proportionately alongside home prices over the past decade, 
remaining a small portion of the overall costs.
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Land availability
Land budget projections demonstrate enough available land to accommodate projected population 
growth and demand for single-family homes for decades in the Greater Toronto Area. Based on municipal 
projections, 81% of the land available for development will still be unused in 2031. Therefore, Provincial 
land use policies, including the Greenbelt Plan and the Growth Plan for the Greater Golden Horseshoe, do 
not restrict growth.

Not only is there enough land available to accommodate projected population growth, outside of the City of 
Toronto, the majority of this growth can still be accommodated by ground-related buildings, such as single-
family homes, which further suggests that land supply is not a constraint.

While there is an adequate supply of land in the GTA, this land is predominantly located far from the City of 
Toronto and other established centres of employment. It will not satisfy growing demand to live in single-
family homes in established neighbourhoods in the City of Toronto or other urban and suburban centres, 
where there is limited greenfield land available. 

Location and housing stock supply and demand
The regional factor with the greatest influence on GTA home prices is the limited supply of housing stock 
in established and location-efficient neighbourhoods in the City of Toronto and in other urban/suburban 
locations in the GTA. Demand for single-family and other ground-related homes in the City of Toronto and the 
municipalities that border Toronto has outstripped supply, driving up prices for these homes.

Most of the development to accommodate new growth in these established neighbourhoods will need to 
occur in the form of multi-unit homes. Demand has shifted to comparatively more affordable multi-unit 
homes in these locations, and prices have risen accordingly. The majority of the condominium boom in 
Toronto is located in desirable central neighbourhoods that are walkable and well served by transit.

The demand for compact, transit-accessible development is likely being supported by the growing 
trend, particularly among both a younger and growing senior demographic, to live in location-efficient 
neighbourhoods.92 The CMHC has projected continued growth in the condominium market due in part to 
seniors, whose rate of condominium ownership exceeds that of any other age group — and continues to rise.93
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Conclusions
Factors that have impacted home prices in Canada over the past decade include a strong economy, low 
interest rates and favourable mortgage insurance rules. These factors have increased the demand for homes 
and driven up prices across Canada, including in the GTA. 

Prices in the GTA have risen steadily and consistently, paralleling the national trend, but without the sharp 
spikes witnessed in cities such as Calgary and Vancouver. Regionally, the greatest influence on GTA home 
prices is the limited supply of housing stock, such as single-family homes, in established location-efficient 
neighbourhoods in the City of Toronto and in other urban/suburban locations in the GTA. Demand for single-
family homes in the City of Toronto and the municipalities that border Toronto has outstripped supply, 
driving up prices for these homes.

Due to the relative scarcity of affordable and location-efficient single-family houses, demand has 
shifted to more affordable multi-unit homes for homebuyers and renters wanting to live in established 
neighbourhoods.  

Key insights are as follows:

1.	 There is no shortage of land throughout the GTA to build single-family homes for decades to come, 
but this land is predominantly located far from the City of Toronto and other established centres of 
employment in the GTA.

2.	 There is limited supply of land to build single-family homes in established, location-efficient 
neighbourhoods where people want to live; therefore home prices have increased and will continue to 
rise in these locations.

3.	 Due to scarcity of affordable housing stock in established location-efficient neighbourhoods, many 
homebuyers are being “priced out” of established neighbourhoods and are faced with a trade-off: 
condominium style living in transit-accessible neighbourhoods or owning a single-family home located 
in car dependent neighbourhoods.

4.	 There is no evidence that Provincial land use policies, including the Greenbelt Plan and the Growth Plan 
for the Greater Golden Horseshoe, restrict housing development and contribute to rising home prices.

This study is part of a series that examines factors that are redefining how we live in the suburbs and 
the city. A previous study in the series, the RBC-Pembina Home Location Study, found over 80% of GTA 
residents would give up a large home and yard to live in a “location-efficient” neighbourhood either in the 
city or the suburbs. 

“Location-efficient” neighbourhoods exist in established urban and suburban hubs that provide walkability 
to stores, restaurants and other amenities, convenient access to frequent rapid transit, reasonable 
commutes to work and opportunities to walk or cycle to various destinations. 
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