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Economics

Whateconomictheoryandavailableempiricalevidencesuggest?2/7
Nooverallconclusivemacroevidenceregardingcity-wideblanketrezoning.

Relativelyfewdatapointsandproblemofconfoundingfactorsaswellasattributionissues.
Challengetoquantifyandvaluehardtoobserveeffects(e.g.‘lossofenjoyment’).
Probablyoverallsmallpositiveeffectsbutlikelyrequiretimetomanifestmaterially.
Likelytoaccelerategentrificationtothesolebenefitofhigherincomedeciles.

Citywideblanketrezoningresultinginrelaxationofzoningrulesislikely,onaverage,toslightly
increasevalueofoldhousingstock.

Blanketupzoningproposalsunlikelytobewellreceivedbylong-timeowner-residents.
Theyfeeltheirstandardoflivingandqualityoflifetobeheavilyinfluencedbytheresidencethey
own(asshelterandinvestment),theirneighborhood,andtheirpension(e.g.CPP).
‘Lossofenjoyment’+limitedability/willingnesstocopewithuncertainty/unknowns.

Feedbacktodate:‘Lossofenjoyment’Þno‘densificationlottery’,but‘finergrainapproach’.

Preferabletoensurenewpublicpolicybehighlycredibleandtoavoidflip-flopsofpublicpolicy.
Feedbacktodate:‘bebrave’or‘holdareferendumorseeyouelectiontime’
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Economics

Affordability? Cost to Income Affordability (data: FED Dallas) 3/7
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High interest rates took the wind out of homebuilding's sail
Housing starts in Canada, in units

Source: CMHC, RBC Economics
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Gross domestic product (GDP) per capita return to trend scenario analysis 

Sources: Statistics Canada, tables 36-10-0104-01 and 17-10-0009-01.

GDP per capita would need to grow at an 
average rate of 1.7% per year to get back to 

trend in 10 years.
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Economics

Affordability? Finance Affordability (data: OECD) 4/7
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Rate hikes have seriously compressed buyers' budget
Maximum home purchasing budget* for a median-income household, in $

Source: Statistics Canada, Bank of Canada, RBC Economics
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Affordability? Cost to Income x Finance Affordability 5/7
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Economics

AffordabilityversusAvailability:MarketDisequilibrium6/7

RealmarketsaredifferentfromEcon101idealmarkets
Whenasignificantgaptakesholdlongenoughbetweenthesupplyofhousingandthelatent
demandforhousing,pricingdynamicsarealteredfromanidealmarketclosetoequilibrium.
Indicatorsofsuchdisequilibriumare:verylowrentalvacancy,rapidlyincreasingrents,rapidly
increaseinhouseprices,salesofhouseswithin2or3daysoflisting,unusuallyhighportionof
disposableincomerequiredforhousing,workingadultsreturninglivingwiththeirparents,littleor
evennohousepriceresponsetosignificantincreaseinfinancingcosts.
Thenasmallincreaseinsupplyhasnoimpactonreducingpricing(akaaffordability).
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Economics

BindingConstraint(s)7/7

Possiblebindingconstraintsinfluencingsupply(availabilityofnewlybuilthousing)
Sinceearly2000sinCanada,significantincreasesinhousingpriceshavenotseensignificant
increaseinthenumberofhousingstartsinrelationtoincreaseddemand.Itiscounterintuitive.
Oneconstraintcouldbelandavailability,perlocaltopography(Vancouver),greenzones
(Toronto),andoverlyrestrictivezoning.
Anotherpossibleconstraintistheavailabilityofconstructionlabor(i.e.so-called‘trades’).
Finally,developers/builderscouldbefinanciallyconstrained.

ForCalgary,whichconstraint(s)is(are)binding?
GiventhetopographyofCalgary,manylargenewcommunitiesbeingapprovedtobeconcurrently
developed(notsequentially),thatlandrezoningapplicationsareusuallyapproved95%ofthe
time,itismorelikelythannotthatthebindingconstraintislaborandnotlandavailability.
Sinceinfillsareinefficientintermofaffordabilityandavailabilitybecauseoflackofefficiencyof
scale,assumingthebindingconstraintisconstructionlaboravailability,Cityshouldplanforand
supportlargescalesocialhousingprojectsthenpurposefullybuiltlargescalerentalprojects.
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Average hourly wage and job vacancy rate in the construction sector, 2015 to 2022, by province

Source: Statistics Canada, table 14-10-0326-01.d bl
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Employment and number of apprentices in construction trades, 2010 to 2022, by province

Source: Statistics Canada, tables 37-10-0219-01 and 14-10-0023-01.d bl d
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Recent mix of construction won't match future demand
Average number of units per year over 2023-2030, Canada

Source: Statistics Canada, CMHC, RBC Economics
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