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2018 was a return to strong growth 
for the Calgary and area industrial 
market. Absorption of space improved 
dramatically – reaching its highest annual 
level in four years. Annual absorption for 
2018 was 3.8 million square feet (msf ), well 
in excess of the annual average of 600,000 
square feet (sf ) seen over the previous 
three years. This level of absorption, in 
turn, triggered a new development cycle, 
and contributed to a shrinking supply 
of large distribution space – with over 
3.6 msf delivered in 2018 and a further 
remaining 2.2 msf under construction at 
the end of the year.
Even with the sharp increase in new 
space delivered to the market, the overall 
availability rate declined over the course 
of 2018 from 8.7% in fourth-quarter 2017 
to 7.9% at the end of 2018. While fourth-
quarter 2018 did see vacancy increase 
from 7.3% in third-quarter 2018 to 7.9%, 
this increase is the direct result of 60% 
of new space for 2018 being delivered 
in that quarter. The fourth-quarter of 
2018 specifically saw Calgary’s industrial 
absorption improve its positive trend with 
768,000 sf of absorption taking place for 
the quarter. This brought year-to-date 
2018 average quarterly absorption to 
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942,000 sf.  The fourth-quarter vacancy 
rate for the City of Calgary is 7.6%, while 
the Balzac vacancy rate is 18.1%*, and the 
Airdrie vacancy rate is 6.8%. (*It should 
be noted that Balzac saw its industrial 
inventory increase by 13% this quarter, 
and due to its relatively small inventory, 
vacancy can swing dramatically based on 
the completion of a large building, or a 
sizeable lease transaction.)
The current forecast is for continuing 
positive absorption in 2019. However, with 
both a provincial and federal election set 
to take place in 2019, many companies are 
taking a wait-and-see approach with their 
business decisions. Depending on what 
changes result to the political spectrum 
and resulting policies which directly 
affect Calgary’s heavily energy industry 
dependent economy, business confidence 
could be influenced in either direction. 
If there is further slowdown in Calgary’s 
economy, the industrial vacancy could 
increase both due to shrinking company 
requirements and new, unoccupied space 
being added to the market.
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Current Vacancy Future Availability

Market Facts

7.9%
Vacancy

(Q3 2018: 7.3%)

7.9%
Availability

(Q3 2018: 7.3%)

768,000 SF
Absorption

(Q3 2018 - 1,709,000 SF)

2,189,000 SF
Under Construction

(Q3 2018: 3,097,000 SF)

1,860,000 SF
Completed

(Q3 2018: 1,115,000 SF)
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Project Name Address Municipality Square Feet Status %  Pre-Leased/Sold Project Type Developer
Great Plains Business Park - Building C 7090 - 57th Avenue SE Calgary 157,067 Complete 0% Multi-Tenant - Speculative Hopewell Development
High Plains Building 2 260258 High Plains Boulevard Balzac 418,346 Complete 100% Multi-Tenant - Speculative Bentall Kennedy
Nose Creek Business Park - Building D 293026 Colonel Robertson Way Balzac 266,515 Complete 0% Multi-Tenant - Speculative QuadReal
StoneGate Building B 11500 Barlow Trail NE Calgary 607,200 Complete 0% Multi-Tenant - Speculative ONE Properties
YYC Global Logistics Centre 566 Aero Drive NE Calgary 121,165 Complete 25% Multi-Tenant - Speculative
Ryan Road Business Centre 253120 Ryan Road Rocky View 46,800 Complete 54% Condos 18SixtySeven
Saddleridge Business Park A2 8651 - 38th Street NE Calgary 150,103 Complete 0% Multi-Tenant - Speculative Triovest
Saddleridge Business Park A3 8650 - 36th Street NE Calgary 92,645 Complete 0% Multi-Tenant - Speculative Triovest

Project Name Address Municipality Square Feet Expected Completion %  Pre-Leased/Sold Project Type Developer
Grasslands Logistics Centre 5730 - 80th Avenue SE Calgary 214,112 Q1 2019 0% Multi-Tenant - Speculative Morguard
South Calgary Distribution Centre 1 6600 - 72nd Avenue SE Calgary 498,618 Q2 2019 0% Multi-Tenant - Speculative Hopewell Development
2225 - 3rd Avenue NE 2225 - 3rd Avenue NE Calgary 52,260 Q2 2019 0% Multi-Tenant - Speculative
7307 - 106th Avenue SE 7307 - 106th Avenue SE Calgary 22,655 Q2 2019 0% Multi-Tenant - Speculative
Glacier Village Business Park 2 7865 - 56th Street SE Calgary 24,000 Q2 2019 17% Condos
10645 - 74th Avenue SE 10645 - 74th Avenue SE Calgary 30,500 Q3 2019 25% Condos Engelhart Reed
Oxford Airport Business Park L 1625 - 100th Avenue NE Calgary 257,580 Q3 2019 0% Multi-Tenant - Speculative Oxford Properties
StoneGate Building D 11810 Barlow Trail NE Calgary 176,796 Q3 2019 59% Multi-Tenant - Speculative Hopewell Development
StoneGate Building 6A 10 Stonehill Place NE Calgary 239,828 Q3 2019 0% Multi-Tenant - Speculative ONE Properties
StoneGate Building 6B 10 Stonehill Place NE Calgary 98,332 Q3 2019 0% Multi-Tenant - Speculative ONE Properties
Glenmore Junction 3907 Glenmore Trail SE Calgary 49,958 Q3 2019 0% Multi-Tenant - Speculative OPUS
Crosspointe Industrial Park 1 292088 Crosspointe Road Balzac 524,490 Q3 2019 0% Multi-Tenant - Speculative Hopewell Development

Industrial New Supply

Industrial Under Construction

Calgary Q4 2018 Industrial Notable Transactions

Tenant Address Size (sf) Deal Type
2151934 Alberta Ltd. 4100 - 106th Avenue SE 88,194 Headlease

Calgary Archives 7505 - 48th Street SE 87,454 Headlease

Ryder 89 Freeport Boulevard NE 77,397 Headlease

Purchaser Address Size (sf) Price
Skyline Commercial REIT 5500 - 72nd Avenue SE 201,876 $37,580,000
Canal Industrial Nominee Inc. 6980 - 108th Avenue SE 226,897 $36,700,000
Manulife Real Estate 1802-1810 Centre Avenue NE 214,463 $36,300,000
1856488 Alberta Ltd. 4800 - 27th Street SE 82,066 $10,400,000
Nobel REIT GP Inc. 41 Royal Vista Drive NW 35,896 $8,500,000
Sales Source: RealNet Canada Inc.

Lease

Sale

FOCUS ON INVESTMENT
The demand from investors, both locally and 
nationally, continues to remain strong for industrial 
investment opportunities in the Calgary market. 
The positive absorption of large bay space, which 
in recent years represented a significant portion 
of the lagging vacancy in the Calgary market, is a 
signal of confidence; leading several developers 
to begin building again. Although there have 
been few broadly marketed industrial investment 
opportunities, high-quality product with stable 
tenant rosters are tremendously sought after.  

Investor demand for industrial product is expected 
to keep cap rate increases in balance as they pursue 
full and partial interest acquisition opportunities. 
Toronto and Vancouver-based private equity 
investors will continue to be quite active around 
industrial investment trades, along with typical 
institutional investors and advisors looking to 
grow or high-grade their portfolios. The positive 
sentiment towards the Calgary industrial investment 
market has remained unchanged for the past two 
years and the ongoing pursuit for opportunities is 
forecasted to grow stronger in 2019.

2018 annual review  
avison young 2019 forecast 

NORTH AMERICA, EUROPE AND ASIA 

VIEW OR DOWNLOAD REPORT HERE

avisonyoung.com    11

relocation decisions. Data analytics will also form the basis of 
building-operations improvements; 2) consolidation pressure 
in the REIT sector where many companies are trading at steep 
discounts to NAV, and on the proptech sector as winners and 
losers become more evident and scale becomes more important; 
and 3) modest property-level returns as real rental-rate increases 
offset cap-rate pressure from rising interest rates. On the 
services side, there is growing divergence in strategies and 
results between legacy providers and tech-forward disrupters. 
That divergence is likely to increase in the years ahead.  

Amy Erixon
Principal and Managing Director,
Investment Management Group

studies show that higher performance translates 
into faster lease-up, higher rental rates and tenant 
retention, and improved occupant satisfaction.  

Technology is changing users’ expectations 
of landlords as well as requirements for space 
performance, including data integrity and privacy, 
workplace sustainability and configurational flexibility. 
Indoor air and light quality improvements, long 
monitored in Europe, are moving onto the radar of 
leading North American operators as IoT technology 
facilitates easy collection of this data. Co-working 
solutions, including startup incubators, are some 
of the hottest categories, securing nearly 25% of 
leasing volume in major markets around the globe.   

Predictions for the year ahead: 1) increased use of data 
analytics to inform capital investments and tenant-

IoT-SUPPORTED 
TECHNOLOGY, SENSOR 

INFORMED MANAGEMENT, AI

ENERGY ENHANCED, GRID 
INTEGRATED, RENEWABLE, 

BATTERY STORAGE

HEALTH CONSCIOUS, 
NON-TOXIC, DAYLIT, WELL 

VENTILATED, QUIET

FLEXIBLE (SPACE 
CONFIGURATIONS, USES, 

FINANCIAL ARRANGEMENTS)

DIGITALLY HIGH PERFORMING, 
SYSTEM CONNECTIVITY, 

CYBER SECURE

What exactly does it mean to be in a "Smart Building"?
Greater productivity and comfort, lower costs and environmental impact
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2.9%
Canada’s record-low 

industrial vacancy rate 
in 2018, with Toronto 

(1.3%) and Vancouver 
(1.5%) the lowest in 

North America.

Canada Industrial Vacancy Rates
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Retail properties remain 
the most unpredictable 
commercial real estate 

assets in 
Canada – 
amid the 
ongoing 

e-commerce 
revolution.
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MONTREAL 

4.2 MSF

OTTAWA  1.1 MSF

TORONTO  19.1 MSF
CALGARY   3.6 MSF

VANCOUVER

11.2 MSF

EDMONTON    1.2 MSF

WATERLOO REGION  925 KSF

HALIFAX
295 KSFREGINA

26 KSF

WINNIPEG 1.2 MSF

Tight conditions and upward pressure on rents in some 
downtown markets with little or no near-term supply relief 
mean that suburban markets – particularly those with 
assets offering rapid-transit connectivity and other urban 
amenities – could stand to benefit from burgeoning tenant 
demand during the next couple of years.

Canada’s industrial market outperformed many observers’ 
expectations in 2018 – and is set to do so again in 2019. 
Insatiable demand, similar to that prevalent in the office 
market, is outpacing new supply and driving rents higher. 
Bolstered by e-commerce, large-format distribution/
fulfilment centre space will remain a key catalyst for 
growth, as evidenced by Amazon’s leases for 1 msf and 
600,000 square feet (sf ) in Toronto and Calgary, respectively. 
Competition from the emerging recreational-cannabis 
industry will add to the already robust e-commerce demand 
in 2019 as owners and occupiers continue to grapple with 
rising land costs and the eroding supply of developable land 
– most evident in Vancouver and Toronto.

Low-single-digit vacancy characterized the nation’s 
industrial markets. Overall vacancy continued to decline, 
falling to a new record-low of 2.9% near the end of 2018 – 
and is expected to edge lower in 2019. Toronto (1.3%) and 

Vancouver (1.5%) posted North America’s lowest vacancy 
rates in 2018 and are projected to rank among the tightest 
three markets in 2019. With developers trying to stay 
ahead of demand, the amount of industrial space under 
construction rose to more than 20 msf late in 2018 – up 
from almost 14 msf at year-end 2017.

The sector will continue to operate at, or near, capacity 
until new supply is able to catch up with demand – in other 
words, the trends characterizing 2018 will underpin the 
market’s performance again in 2019.

Retail properties remain the most unpredictable commercial 
real estate assets in Canada. Retail vacancy remains in flux as 
a lingering result of the failures of some prominent chains, 
while big-box chains closed underperforming locations 
amid the ongoing e-commerce revolution. Divergence in 
the retail spectrum has become more apparent as discount 
and luxury retailers flourish at the expense of the mid-
market category, while growth in consumer spending is 
slowing under pressure from high consumer-debt levels and 
rising interest rates.

The focus on creating memorable consumer experiences 
will endure in 2019 with food halls, fitness and wellness-

22.3 MSF 20.4 MSF
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