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ABOUT THE UBC SAUDER CENTRE FOR SOCIAL INNOVATION & IMPACT INVESTING 
(SAUDERS3i) 
 
The UBC Sauder Centre for Social Innovation & Impact Investing (SauderS3i) is focused on leveraging 
business tools to advance social innovation and sustainability, through research, incubation, and 
application. SauderS3i works closely with impact investors to advance the market in Western Canada, by 
providing high quality research, advisory work on capital allocation strategies, and building a pipeline of 
innovative social ventures.  
 
This working paper is one of a series that has looked at issues of housing affordability, homelessness and 
urban sustainability in British Columbia. While Sauder S3i benefits from donations and grant income, this 
study was developed independently and draws on data collected as part of the work of the UBC 
Sustainability Initiative over the last two years. The paper was written to stimulate debate about the future 
of housing in the region. It is not a peer reviewed study and while a number of experts provided feedback, 
the views expressed here are the authors alone. Some of the statements will be proven wrong, some will 
be subject to a great deal of debate. The hope is that the debate will be broader and more balanced. 
 
Website: http://www.sauders3i.sauder.ubc.ca  
Email: SauderS3i@sauder.ubc.ca  
Address: 2260 West Mall, Vancouver, BC., Canada 
 
Cover photo credit: Kajetan Ciesielski (https://www.flickr.com/photos/122377326@N08/)  



Housing supply and sustainability in Metro Vancouver 

Centre for Social Innovation & Impact Investing (SauderS3i) 3 

Executive Summary1 
This study summarizes a wide range of reports on the forces affecting housing prices in Metro Vancouver 
and across Canada. The report also gathers data from around the world on 20 key variables ranking the 
Vancouver region in terms of affordability, economy, density, sustainability, innovation and health. This 
database enables us to compare the market conditions in Vancouver on a much broader basis, 
recognizing that rising housing prices are a product of the interaction between a growing economy, high 
quality of life indicators, population growth, investment capital and the availability of housing supply.  
 
Looking at the global metrics we can draw a number of conclusions: 

1. The cost of housing is high in terms of the price per square foot of property compared to similar 
cities around the world.  

2. Affordability is made worse by the relatively low salaries offered in Vancouver, compared to other 
‘middleweight’ global cities.  

3. While the population density of the City of Vancouver compares to some of the most successful 
regions in the world, there is lots of room for growth across the region. Even within the City of 
Vancouver, density drops away very quickly from the downtown core to relatively low levels of 
density. The region is ranked 140th among OECD countries for density and 25th for population 
growth among comparable cities. 

 
The evidence from a CMHC study suggests that rising house prices are largely explained by three factors 
that actually reflect the success of British Columbia’s economy over the last decade: 

1. Household formation, income and interest rates explain two thirds of the growth in housing prices 
from 2010-16 according to the Canadian Housing and Mortgage Corporation.  

2. The CMHC study measured the supply elasticity of housing, which shows how quickly the 
housing sector responds to increases in demand. It suggests Vancouver and Toronto have the 
lowest supply elasticity in Canada, which results in higher prices.  

3. The effect of regulation and zoning constraints in the housings sector is significant and is a factor 
that policymakers can directly influence.   

4. An important group of property investors are actually older domestic owners who are seeking 
financial returns in a low interest rate environment. There remains a major debate about the role 
of foreign capital in the region. CMHC estimates they have a low impact compared to other 
factors but that view is contested. 

 
Government responses to the housing issue have focused on demand side interventions, including 
increases in the property transfer tax, the new speculation tax, the school tax and an increase in rate of 
tax for foreign buyers. Some of the impacts of this approach are clear from the 2018 budget: 

1. If the goal of these policies was to cap or reduce housing prices, the most recent 2018 budget 
forecasts would show declining revenues over time as the market responds to higher prices with 
fewer transactions or transactions at lower prices. Instead, all the taxes described above are 
projected to increase government tax revenue in the coming years.   

2. The provincial government appears to view housing stock as the asset base for raising revenue 
for social programmes including affordable and social housing, by taxing the value tied up in 
private property at current prices.  

3. If the goal of the speculation tax was to reduce foreign ownership, the projections would show a 
decline in revenue rather than year to year growth amounting to a 21% increase in by 2021. 
Either the tax will not be effective or the provincial budget will face a deficit. 

 

                                                   
1 This version of the paper has been modified to remove references to changes the immigrant investor programme as that 
discussion became a distraction from the main purpose of the piece. 
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Supply side policy approaches could focus on reducing the time taken for new development to be 
approved, reducing the costs and simplifying the zoning processes to allow for higher density 
development. Municipalities have the capacity to make most of these changes, but there is a key role for 
the province, which could take leadership in the development of a coherent strategy for a region where 
decision making is fragmented across 21 municipalities. In addition to a stronger plan for the region, the 
province could establish performance standards and maximum wait times for permitting, formalize 
Community Amenity Contributions and transfer revenues from housing-related taxes to municipalities to 
build capacity. Independent of which party is power, the province has been reluctant to lead on a process 
of developing a strategy that can better absorb the 50% population increase projected for the region over 
the next 20 years. This long-term integrated strategy is important to the future of the region. 
 
While this paper does question whether the dominant focus on taxes and demand side measures can be 
effective or even desirable in the long term, the main conclusion is a much simpler one: in the face of 
growing domestic and international demand for housing in Vancouver, what is the downside of 
significantly increasing supply through changes in zoning, regulation and the rate of permitting?  
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Background 
Metro Vancouver has been recognized as one of the most sustainable regions in the world, providing a 
high quality of life, liveability and relatively low environmental impacts from energy use. These factors 
make the region one of the most attractive in North America, both for internal migration and international 
immigration. Vancouver offers a quality of life and opportunities that has created sustained demand for 
housing over almost 20 years, and supply has struggled to keep up. This debate has become highly 
polarized and politicised in the regional and national press. The desire to create crisp simple explanations 
and newspaper headlines results in competing and incompatible positions. The most common 
explanation in the media is that housing prices are being driven up by foreign investors who are either 
speculating in the market or looking for safe havens for their wealth. Others have argued that the 
underlying problem is that the supply of housing hasn’t kept up with demand, either due to excessive 
regulation or community opposition to change. Some of the most sophisticated analysis to date by CMHC 
suggests that population growth, economic growth and low interest rates explain most of the increases in 
housing prices.  
 
In order to address concerns about the risks in the mortgage market, the Federal Government has 
introduced stress test measures for new mortgage holders to ensure that their payments are affordable at 
higher interest rates.  
 
The greater relative weight given to demand side factors can be seen most clearly in the policy responses 
from municipal and provincial governments, who have focused on taxation measures that seek to make 
speculative investments less attractive, tax foreign buyers at a higher rate, discourage owners from 
maintaining empty homes and tax property transfers progressively2. While the impact of these taxes on 
housing prices is still unclear, the benefits to municipalities and the provincial government are in no doubt: 
the measures all translate into higher tax revenues as long as the number of transactions stays the same. 
If housing transactions or prices decline, government would face a significant deficit. 
 
This paper has two goals. The first is to put Metro Vancouver’s unusual housing market conditions in a 
more global context through a broad based dataset that compares the region with other cities from 
around the world. That section also considers the longer term drivers of housing demand in the region, 
and considers the impact of population growth projections.  
 
While the comparison with other regions is interesting, it also serves a broader purpose: urban leaders 
and the province have made strong commitments to delivering an attractive and liveable region as well as 
strong economic development. Focusing solely on housing costs as the symptom of a problem ignores 
the fact that the region is in a transition towards a more service and innovation oriented economy, where 
pressure on the housing stock may also be a sign of the region’s success in attracting new capital and 
new investors. The comparisons are made with other global middle sized cities that share some of the 
same challenges, but are also trying to build a stronger, diverse and more sustainable economy. 
 
As part of this transition, British Columbia is cultivating a more diversified economy that benefits as much 
from innovation and the development of human resources as it does on the exploitation of natural 
resources. From an environmental sustainability perspective, British Columbia and Metro Vancouver in 
particular already have among the lowest levels of emissions of greenhouse gases per capita in Canada, 
relatively low energy use, high transit use, high quality of life and good health outcomes. The region has 
served as a model, in North America at least, of sustainable growth and development. By the year 2100, 
80% of the world’s population will live in cities and the proportion in British Columbia is already at this 

                                                   
2 Progressive taxation in this case taxes higher value transactions at higher rates. 
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level. Through the right mix of policies the region can accommodate this growth with the same or lower 
environmental impacts and serve as a model for sustainable development. 
 
The second goal is to examine the housing cost issue at the system level, as opposed to focusing on 
supply or demand factors in isolation. The paper reviews the evidence from more recent data sources as 
well as longer term studies that put the growth in prices in the context of population growth, programmes 
to encourage immigration to and investment in the Metro Vancouver region and domestic drivers of 
housing prices. There is a great deal of debate about the relative importance of these factors and it is 
unlikely those differences can be resolved in a single study or paper.  
 
While this paper does question whether the dominant focus on taxes and demand side measures can be 
effective or even desirable in the long term, the main conclusion is a much simpler one: in the face of 
growing domestic and international demand for housing in Vancouver, what is the downside of 
significantly increasing supply through changes in zoning, regulation and the rate of permitting? 
 
Regional Overview 
Based on the 2016 census the Vancouver Census Metropolitan Area (CMA) has a population of 
2,463,431, distributed across 39 census subdivisions. The population is fairly concentrated though; 90% 
of the population resides in the 11 larges subdivisions and almost 70% of the population lives in the six 
largest subdivisions shown in table 1: Vancouver, Surrey, Burnaby, Richmond, Coquitlam and Langley. 
While Metro Vancouver Regional District plays an important role in providing shared services across the 
region and in setting regional development goals, decisions over the form and rate of growth across the 
region are made by municipal councils and mayors. Unlike other large cities or regions, such as London, 
UK or Greater Toronto, there is not central authority for the region other than the provincial government. 
 
Table 1: Population and density in the six largest subdivisions in Metro Vancouver (Stats Canada, 2016 
Census) 
 

City Population (% 
increase from 2011) 

Density 
(people/km2) 

Detached 
Homes (%) 

Vancouver 631,486  (4.6%) 5,492.6 18 
Surrey 517,887  (10.6%) 1,636.8 42 
Burnaby 232,755  (4.3%) 2,568.7 24 
Richmond 198,309  (4.1%) 1,534.1 37 
Coquitlam 139,284  (9.8%) 1,138.9 44 
Langley 117,285  (12.6%) 380.8 52 

 
Consistent with other Canadian cities, population density is relatively low on average across the whole of 
the Vancouver Census Metropolitan Area (CMA). Vancouver is ranked 90th among OECD3 countries 
compared to London, which is ranked 10th and New York City which is ranked 12th. Based on CMHC data 
Vancouver CMA is the highest ranked Canadian city at 140th according with Toronto ranked 144th4. 
Population density figures at the CMA level are slightly misleading since the regional boundary includes 
significant areas with large amounts of green space. The City of Vancouver’s population density is 5,491 
persons/km2 compared to Vancouver CMA’s5 overall population density of 855 persons/km2. The City of 
Vancouver has roughly half the density of Manhattan (10,194 persons/km2) and it compares to the density 
the entire metropolitan area of much larger cities like Seoul and Tokyo. By comparison, the City of Surrey 

                                                   
3 https://stats.oecd.org/Index.aspx?DataSetCode=CITIES# 
4 CMHC, 2018, Examining Escalating House Prices in Large Metropolitan Centres. 
5 Data drawn from the Statistics Canada 2016 Census. 
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has less than one quarter of the population density of Vancouver and Burnaby has just under the half the 
population density of Vancouver. Table 2 compares a number of cities by total population and density. 
Table 2 also shows that the composition of the housing stock varies greatly across the region, with single 
family homes dominating in the suburbs of Surrey, Langley and Richmond. The rental population is also 
relatively high; 51%6 of the population rents in the City of Vancouver, topped only by Paris and 
Amsterdam. Within the overall Vancouver CMA 36.2% of the population are renters. Seen from a density 
perspective, there is lots of room to accommodate a growing population within the region. 
 
Canada’s projected population growth is a major factor driving the growth of the country’s largest cities. 
Statistics Canada projects that the population will increase by up to 50% in the next 20 years and the 
national population is forecast to reach 51m by 2063 in some scenarios. This trend is likely to be 
accompanied by an ageing population across the country and in the region. The population over the age 
of 65 could grow from 15.3% to 23.8-27.8% over the next 20 years and the BC population could grow 
from 4.6m to 6.6m by 2038 with international migration the main driving force. That said, while much has 
also been written about the rate of growth of the region’s population, we were only ranked 25th among G7 
cities in terms of population growth for the period from 2009-14, behind Raleigh, Austin, Calgary, Dublin, 
Houston, Edmonton and Toronto. 
 
Table 2: Population density of major global cities (OECD Data7) 
 

City Density 
(persons/km2)    

Total 
Population 

Paris 21,498 2.7m 
City of Vancouver 5491 0.63m 
Seoul 5339 10.29m 
Tokyo 4181 38.3m 
Barcelona 2824 1.7m 
London 1791 13.6m 
New York 1691 8.5m 
City of Surrey 1479 0.51m 
Metro Vancouver  490 2.46m 

 
Within the Vancouver CMA there are 609,125 homes and 133,160 in the City of Vancouver. BC 
Assessment statistics indicate that the total value of the properties within Greater Vancouver based on 
assessed value was $907bn in July 20178. The total value of real estate transactions in Greater 
Vancouver in 2017 was $37bn9. A great deal has been written about the growth in housing prices over the 
last decade and, on average, the value of property increased by 103% from 2005-2015 (Ley, 2017).  
 
While there has been concern about the level of private debt in the region, of those 609,125 homes, 
241,870 were mortgage free in the 2016 cenus, reflecting the fact that while property values have been 
growing steadily, a significant portion (40%) of the homes with an average value of $1,121,589 have no 
debt attached to them.  

                                                   
6 The 2016 Census suggests the proportion of renters is actually 53%, but the lower figure is used to allow for comparisons with the 
other cities in the survey. 
7 https://stats.oecd.org/Index.aspx?DataSetCode=CITIES#  
8 https://biv.com/article/2018/01/greater-vancouver-home-assessments-1-30-2018-bc-as 
9 https://www.rebgv.org/news-statistics/home-sales-down-listings-across-metro-vancouver 
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The distribution of ownership by age is very uneven, which is not surprising: only 12% of the 34 to 44 year 
old headed households were mortgage free, increasing to fully 83% of those 75 and older10. Based on 
those statistics, it has been estimated that the overall value of mortgage free properties was $270bn in 
2016 dollars and current estimates suggest that the total for 2018 is closer to $346bn11. This number is 
certainly an underestimate of the total equity in housing, as the survey question in the census only asks if 
the home is mortgage free. Many home owners may hold significant amounts of equity below one 
hundred percent and in some cases, home owners may free up equity in their homes to invest in other 
properties, in other assets or to supplement income.  
 
Within the City of Vancouver, a slightly higher proportion of the housing stock is mortgage-free (47% of 
the 133,160 households). The average value of a mortgage free home is above the regional average 
($1,559,486) and a conservative estimate of the total mortgage-free equity in the City of Vancouver is in 
the range of $97 billion compared to total housing value in the city of $188bn. This means that at least 
52% of the housing value is owned free and clear of debt. Because of the size, housing stock and age 
profile of the City of Vancouver, it accounts for 36% of the region's total mortgage-free equity. 
 
We will return to the significance of this point later in the report. This data is the first line of evidence 
about the concentration of wealth in domestic home ownership and supports the findings of a recent 
CMHC report that older domestic investors, seeking yield for their capital at a time when capital markets 
have been underperforming may be playing a significant role in the growth of investment properties in the 
region.  
 
The role of government 
The Vancouver CMA is a fragmented region from a governance perspective. Political accountability 
reside with the 21 cities within the Regional District of Metro Vancouver. While the Regional District 
manages and provides shared services, decisions about housing development reside with the cities. With 
the exception of the City of Vancouver, which is governed under the Vancouver Charter, those cities are 
governed under provincial municipal regulations. The governance is unusual compared to many other 
cities that have a unified government at the metropolitan level. Greater London and Greater Toronto, for 
instance, both have a single mayor and council. The provincial government has a great deal of power 
over the municipalities but is often reluctant to interfere directly in individual municipalities. Instead, in 
recent years, the biggest interventions in housing affordability, regardless of which party is in power, have 
been through a series of tax policies. In the most recent budget, the NDP government made major policy 
commitments to spend those tax revenues on social housing and affordable housing.  
 
One of the core arguments of this paper is that in the medium term, all levels of government have to take 
on stronger policy leadership role beyond taxation and must have the political courage to also address 
the barriers to increasing the supply of housing.  
 
The demand side measures described in the introduction will generate significant new revenue for the 
provincial government12. Property Transfer Taxes have grown as a source of tax revenue from around 
$1bn to over $2bn in 2017. The Property Transfer Tax rate was increased in the most recent budget to 
5% of the value of a home above $3m generating an anticipated $81m each year from 2018 to 2021. The 
Foreign Buyers Tax has been increased by 5% to 20% generating an additional $35m in revenue in 2018 
for a total $234m. Notably, the revenue from the Foreign Buyers Tax is  projected to grow to $246m in 
                                                   
10 The total value of the housing stock in Vancouver CMA based on the Statistics Canada 2016 Census was estimated at $612bn10, 
which is lower than the number reported by BC Assessment for 2017. 
11 This analysis was completed by Rennie Marketing based on Stats Can data from the 2016 Census.  
12 http://www.bcbudget.gov.bc.ca/2018/bfp/2018_Budget_and_Fiscal_Plan.pdf 
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2020/21. A speculation tax of 0.5% targeting empty properties has been introduced that will grow to 2% in 
2019 generating $200m, and while this should be partly offset by income tax rebates, it has triggered a 
backlash from homeowners with recreational properties and Canadians that don’t reside in the province. 
Alongside these taxes, the current government has also introduced an annual school tax of 0.5% of 
assessed value that is tied to property value, which appears to be a mechanism for generating further 
revenue from wealthier households as opposed to a housing policy.  
 
At the same time the government’s budget documents showed a 4.4% increase in housing starts in 2017 
and a 26.8% decline in 2018. It has been reported13 that despite these policies, property transfer taxes are 
projected to continue to grow to $3bn in 2019/2020, which suggests a decline in house prices is not 
anticipated. 
 
Sometimes the most important findings in research are not hidden but are laid out in plain view. If the goal 
of the taxation policies was to cap or reduce housing prices, the forecasts would show declining revenues 
over time as the market responds to higher prices. Instead, all the taxes described above are projected to 
increase government tax revenue in the coming years.  The provincial government appears to view 
housing stock as the asset base for raising revenue for social programmes including affordable and social 
housing, by taxing the value tied up in private property. For example, if the goal of the transfer tax was to 
reduce foreign ownership, the projections would show a decline in revenue rather than year to year 
growth amounting to a 21% increase in government revenues by 2021. Similar growth trends can be seen 
in the 2018 budget documents for the other taxes.  
 
Table 3: BC Budget Projections 
 

Revenue Measure ($ millions) 2018/19 2019/20 2020/21 
Speculation tax with income tax 
credit 

87 200 200 

Increased and expanded additional 
property tax 

35 40 40 

Increase school tax on properties 
over $3m 

50 200 200 

Increase property transfer tax on 
properties over $3m 

81 81 81 

 
Municipal governments face similar dilemmas in using tax instruments to address housing market 
conditions. Through the system of Community Amenity Contributions, cities negotiate with developers 
over the municipality’s share of the increased value of a property that comes from rezoning. That revenue 
is invested into public goods ranging from social housing to public art and the cost is embedded in the 
price of a property. While there is no strict rule setting the level of CACs, a charge of 10-15% of the total 
value of project is not unusual. Since they have few other mechanisms to generate revenue, many 
municipalities have come to rely on CACs for their capital budget. In the City of Vancouver budget, just 
under 40% of future capital projects depend on CAC contributions.  
 
Both examples show that municipal and provincial governments are challenged with respect to housing 
prices and have come to rely on rising home prices to generate revenue. There has been limited focus on 
the supply side of the equation: increasing the supply of homes by increasing the pace of rezoning and 

                                                   
13 https://biv.com/article/2018/02/budget-2018-earmarks-more-6-billion-affordable-homes-over-next-decade 
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permitting and reducing development fees have the potential to reduce or at least stabilize housing 
prices. 
 
How does the region compare? 
Numerous reports and articles have been published on different aspects of the housing issue in Metro 
Vancouver. The most commonly highlighted statistics relate to the affordability of the region and are 
usually presented as a ratio of household income to home prices. This section presents a much broader 
range of statistics describing the region in six key dimensions: Affordability, Economy, Density, 
Sustainability, Innovation and Health. The goal of presenting all dimensions in a single index is to look at 
the relationship between the variables. Based on these variables, it is possible to provide a brief profile of 
the region.  
 
Table 4: Ranking Metro Vancouver by key urban metrics 

Area Index  (Source) Rank 
Affordability UBS Bubble Index 4 
  Housing Affordability (GV Board of Trade14) 3 
  Price to Income Ratio 10.6 
  % of households renting (Stats Can) 3 (51%) 
Economy Brookings: GDP Per Capita in middleweights 17/26 
  GDP adjusted to PPP (GV Board of Trade) 14/20 
  Gini Inequality Ranking 11/20 
Density Population Density (G7 cities) 90 
  Imputed Pop. Density C40 Cities (C4015) 11 
  Population Growth % (09-14) (OECD G7 cities16) 25 
Sustainability Economist Liveability Index (EIU) 3 

  Arcadis Planet Index 23 

  Siemens Green Community Index 7 
  Carbon Dioxide emissions/capita17 (C40 Cities) 12 
Innovation Global Cities Outlook (AT Kearney, 2016) 24/25 
  Cities in Motion Index (2016) 39/165 
Health Arcadis Healthy Places to Live Index 49 
  Life Expectancy (BC) 2 
  Global Life Expectancy ranking (2014) 11 

 
In terms of affordability, Vancouver is clearly facing challenges relative to other cities of a similar size. The 
region is ranked 4th highest in the UBS Housing Bubble Index18, below Toronto, Stockholm and Munich. A 
bubble index score of 1.5 is considered a risk of overvaluation; Vancouver scores 1.8 and Toronto sits at 
                                                   
14 
https://www.boardoftrade.com/scorecard2016/files/Full%20Report%20-%20Greater%20Vancouver%20Economic%20Scorecard%2
02016.pdf 
15 http://www.c40.org/other/gpc-dashboard 
16 https://stats.oecd.org/Index.aspx?DataSetCode=CITIES#  
17 Ranking refers to the City of Vancouver 
18 Recent research by CMHC, discussed below, questions whether there is a housing bubble in 
Vancouver based on macroeconomic data.  
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2.12. Vancouver is the third least affordable city behind Hong Kong and Shanghai. Interestingly, much 
larger cities like Tokyo, that have a population density comparable to the City of Vancouver have low 
housing bubble risk and Singapore, which has one of the highest densities in the world, has been able to 
avoid these risks.  
 
Table 5: UBS Bubble Risk Score 

City Bubble Risk 
Score 

Toronto 2.12 
Stockholm 2.01 
Munich 1.92 
Vancouver 1.80 
Sydney 1.80 
London 1.77 
Hong Kong 1.74 
Amsterdam 1.59 
Paris 1.31 
San Francisco 1.26 
Los Angeles 1.13 
Zurich 1.08 
Frankfurt 0.92 
Tokyo 0.90 
Geneva 0.83 
Boston 0.45 
Singapore 0.32 
New York 0.20 
Milan 0.09 
Chicago -0.66 

 
Since affordability is a ratio of income to housing costs it is also useful to look at absolute housing costs. 
Vancouver is ranked 6th highest in terms of the cost per square foot of condominiums and 8th in terms of 
the cost per square foot of single family homes. Average condo costs per square foot are $1172 in 
Vancouver compared to $2330 in Hong Kong19. 
 
Exacerbating the problem of high prices per square foot is the economic performance of the region, which 
results in relatively low salaries compared to cities of the same size. Vancouver is ranked 17th out of 26 in 
the Brookings survey of ‘middleweight cities’ with an average salary of $	$45,738 compared to the leader 
in that ranking, Perth, with an average salary of $66,959. While the absolute cost per square foot of 
homes is high, the affordability issue is exacerbated by relatively low salaries. In terms of income 
inequality, as measured by the Gini co-efficient, Vancouver is also in the middle of the pack, ranked 11 
out of 20 cities. While there may be inequalities in home ownership and in the equity held by younger 
homeowners compared to older homeowners, from an income perspective, Vancouver is ranked in the 
middle of the pack.  
 
As the region aspires to transition towards an economy based on technology, finance and services, its 
performance from an innovation perspective becomes more important. Two global surveys—Global Cities 

                                                   
19 One anonymous reviewer pointed out that the range of prices is much wider in Hong Kong, where high end luxury properties can 
be as high as $20,000 per square foot. 
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Outlook produced by AT Kearney and the Cities In Motion Index rank Vancouver 24th (out of 25) and 39th 
(out of 165) respectively based on broad measures of innovation capacity including patenting activity, 
investment activity and corporate performance. Middleweight cities that are ranked higher include 
Stockholm (9), Munich (7), Melbourne (6) and Sydney (13). Since improvements in the high tech sector, 
driven by growing innovation capacity will likely drive up salaries, affordability might be improved over 
time by expanding this sector.  
 
Much has been said about the sustainability and liveability of the region. The annual survey by the 
Economist Intelligence Unit is designed to provide guidance to companies about how much salary is 
required to offset a lower quality of life, and Vancouver has always performed very well in this ranking. 
Other sustainability related rankings are more ambiguous, as table 6 shows. There is little argument that 
Vancouver is a sustainable region and is always ranked the top North American city across all rankings. 
The region does less well when compared to European cities like Copenhagen, Stockholm and Zurich. 
Taking a crude measure of CO2 emissions per capita, Vancouver is ranked 12th among the C40 Cities 
that have committed to emissions reductions targets.  
 
Table 6: Sustainability Rankings for Vancouver 

Index  Rank Notes 
Economist 
Liveability 

3 Melbourne and Vienna are above 
Vancouver 

Arcadis Planet 
Index 

23 Zurich, Singapore, Stockholm, Vienna, 
London ranked highest 

Global Green 
Economies Index 

3 Copenhagen and Stockholm ranked higher 

EIU-Siemens 
Green Cities Index 

7 Copenhagen, Stockholm, San Francisco, 
Amsterdam ranked highest 

CO2 Per Capita 
(CoV) 

12 Oslo, Stockholm, Paris, Madrid, 
Copenhagen ranked higher 

 
Vancouver has very strong underlying conditions for maintaining its status as a sustainable city. Electricity 
comes primarily from sustainable hydroelectricity and there are policies in place at the municipal, 
provincial and federal scale designed to limit the growth of greenhouse gases from other sources. Sprawl 
is ultimately constrained by the mountains and the ocean to the north and west and by high value 
agricultural land to the east. The region performs well in terms of human health measures with high levels 
of life expectancy by all measures.  
 
What’s driving the prices up? 
From the section above, which provides a cross section of a wide range of data sources we can draw a 
few conclusions about the state of the housing market. First, in absolute terms, the cost of housing is high 
in terms of the price per square foot of property. Second, affordability is made worse by the relatively low 
salaries offered in Vancouver, compared to other middleweight global cities. Third, while the population 
density of the City of Vancouver compares to some of the most successful regions in the world, there is 
lots of room for growth across the region, without cutting into green spaces and agricultural land. Even 
within the City of Vancouver, density drops away very quickly from the downtown core to relatively low 
levels of density across the westside and across most areas south of Broadway. Depending on the 
neighbourhood, the density in these areas ranges from 300-700 people/km2. Regulators and planners 
have tended to focus densification policies on major corridors and specific neighbourhoods, leaving single 
family neighbourhoods intact, where there is still resistance to densification. The result is that developers 
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often seek to maximize value through the construction of high rise developments, which provide the 
greatest square footage relative to the cost of the underlying land. 
 
In February 2018 the Canadian Mortgage and Housing Corporation (CMHC) released the most 
comprehensive review of the state of the housing market to date. The study has not been without critics, 
but is one of the few to address this analysis comprehensively. The report, entitled ‘Examining Escalating 
Housing Prices in Large Canadian Metropolitan Centres’ was funded by the Federal Government and led 
by CMHC, which allocated a large team and a budget of $1.2m to the study. The core findings of the 
report rely on a new, sophisticated and comprehensive macroeconomic model of the growth in the price 
of Canadian residential housing in the largest Census Metropolitan areas. In this study, the data for 
Vancouver refers to the Vancouver CMA, not the City of Vancouver.  
 
The study identifies the key factors driving the growth in real estate values, considers the role of housing 
supply, domestic investors and foreign capital as well as factors such as wage and cost escalation in the 
building sector and the impact of regulation. 
 
Key findings 
The study focuses on the period from 2010-2016 and does not account for recent policies such as the 
speculation tax. The team built a model to predict housing prices based on market fundamentals like 
population growth, disposable income and mortgage interest rates and used that model to predict the 
growth in housing prices from 2010-2016. The team assembled data for all large CMAs, looking at the 
growth in the young adult population, growth in disposable income and mortgage interest adjusted by the 
consumer price index. That model was then compared to the real data and based on just those three 
variables, was found to be very good and predicting the actual prices. The data shows that adjusting for 
inflation, from 2010-2016, home prices increased by 48% in Vancouver, 41% in Toronto and 11 per cent 
in Montreal. In Vancouver, these three fundamentals explained two thirds of the price growth. Put simply: 
according to this model, economic growth, the size of the young adult population and low interest rates 
explain most of the growth in property prices.  
 
Looking at Vancouver, the study is able to show even more specific effects: ‘an increase of one per cent 
income raises house prices by 1.42%; an increase of one per cent in young-adult population increases 
house prices by 1.98%; and a decrease of one per cent in mortgage rates raises house prices by 4 per 
cent’ (CMHC, 2018: p64) 
 
Digging into the 48% growth in Vancouver house prices, ‘16% was attributed to the rise in real disposable 
income, 11 per cent to higher levels of the young-adult population, 9 per cent to lower mortgage rates, 
and the remaining 12% to unobserved factors’ (CMHC, 2018: 64) Based on provincial and federal budget 
projections, BC’s GDP is expected to continue to grow by 3.4% in 2017 and is projected to grow by 2-
2.3% each year from 2018-2020. In that period, personal income tax revenue is projected to grow by 
around 4% annually, which mostly reflects real growth in income. Annual population growth of 1.1% is 
projected for the coming three years and the labour force is projected to grow by an average of around 
1.5% annually in that same period. As mentioned above, housing starts increased by 4.4% in 2017 but 
are expected to drop by 26.8% in 2018 and 6.1% in 2019. If the assumptions about the drivers of housing 
prices are correct going forwards, these underlying economic and population growth factors would 
increase prices by roughly 8% holding housing starts and mortgage rates constant. The pressure on 
prices could be higher if housing starts continue to drop and supply is limited. 
 
The ‘unobserved factors’ are addressed later in the report. The report excludes a number of explanations 
for the additional growth: 
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1. There is no evidence to support the idea that construction costs pressures are driving home 
prices up across the study period, although there is more recent evidence of costs escalations in 
Vancouver, which will be exacerbated as the government commits to new social housing 
construction. 

2. There is no evidence that the construction industry is restricting the supply of homes to push up 
prices. 

3. Wages in the construction industry have not grown more rapidly than other sectors on a national 
level. 

4. Based on CMHC’s review of the construction sector nationally, the profitability of the overall 
construction industry has been relatively constant over the last decade at around 6% (CMHC, 
2018: 76) although that doesn’t account for differences in regional markets including Vancouver, 
which may be experiencing stronger returns even as construction costs increase. 

 
Supply side factors are much more important in accounting for the rest of the growth in prices. Weak 
supply conditions for new single-family homes have had a significant effect on their prices. The rate of 
supply of new housing is determined partly by the pace of new construction, once a development has 
been approved. Prior to that stage, there are big variations across Canada in the time it takes to go 
through the approval process. These permitting periods often take longer than the construction time for 
large projects.  
 
There is limited data available in Canada for examining regulatory barriers, so CMHC used the data 
collected by the Fraser Institute in their report. That index suggests that Toronto and Vancouver are the 
most regulated cities with Toronto having the longest approval times and Vancouver requiring the highest 
level of rezoning. Regulation and zoning are some of the key factors that impact how a city responds to 
growing demand for new housing. Cities that are able respond quickly have a high elasticity of supply and 
those that respond slowly have a low elasticity of supply. The study found that Vancouver and Toronto 
have the lowest elasticities of supply.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The study also shows that unlike many other comparable cities globally, ‘significant single-detached 
housing remains close to the centres of Toronto and Vancouver, which in turn also suggests that the 
process of densification is not operating efficiently’ (CMHC, 2018; 83). The effect of higher regulation, 
particularly in geographically constrained cities is to increase housing prices and increase the proportion 
of the value in land. This can also lead to greater house-price volatility than in cities where the value of 
land is lower.  
 
The study tries to uncover which other conditions drive the ‘unobserved factors’ in the model and finds 
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that the interaction between regulation and national house prices accounts for 30% of the unobserved 
factors, while speculation and investor demand account for just 5% of the difference. Combined with 
geographic constraints on development, regulation has the biggest impact on prices after accounting for 
the effect of the market fundamentals above.  
 
Toronto and Vancouver are the fastest growing CMAs and more than offset weaker activity in other cities. 
Price increases have been greater for single family homes than for condominiums, in large part because 
the supply of condominiums has been better than the supply of single family homes.  
 
There is good evidence of a shift in buying activity towards high end single family homes, which has a 
bigger effect on the average price. In Vancouver the pace of housing starts has been higher than the 20 
year average for 7 of the past ten years, with apartment starts growing from 25% of starts in 2001 to 38% 
in 2010 to 45% in 2016. In the period from 2001 to 2016, single family housing starts declined from 32% 
of the total to 19% in 2016. CMHC estimates that one quarter of Vancouver condominium apartments are 
occupied by renters compared to one third in Toronto. Contrary to media coverage, this study suggests 
that the majority of owners who ‘buy to rent’ are domestic investors who are looking for longer term yield 
at a time when other financial products are performing less well. In the capital markets, the same factors 
that reduce the income from savings also reduce borrowing costs, so many investors have switched fixed 
income products to rental properties.  
 
There is solid data to support this in tax filings and in data showing that the share of consumers with more 
than one mortgage has grown from 4.5% to 4.9% since 2014. In Vancouver, 7.4% of tax filers reported 
rental income compared to 5.5% nationally. Those tax filings also show a significant switch in income 
from fixed income to rental income. Among tax filers, those aged 65 or more have significantly higher 
levels of rental income.  
 
The non-resident share of ownership has been reported by CMHC at 3.4% of all residential property in 
Toronto and 4.9% in Vancouver, although the ownership rate was higher (7-8%) for condominiums than 
for single-detached homes (2-3%). Those figures may hide the rate of investment in new properties 
entering the market and a number of researchers, including SFU’s Andy Yan suggesting that 20% of 
these properties are owned by non-residents.  
 
While there has been a push for densification in Vancouver in recent years, the report suggests that this 
does not necessarily increase home prices if the process of redevelopment is fast and efficient and the 
new homes meet buyers’ expectations for quality and size. The report notes there is a shortage of 3 
bedroom options in Vancouver, which is reflected in a significant price jump for these properties when 
assessed on the basis of the cost per bedroom.  
 
There have been surprisingly few studies of the role of regulation in the housing sector on housing prices. 
CMHC relied on the work of the Fraser Institute to index degrees of regulation in cities across Canada, 
building on international research that suggests there is a link between housing growth and regulation. 
Regulatory features include restrictive zoning, costly approval processes and lengthy approval processes.  
 
Using the same concept of elasticity of supply above, it is not surprising that the authors20 found higher 
levels of regulation tend to be correlated with low elasticity of housing supply. In response to this reduced 
availability, housing prices will tend to rise if demand stays constant or grows. The study gathered data on 
regulations, physical constraints, urban amenities and demography of cities across Canada from 2006-

                                                   
20 Kenneth P. Green, Josef Filipowicz, Steve Lafleur and Ian Herzog, 2016, The Impact of Land-use Regulation on Housing Supply 
in Canada, Fraser Institute. 
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11. In order to assess the level of regulation they conducted a survey of builders and residential 
developers to assess response time, residential approval time, timeline uncertainty, compliance costs and 
fees, community and council opposition and rezoning frequency for 48 municipalities including 18 of the 
25 largest in Canada. Recognizing that cities like Edmonton and Calgary don’t have the same physical 
constraints as Vancouver and Victoria, they corrected the model for these differences.  
 
The study showed that in total, a six month delay in approval timelines results in a 3.7% decrease in 
housing growth. Higher levels of regulation translate into a 2.5% decrease in housing growth. 
 
A more recent study by the C.D. Howe Institute21 tries to quantify the impact of regulation on the cost of 
houses in financial terms. The methodology is a crude approach to estimating these effects and is likely 
to be an overestimate, although there are few alternative studies of this phenomenon. ‘Regulations’ in this 
study include a range of measures such development charges, restrictive land use regulations, 
development fees and constraints on greenfield development. The study draws on international 
examples, including studies from the US and the UK that show that removing regulations would reduce 
housing costs by 20-25%. They also recognize that some of those restrictions reflect community priorities 
to maintain the existing character of neighbourhoods and NIMBY attitudes. They argue that ‘most 
government policies have focused on curtailing the demand for housing, but they have not taken 
meaningful steps to increase housing supply’ (C.D. Howe: p4) 
 
The authors estimate that regulatory barriers added $229,000 on average to the cost of new homes in the 
8 most restrictive markets in Canada and $600,000 to the cost of a new house in Metro Vancouver in the 
same period. Focusing on Ontario data, they looked at the impact of five regulatory factors on housing 
prices (C.D Howe, 2018; p13): 

• the share of single-detached-dwelling building permits that require a zoning review; 
• the average development charge levied on a single-detached dwelling in a  
• municipality; 
• the share of each municipality’s land that is zoned for agriculture; 
• the share of each municipality’s land that is designated for the Greenbelt; 
• whether a municipality is subject to the Growth Plan for the Greater Golden Horseshoe. 

 
The study found direct relationships between the level of regulation and housing prices, controlling for 
other factors. For instance, in municipalities where every proposal is subject to a zoning review, prices are 
5% higher. Similarly, every 10% increase in development charges results in home prices increasing by 
0.45%. A more detailed bottom-up analysis by property and tax experts Burgess Cawley Sullivan 
suggested that taxes and development fees represent $220,256 to the cost of an $840,000 apartment 
and $337,582 of the cost of a $1.4m three bedroom apartment22.  
 
These studies suggest that the benefit of improved supply conditions could be significant and could either 
reduce the costs of new developments or help level-off housing prices in the region. The main barriers to 
improving supply are existing municipal and provincial regulations, zoning capacity and resistance from 
existing home owners to density changes within their neighbourhoods. Even so, it is very difficult to see 
the downside to improving supply conditions. Unlike other markets, there are still significant lag times to 
develop the asset and typically new developments are marketed on a pre-sale basis to investors. The risk 
of dramatic oversupply, which could have a significant negative effect on housing prices is low in this 
system, since pre-sales are required to secure commercial financing. Improving supply conditions also 

                                                   
21 Benjamin Dachis and Vincent Thivierge, 2018, Through The Roof: The High Cost of Barriers to Building New Housing in 
Canadian Municipalities, C.D. Howe Institute, Commentary 513. 
22 http://udi.bc.ca/wp-content/uploads/2018/05/Government-Taxes-and-Fees-in-Real-Estate-by-Property-Tax-Expert.pdf 
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benefits the government directly. If the goal is to build new social housing and affordable housing, 
improved supply conditions could reduce land costs. 
Foreign Investors 
UBC Geographer David Ley23 has closely tracked the role of Asian investors in the Vancouver real estate 
market for many years. He provides a historical context that is often overlooked in the current debate 
about foreign investment. When Canada was facing a recession in the eighties, all levels of government 
actively courted Asian investors and helped to create structures and relationships that resulted in capital 
moving to the country, which accelerated during the lead up of to the transfer of Hong Kong to Chinese 
control. At the time, Canada was facing high unemployment and the Pacific coast was particularly 
affected. The economy shrank by 3% and there was a 40% correction in the housing market.  
 
From the mid-eighties, immigrant investor programmes were actively encouraged and expanded. The 
Business Investor Programme (BIP) targeted High Net Worth Investors (HNWI) from Asia, offering them 
citizenship and safe refuge for their capital in Canadian assets and markets. Ley points out that according 
to research by firms such as Savills as well as family office advisory firms, HNWIs like residential real 
estate as an investment and the success of the programme is reflected in the fact that around 330,000 
people landed under it from 1980 to 2001. From 1986 to 2008, 74% of those programme applicants came 
from China with Vancouver attracting 49% of landings in that period and from 2005 to 2012 that 
proportion increased to 81%. The volume of capital arriving in that period is also significant. Ley describes 
a number of studies suggesting that several billion dollars a year was arriving in Vancouver from the 
eighties to the nineties. Overall, it is estimated that $35-45billion of personal funds arrived in Vancouver in 
the decade up to 1997 when Hong Kong was handed over to China.  
 
Government policy played a central role in creating the channels that have resulted in the growth of the 
ethnic Chinese Canadian population from 30,000 in 1971 to 400,000 by 2016. While there is little doubt 
that this scale of investment has had some impact on housing, it also had a significant positive impact on 
the regional economy and on government revenues.  
 
As the Chinese economy has expanded, the volume of capital seeking foreign assets has grown 
significantly. Chinese global investments were $1 trillion in 2004 and grew to $6.4 trillion by 2015. 
Projections suggest the figure could grow to $18 trillion by 202024. In the face of these trends, the regions 
that are of the highest appeal to investors are likely to face growing demand for investment opportunities 
over the coming years.  
 
Much of the time in media reports, there is little mention of the very deliberate and intentional role the 
Canadian provincial and federal governments played in building and encouraging Asian investors to move 
to British Columbia. More often than not, they are described as though they are uninvited guests. It is also 
easy to blame those investors as solely responsible for driving the dramatic growth in prices over the last 
decade.  
 
While there has been a tendency to focus on real estate growth in developed markets, China has seen 
meteoric growth in many cities. In 2016, housing prices in Shenzhen and Shanghai increased by 57% 
and 20% respectively in a single year. Based on data from the real estate industry, prices in Vancouver 
jumped significantly less that many other jurisdictions including Auckland and Sydney although under any 
circumstances, a jump of this magnitude represents a challenge to the region. 
                                                   
23 David Ley, 2017, Global China and the making of Vancouver’s residential property market, International Journal of Housing 
Policy, 17(1): 15-34. 
24 Hanemann, T., & Huotari, M. (2015). Chinese FDI in Europe and Germany: Preparing for a new era of Chinese capital. Berlin: 
Mercator Institute for Chinese Studies and Rhodium Group.  
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Table 7: Ranking of housing price growth 
 

Rank City 12 month % change 
from Q4 2014 – 2015 

1 Shenzhen, CN 47.5% 
2 Auckland, NZ 25.4% 
3 Istanbul, TR 25% 
4 Sydney, AU 19.9% 
5 Shanghai, CN 18.2% 
6 Izmir, TR 16.5% 
7 Budapest, HU 16.3% 
8 Stockholm, SE 15.6% 
9 Gothenburg, SE 14.4% 
10 Vancouver, CA 12.9% 

Source Everett-Allen, 2016 The Knight Frank Global Residential Cities Index-Q4 2015 
 
Canada and the Vancouver region has benefited economically from these policies to attract foreign 
investors to the region at a time when capital was in scarce supply. The programme was eliminated under 
the Conservative government (except in Quebec) with over 50,000 people on the waitlist, and has not 
been reinstated. Many countries have similar programmes and it would be useful to consider whether 
there is a role for wealthy immigrant investors that can be aligned with the goals of increased affordability 
in the region. Since there is a willingness to pay among individuals wishing to move to the region, this 
could be a source of revenue for social housing and associated infrastructure. 
 
Conclusions 
This report pulls together evidence from a number of studies and shows that government intervention in 
housing policy tends to focus on reducing demand as opposed to improving supply conditions. The 
evidence globally and from across Canada is that regulatory barriers have a significant impact on housing 
prices and the most recent CMHC report supports that point. Evidence from the most recent budget in BC 
suggests that there is no expectation that the new tax measures will reduce prices, although it is possible 
they may help reduce the rate of growth in prices. Instead, the provincial government approach is based 
on capturing higher tax revenues from the growth in the value of property in the region and directly 
investing it in social and affordable housing. The failure to consider legislation that will improve supply 
conditions ultimately means that the cost of delivering on those government targets for social housing will 
be higher, since the underlying land values will remain high and competition for labour will be increased, 
unless there is a significant regional slowdown in construction.  
 
The provincial government has the authority develop a clearer regional strategy for supporting 
sustainable growth and development across the region but has been reluctant to do so. The provincial 
government could also incentivize best practice and establish performance standards for municipalities 
with respect to the approval of new developments. It also has the authority to regulate development fees 
and the negotiation Community Amenity Contributions, which already sit in grey area in terms of the way 
municipalities generate income from developers. Formalizing and standardizing these charges could 
make a significant difference to housing supply. 
 
At the municipal level there are a number of measures that could improve density across the region. 
Current planning restrictions severely limit the potential to increase density in single family 
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neighbourhoods and concentrates new housing development activity along the main corridors. There is 
significant potential for ‘in-character’ density through low and mid-rise development across large areas of 
Metro Vancouver and this could be achieved through changes to zoning that pre-approve specific 
typologies. As the population in the region ages, this creates opportunities for households to age in place 
while downsizing from much larger single family homes. The evidence from the most recent CMHC report 
suggests it is this demographic of investors that is playing an important role in driving investment in rental 
properties, because these assets offer better returns than conventional financial products as they move 
into retirement. 
 
Foreign investment into the region was actively cultivated beginning in the eighties when Canada was 
facing a recession and economic contraction. This effort has made Vancouver one of the most attractive 
regions for High Net Worth Individuals from China in particular. The scale of this investment potential will 
continue to grow in the coming years as the Chinese economy grows. The evidence suggests that while 
this investment has been important for the region, the impact on housing prices may have been 
exaggerated. Despite the most recent report by CMHC, this view remains highly contested and many 
researchers argue that the study was flawed and underestimates the real impact. In terms of corrective 
measures, the government’s own analysis for the budget indicates that even after the 5% increase in 
foreign buyers transfer tax, tax revenues will continue to grow, which suggests the policy isn’t even 
intended to reduce demand.  
 
Ultimately, the core implication of this report is that the measures that have been put in place by 
successive governments have focused on demand factors, but have had limited impact to date on 
housing prices. It is possible that higher marginal taxes on single family homes above $3m will actually 
increase the price of condominiums and townhomes, in the region as they become the affordable option. 
If tax revenues are committed to social and affordable housing construction, that will put more pressure 
on construction costs as there is more competition for labour.  
 
In conclusion, focusing on the core question of this study: what is the downside of establishing policies to 
increase the volume and pace of new housing supply? The evidence here suggests there is room for the 
region to increase housing supply and density significantly. The evidence shows that the cost of zoning 
and regulation, as well as the pace of the permitting process both have an impact on prices. Given that 
provincial and municipal governments have limited ability to affect interest rates and population growth 
and have no incentive to reduce economic growth, taking control of their destiny by increasing the supply 
of homes and reducing the costs of regulation seems to have very little downside. 
 
 
 
 


