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Almost no room at the office

Metro Vancouver office vacancy rates remained tight during the first half of 2008 at an average
of flve per cent across the region, according to commerclal realtorAvison Young's latest report.
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Burnaby gains ground
in office construction
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Almost no room at the office

Metro Vancouver office vacancy rates remained tight during the flrst half of 2008 at an average
of five per cent across the region, according to commercial realtorAvison Youn latest report.
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Burnaby gains ground
in office construction

BY DERRICK PENNER

nEAl ESTATE I VANCOUVER SUN
Lower costs hile kiievtglopers ffa}re building a
. trickle of new office projects in
make it more —\ ; —\ / downtown Vancouver, they are
3 pouring a deluge into Burnaby,
appeahng than where lower land costs and rising rents have
made it an attractive location to build, accord-
Vancouver i;vlg to a report from commercial realtor Avison
oung. ST
1 e tale of two office cities is a continuation
fOI' bllllders of the trend in Metro Vancouver’s hot office-

leasing market that has seen the cost of new
construction downtown become prohibitive to
nevf&ffice development, although demand for
space'is high.

And the surrounding cities, particularly
Burnaby, have benefited by having more land
that is readily available at less-expensive
prices.

“On a proportional basis, there is a lot more
going on in Burnaby as far as new construction
than in the rest of the office sector,” said
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Demand growing for downtown office space

From El1

Michael Gill, a principal in the
Avison Young firm.
“The reason for that is little bit

perplexing”

Gill added that it is difficult for
developers to secure land down-
town because most prime office
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sites have been lost to residential
towers.'It has been easier to
locate suitable office sitesin oth-
er/areas.

In Burnaby, where office vacan-
cy dropped a tick to 5.4 per cent
during the first half of 2008,
developers have 477,020 square
feet of office space under con-
struction in five different pro-
jects, according to Avison
Young’s mid-year Office Market
report.

That is on top of a base of 8.3
million square feet of office space
in Burnaby that Avison Young
tracks.

And builders are planning
another 1.5 million to 1.8 million
square feet of office space in
Burnaby.

Meanwhile in downtown Van-
couver, which is struggling with
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a record low 2.5-per-cent vacan-
cy by Avison Young’s measure,
developers currently have just
185,500 square feet of office space
underway in a handful of mixed-
use buildings.

Those new office projects,
including about 60,000 square
feet in the high-profile Jameson
House on West Hastings and
70,500 as part of the Delta
Group’s Hotel Georgia redevel-
opment, have smaller floor plates
and spaces.

“That’s not really going to
relieve the pressure downtown,”
Avison Young leasing broker
Matthew Craig added.

Developers do have proposals
for a few large office towers
totalling about 1.2 million square,
but Craig noted that planning for
those has proceeded slowly.
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Wé've con;e; h;;e from planet
Dworkin looking for
better-paying jobs.

The Aquilini Investment
Group/Tripower Development
proposal for 197000 square feet of
office space in a 24-storey,
236,000-square-foot tower adja-
cent to GM Place was recently
put on hold while the firm waits
for the City of Vancouver to fin-
ish a density study for northeast
False Creek.

And Bentall Real Estate is
about a year away from complet-
ing the zoning and development-
permit work for the proposed 22-
storey, 400,000-square-foot office
tower at 745 Thurlow St., which is
owned by the investment arm of
the B.C. public-sector pension
fund, B.C. Investment Manage-
ment Corp.

“All the right things are being
done to position [the firm] to
build a building [at 745 Thur-
low],” Bentall senior vice-presi-
dent Tony Astles said in an inter-
view. ‘And if the market supports
it, and construction costs support
it, then it will get built.”

Rents in downtown have risen
dramatically, with Avison Young
counting some contracts in the
$45- to $50-per-square-foot per-
year range, but Astles added that
construction costs continue to
rise.

Inthe meantime, Craig said the
pace of leasing activity»in down-
town Vancouver has slowed sim-
ply because there aren’t enough
leases turning over to free the
space that will satisfy demand.

“There’s lots of pent-up
demand within existing buildings
with tenants that want to
expand,” Craig said. But there no
space for them move into.

The possibility of an exodus”
from downtown is being talked
about in the real estate commu-’
nity, but Gill sees little evidence’
of it actually happening.

Gill said a small percentage of
firms that don’t really have to be’
downtown may move out to get’
the space they need.

“But major financial users’
[such as banks], major law firms”
and accounting firms are stilld
going to stay downtown,” Gill
added. :

The types of companies locat**
ing in Burnaby are firms that have
already built their base there, or
new tenants that find Burnaby
more convenient, such as engi-
neering firms, software develop-
ers and other technology compa-
nies such as PMC Sierra or Elec-
tronic Arts.

“There is a preponderance of
those types of companies going to
Burnaby versus other areas,” Gill
said. 1q

Burnaby isn’t alone in seeinj
the benefits of the hot office i
ket. The Avison Young report®
notes Surrey has 412,000 square
feet of office space under cont
struction in a market théi‘{a
presently has only about 2.3 milt°
lion square feet of space. 5

GE Real Estate and Dundf_&%a
Real Estate Asset Management!
also have a proposal for a 600,00-.
square-foot Gateway Park aroutftfl
the Gateway SkyTrain station. &

Richmond has also seen the!
construction of some high-profi
office projects such as the Stm®
Life Airport Executive Park afdd
BCIT Aerospace Campus. f ap
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