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A
nyone living in one of Ottawa’s core

neighbourhoods would be hard

pressed to ignore the increasing

number of condominiums in their commu-

nity. Gentrifying and established neighbour-

hoods alike are all seeing some measure of

condo development. The record high num-

ber of condo apartment construction that

began in 2012 still has no end in sight and

building completions set for this year will

continue to break Ottawa construction

records. These new projects run the gamut

from low-rise boutique buildings with

ground floor retail to large branded urban

communities, like Minto’s Lansdowne Park

and Windmill’s  Zibi. It seems as though de-

velopers are trying to offer endless options in

a competitive marketplace to capture buyers.  

Due to the unprecedented construction ac-

tivity of Ottawa condos, it comes as no sur-

prise that the current re-sale market favours

the buyer. Due to a high inventory of unsold

new construction units and a steady stream

of re-sale units entering the marketplace, pri-

vate sellers and developers alike are having a

harder time selling. Affordability of new con-

dos also affects the market. In recent years, as

freehold residential home ownership inside

Ottawa’s greenbelt has become increasingly

more expensive, budget-conscious and first

time buyers interested in core locations have

looked to condos. In the recent condo boom,

developers have attempted to capture the

popular buyer age cohort of 25 – 44 with pri-

marily smaller square footage units but with

higher end finishes and in prime locations.

Unfortunately, this same age cohort has expe-

rienced weakened employment which, com-

bined with high condominium pricing, has

limited their purchasing power. 

With the rapid growth in condos, the buyer

pool has increasingly turned from owner oc-

cupiers to investors. Given the current low in-

terest rates and down payments required for

the initial investment of a condo unit, first

time investors looking to enter into the real

estate market routinely turned to condos. Ac-

cording to the Canadian Mortgage and

Housing Corporation (CMHC) in their

2014 rental market report, privately held (in-

vestor) condo apartments that were offered

for rent represented 24.2% of total condo-

minium units. With the increased construc-

tion, it is predicted the percentage of units

offered for rent may further increase. 

The increase in supply has also increased the

overall vacancy rate, which is the percentage

of units unoccupied that are currently being

actively marketed for rent. The average va-

cancy rate for apartments in the city of Ot-

tawa was 2.6%; however, for the downtown

core, where a significant number of new

condo starts are under construction, the va-

cancy rate is notably higher at 3.3%. 
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For more seasoned real estate investors look-

ing for a higher return on investment (ROI),

condo units may not achieve their investment

goals. Monthly condo fees and relatively high

property taxes, combined with a competitive

rental market, can make it virtually impossible

for an investor to make the investment sig-

nificantly “cash flow positive”. Often a higher

down payment is required to reduce monthly

debt servicing. For full time investors, a higher

down payment devoted to one investment

means there is less cash available for concur-

rent or future investment opportunities.

There may also be uncontrollable or unfore-

seen expenses that are associated with condo

ownership versus single or multifamily resi-

dential ownership, which adds an additional

element of risk. Condo fees, often quoted on

the lower side by developers looking to sell

new units, can double in the first year of own-

ership and continue to increase. Special assess-

ments levied by the condo corporation for

various reasons can also great affect an in-

vestor’s cash flow. These special assessments

are not solely relegated to older condominium

buildings that may be short on reserve funds

for capital improvements. New condo-

minium units are subject to the same risk.

Corporations that have been poorly managed,

suffered increased insurance premiums due to

water damage or haven’t completed routine

maintenance of building systems can all suffer

costly special assessments.  

Proponents of investment in condominiums,

especially in the real estate industry, have

lauded the benefits of purchasing newly built

condo units as great investment vehicles.

Marketed as a low maintenance and

“turnkey”, the investment depends greatly on

the appreciation of the resale value of the unit

and not the cash flow of the rental income. In

a seller’s market, where demand for condos

out paces the available supply, a condo realizes

appreciation. Unfortunately, this is not the

case for Ottawa’s current condo market.   

In this current buyer’s market, purchasing a

condo as a first time investment may be an

appropriate strategy for a full-time profes-

sional who is looking to enter into the market

and willing is to sacrifice ROI for the man-

agement conveniences of condo ownership.

Similarly, a buyer who is looking to purchase

a condo for the eventual goal of future occu-

pancy may also appreciate building equity and

the advantage of short-term tax benefits of-

fered by a rental property. The future of the

condominium market is still uncertain and it

is likely that supply will continue to outpace

demand. However, if predictions are accurate

that the public sector employment will stabi-

lize and Ottawa will see a higher than ex-

pected net migration, that is good news for

condo sellers.

Ultimately, for a first-time or seasoned in-

vestor, there are many factors to consider in

entering the real estate investment market. It

is always best to obtain advice from a knowl-

edgeable professional that can assess real estate

goals and objectives.
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