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NATIONAL OUTLOOK

Introduction

>
|

Last year was nearly unprecedented for the Canadian commercial real estate industry. Canada
outperformed its G7 peers riding on the strength of its welcoming immigration policies, attractive
labour pool and stable operating environment. In 2020, the industry will not only move forward,

several sectors will reach top speed.

At a time of trade hostilities and geopolitical shifts, Canadian
commercial real estate emerged as a feel-good story —

no longer simply a safe haven for investment, it is now a
top destination for domestic and global capital.

Gone are the days of promising Canadian graduates
embarking for bigger opportunities abroad. This trend has
reversed course and the world’s most prominent companies
are establishing themselves in Canadian cities, attracted to the
relative affordability of these markets and their deep pools of
talent. Brain drain no more, big gains are likely.

Canadian commercial real estate has traditionally been
conservative as an industry, unaccustomed to exuberant highs
and bullish forecasts. Course corrections and adjustments will
inevitably happen and it will be important to avoid knee-jerk
reactions at high speeds.

If the sector grows overly cautious or takes its eyes off the road
ahead, it risks losing momentum and undermining our
country’s competitive advantage. This appears to be Canada'’s
decade for the taking and there will be incredible
opportunities for commercial real estate along the way.

|

“We might liken it to riding a bicycle. You s

upright and move forward so long as you

keep up the momentum.”

- i

~ ~ Ban Ki-moon, Former Secretary-General of the United Natia
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NATIONAL OUTLOOK

Momentum Markers: Demand and Rising Rents

Record demand and strong fundamentals are the product of
countless decisions over many years. In fact, commercial real
estate is a lagging beneficiary of policy decisions, technological
developments and societal changes across multiple decades.

The record-setting pace of Canadian real estate growth
largely stems from two forces. First, that Canadian cities have
become sought-after destinations for businesses, residents
and investors. Second, that real estate is widely regarded as a
stable yet high-yielding investment.

Whether it’s in the form of accelerated rent growth, strong
tenant demand or an unprecedented development pipeline,
record-setting performances have become ubiquitous in
Canadian commercial real estate.

Prime office rents increased from 10.0-20.0% across the
country between 2018 and 2019, up by 20.9% in Vancouver,
14.2% in Montreal and 10.1% in Toronto. Meanwhile,
national industrial rents rose by $0.95 per sq. ft., or 12.3%,
the largest annual increase on record. Overall national
apartment rents were up by 4.2% year-over-year. This is
particularly striking given that these figures include suites in
markets with rent control. Even asset classes in transition are
experiencing success, as evidenced by strong rental growth in
high-end retail centres.

In 2020, further rental rate increases appear to be
unavoidable amid record-low vacancy and strong demand.
The traditional business cycle no longer seems to apply. The
bull market is in its 11th year, with unmet tenant demand
carrying over from one year into the next. Nearly 70% of
downtown office space under construction nationally has been
pre-leased and over 50% of the record amount of industrial
space under construction has been spoken for.

FIGURE 2: NEW BUILDS IN HIGH DEMAND
National Pre-leasing Status, Downtown Office and Industrial
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Source: (BRE Research, Q4 2019.

FIGURE 1: RECORD RENTAL GROWTH IN MAJOR CENTRES
Annual Rent Growth, 2018-2019
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FIGURE 3: STRONG POPULATION GROWTH DRIVING
REAL ESTATE DEMAND
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MOMENTUM MARKERS: DEMAND AND RISING RENTS

Interest from investors is supported by Canada’s world-leading
banking system, attractive currency play and levered returns.
The favourable financial landscape will attract more investors
from around the globe and support property value growth in
2020. Optimism increases when one considers that the
amount of capital on the sidelines, known as “dry powder”, is
at an all-time high. The pressure to deploy capital is high as
yields across the investment spectrum continue to shrink.

Investor demand for commercial real estate extends beyond
traditional core markets to include nodes such as West Queen
West in Toronto, and smaller markets like Kitchener-Waterloo,
Hamilton and the B.C. Interior. Montreal, once a major city
with second-tier investor interest, saw its investment volume
climb to a record $7.5 billion in 2019, up from $6.0 billion
the previous year. Investment volume could jump to more than
$8.0 billion in 2020, significantly above its $4.6 billion
10-year average and a new record for commercial property
transactions in that city.

Canadian commercial real estate has transitioned from being
regarded as a safe haven investment to a primary investment
destination. However, investors assessing an increasingly
limited range of top-end, core offerings have had to get
creative when it comes to finding larger opportunities. This sets
the stage for further mergers and acquisitions, and large-scale
portfolio activity in 2020.

While 2019 fell short of hitting a fourth consecutive record for
investment volume, 2020 is off to a roaring start, teeing up
what could be an unprecedented $50.0 billion year.

In response to this seemingly relentless bull market,
construction activity is ramping up. While rising construction
costs are challenging development pro-formas, market
watchers are waiting to see if office and industrial rent growth
will moderate following years of rapid increases. New
technology is another factor that could have unexpected
impacts. But most tangible will be the effect of e-commerce on
the performance of bricks-and-mortar stores.

While these factors may signal some moderation in the years
ahead, they are unlikely to slow the momentum of the
Canadian commercial real estate market in 2020.

FIGURE 4: MONTREAL'S IMPRESSIVE APPEAL
Montreal Investment Activity, 2018-2020F
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Source: Realnet, CBRE Research, Q4 2019.
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Inside Out: Real Estate from the Tenant Perspective

As rental rates continue to climb amid record-low vacancy
rates, tenants are having to make difficult choices in order to
secure space that keeps them relevant and productive over the
lifespan of a lease.

A lack of desirable square footage in major centres is
presenting a serious challenge to many companies looking to
enter or expand in the Canadian market.

Across the country, quality commercial space is increasingly
being treated as a commodity. Touring multiple locations that
align with a tenant’s desired size, location and quality of space
is a rarely afforded luxury. Out of necessity, tenants are now
encouraged to move quickly toward viable solutions.
Landlords trying to accurately determine the value of in-
demand office space, warehouses and serviced land are
occasionally resorting to something akin to spot pricing.

Large institutional office tenants, scaling technology
companies and distribution centre tenants are better
able to take these hurdles in

stride, while smaller tenants are
more likely o struggle to adapt
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FIGURE 5: TOP 10 TIGHTEST DOWNTOWN OFFICE MARKETS
IN NORTH AMERICA

Downtown Office Vacancy Rates, All Classes, Q4 2019

8%
5 of Top 10 Markets Are Canadian
7%
6%
5%
4%
3%
2%
1%
0%
2 5 g 2 £ g & 5 =& 8
S5 = 2 §&% 8% 8 S g
— = S = o = o2 = =
o [ o =
> = 8
(=}
v

“Metro  Source: CBRE Research, Q4 2019.

FIGURE 6: TOP 10 TIGHTEST INDUSTRIAL MARKETS IN
NORTH AMERICA

Canadian Industrial Availability Rates, Q4 2019
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INSIDE OUT: REAL ESTATE FROM THE OCCUPIER PERSPECTIVE

Sensors to help
repurpose and
optimize space

Where margins are healthier, tenants are mostly motivated by
alignment with corporate culture, ease of transaction and
flexibility in their real estate strategies. In years past, a top
office tenant might have been tempted by a heavily induced
10-year deal; today they seek the agility of a one to three-year
deal, even if it comes with a hefty price tag.

Even once space is secured, other challenges present
themselves. The rapid growth of technology, changing
demographics and a shifting global economic environment
have all led to increased unpredictability. At a time when
businesses are driven to be more dynamic, long-hold leases
make adapting to change increasingly difficult. Addressing
changing business and employee needs often requires
adapting workspaces. Increasingly, everything from meeting
rooms to cafeteria spaces will be monitored with the help of
sensors so that they can be repurposed and optimized during
an existing lease.

Meanwhile, industrial tenants are making decisions in a world
of increasing automation. Flexibility in built form is key,
especially when the capabilities of future technology remain
largely unknown. And while some tenants can relocate to
increasingly distant suburbs in search of cheaper rent, others
from last mile logistics, film production and self-storage
cannot. Rising build-out costs, trades shortages and lengthy
permitting processes can also add stress prior to occupancy.

While real estate costs currently represent only a fraction of the
overall price tag for office and industrial occupiers, high rents
combined with limited quality space could begin to create
friction in business decision-making and slow economic
growth. It is in the best interest of all stakeholders, especially
government and landlords who have multi-decade investment
horizons, to help attract and support tenants in this era of
dynamic change.

FIGURE 7: AVERAGE LEASE TERM SHRINKING

LEASES THEN: 7-10 years

— 0 (— 0 00—

LEASES NOW: 1-3 years

Source: CBRE Research, Q4 2019.

FIGURE 8: REAL ESTATE IS ONLY A FRACTION OF INDUSTRIAL
SUPPLY CHAIN COSTS
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* Other includes: customer service, reverse logistics, administration, etc.
Source: (BRE Supply Chain Advisory Group, CBRE Research, 2018.
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Creative Solutions: Occupiers Rising to the Challenge

Occupiers looking to succeed in a tight market will need
ingenuity, resolve, advance planning and the guidance of
industry experts.

In cities across the country, office tenants are adapting their
plans as they are met with harsh realities. When growth across
contiguous floors is not possible, more and more office
occupiers are considering a hub and spoke model, where a
traditional office houses the headquarters of the business and
secondary locations, whether in the same market or a different
city, enable agility and growth.

Downtown connectivity and amenities will remain highly
sought after, however, non-core locations with transit
connectivity will aftract new office development and eager
tenants in 2020. In Toronto for example, the Junction,
Downtown East and Liberty Village will become increasingly
mainstream office nodes.

Where space is entirely lacking or misaligned with occupier
requirements, tenants will continue to turn toward coworking
and flexible real estate operators, which provide much needed
agility and desirable amenities in otherwise unyielding markets.

Occupiers hoping to densify an existing or new space may
also come up against unforeseen limitations. Cost-efficient
workplace strategies, including dedicated floors to hot-desking
and open workspaces, were once lauded as a way to justify
steep rental costs, but have proven to be problematic. These
strategies are being re-evaluated to account for the potential
loss of productivity, increase in noise, and lack of opportunities
to personalize surroundings.

Midtown
Hub and Spoke
Office Model
Juneton Bloor.
Fos!
o
Toronto
Liberty Downtown
Village

FIGURE 9: SOLVING FOR AGILITY THROUGH COWORKING AND FLEXIBLE OPERATORS

History of Flexible Operator Growth in Canada
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CREATIVE SOLUTIONS: OCCUPIERS RISING TO THE CHALLENGE

In the industrial market, very limited large bay options are
forcing tenants to reconsider their desire to have all operations
housed in a single distribution centre in a major centre. To
avoid the operational and transportation inefficiencies that an
ill-suited site might cause, companies are pivoting to bookend
the city with smaller mid-sized locations. The role of strategic
partnerships is also growing. As operations become more
complex and the availability of space remains low, companies
are solving for this by outsourcing functions which had formerly
been completed in-house to third-party logistics firms.

As lease terms extend and skilled labour becomes
increasingly expensive and scarce, some industrial occupiers
are turning to technology and automation to help drive
performance. Automation implementation costs are expected
to decrease as industrial robot costs are forecast to fall
another 50% over the next five years. For their part, wages
are up 7% to over 20%, depending on the specific role, and
are only forecast to keep rising.

Other efficiencies are being found in built form, with clear
heights increasing to maximize cubic space and allow for
impressive racking systems to be built right into the frame of

FIGURE 10: AUTOMATION INCREASINGLY COST-EFFECTIVE
Historical and Forecast Cost of Industrial Robots
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industrial facilities. 40’ clear heights will be the new norm for
speculative developments, while build-to-suit construction has
made 90’ clear heights possible. Not long ago, these types of
buildings and multi-storey distribution facilities would have
been unthinkable.

For their part, retailers are embracing the evolution of the
omnichannel model, reaching their customers through a
successful online presence bolstered by fewer, but higher-
profile, bricks-and-mortar locations in primary markets.
Portfolio trimming will allow service-focused tenants, from
boutique fitness to food and beverage companies, to step up
to the plate to occupy well-located street-front centres.

No matter the sector, planning ahead is the only real solution
for tenants facing difficult circumstances. Further steps must be
taken to increase agility, including the involvement of the
entire C-suite to better forecast headcount growth and hiring
workplace experts to help de-risk the process.

FIGURE 11: RAISING THE ROOF ON INDUSTRIAL
CLEAR HEIGHTS

Previous Spec New Spec New Possible Multi-Storey
Standard Standard Build-to-Suit Industrial
Clear Height Clear Height Clear Height Clear Heights

Source: (BRE Research, Q4 2019.
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Life Beyond the Big Two

While commercial real estate trends typically emerge and
become most prominent in Canada’s largest cities, there's
plenty happening in its smaller markets. Global events and
broader workplace trends are shaping investment and real
estate decisions across the country, which will put smaller cities
in the spotlight in 2020.

Capital flows typically gravitate to core assets in major markets.

While this will remain true in 2020, the dynamics at play will
support healthy investment volumes in secondary and tertiary
markets. Domestic players looking to compete with foreign
capital in major markets and de-risk their portfolios have
already begun targeted disposition programs that will unlock
assets in smaller cities. Expect mid-sized domestic players and
private capital to jump at the chance to acquire higher-yielding
assets in places like Ottawa, Waterloo Region and the province
of Quebec in the year ahead.

Smaller markets are also expected to receive a boost from a
variety of real estate trends, including spillover from high-
demand major markets. Logistics companies are making their
way to areas around Toronto, increasing demand in Milton,

FIGURE 12: SMALLER INDUSTRIAL MARKETS TO OUTPERFORM
Forecasted Industrial Net Rental Growth, 2020
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Source: (BRE Research, Q4 2019.

Pickering, Ajox, Hamilton, Kitchener-Waterloo and Guelph.
Office tenants in Vancouver are increasingly comfortable with
options in Burnaby and beyond.

This trend can be seen across property types, as tenants search
for more suitable offerings further afield. In fact, desirable
submarkets located within secondary cities with serviced land
and a pool of skilled labour could expect to see rents rise by as
much as 15.0% in the coming year.

And despite the fact that major players have exited some of the
smaller retail markets in recent years, local ownership and
knowledge can give properties new life. Locally-driven
innovative strategies are expected to fransform portions of
malls and community centres into office spaces and homes for
public services like police departments and libraries.

Significant opportunities for land sales and development exist
in secondary markets with public transit connections. Suburban
“downtowns” are popping up in major geographies, including
Vaughan Metropolitan Centre, Downsview Park and Downtown
Markham in the Greater Toronto Area. There are also
intensification opportunities for retail centres, hotels and
seniors housing complexes that become unlocked by transit
expansions beyond dense urban cores. This is already playing
out in the areas surrounding Vancouver and Montreal where
large public transit investments are taking shape.

While it is easy to focus on activity in major markets, there are
large suburban populations and vibrant businesses across
Canada. Smaller cities will get a closer look in 2020.

Spillover puts smaller
cities in the spotlight

Kitchener-Waierloe
e
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New & Evolving Uses

Amid limited space and high demand, sectors across the
Canadian commercial real estate industry are embracing
innovative uses of space.

Office tenants and developers are exploring new workplace
solutions, balancing cost with organizational culture. As tech
companies continue to set a new standard for unique modern
offices, other businesses are taking note, implementing new
technologies like employee sensor-monitoring, virtual reality
decision making and data-driven headcount modelling.

In the multifamily sector, much has been made of co-living,
which offers residents high-quality units with shared living
spaces and amenities. While U.S. and UK based companies
Common and Node are beginning to establish themselves in
the Canadian market, they are unlikely to challenge the
existing traditional rental model anytime soon.

Meanwhile, the retail sector is rethinking uses for spaces in
prime locations. Storefronts are being transitioned into pick-up
stations for everything from food to apparel, while second-
floor and podium retail spaces in mixed-use properties are
being leased for office use.

The rise of “ghost kitchens” — food preparation and cooking
facilities set up for delivery-only meals — are most likely to be

found in sites with laneway access near prominent downtown
locations. More problematic retail properties in the downtown

and suburban areas of major markets are getting a second
life when redeveloped for other purposes on valuable land.

In the industrial sector, former manufacturing sites are being
redeveloped with great success. In the past year,
announcements have been made for planned projects that
will transform a former Schneider’s meat plant in Waterloo
Region into an 11-building, 2,800-unit residential project,
while a former Maple Leaf Foods plant in the Zorra Township
of Ontario will be redeveloped into a similar 800-unit
residential project.

In markets where population density is high and rents are
climbing, interest in multi-storey industrial buildings is gaining
traction. One such project was unveiled by Oxford Properties
in 2019 in their Riverbend Business Park and is set to be
complete by 2022. Additionally, with online grocery delivery
set to skyrocket in the coming year, the number of cold storage
facilities will need to increase to keep up with demand.

These creative uses are what will allow businesses and
landlords to maintain momentum despite the complications of
a tight real estate market and a rapidly growing economy and
population.

Multi-Storey
Industrial
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NATIONAL OUTLOOK

Along with the start of a new decade, significant structural issues
are impacting cities across the globe. These issues will have a
more profound impact than the ups and downs of the business
cycle, which has traditionally preoccupied the commercial real
estate industry. Three structural issues in particular will be in
focus for businesses, employees and residents in 2020:
affordability, infrastructure and climate change.

In major cities like Toronto and Vancouver, where the cost of
living continues to outpace income growth, homeownership is
increasingly out of reach.

This has the potential to drive Millennials and low to middle-
income workers away from downtown cores. Adding the
necessary housing density is challenging in the face of the
so-called “yellow-belt,” or the swathes of low-rise homes
protected by restrictive zoning in Toronto.

As housing prices rise, transit infrastructure will become even
more important. People living outside major downtown cores
will need to commute from further away. This will be a major
issue as urban infrastructure is already operating at or near
planned capacities and suffering from under investment.

FIGURE 13: HOME OWNERSHIP COSTS SIGNIFICANTLY OUTPACING INCOME GROWTH
Growth in Ownership Costs and Income per Capita, Indexed to H2 2009
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Source: (BRE Research, Canadian Real Estate Association, The Conference Board of Canada, 2019.
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FOCUS ON STRUCTURAL ISSUES: AFFORDABILITY,
INFRASTRUCTURE AND CLIMATE CHANGE

A Statistics Canada study released in 2019 found that

1.5 million Canadians spent at least 60 minutes commuting to
work, with 57.0% commuting by car. In addition to lost time,
studies have shown that longer commutes reduce productivity,
affect health and wellbeing, clog roads and slow the

movement of goods. If this under investment in transit — $ 2 7 3
continues, it has the capacity to restrict business growth, with
new commercial space fighting for proximity to a limited IOS-I' wda g es

number of transit hubs. 60 m i n per Week

Meanwhile, the threat of climate change hangs over these

conversations. Wildfires, heat waves, intense rainfall and other Co m m Ullle On GVQ rqge
natural disasters are increasingly common and will shape
tenant, landlord and investor decision making. Low-risk areas
will likely attract demand and experience rising prices. This

Source: U of T Transportation Research Institute, Statistics Canada, 2019.

The construction industry is one of the primary contributors to
climate change and will be key to mitigation strategies. As a
result, real estate will shift to the centre of climate change
conversations. While change can slow momentum, there is a lot
Landlords have long fixated on green building standards as of positive, new activity that could stem from environmentally
the primary method of addressing climate change. Retailers friendly practices to mitigate and lessen climate change.

are also getting on board with zero-waste stores growing in
popularity and consumers open to paying more for

phenomenon is known as “climate gentrification” and sees
stakeholders with greater resources locating strategically to the
disadvantage of others.

Canadian cities must look to global best practices and be
leaders in addressing important structural issues. Left
unaddressed, these forces have the potential to not only
While these efforts are important, the impact of climate slow commercial real estate momentum, but worsen income-
change is being felt now and more focus and resources will inequality and sow the seeds of social discord.

need to be directed toward mitigation.

sustainable goods.

-—

Climate gent;ificaiionﬁ,f

to increase demand ———

for low risk properties | AII:’SE'II'!IEE‘I;T
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NATIONAL OUTLOOK

2020 in Context

An unprecedented bull market and supportive macroeconomic
conditions have allowed the Canadian commercial real estate
market to gain momentum. There are challenges, including
rising rents, limited availability, new technologies and
increased unpredictability; however, creative real estate
solutions have allowed most stakeholders to flourish. As the
market accelerates towards top speed, course corrections and
market adjustments will need to be skillfully managed.

In order to retain top talent and maintain Canada’s elevated
global status, cyclical concerns will need to be balanced
with structural issues, including affordability and lacking
infrastructure. These factors, combined with the pressing
realities of climate change, will test traditional processes
and built form.

a\

There is plenty of reason for optimism. Ingenuity across our
industry shows that creative solutions and resolve can make
the most of challenging situations.

In 2020, government, landlords and tenants must work
together to create the preconditions for continued
success, and embrace agility, resourcefulness and
innovation. Most importantly, all stakeholders will have
to broaden the scope of long-term planning.

It is worth celebrating Canadian commercial real estate’s
record momentum. That success was hard won. Now we must
rise to the new challenges and opportunities that lie ahead.
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NATIONAL STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 10.3% 9.8% 102% A
Class A Net Asking Rent (per sq. ft.) $21.96 $22.08 $22.84 A
Net Absorption (million sq. ft.) 2.77 1.96 3.64 A
New Supply (million sq. t.) 1.94 0.96 445 A
SUBURBAN

Vacancy Rate 13.9% 12.2% 1.9% V¥
Class A Net Asking Rent (per sq. ft.) $17.75 $17.62 $17.85 A
Net Absorption (million sq. ft.) 4.37 3.90 258 V¥
New Supply (million sq. ft.) 2.85 0.53 216 A
OVERALL

Vacancy Rate 11.9% 10.9% 11.0% A
Class A Net Asking Rent (per sq. ft.) $19.53 $19.74 $20.12 A
Net Absorption (million sq. ft.) 7.14 5.86 622 A
New Supply (million sq. ft.) 4.80 1.49 661 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 3.2% 3.0% 28% VW
Net Asking Rent (per sq. ft.) $7.74 $8.69 $9.09 A
Sale Price (per sq. ft.) $144 $158 $167 A
Net Absorption (million sq. ft.) 32.19 25.60 2904 A
New Supply (million sq. 1t 15.44 22.63 2625 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $16,379 $16,480 $16,801 A
Total Retail Sales Growth 2.9% 1.9% 29% A
New Supply (million sq. ft.) 4.46 2.58 431 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 2.4% 2.3% 22% V
2-Bedroom Average Rent $1,238 $1,290 $1,330 A
New Rental Units (units) 25,682 30,139 37,922 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $10,822 $11,255 $10,440 V
Industrial $12,691 $10,120 $11,130 A
Retail $9,481 $6,439 $8,275 A
Multifamily $8,321 $9,892 $11,900 A
ICl Land $7,169 $6,458 $7,600 A
Hotel $800 $945 $1,040 A
Total $49,284 $45,109 $50,385 A

Note: 2018 & 2019 investment volumes include material allocations from M&A activity.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA & A 5.73 5.66 556 V¥
Office - Suburban Class A & B 6.86 6.88 669 V¥
Industrial - Class A & B 593 5.79 563 V¥
Retail - Neighbourhood 6.30 6.30 623 'V
Multifamily - High Rise Class B 4.61 4.46 449 A
Hotel - Downtown Full Service 7.28 7.28 728 4P
Seniors Housing - IL/AL Class A 6.38 6.24 624 4P

Source: (BRE Research, 2020.

HOTEL*
2018 2019 2020F YoY
Inventory 398,721 406,716 415,466 A
Occupancy 66.0% 65.0% 65.0% 4P
Average Daily Rate $162 $163 $167 A

*Canoda-wide  Source: CBRE Hotels Group, 2020.

SENIORS HOUSING*

2018 2019 2020F YoY
Number of Spaces 247,983 255,295 266,783 A
Vacancy Rate 7.3% 7.7% 85% A
Average Rent (standard spaces) $2,552 $2,636 $2,715 A

*Canada-wide ~ Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $660,000 $770,000 $860,000 A
Residential - High Density Urban** $75 $94 $104 A

*per acre (S Millions), ** per sq. ft. buildable
Source: (BRE Research, 2020.
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VICTORIA

KEY TRENDS

Industrial Availability Rate at All-Time Low

Victoria's industrial vacancy rate ended 2019 at a record-low
as e-commerce growth, B.C. cannabis production and a
construction boom increased demand for distribution and
warehouse space. The tightness of the market was
compounded further by an industrial land crunch.

The resultant scarcity of new supply coupled with strong
demand looks poised to continue placing pressure on

rental rates into 2020.

New Affordability Mandate
at Odds with Industry

Despite concerns from the real estate community, city council
implemented a new inclusionary housing policy in 2019. The
policy requires that 20% of new suites, in projects with greater
than 60 units, be affordable rentals. While it does include
clauses aimed at aiding the financial viability of these projects,
it may end up slowing new construction and reducing the
supply of both market rentals and condos.

o\

New Generation Changing
the Office-Scape

The popularity of coworking amongst the younger
demographic has led to the expansion of this product

type in Victoria. Kwench recently expanded to a newly
renovated 25,000 sq. ft. facility, Regus celebrated the opening
of their third location in Victoria in December 2019 and
Coastal Offices has now expanded to the West Shore and
Upper Island with the opening of their new location in
downtown Duncan.

Pockets of Strength in the Retail Sector

Despite sluggish retail sales figures across the country in 2019
and a gloomy forecast for the upcoming year, several retail
categories continue to outperform in the challenging bricks-
and-mortar landscape. General merchandise and discount
retailers have shown continued strength and select firms within
these categories are currently in the process of opening new
locations in Victoria for 2020.

PROJECTS TO WATCH

Esquimalt
Town Square

Johnson|Cook|Yates

PROJECT TYPE Mixed-Use Development
DEVELORER o Rescanmel
CoMPLETOn 2028 (Phase)

KEY STAT Four phase project: 12, 14,

15 and 17-storey towers

Mixed-Use development
Aragon Properties Ltd

2020 (Phase )

$40.0 million masterplan
with four buildings (totalling
138,000 sq. ft.)

Transit Southbound
Priority Bus Lane

Infrastructure
Government of B.C.

2020 (Final Phase)

$11.1 million from the Government
of B.C. & $4.9 million from the
Government of Canada
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VICTORIA

MARKET STATISTICS

OVERALL 2018 2019  2020F YoY
Vacancy Rate 5.4% 4.6% 45% W
Class A Net Asking Rent (per sq. ft)  $26 - $29  $26-$30 $27-$30 A
Net Absorption (million sq. ft.) 0.24 0.21 005 V¥
New Supply (million sq. ft. 0.29 0.15 004 V¥

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 2.0% 1.7% 15% W
Net Asking Rent (per sq. ft. $13.40  $1425  $1500 A
Sale Price (per sq. ft.) $194 $225 $246 A
Net Absorption (million sq. ft. 0.17 0.16 013 V¥
New Supply (million sq. ft. 0.12 0.13 011 V¥

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $14,255  $14,099  $14,361 A
Total Retail Sales Growth 0.2% 0.1% 3.0% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.2% 1.0% 1.6% A
2-Bedroom Average Rent $1,406 $1,448 $1,580 A
New Rental Supply (units) 1,098 1,605 1,770 A

Source: CMHC, CBRE Research, 2020.

>

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A 475-525 475-525 475-525 4P
Office - Suburban ClassA&B  5.00-5.75 500-575 5.00-575 4P
Industrial - Class A & B 500-575 4.75-525 475-525 4p
Refail - Neighbourhood 500-550 500-550 5.00-550 4p
Multifamily - High Rise Class B~ 3.25-3.75 3.25-3.75 325-375 4P
Hotel - Downtown Full Service ~ 5.50-7.00 550-7.00 550-7.00 4p
Seniors Housing - IL/AL Class A 5.75-6.25 550-6.00 550-6.00 4P

Source: (BRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 5,960 5,960 5960 4P
Occupancy 75.0% 73.0% 73.0% 4P
Average Daily Rate $180 $187 $193 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 3,425 3,515 3,839 A
Vacancy Rate 3.6% 4.6% 45% VW
Average Rent (standard spaces) $3,267 $3,347 $3,514 A

Source: CMHC, (BRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $1.20 $1.50 $1.80 A

Residential - High Density Urban*™*  $60 - $90 $70-$100 $80-$100 A

*per acre (S Millions), ** per sq. ft. buildable
Source: (BRE Research, 2020.
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VANCOUVER n

KEY TRENDS

No Relief in Vacancy for
Office and Industrial

Despite each of Vancouver's office and industrial sectors
ending 2019 with 5.5 million sq. ft. of new construction
underway, combined preleasing of 57% means this near
record setting wave of development will not provide significant
relief to the city’s historically low vacancy rates in the new year.
It is expected that continued tightness should support rent
growth in both sectors in 2020.

Canada’s First Multi-Storey
Warehouse Project

Oxford Properties announced the launch of Canada’s first new
generation multi-storey logistics property in 2019. Site
preparation for the property, located in Burnaby, commenced
in late 2019 and full construction is set to begin in late 2020.
This decision came in response to historically strong industrial
fundamentals and severe land constraints limiting
opportunities for traditional development throughout
Vancouver.

Redefining the Neighbourhood

A growing number of master-planned communities, such as
Brentwood Town Centre and Oakridge Centre, are set to
deliver thousands of new housing units and significant new
retail space along the major transit corridors in Metro
Vancouver. The full slate of mixed-use amenities planned for
each site will help redefine the surrounding neighbourhoods
for years to come.

Income Returns & Capital Attraction

Strong fundamentals across asset classes are attracting
significant capital to Vancouver. As liquidity mounts, it is
expected that investors will become more creative in terms

of built form and deal structure and that pricing will continue
to climb in 2020. New entrants including Blackstone,
Crestpoint and KingSett have shown increased conviction
and have looked to partner with local firms to gain a foothold
in the market.

PROJECTS TO WATCH

Riverbend
Business Park

Sendakw Lands

PROJECT TYPE Mixed-Use Development

DEVELOPER Squamish Nation & Westbank
ANTICIPATED

COMPLETION 2026 2022
KEY STAT 3.4 million sq. ft. development

with 6,000 rental units

CANADA REAL ESTATE MARKET OUTLOOK 2020

Industrial Development

Oxford Properties

First Canadian multi-storey
industrial building, 707,000 sq. ft

Broadway
Subway Project

Infrastructure Upgrade
Government of B.C.

2025

$2.8 billion estimated cost,
addition of 6 new transit stops

¥
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VANCOUVER

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 3.8% 2.3% 1.7% WV
Class A Net Asking Rent (per sq. ft.) $37.20 $44.98 $47.68 A
Net Absorption (million sq. ft.) 0.55 0.38 094 A
New Supply (million sq. ft.) 0.26 0.02 081 A
SUBURBAN

Vacancy Rate 7.4% 5.2% 44% VWV
Class A Net Asking Rent (per sq. ft.) $23.87 $23.89 $24.03 A
Net Absorption (million sq. ft.) 1.00 0.57 054 V
New Supply (million sq. ft.) 0.72 0.05 035 A
OVERALL

Vacancy Rate 5.6% 3.7% 30% V¥
Class A Net Asking Rent (per sq. ft.) $27.94 $29.43 $30.28 A
Net Absorption (million sq. ft.) 1.55 0.95 147 A
New Supply (million sq. ft.) 0.98 0.06 1.16 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 2.3% 2.4% 24% 4P
Net Asking Rent (per sq. ft.) $11.86  $13.15  $1376 A
Sale Price (per sq. ft.) $350 $380 $385 A
Net Absorption (million sq. ft.) 3.21 4.39 481 A
New Supply (million sq. ft.) 3.32 4.82 498 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $15,206  $14,846  $15,149 A
Total Retail Sales Growth 0.0% (0.9%) 33% A
New Supply (million sq. ft.) 0.46 0.48 089 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.0% 1.1% 12% A
2-Bedroom Average Rent $1,649 $1,748 $1,830 A
New Rental Supply (units) 5,540 5,590 7,065 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $2,367 $2,578 $2,500 V¥
Industrial $2,053 $1,421 $2,000 A
Retail $2,194 $865 $1,000 A
Multifamily $1,160 $777 $1,500 A
ICl Land $1,973 $1,645 $2,000 A
Total* $9,747 $7,286 $9,000 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A 3.75-425 3.75-425 3.75-425 4p
Office - Suburban Class A & B 475-600 4.75-600 4.75-6.00 4p
Industrial - Class A & B 350-475 350-475 325-450 V

Retail - Neighbourhood 500-550 500-550 5.00-550 4p
Multifamily - High Rise Class B 3.00-350 3.00-350 3.00-350 4P
Hotel - Downtown Full Service 450-6.00 450-6.00 4.50-6.00 4P
Seniors Housing - IL/AL Class A 5.75-6.25 550-6.00 5.50-6.00 4p

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 24,234 24,281 24,502 A
Occupancy 80.0% 80.0% 80.0% 4P
Average Daily Rate $212 $220 $228 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019  2020F YoY
Number of Spaces 12,055 12,103 12,223 A
Vacancy Rafe 1.7% 2.6% 20% W
Average Rent (standard spaces) $3,403  $3,644  $3,844 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $2.25 $2.80 $3.00 A
Residential - High Density Urban** n/a n/a n/a

*per acre (S Millions), ** per sq. ft. buildable
Source: (BRE Research, 2020.
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CALGARY

KEY TRENDS

Office Conversions:
Interesting but not Impactful

Stakeholders continue to look for solutions to the historically
high vacancy rates in downtown Calgary. The repurposing of
empty offices into other uses has been the most widely
discussed solution, however challenges with this strategy
remain. These include non-viable floorplates, complex
construction and a lack of 100% vacant properties. While few
candidate buildings may proceed, the number of viable
conversions is limited and will only have a minor impact on
the 11.5 million sq. ft. of vacant space downtown.

Optimism on the Oil Front

There is some optimism surrounding Canadian oil and gas
moving into 2020 as the Alberta government recently
announced curtailments will remain in place throughout the
coming year. WTI prices have climbed into the $55 range and
construction on the Trans Mountain Pipeline and Enbridge’s
Line 3 Replacement are underway. That said, the capital
spending budgets of many major players remain muted.

Industrial Development Cycle
Coming to an End

Another industrial development cycle is coming to a close after
nearly 3.2 million sq. ft. of new space was delivered in 2019.
Elevated new supply has meant that, despite 12 consecutive
quarters of positive absorption and a healthy market, the
availability rate increased in 2019. As this development cycle
subsides, elevated demand should result in the availability
rate reaching an inflection point in 2020.

Hot Rental Market, Hot Investment

While office development has come to a halt in recent years,
cranes dominate the city with the construction of rental
apartment buildings rather than commercial towers. The
multifamily market has become increasingly competitive due
to economic uncertainty driving homeowners to rental units,
new mortgage stress test regulations limiting the ability to buy
and unique amenities aftracting tenants. Multifamily assets
will continue to be amongst the most sought-after investments
in 2020.

PROJECTS TO WATCH

BMO Convention

Event Centre

PROJECT TYPE Arena Development

City of Calgary and Calgary
DEVELOPER Sports & Entertainment Corp.
ANTICIPATED
COMPLETION 2024 2024
KEY STAT Approx. 19,000 seats

Centre Expansion

Convention Centre

Stampede

Doubled in size to approx.
1 million sgq. ft.

Taza

Master-Planned Community

Calgary Municipal Land Corp.,
on behalf of the Calgary

Tsuut'ina Nation & Canderel

96-acres in next 3-5 years

Cost of $4.5 billion, totalling 25.0
million sq. ft. over 1,200-acres
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CALGARY

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 26.4% 27.2% 291% A
Class A Nef Asking Rent (persq. f1)  $16.78  $17.11  $17.11 4P
Net Absorption (million sq. ft.) 0.05 (0.02) (0.400 V¥
New Supply (million sq. ft.) 0.00 0.43 000 V
SUBURBAN

Vacancy Rate 20.9% 20.5% 203% VW
Class A Net Asking Rent (per sq. ft.) $19.31 $19.54 $19.54 4P
Net Absorption (million sq. ft.) 0.44 0.04 014 A
New Supply (million sq. ft.) 0.22 0.00 010 A
OVERALL

Vacancy Rate 24.3% 24.7% 258% A
Class A Net Asking Rent (per sq. ft.) $17.80 $17.95 $17.95 4p
Net Absorption (million sq. ft.) 0.49 0.03 026 V¥
New Supply (million sq. ft.) 0.22 0.43 010 V

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 8.2% 8.8% 81% VW
Net Asking Rent (per sq. ft.) $7.54 $7.91 $7.96 A
Sale Price (per sq. ft.) $165 $165 $165 4P
Net Absorption (million sq. ft.) 3.12 2.04 180 V¥
New Supply (million sq. 1t 3.37 3.17 091 V¥

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $19,965  $19,955  $20,199 A
Total Retail Sales Growth 1.7% 1.9% 33% A
New Supply (million sq. ft.) 0.57 0.46 142 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 3.9% 3.9% 32% V
2-Bedroom Average Rent $1,272 $1,305 $1,345 A
New Rental Supply (units) 777 1,863 1,445 WV

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $1,482 $535 $600 A
Industrial $1,647 $987 $1,000 A
Retail $740 $386 $400 A
Multifamily $366 $256 $350 A
ICl Land $659 $435 $450 A
Total* $4,894 $2,599 $2,800 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A 525-7.00 525-700 525-7.00 4p
Office - Suburban Class A & B 625-825 6.00-825 6.00-825 4P
Industrial - Class A & B 500-625 500-625 500-625 4p
Retail - Neighbourhood 525-575 550-600 550-600 4P
Multifamily - High Rise Class B 425-475 425-475 425-475 4P
Hotel - Downtown Full Service 6.75-850 6.75-850 6.75-850 4P
Seniors Housing - IL/AL Class A 6.00-6.50 6.00-6.75 6.00-6.75 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 15,059 16,066 16,423 A
Occupancy 63.0% 61.0% 61.0% 4P
Average Daily Rate $146 $145 $148 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 4,737 4,878 5678 A
Vacancy Rate 16.1% 14.0% 14.5% A
Average Rent (standard spaces) $3,982 $4,016 $4116 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $607,000 $607,000 $625,000 A
Residential - High Density Urban** $35 $30 $30 b

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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EDMONTON

KEY TRENDS

Amenity-Rich Properties to Outperform

Across all asset classes, tenants are demanding more from
their built premises. Landlords not adapting and ensuring that
their buildings meet evolving tenant demands will be left
behind. Particularly important for purpose-built multifamily
rental product, amenity spaces need to be well planned to
create an environment that will draw tenants.

Punitive Property Tax Increases in the City

As property taxes continue to increase in the City of Edmonton,
industrial tenants have taken the lead in beginning to consider
more cost-effective options, including new facilities in
surrounding communities. The lower tax environments of
Nisku, Leduc and Acheson can result in rent differentials of
$1.00 to $2.00 per sq. ft., which can often materially impact
site selection processes.

a

Tech Demand to Continue

With world-class Al research and development at the
University of Alberta, talent is flocking to the city and boosting
the footprint of the technology industry in Edmonton. Over the
past five years, Edmonton has seen a 25.7% increase in tech
talent, with over 28,400 technology workers in the city. This
growth trajectory is expected to continue and will be a main
driver of the office market.

Alberta’s Industrial Heartland
Gains Momentum

Located northeast of Edmonton, Alberta’s Industrial Heartland
is rapidly becoming a leading industrial market to watch.
Home to over 40 companies in a variety of sectors including
manufacturing, oil, gas and petrochemicals, the Heartland
has received over $40.0 billion of investments. With two
multibillion-dollar petrochemical plants under construction,
continued growth in this area will have positive spillover effects
for service companies in the region.

PROJECTS TO WATCH

Trans Mountain
Pipeline Expansion

PROJECT TYPE Infrastructure

DEVELOPER Trans Mountain Corp.

ANTICIPATED

COMPLETION 2022 2021
Estimated $7.4 billion cost, will

KEY STAT increase production to 890,000

barrels per day

Valley Line
Southeast LRT

Infrastructure
City of Edmonton
$1.8 billion, 13-km line featuring

11 street-level stops from
Downtown to Mill Woods

Heartland Petrochemical
Complex & Canada
Kuwait Petrochemical
Polypropylene Plant

Chemical Plant

Inter Pipeline Ltd & Pembina
Pipeline Corp. / Canada Kuwait
Petrochemical Corp.

2021 & 2023

Estimated cost of $3.5 billion
and $4.9 billion, respectively
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EDMONTON

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 18.2% 20.1% 21.1% A
Class A Net Asking Rent (per sq. f.) $20.55 $21.86 $21.86 4P
Net Absorption (million sq. ft.) 0.27 (0.30) 0.13) A
New Supply (million sq. ft.) 0.65 0.00 0.03 A
SUBURBAN

Vacancy Rate 19.9% 18.6% 17.7% V
Class A Net Asking Rent (per sq. ft.) $19.64 $18.49 $18.49 4P
Net Absorption (million sq. ft.) 0.06 0.20 010 V
New Supply (million sq. ft.) 0.15 0.12 002 V
OVERALL

Vacancy Rate 18.9% 19.5% 19.8% A
Class A Net Asking Rent (per sq. ft.) $20.25 $20.99 $20.99 4P
Net Absorption (million sq. ft.) 0.33 (0.10) (0.03) A
New Supply (million sq. ft.) 0.80 0.12 005 V

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 7.9% 8.2% 83% A
Net Asking Rent (per sq. ft. $952  $10.03 $975 W
Sale Price (per sq. ft.) $139 $139 $139 4P
Net Absorption (million sq. ft. 0.81 1.33 250 A
New Supply (million sq. ft. 1.32 1.90 291 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $20,067  $19,875  $20,168 A
Total Retail Sales Growth 2.2% 1.0% 33% A
New Supply (million sq. ft.) 0.71 0.42 0.67 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 5.3% 4.9% 34% V
2-Bedroom Average Rent $1,246 $1,257 $1,285 A
New Rental Supply (units) 1,055 1,777 1290 V

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $550 $747 $400 V¥
Industrial $1,468 $963 $700 V¥
Retail $1,086 $724 $600 V¥
Multifamily $856 $465 $500 A
ICl Land $624 $571 $600 A
Total* $4,584 $3,470 $2,800 V¥

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A  550-750 550-750 550-750 4P
Office - Suburban Class A & B 6.75-8.00 6.75-800 6.75-800 4P
Industrial - Class A & B 525-700 525-725 525-725 4p
Retail - Neighbourhood 625-675 625-675 650-7.00 A

Multifamily - High Rise Class B 450-500 450-500 450-500 4p
Hotel - Downtown Full Service 7.00-850 7.00-850 7.00-850 4P
Seniors Housing - IL/AL Class A 6.00-6.50 6.00-6.75 6.00-6.75 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 16,815 17,508 18,364 A
Occupancy 59.0% 56.0% 540% VW
Average Daily Rate $129 $126 $126 4P

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019  2020F YoY
Number of Spaces 5214 5,462 6262 A
Vacancy Rafe 6.4% 8.7% 90% A
Average Rent (standard spaces) $2911  $2,794  $2,864 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $615,000 $615,000 $615,000 <P
Residential - High Density Urban** $25 $25 $25 4P

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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SASKATOON

KEY TRENDS

Flight-To-Quality Wave to Hit in 2020

New Class AA office space at River Landing has triggered a
flight-to-quality for many of Saskatoon’s marquee tenants.
With the first of two new office towers slated to open in early
2020, we will begin to see the impact on second-tier product
as tenants shuffle and relocate into upgraded space. It is
anticipated that vacancy will rise in the short-term with few
tenants lined up to backfill aging product.

Industrial Market Finds Its Footing

Building on steady improvement in recent years, the
Saskatoon industrial market continued to make gains in 2019.
Due to limited new construction and rising tenant demand, the
market has been able to rebalance from the last wave of
construction and decrease availability to a healthy 8.0%. With
rents holding steady at $9.50 per sq. ft., there remains
significant runway for future growth.

Mixed-Use Development on the Rise

Hoping to replicate the success of No.1 River Landing, several
developers have announced plans for mixed-use projects in
Saskatoon. Supported by strengthening demand for new
apartments and condos on the downtown periphery, 2020 will
see construction begin on a 17-storey, mixed-use condo
project on Broadway, while plans have been announced for
multiple towers on either side of University Bridge.

Uncertainty Remains
in the Regional Economy

Maintained softness in commodity and oil prices continues to
create uncertainty for Saskatoon’s economic outlook, leading
to caution in the real estate sector. However, and in spite of
the challenging landscape, a conservative development
pipeline across asset classes has allowed market
fundamentals to stabilize.

PROJECTS TO WATCH

River Landing

PROJECT TYPE Mixed-Use Development
oeieiorer 10 Srepene e ergemens
ANTICIPATED East Tower (Office)f 2020 2022
COMPLETION Nutrien Tower (Office): 2021

East Tower:
KEY STAT 13-storeys, 180,000 sq. ft.

Nutrien Tower:
18-storeys, 279,000 sq. ft.

D A0
14 _: '. i

Highpoint
Mixed-Use Development

Urban Capital & Victory Majors

Senator Sid Buckwold
Bridge Rehabilitation

Infrastructure

In partnership with all 3 levels
of government

2020 (Phase 2)

$60.0 million 17-storey
development including 9,000
sq. ft. of retail, 14,000 sq. ft. of
office and 112 loft-style condos

$15.0 million, two-year
rehabilitation project
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SASKATOON

MARKET STATISTICS

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 145%  123%  166% A
Class A Net Asking Rent (per sq. ft.) $25.49 $22.78 $2200 V
Net Absorption (million sq. ft.) (0.03) 0.08 006 V¥
New Supply (million sq. t.) 0.00 0.02 022 A
SUBURBAN

Vacancy Rate 15.3% 14.7% 134% V¥
Class A Net Asking Rent (per sq. ft.) $25.10 $24.20 $25.00 A
Net Absorption (million sq. ft.) 0.09 0.1 015 A
New Supply (million sq. ft.) 0.07 0.1 012 A
OVERALL

Vacancy Rate 14.9% 13.5% 15.0% A
Class A Net Asking Rent (per sq. ft.) $24.08 $22.87 $2281 V¥
Net Absorption (million sq. ft.) 0.06 0.19 020 A
New Supply (million sq. ft.) 0.07 0.13 034 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 8.8% 8.0% 85% A
Net Asking Rent (per sq. ft. $9.21 $9.52 $950 W
Sale Price (per sq. ft. $158 $145 $145 4P
Net Absorption (million sq. ft. 0.13 033 011 V¥
New Supply (million sq. ft. 0.09 0.16 024 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $23,704  $23,426  $23,935 A
Total Retail Sales Growth 1.3% 0.5% 37% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 8.3% 5.7% 6.8% A
2-Bedroom Average Rent $1,110 $1,129 $1,134 A
New Rental Supply (units) 201 312 450 A

Source: CMHC, CBRE Research, 2020.

o

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A 650-725 675-7.25 650-725 VW
Office - Suburban Class A&B 6.50-8.00 6.75-800 6.50-7.75 W
Industrial - Class A & B 625-725 650-750 675-750 A
Refail - Neighbourhood 575-650 625-700 625-7.00 4p
Multifamily - High Rise ClassB 5.00-550 5.00-550 5.00-550 4P
Hotel - Downtown Full Service ~ 7.25-8.75  7.25-875 7.25-875 4P
Seniors Housing - IL/AL Class A 6.50-7.00 6.50-7.00 6.50-7.00 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 4,895 5,041 5246 A
Occupancy 61.0% 61.0% 60.0% V¥
Average Daily Rate $124 $124 $125 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 3,423 3,438 3,438 4P
Vacancy Rate 11.2% 10.4% 11.0% A
Average Rent (standard spaces) $2,987 $2,945 $3,004 A

Source: CMHC, (BRE Seniors Housing & Healthcare Group, 2020.

WA\
2018 2019 2020F YoY
Industrial - Serviced Land* $530,000 $500,000 $500,000 <P
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: CBRE Research, 2020.
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REGINA I

KEY TRENDS

Industrial Market Rebound

After years of economic uncertainty, the tide has started to turn
on Regina’s industrial market. Development has slowed
amidst high land and construction costs, allowing the market
to absorb much of the excess industrial supply. Meanwhile, a
more stable availability rate in 2020 should relieve the current
downward pressure on rents, which have steadily decreased
from their peak since 2016.

Inflow of Capital from Out-Of-Province

Across asset types, quality product is being traded in Regina at
a premium relative to comparable assets in neighbouring
provinces. With Class A product achieving cap rates above
7.0%, and Class B and C assets over 8.0%, Regina has seen a
significant amount of capital flow in from out-of-province as
investors seek higher returns across Saskatchewan. This trend
is expected to continue into 2020.

Lingering Effects of Flight-to-Quality

Regina’s office market remained relatively stable in 2019
despite softness in commodity pricing. The market has seen a
significant flight-to-quality in recent years which has resulted
in Class A vacancy dipping below 4.0% as Class C has neared
30.0%. With limited tenants to absorb dated product,
landlords have been forced to offer increasingly aggressive
incentives to fill Class B and C space.

Cost-Effective Opportunity at the GTH

The Regina Bypass is expected to boost accessibility and
growth at the Global Transportation Hub (GTH). Located west
of Regina, the GTH is an 1,800-acre industrial and logistics
park with direct access to Canadian Pacific’s main rail line.
With 679-acres of serviced land available at $256,000 per
acre, the GTH offers competitively priced land at roughly half
the cost compared to within city limits.

PROJECTS TO WATCH
Railyard

Global

Renewal Project

PROJECT TYPE Mixed-Use Development
DEVELOPER City of Regina
SIS a0

KEY STAT 17.5-acres of land,

potential recreation hub

Aurora

Retail Development

Forster Harvard
Development Corp.

Ongoing

68-acres, 715,000 sq. ft.
regional retail site

Transportation Hub

Industrial Development
Global Transportation Hub Authority

Ongoing

1,800-acre logistics park with 13
tenants occupying 1.5 million sq. ft.,
future home of SaskPower
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REGINA

MARKET STATISTICS

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 127%  132%  126% W
Class A Net Asking Rent (per sq. ft.) $24.50 $24.00 $24.00 4p
Net Absorption (million sq. ft.) (0.02) (0.02) 0.02 A
New Supply (million sg. ft.) 0.00 0.00 0.00 «p
SUBURBAN

Vacancy Rate 12.9% 12.5% 13.0% A
Class A Net Asking Rent (per sq. ft.) $22.00 $22.00 $22.00 dp
Net Absorption (million sq. ft.) (0.01) 0.02 0.08 A
New Supply (million sq. ft.) 0.05 0.02 010 A
OVERALL

Vacancy Rate 12.7% 13.0% 127% V
Class A Net Asking Rent (per sq. ft.) $23.90 $23.50 $23.50 4P
Net Absorption (million sq. ft.) (0.03) 0.00 0.10 A
New Supply (million sq. ft.) 0.05 0.02 0.10 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 4.8% 4.7% 50% A
Net Asking Rent (per sq. ft.) $10.60 $10.50 $10.50 4P
Sale Price (per sq. ft.) $155 $165 $160 VW
Net Absorption (million sq. ft.) (0.04) 0.09 011 A
New Supply (million sq. ft.) 0.04 0.08 018 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $22,427 $22,171 $22,672 A
Total Retail Sales Growth (0.6%) 0.6% 3.7% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 7.7% 7.8% 73% V
2-Bedroom Average Rent $1,130 $1,128 $1,133 A
New Rental Supply (units) 1,008 431 110 V¥

Source: CMHC, CBRE Research, 2020.

o

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A 650-750 675-750 650-750 VW
Office - Suburban Class A&B 6.50-8.00 6.75-800 6.50-7.75 W
Industrial - Class A & B 625-750 650-7.75 675-775 A
Refail - Neighbourhood 575-650 650-7.00 650-7.00 4P
Multifamily - High Rise ClassB 5.00-550 5.00-550 5.00-550 4P
Hotel - Downtown Full Service ~ 7.25-8.75  7.25-875 7.25-875 4P
Seniors Housing - IL/AL Class A 6.50-7.00 6.50-7.00 6.50-7.00 4P

Source: (BRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 4,246 4,246 4,246 AP
Occupancy 60.0% 57.0% 57.0% <dp
Average Daily Rate $120 $120 $122 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 1,643 1,594 1,594 4P
Vacancy Rate 13.4% 15.0% 15.0% <P
Average Rent (standard spaces) $3,611 $3,738 $3,813 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $550,000 $500,000 $475,000 V¥
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.

CANADA REAL ESTATE MARKET OUTLOOK 2020

CBRE RESEARCH | © 2020 CBRE LIMITED



WINNIPEG

KEY TRENDS

Rising Industrial Rents Improving
Feasibility of New Construction

As tenants become acclimatized to new highs in rental rates,
expect to see more industrial construction in 2020 that will
finally bridge the gap between existing inventory and much-
needed new supply. With some renewal rates approaching
$11.00 per sq. ft. and new construction rents commanding
about $12.00 per sq. ft., users are taking a harder look at
new developments and build-to-suit opportunities.

Glut of Downtown Vacancy Permeating
Downwards to Class B

With the new 365,000 sq. ft. office tower at True North Square
(‘“TNS’) nearly 100% leased, a glut of office space is working its
way through the downtown market. With overall absorption
rates expected to remain anemic, the Class B market will
experience the next chapter of the TNS effect. Further
impacting this are the proposed Portage Place Shopping
Centre redevelopment and the amalgamation of Wawanesa's
offices into the newly announced fifth tower at TNS.

Once a Revitalization Dream,
Now a Starring Role

The Sports, Hospitality and Entertainment District (SHED), once
an urban revitalization dream, is now a very real and vibrant
new district. The SHED is coming alive with tech tenants like
SkipTheDishes, high-end hotels such as Sutton Place, food
halls and new purpose-built rental towers. Additional
investments along the fringes of the district are expected to
exceed $400.0 million over the next five years.

Stability is Attractive in Times
of Uncertainty

Debt and equity markets are anticipated to increase asset
allocations to real estate and investors seeking fo recalibrate
geographic allocations or asset mixes will look to Winnipeg.
Industrial, apartment and mixed-use properties will remain in
demand in 2020 with emphasis on assets with strong rent
upside potential.

PROJECTS TO WATCH

Portage Place

300 Main Street

True North Square

Mixed-Use Development

True North Real Estate
Development

1.5 million sq. ft. of commercial

PROJECT TYPE Mixed-Use Development

DEVELOPER Artis REIT

ANTICIPATED

COMPLETION 2021 2023
KEY STAT $160.0 million project including

apartment, office and retail

and residential space in
downtown Winnipeg

Shopping Centre

Mixed-Use Development
Starlight Investments

2026

$400.0 million proposed
repositioning of mall and addition
of two 20-storey residential towers
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WINNIPEG

MARKET STATISTICS

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate N7%  1.6%  11.8% A
Class A Net Asking Rent (per sq. fr) ~ $22.34  $22.71  $2250 W
Net Absorption (million sq. ft.) 0.05 0.02 0.02 V¥
New Supply (million sg. ft.) 0.38 0.00 0.00 «p
SUBURBAN

Vacancy Rate 8.2% 5.7% 7.5% A
Class B Net Asking Rent (per sq. ft.) $15.03 $15.92 $16.95 A
Net Absorption (million sq. ft.) 0.06 0.17 (001) V¥
New Supply (million sq. ft.) 0.00 0.08 006 V
OVERALL

Vacancy Rate 10.8% 9.9% 10.6% A
Class A Net Asking Rent (per sq. ft.) $22.34 $22.71 $2250 V¥
Net Absorption (million sq. ft.) 0.12 0.19 (004 V¥
New Supply (million sq. ft.) 0.38 0.08 006 V

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 3.2% 3.6% 39% A
Net Asking Rent (per sq. ft. $7.96 $8.06 $8.15 A
Sale Price (per sq. ft.) $94 $97 599 A
Net Absorption (million sq. ft. 0.39 (0.20) 008 A
New Supply (million sq. ft. 0.07 0.08 018 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $15,730  $15,837  $16,090 A
Total Retail Sales Growth 4.0% 2.2% 31% A
New Supply (million sq. ft.) 0.05 0.00 0.00 «p

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 2.9% 3.1% 3.0% V¥
2-Bedroom Average Rent $1,179 $1,223 $1,234 A
New Rental Supply (units) 1,410 1,384 2,921 A

Source: CMHC, CBRE Research, 2020.

o

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A 550-6.00 550-600 550-600 4P
Office - Suburban Class A& B 6.50-7.50 6.50-7.50 6.50-7.50 4P
Industrial - Class A & B 600-725 600-725 600-725 4P
Retail - Neighbourhood 650-7.00 650-7.00 625-675 VW

Multifamily - High Rise ClassB 5.00-550 5.00-550 5.00-550 4P
Hotel - Downtown Full Service ~ 7.00-8.50  7.00-850 7.00-850 <P
Seniors Housing - IL/AL Class A 6.25-6.75  6.25-6.75 625-6.75 4P

Source: (BRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 7,313 7,505 7973 A
Occupancy 70.0% 70.0% 680% VW
Average Daily Rate $129 $129 $131 A

Source: CBRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 4,148 4,407 4,657 A
Vacancy Rate 3.7% 2.8% 3.0% A
Average Rent (standard spaces) $2,750 $2,831 $2,909 A

Source: CMHC, (BRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $235,000 $242,000 $254,000 A
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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WINDSOR

KEY TRENDS

Population Growth to Fuel Residential
Construction

Windsor made headlines in 2019 after recording some of the
largest rental and residential sale price gains in the country.
Fuelled by population growth, expect residential construction
activity to continue at full steam in 2020 as a record number
of building permits will add to the 1,700 multifamily units
currently proposed or under construction.

Industrial Stability Ahead

The development pipeline is anticipated to moderate slightly in
the year ahead after an influx of existing options hit the market
in 2019 and raised the availability rate to 3.2%. On the
demand side, continued stability is expected as industrial users
look to take advantage of new, high-quality inventory now
available.

a

Office Market to Tackle Vacancy

Highlighted by a lack of modern office offerings, well

located Class A and B suburban properties are expected to
drive rent premiums in 2020 with limited quality options over
5,000 sq. ft. In contrast, the downtown office market could
see strong municipal support for residential conversions,
providing relief to the persistently elevated Class C

vacancy rate.

Gordie Howe Bridge Construction
Continues

Construction started on the $5.7 billion Gordie Howe
International Bridge in 2019. Considered to be the most
significant infrastructure project in the region’s history, the
2.5-kilometre bridge will span six lanes and create over 2,500
jobs. Expect capital to target residential, industrial and land
assets in the region as the project nears completion in 2024.

PROJECTS TO WATCH

Gordie Howe
International Bridge

Windsor-Essex
Mega Hospital

PROJECT TYPE Infrastructure Infrastructure
. . Windsor Regional
DEVELOPER Bridging North America Hospitals System
(A:ETAL\CP:_F?JE)?\] 2024 Pre-procurement stage
KEY STAT $5.7 billion, six lane bridge $2.0 billion, 1.6 million sq. ft.,
2.5-km long 10-storeys
‘

CANADA REAL ESTATE MARKET OUTLOOK 2020

Farhi Development

Residential Development
Farhi Holdings Corp.

To startin 2020

$250.0 million, 45-acres,
533 residential units
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WINDSOR

MARKET STATISTICS

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 20.2% 20.4% 21.0% A
Class A Net Asking Rent (persq. ) $16.00  $16.00  $1650 A
Net Absorption (million sq. ft) na 004  (001) W
New Supply (million sq. ft) 0.00 0.05 000 V¥
SUBURBAN

Vacancy Rate 16.9% 12.8% 105% VW
Class B Net Asking Rent (per sq. ft.) $10.13 $10.61 $11.00 A
Net Absorption (million sq. f.) n/a 0.12 008 V
New Supply (million sq. ft.) 0.00 0.00 002 A
OVERALL

Vacancy Rate 17.7% 14.7% 132% V
Class A Net Asking Rent (per sq. ft.) $16.00 $16.00 $16.50 A
Net Absorption (million sq. ft.) n/a 0.16 008 V
New Supply (million sq. ft.) 0.00 0.05 002 V

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 2.6% 3.2% 34% A
Net Asking Rent (per sq. ft. $6.85 $6.88 $7.00 A
Sale Price (per sq. ft.) $86 $93 I 4
Net Absorption (million sq. ft. 0.28 (0.05) 008 A
New Supply (million sq. ft. 0.09 0.31 020 V¥

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $15,226 $15,285 $15,686 A
Total Retail Sales Growth 4.7% 1.8% 32% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 3.0% 2.9% 28% VWV
2-Bedroom Average Rent $915 $949 $984 A
New Rental Supply (units) 57 44 181 A

Source: CMHC, CBRE Research, 2020.

o

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A&B ~ 7.50-8.50 7.50-850 7.50-850 P
Office - Suburban Class A& B 7.25-825 725-825 7.25-825 4P
Industrial - Class A & B 800-850 7.75-850 7.50-850 VW

Refail - Neighbourhood 625-775 650-775 650-7.75 4P
Multifamily - High Rise ClassB ~ 6.00-6.75 575-650 550-650 W

Hotel - Downtown Full Service ~ 7.50-8.75 7.50-8.75 7.50-8.75 4P
Seniors Housing - IL/AL Class A 6.25-6.75  6.00-650 6.00-6.50 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 1,715 1,735 1,890 A
Occupancy 66.0% 61.0% 590% VWV
Average Daily Rate $125 $120 $122 A

Source: CBRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 1,809 1,808 1,808 4P
Vacancy Rate 10.7% 7.7% 10.0% A
Average Rent (standard spaces) $3,366 $3,287 $3,353 A

Source: CMHC, (BRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $176,000 $194,000 $200,000 A
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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LONDON

KEY TRENDS

Multifamily Pipeline to
Change Downtown Skyline

Developers are pushing ahead with new high-rise
developments that will change London’s downtown skyline.
Forecast to deliver 1,300 new units with another 2,000 in the
planning and permitting stages, this development cycle is
expected to boost population figures in the city’s core. In turn,
this should help to increase the performance of all assets and
lead to greater investment activity.

Velocity in the Investment Market

London experienced strong levels of investment activity in
2019 with the top 20 deals totalling nearly $350.0 million in
value. Investors will continue to be active throughout 2020
with larger institutions taking advantage of market conditions
and disposing of non-core holdings in London, often
purchased by smaller private capital buyers.

a\

Solid Office Leasing Activity to Continue

Following the completion of several lease transactions over
20,000 sq. ft. in 2019, London’s office market is poised to
build on current momentum with a number of large deals in
the pipeline for 2020. Leasing activity is expected to remain
high as landlords look for creative opportunities to further
stabilize assets.

Record Investment to Build
on Industry Diversity

Historically tied to the manufacturing and automotive industry,
London’s economy has diversified since 2008 with the rise of
the city’s technology, food production and defense sectors.
This is highlighted by Maple Leaf Foods’ new $660.0 million
pouliry processing facility, which is the largest single food
production investment in Canadian history. This plant will
employ 1,450 people and generate $1.2 billion of annual
economic activity once operational in 2021.

PROJECTS TO WATCH

Middlesex County Buildings Maple Leaf Foods

Rapid Transit Initiative

PROJECT TYPE Infrastructure

DEVELOPER City of London

ég&%&ﬁg& Construction to start in 2020
$500.0 million investment to

KEY STAT improve accessibility including

Bus Rapid Transit

& Old Courthouse

Mixed-Use Redevelopment

York Developments

High profile infill high-rise
development site in the city core
with heritage features

Processing Facility

Industrial Development

Maple Leaf Foods

2022-2023 2021

$660.0 million, 640,000 sq. ft.
poultry production plant on
98-acres
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LONDON

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 21.3% 18.4% 17.7% V
Class A Net Asking Rent (per sq. )~ $14.62  $13.98  $14.15 A
Net Absorption (million sq. ft.) (0.08) 0.01 0.03 A
New Supply (million sg. ft.) 0.00 0.00 0.00 «p
SUBURBAN

Vacancy Rate 17.3% 12.6% 11.6% VW
Class B Net Asking Rent (per sq. ft.) $9.49 $13.94 $13.94 4P
Net Absorption (million sq. ft.) (0.05) 0.09 009 «p
New Supply (million sq. ft.) 0.09 0.03 008 A
OVERALL

Vacancy Rate 20.3% 16.9% 161% WV
Class A Net Asking Rent (per sq. ft.) $14.62 $13.98 $1415 A
Net Absorption (million sq. ft.) (0.13) 0.10 012 A
New Supply (million sq. ft.) 0.09 0.03 0.08 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 51% 3.0% 19% W
Net Asking Rent (per sq. ft. $5.14 $5.02 $5.15 A
Sale Price (per sq. ft.) $74 $75 575 4P
Net Absorption (million sq. ft. 1.47 0.97 122 A
New Supply (million sq. ft. 0.39 0.13 080 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $16,285  $16,131 $16,472 A
Total Retail Sales Growth 4.1% 0.9% 3.6% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 2.1% 1.8% 23% A
2-Bedroom Average Rent $1,087 $1,107 $1,137 A
New Rental Supply (units) 1,139 483 989 A

Source: CMHC, CBRE Research, 2020.

PO
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $19 $85 $40 VWV
Industrial $28 $30 $30 4P
Retail $409 $158 $200 A
Multifamily $277 $127 $300 A
ICl Land $37 $61 $50 V¥
Total* $770 $461 $620 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class A 650-850 6.25-825 6.00-700 V¥
Office - Suburban Class A & B 750-850 750-850 650-775 VW
Industrial - Class A & B 6.30-850 630-850 625-750 VW
Retail - Neighbourhood 6.25-775 625-775 575-725 VW
Multifamily - High Rise Class B 5.25-6.50 5.00-6.25 5.00-6.25 4p
Hotel - Downtown Full Service 750-875 750-875 750-875 4P
Seniors Housing - IL/ALClassA  6.25-6.75 6.00-6.50 6.00-6.50 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 3,531 3,531 3,531 dp
Occupancy 67.0% 65.0% 66.0% A
Average Daily Rate $118 $121 $123 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 2,168 2,422 2,672 A
Vacancy Rate 8.8% 12.0% 3.0% V¥
Average Rent (standard spaces) $3,675 $3,683 $3,793 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $105,000 $105,000 $105,000 <P
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: CBRE Research, 2020.
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WATERLOO REGION

KEY TRENDS

Industrial Developers to Capitalize
on Market Conditions

Strong fundamentals across Waterloo Region have led to
record-low availability rates and accelerated rent growth.
Spurred on by current conditions, new speculative construction
in the pipeline has developers looking to capitalize on the
bottleneck of demand in 2020 and 2021 amidst limited
market opportunities. Given recent growth, a robust labour
pool and highway accessibility, the industrial market is
forecast to continue to perform well in 2020.

Injection of Best-in-Class Product
on the Horizon

With no new supply added to the office market since 2018,
Waterloo Region is seeing growth through exciting new
construction developments. Highlighted by 345 King West by
Perimeter and Fiera Properties and GloveBox (fall 2021
occupancy), these projects, both in Kitchener’s Innovation
District, will bring best-in-class product to the Region,
exemplifying market confidence and the prospects of

future growth.

N

Downtown Kitchener Going Higher

New downtown high-rise developments continue to reshape
the landscape of the Region, particularly in Kitchener with over
3,000 residential units in the development pipeline totalling
approximately $700.0 million in value. New projects have
been well received by the market, as demonstrated by the
success of advanced unit sales and a deep buyer pool.

Land Pricing and Investment
Volumes on the Rise

Shrinking supplies of developable land across the Greater
Toronto Area (GTA) have made Waterloo Region an enticing
market for developers and investors. The recent success of
new builds throughout the Region, a healthy price spread
against the neighbouring suburban GTA market and a
competitive and growing investor landscape are set to
compound the current growth of land pricing and investment
volumes further in 2020.

PROJECTS TO WATCH

iPort Business Park

GloveBox

Europro Downtown
Kitchener

PROJECT TYPE Industrial Development Mixed-Use Redevelopment Office Repositioning
Momentum Developments,
DEVELOPER HOOPP Zehr Group & KingSett Capital Europro
ANTICIPATED L
COMPLETION Starting in 2021 2021 2020 - 2021
150,000 sg. ft. office Capital investment of $15.0
KEY STAT 300-acres, 3.0 million sq. ft. redevelopment, combining Huck  million foward modernizing

industrial development

Glove factory with new mid-rise
office, KPMG lead tenant

Europro’s 1.2 million sq. ft.
office portfolio

CANADA REAL ESTATE MARKET OUTLOOK 2020
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WATERLOO REGION

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 11.5%  124%  125% A
Class A Net Asking Rent (per sq. ) $15.87  $15.00  $1550 A
Net Absorption (million sq. ft.) 0.09 0.00 0.09 A
New Supply (million sq. ft.) 0.06 0.00 011 A
SUBURBAN

Vacancy Rate 13.1% 9.5% 81% V
Class A Net Asking Rent (per sq. ft.) $16.04 $14.27 $15.00 A
Net Absorption (million sq. ft.) 1.19 0.24 024 dp
New Supply (million sq. ft.) 0.62 0.00 010 A
OVERALL

Vacancy Rate 12.6% 10.3% 95% VW
Class A Net Asking Rent (per sq. ft.) $16.02 $14.31 $1495 A
Net Absorption (million sq. ft.) 1.28 0.24 033 A
New Supply (million sq. ft.) 0.68 0.00 021 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 2.2% 1.9% 15% W
Net Asking Rent (per sq. ft. $5.82 $6.69 $736 A
Sale Price (per sq. ft.) $85 $129 $145 A
Net Absorption (million sq. ft. 2.04 0.96 198 A
New Supply (million sq. ft. 0.22 0.62 157 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $16,333  $15413  $15,795 A
Total Retail Sales Growth 4.4% 1.6% 37% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 2.9% 2.1% 26% A
2-Bedroom Average Rent $1,210 $1,231 $1,261 A
New Rental Supply (units) 1,580 560 1,053 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $148 $76 $150 A
Industrial $397 $414 $450 A
Retail $362 $328 $350 A
Multifamily $483 $904 $1,100 A
ICl Land $297 $266 $300 A
Total* $1,687 $1,988 $2,350 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class A 6.00-7.00 575-650 6.00-650 A
Office - Suburban Class A & B 6.00-7.75 575-7.00 625-7.00 A
Industrial - Class A & B 550-725 475-625 500-625 A
Retail - Neighbourhood 550-650 550-650 500-625 VW
Multifamily - High Rise Class B 425-500 4.00-4.75 4.00-525 A
Hotel - Downtown Full Service 750-850 7.50-850 7.50-850 4P
Seniors Housing - IL/ALClassA  6.25-6.75 6.00-6.50 6.00-6.50 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 4,221 4,151 4,336 A
Occupancy 66.0% 66.0% 65.0% VW
Average Daily Rate $126 $129 $131 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019  2020F YoY
Number of Spaces 2,648 2,609 2729 A
Vacancy Rafe 9.6% 12.1% 1n0% W
Average Rent (standard spaces) $3,474  $3761  $3874 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $300,000 $300,000 $500,000 A
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: CBRE Research, 2020.
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HAMILTON

KEY TRENDS

New and Rejuvenated Industrial
Product to Benefit Market

Industrial availability and rental rates will rise in the short-term
in response to projects that will modernize inventory. Stelco is
subdividing and revitalizing their existing property, meanwhile
one of the largest owners in the Bayfront Industrial Park is
rejuvenating over 700,000 sq. ft. of underutilized space. New
spec construction in the Airport and Stoney Creek Business
Parks is also expected to deliver in 2020. This activity is a
welcome occurrence for the market demonstrating the
commitment of owners to attracting modern manufacturing
businesses.

Tech Companies Increasing Interest

Affordable living and an appealing arts and culture scene are
attracting Millennials to Hamilton. With lower operating costs
as an added benefit, technology companies are following the
talent to the city. Recent announcements include Q4 Inc., a
Toronto-based software company, which is expanding
operations to Hamilton and bringing 140 new jobs to
downtown.

o\

Raised Questions Around Cancelled LRT

Metrolinx cancelled Hamilton’s proposed LRT in late 2019 and
left many wondering what would happen to the properties
purchased along the route. Investors who purchased into the
corridor did so with the expectation that the LRT would bring
higher density developments. The City is now waiting for the
five-person task force to determine how the $1.0 billion
provincial transit and infrastructure funds will be spent.

Made in Hamilton Solution

The City of Hamilton is reviewing proposals to modernize and
repair the aging FirstOntario Arena and Convention Centre in
downtown Hamilton. Two local groups have made pitches
offering new facilities including residential, commercial and
hotel uses, with one group suggesting their concept could be
completed in 12 to 14 months.

PROJECTS TO WATCH

Aeropark Industrial
Development

PROJECT TYPE Industrial Business Park
DEVELOPER Panattoni
KEY STAT 264,534 sq. ft. spec construction,

backing onto the Airport

Industrial Redevelopment

Stelco Holdings Inc.

701,000 sq. ft. of vacant buildings
being updated to modern specs

Stelco Property
Revitalization

59 King Street East

Office Development
Core Urban Inc.

2020

Software company Q4 Inc. to
take 17,000 sq. ft. in the 4-storey
development
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HAMILTON

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 20.3% 17.1% 17.1% 4P
Class A Net Asking Rent (per sq. ft.) $15.00 $15.50 $15.50 b
SUBURBAN

Vacancy Rate 16.1% 18.2% 16.0% V¥
Class A Net Asking Rent (per sq. ft.) $15.00 $15.00 $15.00 )
OVERALL

Vacancy Rate 19.1% 17.4% 168% VW
Class A Net Asking Rent (per sq. ft.) $15.00 $15.35 $1535 4p

Source: (BRE Research, 2020.

INDUSTRIAL
2018 2019 2020F YoY
Availability Rate 2.6% 3.4% 38% A
Net Asking Rent (per sq. ft.) $6.31 $6.91 $7.10 A
Sale Price (per sq. ft.) $128 $129 $135 A

Source: (BRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 3.1% 3.9% 32% V
2-Bedroom Average Rent $1,158 $1,219 $1,264 A
New Rental Supply (units) 0 101 221 A

Source: CMHC, CBRE Research, 2020.

>

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $14,230  $14,400  $14,729 A
Total Retail Sales Growth 0.5% 2.3% 3.4% A

Source: (BoC, CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 1,970 2,201 2,337 A
Occupancy 70.0% 67.0% 65.0% V¥
Average Daily Rate $134 $137 $140 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 3,487 3,997 4,153 A
Vacancy Rate 8.9% 7.9% 75% VW
Average Rent (standard spaces) $3,287 $3,743 $3,837 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $450,000 $565,000 $625,000 A
Residential - High Density Urban** n/a n/a n/a

* peracre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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TORONTO

KEY TRENDS
The Challenge of Planning for Office Space Needs

Tight downtown market conditions have placed pressure on
office rents to the point where at times they approach spot
pricing. While users must act quickly to secure space, the
accelerated pace of change has made forecasting headcount
growth increasingly difficult.

Record New Supply Remains Insufficient

Despite industrial development at record levels, it remains
insufficient to satisfy the pent-up demand in the market. A lack
of available space due to preleasing will drive further rent
growth with new demand to come from the industries that
cannot locate away from the city.

Retailers Trim Portfolios to
Secure Premier Locations

Retailers have become more strategic by shedding smaller,
second-tier stores in favour of premier destinations,
particularly in top-performing urban malls. In turn, savings
from a trimmed portfolio are being put towards securing
high-quality locations.

a

Premier Destination for Global Capital

Toronto was once again the nation’s most active investment
market in 2019. While the city continues to benefit from its
status as a global safe haven, investor interest is increasingly
being driven by the sector’s performance and potential for
income growth.

Land Activity to Surge
on Development Demand

The land market is set to be the most active in recent years
as buyer confidence returns. Housing affordability issues are
driving demand and residential development and periphery
markets with serviced land near high-order transit will see
strong growth.

Alternative Asset Classes Thrive

Liquidity for non-core asset classes like seniors housing and
hotels has grown recently. Well-capitalized investors
expanding their search for yield, an institutionalized
marketplace and strong fundamentals will place pressure on
pricing in these sectors into 2020.

PROJECTS TO WATCH

100 Queens Quay East The Well Retail

PROJECT TYPE Office Development
DEVELOPER Menkes Developments
ANTICIPATED
COMPLETION 2021

State-of-the-art building design
KEY STAT with unobstructed waterfront

views with a neighbouring
2.5-acre park

Mixed-Use Development

2022 (commercial uses)

3.1 million sq. ft. development site
on 7.8-acres: 420,000 sq. ft. of
retail with an 80,000 sq. ft. public
food market

1330 Martin Grove Road

Industrial Development

RioCan REIT
& Allied Properties REIT

Carttera Private Equities Inc.
2021

14-acre site, 367,480 sq. f1.
property with 40’ clear height;
IMIT approved
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TORONTO

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 2.7% 2.2% 28% A
Class A Net Asking Rent (per sq. ft.) $35.37 $35.30 $35.71

Net Absorption (million sq. ft.) 1.38 0.79 206 A
New Supply (million sq. t.) 0.56 0.34 267 A
SUBURBAN

Vacancy Rate 13.1% 11.8% 120% A
Class A Net Asking Rent (per sq. ft.) $17.56 $17.63 $17.70 A
Net Absorption (million sq. ft.) 0.93 1.15 046 V
New Supply (million sq. ft.) 0.82 0.17 069 A
OVERALL

Vacancy Rate 7.6% 6.7% 71% A
Class A Net Asking Rent (per sq. ft.) $20.88 $20.69 $20.83 A
Net Absorption (million sq. ft.) 2.32 1.93 252 A
New Supply (million sq. ft.) 1.37 0.50 337 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 1.6% 1.4% 1.4% <4p
Net Asking Rent (per sq. ft. $7.15 $8.62 $9.08 A
Sale Price (per sq. ft.) $194 $224 $233 A
Net Absorption (million sq. ft. 11.05 10.65 1384 A
New Supply (million sq. ft. 575 9.09 1408 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $14,689  $14,941 $15213 A
Total Retail Sales Growth 3.1% 4.0% 37% V¥
New Supply (million sq. ft.) 1.16 0.94 080 V

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.1% 1.5% 12% V¥
2-Bedroom Average Rent $1,467 $1,562 $1,632 A
New Rental Supply (units) 3,128 3,372 4,846 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $4,318 $4,192 $4,400 A
Industrial $5,129 $4,377 $5,200 A
Retail $2,856 $2,369 $3,200 A
Multifamily $2,664 $3,843 $3,900 A
ICl Land $2,729 $2,858 $3,200 A
Total* $17,696 $17,639 $19,900 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A 4.00-4.75 4.00-4.75 375-475 VW
Office - Suburban Class A & B 550-725 575-750 575-725 VW
Industrial - Class A & B 4.00-600 375-550 375-500 V¥
Retail - Neighbourhood 500-625 5.00-625 500-625 4p
Multifamily - High Rise Class B 350-400 3.00-4.00 295-385 V¥
Hotel - Downtown Full Service 450-6.00 450-6.00 450-6.00 4p
Seniors Housing - IL/ALClassA  6.00-6.50 5.75-6.25 5.75-625 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 45,195 46,130 47,538 A
Occupancy 76.0% 74.0% 73.0% V¥
Average Daily Rate $183 $184 $187 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019  2020F YoY
Number of Spaces 16569 16292 1649 A
Vacancy Rafe 9.8% 7.5% 11.0% A
Average Rent (standard spaces) $4,283  $4,406  $4,538 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $1.03 $1.34 $1.50 A
Residential - High Density Urban** $200 $270 $300 A

* per acre (S Millions) ** per sq. ft. buildable
Source: MCAP, (BRE Research, 2020.
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OTTAWA n

KEY TRENDS

Aging Federal Government Inventory

Almost 30% of the Federal Government’s owned buildings in
Ottawa are rated in “critical” or “poor” condition according to
a recent Federal Government report. The amount of space
contained within these buildings represents over 14.3 million
sq. ft. of office space that will require significant renovations.
With Ottawa having a total compliment of only 2.6 million sq.
ft. of vacant office space, we anticipate that the Government’s
need for functional space will be a continued driver for
absorption and growth.

Continued Tech Growth

Ofttawa's technology sector continues to see two-pronged
growth in the city divided between the downtown urban tech
hub and the Kanata suburb. The downtown core is expected
to see few large blocks of space come to market in the
short-term that will provide growth opportunities in the core.
Conversely, Kanata is experiencing a lack of space to

accommodate existing requirements. With only about
400,000 sq. ft. of vacant space, the 600,000 sq. ft. of active
new tenancies will face a space crunch requiring the
construction of new buildings to fully meet occupier demands.

Industrial Rent Growth
Needed for More Development

The industrial market continues to perform well with little
available space, strong demand and rising rents. While rental
rates reached record levels in 2019, they have not yet reached
a point that supports new construction. As such, further
increases in rental rates are needed before new development
becomes financially feasible. Given the significant rent growth
seen in the last few years, it will be interesting to see if tenants
are able to absorb these required increases or whether they
will search for opportunities outside of the urban boundary.

PROJECTS TO WATCH
Stage 2 Confederation

Line LRT LeBreton Flats 900 Albert Street
PROJECT TYPE Infrastructure Master-Planned Community Mixed-Use Development
DEVELOPER City of Ottawa National Capital Commission Trinity Group
ANTICIPATED Staggered completions in 2022, .
COMPLETION 2094 and 2025 Expected to launch in 2021 2024

$4.6 billion project expands 29-hectare site serviced Three towers with 1,300 residential
KEY STAT the O-Train by 24 new stations -heciare siie service units and over 585,000 sq. ft. of

along 44-km of track

by two LRT stations

commercial space.
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OTTAWA

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 7.4% 6.5% 52% V
Class A Nef Asking Rent (per sq. )~ $23.81  $24.05  $2525 A
Net Absorption (million sq. ft) 0.35 0.17 029 A
New Supply (million sq. ft) 0.00 0.00 003 A
SUBURBAN

Vacancy Rate 8.5% 6.2% 50% V
Class A Net Asking Rent (per sq. ft.) $16.03 $15.67 $16.50 A
Net Absorption (million sq. ft.) 0.74 0.57 035 V
New Supply (million sq. ft.) 0.00 0.00 010 A
OVERALL

Vacancy Rate 8.0% 6.3% 51% V
Class A Net Asking Rent (per sq. ft.) $18.14 $18.95 $19.95 A
Net Absorption (million sq. ft.) 1.09 0.73 065 V
New Supply (million sq. ft.) 0.00 0.00 0.13 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 2.7% 2.8% 20% W
Net Asking Rent (per sq. ft. $10.10  $1060  $1150 A
Sale Price (per sq. ft.) $176 $176 $200 A
Net Absorption (million sq. ft. 0.61 1.02 031 V¥
New Supply (million sq. ft. 0.07 1.07 007 V¥

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $16,213 $16,348 $16,699 A
Total Retail Sales Growth 4.1% 2.6% 35% A
New Supply (million sq. ft.) 0.18 0.02 016 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.6% 1.8% 1.7% VW
2-Bedroom Average Rent $1,301 $1,410 $1,472 A
New Rental Supply (units) 928 1,133 1,655 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $635 $845 $900 A
Industrial $356 $347 $400 A
Retail $376 $359 $375 A
Multifamily $224 $692 $650 V¥
ICl Land $309 $227 $350 A
Total* $1,900 $2,470 $2,675 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A 4.75-550 4.75-550 4.75-525 VW
Office - Suburban Class A& B~ 6.00-7.25 625-750 6.00-650 VW
Industrial - Class A & B 450-650 450-650 500-550 VW
Retail - Neighbourhood 575-650 575-650 6.00-7.00 A
Multifamily - High Rise Class B 4.00-425 4.00-4.25 425-475 A
Hotel - Downtown Full Service 7.00-800 7.00-800 7.00-800 4P
Seniors Housing - IL/ALClassA  6.00-6.50 5.75-6.25 5.75-625 4P

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 11,454 12,369 12,620 A
Occupancy 73.0% 71.0% 71.0% 4P
Average Daily Rate $169 $167 $170 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 8,051 8,448 9,307 A
Vacancy Rate 14.5% 15.8% 150% V¥
Average Rent (standard spaces) $3,920 $4,092 $4,174 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $575,000 $575,000 $700,000 A
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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MONTREAL

KEY TRENDS

Montreal’s Industrial Market Heats Up

Montreal’s industrial market looks poised to test record
occupancy and pricing levels in 2020 due to continued strong
leasing activity and pent-up demand. New mid-bay product is
expected to kick-off on spec to serve growing distribution and
logistics requirements, with Amazon's new facility acting as a
cue for others considering establishing fulfillment or last-mile
facilities in the Greater Montreal Area (GMA).

No End in Sight for Elevated
Office Demand

Alongside expanding local users, a variety of new tenants are
entering the GMA office market and driving activity for mid-
sized spaces. Widespread demand for access to Montreal
talent is anticipated from knowledge-based companies as the
City solidifies its standing as an international tech hub for Al
and gaming. Upon completion, the REM will increase

connectivity across the GMA and should spur suburban growth.

a

Investment Market to Carry
Positive Momentum into 2020

Boosted by solid market fundamentals and a healthy
economic outlook, Montreal’s investment market will remain
active in 2020 across all asset types. Multifamily product will
be highly sought-after, land prices in the core are expected to
approach all-time highs and the limited availability of
industrial assets will require investors to be creative and
flexible if they wish to access the market.

20-20-20 Rule & REM to
Reshape Housing Across the GMA

Coming into effect in 2021, the controversial 20-20-20 rule
will promote the construction of social, affordable and family
housing in new residential projects in Montreal. Projected to
raise condominium prices by 15%, additional impacts are
likely to include urban projects shifting to higher densities to
curb costs and an increased inferest in suburban areas not
subject to the rule. The greatest beneficiaries will be REM-
adjacent sites in the South and often overlooked East.

PROJECTS TO WATCH

Réseau express

métropolitain (REM)

National Bank

PROJECT TYPE Infrastructure Office Development
Cuaisse de dépét et placement -

DEVELOPER du Québec (CDPQ) Broccolini

ANTICIPATED

COMPLETION 2021-2023 2022
’f’gii?!lllsofglrné;twnléggzrsc:!fions $500.0 million 40-storey

KEY STAT " development, new headquarters

connecting the suburbs to
downtown

for National Bank

Espace Montmorency

Mixed-Use Development

Groupe Montoni, Fonds
immobilier de solidarité FTQ
& Groupe Sélection

2022

1.3 million sgq. ft. development
including: 350,000 sq. ft. of
office, 175,000 sq. ft. of retail,
50,000 sq. ft. of green space
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MONTREAL

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 9.4% 7.6% 74% V
Class A Net Asking Rent (per sq. fr)  $22.76  $24.57  $26.16 A
Net Absorption (million sq. ft.) 0.15 0.86 073V
New Supply (million sq. 1t 0.04 0.17 068 A
SUBURBAN

Vacancy Rate 18.0% 15.3% 152% VW
Class A Net Asking Rent (per sq. ft.) $14.82 $14.86 $15.17 A
Net Absorption (million sq. ft.) (0.10) 0.84 058 V¥
New Supply (million sq. ft.) 0.16 0.00 065 A
OVERALL

Vacancy Rate 12.9% 10.7% 10.6% WV
Class A Net Asking Rent (per sq. ft.) $18.45 $19.23 $20.07 A
Net Absorption (million sq. ft.) 0.05 1.71 131 'V
New Supply (million sq. ft.) 0.20 0.17 132 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 3.6% 2.7% 21% W
Net Asking Rent (per sq. ft. $5.91 $6.59 $750 A
Sale Price (per sq. ft.) $88 $111 $135 A
Net Absorption (million sq. ft. 8.93 419 226 W
New Supply (million sq. ft. 0.79 1.55 044 VW

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $14,473  $14,949  $15,149 A
Total Retail Sales Growth 9.7% 4.9% 22% V
New Supply (million sq. ft.) 1.00 0.24 023 V

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.9% 1.5% 13% V
2-Bedroom Average Rent $809 $855 $881 A
New Rental Supply (units) 8,879 12,303 14,623 A

Source: CMHC, CBRE Research, 2020.

P
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $1,088 $2,082 $1,300 V¥
Industrial $1,391 $1,238 $1,00 V¥
Retail $965 $1,169 $2,000 A
Multifamily $2,131 $2,644 $3,000 A
ICl Land $473 $358 $600 A
Total* $6,048 $7,491 $8,000 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class AA& A 4.25-550 450-525 450-500 VW
Office - Suburban Class A& B~ 550-7.50 6.00-750 575-7.00 WV
Industrial - Class A & B 475-650 450-650 450-575 VW
Retail - Neighbourhood 650-7.00 625-675 585-625 VW
Multifamily - High Rise Class B 4.50-5.00 4.25-4.75 425-475 4p
Hotel - Downtown Full Service 7.00-800 7.00-800 7.00-800 4P
Seniors Housing - IL/ALClassA  6.00-6.75 6.00-6.50 6.00-6.50 4p

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 24,235 24,789 25356 A
Occupancy 73.0% 74.0% 74.0% 4P
Average Daily Rate $179 $183 $190 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 51,519 54,333 56,381 A
Vacancy Rate 6.2% 7.1% 83% A
Average Rent (standard spaces) $1,803 $1,867 $1,923 A

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $0.61 $0.83 $1.00 A
Residential - High Density Urban** n/a n/a n/a

*per acre (S Millions), ** per sq. ft. buildable
Source: (BRE Research, 2020.
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QUEBEC CITY

KEY TRENDS

E-commerce Driven Industrial
Demand Gaining Ground

Aimed to serve online order processing, Simons’ new

1.1 million sq. ft. fulfillment centre is scheduled for delivery in
early 2020. Stemming from the growth of e-commerce,
further tenant demand is expected. For their part, Simons will
leverage their expertise in collaboration with the Ministry of
Economy, Science and Innovation to transform their existing
distribution centre into a multi-client e-commerce accelerator.

Quebec Reinforces its Position
on the Canadian Scene

A testbed for Canadd’s first pre-commercial 5G wireless
network, Quebec City continues to garner attention on the
tech scene. Key industries, including IT and communications,
video and digital gaming, and the lucrative life sciences
technologies, will lead to greater office momentum as local
companies look to grow at a fast pace and expand operations.

a

City Aiming to Release More
Industrial Product

With the market’s availability expected to hover around 2.0%
in 2020, the City will begin to explore options aimed at
solving issues around the current scarcity of developable land
and lack of industrial product. This will include completing
feasibility studies targeting lands near the airport, as well as
evaluating and earmarking existing industrial parks for
potential redevelopment.

Future Tramway System to
Boost Market Appeal

Funded by all levels of government, the $3.3 billion
restructured transport network is expected to be operational by
2026. Expanding on the existing bus route, the new system will
connect the city through a new 23-kilometre tframway line and
15-kilometre “trambus’ route. The system will increase the
workforce’s mobility, support immigration and boost the city’s
appeal to employees, tenants and landlords alike.

PROJECTS TO WATCH

Laurentia: Deep-water
container terminal

Fasken Tower

Le Quartier Mosaique

PROJECT TYPE Infrastructure Office Development Multifamily Development
DEVELOPER Quebec Port Authority Group Mach IE:on‘s’rro‘bourg, Kevlar & Groupe
atrimoine

ANTICIPATED
COMPLETION 2025 2021 2021 (Phase I)

$775.0 million extension of the - g

. $750.0 million, largest multifamily

KEY STAT current wharf line by 610-m to 130,000 sgq. ft., 6 floors to development in Quebec City spanning

accommodate up to 500,000
containers a year

be occupied by Fasken

11 buildings

e R
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QUEBEC CITY

MARKET STATISTICS

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 9.5% 6.9% 51% V
Class A Net Asking Rent (persq. )~ $11.61  $13.15  $14.89 A
Net Absorpfion (million sq. ft.) 0.18) 0.19 013 V¥
New Supply (million sg. ft.) 0.00 0.00 0.00 «p
SUBURBAN

Vacancy Rate 7.4% 7.0% 67% V
Class A Net Asking Rent (per sq. ft.) $9.03 $11.98 $13.77 A
Net Absorption (million sq. ft.) 0.12 0.03 006 A
New Supply (million sq. ft.) 0.85 0.00 003 A
OVERALL

Vacancy Rate 8.2% 7.0% 60% VW
Class A Net Asking Rent (per sq. ft.) $9.86 $12.41 $14.18 A
Net Absorption (million sq. ft.) (0.06) 0.22 019 V
New Supply (million sq. ft.) 0.85 0.00 0.03 A

Source: (BRE Research, 2020.

2018 2019 2020F YoY
Availability Rate 1.1% 2.3% 21% V¥
Net Asking Rent (per sq. ft.) $7.95 $7.56 $832 A
Sale Price (per sq. ft.) n/a n/a n/a
Net Absorption (million sq. ft.) 0.27 (0.25) 112 A
New Supply (million sq. t.) 0.00 0.00 110 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $19,088  $19,232  $19,523 A
Total Retail Sales Growth 2.1% 1.6% 23% A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 3.3% 2.4% 27% A
2-Bedroom Average Rent $839 $862 $882 A
New Rental Supply (units) 2,973 3,994 4,495 A

Source: CMHC, CBRE Research, 2020.

o

CAP RATES (%) 2018 2019 2020F YoY
Office - Downtown Class A 600-675 600-675 575-650 VW
Office - Suburban ClassA&B  6.25-7.25 625-7.25 650-725 A
Industrial - Class A & B 625-850 575-850 550-675 VW
Retail - Neighbourhood 725-850 725-850 675-750 VW
Multifamily - High Rise Class B~ 5.25-6.25 525-625 525-625 4P
Hotel - Downtown Full Service ~ 7.25-850 7.25-850 7.25-850 <)
Seniors Housing - IL/AL Class A 6.00-6.75  6.00-650 6.00-6.50 4P

Source: (BRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 11,130 11,181 11,218 A
Occupancy 69.0% 69.0% 70.0% A
Average Daily Rate $177 $177 $181 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 14,617 15,301 15,882 A
Vacancy Rate 6.8% 6.5% 65% P
Average Rent (standard spaces) $1,769 $1,828 $1,865 A

Source: CMHC, (BRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* n/a n/a n/a
Residential - High Density Urban** n/a n/a n/a

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.

CANADA REAL ESTATE MARKET OUTLOOK 2020

CBRE RESEARCH | © 2020 CBRE LIMITED



HALIFAX

KEY TRENDS

Tech Talent

Halifax ranked #11 in CBRE’s 2019 Tech Talent report, with
the city scoring well in quality of tech labour, number of tech
and tech-related degrees as well as educational attainment.
Through tech initiatives and incubators such as the $300.0
million Ocean Supercluster and the Creative Destruction Lab
Atlantic, significant capital and resources are being deployed
to stimulate growth in the technology sector.

Halifax’s Dated Downtown Office Stock

Halifax faces the ongoing challenge of an aging downtown
office inventory. In the central business district, 82.8% of office
inventory was built prior to 1990. Also, Halifax’s Class B
product accounts for 55.2% of downtown office stock, the
second highest amongst major Canadian markets. Landlords
and developers are actively re-assessing the highest and best
use for aging office assets in the core which will impact office
demand in the coming years.

P
|

Tight Industrial Market

The industrial market continues to tighten at an impressive
rate, recording three consecutive years of over 200,000 sq. ft.
of positive net absorption. Since Q4 2016, the availability rate
has dropped from 11.6% to 6.7% in Q4 2019, despite adding
over 400,000 sq. ft. of new inventory over the same period.
With a lack of new supply, it is expected that rental rates will
continue to increase.

Multifamily Vacancy at an All-Time Low

Multifamily vacancy rates reached a historic low of 1.0% in
2019. Developers are taking advantage of market
fundamentals as the rental market continues to gain
momentum. CAPREIT recently announced that they have
purchased 1,503 apartment units in eight multifamily
properties for $391.0 million from QuadReal, marking the
largest real estate transaction in Halifax’s history.

PROJECTS TO WATCH

Queen’s Marque

Halifax Port

Cogswell District

Waterfront Redevelopment Expansion Redevelopment
PROJECTTYPE  Mixed-Use Development Infrastructure Mixed-Use Development
DEVELOPER Armour Group Halifax Port Authority Halifax Regional Municipality
SUNeE), 2020 2020 2022
KEY STAT $200.0 million, 450,000 sq. . H:/Zsl:he:; r$az|17Gso \r/r?.rlﬂcr;:meur: I‘If\e Enéféc’écrifﬁ.isﬁ'f@?fnﬁfre

mixed-use development

expansion of the Port of Halifax

redevelopment
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HALIFAX

MARKET STATISTICS

OFFICE

DOWNTOWN 2018 2019 2020F YoY
Vacancy Rate 19.5% 18.6% 19.5% A
Class A Nef Asking Rent (per sq. ) $19.25  $19.16  $1925 A
Net Absorption (million sq. ft.) (0.05) 0.05 005 «p
New Supply (million sq. t.) 0.00 0.00 012 A
SUBURBAN

Vacancy Rate 12.8% 13.3% 121% V¥
Class A Net Asking Rent (per sq. ft.) $15.85 $15.93 $1625 A
Net Absorption (million sq. ft.) 0.1 0.04 010 A
New Supply (million sq. ft.) 0.07 0.09 000 V
OVERALL

Vacancy Rate 15.6% 15.5% 151% VW
Class A Net Asking Rent (per sq. ft.) $17.93 $17.84 $18.04 A
Net Absorption (million sq. ft.) 0.06 0.09 0.15 A
New Supply (million sq. ft.) 0.07 0.09 012 A

Source: (BRE Research, 2020.

2018 2019  2020F YoY
Availability Rate 7.0% 6.7% 59% W
Net Asking Rent (per sq. ft. $8.05 $8.16 $8.36 A
Sale Price (per sq. ft.) $80 $80 $90 A
Net Absorption (million sq. ft. 0.56 0.24 040 A
New Supply (million sq. ft. 0.15 0.22 033 A

Source: CBRE Research, 2020.

RETAIL
2018 2019 2020F YoY
Total Retail Sales per Capita $18,752  $18,962  $19,306 A
Total Retail Sales Growth 3.6% 3.0% 34% A
New Supply (million sq. ft.) 0.32 0.03 014 A

Source: (BoC, CBRE Research, 2020.

MULTIFAMILY
2018 2019 2020F YoY
Vacancy Rate 1.6% 1.0% 1.8% A
2-Bedroom Average Rent $1,156 $1,202 $1,227 A
New Rental Supply (units) 1,246 1,674 2,035 A

Source: CMHC, CBRE Research, 2020.

PO
|

INVESTMENT

VOLUME ($ MILLIONS) 2018 2019 2020F YoY
Office $214 $115 $150 A
Indusfrial $223 $343 $250 W
Retail $493 $81 $150 A
Muttifarmily $161 $184 $600 A
ICl Land $68 $37 $50 A
Total* $1,159 $760 $1,200 A

* Total regional investment volumes do not include Hotel transactions.
Source: (BRE Research, 2020.

CAP RATES (%)

Office - Downtown Class A 625-675 625-675 625-675 4P
Office - Suburban Class A & B 6.50-8.00 650-800 650-775 V¥
Industrial - Class A & B 6.00-775 600-750 600-725 V¥
Retail - Neighbourhood 7.00-800 7.00-8.00 7.00-850 A
Multifamily - High Rise Class B 500-550 450-500 425-475 VW
Hotel - Downtown Full Service 725-875 725-875 725-875 4p
Seniors Housing - IL/AL Class A 6.50-7.25 6.25-7.00 6.25-7.00 4p

Source: CBRE Research, 2020.

HOTEL
2018 2019 2020F YoY
Inventory (rooms) 5,557 5,721 6,088 A
Occupancy 70.0% 70.0% 68.0% VW
Average Daily Rate $158 $155 $158 A

Source: (BRE Hotels Group, 2020.

SENIORS HOUSING

2018 2019 2020F YoY
Number of Spaces 690 693 693 4P
Vacancy Rate 3.7% 8.2% 7.0% V
Average Rent (standard spaces) n/a n/a n/a

Source: CMHC, CBRE Seniors Housing & Healthcare Group, 2020.

LAND
2018 2019 2020F YoY
Industrial - Serviced Land* $275,000 $275,000 $275,000 dp
Residential - High Density Urban** $40 $50 $60 A

* per acre ** per sq. ft. buildable
Source: (BRE Research, 2020.
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Additional CBRE Canada Research can be found at
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