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“|ust like the previous generations,
some baby boomer households will
leave their property to move into a
rental dwelling. While these baby
boomers have a lower renter rate
than their parents did at the same
age, their significant demographic
weight will increase demand for
rental housing.”
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Senior Analyst

SUBSCRIBE NOW!

Get email notifications when CMHC
publications are released or updated.
Sign up for a free myCMHC account

for enhanced site access, including
one-click subscriptions to the reports
and tables that matter to you.

Get your myCMHC account today!

' Quebec part of Ottawa-Gatineau CMA

I+l

Canada

= & Faey DY L =
P ik XS

Residential choices of Gatineau area
households and impact of baby boomers
on rental housing demand

In the housing life cycle, the proportion of renter households

tends to decrease as the population ages. This is the case in the
Gatineau area, where the renter rate reaches a low point among
households aged 50 to 59 and then rises again dfter they turn 60.
This suggests that some households go back to being renters after
having been homeowners.

From 1991 to 2016, the renter rate, that is, the proportion of renter
households out of all households, declined in the Gatineau area.

While baby boomers have a lower renter rate than their parents
did at the same age, their significant demographic weight will
maintain and even increase demand growth rate of rental housing.

Between 2006 and 2016, condominium ownership rates rose for
most cohorts, indicating a growing demand for this housing type.

Regardless of tenure, the proportion of households aged 55 or older
living in houses in the Gatineau area fell to 66% in 2016 from 70%
in 2006, to the benefit of apartments.
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Introduction

The housing data from the 2016
Census are now available, providing
an update on the tenure choices of
the various generations in Gatineau.
Historically, the proportion of
Gatineau area households opting to
rent has been relatively high among
young households, then decreasing
with age and subsequently increasing
among households 60 years and
older. This suggests that some
households go back to being renters
after having been homeowners, as
they seek to reduce the size of their
home in particular. Baby boomers
are in fact now getting to that age,
and a change in the proportions of

homeowner and renter households
of this generation will have an impact
on the composition of demand in
the area. This certainty results from
the demographic weight of this
generation. Given the sheer size of
the baby boomer cohort, even a small
fluctuation in the proportions of
homeowner and renter households
in this age group can have a major
impact on rental housing demand.

This issue of Housing Market Insight
will identify the tenure choices of
the different cohorts (see the box
for definitions of the concepts) as
their members turn 60 years old,
present the changes in these cohorts
over the last 20 years and estimate

future demand considering various
uncertainty factors. To determine the
changes in household tenure choices
in the Gatineau area, we analyzed
household data from Statistics Canada
for the census years from 1991 to 2016'.
The data were grouped by cohort and
by age group.

Methodology

Based on the definitions set out in the
box, households can be grouped by
[0-year intervals, according to their
birth year, in order to observe any
changes. As shown in figure |, the first
cohort of parents of baby boomers falls
in the 0 to 9 years age group during

the period from 1927 to 1936. In the

Demographic concepts

To perform a clear analysis of the
demographic data, it is necessary to
understand and distinguish certain
basic concepts. This analysis makes
use of three reference concepts:
household, age group and cohort.

a) Household: a person living alone
or a group of persons occupying the
same dwelling.

b) Age group: classification of
households based on the age of the
primary household maintainer at the
time of the Census.

c) Cohort: a group of households
banded together based on their
birth year and tracked from census
to census as they age. This makes

it possible to track the changes in
household tenure choices?. Certain
cohorts together form a generation.

Cohorts by 10-year intervals, according to age and census year,

1926 to 2016

First cohort of 0 to 9 years u 40 to 49 years 50 to 59 years 60 to 69 years
baby boomers age group age group age group age group
0 to 9 years 10 to 19 years u 50 to 59 years 60 to 69 years
age group age group age group age group
First cohort of parents 0 to 9 years 10 to 19 years 20 to 29 years u 60 to 69 years 80 years +
of baby boomers age group age group age group age group age group

m  E3

1986

1996

Source: CMHC.
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following decade (from 1937 to 1946),
this cohort has aged by 10 years and
then falls in the 10 to |9 years age
group—and so on for this and the
following cohorts.

An analysis of this demographic
aspect allows us to track the changes
in the household tenure choices of
the various cohorts over a given
period of their lives. Going back

to figure |, we could use the 2006
and 2016 census data to measure
the change in the rate of renter
households for the second cohort
of parents of baby boomers having
turned 70 years old (70 to 79 years
age group in 2016). We could not,
however, measure this change for
the first cohort of baby boomers, as
they were still too young. We would
have to wait another decade before
we could observe the change in the
renter rate for this cohort.

Changes in renter rates by
cohort and by unit type

From 1991 to 2016, the renter rate,
that is, the proportion of renter
households out of all households,
declined in the Gatineau area, falling
from 40% to 34%3. This phenomenon
is not exclusive to the Gatineau area.
Conversely, the rate of homeowner
households has increased. The rise in
homeownership resulted from a pan-
Canadian environment where demand
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was supported by a number of
factors—both cyclical (improvement
of the job market, growth in salaries
for young workers, expansion of the
retirement income system, downward
trend in interest rates and increase

in accessibility to mortgages)* and
structural (changes in the composition
of the population).® More recent
generations typically have lower
proportions of renters than earlier
generations did at the same age.®

As a result, the low point of the
renter rate curve has decreased from
one generation to the next, while
the high point of the homeowner

rate curve has increased. The renter
rate has been at its lowest—and the
homeowner rate, at its highest—in
the 50 to 59 years age group.

In figure 2, the renter rate curves

of nine cohorts, for the census
years from 1991 to 2016, were
superimposed according to their age
groups in order to represent the
housing life cycle of the Gatineau
area population. As can be seen, the
renter rates decline until they hit

a low point at about 60 years old.
After having been homeowners, some
households choose to become renters

T
. A
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again. In other words, these households
go back to renting, and a rise in the
renter rates can be observed.

The cohort born during the period
from 1947 to 1956 (first baby
boomers) saw its renter rate increase
after its members turned 60, just like
the previous cohort born during the
period from 1937 to 1946 (parents
of baby boomers) (see figure 3).

The phenomenon continues after
households turn 70, as the renter
rate of the cohort born during the
period from 1937 to 1946 (parents
of baby boomers) keeps rising, just
like that of the previous cohort born
during the period from 1927 to 1936
(see figure 4).7

The return to renting was not

the only tenure change observed
among older households. Some
homeowner households (who owned
single-detached, semi-detached, row
or other types of houses) remained
owners but sold their house to buy
a condominium. Between 2006 and
2016, the condominium ownership
rates rose for most cohorts, indicating
a growing demand for this housing
type (see figure 5). The increases
were more significant for the cohort
born during the period from 1942 to
1951 (aged 65 to 74 in 2016) and the
previous one (aged 75 to 84 in 2016).

The return to renting for some
homeowner households and the
move to condominium ownership
for others reflect a desire among
some aging households to want to
live in a smaller home (downsizing).
Regardless of tenure, the proportion
of households aged 55 or older living
in houses® in the Gatineau area fell to
66% in 2016 from 70% in 2006, to the
benefit of apartments.’

Future demand
(2016-2021)

The return to renting of homeowner
households has remained a reality
from generation to generation.
However, the low point of the renter

Renter rates, cohorts aged 50 to 59 and 60 to 69,
Gatineau area
%
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Renter rates, cohorts aged 60 to 69 and 70 to 79,
Gatineau area
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rate curve (which occurs in the 50

to 59 years age group) has decreased
from one generation to the next.

As they age, generations turning

60 years old have therefore had lower
renter rates—and higher homeowner
rates—than the previous generations,
despite the return to renting of

homeowner households. Still, the
cohort of baby boomers who will be
turning 60 over the coming years will
result in an increase in rental housing
demand because of its size.
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To estimate the future renter rates
by cohort, the change in the rate
observed in the following cohort
closest in age to the one under
review was applied to the current
rate, taking for granted that the change
between 2016 and 2021 will be the
same as that between 2011 and 2016".
For example, the renter rate for

the cohort aged 60 to 64 was 25%

in 2016. The data from 2016 show

us that the renter rate rose by 3
percentage points for the following
cohort when its members moved
from the 60 to 64 years age group to
the 65 to 69 years age group. A 28%
rate will therefore be applied for the
60 to 64 years cohort that will move
to the 65 to 69 years cohort in 2021.

Applying this methodology, the renter
rate among households aged 60 or
older should decrease'" between

2016 and 202I. Even though there

will be proportionally fewer renter
households aged 60 or older than
previously, they will still have a positive
impact on demand for rental housing.
In fact, a large cohort of baby boomers
will be turning 60'? during the period
from 2016 to 2021, such that both

the number of homeowners and the
number of renters will increase.

Conversely, the demographic weight
of households under 60 is decreasing,
which limited the impact of the
increase in the renter rate of younger
households observed between 2011
and 2016. As such, households under
60 may be proportionally more renters
than households aged 60 or older,
but this may be not reflected in the
rate of growth in the number of
renter households.

If these conditions are met, the
growth in renter households between
2016 and 202I could easily exceed the
growth observed between 2011 and
2016, which represented an addition of
about 5,000 households. The increase
would be primarily supported by
households aged 60 or older.

As for homeowner demand, the
increase in the renter rate (and
decrease in the homeowner rate)

%
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among young households will result

in a decline in the number of new
homeowner households under 60.
However, this decline would be
totally offset by the growth in

the number of new homeowner
households aged 60 or older. Based
on the original assumptions, the rate
of growth in homeowner households
for the period from 2016 to 2021

will be similar to that for the previous
period, which represented about
3,600 households.

Two main uncertainty factors remain
for rental housing demand: the
growth in the renter rate among
young households and the rate of
condominium ownership. First,
rental housing demand is effectively
sensitive to changes in the renter rate
of young households. If this rate is
lower than expected, this will cause
the number of renters under 60 to
decrease and the total number of
renter households to increase less
significantly. Second, the growing
popularity of condominiums could
moderate the return to renting of
households aged 60 or older wishing
to downsize but remain owners.

In fact, these households could opt
for a condominium rather than a
rental dwelling. If either of these
two uncertainty factors persist, this
could limit the overall demand for
rental housing.

Conclusion

After reaching a low point when
households are in their fifties,

the renter rate starts rising again
after they turn 60. In fact, some
households from the first cohort of
baby boomers and their parents have
opted to rent. This suggests that a
good number of households return to
the rental market. The second cohort
of baby boomers will be progressively
turning 60 over the next 10 years,
and the trend indicates that many of
them will go back to renting, as well.
While these baby boomers have a
lower renter rate than their parents
did at the same age, their significant
demographic weight will maintain and
even increase demand growth rate of
rental housing.
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ENDNOTES

The 2011 Census was replaced by the National Household Survey (NHS).

Hou, Feng, Homeownership over the Life Course of Canadians: Evidence from Canadian Censuses of Population,
Statistics Canada, Social Analysis Division, Catalogue no. 11FO0I19M, No. 325, June 2010.

Statistics Canada, Census, 1991 to 2016.
Hou, Feng, June 2010. Op. cit.

CMHC, “Demographic Change and the National Rate of Homeownership, 2001 to 2006,” Research Highlight,
Socio-economic Series 13-010, December 2013.

A strong increase in the renter rate of young people aged 20 to 39 was however observed between 2011 and 2016.

While migration flows may have an impact on the increase in renter rates, this impact seems negligible. Neither the
exodus of retirement age households nor the migration inflow of renter households is sufficient to account for the rise
in renter rates among households aged 60 or older.

Single-detached, semi-detached, row or other attached houses.

In the Gatineau area, about 80% of houses have three or more bedrooms, while 80% of apartments have two or fewer
bedrooms, according to data from the Statistics Canada 2016 Census.

10 Hou, Feng, June 2010. Op. cit.
I This rate should be less than 29%.

12 Households aged 60 or older accounted for 29% of all households in 2016; this proportion should rise to 34 % in 2021.
Source: Institut de la statistique du Québec (Perspectives démographiques du Québec et des régions), reference scenario.
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CMHC HELPS CANADIANS MEET THEIR HOUSING NEEDS.

Canada Mortgage and Housing Corporation (CMHC) has been helping Canadians meet their housing needs for more
than 70 years. As Canada’s authority on housing, we contribute to the stability of the housing market and financial
system, provide support for Canadians in housing need, and offer unbiased housing research and advice to Canadian
governments, consumers and the housing industry. Prudent risk management, strong corporate governance and
transparency are cornerstones of our operations.

For more information, visit our website at www.cmhc.ca or follow us on Twitter, LinkedIn, Facebook and YouTube.

You can also reach us by phone at 1-800-668-2642 or by fax at 1-800-245-9274.
Outside Canada call 613-748-2003 or fax to 613-748-2016.

Canada Mortgage and Housing Corporation supports the Government of Canada policy on access to information
for people with disabilities. If you wish to obtain this publication in alternative formats, call 1-800-668-2642.

©2018 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.

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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