INSTITUTIONAL
I PA PROPERTY
ADVISORS

A DIVISION OF
MARCUS & MILLICHAP, BROKERAGE

CANADA

NATIONAL INVESTMENT
FORECAST






TO OUR
VALUED CLIENTS

Canada’s commercial real estate industry emerged from the pandemic with
strength and momentum that will likely carry into 2023. Healthy underlying
fundamentals across most property types and regions should backstop the
transaction market, which has been slowed by rising interest rates. While

many investors have taken a wait-and-see approach as they monitor borrowing
costs, activity will likely revive once economic uncertainty dissipates. Despite
headwinds, strong underlying performance metrics should unlock a considerable

volume of capital as uncertainty abates.

The industrial sector is expected to remain a top-performing asset, driven by

an uptick in onshoring, coupled with ongoing e-commerce-related demand.
Multifamily is also expected to garner significant attention due to subdued supply
and a record number of immigrants anticipated next year, which will further drive
rental demand. Lastly, the return of group and corporate travel, coupled with a
strong U.S. dollar, will bode well for both the hotel and retail industries.

The uptick in immigration expected next year will also benefit a slowing economy
in the early parts of 2023. This influx of new residents will partially mitigate

the nation’s labour shortages, helping to fuel job gains and consumption. While
growth is expected to be modest in the first half of the year, real estate should be

well positioned to weather a short-term economic slowdown, should it come.

As the coming year unfolds, evolving economic, societal and market dynamics
will create new opportunities for both buyers and sellers. We hope this report
provides useful insights to help you define your strategies and navigate the
emerging landscape. As you recalibrate and adapt to the emerging trends, our

investment professionals look forward to assisting you in meeting your goals.
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Executive Summary

Calgary

® The Calgary industrial market is rising in prominence for both builders and tenants, due to the metro’s favourable geography, cost advantages,
less restrictive development policies and the relatively abundant amount of land. The metro, as a result, has the potential to provide supply
relief to Canada’s tight industrial sector. Calgary is set to lead the nation for percentage growth rate in inventory.

e New employment opportunities in the emerging tech sector will further the need for Class A, centrally-located apartments. With a wealthy con-
sumer base beginning to form, due to robust wage growth potential and the affordable nature of Calgary, economic growth remains a possibility.
Edmonton

¢ Edmonton focuses on the service of existing oil projects, making the economy less responsive to volatile energy prices. With a possible uptick

in oil production this year, service sector employment and inter-provincial migration should persist, bolstering lower-tier apartment demand.

¢ Edmonton has a diverse economy with a large government presence, as well as a young and educated labour pool that is aided by the University
of Alberta. This skilled workforce is establishing a strong footing in the healthcare sector and is creating an emerging environment for tech
startups. Both industries have high-wage growth potential, fueling demand for upper-tier apartments, as well as retail leasing activity.

Montreal

e In 2023, international tourists and leisure demand, coupled with the reemergence of corporate travel are expected to drive the hospitality sec-
tor due to the relatively strong U.S. dollar and the vast amount of city-wide events such as the Grand Prix and the International Jazz Festival.

e The more affordable nature of Montreal and ample education opportunities promotes strong immigration, which acts as a backstop to apart-
ment fundamentals in times of uncertainty. With this trend expected to continue, due to the return of in-person learning and Canada’s elevated
immigration targets, the multifamily outlook remains optimistic. An influx of new supply, however, may dampen fundamentals in the near term.

Ottawa

e With the presence of the federal government, Ottawa is likely to avoid severe job loss in the coming year with a possible recession on the hori-
zon. This stable employment base should keep the labour market relatively healthy, acting as a safeguard for the office and multifamily markets.

e Ottawa is located in the middle of Toronto and Montreal, Canada’s two largest cities, making it an ideal location for logistics companies to hold
inventory and deliver products quickly. This geographic advantage should keep industrial fundamentals sound, especially given the anticipated
uptick in onshoring over the coming years, as the metro is a prime location to hold increased inventories and manufacture goods domestically.

Southwestern Ontario

® Alarge portion of industrial companies are turning to Southwestern Ontario as an alternative option, due to its cost-savings benefits, the more
readily available development land and its close proximity to the U.S. Additionally, during the pandemic, many people left urban cores for more
suburban areas like Southwestern Ontario, creating a healthy labour pool that supports industrial activity and expansion.

e Population growth also bodes well for the apartment rental sector. With a possible recession on the horizon, households will likely search for
cheaper living options as ownership, and in some cases rent, becomes unaffordable, making this region an attractive area for young families.

Toronto

¢ Economic headwinds will further impede housing supply as developers question the feasibility of projects. With still-elevated home prices and
highly indebted households furthering the need for rentals, a supply and demand imbalance will support multifamily fundamentals.

® Lastyear, transient leisure travel fueled the hospitality sector’s recovery. This year, however, with Toronto being the business hub of Canada,
coupled with the return of almost all city-wide events, the hospitality sector is set to benefit further from the return of corporate and group
travel, as both remain below pre-pandemic peaks and are set to return to 2019 levels this year.

Vancouver

e Softening employment growth, along with a slowdown in consumer spending, will likely impact the retail sector. Nonetheless, Vancouver is
Canada’s tightest retail market, which combined with an affluent consumer base, should allow the sector to withstand an economic slowdown.

e Although Vancouver has large concentrations of wealth, the province as a whole is the most indebted in the country, with real estate capturing
a disproportionate share of household wealth, making Vancouver highly vulnerable to rising interest rates. This aspect of the economy further
highlights the need for purpose-built rental apartments, and with the recently-elected ABC party, an uptick in development activity is expected.



Canada Economy
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Uncertainty and Elevated Borrowing Costs Dampen
Outlook; Immigration Remains a Foundation for Growth

Labour market likely to begin showing cracks. Canada’s unemployment rate reached

a historic low last year of 4.9 per cent, which was 70 basis points below the mark seen
prior to the global health crisis. While unemployment fell due to robust job creation, it
also dropped because of a decline in the labour force participation rate, which provides a
deeper insight into the state of the economy by accounting for unemployed residents not
actively searching for work. This was due to an increased level of retirements and people
halting their job search, causing widespread labour shortages for low-paying service
sector jobs, as well as an abnormally subdued unemployment rate. Looking forward,
given the expected slowdown in labour demand due to a potential recession on the hori-
zon, the underlying economic dynamics will not be sufficient to generate enough jobs to
absorb people re-entering the labour force who are now seeking a source of income as
household budgets tighten. With this slowdown in labour demand and the uptick in par-
ticipation, it is anticipated that the unemployment rate will rise to roughly 6.3 per cent
by year-end, which is 70 basis points above the pre-pandemic level. Nonetheless, due to
the record level of job vacancies stemming from widespread labour shortages, employ-
ment losses this year will likely not offset the gains witnessed in 2022.

Taming inflation to remain a focus for the Bank of Canada. Last year, Canada’s econo-
my experienced price growth not seen since the early 1980s, with inflation peaking at 8.1
per cent year-over-year. Accelerating prices were a byproduct of pent-up demand, gov-
ernment stimulus, supply chain bottlenecks and elevated energy prices, stemming from
the global health crisis and the war in Ukraine. As a result, the BoC hiked its overnight
rate seven times in 2022, ending the year at 4.25 per cent, up 400 basis points. In 2023,
inflation is projected to return to a more sustainable level, with the help of easing supply
chain disruptions, lower energy prices and moderate economic growth. The general
consensus among Canada’s major banks is that inflation figures are likely to reach 2.6
per cent by year-end. In terms of the overnight rate, the BoC will likely maintain it in
the range of 4.25 per cent to 4.50 per cent through the year, and begin reducing it back
toward a more neutral level starting in the final quarter of 2023.

2023 Canadian Economic Outlook

Elevated interest rates could push the economy into contraction. The BoC’s primary
objective is to curb inflation, however, it comes with a risk of inducing a possible re-
cession. While price growth should cool, and likely return closer to the target range of
2.0 per cent by year-end, GDP growth will also soften. Consumer confidence will likely
continue to trend downward due to rising debt service payments, causing retail sales and
household consumption to ease. Residential investment is also likely to experience weak-
ness, due to the continued slowdown in Canada’s housing market. These factors impact
both the consumption and investment variables of GDP, resulting in economic growth
slowing to sub-1 per cent this year, or possibly turning negative, inducing a recession.

Immigration to drive population growth. In 2022, Canada’s population grew at its fast-
est pace since the 1950s, and most of this growth was caused by an influx of highly-edu-
cated immigrants. This trend is expected to continue in 2023, as the federal government
has increased its immigration target to 465,000 new permanent residents and 485,000 in
2024. Looking forward, however, the federal government plans to target newcomers of
specific occupations to ensure better matching with industries suffering the most intense
labour shortages, such as service sector and skilled-trades construction employees.



Metro Economy
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Canada Apartment Overview
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Builders Struggle to Keep Pace with Rental Demand,
Pushing Down Vacancy and Sustaining Rent Growth

Residents to remain renters amid barriers to homeownership. Single-family housing
prices increased 58 per cent from January 2020 to February 2022, which was mainly a
result of limited supply, coupled with the new remote work environment, where some
people vacated urban cores for more suburban areas. Homeownership, as a result,
became more out of reach for many Canadians, as elevated prices far exceeded house-
hold budgets. This year, however, economic headwinds and elevated interest rates will
continue to cool Canada’s housing market. While the general consensus calls for a 15 per
cent to 20 per cent correction by midyear, housing prices will still remain historically
high, and the current environment of elevated borrowing costs will continue to keep
potential owners on the sidelines. Meanwhile, with economic uncertainty ahead and
high levels of inflation, people are tightening their budgets, and real disposable income
is shrinking, causing many households to remain in the apartment rental market. These
underlying characteristics further exemplify the need to increase purpose-built rental
stock as a less costly housing solution.

Rising costs continue to restrict much-needed supply. Amid an expectation of endur-
ing renter demand this year, new supply is likely to remain scarce. Rising construction
costs — due to supply chain bottlenecks, labour shortages and government initiatives —
have caused developers to question the feasibility of new projects. As a result, construc-
tion timelines have been pushed, or projects have been outright canceled, as firms can-
not receive financing when minimum requirements cannot be met. While new supply is
expected to surpass last year’s level, these construction barriers will still likely keep the
increase below that of demand, resulting in healthy underlying fundamentals for 2023.

2023 Canadian Housing Outlook

Demand drivers to remain robust, fueled by a rise in immigration. Amid Canada’s
deepening single-family housing affordability crunch, an increase in immigration will
further amplify the need for purpose-built rentals. With Canada increasing its immigra-
tion target to 465,000 new permanent residents in 2023 and 485,000 in 2024, an uptick
in apartment demand is expected, as immigrants tend to initially favour the rental mar-
ket over ownership because it is costly and takes time. Due to these underlying demand
drivers, vacancy is expected to continue on its downward trend, ending the year in the
low-2 per cent range. Rent growth is also anticipated to remain healthy. However, due
to economic headwinds, turnover will likely be limited. As a result, rent growth will be
muted compared to last year, ending 2023 at 5.4 per cent. The potential for a more severe
economic contraction remains a wild card, however, and job losses could meaningfully
impact the outlook, possibly even reversing momentum in vacancy rates, putting down-

ward pressure on rent growth.

Investment likely to soften with elevated borrowing costs. Even with sound underly-
ing fundamentals and continued rental demand, it is likely that investor enthusiasm will
ease compared to last year. Many buyers are currently taking a wait-and-see approach

to determine where interest rates will stabilize. A significant price expectations gap also
exists between buyers and sellers, but that margin should realign once interest rate hikes
plateau and market participants come to terms with the new investment environment.
Once uncertainty mitigates, sound underlying fundamentals will likely act as a backstop
for the transaction market, allowing positive investment sentiment to build.



Pent-up Demand Fueled Recent Retail Recovery;
Potential Recession May Cause Near-Term Slowdown

Removal of pandemic-related restrictions bolstered retail sector resurgence. The
re-opening of Canada’s economy, following last year’s winter lockdowns, prompted a

full recovery for the nation’s retail sector. This was mainly driven by pent-up shopping
demand, which was seen through a healthy increase in foot traffic. According to Google
mobility statistics, traffic at retail, grocery and recreation establishments was 10 to 20 per
cent above pre-pandemic levels. As a result, retail sales were up nearly 6 per cent year-
over-year as of the end of the third quarter. While a large share of these gains were due
to escalating prices, sales volumes — which strip out price impacts — were also up nearly
3.0 per cent. Retail leasing, as a byproduct, picked up significantly and caused vacancy to
trend below pre-pandemic levels. Healthy rent growth also returned, which was a reflec-
tion of tight market conditions, but also the positive impact inflation had on percentage

rents, which is a prevalent clause in many retail leases across Canada.

Suburban retail led rebound. With the return-to-office movement happening at a
slower than expected pace, suburban retail witnessed a more robust recovery when
compared to urban cores. Most consumer activity happened within community and
neighbourhood centres as people remain at home, whereas urban cores have experi-
enced muted foot traffic over the previous two years. Retail spending, and in turn leasing
activity, has lagged as a result. While this trend could potentially revert over the course
of 2023 as people return to the office on a more consistent basis, a slowing economy
could further hinder this recovery, leading to ongoing uncertainty for the downtown
retail segments.

2023 Canadian Retail Outlook

Slowing economy and deteriorating consumer purchasing power cloud outlook.
While Canada’s retail sector experienced healthy growth last year, economic uncertainty
may hinder underlying fundamentals in the near term. At the end of 2022, consumption,
and thus retail activity, was protected by a tight labour market and a reserve of cash and
assets built up throughout the pandemic. This is seen through Canada'’s elevated savings
rate compared to its historic average. Moving forward, however, a likely slowdown in
labour demand — coupled with a correcting housing market, along with elevated bor-
rowing costs and heightened inflation — will result in less disposable income. This could
lead to a pullback in consumption as households tighten their budgets. Retail leasing and
investment activity, as a result, will likely be muted compared to last year, as tenants curb
expansion/opening plans and investors take a wait-and-see approach until interest rates
stabilize. Nonetheless, with relatively healthy underlying fundamentals, Canada’s retail
sector should be able to weather a short-term economic slowdown.

Retail property performance to diverge along consumer spending fault lines. Similar
to 2021 and 2022, essential retail will likely outperform discretionary assets over the
coming year as a slowing economy tightens household budgets. These non-discretionary
retailers provide essential goods, which are consistently a part of consumer spending
habits, making supermarkets and other necessity vendors protected against economic
downturns. As a result, grocery-anchored retail or single-tenant pharmacies, for exam-
ple, should continue to experience healthy demand, as consumption activity will likely
remain stable. Nonetheless, tenant diversification remains key, and discretionary retail
assets could potentially fair well, if diversification is broad enough to mitigate downside
economic risk stemming from heightened inflation and elevated borrowing costs.

Completions/Absorption (Millions)

Canada Retail Overview

Retail Supply and Demand
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Canada Office Overview

Office Supply and Demand
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Economic Uncertainty and Influx of New Supply Delay
Office Recovery; Momentum to Soften this Year

Tech sector slowdown curbs leasing activity. From January 2020 to December 2021,
Canada'’s office market saw vacancy rise 300 basis points to 11.6 per cent. By the early
parts of 2022, however, pandemic-related restrictions were largely lifted and momentum
turned positive. A large share of this emerging recovery was fueled by office expansion
within the technology sector. Given the subsequent elevation in interest rates and a
slowing economy, however, these firms are now grappling with hiring freezes, layoffs and
declining company valuations. Consequently, leasing has slowed. Firms like Shopify are
even beginning to put large blocks of space on the sublease market, which now accounts
for roughly 16 per cent of total available space, nearly double the amount witnessed in
2019. Subdued leasing activity and elevated sublet space is especially pronounced in mar-
kets with larger companies, such as Toronto and Montreal. Meanwhile, it has remained
relatively stable in smaller-tenant metros like Ottawa and Vancouver. Despite this, a
weakening in fundamentals is anticipated across most markets this year, as economic
headwinds and a potential recession curb hiring and office expansion.

New supply and flight-to-quality dim outlook. During the pandemic, the pace of office
deliveries continued to remain robust, with 16.5 million square feet added to the market.
While new supply bodes well for employers hoping to lure people back to the office

with appealing amenities, it is also resulting in older properties becoming available,
which will hold a large share of vacant space on the market in 2023. This dynamic is
particularly acute in Toronto and Montreal, where development has been most heavily
concentrated. Locations with limited construction, however, such as Alberta and Ottawa,
are experiencing relatively healthier office markets. Nonetheless, as a byproduct of the
national flight-to-quality trend and the increased prevalence of remote work, these older
assets that are now on the market are more challenging to lease and tend to offer lower
asking rents, which will hinder underlying fundamentals and soften office momentum
this year.

2023 Canadian Office Outlook

Market imbalance dampening fundamentals. Vancouver and Ottawa are likely to out-
perform other major metros in 2023, as a result of the relatively quicker return-to-office
movement witnessed in British Columbia, along with limited new supply and the large
government presence in Ottawa. The outlook for Alberta is dependent on public policy.
Despite a bump in oil production, without government support, the industry is unlikely
to see large upticks in hiring or office expansion, due to the volatile nature of oil prices
and the rise of renewable energy. Nonetheless, an emerging tech sector and limited sup-
ply should act as a backstop. In Toronto and Montreal, an influx of new development will
outpace demand as tech sector leasing slows. Therefore, with demand softening across
most metros, coupled with new supply entering the market in Canada’s two largest cit-
ies, national vacancy is likely to trend upward, while putting downward pressure on rent.

Investor sentiment to soften, given economic headwinds. Elevated interest rates, a
slowing economy, and increasing uncertainty due to weakening fundamentals are caus-
ing investment activity and overall sentiment toward the office market to dampen. Total
dollar volume transacted is down nearly 20 per cent year-over-year as of the third quar-
ter of 2022. However, centrally-located, high-quality office properties are still showing
relatively healthy fundamentals, due to the national flight-to-quality trend. Older, more
suburban properties, on the other hand, are facing obsolescence, and some owners who
are seeking healthier returns will likely reposition these properties in the future.



Canada Industrial Overview

Supply and Demand Imbalance Drives Fundamentals;

Construction Pipeline not Sufficient
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Canada Hospitality Overview

Hospitality Sector Recovers from Pandemic Lows; Group

and Corporate Travel to Drive Performance in 2023

Annual Occupancy Trends . Lo
) Hotels experienced unprecedented growth. The hospitality sector was one of the
mmm Room Nights =~ —— Occupancy Rate L. . ..
hardest-hit industries at the onset of the global health crisis. Occupancy plummeted to
140 70%
roughly 13 per cent, causing ADR and RevPAR to drop nearly 40 per cent and 85 per

105 60% cent, respectively. In the summer of 2021, however, once vaccines became readily avail-

able and restrictions were largely lifted, the hotel industry began its historic recovery. By

~N
[=]

the summer of 2022, the sector was performing well above pre-pandemic levels, and is

21vy AHOupdnaoo

w
[}

50%
40% now regarded as a top asset. Occupancy had returned to the pre-pandemic level of 75 per
cent, and both ADR and RevPAR were up roughly 16 per cent when compared to 2019.

30%

Occupied Room Nights (Millions)

o

01 03 05 07 09 1 15 15 17 19 21 2% Leisure travel has led recovery, but additional avenues are on the rise. Fewer health

and logistics challenges meant that leisure demand from smaller groups traveling domes-
Annual Revenue Trends — tically drove much of the growth over the past two years. In 2023, however, with restric-
— ADR  —— RevPAR tions largely gone, group and corporate travel will likely become more common as many
canceled group tours and business events are returning. As of the final quarter of 2022,
e s group travel was only down 9 per cent from 2019 and is quickly climbing. Weekday travel,
$200 $110 which is measured between Monday and Wednesday, is also tracking upward, signaling

a5 w0 that corporate trips are on the rise. These recovering sources will likely help hotels record

Annual ADR

more nightly stays in 2023, despite economic headwinds and a potential recession.

ADJARY [PNUUY

$100 $50 . . e . . .
Hotels adapt operating model in the face of rapid inflation. Prior to the pandemic, ho-

$50 $20 tels sought high occupancy as its primary revenue driver. Since the global health crisis,
01 03 05 07 09 11 13 15 17 19 21 23 . . . .
however, growth has also been fueled by the ADR. This is due to the inflation-resistant
nature of hotels, as well as a more lean operating model, which focuses on cost minimi-
Hotel Transactions ——————— zation. Some hotel operators see this streamlined model as more productive and effi-
2017-2020  wmm 2021 = 2022* cient, given the current landscape of widespread labour shortages and rising input costs.
28 Shifting focus away from occupancy alone, as a result, translates into lower variable costs
and increased flow-through, causing an uptick in bottom-line income. Due to this, hotel

values in 2023 are likely to remain in line, or above pre-pandemic levels.

Number of Transactions
N

|| || |‘ I || ‘l | 2023 Canadian Hospitality Outlook

Calgary Edmonton Montreal Ottawa SW Ontario Toronto Vancouver City-wide events to fuel demand. Since the removal of most pandemic-related restric-
tions, the hotel industry has seen underlying fundamentals return and exceed 2019 lev-
els. With the return of city and corporate events in 2023, Canada’s major metros should

ADR Recovery by Hotel Class
continue to experience healthy performance. While the rate of growth will likely slow,

Al this is not a byproduct of dwindling demand, rather a result of the sector returning to its

Economy long-term potential, after the unexpected shock and rebound from the health crisis.

U V] | . . .
pperTpeRE Fundamentals healthy, yet transactions muted. Unlike other sectors, elevated inter-

Midscale . .. .. o e .
est rates did not constrain investment activity. Rather, limited transaction volume was a

vpper Hidscale byproduct of Canada’s current hotel ownership structure, many of which are generational

Luxury

0% 6% 12% 18% 24%

owners who were able to withstand an economic downturn. With government subsidies,

coupled with healthy fundamentals coming out of the health crisis, there was no incentive
2019-2022 Change in ADR to sell, making opportunities scarce, and in turn limiting transaction volumes. Even with
elevated interest rates, however, investment is likely to remain stable if opportunities arise.
Both top and bottom-line performance remain robust, and given hotels’ inflation-resistant

nature and ability to reset room rates on a daily basis, income growth could continue to

* F st; ** Trailing-12- ths th h 3 . . . . 1110 . . .

orecast; ™ Trailing-12-months through 3 outpace inflation. Price expectation gaps will likely exist, however, causing lengthier clos-
Sources: Altus Data Solutions; Statistics Canada; . . . . . A o K
STR, a CoStar Group Company ing timelines and slight downward price pressure. Despite this, it is expected that investor

sentiment will remain positive, given the strong revenue fundamentals.



Calgary

APARTMENTS

Soaring Demand from Record-Level
Population Gain Aids Fundamentals

Resident gains bolster growth metrics. Calgary’s multifamily sec-
tor has experienced a demand-driven boom backed by strong popu-
lation inflow, which is expected to see further improvement in 2023.
International immigration and domestic in-migration to Alberta
last year reached the highest level since 1946. This was driven by
the province’s profitable energy sector, relatively low cost-of-living,
as well as a diversifying and fast-growing labour market. Declining
affordability in the single-family sector has also contributed to the
increase in rental demand as elevated prices and borrowing costs
keep potential buyers in the rental market. These forces spurred de-
velopers to significantly boost construction activity, with more than
5,000 units finalized last year. In 2023, demand for units will remain
robust, but developers are expected to slow the pace of deliveries,
due to high financing and construction costs. Nevertheless, the met-
ro’s initiative to transform empty downtown office buildings into
apartments should alleviate some pressure on availability caused by
the softening level of completions.

Calgary Apartment Investment Trends

e Total dollar volume transacted throughout 2022 remained in rela-
tively better shape compared to other metros with an 11.9 per cent
annual increase, due to strong tenant demand and rent growth.

e The average sale price in Calgary has largely flattened since 2019.
Combined with a rapidly rising average effective rent, the metro’s
multifamily sector enjoys one of the highest cap rates in Canada,
ranging between 4.75 per cent and 5.75 per cent.

Vacancy Trend

8%
6%

4%

Vacancy Rate

2%

0%
13 15 17 19 21 23*

2023 Apartment Trends

®

4,970
UNITS

will be completed

CONSTRUCTION:
Completions will moderate, after
a strong year of deliveries in 2022.
High interest rates and elevated
building costs will weigh on con-
struction activity in the near term.

®

80
BASIS POINT

decrease in vacancy

VACANCY:

Vacancy will inch lower, ending the
year at 3.0 per cent. Strong demand,
driven by population growth, will
cause absorption to remain at ele-
vated levels, while completions are
expected to record a mild decline.

®

8.7%
INCREASE

in effective rent

Average Price per Unit (000s)

$180

$100

$160
$140
$120
17 18 19 20 21

RENT:

Non-existent rent control, height-
ened demand and rising construc-
tion costs will keep the mean effec-
tive rent on an upward path, ending
the year above $1,400 per month.

Sales Trends

22%*

* Forecast; ** Through 3Q

Sources: Altus Data Solutions; CMHC; CoStar Group, Inc.; Statistics Canada



RETAIL

Overall Consumer Demand Softens; Down-

town Retailers to Gain from Resident Inflow e Rt ek

CONSTRUCTION:

Construction activity will slow in

Sector growth loses steam amid near-term uncertainties. Cal-
gary’s retail sector quickly recouped pandemic losses over the past @

t thanks to a V-sh i 1 t. Thi —_—
wo years, thanks to a V-shaped reboun.d 1.n emp oymen. is was PO et 2 sl (et
followed by the removal of health restrictions and a period of ele-

of deliveries last year. The level
vated energy prices. Record-high inter-provincial and international 1.39 MILLION . Y 1
o o SQUARE FEET of completions, however, will still
migration into the metro last year also helped solidify a stronger b o exceed the pre-pandemic level
wi e complete - .
consumer base. These factors reinforced household incomes and g
increased foot traffic. In 2023, with the broad-based headwinds

of elevated interest rates — plus potentially lower energy prices

resulting from a dimming economic outlook — the metro’s job @ VACANCY:

creation and household income growth may moderate. This will With still-elevated new supply

put downward pressure on consumer spending, particularly in the growth and softening demand, the

non-essential segment, leading to more subdued leasing activity and

20 vacancy rate will tick up. Strong in-
net absorption. With the local government’s initiative to transform Yo alidine dh
BASIS POINT ventory expansion during the past
underutilized downtown office buildings into residential use, how- A S——— few years has resulted in vacancy

ever, proximate retailers may benefit from increased foot traffic in hovering above the 2019 level.

the near future as more people choose to live in the urban core.

Calgary Retail Investment Trends RENT:

e Overall transaction activity slowed last year. Total dollar volume The average asking rent is expected
traded in the single-tenant segment, however, held up better, due to climb for the fourth con'secutlve
to the essential nature of the companies that occupy these assets. 3.5% year. However, the rate of increase

INCREASE will slow, due to easing demand

e Downtown may see investment interest improve in the coming in asking rent amid economic uncertainties.
years, as foot traffic is expected to rise with the development of
more residential properties and entertainment options.

Employment Vs. Retail Sales Trends — ——— Sales Trends
mmm Employment Change —— Alberta Retail Sales Growth
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OFFICE

Emerging Tech Sector and Office Conver-

sions Improve Downtown Landscape AP (T B0 T S

CONSTRUCTION:

Construction activity will remain
subdued throughout 2023. New de-
liveries will only account for roughly

Rise in vacancy decelerates. The strong economic recovery in 2022
has not yet helped reverse the course of rising vacancy. The rate of @

increase, however, is beginning to slow. Acting as a headwind, oil and
gas companies have allocated most of their increased profits from

elevated energy prices to stock buybacks and higher dividends, rather 242,000 . :
. . . . SQUARE FEET 0.3 per cent of total inventory, with
than capital expenditures and office expansion. The structural shift | b fth bei
ill be completed a large share of the new space bein
toward hybrid work has also weakened office demand. Nonetheless, wihe complete dgb the health pt 5
use e healthcare sector.
the recent tech sector expansion trend should continue to help slow d

the rise in office vacancy in 2023. Despite economic headwinds,

this emergence is likely to remain relatively robust, thanks to the @ VACANCY:

metro’s low operating costs relative to other alternative markets. Vacancy will rise at a slower pace

Multiple local and international firms, including IBM, AWS, Infosys than last year’s 90-basis-point

and Helcim, have recently announced plans to expand operations in 40 increase. Downtown availability
Calgary, which will help maintain steady office demand. Supply-side S eI could inch lower as the government
surplus is also expected to fade further. New construction will remain M continues to approve the conversion

muted this year, and the Downtown Calgary Development Incentive of empty offices to residential space.

Program will continue to eliminate excess inventory by converting

empty office buildings to residential use.

RENT:
Calgary Office Investment Trends @ The average asking rent likely
e Total dollar volume reached a record high in 2022, marked by two bottomed o?t in the final qu.arter of
outsized sales — The Bow and Western Canadian Place. 3.8% 2022 and will strengthen this year.
INCREASE Demand for better-amenitized space
® Buyer interest will likely remain stable in 2023, in anticipation of in askingrent will help push office rents upward
rising tenant demand for amenity-rich buildings. Elevated interest throughout 2023.
rates, however, may delay a more robust sales market to late 2023.
Supply and Demand ————— Sales Trends
mm Completions SF Net Absorption SF — Vacancy
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* Estimate; ** Forecast; *** Through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada



INDUSTRIAL

Local Features Spur Development,

Offering Potential National Supply Relief 2023 Industrial Trends

conducive environment to both industrial developers and tenants

Strong and amicable market for builders. Calgary offers a more @ CONSTRUCTION:

Construction will soften in 2023

compared to Vancouver and Toronto. The metro is situated away compared to last year's historic

4.8 MILLION level. Completions, however, will
SQUARE FEET still account for 3.1 per cent of the

from mountains, shorelines and the Canada-U.S. border, making
construction easier and less costly. Local governments are also

speeding up approvals to facilitate industrial developments. Fur- . ..
P & up app p will be completed current inventory, which is the

thermore, businesses that find it hard to secure leases in the tight . .
highest level in Canada.

and expensive Vancouver market often turn to Calgary, as the met-

ro’s extensive road network allows for east-west and north-south

access. With these geographic, regulatory, and cost advantages, de- @ VACANCY:

mand soared during the pandemic. Large retailers — including Ca- Even with ample new supply, va-

nadian Tire, Amazon and Home Depot — opened new distribution cancy is expected to record a slight
centres in Calgary, in response to fast-growing e-commerce sales, decline, ending the year at 1.7 per
which helped lift net absorption considerably above the pre-pan- 10 ;

- i ' ' BASIS POINT cent. Strong construction should
demic level. Following this demand surge, construction reached decrease in vacancy help alleviate some supply-side
historic levels in 2022, and expansion, although muted, is expected limitations over the long term.

to continue this year. With abundant land, Calgary has the potential

to provide relief for Canada’s tight industrial market.

RENT:
Calgary Industrial Investment Trends @ The average asking rent will con-

. tinue to i tatasl
e Total dollar volume transacted surpassed $1 billion for the first e 0 R, Lt afs oy

pace, due to a surge in supply in the

time in 2022. Investment activity will likely remain healthy this 6.0%

. . . . Southeast and North parts of the
year, especially in the second half, as investor sentiment becomes INCREASE hich tend to offer 1
better anchored when near-term economic uncertainties fade. in asking rent metro — which tend to offer lower

rates compared to other regions.
® The construction boom in the metro and relatively low sale price

will likely bode well for investment activity in the long term.

Supply and Demand ——— —— Transaction Trends
mmm Completions SF Net Absorption S —— Vacancy
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* Estimate; ** Forecast; *** Trailing-12-months through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada



HOSPITALITY

Leisure Travelers Top Guest Lists Amid

Continued Sluggish Corporate Demand 2023 Hospitality Trends

OCCUPANCY:

Domestic leisure travelers were the major contributor behind the . .
Occupancy is expected to continue

End of restrictions to lure foreigners and enhance performance.

recovery in Calgary’s hospitality sector in 2022. With four national @ . . .
-ry . g .y p. bl . . on its upward trajectory in 2023 as
parks in the vicinity, vacationers within Canada flocked to the region

T 530 international leisure demand re-
as soon as health concerns faded. Inbound domestic air passenger . .
) ) BASIS POINT turns. The rate, however, will remain
volumes in the second half largely recovered to pre-pandemic levels, ) .
change in occupancy below its long-term average, due to

which boosted hotel demand. Occupancy throughout the summer .
. . . ] . still-muted corporate demand.
remained above 70 per cent, with the peak in July recording a nine-

year high. This strong momentum partially made up for the subdued
demand from business and international visitors. Looking ahead, @ ADR:

2023 will be the first year since 2020 without travel restrictions, and The average daily rate will record

inbound trips are expected to see accelerated gains from the leisure another year of robust gains, with

segment as international travel normalizes. This should help offset 13.4% the annual mean reaching a historic
the continued sluggish corporate demand, which is heavily depen- IN CI;E ASE high. Upper midscale hotels will see
dent on oil price movements and increasingly influenced by the met- o AT the strongest 12-month improve-

ro’s tech sector. New supply will be muted, with only one major hotel ment of almost 18 per cent.

currently under construction. This limited inventory expansion will

help minimize supply-side pressures on key revenue metrics.

RevPAR:
Calgary Hospitality Investment Trends @ Revenue per available room will rise
above $100 for the first time since
2014, driven by robust occupancy
and ADR gains. The first and the
fourth quarter will likely record the

® Investment activity remained below average through 2022, as in-
tentions to sell were muted and willing buyers faced elevated debt 21.7%
servicing costs. Constrained new supply also led to limited sales. INCREASE

, . . . . in RevPAR
® Last year, Calgary’s downtown experienced transaction activity, largest year-over-year increase.
with the average sale price roughly in line with pre-pandemic val-

ues. Marketwide activity, however, still remained limited.

—— Occupancy & Revenue Metrics —— ——— Transaction Trends

Occupancy Rate —— ADR —RevPar $100
80% $180

$75
60% $135

40% $90 $50
N h B I I
17 18 19 20 21

07 09 ™M 13 15 17 19 21 23 22**

Occupancy Rate
AVdady / 4av
Total Dollar Volume (Millions)

A
o

* Forecast; ** Trailing-12-months through 3Q

Sources: Altus Data Solutions; Statistics Canada; STR, a CoStar Group Company



APARTMENTS

Rise in Immigration and Robust Fiscal
Position Support Healthy Outlook

Strong government revenue mitigates near-term risks. Edmon-
ton’s oil service sector, as well as the transportation and warehous-
ing sector, saw robust job growth last year, following a surge in oil
prices and soaring demand for logistics. This employment gain
supported demand for Class B and C apartments. Class A properties
have also been increasingly favoured by employees in the metro’s
emerging tech sector and an increasing number of inter-provincial
migrants. In and beyond 2023, robust population growth is likely to
continue, particularly driven by Canada’s updated three-year immi-
gration plan. Furthermore, while near-term economic headwinds
have the potential to soften demand, an uptick in oil production
will likely result in further sector employment gains. Job growth
could also be aided by new public infrastructure investment driven
by a massive government budget surplus uplifted by last year’s oil
price rally. New hiring, in turn, would aid rental apartment demand.
On the supply side, following a 12 per cent increase in deliveries in
2022, the rise in construction starts recorded during the pandemic
will translate into further expansion in completions this year.

Edmonton Apartment Investment Trends

e The average sale price is now below $120,000 per unit, which has
kept the mean cap rate at roughly 4.5 per cent, higher compared to
most other markets.

e In 2022, there was a notable rise in investment activity. Over 50
per cent of total dollar volume traded was in the $20 million-plus
tranche by domestic private investors.

Vacancy Trend

8%
6%

4%

Vacancy Rate

2%

0%
13 15 17 19 21 23*

* Forecast; ** Through 3Q
Sources: Altus Data Solutions; CMHC; CoStar Group, Inc.; Statistics Canada

Average Price per Unit (000s)

®

5,850
UNITS

will be completed

2023 Apartment Trends

CONSTRUCTION:
Construction rose above 4,000
units last year. Healthy demand
prospects will continue to drive up
supply, leading to a near 35 per cent

increase in completions this year.

®

70
BASIS POINT

decrease in vacancy

VACANCY:

Vacancy will continue to trend
downward in 2023, ending the year
at 4.2 per cent, which is mainly a
result of strong population growth.
The pace of decline, however, will
soften amid a rise in supply.

®

7.0%
INCREASE

in effective rent

$180

$135

(5]

$0

$90
$4
17 18 19 20 21

RENT:

In the absence of rent control,
coupled with strong demand, the
average effective rent will increase
at a fast clip as new properties
charge higher rents and limited
turnover is less influential.

Sales Trends

2%+



RETAIL

Recovery Trend to Reverse Course as

Leasing Demand Eases Amid Supply Influx 2023 Retall Trends

CONSTRUCTION:

Deliveries will see a significant

Surge in construction elevates availability. Edmonton’s retail sec-
tor enjoyed solid growth last year, with leasing activity returning to @

2019 levels, which was aided by a pick up in foot traffic. This strong s, ater ramsirn e

1.28 MILLION during the course of the pandemic.
SQUARE FEET The majority of the new projects are

will be completed small- to medium-sized properties

demand, coupled with a subdued level of construction, contributed
to a 70-basis-point drop in the metro’s vacancy rate in 2022. This
year, however, demand tailwinds will wane, while a larger influx

of deliveries is expected. With a possible recession on the horizon,

- . . . . below 20,000 square feet.
consumers will likely shift spending to essential goods and services,

resulting in a stronger performance for non-discretionary retailers.

Downtown operators, however, will continue to face headwinds as @ VACANCY:

muted foot traffic persists, owing to a slow return to office and a lack The vacancy rate will rise notably

of shopping options. Additionally, inventory growth will accelerate

this year as completions register a
substantially from 0.9 per cent in 2022 to 1.8 per cent this year, with

30 97 per cent year-over-year increase.
the majc.)rlty of new projects in th.e for.m ?f neighbourhood and strip BASIS POINT Despite the slight uptick, vacancy
centres in the suburban areas. This will likely cause vacancy to re- increase in vacancy will remain below the pandemic
verse course and rise again, after shrinking over the past two years. high recorded in 2020.

Edmonton Retail Investment Trends

e Total dollar volume transacted in 2022 well exceeded the prior RENT: o
year’s level. Outlying regions, including St. Albert and Sherwood After peaking in 2022, the pace of

Park, saw investment surge as retail demand grew significantly in growth in the average asking rent

the suburbs, which tend to offer lower prices, putting downward 1.6% vl Geeslemie ap claene gl pies:

pressure on the overall average price per square foot. INCREASE sure eases. Edmonton continues to

inasking rent offer the lowest rents among major

® Despite near-term challenges, Edmonton will likely attract new ST TR

households over the long term, due to its low cost of living and tax
advantage. This should keep investor sentiment positive.

— Employment Vs. Retail Sales Trends Sales Trends

mmm Employment Change —— Alberta Retail Sales Growth
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OFFICE

Diversification Supports Demand;
Public Sector Presence Caps Vacancy

Fundamentals to remain relatively stable. Edmonton’s tech sector,
aided by the University of Alberta, has experienced healthy growth
in recent years. The metro’s low operating costs, emerging labour
pool and various government initiatives have encouraged startups to
expand their presence, leading to a rise in tech sector employment
and a slight uptick in office demand. This has helped diversify the
local economy, leading to less dependence on the oil and gas indus-
try. The large presence of the provincial government also provides a
greater level of stability for the local labour market during economic
downturns. Although a potential slowdown in the national economy
could weigh on the metro’s tech sector growth this year, the public
sector will likely act as a backstop for declining office demand.
Furthermore, supply will continue to be constrained, with no new
developments expected for completion this year. This should act as
a safety net for underlying fundamentals, preventing vacancy from
rising significantly and helping to avoid a decline in the market’s
average asking rent.

Edmonton Office Investment Trends

® Suburban leasing activity recovered notably in 2022 compared
to the still negative absorption in the downtown core. This led to
more transactions in Beaumont, Spruce Grove and St. Albert.

e Large institutional investors slowed activity in Edmonton’s office
sector during the pandemic to reduce risk and globalize their port-
folios. In 2022, most dollar volume transacted was by domestic
private investors.

Supply and Demand

mm Completions SF Net Absorption SF — Vacancy
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* Estimate; ** Forecast; *** Through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada

Average Price per Square Foot

2023 Office Trends

®

o
SQUARE FEET

will be completed

CONSTRUCTION:

For the fourth consecutive year, no
new office developments are expect-
ed to be delivered in 2023. Construc-
tion activity has slowed significantly,
after the delivery of the 66-storey
Stantec Tower in 2018.

®

150
BASIS POINT

increase in vacancy

VACANCY:

Vacancy is expected to rise, with a
possible recession on the horizon.
The increase, however, will likely
be milder relative to larger markets,
thanks to muted supply growth and
the large government presence.

®

1.3%
INCREASE

in asking rent

$320

$240

o

$0

$160
$8
17 18 19 20 21

RENT:

The average asking rent will grow at
a slower pace this year, as demand is
anticipated to moderate. Despite the
expected increase in rent, Edmon-
ton will remain the least costly office
market in Canada.

Sales Trend

2¥xx



INDUSTRIAL

Strengthening of International Cargo Net-
work Drives Long-Term Growth Prospects

Robust local infrastructure aids industrial market. Edmonton
enjoys a set of local features that benefit the industrial sector. The
Port of Prince Rupert in British Columbia — North America’s closest
deep-water port to Asia — has rail connections to Edmonton’s air-
port, which is further backed by the nearby Nisku Industrial Park.
This makes Edmonton an indispensable part of the cargo network
linking Asia to Eastern Canada and the U.S., especially with global
supply chains improving. Furthermore, the metro’s relatively low
rent and sale price attract a rising number of tenants and investors
who are priced out of the Vancouver market. These factors — cou-
pled with a growing and diversifying economy, as well as construc-
tion delays during the pandemic — have resulted in a rapidly declin-
ing vacancy rate. Although near-term economic headwinds could
soften investment activity in 2023, underlying fundamentals will
likely remain robust over the long term, generating positive investor
sentiment. The expansion of the Port of Prince Rupert and Edmon-
ton’s airport cargo service may require greater industrial capacity in
the future. An influx of investment, as a result, will likely follow as

the metro faces fewer construction cost and regulatory hurdles.

Edmonton Industrial Investment Trends

e Total dollar volume transacted in 2022 topped $1 billion for the
first time. The city of Acheson saw a 300 per cent increase, marked
by Amazon, which opened a new warehouse facility in the area.

® Industrial assets have long attracted the most investment in Ed-
monton, due to the sector’s relatively high cap rate and low price.

Supply and Demand
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2023 Industrial Trends

2.85 MILLION

®

SQUARE FEET

will be completed

CONSTRUCTION:
Construction activity will moderate
in 2023, after a substantial rebound
last year. Most deliveries are con-
centrated near the airport along the
Queen Elizabeth IT Highway.

®

40
BASIS POINT

decrease in vacancy

VACANCY:

Net absorption will soften, but remain
above the pre-pandemic level wit-
nessed in 2019. As demand continues
to exceed completions, vacancy
should fall further, but at a slower
pace, ending the year at 2.9 per cent.

Number of Transactions

®

8.9%
INCREASE

in asking rent

RENT:

The average asking rent will rise
above $11 per square foot, due to
tighter availability. Despite the large
increase, Edmonton will remain
Canada’s least-costly market for
tenants searching for space.

Transaction Trends
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* Estimate; ** Forecast; *** Trailing-12-months through 3Q
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HOSPITALITY

Interprovincial Travel Drives Recovery;

Supply Surge Limits Revenue Growth 2023 Hospitality Trends

Ample development dims near-term fundamentals. Similar to the
P P rert : OCCUPANCY:
national trend, Edmonton'’s hospitality sector enjoyed a healthy re- . . .
. i . . Continued recovery in domestic
covery last year, which was mainly boosted by a rebound in domestic . .
; ’ ) o travel is expected to lift occupancy
transient leisure travel. All revenue metrics recorded double-digit . .
. . . 880 above 60 per cent. The increase in
growth, with the annual average daily rate exceeding the pre-pan- . .
) BASIS POINT room inventory, however, will cause
demic level. Compared to other western metros, however, Edmon- .
change in occupancy the annual rate to remain below the

ton’s hotel performance was still relatively weak, which will likely long-term average

continue to be the case in 2023. Despite the growth in domestic trav-

el, the recovery in inbound air passenger traffic has progressed at a

slower pace compared to Calgary and Vancouver. More importantly, @ ADR:

the metro experienced a period of supply expansion during the pan- Following a 25 per cent increase

demic and will see further growth in 2023. By the end of this year, last year, the annual average daily

room inventory in Edmonton will increase by 2.1 per cent compared rate will approach $150 in 2023

o
to 2019. Whereas in Calgary and Vancouver, supply will contract by 14.3% ‘This further improvement will be

.. . . INCREASE
roughly 1.5 per cent. This inventory expansion, coupled with the bR spurred by continued demand re-
relatively moderate level of inbound travel, put a lid on the sector’s covery and still-elevated inflation.
recovery in 2022, and will continue to result in softer improvements
to revenue metrics this year relative to neighbouring metros.
RevPAR:
Edmonton Hospitality Investment Trends The annual average revenue per
® Transactions remained below the historical average in 2022, as a available room will sit well above
result of elevated financing costs and relatively lagging demand. 33.2% its long-term average. The summer
Among outlying regions, Leduc stood out last year. INCREASE peak will surpass $100 for the first
) ) ) ) —— time since the onset of the global
® Returning tourism has bolstered investor confidence, helping the health crisis.
average sale price return to pre-pandemic levels. Nevertheless, Ed-
monton features Canada’s lowest entry cost among major metros.
Occupancy & Revenue Metrics ———— ——— Transaction Trends
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APARTMENTS

Tech Sector Demand Fades; Student

Population Provides Backstop 2023 Apartment Trends

Demographic advantages aid market in choppy waters. Mon- CONSTRUCTION:

treal’s economy remained healthy last year, lending support to the @ Completions have grO\.zvn ata
rental market. The unemployment rate tracked below 5 per cent, . .
healthy pace in recent years, with

which was underpinned by job gains in the metro’s diverse service

] . . 15.820 annual deliveries outpacing all other
sector. Rental demand was also lifted by the return of university stu- ’ .
. . i K UNITS major metros. In 2023, new supply
dents and redirected housing needs from the single-family market, . .
will be completed will exceed 15,000 units.

due to high interest rates and prices. These demand forces, however,

were met with a 9 per cent increase in supply, resulting in only a

marginal contraction in availability. This year, elevated deliveries

are expected once again, and the metro’s tech sector will likely face @ VACANCY:

continued headwinds as higher borrowing costs lead to further job Although supported by the large

cuts, consequently softening apartment demand. This slowdown, student population, an influx of

however, may be partially offset by robust housing needs from the

30 new supply will likely put upward
metro’s student population, which has the potential to increase at a Dresstre onvacanicy, This will be
, . BASIS POINT ’
fast pace. The Québec government has launched a scholarship pro- nerease i vacancy Fuir Thvered [y m s madlenidion fm

gram to incentivize enrollment, in order to diversify and expand the demand as economic growth softens.

province’s labour pool. Over the long term, strong rental demand, as

a result, will likely persist, generating positive investor sentiment.

RENT:
Montreal Apartment Investment Trends @ As supply expands and turnover

e Investment activity slowed sharply in 2022 as rising interest rates slows, the increase in rent will mod-

erate. Montreal’s average monthly

caused hesitancy among investors. With financing conditions ex- 2.8% ) i
pected to stabilize this year, investment activity may find a bottom INCREASE T‘ent will remain b‘el'ow $1.’000’ a.nd
before the end of 2023. in effective rent its lower cost-of-living will continue

to attract new residents.
® As a result of ample supply, Montreal’s average apartment sale

price remains the lowest among major eastern Canadian metros.

Vacancy Trend ——— —_— Sales Trends
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RETAIL

Students and Visitors Help Fill Demand
Gaps; Supply Surge on the Horizon

Vacancy on the ascent toward pre-pandemic levels. With the
impact of COVID-19 in the rear-view mirror, Montreal’s retail
sector has experienced a remarkable recovery. Robust job gains,
coupled with the return of students and tourists, boosted foot traffic
last year, and the following increase in leasing activity enhanced
absorption. In 2023, as the central bank’s restrictive monetary
policy continues to exert pressure on the local labour market, un-
employment will likely rise, reducing consumers’ spending power.
Although this softening in the job market will reduce consumer
spending, the large presence of university students and a further
recovery in the tourism sector, aided by a strengthening U.S. dollar,
will help mitigate this demand deceleration. Completions, howev-
er, will record a substantial increase this year, marked by multiple
mixed use projects. Additionally, the Royalmount shopping centre
will add a further 2.5 million square feet of high-end retail in 2024.
These notable additions, combined with easing demand, will put
some upward pressure on vacancy over the coming years.

Montreal Retail Investment Trends

e Total dollar volume traded held up well last year, thanks to strong
deal flow in the first half. In 2023, with a pickup in development,

trading is likely to improve once financing conditions stabilize.

e Montreal continues to be the least costly market in Canada, result-
ing in the highest cap rate among eastern metros.

Employment Vs. Retail Sales Trend

mmm Employment Change ~ —— Retail Sales Growth

300 120%
150 60%
0%

-150 -60%

Employment Change (000s)
o
YIMOLD) [IDIOY DAL ~L2A0-4DIX

-300 -120%
14 15 16 17 18 19 20 21 22*

* Through October; ** Through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada

2023 Retail Trends

1.07 MILLION
SQUARE FEET

®

will be completed

CONSTRUCTION:

The metro will see a 75 per cent
year-over-year increase in deliveries,
with the annual level of completions
breaching 1 million square feet for
the first time since 2015.

®

30
BASIS POINT

increase in vacancy

VACANCY:

Availability will reverse its down-
ward trend seen throughout the
pandemic recovery and begin to rise
throughout 2023. This is a result of
softening demand and a substantial
inventory expansion.

Average Price per Square Foot

®

0.9%
INCREASE

in asking rent

$300

$250

$200
$150
$100
17 18 19 20 21

RENT:

Following a robust increase last year,
the average asking rent will stabilize
in 2023, due to softening demand
and a surge in supply. The inflation
tailwind, however, will cause rents
to rise, though only marginally.

Sales Trends

22%*



OFFICE

Cooling Demand and Surging Supply
Hinder Near-Term Outlook

Flight-to-quality amid supply glut dampens fundamentals. Mon-
treal has experienced a continuous rise in office vacancy, despite a
mild pace of development throughout the pandemic. The structural
shift toward remote work has weighed on the sector’s recovery,
prompting some businesses to reduce office footprints and others

to seek quality space to help lure employees back to the office. This
flight-to-quality is leaving large blocks of lower-tier assets on the
market, putting downward pressure on the average asking rent. In
2023, this trend will likely continue, and could be further exacer-
bated by a slowdown in the metro’s tech sector and a significant
increase in new construction. Similar to other metros, rising interest
rates are taking a toll on tech companies’ near-term expansion,
which will likely quell demand for office space. On the supply side,
the National Bank’s new head office is expected to add 1.1 million
square feet to the market. This project, combined with others to be
finished after pandemic-related delays, will nearly double annual
deliveries relative to last year. The moderation in demand and surge
in supply will continue to push up vacancy and compress rent.

Montreal Office Investment Trends

® Most trades in 2022 were front-loaded in the first quarter. Rising
interest rates will likely keep investment activity subdued in 2023.

® The long-term prospect of the metro’s AI and life science sectors,
combined with a higher concentration of post-secondary institu-
tions, bodes well for the metro’s office market. The average sale
price has grown 55 per cent since 2018, trailing only Vancouver.

Supply and Demand

mmm Completions SF Net Absorption SF —— Vacancy
@
§ 36 18%
S 1.8 15%
~§ u ] §
~ o
& - . [ ] 5
2 o0 —12% &
)
< =
> B
< o
S -8 9%
~
=
2
g -3.6 6%
© 18 19 20 21 22¢ 23

2023 Office Trends

W

2.1 MILLION
SQUARE FEET

will be completed

CONSTRUCTION:

Deliveries will rise considerably in
2023. Besides the National Bank’s
new headquarters, most other de-
liveries are in the form of mixed-use

projects in urban areas.

®

240
BASIS POINT

increase in vacancy

VACANCY:

Net absorption will remain negative,
due to a further slowdown in office
demand. Coupled with a notable
uptick in construction, vacancy will
climb to a record high, sitting just
below 16 per cent by year-end.

®

3.8%
DECREASE

in asking rent

Average Price per Square Foot

$280

$240

$120

Sales Trends

$200
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17 18 19 20 21 2

RENT:

As overall demand decelerates and
tenants continue to seek high-
er-quality properties, there will be
increased availability in lower-tier
assets, putting downward pressure

on the average asking rent.

Qxkx

* Estimate; ** Forecast; *** Through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada



INDUSTRIAL

Rise in Data Centres Fuels Development;

Off-Island Market Increasingly Favoured 2023 Industrial Trends

Strong demand drives construction. Montreal’s industrial market @ CONSTRUCTION:

dented rent th during th demic, which .
saw unprecedented rent grow uring € pandemic, wnich was Most dehverles in 2023 WIH be

fueled by strong e-commerce demand. The average asking rent medium- to large-bay facilities in

soared by over 50 per cent from 2020 to 2022, and almost reached .
) 5.8 MILLION the off-island submarkets. Robust
$12.00 per square foot. Furthermore, thanks to the metro’s cool . e
SQUARE FEET development activity is well under-

climate and abundance of affordable and low-carbon energy, the .
W &y will be completed way in Valleyfield, Mascouche and

resence of data centres has been on the rise. Montreal currentl .
p Y St-Bruno-de-Montarville.

houses roughly 50 of the nearly 300 data centres across Canada,

and will likely see further growth. The most notable establishments
in recent years were Amazon’s AWS data centre in Varennes and @ VACANCY:

Google’s cloud centre in Beauharnois. On the supply side, the strong Vacancy will register a mild decline

demand for industrial assets has encouraged speculative develop- in 2023, ending the year at 1.9 per
ment. Builders remain optimistic that tenant demand is not likely to 10 cent. Increased construction activity
co.ol significantly, despite s}'lort—tel.*m econon?ic headwinds. As land BASIS POINT will help keep vacancy relatively sta-
prices have become exceedingly high on the island of Montreal, decrease n vacancy ble, compared to the fast decline that
due to scarce availability and robust demand, developers are now occurred in pre-pandemic times.

increasingly looking for opportunities off-island. This is especial-

ly true, given the rising demand for data centres, which require

high-powered industrial clusters with strong power grids. RENT:
@ The influx of new large-bay prop-
Montreal Industrial Investment Trends erties should fuel another year of
® Sales volume in 2022 far exceeded the prior year’s level. The av- 11.1% robust rent growth. The rate of
erage sale price, despite a strong rise during the pandemic, is still INCREASE increase, however, will likely soften
much more affordable compared to Toronto and Vancouver. ianeent e ot projpanii e Devarve avarlable

in outlying areas.
® Most sales prior to 2021 occurred in the $1 to $10 million tranche,

but have since been overtaken by the $20 million-plus segment.

Supply and Demand ——— ——  Transaction Trends
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HOSPITALITY

Citywide Events and Business Conferences
Add Momentum to Sector Recovery

Rise in travel drives strong demand. As pandemic concerns faded
in early 2022, Montreal's tourism sector experienced a rapid re-
covery. Air passenger volume rose by 300 per cent last year, led by

a more than fivefold increase in international arrivals. The resur-
gence in the tourism sector resulted in a significant uptick in hotel
occupancy and revenues. Despite this strong recovery, the annual
average revenue per available room in 2022 was still below its 2019
level, mainly due to lower occupancy compared to pre-pandemic
years. This relative demand slack, however, leaves room for future
improvement. In 2023, citywide events such as the Montreal Grand
Prix and the International Jazz Festival, combined with a strong U.S.
dollar, will continue to attract transient leisure and international
travelers. Multiple large-scale conferences will also lead to a greater
number of business trips, further boosting hotel demand. As a result,
sector occupancy is expected to approach its long-term average, with
revenues recording another year of robust growth. On the supply
side, the postponed expansion of the metro’s airport and elevated
building costs may cause delays in the construction pipeline. This
pullback in supply will likely benefit near-term fundamentals.

Montreal Hospitality Investment Trends

® The $63 million sale of Marriott’s 221-room Residence Inn, one
of the largest hotel trades of last year, highlights the strong buyer
demand for Montreal hotels when they come on the market.

e Transaction activity is likely to slow in 2023, as hotel owners con-
tinue to enjoy improvements in performance.

—— Occupancy & Revenue Metrics

Occupancy Rate =—— ADR =——RevPar
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2023 Hospitality Trends

OCCUPANCY:

The occupancy rate will approach

®

750 led by a strong rebound during the
BASIS POINT

change in occupancy

its long-term average, which will be

winter and spring months. This will
mostly be fueled by healthy transient
leisure and business travel.

ADR:
Hotels are expected to see a further

increase in the average daily rate as

demand continues to recover. Similar

Total Dollar Volume (Millions)

8.5% :
INCREASE to the national trend, the annual ADR
inADR will sit significantly above its long-
term average.
RevPAR:
Revenue per available room will
register positive growth in most
18.6% months when compared to 2019.
INCREASE Strong demand, coupled with elevat-
in RevPAR ed inflation, will push RevPAR above
$200 in the summer months.
Transaction Trends
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* Forecast; ** Trailing-12-months through 3Q
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APARTMENTS

Public Sector Presence Counters Job

Market Headwinds; Demand Shift Persists Apartment 2023 Outlook

Robust rental need takes hold. As Ottawa’s largest employer, CONSTRUCTION:

the federal government expanded its workforce by roughly 12 per @ Deliveries peaked in 2-022 and will
cent during the pandemic, now employing the largest number of P

. . . . . . . register a near 18 per cent deceler-
public servants in Canadian history. This strong job gain, coupled

. . . . L. . . 2.280 ation this year. This slowdown is
with overseas immigration and domestic in-migration, has pro- 3 .
. , ) UNITS likely a result of elevated construc-
vided strong support for the metro’s apartment market. Also, with . . .
will be completed tion costs and interest rates, making

home mortgage r'ates reachlr%g multiyear hlgh.s, single-family sales financing and feasibility a challenge.
dropped sharply in 2022, which pushed housing needs to the apart-

ment rental market. As a result, the average effective rent recorded

a solid increase last year, after breaking the $1,400 per month mark @ VACANCY:

in 2021. This year, a possible slowdown in economic growth could The softer completions and healthy

continue to cause pain in the local labour market, which has already demand, which will be supported by

been reflected in recent waves of tech sector layoffs and hiring paus-

20 public sector employment and redi-
es. The strong government presence, however, will provide a back- BASIS POINT rected housing needs, will continue
stop for the softening job market, cushioning multifamily funda- decrease in vacaney to put downward pressure on the

mentals. Additionally, the demand spillover from the single-family vacancy rate.

market is likely to persist in the foreseeable future, as debt-servicing

costs remain unattainable for many prospective homebuyers.

RENT:
Ottawa Apartment Investment Trends @ Ottawa’s average effective rent

e Ottawa continues to attract yield-focused investors as the metro’s increase is set to moderate, after a

apartment market has one of Canada’s highest cap rates, with the 4.1% strong rise last year. Although over-

average sale price well below that in Toronto. INCREASE all demand maynot soften notably,
in effective rent limited turnover caused by econom-
e While total dollar volume traded in Ottawa proper slowed in 2022, ic headwinds may slow rent growth.

sales in other areas — including Nepean and Gatineau — recorded
large gains, signaling investor interest outside the city centre.

Vacancy Trend ————— Sales Trends
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RETAIL

Macro Conditions Challenge Fundamentals;
Resilient Labour Market Offers Backstop

Vacancy to trend lower, even as demand moderates. The re-
moval of pandemic restrictions led to an increase in foot traffic

in 2022, which aided leasing activity and lifted net absorption
above the level of completions. During the final months, however,
rising interest rates and elevated inflation started to weigh on the
local job market and retail sector performance. This trend will
likely prevail throughout 2023 and be reflected in further waves
of layoffs and hiring freezes. The retail market will consequently
face challenges, as the softening job market causes a contraction
in consumers’ disposable incomes. As a result, retailers will be less
inclined to expand their market footprints, leading to a pullback in
net absorption. Nevertheless, compared to other parts of Ontario,
the higher concentration of public sector employment in the met-
ro will act as a backstop, helping prevent a large rise in unemploy-
ment and a dramatic wane in household spending. Additionally,
supply-side pressure will be muted, with inventory registering the
slowest expansion since 2015. This will offset the impact of soften-

ing space demand, leading to a further drop in vacancy.

Ottawa Retail Investment Trends

® The pace of trades slowed rapidly as borrowing costs began to
rise last year. In 2023, investment activity is expected to bottom

out, then start to rise as financing conditions stabilize.

e This year, essential, single-tenant retail properties may gain inves-

tor attention, due to their resilience during economic downturns.

— Employment Vs. Retail Sales Trends —

mmm Employment Change =~ —— Ontario Retail Sales Growth
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Average Price per Square Foot

2023 Retail Trends

SQUARE FEET

®

182,000

will be completed

CONSTRUCTION:

Inventory will record a sluggish 0.2
per cent expansion, which is equiv-
alent to a 39 per cent year-over-year
drop in completions. Most additions
will be located in outlying regions,
including Kanata and Kingston.

®

10
BASIS POINT

decrease in vacancy

VACANCY:

Despite the softening in demand,
muted inventory growth will cause
availability to inch lower. The va-
cancy rate, as a result, will reach its
lowest level since 2016.

®

2.1%
INCREASE

in asking rent

$360
$335
$310
$285 I
$260
17

RENT:

Limited availability will continue
to put upward pressure on the
average asking rent. The rate of
increase, however, will slow as

demand-side pressure eases.

Sales Trends
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2%*

* Through October; ** Through 3Q

Sources: Altus Data Solutions; CoStar Group, Inc.; Statistics Canada



OFFICE

Tech Firms Tap the Brakes; Federal
Government Office Divestment Accelerates

Vacancy trends back past pandemic high. The metro saw office
availability shrink steadily from mid-2021 to mid-2022, as the easing
of health-related restrictions enabled a gradual return to office. This
trend, however, reversed in the third quarter of 2022, as rapidly
rising interest rates caused the tech sector — especially the e-com-
merce and cryptocurrency segments — to halt recruitment and
downsize office space. The vacancy rate in 2023 will likely remain
on this upward trajectory and track back past pandemic highs, as the
tech industry responds to rising borrowing costs and lower company
valuations by halting hiring activity. The federal government is also
accelerating its long-term plan to shed its office footprint across the
country. Ottawa, where the public sector owns and leases a high-

er concentration of local office buildings relative to other metros,

2023 Office Trends

®

352,000
SQUARE FEET

will be completed

CONSTRUCTION:

Completions will top the level seen
in 2022 and surpass the recent peak
in 2021. However, completions
remain muted compared to other
major metros. Most of this new sup-
ply will be delivered in Gatineau.

®

VACANCY:
As aresult of the short-term slow-

down in tech sector expansion, net

90 absorption will soften. Coupled with
BASIS POINT

increase in vacancy

®

will start to see more space vacated for sale and lease. This will an increase in supply, vacancy will

put upward pressure on the vacancy rate over the coming decade. rise above the pandemic peak and

Near-term underlying fundamentals, however, are likely to remain end the year at 8.9 per cent.

in better shape compared to Toronto and Montreal, thanks to much

milder office development in previous years, as well as 2023.
RENT:
Ottawa Office Investment Trends The average asking rent growth is

® Transaction volume peaked in the final quarter of 2021 and has expected to moderate, after a robust

since leveled off. Deal flow will likely remain muted in 2023 amid 0.3% gain in 2022. The relative scarcity of
short-term economic uncertainty and continued hybrid work. INCREASE new office supply will put a floor on
in asking rent rent growth, avoiding a yearly de-
e Aspartofthe government's strategy, new Class A office properties, cline seen in neighbouring metros.
which provide attractive workplaces, will be the next investment
focus as older assets are vacated and potentially re-purposed.
Supply and Demand Sales Trends
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INDUSTRIAL

Multinational Corporations Eye Ottawa as a
Rising Star for Future Development

Undersupply ensures strong fundamentals. Once off the radar for
multinational businesses seeking major fulfillment and distribution
centres, Ottawa has now become one of the focal points for large cor-
porations’ future expansion plans. The metro’s relatively low asking
rent and close proximity to Toronto and Montreal — Canada’s two
largest cities — gives the market a cost and geographic advantage,
which aids in efficient operations. The recent openings of Amazon'’s
fulfillment centre in Barrhaven and Ford’s distribution centre in
Casselman paint a promising picture for the metro’s future industrial
appeal. Meanwhile, construction has been lagging behind demand,
putting downward pressure on the metro’s vacancy rate. Availability
was above 4 per cent in 2015, but fell to roughly 1.5 per cent in 2022.
This year, short-term economic headwinds are not likely to abate
demand significantly, as prospective tenants compete for any new
space that comes to market. Supply is only moderately ramping up,
and most projects consist of small-bay space, which will likely be ful-
ly absorbed upon delivery. Vacancy, as a result, will continue to fall,

driving the market’s average asking rent to a new high in 2023.

Ottawa Industrial Investment Trends

® Total dollar volume transacted rose significantly in 2022, marked
by the sale of a new large-bay distribution centre in Casselman.

e Several large facilities, each with rentable areas over 500,000
square feet, will be delivered over the upcoming years, which will
likely stimulate investor interest. The largest project is a distribu-
tion centre at 1966 Roger Stevens Drive in South Ottawa.

Supply and Demand
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2023 Industrial Trends

®

865,000
SQUARE FEET

will be completed

CONSTRUCTION:

Completions will exceed last year’s
level by roughly 150,000 square feet.
Most of these additions are located
at the National Capital Business
Park in South Ottawa near the
Trans-Canada Highway.

®

20
BASIS POINT

decrease in vacancy

VACANCY:

Strong demand is set to outpace the
mild uptick in construction. Vacan-
cy, as a result, will fall to 1.3 per cent.
The city of Gatineau will remain the
tightest submarket, as no new deliv-
eries are expected this year.

®

9.5%
INCREASE

in asking rent

RENT:

Limited availability will push the
average asking rent to $14.95 per
square foot. The metro’s industrial
rent will likely remain elevated over
the next few years as new, large-bay
projects finalize and enter lease-up.

Transaction Trends
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HOSPITALITY

Waning Impact of Political Events and
Return of In-Office Work to Lift Occupancy

Continued demand leads to record-high room rates. Last summer,
Ottawa’s hospitality sector enjoyed a significant uptick in travel
demand. The peak in occupancy almost reached the pre-pandemic
high, with the average daily rate and revenue per available room
rising well above their long-term averages. The recovery, however,
was softer compared to Toronto, largely caused by a plummet in
hotel demand throughout the winter months due to pandemic-relat-
ed protests. This was followed by delayed business trips, as a result
of wide and lasting remote work arrangements in the public sector,
which led to the average annual occupancy rate remaining below 60
per cent in 2022. Nonetheless, this metric is likely to improve fur-
ther in 2023, recording a near 10 percentage-point increase. Demand
throughout the winter and spring will see a strong year-over-year
rebound, as the impact of social movements is largely gone. Normal-
izing in-person activities should also boost business travel, aiding
additional occupancy gains. With this demand tailwind, revenue
metrics will register double-digit growth and the annual average
daily rate will be on track to break the $200 mark for the first time.

Ottawa Hospitality Investment Trends

e Ottawa investors tend to have longer hold periods, leading to lower
turnover and fewer properties on market. This dynamic persisted
in 2022, mostly due to a lack of new supply and seller hesitancy.

® Marriott and Hilton are looking to expand their market presence
over the coming years, by adding roughly 400 rooms combined.
This should lead to an improvement in investment activity.

Occupancy & Revenue Metrics
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2023 Hospitality Trends

®

900
BASIS POINT

change in occupancy

OCCUPANCY:

Occupancy will see healthy improve-
ment this year, with the summer
peak surpassing 80 per cent. The an-
nual average is expected to approach
the 70 per cent mark.

®

15.2%
INCREASE

in ADR

ADR:

Robust travel demand will drive the
average daily rate to a new high in
2023. Most months will see the rate
remain above $190, with the summer
peak reaching almost $230.

Total Dollar Volume (Millions)

®

30.2%
INCREASE
in RevPAR

$100
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$75
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RevPAR:

Revenue per available room is an-
ticipated to advance further on the
strength of occupancy and the aver-
age daily rate. It will rise above the
pre-pandemic level for the first time
since the onset of the health crisis.

Transaction Trends

2%+



Southwestern Ontario

APARTMENTS

Supply Shortage Stoked Red-Hot Rents;
New Legislation May Cool Gains

Regional relocations drive tight market. In 2022, the average
effective rent in Southwestern Ontario registered a double-digit
percentage increase, spurred by exceptionally strong demand and

a large slowdown in completions. Population growth was strong as
residents moved into the region from the GTA, due to deteriorating
housing affordability and the flexibility permitted by remote work.
These new residents have contributed to not only an improvement
in overall apartment demand, but also additional upward pressure
on rents. These newcomers tend to have higher incomes than exist-
ing residents within the region, which leads to increased absorption
of higher-cost and better-amenitized buildings. In 2023, demand for
units will remain robust, but likely not as strong as last year, due to
near-term economic uncertainties. Vacancy, however, may contract
further as completions continue to decline. Nonetheless, Ontario’s
More Homes Built Faster Act, which was passed last year, has the
potential to expand the region’s apartment inventory by reducing
construction cost and regulatory hurdles for developers. This could
bring supply and demand to a more balanced level in the future.

Southwestern Ontario Apartment Investment Trends

® Investment activity retracted in the second half of 2022, particu-
larly in the $20 million-plus tranche. Total dollar volume traded
may be lacklustre this year as uncertainty remains.

® Since 2019, the average sale price in the region has climbed at a
faster pace compared to the national average, resulting in the re-
gion'’s cap rate now sitting slightly below the country’s average.

Vacancy Trend
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Apartment 2023 Outlook

®

2,590
UNITS

will be completed

CONSTRUCTION:

Completions peaked near 5,000
units in 2021 and have since trended
downward. Deliveries in 2023 will
record a 15 per cent year-over-year
drop as builders face high construc-
tion and financing costs.

®

30
BASIS POINT

decrease in vacancy

VACANCY:

As new supply dwindles and demand
remains robust, the vacancy rate will
register a further decline and ap-
proach 1 per cent. The More Homes
Built Faster Act could help increase
availability over the long term.

®

6.3%
INCREASE

in effective rent

Average Price per Unit (000s)

$240

$205

$100

$170
- I I I
17 18 19 20 21

RENT:

Following a nearly 14 per cent jump,
the average effective rent will rise
again, but at a slower pace because
of near-term economic uncertain-
ties. Rents will stand nearly 40 per
cent above the pre-pandemic level.

Sales Trends

22

* Forecast; ** Through 3Q

Sources: Altus Data Solutions; CMHC; CoStar Group, Inc.; Statistics Canada



Southwestern Ontario

RETAIL

Suburban Essential Retail Better Positioned
to Overcome Short-Term Challenges

Macro headwinds to exert less weight on performance. In line
with the trend felt across the province, a recovery in foot traffic —
aided by household income gains and the removal of health restric-
tions — boosted retail spending and led to elevated leasing activity
last year. Along with a moderate level of development, the vacancy
rate fell to an eight-year low. In 2023, with the impact of elevated
interest rates in full swing, retail demand should soften, posing chal-
lenges to the sector’s performance. Nevertheless, due to a less urban
landscape compared to Toronto and Ottawa, a greater concentration
of suburban essential businesses are present in the region. This

may enable some retailers to better weather near-term headwinds
as consumers shift spending to essential goods and services during
economic downturns. Additionally, inventory will grow at a milder
annual pace of 0.4 per cent, compared to the 0.6 per cent expansion
expected in the GTA. This limited supply increase will help prevent
a large deterioration in underlying fundamentals.

Southwestern Ontario Retail Investment Trends

® Single-tenant properties have increasingly gained investor at-
tention in recent years as the share of dollar volume transacted
reached a historic high last year. Single-tenant assets will likely
continue to draw focus in 2023, given near-term uncertainties

® The region offers lower-priced assets, with its average sale price
being roughly half of Toronto’s. This results in a nearly 200-ba-
sis-point gap in cap rates between the metro and the GTA in 2022.

— Employment Vs. Retail Sales Trends —
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Average Price per Square Foot

2023 Retail Trends

SQUARE FEET

W

552,000

will be completed

CONSTRUCTION:

Deliveries will exceed 500,000
square feet this year. The Gateway
London project will contribute to
most of this inventory expansion,

offering outlet centre retail space.

®

10
BASIS POINT

increase in vacancy

VACANCY:

With the softening in consumer de-
mand and a mild rise in construction
activity, the vacancy rate will tick up
slightly, but will remain well below
pre-pandemic levels.

®

0.7%
INCREASE

in asking rent

$320
$290

$260

N . I I I I I
$200
17 18 19 20 21

RENT:

Following strong gains recorded

in the first half of 2022, the rate of
rent increase has slowed. This year
will see the average asking rent

stabilize above $19 per square foot.

Sales Trends

22%*



Southwestern Ontario

OFFICE

Migration-Fueled Employment Surge

Fades as Uncertainty Clouds Outlook 2023 Office Trends

western Ontario experienced a much faster return to office in 2022

Economic headwinds to impact near-term fundamentals. South- @ CONSTRUCTION:

Building activity will slow in 2023,

compared to other major metros in Canada. The region’s smaller . .
after a solid year of development in

city sizes allow for shorter commutes, and the pandemic has caused

. . 24.000 2022. As a result, this reduction in
the local labour force to expand at a faster pace, with residents mov- ’ .
L. . . . . SQUARE FEET construction may act as a backstop
ing in from neighbouring urban cores in the hopes of better living I for falling demand and underlying

arrangements. Employment across office-using sectors, as a result
& ploy g ’ ’ office fundamentals.

recorded large gains during the past two years, which helped propel

office demand. After multiple years of inactivity, however, deliveries

in 2022 picked up considerably, with four times more space added @ VACANCY:

to market compared to 2021, which exceeded the uptick in demand. The softening in demand will con-

As a result, vacancy only saw a short-lived improvement, dropping crilbiie o A Rir e Fee i avalabil
slightly in 2021 before quickly elevating again in 2022. This year, 90 ty. The limited new supply, how-
similar to the neighbouring GTA, near-term economic headwinds BASIS POINT ever, will likely lead to the vacancy
will likely weigh on office demand, especially in Waterloo, which increase in vacancy rate increasing at a more moderate
has become one of Ontario’s major tech hubs. Rising interest rates pace compared to 2022.
have slowed tech sector growth, tempering near-term office demand
and putting upward pressure on overall vacancy.

RENT:
Southwestern Ontario Office Investment Trends @ With new, high-quality Class A

® During the pandemic, investment activity remained relatively sta- assets being delivered in 2022 —

ble compared to other Ontario markets, as office demand remained 0.2% EE e not' Ballly pr?—leas.e('i N
slightly healthier due to strong job growth. INCREASE the average asking rent is anticipat-
in asking rent ed to rise, though only marginally.
® Long-term investor sentiment remains optimistic as government
initiatives, including FedDev Ontario and the Southwestern On-
tario Development Fund, help support local businesses.
Supply and Demand ———— Sales Trends
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Southwestern Ontario

INDUSTRIAL

Industrial Sector Benefits from Redirected

Tenant and Investor Interests

Location and competitive costs drive healthy outlook. Southwest-

ern Ontario sits at an ideal location, with the state of Michigan to

the west, as well as the GTA and the state of New York to the east.

The presence of multiple industrial clusters, including London,

Brantford and Kitchener, provides tenants and investors with
cost-effective alternatives to Toronto's tight and pricey industrial
market. With the neighbouring GTA reaching historically low avail-
ability and a record-high average asking rent last year, demand mi-
grated and boosted leasing activity within the region, which pushed
vacancy down to 0.5 per cent in mid-2022. Construction ramped up
immediately afterward, and will likely pick up further this year to
provide relief to the region’s tight availability. Over the long term,
Toronto’s decade-long supply shortage may continue to drive the
region’s industrial demand. Furthermore, with relatively lower
land acquisition costs, multiple government incentives encouraging

industrial development, and the region’s optimal location, construc-

tion activity has the potential to rise substantially in the future to

accommodate excess tenant and investment demand from the GTA.

Southwestern Ontario Industrial Investment Trends

® Deals have been concentrated in the $1 to $10 million range, but
may shift to $20 million-plus as large-bay facilities are expected,

due to the relative abundance of development land.

® The average sale price is now above $200 per square foot, but is
still lower than Toronto prices. This will likely stimulate investor
interest, as high demand from the GTA spills over to the region.
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2023 Industrial Trends

CONSTRUCTION:
Construction will increase by rough-

ly 80 per cent this year. Multiple

3.8 MILLION large-bay projects are expected,

SQUARE

will be completed

FEET including the Allendale Business
Park in Cambridge and the Homer
Watson Business Park in Kitchener.

VACANCY:
Although net absorption remains

20

BASIS POINT

increase in vacancy

robust, the significant uptick in com-
pletions will provide some relief,
pushing vacancy up slightly to 1.0
per cent by year-end.

RENT:
The average asking rent will contin-

ue to rise, due to the completions of

13.1% new, upper-tier industrial proper-

INCREASE

ties. The rate of increase, however,

in asking rent is expected to soften from last year’s

280

210

140

7

Number of Transactions
o

high amid a surge in supply.
Transaction Trend
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Southwestern Ontario

HOSPITALITY

Hotel Performance Continues Upward;
Limited Impact from Inventory Growth

Return of visitors and government subsidies aid hotel revenues.
While heavily impacted by the omicron variant early last year, the
hospitality sector in Southwestern Ontario experienced a quick
recovery after health concerns waned. The average occupancy

rate for 2022 rose above the long-term average, which was led by

a near 30 percentage-point jump during the summer months. This
strong rebound was most visible in the Kitchener Waterloo-Cam-
bridge-Guelph submarket, due the high concentration of post-sec-
ondary education institutions located within the region. In addi-
tion to the pent-up travel demand and the return of students, this
recovery was also aided by the federal government’s $68.5 million
investment in the metro’s tourism-related industries to attract both
domestic and international visitors. In 2023, the sector is expected
to continue to grow, with key revenue metrics advancing further
above their long-term averages. On the supply side, roughly 200
units are expected for completion this year, which represents 1 per
cent of the current inventory. This low supply growth should act as
a backstop to a potential recession and help keep income metrics
elevated in 2023.

Southwestern Ontario Hospitality Investment Trends

e While a high-profile sale near Niagara Falls skewed last year’s dol-
lar volume, the total number of trades fell sharply to a multiyear
low, due to current owners’ lack of willingness to sell.

® The average sale price dropped below $100,000 per room at the
end of 2022, largely in line with the pre-pandemic level.

Occupancy & Revenue Metrics

Occupancy Rate =—— ADR =——RevPar
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2023 Hospitality Trends

OCCUPANCY:

Occupancy will climb above 65 per

®

660
BASIS POINT

change in occupancy

cent and will almost recover to the
pre-pandemic level in 2019. The
summer peak will surpass 80 per
cent for the first time since 2020.

ADR:
A continued demand recovery will

help lift the annual average daily
rate above $180 this year. The first

Total Dollar Volume (Millions)

1.1% :
INCREASE half of 2023 will see the largest year-
in ADR over-year increase of roughly 17 per
cent.
RevPAR:
Revenue per available room will
continue on an upward trajectory
21.9% this year, with the highest gains to
INCREASE be recorded in the first six months.
in RevPAR The annual average will reach $125.
Transaction Trends
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* Forecast; ** Trailing-12-months through 3Q

Sources: Altus Data Solutions; Statistics Canada; STR, a CoStar Group Company



APARTMENTS

Immigration and Spillover from Single-

Family Market Bolster Optimistic Outlook 2023 Apartment Trends

CONSTRUCTION:

demand in Toronto was strong last year, stemming from increased ]
New supply will record a 41 per cent

Steady demand adds further pressure on vacancy. Multifamily
levels of immigration, a gradual return to office, steep barriers to @ . .
becoming a first-time homeowner and a sharp decline in comple- year—over.—year increase In 2023, as
tions. In 2023, the metro is expected to welcome a larger number of 53060 some projects that have been <.ie—

newcomers, following Canada’s newly-expanded immigration target, S layed throughout the .pande.mlc are
which will continue to support rental demand. Additionally, still bt able to reach completion this year.

elevated home prices and borrowing costs will keep potential buyers

on the sidelines as ownership remains out of reach. This will con-

tinue to redirect housing demand toward apartment rentals. These @ VACANCY:

demand forces, however, may be moderately softened by a mild rise Following a significant drop in 2022

in unemployment, particularly in the metro’s tech sector, as a result the vacancy rate will continue on its

of decelerating economic growth in the near term. Furthermore, an 20 downward trajectory. Although, the

uptick in supply this year may temporarily slow declining vacancy. BASIS POINT pace of decline will decelerate, as

Over the long term, however, elevated interest rates are causing P aresult of increasing supply and a

developers to pause, or outright cancel projects, which could exacer- potential softening in demand.

bate the supply and demand imbalance over the coming years.

Toronto Apartment Investment Trends @ RENT:

A number of Class A buildings,
including The Well and Mirvish Vil-
4.6% lage, will push the average effective

® The average apartment price reached roughly $360,000 per unit
in 2022, driven in part by investors’ views on the positive proper-
ty performance metrics resulting from strong leasing demand and

limited new supply. INCREASE
ineffectiverent from a possible near-term economic

e While total dollar volume traded remained stable last year, the slowdown, will cap this increase.

rent up. Slower turnover, resulting

western submarkets — such as Burlington and Mississauga — saw
anotable increase, partially driven by lower average prices.

Vacancy Trend ——F— ——— Sales Trends
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RETAIL

Job Market Slack and Large Supply )
Deposit to Elevate Availability 2023 Retail Trends

Supply shortage t.o be t.emporarlly :jlmehorated. As the Bank CONSTRUCTION:
of Canada aggressively lifted borrowing costs last year to combat

inflation, consumer spending in Toronto leveled off quickly after E::;V:;;fsollz ?r(l)czrse;zgl sfiiha ;1;)::
peaking in June. The local labour market also showed early signs of . . ’ .
moderation as elevated interest rates reduced company valuations 1.86 MILLION arrivals in the suburbs. Many proj-
and impeded hiring activity. As a result, the metro’s unemploy- S LSS ec.ts.de.layed ithroughout the health
ment rate ticked up above 6 per cent late last year. As the monetary villbecompleted crisis, including The Well, a}re
tightening program continues to work its way through the local expected for completion this year.

economy, consumer spending is expected to see additional soften-

ing in 2023, which will likely be complicated by further job losses. @ VACANCY:

This demand headwind will lead to a year of relatively lacklustre Softer demand, caused by near-

leasing activity as a result, especially in the non-essential sector. The T CeDaTNe tnesHEies amdla

essential segment, however, will likely remain robust as consumers

i ‘ ’ i ‘ 20 notable pickup in completions, will
shift spending away from discretionary goods and services. On the s put slight upward pressure on the
supply side, projects that have been delayed during the pandemic increase i vacancy metro’s vacancy rate.
are expected to come to market this year, lifting completions to the
highest level since 2020. This substantial supply increase, coupled
with demand-side headwinds, will temporarily lift the metro’s tight
vacancy rate to a slightly more balanced level. RENT:

@ The average asking rent will track
Toronto Retail Investment Trends upward, due to still-elevated price
® As rising borrowing costs hindered the availability of financing, 2.6% growth and the presence of per-
the metro saw a broad deceleration in investment activity across INCREASE centage rents. However, the pace of

all deal size tranches last year, which is likely to extend into 2023. et rent growth will ease, as a result of

increased availability.
® The average sale price reached a historic high in 2022, close to

$700 per square foot. Cap rates, however, remained elevated.

— Employment Vs. Retail Sales Trends — — Sales Trends
mmm Employment Change ~ —— Retail Sales Growth
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OFFICE

Industries that Drove the Recovery Hit

Pause in Toronto, Disrupting Momentum 2023 Office Trends

CONSTRUCTION:

rising interest rates cool the national economy, hiring activity in L. . L.
& Y 5 Y Deliveries will ramp up significantly

Supply surge amid economic uncertainty creates headwinds. As @

Toronto will consequently slow in 2023. The technology sector —

. . this year, partly due to the delayed
which drove the office sector recovery in early 2022 — has already

leti f The Well in the Fash-
experienced hiring freezes and layoffs, and will likely see recruit- 6.3 MILLION  competionof Zhe el the ¥as

SQUARE FEET ion District. Another major addition

ment activity remain weak throughout this year, leading to sluggish . i q
b g Y & 58 will be completed will be the TD Bank building located

demand for office space. Demand from other sectors may also stag- . . .
) ) . in the Financial Core.
nate as businesses navigate through near-term economic uncer-

tainty. Furthermore, the overall slow return to office, seen through

subdued workplace activity in fall 2022, will put a lid on businesses’ @ VACANCY:

office expansion plans. These factors will contribute to a further rise Net absorption will remain negative

in vacancy across the GTA. On the supply side, the influx of new for the fourth consecutive year since
space will likely add to the surplus, and further dampen underlying 320 the onset of the global health crisis
fundamentals. T}?e increase in new prol?erties, cc.)up¥ed with f:.idin'g. BASIS POINT o8 a resulk e sk dlemmamd amd
office demand, will subsequently result in an uptick in the availabili- increase in vacancy excess supply. This will push the

ty of older and less-amenitized Class B and C assets. These proper- vacancy rate to 14.3 per cent.

ties typically take longer to be absorbed, and will exert downward

pressure on the average asking rent throughout this year.

RENT:
Toronto Office Investment Trends @ Most new Class A assets are fully
® Investment began to slow in the second quarter of 2022, as interest pre-leased, while Class B and C
rates began to rise. Deal flow will likely remain sluggish this year 0.7% properties continue to account for a
amid economic uncertainty and the ongoing trend of hybrid work. DECREASE larger share of vacant space on the
in asking rent market. The average asking rent, as

® The average sale price peaked in early 2022 and has since been aresult, is expected to drop slightly.

trending down, due to softer investor demand. As a result, the av-
erage cap rate has slowly been moving upward.

Supply and Demand —F—— —— Sales Trends
mm Completions SF Net Absorption SF — Vacancy
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INDUSTRIAL

Supply and Demand Imbalance Pushes
Vacancy to Extremely Low Level

Vacancy continues to trend downward. Availability in Toron-

to’s industrial market was on a steady decline prior to 2020. The
pandemic accelerated this tightening, due to strong e-commerce de-
mand, elevated uncertainties surrounding global supply chains and
extremely subdued supply. Construction limitations have long been
the underlying force for the metro’s supply and demand imbalance.
Building activity is geographically bounded by Lake Ontario and the
Greenbelt. Developers also have to navigate through tedious approv-
al processes in order to begin construction. This has led to multiple
years of limited completions, which has become a driving force for
the ultra-low availability. Although elevated inflation and rising
interest rates have the potential to cause an economic recession,
tenant competition will likely remain fierce as businesses continue
to localize supply chains to reduce offshoring risks. Deliveries will
pick up after pandemic delays, adding almost 50 per cent more space
to market than last year, but will still be outpaced by absorption. Va-
cancy, as a result, will retreat to a record low, and the average asking
rent will rise further, despite near-term economic uncertainties.

Toronto Industrial Investment Trends

® The ultra-low availability helped push the average sale price to a
record high in 2022, making the metro the second-highest priced
market in Canada, trailing only Vancouver.

e The GTA West continues to attract the most investment attention;
however, the GTA East is emerging as a hotbed for investment,
due to its relatively low sale price.

Supply and Demand
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2023 Industrial Trends

CONSTRUCTION:
The metro will see roughly 4 million

more square feet added in 2023.

12.5 MILLION Over 60 per cent of this space will be
SQUARE FEET in the GTA West, due to the area’s

will be completed robust highway network and close

proximity to Pearson Airport.

VACANCY:
@ Despite economic headwinds, net

10
BASIS POINT

decrease in vacancy

absorption will exceed supply due
to intense tenant competition. The
vacancy rate will reach an all-time
low of 0.4 per cent by year-end.

Number of Transactions

RENT:
After increasing 26 per cent in 2022,

limited supply and robust demand

11.2% will keep the average asking rent on
INCREASE an upward trajectory. By year-end,
in asking rent rent is expected to approach the

900
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o

300

$20.00 per square foot mark.

Transaction Trend
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HOSPITALITY

Rise in Inbound Trips and Return of

Business Travel Lead to Further Recovery 2023 Hospltality Trends

hospitality sector experienced a swift rebound, after the omicron

Hotel revenues continue upward, despite cooling inflation. The @ OCCUPANCY:

While the occupancy rate will ad-

variant faded early last year. Occupancy jumped 50 percentage vance further to 71.2 per cent, driven

points from the winter trough to the summer peak in just five

hs. with th | . hing ts] 530 by the return of citywide events and
2022 - . Gl g
months, with the ar‘lnua oceupancy rate O'T 022 reaching 1ts.or.1g BASIS POINT corporate travel, it will still sit below
term average. Looking forward, as worldwide COVID-19 restrictions ) .
change in occupancy the pre—pandemlc level.

— particularly in Asia — continue to ease and in-person business
events normalize, further recovery in international and corporate

travel is expected, which will help raise occupancy throughout

2023. Furthermore, due to hotels’ ability to reset rents on a nightly @ ADR:

basis, the average daily rate in the metro rose above $200 in 2022. Following an over 50 per cent in-

This year, as aggressive monetary tightening is expected to cause crease in 2022, the average daily rate
a deceleration in inflation, the average daily rate should continue 9.8% will rise further, albeit at a softer

to rise, but at a slower pace. On the supply side, deliveries have - C;QEA(;E pace, with the annual average rising
remained scarce, acting as a backstop for fundamentals in times of i ADR above $230.

economic hardship. The downtown and west submarkets, however,
will see major additions in the coming years, including RIU's first

Canadian hotel, which will add over 350 rooms.

RevPAR:
Toronto Hospitality Investment Trends Further improvement in occupancy

® Investment activity declined significantly in 2022 as financing i e ez dlily mise vl pusln

. . . th 1 RevPAR to $1 hich i
costs were elevated and the incentive to sell was muted, with hotel 14.2% euanlzlua ] 6\1’ 0 $165, which is
owners benefiting from the asset’s inflation-resistant nature. INCREASE well above its long-term average.

in RevPAR
® Investor attention toward hotel assets is likely to grow in and be-
yond 2023, as the metro sees a notable rise in construction activity.
Occupancy & Revenue Metrics ——— ——— Transaction Trends
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APARTMENTS

Rental Needs Remain Strong; Rise in

Supply Temporarily Halts Vacancy Slide 2023 Apartment Trends

ly i t sufficient to lift . The GVA' t-
Supply increase no 'su cient to li 'vacancy ! e GVA's apar CONSTRUCTION:
ment rental market tightened at a rapid pace during the past two

. . ] Annual deliveries will reach an all-

years, with vacancy falling to sub-1 per cent in 2022. Although annu- . . . .
. . . time high, with close to 8,000 units
al supply had risen to roughly 6,000 units, newly-built apartments

expected for completion this year.
were being absorbed at a blistering pace. This was a byproduct 7’81 5 p . . P y
. . . UNITS This increase is a result of projects
of exceptionally strong demand from high-salaried tech workers, ) .
will be completed that were delayed during the global

domestic and international migration, as well as the return of uni- .. . .
. T . . health crisis finally being delivered.
versity students. In 2023, deliveries will record another year of solid

growth, partially facilitated by the government’s new 3-3-3-1 plan.
This new program encourages development activity by streamlining @ VACANCY:

the planning process and reducing construction obstacles. Demand Even as deliveries jump by 28 per

tailwinds will also likely persist, as the city looks to welcome record cent, absorption will likely keep

levels of new residents, following the updated national immigra- o pace as strong demand from mul-

tion target. Furthermore, still elevated homeownership costs will e tiple sources persists. Vacancy, as a

keep single-frilrnily sales subdued, .redire.ctir%g. houéing defnand to . change in vacancy result, will remain at an extremely
the multifamily market. Due to this, availability will continue to sit low level of 0.9 per cent.

below 1.0 per cent but remain temporarily stable this year, as a result

of the uptick in new construction.

RENT:
Vancouver Apartment Investment Trends @ The GVA'’s average effective rent will

® The average sale price rose at a milder pace compared to other el 1760 e ey, mione L

. . . 4 h ional -
metros last year. Vancouver, however, remains the highest-priced 5.3% Dipsi wnittalbpye i seiomd g

market in Canada, offering the lowest average cap rate. INCREASE 53 WG T 1§ @ qpetiod [ e

SO the priciest rental market in Canada.
e Total dollar volume traded softened in 2022. Despite this, the new

Broadway subway line and the metro’s latest 3-3-3-1 initiative will
likely bode well for investment activity in the coming years.

Vacancy Trend ———— —  Sales Trends
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RETAIL

Affluent Consumers and Further Recovery

in Tourism Underpin Retail Performance 2023 Retall Trends

CONSTRUCTION:

retail sector has proven to be resilient throughout the pandemic. Va- . .. .
Construction activity will record a

Availability to stabilize at an extremely low level. The metro’s
cancy t.icked up just 30 basis points aF the height of the health crisis @ healthy yearly expansion, with 147
and quickly retracted thereafter, ending 2022 below the pre-pan-

er cent more supply coming to mar-
demic level. Due to very low inventory growth during the past two 774’000 o S . o
. . . SQUARE FEET ket. The level of completions, howev-
years, vacant space has been absorbed at a rapid pace. This trend is ) o
will be completed er, will still fall short of the 2019 level

likely to continue in 2023. Near-term macroeconomic headwinds e
. . of roughly 1.4 million square feet.
may weigh on the retail sector, as a result of reduced household

spending and diminished foot traffic. However, wealthy consumers

within the metro, combined with an expected further recovery in VACANCY:

the tourism industry, have the potential to act as a backstop to mod- @ The softening in demand and uptick
erating demand. This will enable retailers to stay afloat, with a po- in inventory growth will likely halt
tential recession on the horizon. Furthermore, supply-side pressure

. L. . . . . . (0) the declining trend in vacancy.
will be limited. While a large increase in completions is expected o . . )
. . . BASIS POINT Availability will remain relatively
in 2023, the pace of supply growth will remain well below pre-pan- e : -
change in vacancy
demic norms. Vacancy, as a result, will hold stable at an exceptional- stable at roughly 1 to 2 per cent.
ly subdued level, nearly 100 basis points below the national average.
Vancouver Retail Investment Trends RENT:
® Metro Vancouver remains the highest-priced retail market in Can- Fierce competition, coupled with
ada. The average sale price for single-tenant properties broke the inflationary pressures benefiting
$1,000 per square foot mark last year, bringing the average cap rate 3.6% percentage rents, has the average
to roughly 5.5 per cent. INCREASE asking rent for high-end locations
in asking rent

along Robson and Alberni nearing
$200 to $250 per square foot.

e Infrastructure projects, including the Surrey Langley SkyTrain ex-
tension and the Broadway Subway Project, will create a more in-
terconnected GVA and generate further investment opportunities.

—— Employment Vs. Retail Sales Trends — ——— Sales Trends
mmm Employment Change ~ —— Retail Sales Growth
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Vancouver

OFFICE

Strong Class A Pre-Leasing Activity

Outweighed by Influx of New Developments 2023 Office Trends

Vacancy to rise, due to substantial construction. Vancouver’s

office market proved to be relatively resilient during the pandemic, @ SelJouliciilelis

. . . . Multiple pre-pandemic construction

with vacancy remaining below the national average. Fewer pandem- . .
projects are slated for completion

3.8 MILLION inthe downtown core. This uptick
SQUARE FEET more than doubles what was wit-

will be completed nessed last year, causing new supply

ic-related restrictions, along with strong employment gains, have
contributed to healthy demand for top-tier office space. Despite this,
waves of new supply over the past two years have kept vacancy on
an upward trajectory, as deliveries are not fully pre-leased and com-

. . . . to outpace demand.
panies continue to take a wait-and-see approach regarding future

office needs. In 2023, demand for Class A assets will likely elevate
as pre-leasing activity in the tech, finance and professional service @ VACANCY:

sectors remain steady. Supply, however, will speed up and exceed This rise in vacancy will be fueled

absorption, as deliveries of several large downtown buildings — e i e TR s L

many of which started construction before the health crisis — are

er-tier properties, as a result of the
expected later this year. Furthermore, with a possible economic 160 : :
slowdown on the hori (.)n availabili ,ma increase further in lo BASIS POINT ARl O R e e
wdow Zon, avat 1ty may n low itarame o Ve Canada. The vacancy rate is expect-

er-tier assets, given the flight-to-quality trend. The overall vacancy ed to end the year at 8.8 per cent

rate, as a result, will increase, causing rent growth to soften.

Vancouver Office Investment Trends RENT:

e Rising interest rates have the potential to weigh on investment @ Rent growth this year will likely be
activity this year. Intense tenant competition for scarce high-end eyl by ihie vl i Clis B
space, however, will likely bode well for investment opportunities 1.2% vacancy. With new supply not fully
in Class A assets over the long term. INCREASE pre-leased, however, the average

el asking rent is still expected to in-

® The Lower Mainland remains the highest-priced office market in crease, though only marginally

Canada. The average sale price is nearly twice the national aver-
age, despite a notable decline of 20 per cent recorded in mid-2021.

Supply and Demand ———— Sales Trend
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Vancouver

INDUSTRIAL
New Development Zone and Innovative )
Build Concepts Slightly Lift Availability 2023 Industrial Trends
New supply provides limited relief. As Canada’s largest and busiest
CONSTRUCTION:
gateway, the Port of Vancouver handles the most diversified cargo @ Competitions will rise by 66 per
w
shipments in North America, which is the dominant demand driver g o

cent, with Surrey seeing the most ac-
for the metro’s industrial sector. Furthermore, the pandemic pro- U J

pelled the e-commerce industry to expand its warehouse footprint, 6.8 MILLION .
SQUARE FEET been submitted on roughly 120 acres

tivity, as development permits have

best exemplified by Amazon, which in 2021 announced the opening fland after South C bell Heicht
i of land after South Campbell Heights
of five new fulfillment centres within the metro. Pre-leasing, as a PR 1 d for indust .pl &
was cleared for industrial use.

result of the robust demand, is exceptionally strong, with tenants

securing leases on speculative builds. Supply has historically lagged

behind demand, however, causing vacancy to remain below 1 per @ VACANCY:

cent. Nonetheless, completions swiftly rebounded last year, and a Net absorption will remain excep-

further surge is expected in 2023. Development activity is acceler- tionally strong, but the substantial
ating in South Campbell Heights, as the proposal to rezone the area 10 A erenee i mew @areimEserm ol
for 1nd.ustr1al use receleed approval.last. }.fear. Dev'elc.)pers are. also BASIS POINT offer some temporary relaxation in
exploring new ways to increase availability by building multi-storey increase in vacancy availability. As a result, vacancy will

mixed-use industrial facilities. Glenlyon Business Park in Burnaby record a slight uptick to 0.6 per cent.

will be the largest multi-level project slated to open this year, offer-

ing more than 1 million square feet of warehouse and office space.

RENT:
Vancouver Industrial Investment Trends @ After approaching the $20 per
e The average sale price recorded more than a $100-per-square-foot square foot mark in 2022, the av-
gain in 2022, far outpacing other metros. Metro Vancouver contin- 8.6% erage asking rent will continue to
ues to be the highest priced market with the lowest cap rate. INCREASE climb this year, albeit at a moder-
in asking rent ating pace, due to an influx of new

® Rising interest rates took a toll on investment activity in the sec- o it ol T

ond half of 2022. Sales volume, however, may recover as financing
conditions become more stable later this year.

Supply and Demand ————— —  Transaction Trend
mmm Completions SF Net Absorption SF —— Vacancy
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Vancouver

HOSPITALITY

Prime Location and Strong U.S. Dollar Aid
Further Hotel Sector Growth

Robust demand makes Vancouver Canada’s strongest market.
Building on a brisk recovery over the past 12 months, Vancouver will

W

sure and business travelers all year-round. Although inbound visits 710
BASIS POINT

change in occupancy

see its hospitality sector return to the pre-pandemic normal in 2023.
The metro’s competitive location and mild climate attract both lei-

from Asia remained sluggish throughout 2022, domestic trips into
the metro proved resilient. Trans-border travel also saw a swift re-
bound, which was aided by the removal of all travel restrictions and

2023 Hospitality Trends

OCCUPANCY:

The annual average occupancy rate
will improve to 78.4 per cent, in line
with its pre-pandemic level. Strong
demand tailwinds will lift the peak

summer rate close to 90 per cent.

further supported by a strong U.S. dollar. All key performance met-
rics, as a result, registered a remarkable improvement, exemplified
by the 114 per cent annual increase in revenue per available room. @

This year, while transient leisure travel will continue to provide the
backbone for the metro’s hotel demand, the return of more group

ADR:

Following a 44 per cent year-over-
year improvement in 2022, the pace
of increase will slow this year. The

o
and corporate travel will contribute additional gains. Furthermore, INGC;?OE/(;E average daily rate for most months
a less expensive Canadian dollar, relative to the U.S. dollar, will also i ADR will sit above $190, with the summer
continue to benefit hotel bookings, particularly by American visitors high surpassing $300.
from the neighbouring states on the West Coast. These heightened
demand drivers will push annual average occupancy above 78 per
cent, largely on par with the pre-pandemic level. RevPAR:
Revenue per available room will
Vancouver Hospitality Investment Trends rise to an all-time high of $191. The
e While the number of sales has historically remained muted, a 14.5% winter and spring months will see
surge in completions, in anticipation of the 2026 World Cup, may INCREASE the strongest gains, as demand is
considerably boost investment activity over the long term. in RevPAR expected to bounce back to normal
levels from last winter's trough.
® Lack of new supply and strong investor demand pushed the aver-
age sale price to $300,000 per room in 2022, the highest in Canada.
Occupancy & Revenue Metrics Transaction Trends
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Canada

Calgary

602-16 Avenue Northwest, Suite 211
Calgary, Alberta T2M 0J7

(587) 349-1302

Michael Heck

Edmonton

10175 101 Street, Suite 1820
Edmonton, Alberta T5J OH3
(587) 756-1600

Michael Heck

Montreal

1000 de la Gauchetiére West
Suite 4230

Montreal, Quebec H3B 4W5
(438) 844-6500

Julien Marois

Ottawa

275 Bank Street, Suite 301
Ottawa, Ontario K2P 2L6
(613) 364-2300

Mark Paterson

Toronto

200 King Street W, Suite 1210
Toronto, Ontario M5H 3T4
(416) 585-4646

Mark Paterson

Vancouver

1111 W. Georgia Street, Suite 1100
Vancouver, British Columbia
V6E 4M3

(604) 638-2121

Michael Heck

United States

Corporate Headquarters
Marcus & Millichap

23975 Park Sorrento

Suite 400

Calabasas, CA 91302

(818) 212-2250
www.MarcusMillichap.com

Atlanta

1100 Abernathy Road, N.E.
Building 500, Suite 600
Atlanta, GA 30328

(678) 808-2700

John M. Leonard

Austin

9600 N. Mopac Expressway,
Suite 300

Austin, TX 78759

(512) 338-7800

Bruce Bentley ITT

Bakersfield

4900 California Avenue
Tower B, Second Floor
Bakersfield, CA 93309
(661) 377-1878

Jim Markel

Baltimore

One West Pennsylvania Avenue
Suite 850

Towson, MD 21204

(443) 703-5000

Brian Hosey

Baton Rouge

10527 Kentshire Court, Suite B
Baton Rouge, LA 70810

(225) 376-6800

Jody McKibben

Birmingham

800 Shades Creek Parkway
Suite 815

Birmingham, AL 35209
(205) 510-9200

Jody McKibben

Boise

800 W. Main Street, Suite 1460
Boise, ID 83702

(208) 401-9321

Adam A. Lewis

Boston

100 High Street, Suite 1025
Boston, MA 02110

(617) 896-7200

Thomas Shihadeh

Brooklyn

One MetroTech Center, Suite 2001
Brooklyn, NY 11201

(718) 475-4300

John Horowitz

Charleston

151 Meeting Street, Suite 450
Charleston, SC 29401

(843) 952-2222

Benjamin Yelm

Charlotte Uptown

201 S. Tryon Street, Suite 1220
Charlotte, NC 28202

(704) 831-4600

Benjamin Yelm

Chicago Downtown

333 W. Wacker Drive, Suite 200
Chicago, IL 60606

(312) 327-5400

Joseph Powers

Chicago Oak Brook

One Mid-America Plaza, Suite 200
Oakbrook Terrace, IL 60181

(630) 570-2200

Steven D. Weinstock

Cincinnati

600 Vine Street, 10th Floor
Cincinnati, OH 45202
(513) 878-7700

Josh Caruana

Cleveland

Crown Center

5005 Rockside Road, Suite 800
Independence, OH 44131

(216) 264-2000

Grant Fitzgerald

Columbia

1320 Main Street, Suite 300
Columbia, SC 29201

(803) 678-4900

Benjamin Yelm

Columbus

500 Neil Avenue, Suite 100
Columbus, OH 43215

(614) 360-9800

Grant Fitzgerald

Dallas

5001 Spring Valley Road, Suite 100W
Dallas, TX 75244

(972) 755-5200

Tim Speck

Dallas Uptown

3131 Turtle Creek Boulevard
Suite 1200

Dallas, TX 75219

(972) 267-0600

Tim Speck

Denver

1144 15th Street, Suite 2150
Denver, CO 80202

(303) 328-2000

Adam A. Lewis

Detroit

2 Towne Square, Suite 450
Southfield, MI 48076
(248) 415-2600

Steven Chaben

Encino

16830 Ventura Boulevard, Suite 100
Encino, CA 91436

(818) 212-2700

Jim Markel

Fort Lauderdale

5900 N. Andrews Avenue, Suite 100
Fort Lauderdale, FL 33309

(954) 245-3400

Harrison E. Rein

Fort Worth

300 Throckmorton Street, Suite 1500
Fort Worth, TX 76102

(817) 932-6100

Mark R. McCoy

Office Locations

Fresno

6795 N. Palm Avenue, Suite 109
Fresno, CA 93704

(559) 476-5600

Jim Markel

Greensboro

200 Centreport Drive, Suite 160
Greensboro, NC 27409

(336) 450-4600

Benjamin Yelm

Hampton Roads

999 Waterside Drive, Suite 2525
Norfolk, VA 23510

(757) 777-3737

Benjamin Yelm

Houston

3 Riverway, Suite 800
Houston, TX 77056
(713) 452-4200

Ford Noe

Indianapolis

600 E. 96th Street, Suite 500
Indianapolis, IN 46240
(317) 218-5300

Josh Caruana

Inland Empire

3281 E. Guasti Road, Suite 800
Ontario, CA 91761

(909) 456-3400

Mario J. Alvarez, Jr.

Towa

425 Second Street S.E., Suite 610
Cedar Rapids, IA 52401

(319) 333-7743

Todd Lindblom

Jacksonville

5200 Belfort Road, Suite 250
Jacksonville, FL 32256

(904) 672-1400

Justin W. West

Kansas City

7400 College Boulevard, Suite 105
Overland Park, KS 66210

(816) 410-1010

Josh Caruana

Knoxville

1111 Northshore Drive, Suite S-301
Knoxville, TN 37919

(865) 299-6300

Jody McKibben

Las Vegas

9205 W Russell Road, Suite 100
Las Vegas, NV 89148

(702) 215-7100

Cameron Glinton



Office Locations

Los Angeles

1900 Avenue of the Stars, Suite 2000
Los Angeles, CA 90067

(213) 943-1800

Tony Solomon

Louisville

9300 Shelbyville Road, Suite 1012
Louisville, KY 40222

(502) 329-5900

Josh Caruana

Manhattan

260 Madison Avenue, Fifth Floor
New York, NY 10016

(212) 430-5100

John Horowitz

Memphis

5100 Poplar Avenue, Suite 2505
Memphis, TN 38137

(901) 620-3600

Jody McKibben

Miami

2916 North Miami Avenue, Suite 700
Miami, FL 33127

(786) 522-7000

Harrison E. Rein

Milwaukee

13890 Bishops Drive, Suite 300
Brookfield, WI 53005

(262) 364-1900

Todd Lindblom

Minneapolis

1601 Utica Avenue South, Suite 301
Minneapolis, MN 55416

(952) 852-9700

Todd Lindblom

Mobile

208 N. Greeno Road, Suite B-2
Fairhope, AL 36532

(251) 929-7300

Jody McKibben

Nashville

6 Cadillac Drive, Suite 100
Brentwood, TN 37027
(615) 997-2900

Jody McKibben

New Haven

265 Church Street
Suite 210

New Haven, CT 06510
(203) 672-3300

John Horowitz

New Jersey

250 Pehle Avenue, Suite 501
Saddle Brook, NJ 07663
(201) 742-6100

Jim McGuckin

New Mexico

100 Sun Avenue N.E., Suite 650
Albugquerque, NM 87109

(505) 445-6333

Ryan Sarbinoff

Oakland

555 12th Street, Suite 1750
Oakland, CA 94607

(510) 379-1200

Ramon Kochavi

Oklahoma City

101 Park Avenue, Suite 1300
Oklahoma City, OK 73102
(405) 446-8238

Jody McKibben

Orange County

19800 MacArthur Boulevard
Suite 150

Irvine, CA 92612

(949) 419-3200

Jonathan Giannola

Orlando

300 S. Orange Avenue, Suite 700
Orlando, FL 32801

(407) 557-3800

Justin W. West

Palm Springs

74-710 Highway 111, Suite 102
Palm Desert, CA 92260

(909) 456-3400

Mario J. Alvaregz, Jr.

Palo Alto

2626 Hanover Street
Palo Alto, CA 94304
(650) 391-1700
Ramon Kochavi

Philadelphia

2005 Market Street, Suite 1510
Philadelphia, PA 19103

(215) 531-7000

Sean Beuche

Phoenix

2398 E. Camelback Road, Suite 300
Phoenix, AZ 85016

(602) 687-6700

Ryan Sarbinoff

Portland

111 S.W. Fifth Avenue, Suite 1950
Portland, OR 97204

(503) 200-2000

Joel Deis

Raleigh

101 J Morris Commons Lane, Suite 130

Morrisville, NC 27560
(919) 674-1100
Benjamin Yelm

Reno

50 W. Liberty Street, Suite 400
Reno, NV 89501

(775) 348-5200

Daniel A. Kapic

Richmond

4401 Waterfront Drive, Suite 230
Glen Allen, VA 23060

(804) 802-6900

Benjamin Yelm

Sacramento

3741 Douglas Boulevard, Suite 200
Roseville, CA 95661

(916) 724-1400

Daniel A. Kapic

Sacramento Downtown
333 University, Suite 150
Sacramento, CA 95825
(916) 677-4100

Daniel A. Kapic

Salt Lake City

111 S. Main Street, Suite 500
Salt Lake City, UT 84111
(801) 736-2600

Adam Christofferson

San Antonio

8200 IH-10 W, Suite 603
San Antonio, TX 78230
(210) 343-7800

Bruce Bentley 11T

San Diego

12544 High Bluff Drive, Suite 100
San Diego, CA 92130

(858) 373-3100

Damon Wyler

San Francisco

750 Battery Street, Fifth Floor
San Francisco, CA 94111

(415) 963-3000

Ramon Kochavi

Seattle

601 Union Street, Suite 2710
Seattle, WA 98101

(206) 826-5700

Joel Deis

South Bay

880 Apollo Street, Suite 101
El Segundo, CA 90245
(424) 405-3900

Dawson Rinder

St. Louis

7800 Forsyth Boulevard, Suite 710
St. Louis, MO 63105

(314) 889-2500

Josh Caruana

Tampa

201 N. Franklin St., Suite 1100
Tampa, FL 33602

(813) 387-4700

David G. Bradley

Tucson

2 E Congress Street, Suite 1050
Tucson, AZ 85701

(520) 202-2900

Ryan Sarbinoff

Tulsa

7633 E. 63rd Place, Suite 300
Tulsa, OK 74133

(918) 294-6300

Jody McKibben

Ventura

2775 N. Ventura Road, Suite 101
Oxnard, CA 93036

(805) 351-7200

Jim Markel

Washington, D.C.

7200 Wisconsin Avenue, Suite 1101
Bethesda, MD 20814

(202) 536-3700

Brian Hosey

Westchester

50 Main Street, Suite 925
White Plains, NY 10606
(914) 220-9730

John Horowitz

The Woodlands

1790 Hughes Landing Boulevard
Suite 400

The Woodlands, TX 77380

(832) 442-2800

Ford Noe
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$1,000,000 and greater unless otherwise noted. Forecasts for employment and retail data are made during the fourth quarter and represent estimates of future performance. Retail, Office and Industrial asking rent is based

on the net marketed rental rate. No representation, warranty or guaranty, express or implied may be made as to the accuracy or reliability of the information contained herein. This is not intended to be a forecast of future

events and this is not a guaranty regarding a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.

Sources: IPA Research Services; Altus Data Solutions; Canada Mortgage and Housing Corporation; Capital Economics; CoStar Group, Inc.; Canadian Real Estate Association; Environics; Province of Quebec - Quebec Per-

spective Scholarship; Statistics Canada; STR, a CoStar Group Company; TD Economics
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IPA embraces a new world of commercial real estate with
institutional connectivity and a versatile platform. We are
constantly evolving our process, exceeding expectations,
and delivering results.



JOHN
CHANG

Senior Vice President, Director
IPA Research Services
JChang@ipausa.com

LUKE
SIMURDA

Director of Research, Canada
Marcus & Millichap Research Services
Luke.Simurda@MarcusMillichap.com

JULIEN
MAROIS

Montreal
Regional Manager
Julien.Marois@MarcusMillichap.com

MARK
PATERSON

Ottawa/Toronto
Vice President, Regional Manager
Mark.Paterson@MarcusMillichap.com

MICHAEL
HECK

Edmonton/Vancouver
Vice President, Regional Manager
Michael.Heck@MarcusMillichap.com

Offices Throughout the
United States and Canada

4545 E. Shea Boulevard - Phoenix, AZ 85028 - 602.707.9700

Institutional Property Advisors, IPA, and Marcus & Millichap are not affiliated with, sponsored by, or endorsed by any commercial tenant or lessee identified in this advertisement. The
presence of any corporation’s logo or name is not intended to indicate or imply affiliation with, or sponsorship or endorsement by, said corporation Institutional Property Advisors, IPA,
and Marcus & Millichap, its affiliates or subsidiaries, or any agent, product, service, or commercial listing of Institutional Property Advisors, IPA, and Marcus & Millichap, and is solely

included for informational purposes only.

The information contained in this report was obtained from sources deemed to be reliable. Diligent efforts were made to obtain accurate and complete information; however, no
representation, warranty or guarantee, express or implied, may be made as to the accuracy or reliability of the information contained herein. Note: Metro-level employment growth is
calculated based on the last month of the quarter/year. Sales data includes transactions valued at $1,000,000 and greater unless otherwise noted. This is not intended to be a forecast

of future events and this is not a guaranty regarding a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.
Institutional Property Advisors, IPA, and Marcus & Millichap are service marks of Marcus & Millichap Real Estate Investment Services, Inc.
© 2023 Marcus & Millichap. All rights reserved.
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