ADDITIONAL COUNCIL AGENDA

WEDNESDAY, November 14, 2012

12.

14.

CORRESPONDENCE

(a) Information Items I-1-1-7

1-7 A letter dated November 1, 2012, from the Mississauga Real Estate
Board opposing the L.and Transfer Taxes.

Receive and refer to Budget Committee for appropriate action

BY-LAWS

B-12 A by-law to authorize the execution of a Servicing Agreement, a
Development Agreement and other related documents between AMACON
Development (City Centre) Corp., The Corporation of the City of
Mississauga, and the Regional Municipality of Peel, north side of
Bumhamthorpe Road West, west of Confederation Parkway
Owner/Applicant: AMACON Development (City Centre) Corp.

Resolution 0046-2005/March 9. 2005
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November 01, 2012

Mayor Hazel McCallion
Office of the Mayor

City of Mississauga

300 City Centre Drive
Mississauga, ON L5B 3C1

Dear Mayor McCallion,

I am writing to inform you of the views of the Mississauga Real Estate Board (MREB) with regard to
a Mississauga City Council potential request to the provincial government for additional taxing authority,
specifically a municipal Land Transfer Tax.

Our City's economic competitiveness is a priority for MREB. Representing 1500 Board Members
and 4000 REALTOR® colleagues in Mississauga, MREB Members have helped to create jobs and stimulate
Mississauga’s economic growth for 58 years; MREB Members and healthy real estate markets are
fundamental to Mississauga's economic vibrancy.

The Board, its members and home owners understand taxation is necessary for quality service but
when poorly designed, it can have detrimental and unintended consequences and be unduly burdensome.
Such is the case with a municipal land transfer tax, which we believe will create a drag on economicactivity,
impact real estate markets and reduce Mississauga's competitiveness. For this reason, MREB will not be
supportive and will advocate against legislation or proposals that would allow for a municipal land
transfer tax in Mississauga.

Public is Opposed to Land Transfer Taxes

Recent polling conducted by Ipsos Reid, for the Toronto Real Estate Board, shows that the public
in Toronto and across the GTA is overwhelmingly opposed to municipal land transfer taxes. According to
this poll, 77 per cent of “905" residents planning to purchase a home, in the next two years, indicated that
they are more likely to purchase a home in the "905" to avoid paying the Toronto Land Transfer Tax.
Interestingly, 74 per cent of Toronto residents planning to purchase a home, in the next two years, indicated
that they are more likely to purchase a home in the “905" to avoid paying the Toronto Land Transfer Tax.
Clearly, not having a municipal land transfer tax gives the City of Mississauga a competitive advantage in
the GTA.

Economic Analysis Shows Negative Impact of Municipal LTT
For your information, | have attached a copy of a recent study by the C.D. Howe Institute, which

analyzed the impact of the Toronto Land Transfer Tax on Toronto's real estate market. According to their
analysis, Toronto’s Land Transfer Tax has dampened home sales by an average of 16 percent, with
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the greatest impact felt by homes below the median price, meaning lower income households are
impacted the most.

Every Lost Housing Sale Costs Jobs

Research conducted by the Altus Group, found that every resale housing transaction in Ontario
generates $40,350.00 in spin-off spending on things like moving expenses, renovations, furniture and
appliances. A recent polt conducted by Ipsos Reid found that 51 percent of those who recently purchased a
home in Toronto said if they had not had to pay the LTT, they would have spent that money on home
renovations or to purchase fumishings or appliances for their home. This type of spending is critical for
Mississauga's economy and it creates thousands of jobs. In fact, according to this research, approximately
4,000 Mississauga jobs rely on spending from re-sale housing transactions.

Lack of Public Consuitation

Unfortunately, MREB was not consulted prior to Mississauga City Council's recent consideration of
this issue. This is a crifically important issue for Mississauga and as such, MREB respectfully requests that
City Council consult with REALTORS® and the public prior to any potential future consideration of this issue.
Mississauga residents and businesses should have an opportunity to comment on such an unprecedented
issue for cur municipality.

We hope you find our views helpful. We would welcome an opportunity to discuss the issue with
you further.

Sincerely,
AUGA REAL ESTATE BOARD

Faw
President

Ce: Mississauga Coungil
City Manager, Janice Baker
City Clerk, Laura Wilson
MREB Board of Directors
MREB PAC Chair, Linda Pinizzotto



”S'tu'ck in Place:
The Effect of Land
* Transfer Taxes on

HOusing Transactions

Municibdlities across the country should beware the exemple of Toronto,
where the imposition of & land fransfer tax depressed halssing sales
by 16 percent, raised relocation costs and reduced househoid mabifity.

Benjamin Dachis
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THE INSTITUTE'S COMMITMENT TO QUALITY

ABGCUT THE C.D. Howe Institute publications undergo rigorous oxternal review
AUTHCR by academics and independant experts drawn from the public zad

Bexjannzy DacHis
is 2 Senior Policy Analy The Institute’s peer review process ensures the quality, integrity and
at the C.D. Howe Instinute. objectivity of iis policy research. The Institute will not publish zny

study that, in its view, fails to meet the standards of the review process.

The Institute requires that Its authors publicly disclose any actual or
potential conflicts of interest of which they are aware.
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Fiar Poschmann
Vice—Presidens, Research
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d municipalities across Ceneda levy Land Transfer Taxes (LT Ts). Among them,

MNumercus pravsn £es an
alongside province-wide LT Ts.

Toronto znd Mentreal have recenﬂ}-’ introduced municipa! LTTs that appl

n.ﬂl

An LTF is ach drg ':f_ﬂ tc  tunicipality or provincial government, upon the sale or wansfer of real estate
"Is czn be expensive, and make up a significant portion of the expenses

&
zry housing transactions, making moving more costiy.
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ntos L1 ln Saekmg to isolate the effect of Toronic’s LTT on household mobility,
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cent decrease In saies volums. lﬂe effect of the IT'T on transactions
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varies by house price, with the largest effect on homes in ereas with resale prices below the median market
szle price. Because the LT'T reduces the incendve to move, the LTT h resulted in more Toronto residents
choosing renovations to their current homes 45 0pp G;ed o reiocating,

Ihe higher transaction costs, owing fo the IT7]] may cause some househoids to tolerate living i ill-suited

an

27 they wo ;ic‘: have otherwiss d gired. Other potential effecv of LT'Ts include

homes for longer th
e market distortions, and higher coastruction costs.

commercizl real estz 5,

EOVEIn: ment reven

ts other revenue-raising tools, and
overnments that impose an ETT

CI: Homse Institniz CommantarvS is = pe"‘GFLC analysis of, and commentary on, cwwent prh‘. policy ssues. Bany Norris and
James Fleming edired the manuscript; Yang Zhao prepared it for publication. As with alt Institute publications, the views

essed here ace those of the zuthor and do not necessarily refiect the opinions of the Instituce’s members or Board of
Directors. Quotation with appropriate credit is permissiblz.

owe Instirers, 57 Yonge St, Suite 300, Toronro, Onraric MSE 1]3. The

To order this publication please contact: the T.D.H
fult text of this publicstion is also availabie on the Instituie’s website ar www.cdhowe org.
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Six provincial governments and some municipalities collect land
transfer taxes {LTTs) of various rates and designs. The City of
Toronte’s LUTT is the newest and perhaps the most politically
contentious example, and offers a window through which to
d_riﬁ_hr z¢ the impact of LT Ts on Lhe real estate marketand the

pehaviour of homeowners.

months of existence H’ estimating the long-term
effect of Toronto’s IT1 The analysis shows that,
from 20508 E‘ﬁough june 2012 (that is, even through
the most recent real estate boom), the number of
real estzte transactions was r‘du:er_l by about 16

percent ir ?s*onro relative 1o sales elsewhere in the
—

Crester Toronto a; that the mo fs‘:oroi_m_

affect onthe m Ekf: was in zress with relatively low

e

T
sales values; ana thet homeowners chose t renovate

their homes rather than w© :incaf;e

estimating the f‘nseq*._ rces of Torontos LT I
on housing s-z_ies, but the requction in sales might
reduce Fsufiﬂol obiiity in Toronto. In turn, the

tUre suggests that reduced

ht increase unemployment in places
with an LT, starve Srms elsewhere of employees,

deter workers from switchiﬂ—r to more productive

- g h:)mes pEiiEé jobs, and result in homeowners keeping homesg

id rednced they no longer desire (Hilber and Lyytikdinen
the average sale price in i_ T ronto by 1.5 percent 2012). Further, T ergue that 2n IT'T alse might
i "Y"S ZH 2 have a number of cther economic downsides. First,
orevicus studies because it is 4 narrow transactions tax, an 111

T in its first eight distorts residentigl and comrmercial real estate

thank Robbie Brydon for providing information from the Census Public Use Microdata File on movers in owner-
occupied housing, and Gilles Duraaton, Chrisdan Hﬂber, Alex Lzusin, Finn Poschmann, Robbie Brydon, and many
anonymots reviewers for usefil comments on eartier drafts. I remain responsible for any errors In this analysis.

Dachis, Duranton, and Turner {2008, 2012} find that the LTT led to 2 decrease in propesty prices of shout the same

megnitde as the tax The LTT was thus mmediately capitalized in Toronts house viluss.

b



kets, Second, Bike retail sales taxes, an ITT
might cascade through the construction and sale
e projects, re~mung in higher costs

1

for hornebuyers and fewer transzctions. Third, the
revenues from an LT'T are 11_-‘,3 Iy volatile. Finally,
an LT'T is a week tool with which to curh volatile
housing marksts, 2ad policymakers should rely
instead on broader housing market tools to curh
house price fluctuations.

For the same rezsons that many provinces have

Tep; ced distortionary retail sales taves with broader
based value-added taxes, so oo snomd provinces
revise their LT'T’s configurations zlong the lines of

vzlie-added taxes such zs the HST. Municipalities

iike Toronto and Moneal should consider repla

broader based property taxes.
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three provinces collected an estimated 82.4 billion
in IT'T revenues in fiscal year 2011/12. New
Brunswick, Newfoundland and Labrador, and
Prince Edward Island each levies a flat rate ITT
anging from §.25 percent to 1 percent of the value
z home?

T romnto, under the m
Toronfs Act, 20056, 1s the

y of Ontario’s City
qf—
in Onrario that has
own L 1. Meve
City Coundil matrowly defzate
implementation of an ITT :
defer a decision until Oc*ober . In respomse,

the mayor announced emergency icipal
s=f"icbs_ City Coundil did approve the IT'T scheme

ctober, however, and the tax took effect on 2l

saies :;‘xecﬁvﬁ February 1,2008.7 The top marginal -
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TAND TRAMSFER ;AKEC N CnN%D% raie is 1’:’ I'L!}f._hEV'E_'?PQiEhOﬁSEa{?CTfE

£400,000. With 2 top provincia! and municipal

N‘TTJ_’EE}.’OJS FICL 25 arci mun;ciﬁﬂf_ies HCIOSS CQITle'_-'l & 'ﬁr"ﬂiﬁ rate o 4 nﬂgcﬁfh lgrgﬂtos _L’TT

Canada levy ;T—*Ti zmong them Toronto “é is tied with that of Phifadelphia a5 the highest top- -

Montreal, which have recently introduced punicipal  sramio 7y rate in North Americs t\Dachis} Durant-on,

LTTs that apply alongside province-wide L’_‘TS. 55 and Tarner 2008).% Tn 2011, Toronto collected 5319

the provincial level, British Columbis, Manitoba, million from the LT'T, representing 3 percent of

Nf—'?? _‘flli 5’"\71;}.{ -%‘!rg‘ﬁf '1‘.'.'}1321{:1 4G L‘Eibfa’ic;, Tl";?.‘[ :}r_g‘r’s oper ng Judg-gi_

and Orntaric, and Prince Edward Isiand all levy an In Quebec, municipalities are required to collect

LTT Britsh Columbia, Manitoba, and Cntaric dutics on the transfer of property, with a top

have Progressive rates on Tansaction vatues, with pre vinciglly mendated m Luarg"la‘i rate of 1.5 percent

the lowest rates 0f 0.5 or 1 percent applying on for homes wi Lh value of over §250,000. Starting in

thz inttial! value of the transaction 2nd with a tof Ig_-:i_gf‘, 201 O Montres! inrroduced two additional
marginal rate of 2 percent {see Table 1). These

2 Alberra and Saskatchevwan levy lard title ransfer fegs instead of = tax. At an effective rate of 0.02 percent, the Alberm
amount is econcmically 1 ms.g-ru-canh, however, the \./ES!\QIE}' zn rave 15 0,30 percent of the pwrchase cost of 2 house, For
details on provindial raves, see b Ly./f'ﬁr'\ﬂrL’E‘ra.*EHLu,CEﬂ‘L'J.’J—EE_JlbF r-iEx. ’

3 Some sales in the frst month of the existence of the UT'T were not subject to the tax; see Dachis, Duraston, and Turser
{2088) for 4 e*’aﬂs Rebates of the city’s LT'T are given 1o frst-time homebuyers if the value of the puschise s undes
8400,00C; rebatss of the provimal UT'T are given to first-time homebuyers i the value of the purchase is under 5227,500.

4 Renjemin, \_,otilso-x and Yang {1993} find that properties located within Philadelphia and subject to that city’s LT'T

declined in vatue relative to properties outside and that the decline was much larger than the rax increase; Howav
exzmine the effect on trapsaction volumes or mobility A Europear stedy of 2 tax in the Netherdands similac

7 Ommeren and Van Leavensteiin 2005) suggests E"'].EU' an

decrease mobility by & e0 19 percent.

thEu

ITT-equivalent tax with the seme rate would

isl
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j LTT Rute by Sale Falue (S)
j j i ? 1w 30000- | i ]‘
1 0-53,000 | 0.5% 0-55,000 1 0.5% | 0-200,000, 1.0% sonp | 05% 0-50,000 | 0.5% 0-50,000 |0.5% |
! ! ; ’ i
: i { B |
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‘sooo00 | TO® 0 asgpgp [ TO% (2000001206 iisanee (1% asopes [MO%® 0 |aspges |TO%
! . 250,000- ’ 150,000- | 250,000-
H ¥ ta ( ? Faf
400000+ [20% 1 nooen | 5% , 1200000 |1°%  soooop (1S% {250,000+ 15% [
] ' i ! H
) : 0 i ] : 500,060~ ;
| | 400,000+ £ 2.0% f 200,000+ |20% {064 009 | 20% |
1 !
| 1,000,000+ | 2.5%
i : | — . i H : ;
Estimated Total Reyerues Colfected (8 million and fiscal year)
; l I
319 (2011) [ 1,412(2011/12) | 935(2011/12) | 63 (2011/12) 100 (2011) i Datanot available

! bracket for transactions  allows federal tax flers to deduct taxes peid for
al's total 2011 revenue the regisiration or transfer of title against their
$100 million, representing 2.7 taxable income. By reducing the after-tax cost to

rers of an L1 — along with aay other

t¥'s total revenuss thar vear
a

uch as some municipalities in Nova  cost of purchesing a home — this tax deduction
special ETT. Winnipeg, which creates tex room for provinces and municipalities
authority to impose an LT T, has o impose an LT'T, as some of the cost of an LT'T
would reduce federal tax receipts. The Department
=deral government doeg not of Finznce estimsztes that the total tax revenue
levy an DI'T, its vax policies do have an effect cost associated with deductible moving ezpenses ~
on the incentives of provinces and cifies to levy tax revenues that the federal government forgoes
one. The federzl government provides eo income because of the deduction — restlted in $135 million
tax deduction for individuals who move ar lesst less federal revenue in 2013 (Canada 2012)°

40 kilometres closer to 2 new place of work

5. In the 200% budget, the federal government mroduced the First-Time Home Buyers Tax Credit, which gives federai
taxpayers & tax credit of up to §750; as it applies to taxpavers no matter which ciry they Bye i, it does not affect the results

in this Commenzary.



LAND TRARNSFER TAXES, HOUSEHOLD
MOBILITY, AND LABOUR MARKET
ADJUSTMENTS

A important part of the hypothesis prﬁsentaé in
this bﬁ?’??ﬁleﬁrﬁj} is that transaction costs affect
residentizl mobility; eccordingly, using the number

f housing transa cticns as 2 proxy for houspl old
mobility, one can exzmine the effect of Toronio’s

LTT on mobil ir_ It must be admittzd, howsever,
1 ¢ salss are a0 imperfect PIOXY for mobitity
becauss sale;. could be undertaken by mvestors
or landlords, rather than by owner-occupiers.
Mozeover, homeowners could circumvent the LITT
by renting out their previous home rather then
seiling it {Hilber and E_.Wﬂ._'ff.u en 2012). As weli,
se sales also limits

pp——— e, s o am r
eramining transacticns of hoi

the analysis to measuring the potential effect on the

for
{CECLy) .est::.matcs that, i 23@7, befors the
Introduction of Loronto’s DT, average totzl housin
rarsaction costs — real sstate agents fess, lzwvﬂss
fees, existing transfer taxes, and s0 on — amounted

0 7.8 percen of the average property valug in

Canada {(Andrews, S4nchez, 2ad Johansson 2011%
The azié:‘:.:m of Toronto’s ITT, which had an

average rate of 1.1 percent for the average szle price
esale transactions of $46%.000 in that city

§ 'Ihis estimare assumes that other tmansaction
Canszda. However, because properiy values 1
costs a5 a share of the total property vah

I

it

iixed, not a percentage of the szle value. This

increzsing by more thao 14 pereent,

wy

uggests that the LIT

Whether such resnits of a differential effect based on the type of
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Mobility end Tazes

In the United Kingdom, a “stamp duty”levies =
gressive transfer tax of between 1 and 5 percent.

A study of the stemp dury (Hilber and Lyytikiinen

2} finds that the main effect of its economic cost

is to restrict the ability of households to find the

e in a particular labour market,

b
(=]
—

rnost suitable hom
ather than on mobiity berween labour markets.”

=l

;:‘1

e stamp Guty Is similar to an LT in all bur one
m}penam respect: mnstead of applying progressively
higher rates to the portion of 2 sale price above
succeeding thresholds the entirs value of the

¢ the higher rate. This results
ate on houses
WEET: 4 J. PE cent t2x
znd & 3 percent tzx. By comparing the mobility
rates of households with self~assessed house values
stightly above and below this threshold, Hilber

and Lyytikiinen {2012} find that 2 £5,000 increase
in the stamnp duty reduces housshold mebilicy by
around 30 percent. They also find, however, that this
result is abmost endrely driven by moves of less than
10 km — likely those households that move inic

iransaclion 1s ualect

iaavenpg ;ﬁﬁleif clive tax «

different types of homes within the same labour
merket. : :
ESTIMATING THE ETFECT OF
TORONTO'S 1TT

poterﬁ al determinants of"fends in the city's real

estate market, I use 2 uniquely detailed dataset of

tion costs as & share of property value are the same in Toroato as in the rest of
Toroate are generally above the national average, the tota! of other transaction
S i5 hlcplx lower in Toronto than natonally because some transaction costs are

resulted in transacton costs as a share of the transaction

fmove is also true of Toronin's DTT 35 an issue that muost

aizn for funire research that is able oo tack individual movements, not Just house sale counts.

TR
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resale housing transacrions: sales of single-family’

freehold houses — primerily composed of detached,

semi-detached, end row towshouses — listed in
the Multiple Listing Service (MLS) and soid
berween january 2005 and June 2012 These data

cover z large share of the overall housing market

1inite ore ofien o rmmide b develnmers ond
units ere often sold direcdy by developers and
not included in the MLS data Further, it seems
rezsonzble to expect that condominium sales

— which have z lower sverage value than single-
dwellings to be bought by firs

123 - .
although to my knowledge there zre no daia
evailable to confirm this,

Methoadological Considerations and Assemptions

g . 1 1 ey E; oyl e
market trends snd Iocal real estate markst =ffects.

sconomic cycle, particulariy in the housing marker,
between 2005 and 2012 Housing prices and the
level of transactions in the oversll market rose
between 2005 and 2007, only to fall quickly in
2008, followed by an sven faster rise starting in

o isal

regions that faced stmilar economic conditicns angd

and others were not. In practice,
5 g at housing szies in small regions
along the border of Toronto. To test the effect of the
I compare the changes in the oumber of real
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o

similar arezs of Toronto that straddle the border of
suburban municipalities. By comparing the changes
i ezch ares before and efter the introduction

f the ITT, I estimare how the pattern of real
estate transactions changed n merkets that could

be expected to show patterns similar to those of
rkers but for the introduction of

b
0
oy
;
2
g
5
o
1_]

More sperifically, I isolate the analysis to 30
“forward sorizton areas” {FSAs) — postal delivery
arezs that describe an exact area of a dty — that

Junk

directly rouch Toronto’s border {see Figure
for detzils, and the Appendix for the seasons for
; these pardicular FSAs). This approach is

~

sirnilar to that of Dachis, Duranton, and Turner
'l

detail to identify srecisely the distance of sach
al sstate transaction from the Toronto border

Svsiem sofoware, while T define the distance to the Toronto

s that directly run along the Toronto border would provide

8 ke methodology I uss is known 25 a spatially reswicred difference-in~difference estimare.

Y Investors or landlords whe puechase condominiums aad do not occupy thern s their principal residence within aine
mogihs of purchease are not eligible for a rebats. The estimaies of the share of condominium units purchased by investors
rasges from as low a5 15 percent to as high 35 60 percent in some new buiidings (Hogne 2012). 1 was unable to discera
from the dats whether a condominium was purchased by an fovestor or 2 principal resident.

13 The two major meihodelogical differenices barween this Corwmensary and Dachis, Durasron, and Turmer (2008, 2012) are,
first, instead of using the count of the number of transactions per month per postal code, a5 they do, I use the count of the
sumber of transactions per FSA per month; second, they calonlate the precise distance of the centre of eack postal code
from the Toroato border using Geographical Informeton 5
border based solely on whether 2 FSA abuts the border.

it level of geopraphical decail, such: as using onty postal codes that

fRviw)

=

9
*
Eel'
i
gu

gree of cermzinty. However, this approach would provide few real estate transactions to compars.
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methodology rests on the assumptons that:

*  thers wers ne other important 2nd unobserved

changes in real estars demand in Toronto relative

to other murdicipelities in the GTA;

B
7
p
E.
=)
e

X

ies in the study arez sxperienced
similer trends o housing demand;

= all municipalites in the GTA face the same

Lehe 77T

= the Introguction of the LT'T was sudden znd not

anticipated by buyers.

Let me examins these zssumptions in some detail.

for the potential effect of such divergence, 1 added
a proxy for the average totel residendal property
i i 1 : linan FSA in

Bat not others — such as increases io service
capital investments, or changes in the
demographic characreristics of neighbourheods —
the effect of these changes might be confounded

) P - L |
with the estimate of the efect

-+

o
¥ [ 1 T oo - =T
relzted concern is that locs! real estare markets

-t
i

might have changed in some meanner because of a
e

location of

location-specific and for which the analysis cannot
centrol, ¥Where thoss amenidies do not change

L)

over time — such 2s the location of subway station:

highways, or other fixed amenities ~ one can contro

for the inherent desirability of a neyghbourhood by

comparing changes is sales per FSA over tme.
Trends in housing demand: A related change that-

might have sccusred on one side of the border

ut pot the other is an incresse in new residential

ot
»

L]
—_

ezl estate investment, potentially resulting in
hiouseholds’ buying new units — for which I do
kouseholds are better able to buy new housing
units on one side of the border than on the other,

this would zffect the resnlts. In reality; however,

r trends in outer 1oronto znd suburban
municipalities; moreover, new construction of low-

rise housing — including, by definition, single-famils

resale low-rise tnits along both sides of the border
(see Figure 2).* These factors fusther bolster the
case for oot analyzing condominium sales and for
isolating the study to low-rise dwellings.

2 Based on published municipal vax rates, between 2003 and 2012 the amount of manicipal property taxes duc per house —

Gsing average sale price, not assessed value — in the F5As bordering Toronro increased by 34.4 percent in Vaughan, 338

percent in Mississaugs, 29.7 percent in Toronro, 356.1 percent in Pickering, and 46.6 percent in Markham, This is onlya -

proxcy of property taxes due, a5 the actus! amoust paid will depend on the assessed value of a house.

(=%
L

This is known as 2 spattal fixed effects model Allresults I p

esent in the main text use F3A fored effecrs. See che Appendix

for a discussion of difierent specifications. In the Appendix,  show that the potential effect that the construction of 2
new subway extension to North Toronto would have on sales is negligible. However, if demand for Iocarion-specific

a

1 s

| TTT &

characteristics bas changed over time since the introducdon of the ITT, this might affect the analysis.

5
1

2 priori reascn (0 belisve thus new housing development in suburbar
in gny different way then in cthe City of Toronto, as levels of develop

14 Data on new housing development 22 the FSA level were not zvailable at an affordable price w the author, but there is no

n municipalities is spatially concentrared on the border

rnent on each side of the border are roughly similar.
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Toronto Low Rise Resale Toronto Low Rise New Build

Changing real estate tastes and rostrictions on
the development of agrienitural and green space

Toronto, pechaps at the exp

in d OWLLoWH -
of demand for suburban, single-family housing.
Bt any porentizl real estate shock that affected

4K

der I on both sides of

demand equaliy in border FSAs 0
= Toronto border - such as 2

fo:f living downitown at the expense of the suburbs -

surge of demand

..‘.

- W’suld have no eiect resented
e, However, the « affected by
changes in the kinds of buyers ‘=Jho pur ﬂh se homes
d to the other in

o one side of the border as oppos

Q

response to the LT'T — thatis, th

are more likely to

maoved to suburban cities to avoid paying the tx
muitiple rimes.

bemez"ﬁ! real estatz parferas: Real e

5 particular 333.3\)?31 trend, with 2 st

: sales dm.ng summer months. I zccount

clocate in the future might haw

state saies

ignificant

L

upswing in
for this seasonal pattern, which holds in all GTA
nunicipaiities, by using season or month-of-year
controls where appropriate.

The unanticipated LTT: Although legislation
granted Tercnza the power to enact an ITT, it

ain If the city would chooss to do s
pose other taxes. Indeed, the ETTs

rather than ic
initial defest at Cﬁr Council might have mede
its announcement in October 2007 2l the more



RERIGN

'E C.D. HOWE INSTITUTE

unexpected, 2ad residents had only z Bmited
window in which to adjust their behaviourin
on: of the change. It is aml_rl}’ that many

laee 2007

2nficipal
} 1 s€ to bring forward

. 1
households cho
i

housing purchases they had is zeqd ed to maks many
years later, such as i 2011 or 2012,

Emypirical Resul

"The enalysis shows, in short, that the LT'T has caused
2 permanent reduction of housing transactions

in Toronto, and that the efiect has been most
significant on households in areas with the lowest

siectof the ITT

=

cedd sales: By isolating ¢

and aar:s__ng Eudl;;ﬂ"‘ al cm‘rtrols for the natural
52385 £, EVErage Louse
d:aract ristics in cach ¥ b&, g;feue:'tv f?.qc‘sj and

percent decrease in
5 B zsed on the number
rses in gl ufTOfoJ_Lo

l'l'l

=+
(%]

ordinary least squares regression. [ caleuiaes
reditction of safes o
between 2005 aad 2012, See the / Appendix for derails,

Drachis, Duranton, and Turner {2008, 2612} similarly find

i

Fom, 4T

This is the percentage change using the prefecred regression specification of sales per FSA per month in
ed the percentage change in sales by dividing the estimated cocfhiclent of the

{-3.9 sales per month per F8A by 25, the mean mumber of sale

thar sales per postal ©
sight momnths of the existence of the ITT, resulting ia abour 3,500 fewer si -Efe-f

10

This effect should logically extend to other
parts of Toronto’s real estate marker, Although my
estimates are based on single-family housing sales
tong the border of Toronte and its su
ax-induced gap between whar sellers are willing to
ccept and what buyers are willing o pay applies
equally 1o salss ﬂlrouglrmu Toronto, not only to

.|

urhsg, this

l—f

‘]

=@

¥

tho ﬂaﬂg the border. The conclusion that the
LTT reduces transactions applies equally to the
border of Toronta and to downtown Teronto;

however, it is impossible for such an anzlysis to

disenrangle the effect of the LTT from underlying
trends in a market like downtown Toronto's
ket, whers there is no co:nparab le

arke

condominiam mar

real estate market that is not sublect to TTTL

The =ffect of the II'T on transzctions also varies
verage neighbourhood sals price. In sepaa‘mz

FSAs into those where the average valus of

old is exther above or below the m*dzaﬂ

.d
“g&&
; 4]

H
9
(f-\

P

[
2
]
-
=~
—
oy
%]

price was bel 1_11\,

J .
. iransactions

ki

L.
T

n

"8
18

rice was ebove the
ec1ICHOn

ercent, & 1

uishzble from

i.ua.st‘m

fixed effects

sperFSA D

er month in the GTA
11 by 16 percent in the first
we]lmc sales per vear i Toronto.

Because the condominium market bikely sxhibits very different market characreristics; T cannot estimate the redection in
the number of condominium sales. Excluding these sales makes the estimate of about 3,500 fewer sales in Toronwe ikely

an undersstimate,
Using & comparison of sale pric

[y

above and below the median price, rather than z fired price cutoff, contrels for the

poteniial problern of l{lukﬁug at ‘"s sumber of ransactions of houses sold at prices below or above & fixed price, siace

a generza! irend of houses incressing in value mighr reflect &

the price trend. Using houses 3'00‘»-‘9
twenty-Afth, artieth, and :n..\u.ﬂT

whereas in the first two gqu

respactively, WO

t below this anaual median thes controls for this nor
th pereentiles of house prices in the GTA wers §352,114, 417,053, and $485,227,
arvers of 2012, the equivalert percensiles were $433,835, 8543,315,and £623,687.

fewer homes sold below or above the fixed cutof line due in
el orice change. In 2009, the
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11 - | |
|

1
i
i

! Percent change in tragsactions due to LTT

! Reduction in murber of detached dwelling transactions, 2011

zero, This suggests tift selters of homes io areas to common factors, such as the 2009 faderal

with lower average values are less willing or ame Flome Renovation Tax Credit (see Canada 2009}
to accept sale prices that are affected by the IT'T However, as the 'Y reduces the incentive to move,
than are sellers in areas with higher-value homes. T oronto residents instead might have decided to
Notgbly, this effect is present even though the taxis  renovate their current home to upgrade their Eving

progressive Tmth espect 1o house price. space. To test this, I use detailed datz on renovation

Substituting renovasions for moving: In aﬁiftien permits issued in the outer boroughs of the City of
to z real estate wansaction boom in the CTA, there  Toronto - Etcbicoke, North York and Scarborough
has also been z substantial ém:-’ea 1101::111 I3 - and in the neighbouring suburban municipalities
renovations, both in Toronto an burban from January 2006 through April 20127 use the
mucicipalivies. Seme of this boo*‘z i br be due total value of permits per month in both Teronto

nto provides mformation on the type of structure being built, the type of permir issued, the FSA in which the workis

18 To
being done, and the sstimated construction cost of the project. The permir-issiing process sflows, but does mot unfremally

ared cogpstruction cost of their renovartion. The va;.dﬂ' of the anzlysis hers

require, permit applicants (o report the est

is conditionsl on permir 2pplicants’ not changing the bkelihood of reporting constmction costs after the introduction of

the LTT.
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find that the
nOVEHON

and suburban municipatities. ™ I
average total reported value of hcucmg e
permits per mo ""1 in outer Toronto Incressed
from §636,000 before the inoduction of the LT'T
to 81,420,000 afterward * However, total permit
values also increased in suburban municipalities.
Using the same methodology as above to
disentangle the effect of the IT'T on permits from
overzll market trends, § Aind that total permit value
per month in suburban Toronto boroughs increas
by sbout 58 percent in response to Tl-.. LT {see
Appendix Table A-3 for details).” This represents
about half of the increase In reported i -
2 an boroughs of Toronto, s

rn,.
l:l
r—* -
b
o
n:‘
w

er monih in sebur
ther potential factors a:{p%jﬂ_mg the rest of the

o
increase in renovetion valzes.
_

Sommsary

3z
conssguences of -Eﬂe 1787 on the Toronto housing
marker. I und Tb_at the LTT reduced the number
of singl iily home sales per F5A per month
by 16 ;srrﬁ—ﬂ: thus B 4\,— redu c*r.g household

in FEAs Wlu_'f:z &1 EVErage 52.19 Iice beIGW the vearly

I T
median price. Moreover, Toronis

1250 CCONGnET Cﬂﬂﬁuc_t‘.lﬁﬁx_t Ooring i b o2rs

ot
2

disaggregated permir information. In addition & comparing the value of

permits in Toronto boroughs, [ also rest the efemof the LTT

the city of Toronts as a whole. See the Appendix for details.
20 I also conis! for the number of permits, and permit values, issued during the

strike in Julr 2005,
21 To reach this estimate, T
Appendix Table A-3

take Lhe E;{?’_')ﬂ?.ﬂt of the jc_d."&'_‘!"xf._’f of the sffect of the LT'T on permit ‘:’-Ll

likely to be similar in other jurisdictions that have
imposed such z tax, especially municipalities such
as Montreal that levy a special LT T on top of 2

';r'r"'l"
a £

provincially mandated EI7T.
THE POTENTIAL EFFECTS OF AN LTT
ON MARKETS AND BEHAVIOUR

The existing empirical literature suggests a reduction
in household mobility as a consequence of higher

transaction costs has two main effects on the
economy. First, people might be deterred from

5

taking up jobs fa_'[' from their *pl re af r;sﬂem,s

as0na _bﬂ" commute from their
id, Eughﬂ' transaction costs
mright cause some houscholds 1o tolerate Iiving in
it-guited homes for longer than t'hm. wouid have
stherwise desired (Hilber and Lyytikiinen 2012)
Other potential al effects include government fevenus
vol atm commercial real estate market distortior 5,

and h:g

n-“'

|:rk.

167 constriction costs.

moved in the previous yvear (OECD 2011). Canada
has z high coverzil rate of mobility relative to the

CD average, with 14 percent of Canadians
reporting in the 2006 Census that they had moved

T use the rotal value of permns per moath in all suburban mnmicipalities, as Statistes Ca rrzda does not provide spatially

permits in suburban municipalities to the value of
on permits by aggregating permits in subuwrban boroughs to

period of the Toronto municipal workers

o column 1 of



in the previous year.® In Albertz, the province with
the highest degree of labour mobility, 19 percent of
the population moved in the year prior to the Census.
The m:grauon of workers ffom arees of few
to areas of greater employment opportunities
is fundamental to the process of labour market
adjustment to structural economic change, and reduces
the economic and social harm of unemployment
{see Blancheard and Katz 1992; Beine, Coulombe,
and Vermeulen 2012). At the same time, high
transaction and moving cosis are associated with
ower mobility of workers (Rupert and Wasmer
h- ey also reduce the ability of homeowners
O move 10 greas where local amenities beatter suit
household which, by constraining
ind¥vidual choices, reduces socizl welfare,

l-—

pfeff:ren ces,

TheTax Base of the ITT

=Concmic Cost—
of the tax is

In the case of Toronw’s LT
the excess burden, or deadwei h;i 55 —

axaceru_wefi by the existence of zn LT imposzd by

the province of Ontaric, which will have resulted in

forgone sales by homeowners clossst to the mmargin

of indif; sying in their
.l

ference between moving and 5
L

Tor
3 T - et s -
urrem home. In turn, these forgone sales will have

c
recuced the taxable base of the provincial LT'T, thus
1 +herwise

reducing the LT 7T revenue that might o
have accrued to the province ®
Part of the rezson why the LUT'T is an inefficient
0 2 relatively nartow
xes, applied to the
a2 mupicipzlity in

tzx is because it is applied
o . .

base. hesiden tial property t2x

broad base of 28! properties in

T-7(p)
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& year, do not have the distortionary effects on
mobility or the economic costs of an LTT, which
apphes only on the subset of properties sold ina
given year.?* Unlike property tax increases, which
are highly visible and are paid directly by most
homeowners — 67.6 percent of GTA residents
owned their residence in 2006 and thus lkely P?ij
property taxes - in contrast, only 7.2 percent of
GTA residents moved into & home parchased

that year.

Distordons to Commercial Real Estate Markets

Since Onterio taxes the value of the transfer of
property from one party to another, corporate
mergers and sequisitions typicelly result in 2n
LTT Lability, making commercial transaction
more costy. A further complication is that, in such
transactions, there is no market transacdon of the
cransterred properdes and thereby no clear asset
value on which to assess the tax. Existing property
ssments might be out of date or incomectly
the triue market value of an asset, requiring

tax asse
reflect
zn independent valuation of the property.

The existence of an ITT also impairs firm
restrizcturings. In Ontsrio, when 2 firm transfers
assets between corporate entities — so that final

wnership does ot change — it must post 2 bond
of the equivalent value of the I'T'T due on the
fair market valee tu transfer. Even though the
firm eventually gets the bond back, the carrying
cost of posting the b:m increases corporaic

reswructuring costs. An LT'T 20 affects minor

22 'The OECD does not report the Canadian mebility rzte as determined by Statistics Canada in its internarional compariscn

= oal

of mobiliry, whick suggests that the St
23 See Dachis, D
levied on the sams rax base.
24 Property taxes are

of other forms of saving and consumption, which invokes other types of economic distorSons. 4

wranton, and 1urmer (2608} for a more detailed

not complerely nearal: if a municipality raises property iaxes, people will purch

tistics Canada measure might differ from international date.

discussion of the economic cost of & single versus dual LTT

s¢ less housing and mors
As Dachis, Duranton, and

Turner (2008} wgue, howevss, the econormic losses associated with additional property tax revencs applied on z broader wx

IS L

base are less than those associated with an TT'T applied oz a relatively narrower tax base.
us Public Use Microdara File. The Anest level of geographic d

25 l;_sse estimates arz from the Cen

detail available is for the GTA.
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business transzctions — for exemple, the transfer of
an Ontario property is taxable Lf the identity of 2
more of the

limited partner }*oldu.g 5 percent or

property changes.

The Cascading ofan ITT
Construction Supply Chain

through the

Whern a piece of Iand or real estate changes hands
mulriple times, the LI'T can ;d L; being applied
more than once on the sam ¢ pro Tject — Or On Variatons
process 2nd final

er who purchases

TF its consin

sale 7 Fgr example, 2 ’1“510

vacent land from z landowner would pay the ITT
tt purchase, If that developer then cho

to resell the vacant p o?ef* to another developer

who then builds homes oo it, the IT'T would apph

ar three different stages in the construzction and sal

1

=S
o

]

'lu !ﬂ

L0)]

of 2 home 2nd would eiﬁze; be embedded in
final purchase price for the buyer erresultin a

—

He ke

sale price for the landowner ™

Government Revenue Yariability

An UT'T bas a higher degree of year-over-year
yariability than other major revense sources of
municipalities — generzl property taxes, user fees,
and transfers from government {see Table 4). This
high variability he cyclical naturs
of real estate markers, which makes budger planning
—_ ) <
d by

Fansfer The A, RSS 1999, ¢ 1.5, sections 2(1) and 3

27 ‘This is 2 case of the tv

as Onrario's hg_
the Onta:;o Land Trsn;f.ﬁ' e Aot provides a limie
occupied housing,

28 Seze Dablby Smart, and Dachis (2009) for 2 discussion o

Encounicr

=Y

:‘:d with
T eliminates this cascading rhrongh input tax Tdnﬂ Section 5.2 of
d refund of up to $2,000 on the LT'T due on new

14

rariability is evident from the 62 percent increase in
otal Canade-wide municpal revenues from LTTs

!, tween 1991 and 1992 {the lazgest annnal increase
1988), while LT'T revenues fell by 17 percent

e previous year and by 14 percent three years later.

Et_ [

Effecss oo Real Eetate Specﬂls_tian

pchymzkers cite for wanting to
0T is to curb real estate market
aﬁsﬁ. and thus reduce the volatility of house
wever, although higher transaction costs
might reéuce such price volatiity by reducing the
ns, this effect 15

number of speculatve transzctio
relatively small compared with that of other factors,
such ag banking supervision (Andrews, Sénchez,
and Johansson 2011), Andrews {2010) compares
the efen of the equivalent of a three-percentage-

point incresse in average Tansaction coOsts —
£PPIO; ,_'m'i:ei}' three times tlw size of Toronto’s LTT

D CoL "‘friu-,

orice volazifity in

— on house T
relative to the cifect '“T_&'-*f poh’" tools.? He

1 .

finds that such an increase was about Gwo-thinds
as effective in reducing year-over-year house price
volatifity 25 mcreasmg the OECDYs measure of
ision stricmess from the OECD
-1990s to the OECD average it
se in

banking super

i

average m the
.

2005 Forther,z x_hfe—aementage noint-increg

wransaction costs was less effective at curbing house
price volasility than a similarly sized increase in
the responsiveness of housing supply to increased
d&mﬁ:‘_ﬂ or a decrease in the maximur loan-to-
ortgages. These findings suggest

SR TS
Vailie refio O

and related Ontaric Regularion 70/91.
b older retail szles taxes, now replaced by valus-added taxe

ewly consmucred owner-

of the market condificns that would result in homebuyers or

RANIGUWTISIS E_Lm I -ECG_IUETL,C i:z:[ ERRCE G; 2 TANSACTOoN =
land: be the i tr. tion tex.
2% Andrews {2010} measures house price volatilicy as the standard deviation of aonual real house price growth gver five-year

blocks.
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[

J Land transfer taxes I 0.5 017

i !

|

; Business taxes | 0.6 0.15

b

Sales of goods and services 16.0 0.03

Transfer reverme 138 : 0.11

f |

! Property taxes : 300 0.05 i
)]

that, if the goal is to cwrb house price volatility,
policymazkers should rely on broader policy tools
v ) -3

RECOL“MLNBﬁxTIL NEAND
CONCLUSION

Residential property taxes provide z more reliable

o

)

markets. Therzfo r\,,T Fesetiel sho“?ﬂ' iml i Lse]- o

LTT with a revenue-cguivalent property tax £='v&-
Al

prcvmc.aﬁ 5avemi_nmt" thatimpose an LTT
should find ways to reduce the cascading cﬁ,a of
the tax, such a5 through replacing the TTT with

. - - i
revenues from 3 broader value-zdded t2x.

(e
[
—|

In making this rec

conbnin

ts traditional revenue-raising tools and replace the

Eeplace Municipal Land Transfer Taxes with a

Property Tex

s LTT d replace lost

Toronto should repeal
revenue by increasing its resider
which it hes fiscal room. Iﬂcha. a5 Bixd, Slack, and
Tassonyi (2012) show, Toronto has the strongest
ability of any GTA municipality to incresse
residential tax rates while | mr’eacj_rzg FEVERUSS,
Similarty, Moantreal should repeal its additional
LTT on house s2les zhove §500,000, Quebec

5'-9‘."5

hould no longer mandate that municipalities there

2l property tax, for

32

collect an LI'1, and municipalities in Nova Scotia

also should repes! their ITTTS.

Improving the Harmonized Sales Tax

All provinces that stili levy and collect revenues

ommendation, however, [ am not unaware of the potential economic harm of increasing taxes; T am merely
1 I

fining the discession w looking at a stitic measars of revenue elasticity with mspect to residential property tax rates.
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om zn LI 1 — British Columbiz, Manitoba,

zrio, New Braonswick, Newfoundiznd and
ould

om

.ﬁ_br doz, znd Prince Edward Island — she
elirniniate their
1ese provinces replaced thei

L

':l“

r IT'Ts as currently designed. Many of
cutdated rerail sales

taxes with an HST becauss the former tex caused 2

tax-cascading problem similar to that of the LTT.
vited rebate on the

Although Ontario provides a lim

i TT

ITT homebuilders pay, the rebate is not indexed

to inflation or to house prices and rhe amount is

now only 2 fraction 0of the LTT paitl throughou

the homebuilding process, A value-added tax, in

contrast, would eliminate the

through fn :ar'"r‘z_:tzou hain 'v“la mpﬁt tax credit

while retaining the L
+ 71
the end buyer of the ;-ew‘aml ing,
Stnart {201Z) argues that an upﬂ COTISU
1 - az .
oy 'I‘lﬂ Jad

2% on housing would levy a similar vaiue-

-

recorak keepﬁb Ve
A more PZECT_!{_ st epproach would be for
provinces to replacs the r

evenues they would lose

—
LAl

from eliminating their L'T'Ts with revenues {rom
eliminating the existing preferential HST treamment
on z number and other goods and services, such as
groceries, or sales from public sector bodies.

Finally, LTTs create an incentive for firms o
erganize their property ownership and transactions
so s to avoid paying the tax, while a more broadly
-added tax would be neutrat with respect
to these property reorganizations.

In summary, Toronte’s ZI'T offers 4 unique
est case for estimating the conseguences of a

o

K|
baged value
,

T'r"r

ousing iransaction tax o houscholds’ propensity
to *el&.a.e The analysis I have presented in this
é_;am’;z’rfg?:y shows that the TT'T has Substar_tmuy
uced the volume of housing transactions in

To nto, which likely reduces the mobility of

Toronio families and workers, end increased the
p-op ensity of homeowners o renovate their houses
L}z;m to move, There is reason to think thas,

nder simitar connitions, these results would extend
0 other regions of the country as well. Accordingly,
znd ofiset the lost

lpf-s economically damaging
s. Provincss that collect or

nsider restructuring
taxes along the lines ofaviu---f ided tax :,uc’a 23

the HST. - .

Toronto should ¢ p eal its LTT 2
fiscal revenmues wi
property tax adjustme
mandate £77T5 sho fé oo

3
nem



APPENDIX

To conduct my znalysis, I isolated the forward
sortation areas (FSAs) in Toronto znd surrounding
suburban rmunicipalities where the geography of the
FS5A that directly borders Toronto is predominently
residential (see Figure 1), and ignored FSAsin
which industrial vse or parkland predominates in
the =zreas directly bordering Toronto. This leaves 30
FSAs: 16 in Toronto, 2 in Pickering, 3 in Markham,
3 in Vaughan, and 6 in Mississauga, According to
the 2006 Census, these ¥5As had an gverage of
34,500 raazrlems aﬁd 11,000 private dwellings.
I eliminared a smzll number of szle records with
contradictory information, such =as those with 2
reported postal code thar did not correspond with
the reported municipality of the dwelling that
was sold. I also r’:-'apvca records for which the
i_r-r’orma:ior- on the postal code, szie date, ::los_rag

date, or listis é te entries was clearly Incorrect.
I rﬂm_gfe he number of freshold dw Ezz’ 1z
sales at both tz’r_! individual postal code level and

the F5A level per czlendar month and guarter (ses
Table A-1). After the introduction of the LTT,

NN DU o 3
L!'le dVSrage nu ‘%Jf: of sales mn 10Ionto Fu_;.\.... n

the study area f£ll from 23 per month per FSA o
19 sales per B F‘ SA per month — a decline of about

L
iy

Except in the casc of 5 Mississauga F5A loceted ac
single residential dwelling, there ars po m
appropriate analysis tool. T also cond
thcs= i's_pp; 01’0‘1‘1& v ieast squares, ate @

the log of square foorage of the lot, indicam

Y

U
'sa*
o

£ the Lester B. Pearson uirport,
ronths when no szles oocurred in eny FSA glone the Toronto border between 2051‘5

and 2012 The distibasion of the m:mbsr of ouses sold is agproximately

d % regression using & Poisso
ilable fom the zurhor upon request.
TAgS

or kousing quality, I included the following ave
; ‘- of bedrooms, number of parking spaces, number of rooms, cumber of bathrooms, number of kitchens,
:se has a den, whether the house has 2 fireplace, lot depth (feet), lor front {feet), square footage of the log,
rs of heat source {for exsmple, electric, gas, oi), indicarors of heat type (for

T4

s
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18 percent,and 2 er proportional fall in sales
volumes than in ::Lbll“b"ﬂ’ FSAs (fom 33 1o 2%

‘per FSA per month). Conducting regressions of

the number of sales per postal code per month is
omputationally time consuming, however, due

tc the size of the dataset, so I do not report the

regressions done at this level of detail.

The depende:at varizble in the main regressions
is the number of sales per ISA per month. The
variable of interes '_5 an indicator variable for the
mestment efect of the LT T, which tskes the value
of 1 for transactions that were subject to Toronto’s
LIT and 9 for all other sales. T used an ordinary
east squares (OLS) regression (see column 1 of
-2 25 the baseline specification),™ and
progressively zdded spatial fixed effects at the FSA
level {column 2), 2nd month, house, and property

tzx controls to reach the preferred specification
reporied in the text (column 3).3*
Taisotestedz simé;e tirme trend and 2 double

City of Toronto and, following

cregted a

T

Dachis, Dirranton, and Turner (2012),1 ¢
monthly time wend for Toronte. A single time trend
for the entire time p eriod suggests that the ﬂumbsr
of housing szles per FOA in Toronto increased by
0.3 per month. With such 2 control, the

|1-_|

B

percent

where Stetistics Canada reports only 2

disriputed

making OL

7 TEEIEssIT; Ei-i,_ resutts, which are very similar o

L8 a potendal

¥ NOIITL

sracteristics of houses sold in each FSA in = given

te, baseboard, forced air, water), indicarors of garage type (for sxample, atrached, bufle-in, underground}, indicators of

{ basement ?.fpe {for example, fnished, separare

ex
exterior type (for example, brick, concrste, aluminum siding), indicators of basement

¥

entrance), indicators of howse styfe {for example,

semi-detached), and the total and log of the estimated ave
Although not reported in the text, for Poisson tegressions I used a limited subset @

bupgalow, two-storey), indicators o
rage Property taxss due p

pf"‘uﬁ;..}’ tvpe {for e::x_i;pls detached,
house sold in chat FSA that month.

df contrels of number of bedrooms, lot

front length, ot square footage, number of wems, and property taxes paid.
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Pre-ITT i Post-LTT Pre-LTT Post-ITT |
(2005/2007) | (2008fune 2012) (2005/2007) (2008 Jume 2012) |
I
; AU F84s in GTA
, %
. Total nusnber of sales 64,278 79,949 46,163 67,281
! Average price 5488,704 $608,912 ' §400,626 $500,754
F84; Straddling Border of Toronts
f B} 1
 Total number of sales 13,444 ; 16,575 : 14,329 18,827 i
. Average price $367,502 §457,168 $413,395 §524,979
 Sales per FSA per month : 23.3 194 § 33.1 29.0
. i !
: i i
‘ In FSA5 where average house - : 2 ‘
: ~ : 4 3 ; ;
prce sbove med: 5 206 18 | 6.2 331
L | B : H
, In F8As where average house ! ! ! _ ! 1
: H 5 H 1 : 28. i - £
*price below med ,= 252 20 | 85 | 229 E
: ! i ; |
. Sales per FSA per quarter 69.9 Z 550 995 826
i ] i
+ Percenr of dwellings per FSA 657% 0.47% 0.82% 0.71% ‘

: sold per quarter

£

coefficient of the LTT (-6.86, unreported) effect
suggests that the LT'T reduced sales per FSA per
month by 3 reent. A double time trend for

od from jaovary 2005 through

and from F‘f:s, uary 2008 thoough

duces 2 coefficient nearly idﬁ’efnf“a.l

per
.LOi- nic, 1'1 Pd
D_&.mb\, 23
Tune 2‘31_.} p
to the preferred sz
ales 1;1 FS; As where the average s

n yearly G':% sale price

pecification '\:ommr- 4}, Resultz
fors TiCE Was
P

below or above the mediar

anid 5. Sales per FSA per
dummies replaced by quarter

is provided in cﬂh:ms 5z
quarter, with month
dummies, are "%erted in column 7.

1 also tested the effect of the LT'T by excluding
from the preferred specification sales from
November 2007 through April 2 08, t
were most likely to have bek,n b’nngh

mingte

at
forward by the LT'T, not just forgone. The
coefficient {not reported) is -3.5%, suggesting 4
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e | !
; II:I,P,‘I’:‘CS sbject0Torontol g 7z 1 3969 | 409y | 3915 | 1549 | 6275 11,307
: ;
! j
!
 [Standard ervor] [3.671} [0.938] | [0.968] [0.781] [1233] | [1313] [3.454]
Percentage reduction in _ | vae _cor f o
" sales due to LTT -35% -16% -15% 16% : 6% -25% -19%
|
Average of house ; | i ; :
i characteristics and I : l
| property tax paid in No No Yes Yes i Yes ; Yes Yes
| FSA 2nd month of year ‘ |
; controls i ! [ I‘
B . ! :
| Double time trend in . . . : : )
] i N : N
: Toroatn (pre/posc-LTT) No ] No ! No Yes j No ! No i No
Spatial fixed effects No Yes Yes Yes Yes Yes Yes
; : 5 i _ t Above yearly | Below yearly
! Houses All All ATl i All ! mediansale | median sale All
| i value value
| Number of observations | 2,516 2,516 2,516 2,516 1,25 1,260 843
| Number of spatial areas | {300 ] 30 30 23 24 30
z
' Resquared 0054 | 0025 0.438 0.441 0.433 0.491 0489 |

similar effect as when looking =t the entire study
1€ preferred sgeqﬁcaion. To test if th

ity Spadma

Vaughan w%e S the new subway stations would be
cated. Again, the results do not differ substantally

3

ra the preferred specification.

rzttp./;’mﬂv Loromnto. cg/ ope:
new residential co
data with St

Totima L
nstics

ept for those for
oS f’u:tlo-;, and murged those
anada dats on residentigl

permit values for the r_rarrczpuues of 111551553%3,
V zughan, Markham
mupicipality-wide dzLa on the »’?.l‘m of residential

construcilon permits in the same mun

d Pickering. [ used

Cl Ziities 23

T-70)



T

lfl[f C.D. BOWE InSTITUTE

20

Level of Appzepation of Toronto Permits T By Svburban Berough | AN Ciry of Tororito

E Du.mmy indicator if subject to Toronto LT'T E 0457 | 0.5%4™ |
[Standard exror] [0.154] [0.061] i
 Month of Toronto strike ,1_ -4.435" -3250"

" [Standard errod] ; [0.630] {0.213]

i Qther conirols

Month, year, cicy, month before and after strike in Toronto

: Observations

607

380

R-sguared

T
[
|
|

0.742

0.779

isghove. 1z g-:ezateé

=g

= border and the ba‘aagl" £ F”ochs};{s. North
York, and Scarborough. I used an OLS regression
of the log of the total value of housing permits
borc—*:gh. Talso

m w,m:t_i,al orkers were on sirike iz jul ?} 2009 o

_controf for the city’s pot 155*1L_5 DETImits

and potentially experiencing a surge o

“11'5,' of ,r_:em‘
values, I ok

0.457, which m

the monin o

- i
£Z00NCT ﬂ.t uf [

eans that

ohrained similar results
‘l‘

fore and after the
rr;c:.n_th, year, and
d the log of permit
of

Er'ar

coefficient
the ITT led to an increase
percent {columa 1 of Table

ﬁh&'li aggr mer_'i
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