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Addition of Brookfield Place inflates Downtown Calgary office vacancy further
Avison Young releases its Second Quarter 2017 Calgary Office Market Report
Calgary, AB —Vacancy in the Downtown Calgary office market rose in the second quarter of
2017 due largely to the addition of the 1.4-million-square-foot (msf) Brookfield Place to
inventory. As tenant occupancy has yet to occur, the addition of Brookfield Place to the market
as 100% vacant did not generate any absorption, which will be subsequently calculated as
tenants Cenovus and Scotiabank, who together have preleased more than 1.1 msf of the
building, physically move from their existing spaces into the new building.
As a result, vacancy in Calgary’s Downtown office market increased to 26.4% from 23.9% in
first-quarter 2017 and 19.6% 12 months ago. Were it not for the addition of this new building,
the vacancy rate for Downtown Calgary would have remained stable when compared with firstquarter 2017.
These are some of the key trends noted in Avison Young’s Second Quarter 2017 Calgary
Office Market Report.
“This is likely the last major influx of new space to contribute to vacancy in Downtown Calgary
during this downturn,” comments Todd Throndson, Avison Young Principal and Managing
Director of the company’s Calgary office. “Without a substantial change in Calgary’s economy,
Telus’ new building due in late 2018, which is approximately one-third the size of Brookfield Place,
could potentially push vacancy to 29% under pessimistic predictions. Current economic conditions
and weak demand for space suggest that there will be no new office development announced in
Calgary’s Downtown core for several years.”
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Throndson continues: “The current realistic prediction is that absorption will be flat for the second
half of 2017 and the first half of 2018 with 100,000 sf of positive absorption in each of the third
and fourth quarters of 2018. Absorption would then rise to 150,000 sf per quarter in 2019 and
beyond. Under this scenario, vacancy would approach 27% by fourth-quarter 2018.”
Absorption, defined as the net change in occupied office space during a given period of time, was
negative 67,000 sf in the Downtown office market in second-quarter 2017. Year-to-date
Downtown Calgary has a cumulative negative absorption of 64,000 sf. This figure is a noticeable
improvement compared with the negative 3.1 msf of absorption recorded in 2015 and the negative
2.2 msf of absorption registered in 2016.
Vacant space in the Downtown office market totalled 11.9 msf for second-quarter 2017, with head
lease space accounting for 8.1 msf (68%) and sublease space accounting for 3.8 msf (32%). It is
anticipated that some sublease availability will continue to transition to head lease availability over
the course of the year as sublease terms continue to expire.
Submarkets outside the Downtown core have registered both positive and negative quarterly
absorption results over the past few quarters. The Beltline area currently has a vacancy rate of
16.9%, while vacancy in Suburban North is 16.1% and the Suburban South submarket has a
vacancy rate of 23.1%. The overall office vacancy rate for Calgary is 23.5%.
Large, contiguous blocks of office space continue to stand out in the market analysis. Contrary to
prevailing beliefs, these blocks are available predominantly on a head lease basis. Large-block
space, defined as one contiguous availability more than 100,000 sf in the Downtown market, or
greater than 30,000 sf in the Beltline and surrounding suburban markets, represents between
22% and 41% of the availability for their market segments.
“While energy and energy-servicing companies continue to make up a large share of the leasing
transactions being recorded, growth from such areas as information and technology, not-forprofits, government, business services and green technology are definitely being noticed,” notes
Throndson. “Activity by smaller tenants is also growing prominently.”
He says demand for space less than 5,000 sf continues to be high.
“However, due to an abundance of existing options in this size range and pressure on landlords
and sub-landlords to demise larger blocks of space that aren’t moving, rental rates remain
competitive and inducements – such as free rent and improvement allowances – are substantial
in many cases. Meanwhile, the market for large pockets of space will continue to have significant
competition beyond 2017, maintaining the downward pressure on rental rates within this
category.”
“We believe that, in many cases, the next 12 months will be a great time to lock in a new lease of
three years or longer or to restructure an existing lease,” adds Throndson. “Current rental rates
are down 20% to 60% from two years ago, depending on the market segment.”
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Avison Young is the world’s fastest-growing commercial real estate services firm. Headquartered
in Toronto, Canada, Avison Young is a collaborative, global firm owned and operated by its
principals. Founded in 1978, the company comprises 2,400 real estate professionals in 80 offices,
providing value-added, client-centric investment sales, leasing, advisory, management, financing
and mortgage placement services to owners and occupiers of office, retail, industrial, multi-family
and hospitality properties.
For further info/comment/photos:
• Todd Throndson, Principal & Managing Director, Calgary, Avison Young: 403.232.4343;
cell 403.680.9894 todd.throndson@avisonyoung.com
• Susan Thompson, Research Manager, Calgary, Avison Young: 403.232.4344;
cell 403.862-9267 susan.thompson@avisonyoung.com
• Sherry Quan, Principal, Global Director of Communications & Media Relations,
Avison Young: 604.647.5098; cell 604.726.0959 sherry.quan@avisonyoung.com

www.avisonyoung.com
Avison Young was a winner of Canada’s Best Managed Companies program in 2011 and
requalified in 2017 to maintain its status as a Best Managed Gold Standard company

Follow Avison Young on Twitter:
For industry news, press releases and market reports: www.twitter.com/avisonyoung
For Avison Young listings and deals: www.twitter.com/AYListingsDeals
Follow Avison Young Bloggers: http://blog.avisonyoung.com
Follow Avison Young on LinkedIn: http://www.linkedin.com/company/avison-young-commercial-real-estate
Follow Avison Young on YouTube: www.youtube.com/user/AvisonYoungRE
Follow Avison Young on Instagram: www.instagram.com/avison_young_global
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