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Currently, Mark Cohen is a principal at 
The Condo Store, but he gained experi-
ence working for names like Bramalea 
Limited, Menkes Developments, Concord 
Adex Developments, and Tribute Com-
munities. 

As a VP of Concord Adex during the 
early days of City Place, Cohen was there 
in 1998 at the beginning of a paradigm 
shift that is still in motion—buyers are 
priced out of ground-based homes and 
as a result condos are picking up the slack.

“I think we’re entering the 16th year in 
a 7-year cycle,” jokes Cohen, something 
Central 1 Credit Union economist Helmut 
Pastrick recently a�  rmed in his Decem-
ber forecast for 2014 and beyond.

“Housing in Toronto is expensive but 
not overvalued, especially from a long-
term perspective,” Pastrick said. “Today’s 
record high prices will seem inexpensive 
in 25 years. Housing a� ordability will 
worsen with the price-to-income ratio 
rising in coming years.”

We hear a lot about the e� ect of high 
prices on end-users, but will investors 

who buy houses and rent them out turn 
to condos as an a� ordable alternative?

According to RealNet, the spread 
between house price and condo price 
will continue to increase. The cost of 
borrowing may rise slightly, but will also 
remain fairly stable. The vacancy rate for 
rental will remain quite low, making an 
investment condo in a good area easy 
to rent out. If the down payment is large 
enough, rental income should cover the 
mortgage payments, with potential for a 
little extra each month.

Besides dollars and cents, condos 

are easier to maintain. “Not much goes 
wrong,” said Cohen. 

New units are structurally warrantied 
for seven years under Tarion, and the 
� nishes are warrantied for a year at least. 
The appliances are all new, as are the 
systems. Small issues go straight to the 
concierge, not to you.

“When there is a maintenance issue 
with a house it’s usually a big one. … 
Condos are really turnkey,” Cohen said.

People are paying attention, and 
condo sales for Q4 of 2013 saw a 
marked increase. “It’s not just the savvy 

investors—it’s people from all over,” 
Cohen said.

The biggest bene� ts accrue when you 
buy early in the pre-construction stage. 
Cohen o� ers us an example of a project 
for which he is currently handling the 
assignment sales. 

Allegra, a project in Woodbridge by 
Nova Trimax, was launched in 2011. Units 
that sold pre-construction for $225,000 
are now being assigned at $275,000. If a 
down payment of $33,000 is put on the 
unit, the unit appreciates by $50,000. 
That certainly is an excellent return.
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Industry responded creatively 
to mortgage restrictions

New GTA mid-rise projects affordable, efficient use of land

RealNet president: 
GTA market 
conditions 
the inevitable result 
of legislation
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Debbie Cosic is the president of In2i-
tion Realty, an international real estate 
sales and marketing company that 
handles land acquisition, product 
design, sales, and property manage-
ment for new homes and condos. 

Cosic witnessed the e� ects of the 
2012 mortgage restrictions on pre-
construction sales, and is glad to see 
that alternatives have sprung up over 
the past year and a half.

“We’ve been forced to be innovative, 
to � nd and implement original ways 
of � nancing purchases,” she said. “For 
us, the mortgage restrictions not only 
took many investors out of the mar-
ket, it also a� ected � rst-time buyers 
negatively.” 

The tightening of the lending 
guidelines presented particular dif-
� culty during the sales process for 
pre-construction condos. 

“At occupancy, we found that buy-
ers who had initially been quali� ed 
and had a mortgage commitment 
in place were met with a demand 
for higher deposits by the banks. 
This created hardships for some of 
our buyers who had to scramble to 
obtain further funds,” Cosic said. 

Slowing Canadian investor activity 
caused In2ition to open an o�  ce in 
Hong Kong courting Asian buyers 
interested in the GTA condo mar-
ket. Canada is considered a primary 
investor market for international 
buyers. 

Mortgage brokerages like Inspired 
Mortgage Management Solutions 
(IMMS) recognized a need in the 
industry to provide purchasers 
with additional � nancial support. 
Not only does IMMS help buyers 
access alternate funding sources 
like credit unions, monoline lend-
ers, and private mortgage invest-
ments, their specialized brokerage 
assists developers by monitoring 
long-term purchaser eligibility. This 
o� ering is especially useful for pre-
construction condo projects that 
don’t close for two to three years 
after sales start. 

After the changes of summer 2012, 
Cosic saw some banks limiting the 
number of � rst-time homebuyers 
eligible for the CMHC-insured 5 per-
cent deposit program per condo 
development.

“The federal government has cre-
ated their own quagmire,” said Cosic. 
She notes that these restrictions 
have forced some potential condo 
buyers into the low-rise market 

further outside the GTA, where 
deposits are usually 10 percent 
of the purchase price versus the 
20-25 percent needed in the condo 
market. 

”Many of our low-rise projects far-
ther out of the city are selling very 
well. Wherever we have opened, the 
sales have been rapid due to the 
demand and the � nancial advan-
tages,” Cosic said.

It seems that the province’s inten-
tion is to curb sprawl, reduce com-
muting, and save our tax dollars 
by making good use of existing 
infrastructure by encouraging inten-
si� cation. However, the federal gov-
ernment’s mortgage rules are only 
making it easier to buy further out 
of the urban core. 

“Many of our consumers want to 
live in the core of the city, but they 
can’t a� ord it,” said Cosic.

“Why can’t a young couple, both 
earning $35-$40K with a combined 
income of $70-$80K, a� ord a home?” 
she asks. “Why can’t the govern-
ment o� er a rent-to-own program 
that is easily accessible for develop-
ers to tap into?” 

Cosic thinks countries like Singa-
pore could be a source of inspiration.

Singapore is an island with land 
supply issues that make Toronto’s 

look rather 
trivial. Around 80 
percent of Singa-
poreans live in 
Home Owner-
ship © ats (we’d call these condos). 
The government there o� ers con-
siderable grants, the highest being 
in the C$48,000 range for a couple 
with kids, in order to support a� ord-
able home ownership. 

Programs that support a� ordable 
home ownership are a hand up not 
a handout.

Non-pro� t lenders like Trillium 
Housing are o� ering homebuyers 
an interest-free second mortgage 
in order to reduce their monthly 
mortgage costs and avoid costly 
CMHC insurance. Trillium’s system 
uses “shared-appreciation”—the 
mortgage amount appreciates at 
the rate of the home and is repaid 
only when the home is sold. 

This system allows people with 
modest incomes to build equity in 
their homes. So far Trillium and pro-
grams like it receive little or no fund-
ing from any level of government.
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Spectrum Realty Services, the 
GTA’s largest real estate 

� rm, currently handles 
around 30 low-rise 

projects around 
the GTA and is 
also a successful 
re-sale business. 
Co-founder 

Joseph Bozzo 
is con� dent that 

as opportunities 
for detached homes 

disappear in the GTA, 
mid-rise housing is the wave 

of the future. 
“On the low-rise side, inventory is 

extremely rare,” explained Bozzo. 

“People are lining up to purchase 
homes,” because inventory is at 
an all-time low. 

Last month, Spectrum handled 
sales for a release of 80 units in 
Markham’s Upper Unionville 
community at Kennedy and 16th 
Avenue. They sold in a day. With 
current levels of demand, the price 
of land is a major concern. 

“Land prices are pushed to the 
levels that are di�  cult for the indus-
try to absorb,” Bozzo said.

Within the GTA there will soon 
be nothing but in� ll projects. Bozzo 
sees us moving further out, with 
Spectrum selling projects in Brad-
ford, Barry, Newcastle, and Innis� l, 
beyond the greenbelt. 

For those looking to buy, Bozzo 
has this advice: “The sooner you 
get into the marketplace the bet-

ter. … It’s becoming a marketplace 
with fewer opportunities.” A lack 
of supply and increasing demand 
mean the longer you wait, the 
more expensive it will be. 

So what’s next? “A lot of our 
development will be either stacked 
(townhomes), or 7- and 8-storey 
mid-rise housing. We’re going to 
see big changes,” said Bozzo.

One of the larger projects Spec-
trum is selling is Markham’s Cornell 
area at Hwy 7 and 9th Line. Grand 
Cornell Brownstones is soon to 
launch, and in keeping with the 
new market reality, is a stacked 
townhome project. 

Units in Grand Cornell start in 
the $350,000 range. The four-storey 
townhomes each contain four units, 
two on a single level and one split 
level. They are spacious, in the 

1,000 sq. ft. range. A 1,000 sq. ft. 
two-bedroom condo in Markham 
would sell for much more. 

“This is the future of our industry 
in terms of a� ordability,” Bozzo said.

Aside from being attractive to 
end users, investors will also � nd 
value in stacked townhomes. “It 
provides investors with immedi-
ate cash © ow returns,” said Bozzo, 
because larger units will rent for 
what a condo would, but with a 
20 percent down payment, the rent 
can cover the mortgage payment.

That said, many know that in 
the long term, high-rise will take 
an increasingly larger share of the 
market. Spectrum Realty recently 
launched a new high-rise division 
called Spectrum Sky to be headed 
by former In2ition founder Mira 
Tomljenovic.
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RealNet 
tracks 
commer-
cial and 
residential 
real estate 
transactions in 
key markets across 
Canada. We caught up with 
RealNet president George Car-
ras, who provided us with the 
lay of the land for 2014. 

The big picture: Places to Grow 
“There is a structural shift that has taken place in 
housing form over the last decade,” Carras said. 

The driving force behind that shift is policy. Pro-
vincial legislation, called Places to Grow, essentially 
drew a line around the GTA and made large areas 
of farmland and forest beyond that line o�  limits 
for development. 

In e� ect since 2006, the legislation’s intent 
was twofold: to protect and preserve our unique 
environmental assets like the Oak Ridges Moraine 
and farmland that feeds our city, and to halt costly 
urban sprawl. 

What the province wants is intensi� cation, with 
denser forms of housing, like high-rise, located 
around transit nodes.

“The markets today are responding to the policy 
framework,” said Carras. 

The biggest trend in the coming years, Carras 
tells us, will be the shift from ground-based hous-
ing to high-rise as the predominant housing form 
we construct in the GTA.

This has, in fact, already happened.
RealNet stats show that total sales in 2013 

reached 28,406, the second lowest in a decade. 
The reason sales were slow was lack of supply. 
Supply was down 22 percent for all housing forms 
compared to 2012. 

“Builders can’t sell what they don’t have,” said 
Carras. 

Of the total units sold last year, 16,201 were 
high-rise, making high-rise 57 percent of the new 
homes market. 

“You’re seeing the Toronto high-rise market really 
become the market,” Carras noted. 

Not convinced?
Lack of supply caused both high- and low-rise 
sales to decrease 11 percent from 10-year averages 
last year. Low-rise took the biggest hit, down 33 
percent. That may please politicians who feel 
mortgage restrictions have cooled a market con-
sidered too hot, but prices for centrally located 
ground-based housing have never been scarier, 
and a slowdown may fail to take into account the 
GTA’s future housing needs.

The even bigger picture: population growth
In spring of 2013, the province projected the GTA’s 
population would be Ontario’s fastest growing 
region, increasing by 2.5 million to reach over 8.9 
million people by 2036. Though this calculation 
may be oversimpli� ed, at 2.5 people per house-
hold, we would need to build 45,454 new homes 
a year to keep up with future need. 

From 2004 until now, the only year we sold 
45,000 homes was 2011—the year the panic 
around oversupply in the condo market began. 

The completions on 2011 and 2012 sales will 
show up over the next two to four years. This 
past month there were 64,903 units under con-
struction in 254 projects. Of these, 87 percent 
are already sold and will be completed over the 
next four years. 

A quick look at historical numbers shows that the 
built-yet-unsold number of condos has hovered 
around the 1,000-unit mark since 2007. At the end 
of 2013 the standing supply was only 1,291.

Price gap highs and lows
In 2013 the price between low- and high-rise was 
at its greatest ever. According to Carras, prices 
moved in lockstep typically with a gap of around 
$75,000 in previous years, but began rapidly mov-
ing apart around 2011. Last year, the gap reached 
an all-time high of $226,000, settling (however 
brie© y) at $217,000 in December.

“You’re going to see the price gap between one 
form of housing and the other continue to widen,” 
said Carras. 

But there is little hope condos will get cheaper. 
Prices are relatively stable, but units are getting 
smaller in order to keep them a� ordable.

Land prices, development charges, and lack of 
ground-based housing options will continue to 
exert upward pressure on price.
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When will government lend a hand?

Investing in new condos increasingly 
popular as home prices rise


