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Apartment or condo?
Centurion Asset Management president and CEO Greg Romundt breaks down
the investment differences between apartments and condos – and explains
why the apartment space offers more benefits to investors
ONE OF THE most popular areas in real
estate investing is multi-family residential.
Yet even in this category, there are subsectors
– primarily apartments and condominiums.
While both can provide income as an investment, there are some notable differences
investors need to be aware of.
“Normally, apartments are professionally
run,” explains Greg Romundt, president and
CEO of Centurion Asset Management Inc.
“You have a management company leasing
and managing the entire asset. In a condo,
you own the unit and are responsible, so
you do not have any of the economies of
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scale that you would have in place for a fully
managed building.”
That professional management is a key
advantage, Romundt says. He notes that
apartment building managers work quickly
to fill vacancies by posting ads, taking phone
calls and arranging showings. In a condo,
the owner either needs to handle that themselves or hire a management company, which
would add another expense.
Then there’s the personal liability an
owner assumes with a condo. “You are
usually taking on personal debt,” Romundt
says. “When you compare that to investing

in, say, a REIT, you don’t have personal
liability. An apartment building in a REIT
would be hands-free – you really don’t need
to do anything but collect cheques.”
Another area where Romundt sees a huge
difference between apartment buildings and
condos is in the ability to enhance the asset’s
value. Condo owners are typically limited to
the suite they own, unless they can purchase
the entire building and rent out each individual unit. Romundt says he’s seen this
done for the benefit of being able to sell off
units down the road, but he cautions that the
entire process is difficult.

business at scale.”
The one small area where Romundt sees
an advantage in the condo space is if there are
government changes to the rules around rent
control, which would essentially trap apartment building owners. Condo unit owners,
however, could always sell their unit to
someone who wanted to live in it, although he
believes the seller would probably take a hit.
While the landscape for apartments has
been improving in recent years, Romundt
says COVID-19 has accelerated it. On the
other end of the spectrum, the pandemic has
had a negative effect on condos.
“The trends are moving towards the
suburbs,” he says. “That was happening years
before the pandemic started – the pandemic
only exacerbated it and will make the trend
last longer. It resulted in condo units in the
downtown core being vacant. Now the owners
understand that if they were barely covering

With apartment buildings, however, much
of the stock in Canada was built in the 1960s
and ’70s, presenting owners with the opportunity to complete significant renovations.
“If you want to redo hallways, the lobby,
facilities, amenities, windows, etc. – everything that affects the resident experience
– you can drive all of that and create value,”
Romundt says. “I would argue you have more
opportunities to create value. If you buy a
condo unit, you can improve your interior
unit. There is nothing you can do about hallways, grounds or services provided, so you
have limited control.”
In addition to the consistent rent, ability
for improvements and control of the asset,
Romundt says apartments also offer one
more overarching theme that’s harder to find
in condos: diversification.
“If you own an apartment building or are
in a REIT, it is diversified across cities, areas
of town, provinces and even countries,” he
says. “If you have 10,000 units and one is
not rented, you don’t really notice it in the
financial statements. It is a more resilient

into real estate – you can’t eat capital gains
unless you realize them, but you can eat the
cash flow.”
Romundt believes apartments in the
suburbs and exurbs are where the biggest
opportunities can be found right now.
“We have been focused on it for a while,”
he says. “We still very much like the suburbs
and exurbs because there is a wave out occurring. For someone who lived in the downtown core, but it became too expensive,
they moved to the suburbs. That made the
suburbs more expensive, so the person living
there moved out to the exurbs – it is just
creating the wave of purchasing power.”
However, this trend is no longer being
driven solely by price. Romundt notes that
the suburbs are becoming more attractive
from a lifestyle perspective, thanks in no
small part to the pandemic.
“You can walk outside; you may have

“People who can’t afford the rent in
condos are choosing the cheaper, older
apartment. Inside the rental sector, you
are getting movement from the condos
to apartments” Greg Romundt, Centurion Asset Management
the cost before, they will be underwater even
if they have a renter.”
The affordability of older apartment buildings versus brand new condo towers is also
becoming more evident. “People who can’t
afford the rent in condos are choosing the
cheaper, older apartment,” Romundt says.
“Inside the rental sector, you are getting movement from the condos to apartments. That will
support the apartment space even more.
“I never saw condos as an investmentgrade asset,” he adds. “When you think about
what you pay for a condo downtown, after
maintenance fees and any modest leverage,
you can’t break even. There is no cash flow,
and cash flow is the main reason you get

parks, trails and bike paths – all things you
can’t do in the city,” he says. “The things that
kept you interested in a big city, you haven’t
been able to do because of the pandemic,
which shined a light on the suburbs. We still
think the suburbs will be an attractive area
moving forward.”
Given continued population growth, especially after the pandemic (the Government of
Canada has said the country plans to welcome
400,000 immigrants annually), along with
the ongoing rise in housing costs, Romundt
believes the signs point to continued
momentum for the apartment sector, particularly in suburban areas – cementing its status
as the more attractive investment option.
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