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The Portage Avenue District has seen a significant
8.6% office vacancy absorption in the past 36 months,
resulting in a vacancy of just 6.2%. This is due in part
to the lease-up of the Paris and Birks Buildings, as
well as a 36,000 s.f. lease at 275 Portage Avenue with
the National Microbiology Lab. Great West Life will
be vacating approximately 43,000 s.f. of space at 330
Portage Avenue in mid-2008. However, it is anticipated
that Meyers Norris Penny will be leasing 40,000 s.f., and
Global Television will be leasing approximately 15,000
s.f., at CanWest Global Place, significantly reducing the
vacancy in the building and the area.

Main Street District

Portage & Main

This district is made up of primarily Class A and heritage
properties on Main Street and Lombard Avenue near
Portage & Main, with most buildings having direct
access to the underground walkway system. Portage &
Main has the highest asking rates in the Downtown, and
there continues to be a certain amount of percieved
“prestige” with being located in this area. Vacancy levels
have been steadily declining from 11.1% at the end of
2004 t0 8.3% by the end of 2007. The largest transactions
to take place recently in this area include the lease up
of 38,000 s.f. at 360 Main Street by CN, which relocated
from Cityplace at 234 Donald Street, and 28,900 s.f. at
433 Main Street by CUETs.

North Main Street is finally making headlines, as the
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area is beginning to show signs of resurgence, with a
number of recent developments taking place. In the
Spring of 2007, the Neon Factory moved from a 2,500
s.f. premises in The Exchange to expanded space at
594 Main Street. The firm Bridgman Collaborative
Architecture also recently purchased and renovated
a nearby, century-old 6,200 s.f. property at Main and
Higgins, occupying the main floor,and shortly thereafter
found a long-term tenant for the second floor. Red
River College has also expressed interest in occupying
the long-vacant, 70,000 s.f. Union Bank Tower, bringing
its culinary school to the building’s main floor and using
the remaining nine stories as student housing. And in
the largest commercial project in the North Main areain
almost a century, CentreVenture, the City’s Downtown
development agency, has recently announced a $40
million redevelopment project on Main Street between
Logan and the CN Rail underpass. The cornerstone
of the development will be a four-storey, $30 million,
80,000 s.f. multi-use complex that will serve as the new
head office for the Winnipeg Regional Health Authority
(WRHA), bringing 200 employees to the area. The second
phase of the project also includes the conversion of the
Bell Hotel to transitional or assisted-living housing, and
an adjacent 3,000 s.f. retail storefront and parking lot.

Exchange District

The Exchange District is a National Historic Site that
encompasses around twenty city blocks North of
Portage & Main. The area encompasses 62 of Winnipeg's
82 heritage structures, built primarily between 1880 and
1910, and contains about 6% of Downtown'’s leasable
area. The Exchange is one of the most diversified
areas in the Downtown, with a mix of office, retail,
and old industrial space, as well as apartment lofts,
and condominiums. At the centre of the area is Old
Market Square, a green space that is used for concerts
and festivals, which may be undergoing a $400,000
makeover in the next couple of years.

The largest block of available space in this area was
25,363 s.f. on a single floor at The Grain Exchange
Building, a 318,000 s.f. property constructed in 1908.
However this space was recently leased by Public Works
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and Government Services Canada (PWGSC), reducing
vacancy in the building to 7,500 s.f. or just over 2%.
Anotherrecent lease deal in the area was MGl Securities’
move to 140 Bannatyne from a Class B property at 491
Portage Avenue, expanding their space to 7,000 s.f.
from 3,500 s.f.

Many of the properties in the area continue to have
comparitively low asking rates of around $14.00 to
$16.00 per square foot Gross on average, and are
therefore quite competitive in the market.

Graham/St. Mary Avenue District

This area is comprised mainly of smaller Class A
and high-end Class B properties. At the heart of
this area lies the Graham Avenue Transit Corridor,
which accommodates 1,650 transit buses per day.
Dominating the district is Cityplace Shopping Centre
and the Winnipeg Convention Centre. Many of the
properties along Graham Avenue are connected to
the Downtown Skywalk, however plans to expand the
walkway system in the area have been delayed, due in
part to the construction of a new Lakeview Suites Hotel
next to the Convention Centre.

Vacancy levels in this district are currently at 6.8%,
reflecting a 4.4% absorption in the past 24 months.
At the end of 2007, the Cityplace office tower had the
largest vacancy in the area, with 68,000 s.f. of former CN
space on a single floor available. However the majority
of this space was leased in early 2008 by the Federal
Government. Vacancy is expected to increase in 2008,
primarily due to 77,000 s.f. of space at 444 St. Mary left
when Manitoba Hydro relocates to their new building
on Portage Avenue. However, it is rumoured that Great
West Life is interested in relocating up to 60,000 s.f. of
their space to 444 St. Mary in a mid-year move from
330 Portage Avenue. A future challenge for the district
is the Post Office’s building on Graham, which Canada
Post will be vacating in late 2009 to move to a new,
250,000 s.f. facility at the Airport. No plans have yet
been announced for the 400,000 s.f., half-century old
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Southeast Corner of West Exchange District

building, which would require some redevelopment
and modernization.

The Broadway District

Comprised mainly of Class C properties, the Broadway
District has seen relatively stable vacancy levels over the
past few years. This areais made up of 1.3 million square
feet of office property, of which less than half is multi-
tenant space, with the remainder either government or
owner/user occupied properties. Although there is no
Skywalk access in this area, its appeal lies largely in the
expansive boulevard on Broadway that has a canopy
of elm trees, fountains, and benches. Broadway also
provides access to the nearby Manitoba Legislative
Building and Manitoba Law Courts, making ita preferred
location for many government offices, law firms, and
related organizations.

Vacancy in the multi-tenant properties on Broadway
currently sits at 6.6%, which reflects an absorption of
2.1% since the last quarter of 2006. There is currently
just under 36,000 s.f. of office space available, with large
blocks of space rarely available. The largest contiguous
block of space is currently at 287 Broadway, a Class C
property with 8,469 s.f. available on a full floor.
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Retail Market
Inventory and Vacancy Summary
Inventory Vacancy Total Change
(s.f) (s.f.) (%) (12 mths)
Strip Centres 6,462,169 332,719 5.1% +0.4%
Enclosed Malls 4,620,814 94,173 2.0% -0.2%
Power Centres 3,628,453 65,607 1.8% -0.1%
Stores / Street Retail 2,198,764 152,963 5.2% -2.4%
Restaurants 395,006 25,929 6.6% -0.3%
18,025,206 671,391 3.7% -0.3%
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Source: Johnson Report, 2007 Year End

The retail sector in Winnipeg continues to boom,
with vacancy levels recently achieving a 17-year low.
Winnipeg's Southwest quadrant continued to be the
focus of the majority of new retail developmentin 2007.
The Southwest benefits from being surrounded by
many of the City’s new home developments, including
Waverley West and Southwest Charleswood which will
add a combined 17,000 new homes to the area over
the next decade, as well as drawing from the rural areas
located South and Southeast of the City. The retail boom
in the Southwest began when Wal-Mart opened a store
inthe areain 1999, at what is now known as the 565,000
s.f. Kenaston SmartCentre, and since that time well over
a million square feet of new retail has been constructed.
The second largest development is Kenaston Common,
a $50 million retail development that is projected to
encompass 450,000 s.f. once complete. In early 2007,
Costco Wholesale purchased a 15-acre parcel of land in
Kenaston Common, opening a 143,000 s.f. store in time
for Christmas - the chain’s third Winnipeg location.

The second most active retail node in the City is the
Polo Park / St. James area, just West of Downtown. Polo
Park is the City’s largest shopping centre at 1.4 million
square feet, including a recently completed 20,000 s.f,
$30 million addition and redevelopment project. New
tenants to the mall include Dolce Vita, Dynamite, Hugo
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Boss, Rocky Mountain Soap Company, a large-format
McNally Robinson Booksellers, as well as expansions and
relocations of Sports Experts, Moxie’s and Harry Rosen.
However, Polo Park will have 39,000 s.f. come available
in early 2009 when Safeway vacates after 22 years at
Polo Park, providing it with another redevelopment
opportunity. Safeway will be opening a new, 49,000
s.f. “lifestyle” store in the nearby Madison Square, a 24-
year-old office/retail complex just to the West, currently
undergoing a $20 million redevelopment.

Downtown retail development continued into 2007,
with over 40,000 s.f. of new leasing taking place. The
Downtown attracts over ten million visitors to its
retailers annually, which, combined with a growing
Core population and the draw of Downtown arts
and entertainment, is expected to result in ongoing
retail growth. The Core’s signature roadway, Portage
Avenue, has seen the most significant transformation,
going from 23 vacant storefronts in 2005 to seven in
2007. The Graham Avenue Transit Corridor, which sees
24,000 people at its transit stops each day, has also
seen progress, going from 21 vacant storefronts over
a decade ago to just five. Three new nightclubs also
opened in the Downtown in 2007, leasing a total of
approximately 35,000 s.f. of space. New retail inventory
to be added to the Downtown will include up to 39,000
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If a new Stadium is constructed on its current site
next to Polo Park, the new development would
encompass 217,000 s.f. of retail space along
Empress, a 23,000 pad site for restaurants, and two
level, 2,000 stall parking facility.

s.f in the Manitoba Hydro Office Tower, located across
from Portage Place Shopping Centre, and 35,450 s.f. of
commercial space located in the new 64 million dollar
condominium projects along Waterfront Drive.

Unfortunately, Portage Place lost two key tenants in
early 2008. Giselle’s Day Spa had occupied a second
floor, 3,900 s.f. location and closed its doors at the
end of January, 2008. Giselle’s had been a tenant of
the property (occupying a smaller unit initially) since
Portage Place opened in 1987. And the Winnipeg-based
McNally Robinson Booksellers will vacate its 7,000 s.f.
Portage Place location in April, opening a larger retail
location at Polo Park. However, a new bookstore may
be opening in the area, as the University of Winnipeg
recently signed a 10-year lease at the former United
Army Surplus property, located a block West of Portage
Place, for its 26,000 s.f. university bookstore. The
Downtown also gained a tenant from Polo Park in early
2008, as Birks vacated the shopping centre after being
located there for 38 years, moving to a 3,200 s.f. location
on the main floor of the 94-year old Union Trust Tower
near Portage & Main. Other recent retail openings
include a 13,400 s.f. Hakim Optical, 9,000 s.f. Shoppers
Drug Mart, 7,900 s.f. L.A. Collection on Portage Avenue,
and 2,200 s.f. Starbucks at Winnipeg Square.
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Neighbourhoods adjacent to Downtown are also
seeing significant street retail development. In nearby
West Broadway, Nygard spent $1 million converting its
factory oulet to a large retail store, making it the only
big box outlet in the surrounding area. And American
Apparel decided to open their first Winnipeg outlet in
the adjacent Osborne Village, Winnipeg’s most densely
populatedresidentialarea. OsborneVillageisconsidered
one of Winnipeg's trendiest neighbourhoods, with
about 100 retail businesses, boasting a total commercial
vacancy of just 2%.

2006 2007f 2008f 2009f
Retail Sales (SMil) 8,392 8,879 9,313 9,794
Retail Sales (%) 5.9 6.1 49 52

Source:Conference Board of Canada, Metropolitan Outlook, Spring 2007
f: forecast

Overall retail vacancy levels in 2008 are expected to
hover around 3% to 4%, and continue to remain at their
lowest level in nearly two decades despite more than
three million square feet of power centre development
over the past few years. However, 2008 will see a
moderate slowdown in new retail development due in
parttoU.S.-based chains being effected by the economic
slowdown and mortgage crisis, high construction costs,
and some market saturation.
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Industrial Market
Inventory and Vacancy Summary

Location Area Inventory Vacancy Change

(acres) (s.f) (s.f.) Total (12 mth)
A. Central 34.0 11,671,542 227,505  1.9% -0.3%
B. North 2,829.6 12,773,139 520,286 4.1% -2.1%
C. West 6,012.9 27,253,722 1,068,930 3.9% -1.0%
D. South 4,401.6 9,090,173 72,271 0.8% -2.8%
E. East 6,258.7 14,658,819 426,655 2.9% +1.7%
19,536.8 75,447,395 2,316,097 3.1% -0.7%

Source: City of Winnipeg/The Johnson Report - 2007 Year End

A high dollar has reduced the profit margins of many
industrial users, and has forced some to scale back
operations. However, the City continues to remain a
leader in export growth, particularly to non-U.S. markets
suchasChina, whichishelpingmanybusinesses weather
the high currency and economic slowdown south of
the border. Also, many manufacturers have now had
an opportunity to adjust to the high dollar over the past
few years, resulting in the currency having a smaller
impact than in the past. The City is still affordable, is
well located, and doesn't suffer from the severe labour
shortage being experienced in markets like Alberta
and British Columbia, giving it significant competitive
advantages over these Provinces. As a result, companies
like Palliser Furniture are closing plants in Alberta and
moving jobs to Winnipeg.

Winnipeg’s industrial market currently has an overall
vacancy of 3.1%, its lowest level in six years, with over 2
million s.f. of vacant space. There are approximately 30
industrial areas and parks in Winnipeg, encompassing
19,500 acres, of which 4,543 acres of serviced and non-
serviced land is available. Of the City’s 76 million square
feet of industrial space, nearly 70% is owner-occupied.
Most of the City’s older industrial space, primarily
constructed between 1960 and 1980, has Net asking
rates of around $4.50. The majority of the large blocks

Newwest

LAA Enterprise Property Group

of space available in older properties is situated in the
Northwest in Inkster Industrial Park, which has resulted
in a higher vacancy concentration in this area. Newer
“high-cube” space is situated mostly in the Southwest
quadrant, commanding Net rates upwards of $7.00 to
$10.00 in many cases.

New construction is showing increasing popularity,
despite higher rental rates, as many of the properties
in the older industrial parks and areas are becoming
obsolete. Many companies are searching for more
energy efficient, modern structures with higher ceiling
heights. But, despite this healthy demand for modern
space, there is still a relatively small amount of new
product available or under construction in Winnipeg,
due to high construction costs and a limited amount of
serviced industrial development land. This is spurring
the development of a number of industrial parks in rural
municipalities just outside of the Winnipeg, attracting
many businesses looking to expand that have been
unable to within the City. These rural industrial areas
often have the advantage of having more variety in
available lot sizes, cheaper per-acre selling prices on
average, and lower property taxes. As a result, many
of these newer, rural parks are developing faster than
expected, with the 109-acre Brookside Industrial park
on the Northwestern City boundary now more than
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two-thirds sold, mostly to trucking-related businesses.
This success has spurred plans for the creation of two
more parks on the Northwest boundary totalling 280
acres. The RM of MacDonald, on the Southwestern
City limit, was also recently granted rezoning of 53
acres of land from agricultural to industrial. And in
Headingly, an adjacent municipality on the Western
fringe, construction on a new 150-acre park began in
June, 2007, with lot prices ranging from $100,000 to
$200,000 per acre. However, rising construction costs
have put at least four construction projects on hold
in the park, including a 380,000 square foot Sobeys
Distribution Centre that was pulled in early 2008 due
to construction costs estimates that were well over the
$40 million budgeted for the building. Sobeys may
now consider renovating their existing 260,000 s.f. and
90,000 s.f. properties in Inkster Industrial Park.

Rural industrial parks will also have to contend with
the advantages offered by many parks located within
Winnipeg. Access to City services, including transit, as
well as better proximity to customers, suppliers and
amenities, are just some of the advantages offered
by Winnipeg industrial areas. In addition, Inkster
Industrial Park, the City’s second largest park, will
soon become a stronger competitor due to the fact it
is slated to be the recipient of a $66.5 million upgrade.
As the main Manitoba component of the Asia-Pacific
Gateway and Corridor Initiative, Inkster Boulevard
is being redeveloped into a primary import-export
transportation route for large exporters. The money
will be used to make 6.6 kilometers of the roadway into
a four-lane divided highway, including the construction
of an overpass at the CPR mainline. Inkster Industrial
also recently saw a short-term lease of 112,000 s.f. for
a new production plant by Boeing Canada Technology,
which was required for the assembly of large composite
parts for the Company’s new 787 Dreamliner. Inkster
runs West/East and is directly connected to Route 90,
the City’s major North/South corridor, making the area
extremely appealing, particularly for distribution and
heavy trucking users.

There are also recent plans for additional industrial
development inside the City limits. At least six
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industrial buildings totalling just over 200,000 square
feet are planned for Winnipeg's Southwest/Fort Garry
area and 45,000 s.f. in the Northwest/Inkster area. And
the nearby James Richardson International Airport,
located just a ten minute drive from the Core, plans to
expand its industrial campus by 798 acres in 2009, after
the completion of its new $572 million terminal and
parkade. The campus will be specifically targeting light
industrial users, such as technology-related businesses.

Some negative absorption is expected in the Winnipeg
industrial leasing market into 2008, primarily due to
an increase in new construction and the ongoing
development of rural industrial parks located just
outside the City limits. However, demand for new
space is expected to continue to remain healthy, which
should help keep industrial vacancy levels relatively
low during this time.
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Investment Market
Samples of Recent Transactions (36 months)

Property Purchaser Type Size (s.f.) S Mil
Sun-X Portfolio B.C.Investment Industrial (46) 2,200,000 *180.0
. - Israeli Investment .
360 Main & Winnipeg Square Group / Artis / Crown Class A Office/Retail 598,000 102.5
Cityplace Shopping Centre Huntingdon REIT Class B Office/Retail 452,000 78.7
. . . . 622,199
16-Property Portfolio Huntingdon REIT Office/Industrial/Retail 636 stalls 56.3
333 Main & 191 Pioneer Crown Realty Class A Office 275,000 51.1
ADA Portfolio Artis REIT Industrial (16) 950,000 41.5
CanWest Global Place (50%) Creswin Properties Class A Office 502,000 40.0
Century Portfolio undisclosed Office/Ind./Retail (6) 313,100 26.5
330 St.Mary & 175 Hargrave Brookfield Prop. Class B Office 252,700 20.3
Royal Bank Building (50%) 5055874 Man. Ltd. Class B Office 217,300 17.5
- . . . 370,000
Silpit Portfolio Allied Prop. REIT Office/Industrial (6) 212 stalls 17.3
386 Broadway Peregrine Equities Class B Office 131,000 15.7
Credit Union Central 317 Donald Inc. Class A Office 85,000 14.3
Medical Arts Building Huntingdon REIT Class B Medical Office 150,000 14.0
439 stalls
MTS Call Centre (Osborne) Artis REIT Suburban Office 76,000 13.8

Significant activity in the investment market was
experienced in 2007 and is expected to continue into
2008, thanks to ongoing local economic strength.
Over $710 million in large commercial transactions
(those valued over $1 million) took place in 2007,
almost a 50% increase from 2006. And for the first
time in a number of years industrial investment sales
made headlines. In March, 2007, the City saw not
only its largest industrial transaction, but the largest
commercial transaction in its history, when Sun-X
Properties sold its 46 building, 35-acre portfolio to
Victoria’s British Columbia Investment Corporation
(bcIMC) for an estimated $175 million (the actual sale
price has been kept confidential). Sun-X Properties
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* Estimate only; sale price was not disclosed

was Winnipeg’s largest industrial landlord, with
approximately 2.2 million square feet, and about
65% of the portfolio comprised of newer properties
constructed since 1990. The estimated capitalization
rate on the income properties, not including the
development land, was 7.1%.

Another significant industrial transaction that took
place late in 2007 was the purchase of the ADA
Industrial Portfolio by Winnipeg-based Artis REIT

for $41.5 million. The portfolio consisted of sixteen
properties with an occupancy of just under 98%, and
totaling just under 960,000 s.f.on 51.1 acres of land. All
of the properties are located in the St. James Industrial
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Area, with average in-place rental rates at around $3.75
p.s.f., with excellent upside potential as these below-
market leases roll over at market rents.

Winnipeg’s Huntingdon REIT also dominated the
industrial investment market in the first half of 2007.
Their acquisitions included a 50% interest in the
655,005 s.f. Airport Place for $7.4 million, a 25% interest
in two Inkster Industrial Park properties totaling
435,148 s.f. for $3.9 million, and the 37,000 s.f. property
at 1950 Sargent Avenue in St.James for $2.85 million.
In July, HREIT also purchased a 40,893 s.f. property at
1271 Sargent Avenue for $2.6 million and a 74,000 s.f.
industrial office property, home to Paramount Pallet
and Premiere Van Lines, as part of a $56.3 million
transaction encompassing 16 Winnipeg properties.
Later in the year, HREIT closed on two additional
properties - the $12.5 million purchase of a new,
33,000 s.f. police station at 1750 Dugald Road, and the
Xerox Building at 895 Waverley Street for $5.3 million.

The largest office transaction in 2007 was the
purchase of the Class A Commodity Exchange Tower
and connected underground mall, Winnipeg Square,
located at Portage & Main. The nearly 600,000 s.f.
property sold for $102.5 million in August to an
Isreali Investment Group, Artis REIT and Crown Realty
Partners. The previous December, Crown Realty
Partners also purchased 333 Main Street and 191
Pioneer Avenue, also at Portage & Main, for $51.1
million, which was the largest office transaction to take
place in 2006. The two adjacent buildings, primarily
occupied by Manitoba Telecom Systems (MTS), total
nearly 275,000 s.f.

The most recent sizeable property that will come

to market is the 12-storey, 400,000 square foot
Canada Post office tower in the Downtown Core.
Canada Post will soon be constructing a new $50
million, 250,000 s.f. facility at the Airport. The existing
building is well-located between the Millennium
Library and Class A Cargill Building, and connected to
the Downtown Skywalk. Although the tower could
be well suited as a multi-tenant office building or
residential development, the connected mail sorting
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facility would have

to be redeveloped or
demolished. Canada Post
also recently purchased
nearly 2.5 acres of land at
730 Portage Avenue for
$3.5 million. The land was
a former Midway Chrysler
dealership located just
West of Downtown, and
will be home to a new
Canada Post letter carrier
depot.

The Winnipeg market is
expected to see stable
cap rates in 2008, with
some minor compression
anticipated for quality
properties. However,

less available product is expected to be a challenge
going forward as many properties have recently sold
to larger institutional buyers or REITs who typically
acquire these assets as long-term holders. Investor
focus appears to be on a range of asset types, and
due to escalating land values and a shortage of
development land, long neglected and vacant
properties are being purchased and redeveloped or
repurposed. The City provides a stable investment
option, as many investors are becoming scared off by
the high cost of real estate and the labour shortage
in Alberta, and are looking West into Saskatchewan
and Manitoba. An economic slowdown in the United
States is also helping to increase investor interest in
this popular market, which boasts one of the most
stable economies in the Country.

Commodity hangé Tower
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Information Sources

The Government of Canada
www.canada.gc.ca

The Government of Manitoba
www.gov.mb.ca

The City of Winnipeg
www.winnipeg.ca

The Conference Board of Canada
www.conferenceboard.ca

Statistics Canada
www.statcan.ca

Industry Canada
www.strategis.ic.gc.ca

The Winnipeg Free Press
www.winnipegfreepress.com

The Commercial Real Estate News
www.renx.ca

Bank of Montreal
www.bmo.com

TD Canada Trust
www.tdcanadatrust.com

Scotiabank
www.scotiabank.com

Bank of Canada
www.bankofcanada.ca

Destination Winnipeg
www.destinationwinnipeg.ca
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The Forks North Portage Partnership
www.forksnorthportage.com

Manitoba Hydro Electric Utility
www.hydro.mb.ca

CentreVenture Development Corporation
www.centreventure.com

Canadian Museum for Human Rights
www.canadianmuseumforhumanrights.com

CanWest Global
www.canwestglobal.com

Canad Corp
www.canadinns.com

Shelter Canadian Properties Limited
www.scpl.com

Cohlmeyer Architects Limited
www.cohlarch.ca

Lakeview Hotels
www.lakeviewhotels.com

The Winnipeg International Airport
www.waa.ca

The University of Manitoba
www.umanitoba.ca

Winnipeg Blue Bombers
www.bluebombers.com

The Johnson Report

2007 Year End Market Report
Wayne K.Johnson, C.A.

(204) 256-0444
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