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FEATURE Metro recovery still limited to the central core as suburbs struggle with double-digit vacancies

Office market update

FRANK O'BRIEN
WESTERN INVES OR

he slow ecove y 'n Metro
Vancouve ’s office sector 's very
uch a tale of two cities: the

reboun ~ g downtown and the still-strug-

* gsu urbs.

Ye , when com ed with other cities,
Vancouver remains among the strongest office
markets in North America.

Inth downtown, Yaletown and roadway
Corri orthe office vacancyrateis4.5  cen
butit  oons to histori ‘ghsin  umaby
and ‘chmond, acco °~ gto eports om
Avison Young and Cushman & Wakefiel

“Suburban andlords competing for tenants
may have to offer higher-than typical * duce-
ments,” Avison Young intoned.

The newed strength s welcomed in a
downtown market here vacancies se sig-
nificantly through th ‘on d sublease
space becam a significan factor. T ythe
market awaits news  at the Aquilini Group
and  tall Capital LP are p g with
office towers in the downtown core (Aquilini
Group duste off its plans for a 230,000-
square- oot offi tower adjacent to Rogers
Arenaearli this year).

“There’s certainly reason to be ‘ev that for
the remainder of this year vacanci are going
to remain tight owntown,” sai Jeff
managing director of Cushman & W efield
in Vancouver, oting that leaserates”  the core

are startingto ~ .

On the other  d, double-digi vacancies
arecommon  esub s withal94 r
centrate’ ‘chmon and 2.3 per cent.in
Burnaby.

“There  certain o of busi-
ness thatdo eed expanding, but

it’'s no as wides rea to suggest that we’
buckin th tren together mth  tof

arth America  Rank said.
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ncouver

DiscoveryGreen offices in Burnaby, where vacancy rates are now more than 12 per cent.

Onthe ussi vacancies in downtown and
the Broadway Corridor are already lower than
the4.8  centrate that Cushman & W efie
previously projec  for the area by 2011.

‘Whether vacancies continue to fall epends
on pen -up d, sai

The aunch of a new office tower may
vide an answer.

¢ 11 have a big impact on where vacancy

will go, where rental will o.Itwill
certainly test whether there’s a ot of pent-

eman °’ esaid.
ite the encouragingsi  the region’s
overall vacan continu “ts upward trek
e first of 2010, reaching 8.3 per

centfro 7.4 per cent at mid-year 2009, Avison
oung notes.

" 15 mainly attributed to the recent  di-
tion of three ew buildings in Burnaby. Once
the ethas timeto sorb the new inven-
tory, overall vacancy ‘s expect to tren

downward.
Sub an vacancies ave ‘sento . per
cent m9. rcenta year ago. Overall

sorption was sitive during the  tsix

mon of2010at85 06 uare whichis
very vourablew nco with the nega-
tive 674,349 square feet “enced in the first

Vacancy rate
ancouver 4. per cent
ary 0 per cent
dmonton cent
Toronto 10. cent
Chacago 15.9 cent
Houston 10 cent
New York 4 pex cent
Souzee: Young mi-2010 office report/Bloamberg

half of ast ear, the study found.

product

After delivering 400,000 square feet of new
product in 2009 developers will add 600,000
square eettothe officestoc in2010.No ew
downtown office tower ~ expected to grace the
skyline until atleast 2013.

‘QOve ,the etro ancouver]outlookis
positiv o theregion’so ce * Avison
Young conclu es.

The same can’t be said for Calgary, Western

Canada’s second- argest offi market.

Calgary’s overall office vacancy te saw
the biggest jump ~ the country in the second
quarter ‘singto 5.7 per cent from 10.2 per
cent a year ear “er. The city also has the high-
es amount of new construction ad ed to the
market in the country of just over .2 million
square feet. Avison oung forecasts that vacan-
cies rates will remain closeto 15 cen «into
2012.

With an inventory of 62.7 million square feet,
Calgary now has 3.3 million square feet of head
lease office space available to tenants. Sublease
spaceto sa 2.3 million feet.

Overall absorption or the city = th

of 010 was 2.2 million square fee an
absorption is expected to remain in positive ter-
“ory tilyear-end. is’ contrast to
the negative 864,000 square feet of absorption
reco * the half of 2009.

In the downtown market, the vacancy rate is

10 per cent, up slightly  m 9.7 per cent in the
quarter of 2010 an  up noticeably from 7.8

cent one year earlier.
The high levels of available ace in both
head easean sublease have cre-
ated a situation whereby andlo = are offering

* aggressive lease rates, extensive * ucement
packages and large tenant improvement  ow-
ances,” Avison oung noted.

North America

Across Cana theove  downtown office
vacancy rate 'smow 9.9 percen overshadowed
by still-high sublease space and new construc-
tion "n both C gary and Toronto, Avison
Young ports. Canadian suburban markets
are posting average vacancy rates in the 12 per
cent  ge.

The amount of sublease space on the mark

decreased to .4 per cent 0. vacant space n
the second uarter m 21.8 per cen in the
first uarter.

owest owntown office vacancy ~ in
the country is in egina, at 2.9 per cent.

Inthe nited States, a national survey fo
average downtown vacancy rates of 15 per cent,
up from 14 per cent at - *d-2000, spiking

even higher *  some cities.
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