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Are REITs
Behind Higher

Rent Prices?

A look at Montréal, Toronto,
and Vancouver

Insight Summary

Concerns in Canada about the cost of rent have been
growing. While many factors contribute to rising rents, a
commonly referenced source is private investment in real
estate. But how well do we really understand the effects
of such investment on rents?

This is exactly the question asked in two studies recently
done by CMHC. The first explores the effects of real
estate investment trusts (REITs) on rents in Toronto and
Vancouver, and the second focuses on Montréal’s rental
market. We made the following findings:

* Over the last 20 years, REITs have had a growing
presence in Canadian housing markets. In Montréal, our
data shows that REITs owned at least 6% of purpose built
rental units from 2015 to 2019. Research suggests this
percentage might be higher now, around 10%
to 11%. In Toronto and Vancouver, about 10% of
purpose built rental units are owned by REITs in 2022.

* In Montréal, REIT-owned properties have an average rent
that is 25% higher than that of non-REIT properties,
while in Toronto and Vancouver, the difference is more
modest, ranging from 1.8% to 5%.

* At first, these numbers seem concerning. Digging
deeper, we find that REITs tend to purchase in clusters in
very specific neighbourhoods. Their properties tend to be
located in more expensive areas and in neighbourhoods
that have better access to amenities than the average
neighbourhood in these cities.
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Key Findings

Much of the price difference between REIT and
non-REIT properties can be explained by location,
utility costs and strategies employed by REITs:

REIT-owned properties in all three cities were
found to be geographically clustered and tended
to be in more expensive neighbourhoods.

We found that REITs employ very different
purchasing strategies than non-REITs, and that these

strategies appear to be playing a role in rent growth.
In Montréal, we find that REITs are significantly
more likely to purchase properties in census tracts
showing early signs of gentrification (Figure 1). In
Toronto and Vancouver, we find that REITs prioritize
neighbourhoods with greater access to amenities.

REIT properties are eight times more likely to have
major renovations. These upgrades were not found to
substantially raise rent prices, but they may help REITs
lower operating costs in the long run.

Canad'é' CMHC¥ SCHL


https://www.cmhc-schl.gc.ca/cmhc-enewsletters/subscribe-cmhcs-housing-updates?utm_ medium=email&utm_source=report-research-insights&utm_campaign=2023-12-Sign_Up_RI
mailto:contactcentre@cmhc.ca

* Once adjustments are made for the location and
timing of purchases by REITs, as well as operational
differences between REIT and non-REIT owners, the
differences in rents largely disappear. By comparing
rents in REIT properties with those of other properties
in their local vicinity, we show that REITs do not seem
to set rents beyond what similar landlords are charging
in those same areas.

What is a REIT?

A REIT is a company that owns, operates, or finances
income-producing real estate. They allow investors to buy
shares in residential properties without having to buy the
properties themselves. Essentially, this is a way for people
to invest passively in real estate and earn dividends from
the profits generated by the properties.

Brief Analysis
REITs ownership in three CMAs

Over the last 20 years, REITs have had a growing presence
in Canadian housing markets. In Montréal, our data shows
that REITs owned at least 6% of purpose built rental units
from 2015 to 2019. Research suggests this percentage
might be higher now, around 10% to 11%. In Toronto
and Vancouver, about 10% of purpose built rental units
are owned by REITs in 2022. While REITs are currently
a small part of the rental market, their growth makes it
important to understand their overall impact.

In Montréal, our
data shows that
approximately 91%
of the difference in
rent price between
REIT and non-
REIT owners can
be explained by
geography and
differences

in operational
characteristics

and investment
strategy.
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What’s different about where REITs purchase?

We find that REITs tend to purchase in clusters, focusing on specific neighbourhoods. In Toronto and Vancouver, we find
that REITs tend to acquire properties closer to various amenities, including workplaces, childcare, healthcare, schools,
parks, and transit. When controlling for this by focusing only on those neighbourhoods where REITs operate, we found
that differences in rent prices disappeared. Similarly, in Montréal, we controlled for these effects by comparing only units
in the same neighbourhood, which reduced the difference in rent prices between REIT and non-REIT units by 51%.

Figure 1: Map showing gentrification potential and activity of census tracts in Montréal.

Black dots are REIT properties. Note that REIT properties are strongly clustered in and around census tracts showing signs
of gentrification (dark areas), and are largely absent from areas with no signs of active gentrification (lighter areas).

What’s different about REITS’ investment strategy?

In Montréal, REITs often buy properties in neighbourhoods showing signs of increasing rent prices linked to early
gentrification (Figure 1). We find that properties in Montréal that REITs have owned for more than five years (long-term
holdings) are more likely to be in areas that have been gentrifying for longer periods of time. This hints at a strategy in
which REITs attempt to purchase properties at the early signs of gentrification and to hold them through the process.
A natural side effect of gentrification is increased growth in land value and rent price, which would benefit an early
investor in a gentrifying neighbourhood and would result in higher rents in such units over time. When controlling for
this strategy in Montréal, the difference in rent price between REIT and non-REIT units drops a further 25%. We also
show that the properties of non-REIT owners in areas undergoing similar trends of gentrification will see the same growth
in rent as REIT-owned properties.
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REITs run their properties in distinct ways

A significant difference in operational policies was observed between REIT and non-REIT units in Montréal. We found that
82% of REIT-owned units include utilities in the rent, compared to only 20% of non-REIT units. Including utilities in the
rent will result in a higher rent, and REITs’ higher likelihood of doing this will skew REIT rent prices higher. When adjusting
for these costs, an additional 13.8% of the price difference between REIT and non-REIT units is eliminated.

REIT properties in Montréal were also found to be eight times more likely to have undergone major renovations requiring
a building permit, suggesting significantly higher capital investment levels. We found that these major renovations had
minimal impacts on rent, which suggests that they are likely efficiency-related costs that would be recovered over time
through reduced operational expenses.

Do REITs impact rent prices?

REITs initially appear to have significantly higher average rents in Montréal. However, once we control for geography,
operational decisions and investment strategies in our analysis, we see that nearly 90% of this difference in average rent
price disappears and, statistically, the difference between REIT and non-REIT rents is no longer significant.

Similarly, in Toronto and Vancouver, the significance of price differences persists until we account for the effects of
characteristics of the local neighbourhood. By comparing REIT properties with those of non-REIT peers that buy in the
same neighbourhoods and adopt the same strategies, we show that owner type has no significant impact on rent price.

Figure 2: Estimated Average Rent in Montréal by Owner Type.
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How did we come to these findings?

The findings of this research are supported by two separate
reports, one focused on Montréal, and the other, on
Toronto and Vancouver. Researchers examined data from
CMHC’s Rental Market Survey, land registries and property
transactions from 2015 to 2019. For Montréal, mixed-effect
models were used to directly compare REIT vs. non-REIT
rent prices, considering property variables such as age, size,
location, recent renovations, and how utilities are paid.
To evaluate the effect of varying investment strategies,

we also created an index to track signs of gentrification in
Montréal neighbourhoods and then compared that with
where and when REITs purchase their properties (Figure 2).

For Toronto and Vancouver, a difference-in-difference
approach was used. This approach involved tracking changes
in rent prices before and after a building was bought by

a REIT. The change in rent was then compared to changes
in rents in similar, non-traded buildings during the same
period. These comparable buildings were chosen in two
separate analyses to tease out neighbourhood effects.

One set included all the buildings in the dataset, while the
other set consisted of buildings from the neighbourhoods
where REITs purchased their properties. The differences in
the statistical analyses of these two comparisons help us to
understand the effect of neighbourhood amenities on rent.

Limitations of the studies

Data limitations:

Our analyses depend heavily on transaction data. For this
reason, properties that have not been sold in a long time
may not be visible to us. Further, determining the owner
of a property is a difficult task in many cases, meaning that
our datasets are likely not complete. Unit-level details
that may affect rent prices are also not available in some
cases. For example, we hoped to explore whether REITS’
property investments also led to increased renovations
within units, as we believe this form of renovation is more
likely to result in rent increases, given the visibility of these
renovations to tenants. However, our data is insufficient
to explore this.
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Local market power:

If REITs were to own a large share of buildings in specific
neighbourhoods — a trend we observe in all three cities
— then REITs might have the potential to force rent
price increases. This is due to the way rent prices are
determined, in part, by comparing units to other similar
local units. Owning a high proportion of those local units
would mean REITs would be effectively competing with
themselves, which could lead to rent price increases. This
effect would be “invisible,” given the way we have done
our analyses, as it would equally benefit non-REIT owners.

Other investor types:

Since REITs are publicly traded on the stock market,

they are required to produce publicly available reports
on the structure of their businesses and properties they
own. This reporting makes it easier to study the behavior
and potential impacts of REITs on the rental market.
However, private firms and smaller investors — which own
a much larger overall share of the market — have no such
reporting requirements, making them far more difficult
to study. Given their relative market share is larger, it is
important that we develop a better understanding of their
effect on the rental market and any strategies they may
employ as well.

Implications for the housing sector

Both public and private entities have essential roles to play
in growing housing supply. REITs represent a significant
source of private capital. While there has been public
debate about the effects that private investment in housing
can have, we find that these impacts are not as clear-cut as
they may at first seem to be. As we have shown, REITs can
play an important role in maintaining an aging housing stock
and appear to do so without charging significantly higher
rents than other investors. However, developing a better
understanding of the potential impacts of large-scale private
investment is essential. Tracking these factors would allow
policymakers and the public to weigh the benefits of REIT
activity and ensure everyone can find a home that they
can afford.
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About CMHC Research Insights

Research insights are summaries of our research reports.

These insights:
* identify a housing research issue, gap or need
* provide an overview of the research project undertaken to address it

* present major findings of the research

The research presented in this series explore the areas of Housing Need, Housing
Finance, Housing Supply and Outcomes of the National Housing Strategy.

For Further Reading

REITs and rent dynamics: Understanding the impact on Montréal’s housing market.
https://assets.cmhc-schl.gc.ca/sf/project/archive/research_6é/reitsandrentdynamicsfinalmay-23-2025.pdf

Do REITs charge higher rents in the purpose-built rental market?:
Evidence from the Greater Toronto and Metro Vancouver Areas
https://assets.cmhc-schl.gc.ca/sf/project/archive/research_6/251365reit-gta-gva-2024-v302enrevfinaljune-11-2025.pdf
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in your inbox publications and reports

Subscribe Stay Informed

cmhc.ca/housingupdates cmhc.ca/housingmarketinformation

CMHC helps Canadians meet their housing needs

CMHC plays a critical role as a national convenor to promote stability and sustainability in Canada’s housing finance system.
Our mortgage insurance products support access to home ownership and the creation and maintenance of rental housing
supply. Our research and data help inform housing policy. By facilitating cooperation between all levels of government,
private and non-profit sectors, we contribute to advancing housing affordability, equity, and climate compatibility.

We actively support the Government of Canada in delivering on its commitment to make housing more affordable.

Reach us by phone at 1-800-668-2642 or by fax at 1-800-245-9274.

©2025 Canada Mortgage and Housing Corporation. All rights reserved. CMHC grants reasonable rights of use of this publication’s content solely for
personal, corporate or public policy research, and educational purposes. This permission consists of the right to use the content for general reference
purposes in written analyses and in the reporting of results, conclusions, and forecasts including the citation of limited amounts of supporting data
extracted from this publication. Reasonable and limited rights of use are also permitted in commercial publications subject to the above criteria, and
CMHC's right to request that such use be discontinued for any reason.

Any use of the publication’s content must include the source of the information, including statistical data, acknowledged as follows:

Source: CMHC (or “Adapted from CMHC,” if appropriate), name of product, year and date of publication issue.

Other than as outlined above, the content of the publication cannot be reproduced or transmitted to any person or, if acquired by an organization, to users
outside the organization. Placing the publication, in whole or part, on a website accessible to the public or on any website accessible to persons not
directly employed by the organization is not permitted. To use the content of this CMHC publication for any purpose other than the general reference
purposes set out above or to request permission to reproduce large portions of, or the entire content of, this CMHC publication, please send a Copyright
request to the Housing Knowledge Centre at Housing_Knowledge_Centre@cmhc.ca. Please provide the following information: Publication’s name, year
and date of issue.

Without limiting the generality of the foregoing, no portion of the content may be translated from English or French into any other language without the
prior written permission of Canada Mortgage and Housing Corporation.
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The information, analyses and opinions contained in this publication are based on various sources believed to be reliable, but their accuracy cannot be
guaranteed. The information, analyses and opinions shall not be taken as representations for which Canada Mortgage and Housing Corporation or any
of its employees shall incur responsibility.
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