The Unintended Consequences of Rent Control
Canadians in virtually all housing markets continue to experience some level of uncertainty
regarding affordability due to rising housing costs and limited supply. The fact remains that the
most affordable and rent-friendly jurisdictions in Canada are in places where there are no price
controls (Alberta and Saskatchewan) 1. Creating affordable, strong, and inclusive communities
ensures all Canadians have a broad range of housing options. While rent controls are often first
cited as a means to reduce housing costs and may seem like a quick-fix, evidence suggests
otherwise.
Canadian Housing At A Glance
A monthly rental or mortgage payment is one of the biggest expenses for most Canadians.
According to The Canadian Mortgage and Housing Corporation (CMHC), an affordable home is
one that costs less than 30% of a household’s before-tax income. 2
With high housing prices, and more recently increasing interest rates, there has been a natural
shift in most major centres towards renting. According to 2021 census data, 10 million Canadian
households own their home, while five million rent. Statistics Canada revealed that the number
of households who rent their homes grew by more than 21 percent between 2011 and 2021.
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Understanding The History of Rent Control in Canada (Ontario - A Case Study)
Let’s start at the beginning.
Rent controls emerged for the first time in Canada, in
Ontario, in 1944. Their entry was ushered in by the
enactment of the National Housing Act; a direct response
to a dramatic rise in demand for housing after the Second
World War which in turn resulted in sharp increases in
market rents.
Rent controls were eliminated a half decade later based
on cumulative landlord feedback. However, in the 1970s,
tax changes began to discourage developers from
investing in new housing stock and rent controls were
reintroduced. The impact was two-fold. A slowdown in
construction reducing supply and continued demand for
rental product led to a rapid increase in market rents for
new entrants as in-place residents benefited from rent
kept artificially low. This is an all too familiar story for
renters in Toronto today.
As a result, the Ontario Government responded by
reintroducing stringent rent regulations. This disincentivized new and existing rental
contruction and resulted in developers halting operations which in turn dramatically reduced
rental housing supply. By mid 1975, most mayors were inclined to support the proposal of rent
control. The Residential Premises Rent Review Act (1975) was enacted after the demand for
rental controls became a major issue in the period leading to the provincial election.
Even though rental construction continued to be depressed, rent control was a favoured
populist policy supported by all provincial parties. The Ontario Liberal Government further
tightened rent control with the Residential Rent Regulation Act (1985) and in 1992 the New
Democratic Party passed the Rent Control Act.
In 2017, rental control only became applied to units that were first built or occupied prior to
1991. In 2018, the provincial Government of Ontario, revised the rent control regulations once
again effectivley eliminating rent control on new units supplied after November 15, 2018 with
unit supplied prior to this date under the restrictions of rent control. This move was made in an
effort to encourage investors to build more properties and increase housing supply.

Today, each province and territory has different rent control rules, including frequency limits,
increase limits, vacancy decontrol, and how much advance notice is needed ahead of a rent
increase.
Lessons Learned: Supply & Demand
A key factor driving up rents in Canada is the shortage of housing supply which brings upon
policies that make housing more expensive. Population and income growth have fueled the
demand and further exacerbated this shortage to the point that Canadians are now struggling
to find not just affordable housing options, but any options at all. According to the CMHC it will
take an additional 3.5 million affordable housing units to restore affordability by 2030.
Price limiting mechanisms such as rent controls hinder the balancing effects of traditional
supply and demand drivers. Rent controlled apartments and houses, the ‘controlled’ units, tend
to fall below the market-determined growth rate. The longer the units are rent controlled, the
further they will fall behind prevailing market rents. With capped revenue growth, the exposure
to expense inflation increases the risk to owners and developers which, as evidenced in the
1980s in Ontario, dramatically reduced the delivery of new rental housing stock and negatively
impacted affordability for new entrants.
Historical evidence clearly reflects that new supply and competition can create more options at
lower, more affordable rents. Controlled returns not only negatively impact new construction,
but also contribute to the deterioration of existing stock.
Furthermore, without the appropriate diversity of housing stock, movement through the
housing spectrum for those in need of affordable housing, is undermined. In rent regulated
markets, those who are already in rent controlled units, regardless of income, are
disproportionately advantaged compared to those seeking new rental housing. These units
remain under the prescription of rent control and fail to contribute necessary additional capital
to build new supply.
The reality is that unregulated housing markets build more. In fact, the average annual
completions as a percent of 2016 housing stock in regulated vs unregulated markets was 1.44%
vs 2.08%, respectively, and equates to 44% more housing delivered in unregulated markets.
Alberta is one of the few jurisdictions to have a balanced supply of affordable options in
housing which have been driven by non-controlled investment. According to CIVIDA in 2021,
283,800 households in Canada reported waiting for affordable housing4.One of Alberta’s
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leading multi-housing rental providers, Boardwalk, has confirmed that 90+% 5 of their Calgary
and Edmonton portfolio meets CMHC’s 30% affordability threshold.

Fact vs. Fiction: The Truth About Affordability in Unregulated Markets
Rent controls have failed to prevent rents from increasing and have failed to provide more
affordable rental housing. Based on the charts below we see the proportionality between rent
growth and income. Proponents of rent control may be quick to argue that unregulated
markets experience periods of high rent increases with big increases to nominal rents.
However, upon closer examination, the data reveals that the cumulative effects of market rents
in unregulated markets over time make them truly affordable. In addition, unregulated markets
tend to have more affordable rents relative to incomes.
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Alternatives to Rent Control
Alberta in particular has had its fair share of historical affordability challenges: namely, a cyclical
resource-based economy, strong population growth, and rising construction costs, to name but
a few. Government’s role is clear--by diversifying our economy, keeping taxes low, and
supporting open market development and enterprise, the multi-family residential market will
continue to flourish and best respond to these affordability challenges, providing the necessary
housing to build strong communities for all Canadians.
In the end, there are better ways to protect renters. A quicker resolve, without stifling new
construction, would be by way of rent supplements/subsidies given to those vetted for proven
need. Furthermore, government could assist by directing the flow of immigration to markets
that have a better balance of housing supply. When new supply is brought online, prices would
decrease and supplements would cease. This leads to another alternative, incentivizing new
housing construction by prioritizing approvals, reducing upfront permitting costs and tax
surcharges in exchange for a commitment to maintain affordable rental rates. Lastly, to create
supportive financing and funding to make building and preserving affordable housing more
attractive. A reduction in the cost of capital will help to create the much needed new supply of
affordable housing communities.
Conclusion
The economic and social factors highlight that short-term rent abatement does not result in
affordable rents nor provides long-term solutions for Canadians looking for housing. We need
to work together, with an all hands on deck approach, to create sustainable housing
opportunities for all of our communities in Canada.
Alberta has not seen rent control in over forty years yet continues to boasts a very high level of
investment in new supply, resulting in competition that has lead to the some of the most
affordable pricing in our country. Free markets remain the best providers of affordable housing.
Government policies and regulations that reduce taxes and capital costs, and provide targeted
rent supports for those who need it are all tried, tested, and proven ways to help increase
affordable housing for all Canadians.

The economic contribution of our industry is noteworthy: $70B in GDP, $26B in tax revenue,
and 450K related jobs 6. These are the direct benefits of a free market that, if interrupted
without careful consideration, can impact our economy and all those who wish to have an
affordable, safe, and well-managed, place to call home.
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