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Metro Vancouver, BC

Record low vacancy and s

evere supply crunch

mark critical juncture in office market evolution

'\/\ etro Vancouver’s office market reached

a critical juncture in 2019 as demand

from global technology firms took root and
reshaped not only the scale and design of the
next wave of downtown office towers, but also
highlighted the range of economic, social and
political impediments contributing to a region
that increasingly appears to be becoming a
victim of its own success. The next two years
will prove to be crucial to Metro Vancouver’s
transformation into a truly world-class office
market as severe supply constraints across the
region temporarily limit deal velocity, hamper
absorption and potentially impact expansion/
relocation plans of both existing businesses and
those considering establishing a presence in
the market. These conditions also triggered the
emergence of not one but two development
cycles in the downtown core - a first for the
city — in order to meet anticipated demand.

Vacancy in the 51.8-million-square-foot (msf)
regional market fell to 4.4% from 5.1% a year
earlier and 8% just 24 months ago. The lowest
regional vacancy on record is 4.3%, recorded at
mid-year 2019, and that metric is forecasted to

drop significantly lower in 2020. (The previous
record low of 4.7% was set at year-end 2007.)

After four years of strong annual absorption
registered in Metro Vancouver (averaging more
than 1.3 msf per year), annual absorption sunk
10 489,840 sfin 2019, the lowest since 2014. This
reduction in absorption is largely attributable to
a lack of available space, which hindered deal
activity in virtually all Metro Vancouver office
markets.

Vacancy in downtown Vancouver may be the
most high-profile example (2.6%), but simi-
larly tight market conditions exist in Vancou-
ver-Broadway (4%), Burnaby (6.3%), Surrey
(5.2%) and even the North Shore (7.4%). New
Westminster and Richmond were the only two
balanced office markets remaining in Metro
Vancouver in 2019. For the first time on record,
vacancy in each Metro Vancouver office market
was less than 10% at year-end 2019.

These conditions triggered the largest develop-
ment cycle in the history of Metro Vancouver,
which will start delivering new buildings primar-
ily in the Downtown and Vancouver-Broadway
continued on back page

DISTRICT INVE;‘F.I;ORY
Downtown 22,784,125
Yaletown 2,074,372
Vancouver-Broadway 7,328,387
Burnaby 9,318,790
Richmond 4,215,800
Surrey 2,906,607
New Westminster 1,688,572
North Shore 1,450,898
TOTAL 51,769,328
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METRO VANCOUVER OFFICE VACANCY SUMMARY (YEAR-END 2019)

HEAD LEASE SUBLEASE TOTAL VACANCY 12-MONTH
VACANCY (SF) VACANCY (SF) VACANCY (SF) RATE (%) ABSORPTION (SF)

508,739 91,080 599,819 2.6% 66,803
22,979 43,519 66,498 3.2% 29,471
259,386 36,026 295,412 4.0% 178,920
377,553 209,253 586,806 6.3% 126,411
280,103 34,101 314,204 7.5% 734
150,267 0 150,267 5.2% 471
161,067 0 161,067 9.5% 59131
102,086 5110 107,196 74% 41,669

1,862,180 419,089 2,281,269 4.4% 489,840
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DOWNTOWN

Downtown vacancy remains near record low

VACANCY TRENDS

Downtown office vacancy remained
historically tightin 2019, slipping to

2.6% at year-end 2019 from 2.9% a year
earlier; however, vacancy was up from
the 2% recorded at mid-year 2019.This
temporary increase in vacancy in the back
half of 2019 was largely attributable to
Deloitte vacating five floors in Bentall

4 (four of which were subsequently
leased by Shopify in early 2020) and
Richardson GMP vacating 34,140 sfin
Bentall 5 (which had been leased by
Slack at mid-2019). Vacancy in class A
buildings remained virtually unchanged
from mid-year 2019 while class B vacancy
decreased substantially. Class C vacancy
increased slightly in this period due to a
periodic update to the statistical database.
Downtown is expected to return to
structural vacancy (+/- 2%) in 2020, a
condition where there is effectively no
functionally vacant space at a given time.
Vacancy in class B buildings dropped by
half to 1.4% at year-end 2019 from 2.8%

MORE THAN
o MSF
OF NEW

DEVELOPMENT

RECENT LEASE DEALS - YEAR-END 2019 (>10,000 SF)

TENAN

BUILDING

Amazon (expansion)

The Post (South & North Tower)

Stantec (renewal/expansion)

111 Dunsmuir Street

Shopify

Bentall 4
Colliers International B6
Pl Financial Vancouver Centre 2
DMCL (renewal/expansion) 1140 West Pender Street
Fluor Canada (renewal/expansion) 1185 West Georgia Street
Powerex Corp. (renewal) Park Place
Teekay Shipping (renewal) Bentall 5
U.S. Consulate General (renewal) 1095 West Pender Street
Charest Reporting HSBC Building

Richards Buell Sutton LLP (extension)

401 West Georgia Street

Hatch Engineering (renewal)

Oceanic Plaza

Procurify 717 West Pender Street
RBC Dominion Securities (renewal) Park Place

Reportex (renewal/expansion) 925 West Georgia Street
Nexii Building Solutions 1455 West Georgia Street
Investors Group (expansion) Park Place
Toronto-Dominion Bank (expansion) TD Tower

Sony Pictures Imageworks (renewal) TD Tower

MNP LLP (expansion) MNP Tower

Vancouver Fraser Port Authority Oceanic Plaza

Fairleigh Dickinson University 89 West Georgia Street
Neurio (sublease) 555 Robson Street

Plotkin Health (sublease)

1177 West Hastings Street

Ausenco (sublease)

1050 West Pender Street

SF

704,000
774,07007
772,07007
471,07007
470,07007
473,07007
37,360 7
376,57407
35,330 7
375,07007
278,27007
276,47007
273,87707
272,07007
20,150 7
179,07007
177,9730 7
177,330 7
176,87307
176,47007
176,27207
175,27007
174,97007
173,6770 7
171,3770 7
171,14710 7

a year earlier, which would indicate that
supply constraints in class AAA and A
buildings and corresponding rent increases
may be forcing demand down market to
class B availabilities. Overall deal velocity

in 2019 was lower when compared with
recent years but remained reasonably
strong despite supply constraints in existing
inventory. Some tenants likely sought
short-term solutions in co-working facilities
given the market’s supply constraints but
many may transition to more traditional
leasehold tenancies when opportunities
emerge. A significant number of lease
extensions, some well in advance of
contractual lease expiries, occurred in 2019
as tenants responded to sustained supply
constraints, upward pressure on net rental
rates or in conjunction with addressing
other space requirements. There has been
virtually no“in-fill”leasing activity — one
floor or less — in new developments

yet, which suggests developers remain
focused on multi-floor tenant prospects.
Sublease space only accounted for 15% of
overall vacancy downtown. Given supply
constraints and ongoing increases in rental
rates, landlords seemed more inclined to
exercise contractual rights of termination to
take direct control of sublease offerings and
then lease out the premises at prevailing
market rates. There are no large contiguous
blocks of office space available outside of
prelease options. Competition for prelease
commitments is expected to intensify
through 2020 among the various new
developments, particularly those with
minimal prelease commitments.

ABSORPTION TRENDS

Annual absorption fell to 66,803 sf in
2019, a substantial decline from the
879,147 sf recorded in 2018 and the

lowest recorded since 2014 when there
was negative annual absorption of
304,835 sf. While TD Bank absorbed
more than 16,800 sf at TD Tower at 700
West Georgia and Trulioo occupied
more than 11,300 sfat 1177 West
Hastings, substantial vacancies created
by Deloitte and Richardson GMP as

well as Steelhead LNG vacating more
than 14,000 sf at 1075 West Georgia
weighed heavily on overall absorption.
However, the majority of Deloitte’s space
was subsequently leased to Shopify

and Slack leased Richardson GMP’s
space. Both companies will occupy their
respective spaces in 2020. Meanwhile,
Deloitte has shifted its operations

into co-working space while it awaits
completion of the Deloitte Summit
building scheduled for year-end 2020.

SPACE AVAILABILITY FACTOR

The space availability factor, or SAF, refers
to head lease space or sublease space
that is being marketed but is not physi-
cally vacant, and new supply that is near
completion and available for lease. SAF
was 1.5% at year-end 2019, down from
2.1% recorded 12 months earlier. Com-
bined with vacant space, the amount

of space being marketed for lease in

the downtown core is 4.1% (or approx-
imately 980,000 sf). The lowest overall
availability rate on record occurred at
year-end 2007 (3.5% or 681,330 sf).

NEW CONSTRUCTION

There is more than 5 msf of new office
space (either under construction or

in the development permit process)
proposed for Downtown Vancouver
by 2024, which represents the largest

VACANCY WITH SPACE AVAILABILITY FACTOR (SAF) AND ABSORPTION
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Absorption declines sharply as lack of options limits activity

DOWNTOWN

cycle in the city’s history. Approximately
61% (2.29 msf) of new downtown office
space currently under construction (3.74
msf) to mid-2023 had been preleased by
year-end 2019, including Amazon tak-
ing the remainder of The Post (704,000
sf) in the largest office lease deal in
Vancouver history. More than 305,000 sf
of strata office space has also been sold
in new downtown buildings delivering
through 2021. Only four downtown
options that deliver before 2022 remain
available for lease: The Offices at
Burrard Place (located in Downtown
South), Bosa Waterfront Centre (which
is 55% stratified) and 601 West Hastings,
none of which had prelease commit-
ments at year-end 2019, and Vancouver
Centre I, which is 48% preleased. New
supply in 2022 also remains constrained
with the only space for prelease available
at 980 Granville Street and The Stack,
which was 39% preleased at year-end
2019. The Seymour will offer more

than 50,000 sf of strata office when it is
delivered in 2022. New supply in 2023 is
limited primarily to B6, which was 48%
preleased at year-end 2019; and 625
West Hastings, which is the only building
with a scheduled completion date that
was still in for permitting at year-end
2019. Other downtown projects that
remain in permitting include 601 West
Pender and 1166 West Pender, 720 Be-
atty Street and 555 West Cordova Street.
These developments are likely to deliver
in 2024.

MARKET FORECAST

Expect upward pressure on net effective
rents for space in existing buildings to
continue due to near-term supply con-
straints. The differential in net effective
rates between new developments and
existing class AAA buildings is expected
to continue to narrow in 2020 as the
market rapidly returns to structural
vacancy (+/- 2%) with no meaningful
relief likely until 2022. However, some
developers with minimal or no prelease
commitments may start to offer more

favourable lease terms through 2020

to secure commitments and generate
leasing momentum. Supply constraints
will remain a challenge for tenants, but
is increasingly challenging for landlords
as well. Future availabilities generated
by tenants who make prelease commit-
ments may lead building owners to take
proactive measures and take control of
those availabilities in order to minimize
risks/costs associated with those future

VACANCY
TOHIT NEW

RECORD
LOWIN2020

continue to engage existing tenants with
lease expiries between 2022 and 2024

in extension discussions/negotiations to
mitigate vacancy risk, particularly those
tenants with near-term lease require-
ments. Outside of a macro-economic or
geopolitical event (or dramatic reversal
by Amazon), current fundamentals will
prevail until at least 2022. As a result,
developers will likely announce commit-
ments to build into the next development

vacancies. Building owners will also cycle (2024 to 2025).
] . § B N |
DEVELOPER BUILDING Sk PRELEASESF - PRELEASE%  COMPLETION
Creative Space @ Vancouver House, X
Westbank 1461& 1462 Granville treet (two buildings) 90,000 office) 90,000 100% 12020
Bosa Properties/ . :
Arpeg Holdings 1575 West Georgia Street 45,346 (office) Strata 72% sold Q12020
Oxford Properties 402 Dunsmuir Street 147,000 147,000 100% Q12020
Rendition Developments Bench, 353 Railway Street (I-4 zoning) 26,772 Strata 0% sold Q12020
Low Tide Properties 155 Water Street 75,000 (office) 75,000 100% 042020
. Deloitte Summit building,
Westbank/Allied REIT 410 West Georgia Street 353,000 295,950 84% Q42020
Reliance Properties/ The Offices at Burrard Place, X .
Jim Pattison Developments 1281 Hornby Street (mixed use) 99,000 (office podium) Strata 100% sold Q1207
Reliance Properties/ The Offices at Burrard Place, 133,000 (ofice tower) 0 0% Q12021

Jim Pattison Developments

1290 Burrard Street (mixed use)

South tower: 510,000 1.07 msf 100% Q32022/
North tower: 560,000 plus podium ’ 022023
29,190 (office) 0 0% Q12023
120,000 0 0% Q22023
................................................................................... 334000 ... B8O see L @ns
Omicron /Rendition Maker Exchange, 152,000 B Awaiting prelease
Developments 488 Railway Street (I-4 zoning) / commitment

The Crystal at Waterfront Square,
555 West Cordova Street

Aquilini Development and Aquilini Centre East, " B

ontuction PGy e ] o
,C)anad:qn Metropolitan 750 Pacific Boulevard (Plaza of Nations) TBD (office) - Proposed
roperties

S MR hin woeoen wokors  wowoves o VST SV g Mogas

AAA 4,980,576 159,873 22,262 182,135 3.7% -51,654 83,116 1.7% $38-472 $58- 997
T o . o o e o
L o o o - e S
DR o . . - S S o o
L o s o o - D e e
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DOWNTOWN DEVELOPMENT TIMELINE

CREATIVE SPACE,
14616 1462 GRANVILLE STREET

1675 WEST GECRGIA STREET 402 DUNSMUR STREET

12020

DELOITTE SUMMIT BUILDING,

OAIESIE 410 WEST GEORGIA STREET

: luﬂ‘udik@ " /

4 2020

DEVELOPER Westhank Bosa Properties/Arpeg Holdings Oxford Properties Low Tide Properties Westhank/Allied REIT
STOREYS 5 3 floors in mixed-use building 9 7 24
OFFICE SF 90,000 45,346 (strata) 147,000 75,000 353,000
119,320 sf - Spaces
TENANTS 90,000 sf - Global University 32,649 sf - Arpeg Holdings & 147,000 5f- Amazon 75,000 sf - Microsoft 117,000- Deloitte Canada

OCCUPANCY

Systems Canada co-working operator

100% 72% sold 100%

THE SEYMOUR,
600 ROBSON STREET
& 809 SEYMOUR STREET

THE STACK,

OGRS 1183 MELVILLE STREET

44,630 sf - Apple
15,000 sf - Northeastern University

100% 84%

THEPOST, B6,
349 WEST GEORGIA STREET 1090 WEST PENDER STREET

122022 (13 2022/02 2023 02 2023

DEVELOPER Bonnis Properties Bonnis Development Oxford Properties QuadReal Property Group BentallGreenOak
STOREYS 3 floors in mixed-use building 13 36 17 (south tower) / 18 (north tower) 32
OFFICE SF 51,480 56,782 (strata) 532,000 1,070,000 + podium (60,000) 534,000
80,000 f - Blake, Cassels & Graydon 170,000 sf - WeWork
TENANTS No tenants at this time 6,496 sf - Bonnis Properties 66,000 sf - DLA Piper 1,130,000 sf - Amazon 47,000 sf - BentallGreenOak
60,000 sf - EY Canada 41,000 sf - Colliers
OCCUPANCY 0% 11% sold 39% 100% 48%

Partnership. Performance



THE OFFICES AT BURRARD
PLACE, 1290 BURRARD STREET

‘|‘1
25!

THE OFFICES AT BURRARD
PLACE, 1281HORNBY STREET

601 WEST HASTINGS STREET

BOSA WATERFRONT CENTRE,
320 GRANVILLE STREET

VANCOUVER CENTRE I
733 SEYMOUR STREET

Reliance Properties /

Reliance Properties /

DEVELOPER Jim Pattison Developments Jim Pattison Developments PCl Group / Greystone Bosa Development GWL Realty Advisors
STOREYS 13 7-storey podium (3 floors) 25 30 33
OFFICE SF 133,000 99,000 (strata) 215,000 206,134 (strata) / 168,655 377,000
A2 6’8005_5';05? ﬁefl,?gmel? ! 105,000 sf - Kabam Inc.
TENANTS No tenants at this time Sold (phases 1 & 2 - 99,000 sf) No tenants at this time pprox. 5556 of the building has 40,000 sf - Pl Financial
been sold as strata office space;
. 37,000 sf - B2Gold
no prelease commitments currently
OCCUPANCY 0% 100% sold 0% 100% sold / 0% 48%
1166 WEST PENDER STREET 601 WEST PENDER STREET THE CRYSTAL AT ROYAL CENTRE, 720 BEATTY STREET
DEVELOPED BY OEVELOPED BY WATERFRONT SQUARE, 1025-1055 WEST GEORGIASTREET | DEVELOPED BY
RELIANCE PROPERTIES RELIANCE PROPERTIES 555 WEST CORDOVA STREET DEVELOPED BY WESTBANK
STOREYS / OFFICE AREA STOREYS / OFFICE AREA DEVELOPEDBY PLIBROLP STOREYS / OFFICE AREA
% /348930 F 29/ 398500 5F CADLLAC FARVIEW STOREYS / OFFICE AREA 17/ 580000 SF
STOREYS / OFFICE AREA 5/ 76000 SF
26 /335,000 SF

This redevelopment of an
existing office building will
involve the construction of a
new 32-storey building with
348,930 sf of office space.
Approval of the develop-
ment permit application is
anticipated in the first quar-
ter of 2020 with demolition
expected to start in the third
quarter of 2020. The existing
building is occupied until
June 2020. Construction of
the building is scheduled for
completion in early 2024. No
prelease commitments were
confirmed by year-end 2019.

The rezoning application for
this project was submitted
in fall 2019. The application
calls for 398,500 sf of office
space in a 29-storey mixed-
use development that
would replace the existing
six-storey parkade cur-
rently on the site. The new
building would include retail
space at grade with the top
two floors of the tower set
aside as amenity space for
the building's occupants. A
construction timeline has
not been provided.

After years of delay, Cadillac
Fairview's development
permit application for The
Crystal at Waterfront Square,
a 26-storey, 380,000-sf office
tower was resubmitted in
late 2019 after the initial
design generated substan-
tial public criticism in 2015.
If approved in May 2020 and
market conditions support
proceeding, construction
could break ground in late
2020/early 2021 with the
building being delivered in
early 2024.

A development permit
application was filed in

July 2019 to redevelop the
existing bank building at
1025 West Georgia and
replace it with a five-storey
commercial building with
four floors of office space
totalling 76,000 sf above
retail space at grade. The
application also seeks to
make alterations and addi-
tions to the existing lobby
of 1055 West Georgia as well
as alterations to the existing
retail mall, which will be the
developer's initial focus.

An updated rezoning
application was filed with
the City in December 2018
and the UDP supported
the building design in
April 2019. The proposed
580,000-sf building would
include 17 floors of office
space for lease as well as
minimal retail at grade. The
building would be one of
the largest office buildings
in terms of square footage
in Vancouver. While a deliv-
ery date was not confirmed
at year-end 2019, early
2024 had been originally
proposed.

avisonyoung.com



VANCOUVER-BROADWAY

Vacancy likely to hit record low in 2020

VACANCY AND ABSORPTION (OVERALL)
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VACANCY TRENDS

Overall vacancy slipped to 4% at
year-end 2019 from 4.9% a year earlier
— the lowest vacancy rate recorded

in Vancouver-Broadway since mid-

year 2015. Demand remained strong

in 2019 with activity focused on
small-pocket space due to a lack of
larger opportunities with just seven
buildings with availabilities that could
accommodate tenants seeking more
than 10,000 sf. Deal velocity slowed

in 2019 due to a lack of options even

as a number of traditional downtown
tenants began exploring the market

as a result of even tighter vacancy
conditions downtown. Vacancy in the
core Vancouver-Broadway corridor
submarket rose to 5.69% from 2.8% a year
earlier, due primarily to an increase in
the number of smaller class B vacancies.
Significant new tenants included
WeWork occupying 2015 Main Street,
Relic Entertainment moving into

the Nickel at 285 West 5th Avenue,
Royal Pacific Realty moving into 1200
West 73rd and the BCSPCA taking
occupancy in DHX Media’s former
space at 1256 East 6th Avenue. Vacancy
in the peripheral Vancouver-Broadway
market dropped precipitously to 1.9%
at year-end 2019 from 7.2% at year-end
2018, due primarily to tenants occupying
new buildings that had been delivered
vacant in late 2018 and early 2019.

ABSORPTION TRENDS

Annual absorption of 178,920 sf in
2019 marked the fourth straight year of
positive absorption in the Vancouver-

Broadway office market. Much of the
absorption recorded since 2017 was
due to the occupancy of new space,
particularly in Mount Pleasant, along
Great Northern Way and in South
Vancouver. Strong levels of absorption
occurred primarily in class A space
throughout the Vancouver-Broadway
market, which helped offset substantial
negative absorption recorded in class
B buildings, including Westport and
Gener8 vacating space at 1750 West
75th Avenue and 138 East 7th Avenue,
respectively. The pending demolition of
5780 Cambie also resulted in multiple
small tenants vacating the building.
Deal velocity slowed in 2019 due to a
lack of options. Annual absorption in
the core Vancouver-Broadway corridor
submarket was negative 12,589 sfin
2019 largely due to the combination
of smaller class B vacancies. Outside of
Mount Pleasant, new office construction
in the core submarket was largely
limited to the delivery of 988 West
Broadway in 2018, which had been
occupied by Industrial Alliance.
Annual absorption of 191,509 sfin the
peripheral Vancouver-Broadway market
was largely driven by the occupancy
of recently completed buildings.

NEW CONSTRUCTION

Most new construction in the Vancouver-
Broadway market is located in three
nodes: Mount Pleasant, the emerging
City Hall District and the False Creek
Flats. Most new office development in
these nodes includes light industrial flex
space as required by zoning regulations.
Developments in Mount Pleasant

including The Beltline Off Broadway,
The Yukon, The Workshop, 2131
Manitoba Street, 150-170 West 4th
Avenue, Main Alley, Focal on 3rd, 205
West 5th Avenue, 151 West 5th Avenue
and HOUSS all include a combination
of office and light industrial flex space.
While Mount Pleasant has typically been
home to most of the recent strata office

W

VACANCY

T0 ACHIEVE development in the market, new strata
RECORD-LOW offerings are increasingly common
RATE with projects such as 1308 Adanac

Street, Archetype and Oakridge
proposed outside of Mount Pleasant.
Developments in the City Hall District,
including 510 West Broadway (fully
leased to the City of Vancouver),
CityLink and 425 West 6th Avenue on
the western edge of Mount Pleasant are
all primarily office use. Projects located
on or near the False Creek Flats include
339 and 375 East 1st Avenue, 2102
Keith Drive, The Onyx and Archetype
at 220 East 1st Avenue, which features
strata office and industrial space as well
as rental residential uses, along with
Lululemon Athletica’s build-to-suit
head office, which had its rezoning
application approved January 30, 2020.
Oakridge’'s emergence as a new office
node includes strata office and medical
space offered at Oakridge along with
new nearby mixed-use developments
at 5740 and 5812-5844 Cambie Street
that include office space for lease.

MARKET FORECAST

Rental rates increased across the board
in 2019 and that trend is expected to
continue through 2020, particularly in
class A buildings. Landlords remain bull-
ish and are viewing the historically tight
vacancy situation downtown as a factor
in their lease considerations. Despite de-
livery of multiple developments within
the next 12 to 18 months, there is limited
availability until late 2021 as much of
the inventory delivered in the next 12
months is preleased. Vacancy is anticipat-
ed to continue to decline to historic lows
in 2020. Deal velocity is likely to remain
constrained for the next 18 months with
few options for those tenants without
preleases to consider.

IN2020

NOTABLE LEASE DEALS - YEAR-END 2019

TENAN BUILDING S

WeWork M2 Main Alley 70,000
Damon Motors 708 Powell Street 11,090
CADmakers 3D Printing Company Inc. 1256 East 6th Avenue 6,020
BCSPCA 1256 East 6th Avenue 5345

AbCellera Biologics Inc. (sublease)
Essa Technologies

2512 Yukon Street 4940
2695 Granville Street 4,130

Partnership. Performance



New development unable to keep up with demand

VANCOUVER-BROADWAY

—
COMPLETION
Q12020

——
PRELEASE %

DEVELOPER BUILDING

Mount Pleasant
Employment Area

(I-1,I-1A Zoning)

Office vacancy declined to 7.2% at
year-end 2019 in Mount Pleasant —
down from 9.2% a year earlier but up
significantly from 3% at mid-year 2019.
The increase in vacancy came from
the addition of both sublease and
head lease space to the market in the
back half of 2019. With no major office
leases completed since mid-year 2019
and with the majority of new construc-
tion not coming to market until mid

to late 2021, deal velocity was highly
constrained. With the exception of We-
Work occupying 2015 Main Street (an
existing building that was renovated)
and SEGA occupying the new Nickel
building, activity involving mid- to
large-sized tenants remained limited in
2019.Vacancy is expected to continue
to tighten in 2020 despite slowing deal
velocity as there are no new projects
delivering space for lease until late
2020 and early 2021. This gap in the
delivery of new space has placed
upward pressure on rental rates, which

660 & 668 West 41st Avenue
(phase one of Oakridge Centre redevelopment)

*Vendor option February 2020

had continued to rise through 2019

nd are expected to continue to cr —_—
3pma 2020 Atornearecordon NEW NEW SF BY 2022 L CURRENTLY 280
vacancy in the Downtown and Van- PROJECTS 'I 8 —| - PRELEASED 0
couver-Broadway markets is another BY 2022 1 . 754’9 7 1 —3
factor driving demand and rental rate -

escalation in Mount Pleasant. As there
are several projects under construc-
tion in the area and demand remains

HEADLEASE
VACANCY (SF)

SUBLEASE
VACANCY (SF)

TOTAL
VACANCY (SF)

TOTAL
VACANCY (%)

T2-MONTH
ABSORPTION(SF)

AVERAGENET
RENTALRATE (PSF)

GROSS OCCUPANGY

INVENTORY COST(PSF)

healthy — as evidenced by the ongoing w A 2,233,551 45,547 10,220 55,767 2.5% 27,636 $24- 548 $40- $67
success of strata office/light industrial S s 1453968 134072 25806 159878 11.0% 89,583 $20-439 $29-453
projects such 35 HOUSS, The Yukon C a0 e e e sees sseen
and The Beltline Off Broadway — deal ' ! ] S A At
Ve|oc]ty ]S expected to resume by Total 4,225,651 200,928 36,026 236,954 5.6% '12,589 -

mid-2020 as more space with closer

HEADLEASE  SUBLEASE TOTAL TOTAL T2-MONTH AVERAGENET ~ GROSSOCCUPANGY
n m market.
A e NVENTORY  yacancy(s)  VACANCY(SF)  VACANCYCSF)  VACANGYCH) ABSORPTINGSP)  RENTALRATEGRSD COSTEPSP)
Annual absorption remained positive =
in 2019 but the amount of positive = AT A O s e e ] T8 M-8 .
absorption in 20201s likely to be less = B 657,159 41,407 0 41,407 6.3% -20,038 §16-35 $25-$50
duetoagap in new development ole 84,851 3,038 0 3,038 3.6% 12,677 $15-$24 $28-539

being delivered in 2020.

INVENTORY HEAD LEASE SUBLEASE ‘ 12-MONTH AVERAGENETRENTAL  GROSS OCCUPANCY
VACANCY (SF) VACANCY (SF) VACANCY (SF) VAGANCY (%) ABSORPTION (SF) RATE (PSF) COST (PSF)
A 4,594,277 59,560 10,220 69,780 1.5% 226,506 $24- 548 $40-567
B ........ o 175,479 ............................ 25'806201,285 ............. . :1'6‘9'621 ........... 5 16_539$25$53 ...........
c ........ o 24[347 .................................. 024’347 .............. o "(;‘2';035 ........... 515_524523_543 ...........
.‘..I;Otal ........ o z 59,336 ........................... 36’02 5 ........................... 2951412 ............ s ,1%’920 S

avisonyoung.com



YALETOWN

Vacancy spikes due to sudden departure of VFX studio

VACANCY AND ABSORPTION
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12-month projection based on 10-year average absorption and 10-year average SAF

VACANCY TRENDS

Vacancy spiked to 3.2% at year-end

2019 from 1.8% a year earlier, due to the
sudden and unexpected departure of
the VFX and animation studio, Moving
Picture Co. (MPC), in December 2019.
Vacancy had hit a record low of 0.4% at
mid-year 2019 with deal velocity being
severely constrained due to limited sup-
ply. Vacancy is expected to tighten early
in 2020, with any space that comes avail-
able tending to lease up quickly. The vast
majority of sublease space available in
Yaletown (42,000 sf) was located in MPC's
former space at 1132 Hamilton Street.

ABSORPTION TRENDS

Negative annual absorption of negative
29,471 sfin 2019 marked the first

time negative annual absorption had
been recorded in Yaletown since 2016.
The departure of MPC was largely
responsible for the swing to negative
annual absorption in 2019, although
smaller spaces had also come back at
1040 Hamilton Street and 1120 Hamilton
Street, respectively, as well as at 1148
Homer Street. Absorption is anticipated
to return to positive territory by mid-
year 2020 as demand for office space in
Yaletown remains strong with competing

bids to lease space when it comes
available becoming more commonplace.

SPACE AVAILABILITY FACTOR

The space availability factor (SAF) refers
to head lease and/or sublease space that
is being marketed, but is not physically
vacant. The SAF fell to 1% (21,101 sf)

at year-end 2019 from 1.5% (30,957 sf)

a year earlier. Hence, the amount of
available space currently being marketed
at year-end 2019 (occupied and vacant)
in Yaletown is 4.2%, or approximately
87,599 sf . The lowest SAF on record,
3,742 sf or 0.2%, occurred at mid-year
2018.

NEW CONSTRUCTION

Boffo Developments’ mixed-use
project, The Smithe, at 225 Smithe
Street (formerly 885 Cambie Street),
will deliver 31,000 sf of new office
space located over three floors in the
podium of a 27-storey condo tower.
The renovation and restoration of 1290
Homer Street will offer up to 28,252

sf of office space on four floors after a

TECK
RESOURCES
LEASED ALMOST
21800 SF AT
1028-1030
HAMILTON
STREET

three-storey addition is built atop the
heritage building. The redevelopment,
dubbed Yaletown Square, is scheduled
for completion in the first quarter of 2021.

MARKET FORECAST

Rental rates rose through 2019 and a
slight escalation in rates is anticipated

to continue into 2020. The market will
remain tight with little relief in the imme-
diate future as demand for quality space
in this competitive market will remain
strong. Deal velocity is anticipated to pick
up slightly in 2020 as the limited availabil-
ities that came up in the back half of 2019
are leased, which should also resultin a
return to positive absorption. Yaletown
remains one of the most popular office
markets in the region despite the popu-
larity of new up-and-coming office nodes
in Mount Pleasant and Crosstown. A large
outflow of tenants from Yaletown to these
new hip precincts has not occurred with
just Relic Entertainment and Slack
relocating outside the market in 2019.

NOTABLE LEASE DEALS - YEAR-END 2013

NANT

Teck Resources
Ingenuity Studios
Archiact (sublease)
Form Body Labs

BUILDING SF
1028-1030 Hamilton Street 21,750
1120 Hamilton Street . 5500 .
858 Beatty Street . 5400
1152 Mainland Street 3,490

DEVELOPER BUILDING

Yaletown Square, 1290 Homer Street
(renovation &3-storey addition)

SF PRELEASE S PRELEASE%  COMPLETION
31,000 0 0% 032020
28,252 (office);

1715 (g%dﬁiegn) 0 0% Q1201

S RN B ) R e

A 576,938 0 42,000 42,000 73% -30,715 1,712
B 1025357 049 0 10,419 10% 341 1808
“ ( .................... 472,077 N 12',“5‘60 .... 1,519 i4,079 3.0% 4,655'“‘““““““. 1,361
fotal 2074372 299 43,519 66,498 3.2% 2041 2001

21,101

AVERAGE NET
RENTAL RATE (PSF)

GROSS OCCUPANCY
COST (PSF)

SAF (%)

0.3% $39.50- 943 $58.50- $61.75
1.8% $32-935 $49.50- $52.25
0.3% $25.50- $28.50 $41- 544

1.0% - -
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Annual absorption constrained as availabilities dwindle

BURNABY

VACANCY AND ABSORPTION
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12-month projection based on 10-year average absorption and known net absorption in new inventory

VACANCY TRENDS

Vacancy slipped to 6.3% from 7.7%

a year earlier, marking the lowest
annual vacancy rate recorded in the
Burnaby office market since 2008. Many
Burnaby tenants continued to expand
or relocate within the market in 2019,
which contributed to the decline in
vacancy. While strong demand for office
space located on or near rapid transit
remained consistent, availability was
severely limited, which led to many
groups considering leasing space in
more traditional business parks that
are not directly on transit. Deal volume
remained elevated in 2019 with many
larger tenants renewing while smaller
user groups leased up available space
at a steady pace. While lease options
remained in some business parks, the
number of options was dwindling. Half
of the total sublease vacancy in Metro
Vancouver is located in Burnaby with
most of that sublease space located

in Telus’ former headquarters at 3777
Kingsway.

ABSORPTION TRENDS

Annual absorption of 126,411 sfin 2019
marked the sixth year in a row that
positive annual absorption was
recorded in Burnaby's office market.
While the amount of office space

CLASS  INVENTORY o)

A 6,368,081 245,410

B 2,081,671 127,924
e

Total 9,318,790 377,553

absorbed has been declining annually
since peaking in 2017, the decrease has
been due to a lack of available options
in the market and not a decline in
demand. A lack of new supply has
further contributed to the reduction in
annual absorption. The majority of
notable deals completed in 2019 will
not commence until mid-2020.

NEW CONSTRUCTION

New supply remains severely
constrained in Burnaby with the only
new office space being delivered in
2020 at The Amazing Brentwood,
which has been preleased by
WeWork. Belford Properties will
deliver 67,000 sf of strata office space
in early 2021 followed by Shape
Properties’ The City of Lougheed
development in mid-2022, which
includes just 21,000 sf of office.
Subsequent phases of The Amazing

DEVELOPER BUILDING

VACANCY
SETTO
DECLINE

FURTHER
IN 2020

Brentwood and The City of Lougheed
scheduled in 2023 and beyond

will offer substantially more office
space as part of the developments.

MARKET FORECAST

Net rental rates increased in 2019 and
will continue to do so in 2020 as demand
for office space in Burnaby remains
strong. Near-record-low vacancy in
Vancouver and limited options in other
surrounding markets have led groups

to increasingly consider locating in
Burnaby. Tenants who have typically only
leased space on a head lease basis are in-
creasingly willing to entertain long-term
subleases due to the frequently more
attractive economics of sublease space.
Absorption will likely stabilize in 2020 as
vacancy continues to tighten and deal
velocity is constrained due to a lack of
options and limited availability.

NOTABLE LEASE DEALS - YEAR-END2019

BC Hydro (renewal & expansion)

:Rise People (sublease)

::TransLink
|

“:Orbis (lient Services (renewal)

:Ricoh (anada

§F

50000
0200
29190
2530
2500
2065
200
200
060
19660
18410
1730
1568
460
14080
10470
9600

SUBLEASE TOTAL TOTAL 12-MONTH AVERAGENETRENTAL ~ GROSS OCCUPANCY
VACGANCY (SF) VACANCY (SF) VACANCY (%) ABSORPTION (SF) RATE (PSF) COST (PSF)
184,289 429,699 6.7% 102,260 $19-934 $34-548
7]417 ...................... 1351341 ...................... 65% ....................... 41983 ..................... $16$24 ................. 530_542 ........
........................................................................... 209'253586,30663%126'4"__ .

avisonyoung.com



RICHMOND

Market rents remain lowest in Metro Vancouver

VACANCY AND ABSORPTION

underway on Keltic Canada’s The
Paramount, a 12-storey office building

18.0% 186,883 \ 200,000 that is proposed to be completed
1600 by mid-2022 and offer 103,560 sf of
o strata office space. South Street
14.0% 150,000 Development Group’s Atmosphere
development will offer 132,900 sf of
12.0% ANNUAL office space for lease in an 11-storey
B o 100000 G VACANCY building, which was purchased by CIBT
= g Education Group in a forward sale.
E = REMAINS
= SEUI- TN . MARKET FORECAST
. Rental rates were stable in 2019 and
4.0% 0 SlNCE 2018 will likely remain so throughout most
of Richmond in 2020. Office space
2.0% along the No. 3 Road corridor is able to
0.0% 50000 command slightly higher rents along
' 2015 2016 2017 2018 2019 2020F ' with class A space in select Richmond
e ACANCY s ABSORPTION business parks, but these rates are ex-

12-month projection based on 10-year average absorption and known net absorption in new inventory

VACANCY TRENDS

Office vacancy in Richmond remained
stable at 7.5% at year-end 2019. Vacancy
was 7.4% a year earlier. Richmond was
the only market in Metro Vancouver
where vacancy remained largely un-
changed in 2019. Tenants were attracted
to the market in 2019 due to reason-
able lease rates and limited options
elsewhere in Metro Vancouver. Many

of the deals completed in the first half
of 2019 came into occupancy by the
end of 2019 and helped offset tenant
relocations that occurred later in the
year. Virogin Biotech occupied 15,680
sfat 135111 Commerce Parkway while
T&T Supermarket vacated 12,512 sf at
6651 Fraserwood Place. Apple vacated

pected to remain the same in 2020 in an
effort to continue to attract new tenants
and retain existing ones. In addition,
landlords are still providing competitive
inducements. Existing tenants will con-
tinue to be able to expand in 2020 while
Richmond remains the only core market
in Metro Vancouver with options for new
tenants of all sizes.

mond since year-end 2010. Large blocks
of space remain available but there are
fewer options compared with 12to 18
months ago. Most existing tenants often
have expansion options available, which
has contributed to maintaining market
stability as growth can often be accom-
modated without triggering a relocation.

NOTABLE LEASE DEALS - YEAR-END 2019
NEW CONSTRUCTION .

BUILDING Sk
Wh'le the timing of the delllvel’y of Sierra Wireless (renewal) 13811 Wireles's'Wé)'/' b 99,800
office space at‘ Yuanheng’s V'eWStar Horton Trading Ltd. 11120 HorseshbéWéy ' 4,480
development is unclear, the first phase of Manulife Crestwood Corporate #6 3,860
Chunghwa Investments’ Bridgeport Ellis Don (expansion) Crestwood Corporate #7 3,000
Business Centre is scheduled to Richmond Chamber of Commerce 13888 Wireless Way 2,950
deliver 130,000 sf of strata office space Apollo Sign & Millwork Ltd. Crestwood Corporate #6 2,650

by the end of 2020. Construction is also

Cryopeak Solutions Corp. 13351 Commerce Parkway 2,410

) ) DEVELOPER BUILDING SF PRELEASE SF  PRELEASE%  COMPLETION
9[’] 22 Sf at 10851 She”bﬂdge Way Wh||e ........................................ V IewStar303'| 3351 No 3R0ad8151(a Stan ........ 2 05141 (omce ...................................... Under .............
Touchstone Family Services occupied Yuanheng Seaview Developments .\ & g(51/8100 River Road ’ second phase) NA NA construction
10,700 f at 3011 Viking Way, While AGS | st BndgeportBumnessCentre(phase1) R e
Foods subleased and occupied 14965 | Momemesmens g4esBeckvithRoad e e AR
sf of flex office space at 13560-13566 Keltic Canada Developmentltd. -~ The Paramount, 6340No.3Road 103560 (office)  Strata | MA eun .
Maycrest Way, the Richmond Chamber South Street Development Group gf{%Ei;phhT:engézzlig:]Ig:tr)bridge Way (part of 132,900 (office) 10,000 7.5% Q32022
of Commerce (2,950 sf) and VersaCold o PR SRR e i
. . Townline Ventures 5591, 5631, 5651 and 5671 No. 3 Road 77,740 (office) 0 0% Proposed
(7,050 sf) occupied space in 13888 g L S v SR S S T
Wireless Way. Gy oligs ot e ] e
. 9080, 9086, 9100 & 9180 Odlin Road and 4420 & "
ABSORPTION TRENDS Jeme PP 0GadenCiyfoad | OO O ] o
Slig htgn egf a ti;]/e an 3 u i | att? slo rpti (?j n of mi- New Continental Properties gﬁ?lsgef:l(s)lf n‘?fljv‘;ﬁ”dg eport Road and 8311 50,527 0 0% Proposed
nUS 734 <f reflected the balanced nature | e L
. YberCity, 7760, 7780, 7800, 7810, 7820 and )
of Richmond's office market in 2019. It TE OB e TB40RerRoad oo ] S
also marked the first time negative annu- | Bene(No.3) Developmentled. - 00N0.3R00d | 64965 0ffice) 0 oo O v Proposed ...
al absorption had been recorded in Rich- | Vaprophnvestments | Lansdowne Centre redevelopment) L O e . Proposed. .
CLASS INVENTORY HEAD LEASE SUBLEASE TOTAL TOTAL 12-MONTH AVERAGE NET GROSS OCCUPANCY
VACANCY (SF) VACANCY (SF) VACANCY (SF) VACANCY (%) ABSORPTION (SF) RENTAL RATE (PSF) COST (PSF)
A 2,895,256 241,027 34,101 275128 9.5% -41,576 $17.75 - $20 $30-$33
B 972,346 33,179 0 33,179 3.4% 21,240 $15-$16
C 348,198 5,897 0 5,897 1.7% 19,602 $14.50-$16 $22.50- 524
Total 4,215,800 280,103 34,101 314,204 7.5%

734
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Vacancy falls to lowest point since 2010 as demand swells

SURREY

VACANCY AND ABSORPTION
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12-month projection based on 10-year average absorption and known net absorption in new inventory

VACANCY TRENDS

Office vacancy slid to 5.2% at year-end
2019 — down markedly from 6.8% just a
year earlier and reaching its lowest point
since year-end 2010 (2.5%). Vacancy has
been declining steadily since 2014 when
it peaked at 23.2%. Ongoing demand
and limited availability in Surrey led to
moderate deal flow in 2019 with several
noteworthy occupancies, including the
Canada Revenue Agency, Vancouver
Career College and Westland Insur-
ance all contributing to the decline in
vacancy. Landlords increasingly have an
upper hand in negotiations with tenants
in Surrey as vacancy continues to tighten
and minimal large-block opportunities
available. Surrey is one of two markets

in Metro Vancouver where there was no
sublease availability at year-end 2019.

ABSORPTION TRENDS

Annual absorption in 2019 slipped to
47,111 sf from 96,007 sfin 2018 as the
number of available options dwindled
and new supply remained constrained.
After a slow start to the year, absorption
was primarily located in class A
properties in the second half of 2019,
including tenancies in phase A of King
George HUB (20,500 sf), 14928 56th
Avenue (9,300 sf), 5455 152nd Street
(9,490 sf) and 7327 137th Street (5,570

sf). Moderate absorption was also noted
in class B properties, primarily 15225
104th Avenue (6,570 sf). Overall demand
for office space in Surrey has resulted

in more than 550,000 sf of net positive
absorption recorded from 2016 to 2019.

NEW CONSTRUCTION

Delivery of The Professional Centre @
South Point was pushed back to mid-

by Spaces (52,000 sf). Lark Group’s
newest strata office tower, CityCentre3,
will deliver in early 2021 and was 50%
available at year-end 2019. Blackwood
Partners’ Tower 2 at Central City has
yet to break ground but is aiming for
completion in the second half of 2023.

RENTAL RATES Century Group has proposed Hol-
TU RlSE land Parkside, which would include
ASVACANCY | a T0-storey, 170,625-sf office building

as part of the mixed-use development.

MARKET FORECAST

Rental rates are expected to continue to
climb in 2020 due to tightening vacancy
and limited availability, particularly for
those tenants seeking large-block op-
tions. The delivery of TPC @ South Point
by mid-2020 will likely moderate further
substantial declines in vacancy, but it is
not anticipated that it will reverse the
downward trend. With no other new
supply for lease coming online until 2021
and the absence of sublease availabilities
in the Surrey market, tenants will likely
face rental-rate increases upon renewal
or face limited relocation options.

REMAINS
TIGHT

NOTABLE LEASE DEALS - YEAR-END2019

TENANT BUILDING Sk
2020 and was 51% preleased at year-end ] King Gearge HUB (phase & o 0067 o
. aces ing George ase |
2019.The development will represent P 9120 phased
the first new office space constructed (anada Revenue Agency CityCentre3 35000
for lease since Gateway Place was Sangha Tone CPA 19933 88th Ave, Langley 10,000
completed in the first half of 2017. PCI Westland Insurance 5455 152nd Street 9,490
Group’s King George HUB develop- | s o
) ) Smythe CPA 19933 88th Ave, Langley 7,000
ment is scheduled for completion by | o LT
the end of 2021 and is 33% preleased Amur Financial Group 10524 King George Boulevard 6,480
& ________________________§ ______§ ____§ N |
DEVELOPER BUILDING SF PRELEASESF  PRELEASE%  COMPLETION
Avondale Development / The Professional Centre @ South Point,
Monark Group 3231 152nd Street 71780 34333 o1% 022020
Croydon Drive Development LLP Southpointe99 (phase 2), 15303 31 Avenue 50,000 50,000 100% 022020
PCl Group FWCU Building, 19933 88th Avenue, Langley 107,000 (office) 79,500 74% 012020
Lark Group CityCentre3, 13761 96th Avenue 119,500 (office) Strata/Lease 50% Q12021
Maple Leaf Homes/Kooner Construction  Cambridge Business Centre, 15315 66th Avenue 80,000 Strata NA Q22021
King George HUB at the Stations (phase B), )
PCiGroup 9900 King George Boulevard (office/retail) 160,000 (office) 52,000 33% 200
Blackwood Partners Tower 2at Central City, 514,000 (office) 0 0% Proposed

10145 King George Boulevard

OLASS INVENTORY HEAD LEASE SUBLEASE 12-MONTH AVERAGE NET GROSS OCCUPANCY
VACANCY (SF) VACANCY (SF) VACANCY (SF) VACANCY (%) ABSORPTION (SF) RENTAL RATE (PSF) COST (PSF)

A 2,074,968 67,082 0 67,082 3.2% 52,104 $28-938 $45-$55

B 626,010 67,739 0 67,739 10.8% -4,993 $20-%25 34-$9

C 205,629 15,446 0 15,446 7.5% 0 $14-518 2.1

Total 2,906,607 150,267 0 150,267 5.2% asm -

avisonyoung.com



NE\N WESTMlNSTER Lone moderately priced office market in Metro Vancouver

200% ‘ 200,000 The upward pressure on rental rates reg-
18.0% istered in 2019 is expected to continue
16.0% 150,000 throggh ZOZQ as vacancy is pred@ed to
continue to tighten as options dwindle.
14.0% Office vacancy throughout the region
o 120%- 100,000 & is at or approaching record-lows in
E 10.0% £ virtually all markets and forcing tenants
2 3 to increasingly consider options outside
g 80%- - 50000 & of more traditional office nodes, which
6.0% - g will likely benefit the market and help
boost the muted leasing transaction
4.0% - i) )
volume that has characterized recent
2.0% 1 , ears. New Westminster is increasing!
QUEEN'SCOURT | o
0.0% ‘ : ‘ ‘ L 50,000 the last centrally located office market in
2015 2016 2017 2018 2019 2020F /625 AGNES Metro Vancouver where tenants can find
STREET OFFERS

options with moderate rental rates and
RARE PROXMTY that are also located on or near SkyTrain
TOSKYTRAN rapid transit.

VACANCY TRENDS year. Panago Pizza Inc.'s occupation of ; i &

10,000 sf in the Anvil Centre in the first
Office vacancy dropped to 9‘5% at half of the year was largely offset by the
year-end 2019, 'dovvn substantially from departure of Vancouver International
13% a year earlier, and was‘ the low- College from 14,800 sf in the Royal
est vacancy rate recorded in the New

‘ . Bank Building at 628 Sixth Avenue.
Westminster market since year-end 2013

(9.3%). While New Westminster has had NEW CONSTRUCTION

the highest office vacancy rate in Metro :
) ) Proposed construction of new office
Vancouver since 2016 (and continues ) ) )
space in New Westminster remains

to hold that distinction), a number of limited. The podium of Wesgroup’s

P ' 9 will include 35,000 sf of office on floors

Fraser Health in Latitude Uptown and ) .
Yorkville University at 88 6th Street. 2and3 W'_th ].5’000 of of retail at grade.
Construction is expected to commence

New Westminster remains the only bal- ) .
: y in the first half of 2020 and complete in
anced office market in Metro Vancouver :
) i ! mid-2023. QuadReal Property Group
with small- and large-block options still X : :
: i ! is currently working through rezoning
available for tenants. New Westminster is i o
: and development permit applications for
one of two markets in Metro Vancouver . :
S its revamped Sapperton Green mixed-
where there was no sublease availability )
use development near the Braid Street

atyear-end 2019. SkyTrain station, which now includes a

ABSORPTION TRENDS 200,000-sf office building and two mid- TEHHT ................. . o . o

mmm /ACANCY — wemm ABSORPTION

12-month projection based on 10-year average absorption and known net absorption in new inventory

Positive annual absorotion of 59,131 rise residential towers with retail on the _Douglas College 625 Agnes Street 6000
sfin 2019 — down sl phtl from 60578 ground floor. Permit approvals pending, _Speed ShiftMedia 960 Quayside Drive 5000
sfin 2018 — marked tghe t>;1ird ear,in construction could be complete by year- | AdPerfect ~_ Anvil Centre A4o00
arow that New Westminster’syofﬁce end 2023. CollectCents 625 Agnes Street A0
The lion's share of absorption in 2019 DEVELOPER BUILDING SF PRELEASESF  PRELEASE%  COMPLETION
was due to the absorption of 26,260 sf by Wesgroup Properties Building 7 @ Brewery District, 268 Nelson’s Court 35,000 0 0% 032023

Fraser Health and 24,330 sf by Yorkville
University in the last six months of the

97 Braid Street (near Braid Street SkyTrain station)
partof Sapperton Green mixed-use redevelopment site

OLASS INVENTORY HEAD LEASE SUBLEASE TOTAL TOTAL 12-MONTH AVERAGE NET GROSS OCCUPANCY
VACANCY (SF) VACANCY (SF) VACANCY (SF) VACANCY (%) ABSORPTION (SF) RENTAL RATE (PSF) COSTPSF)

A 780,114 74,627 0 74,627 9.6% 22,650 $26- 934 $41- 549

B 700,684 71,939 0 71,939 10.3% 36,481 $16-522 $31-$37

C 207,774 14,501 0 14,501 7.0% 0 $13-516 $23-%28

Total 1,688,572 161,067 0 161,067 9.5% 59,131

12 Partnership. Performance



Strongest office leasing environment in past 15 years

NORTH SHORE

VACANCY AND ABSORPTION
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12-month projection based on 10-year average absorption and known net absorption in new inventory

VACANCY TRENDS

Strong office leasing activity pushed
vacancy down to 7.4% at year-end 2019
- a significant decline from the 10.3%
recorded just one year earlier. Additional
factors contributing to the decline includ-
ed a lack of new supply and the pending
demolition of the Northmount medical
buildings, which is causing tenants to
relocate to other buildings on the North
Shore. The expansion of existing business-
es as well as new tenants entering the
North Vancouver market elevated deal
velocity in 2019. Businesses seeking space
in Central and Lower Lonsdale have very

nade, tenants continued to vacate space
at the Northmount medical buildings
and generate negative absorption.

NEW CONSTRUCTION

The Lonsdale, which has 13,890 sf of
office space in the podium of a mixed-
use development, is 60% preleased and
is scheduled for delivery in mid-2020.
Millennium Central Lonsdale, which
will be built on the site of the former
Northmount medical buildings, features
a 26-storey residential tower as well as

a five-storey mixed-use building with
34,000 sf of office space on the second

DARWIN'S

NEW STRATA
OFFICE PROJECT
INCENTRAL
LONSDALE - THE
OFFICES AT
LONSDALE
SQUARE

FORECAST

Upward pressure on rental rates started
to manifest in 2019 and will continue
into 2020 as a result of reduced vacancy
and no new supply, which will result in
increasingly limited options for tenants.
Vacancy will drop substantially in 2020
due largely to the demolition of the
Northmount medical buildings and

the removal of the two buildings from
inventory. Deal velocity is likely to slow
in 2020 as the lack of options constrains
leasing activity, which will likely translate
into a fairly rapid decline in the annual
absorption recorded during 2020.

NOTABLE LEASE DEALS - YEAR-END 2019

NAN BUILDING SF
limited options. Sublease vacancy was and third floors. The project is set for B e N e
minimal in 2019, while preleasing activity completion in late 2023. Darwin’s re- Se;/;mpqrﬂgalth Centre (new & expansion) 21 WestEsplanade 22390
in The Lonsdale, the only new office branded mixed-use development, which Acdiona .(@I'lad‘al ~~~~~~~~~~~~~~~~~~~~~~ %80 West st Street ... 12410
supply for lease being delivered until at includes the five-storey The Offices at Dakeryn Industries 24 WestEsplanade 6,940
least 2022, remained steady. Lonsdale Square, will offer 70,000 sf Lakes, Whyte LP . 1308 Lonsdale Avenue 6,030
of strata office space when completed Quay Property Management . 132WestEsplanade = 4170
ABSORPTION TRENDS in 2021. The Silver Harbour Seniors’ Pakage Appare renewal) 9B0WestIstStreet 3930
Annual absorption of 41,669 sfin 2019 Activity Centre will be located on the CorporateTraveller (renewal) 221 WestEsplanade 3,010
marked the most annual absorption second floor. North ShoreSmile ... 138 East 13th Street 2,995
recorded on the North Shore since 2007 IEEEESSS————" S B B B
and the second year in a row with annu- DEVELOPER BUILDING SF PRELEASESF ~ PRELEASE%  COMPLETION

al absorption in excess of 38,000 sf. The

! . Hollyburn Properties The Lonsdale, 1301-1333 Lonsdale Avenue 13,890 8,400 60% 022020
absorp‘uon of 80[668 sf durmg the DAST | e e e e L
24 months was the result of one of the Darwin Properties The Offices at Lonsdale Square 70,000 (office) Strata 26% sold Q22021
strongest North Shore office leasing mar- | ytilennium Development iennium Centra Lonsdale, 34000 office) 0 0% 012023
ketS Ofthe paSt ]5 years'wh”e ACCiOl‘Ia ................................................................ e R R LR LR R R R

i Concert Properties 801, 889& 925 Harbourside Drive TBD 0 0% Proposed
Canada occupied 12410 sfat 980 West | o™ O e 8RRl A S
1st Street and Seymour Health Centre The Tseil-Waututh Nation & North Shore Innovation District, 80 0 o% Proposed
Darwin Properties 2420 Dollarton Highway P

occupied 22,390 sf at 221 West Espla-

OLASS INVENTORY HEAD LEASE SUBLEASE TOTAL TOTAL 12-MONTH AVERAGE NET GROSS OCCUPANCY
VACANCY (SF) VACANCY (SF) VACANCY (SF) VACANCY (%) ABSORPTION (SF) RENTAL RATE (PSF) COST (PSF)

A 871,813 47,167 0 47167 5.4% 49,655 $24- 935 $40-$50

B 481,395 46,698 5110 51,808 10.8% 7,392 $17-§23 $26-$38

C 97,690 8,221 0 8,221 8.4% -594 $15-$19 $24-5$33

Total 1,450,898 102,086 5,110 107,196 7.4% 41,669
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SUBURBAN DEVELOPMENT TIMELINE (TO 012021)

THEBELTLINE OFF BROADWAY, FWCU BUILDING, SOUTHPONTE 99 (PHASE 2) THE LONSDALE, TPC @ SOUTHPOINT, THE SMITHE,
240-260 WEST 8THAVENLE 19933 88TH AVENUE 16303 31ST AVENUE 1301-1333 LONSDALE AVENUE 3231152ND STREET 225 SMITHE STREET

(112020 (2 2020 (2 2020 []3 2020

Cy Vancouver-Broadway Langley Surrey North Shore Surrey Yaletown
. Croydon Drive ' Avondale Development/
DEVELOPER  Rendition Developments PCl Group Development LLP Hollyburn Properties Monark Group Boffo Developments
STOREYS 4 6 4 1 floor 4 3 floors
OFFICE SF 32,898 105,000 50,000 13,890 71,780 31,000
OFFICE 62,500 sf - First West Credit Union 50,000 sf- 6,100 s - Dr. Fashid Shabazi 1663U4n;f,52c|:,§2ds£§,;,igo sf- »
TENANTS Strata 10,(7)0(% BfoSaSnn(_l;tahT:g; A(PA GroupHEALTH 2,300 5f-Dr. Shahin Nabi (ENT) 0,496 - Sideways Holding Inc No tenants at this time

7,203 sf - Medical tenant

OCCUPANCY 89% sold 74% 100%

THE WORKSHOP, 510 WEST BROADWAY THE YUKON, THE AMAZING BRENTWOOD BRIDGEPORT BUSINESS VIEWSTAR,
161EAST ATH AVENUE 2238 YUKON STREET (PHASE 1) . CENTRE (PHASE 1) 3031- 3351 NO.3ROAD

W :v“ .kz mh

14 2020 04 2020 04 2020 04 2020 04 2020 04 2020
CITY Vancouver-Broadway Vancouver-Broadway Vancouver-Broadway Burnaby Richmond Richmond
) . ) Yuanheng Seaview
DEVELOPER Mondivan Pacific Crown Management Chard Development Shape Properties Chunghwa Investments Developments
STOREYS 7 7 4 Podium (tower 3) n 1
OFFICE SF 55,011 41,262 54,492 77,000 130,000 205,141
OFFICE . 41,262 sf - o
TENANTS 5,483 sf - Mondivan City of Vancouver Strata 77,000 sf - WeWork Strata No tenants at this time

OCCUPANCY 10% 100% 55% sold 100% 29% sold 0%

THE CENTRE AT SUN TOWERS, 9131 MANTOBA STREET CITYCENTRE 3, MAIN ALLEY (M2) YALETOWN SQUARE, CITYLINK,
4450 BERSFORD STREET 13775 96TH AVENUE TI4 EAST 4TH AVENUE 1290 HOMER STREET 525 WEST 8TH AVENUE

=5

012021 [ETN

CIy Burnaby Vancouver-Broadway Surrey Vancouver-Broadway Yaletown Vancouver-Broadway
DEVELOPER Belford Properties Wesgroup Properties Lark Group Westbank / Hootsuite Private developer Vanlux Development
STOREYS 4floors in podium 4 10 8 3 floors (addition) 8
OFFICE SF 67,000 48,030 119,500 170,543 17,115 62,657
OFFICE 48,030 sf - 70,000 sf - WeWork L _
TENANTS Strata AbCellera Biologics Strata 67,300 - Zymeworks No tenants at this time No tenants at this time
OCCUPANCY 90% sold 100% 50% sold 81% 0% 0%
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BC ECONOMIC OUTLOOK MUTED IN 2020 AS READWINDS PERSIST

SPECIAL FEATURE

While British Columbia is expected to
lead Canadian provinces in terms of
GDP growth in 2020, that growth will be
moderate following a slowdown in 2019
as weak global economic growth, trade
uncertainty and a lacklustre Canadian
economic outlook continue to hinder the
province’s performance, according to the
Business Council of British Columbia
(BCBC), Conference Board of Canada
and Central 1 Credit Union.

According to the Conference Board

of Canada’s Autumn 2019 Metropolitan
Outlook Report, BC's economy is projected
to grow by 2.6% in 2020, which would
keep BC among the top three provinces

in terms of growth in 2020 thanks in large
part to its strong labour markets and
employment gains in the province's ser-
vice sector. The report also indicates that
Vancouver will continue to be one of the
country’s top-performing metropolitan-ar-
ea economies. With a weak housing mar-
ket tempering BC's economy, according to
the Conference Board of Canada, projects
such as LNG Canada’s liquefied natural
gas terminal and the Trans Mountain
Pipeline expansion will provide a boost to
the province’s fortunes.

Central 1 Credit Union's Economic Analysis
of British Columbia (Vol. 39, Issue 6): BC Eco-
nomic Forecast Update 2019-2022 released
in December 2019 forecasted provincial
GDP growth of 3% in 2020 after slowing
t0 2.1% in 2019 as a result of the province's
export-related headwinds and declining
retail spending. Weak global economic
growth, trade uncertainty and a soft Ca-
nadian growth profile will remain factors
impacting BC's economy in 2020 and

2021. Weak export activity has been a drag
on the BC economy with the crisis in the
province's forestry industry and declines in
mining exports two key contributing fac-
tors. Retail spending underperformed in
2019, according to Central 1 Credit Union,
and is expected to grow by less than 1% in
2020 - the lowest since 2009.

However, a strong labour market,
government spending and growth in
professional services — specifically in the
high-tech sector — has driven up building
investment in 2019, especially in Metro
Vancouver, and that will continue in 2020,
reported Central 1 Credit Union.“Non-res-
idential permits rose 35% during the first
three quarters [of 2019], driven by gains in
commercial office towers, and govern-
ment investments!”

Central 1 Credit Union forecasts that BC's
economy will remain “moderately strong”
in 2020 and exceed the national growth
rate."A weak global economic environ-
ment and downturn in the forestry sector
will continue to hamper exports, with
growth of only one per cent annually
through 2021. Growth in service exports,
particularly in technology services, and
non-commodity goods will continue

to provide support given a favourable
Canadian dollar and low-interest-rate
environment”

Major project investments underpin BC's
growth forecast, according to Central 1.
"The ramping up of construction on the
$40-billion Shell-led LNG Canada project
near Kitimat and the associated pipelines
over the next five years will support the
capital investment cycle, although a
portion will be offset by imports of equip-
ment and pipes required for the project.
Other ongoing projects include the BC

ECONOMIC
OUTLOOK

FOR BRITISH
COLUMBIA*

c®
2018
2.4%

*Real GDP growth; estimated
and forecasted

Source: Business Council of
British Columbia

Hydro Site C dam; hospital and school
construction; and various public works
projects which will add to this upward
cycle ininfrastructure spending!’

The BCBC had originally forecast BC's
economy to grow by 2.2% in 2020, but in
its Q1 2020 BC Economic Review and Out-
look report, the organization downgraded
its forecast for 2020 to 2% citing “several
economic indicators are weakening and
collectively point to a softer outlook for
near-term growth!

The province's economic expansion was
unlikely to fall to less than 2% in 2020

and “will be good enough to outpace
most other provinces, supported by large
increases in the population and non-resi-
dential construction activity,"according to
the BCBC."BC’s diversified economy also
helps, with tourism, film and television,
transportation services and other service
exports continuing to expand at a healthy
clip!”

The BCBC also cut its 2021 forecast to 2.3%
from 2.4%.

“In spite of the downgrades, we judge

the BC economy to be resilient," writes the
BCBC.“Population growth, the stabilization
of the residential real estate market after
two years of turbulence and price drops,
buoyant non-residential construction, a
list of sizable engineering projects, the

fall in mortgage interest rates — given
these factors it is hard to imagine real GDP
growth falling much below 2%, short of a
major slump!’

“The BC economy could even surprise on
the upside, especially in 2021. That said,
the widespread and concomitant deteri-
oration in many current indicators points
to a further softening of the near-term
outlook!”

avisonyoung.com

15



continued from page 1

markets in 2020 through 2023. The absence of vacant new supply delivered
to the market in 2018/19 led to the highly constrained market conditions
that will likely persist into 2022. Approximately 61% (2.29 msf) of new
downtown office space currently under construction (3.74 msf) to mid-2023
was preleased at year-end 2019, including Amazon taking the remainder

of The Post (704,000 sf) in the largest office lease deal in Vancouver history.
More than 305,000 sf of strata office space was sold in new downtown office
buildings delivering through 2021. This upsurge in demand has prompted
planning for a second downtown development cycle that would kick off in
2024 and likely run through 2025. Market conditions will clearly determine
whether this second development cycle materializes in 2024, but developers
are positioning themselves to have projects in the pipeline ready to com-
mence should ongoing demand exhaust the new supply being delivered in
the next 36 months.

A similar scenario is unfolding in the Vancouver-Broadway market with more
than 1.1 msf of new space for lease under construction and set for delivery
by 2022. Approximately 28% of the space is preleased; however, the figure is
expected to rise quickly as ongoing lease negotiations are completed in early
2020. More than 217,000 sf of new strata space has been presold (56%) in
new office and office/light industrial buildings completing through 2024.

Supply issues in other Metro Vancouver office markets remain acute, partic-
ularly in Burnaby, which only has 98,000 sf of new office space for lease and
67,000 sf of strata coming online through 2022. New supply in Richmond
through 2022 remains largely limited to strata office. Much of the new office
space under construction in Surrey is preleased/presold through 2022, while
markets such as New Westminster and the North Shore have little to no new
office space delivering in the next 24 to 36 months.

At year-end 2019, there was just 328,009 sf available for sublease outside
Downtown Vancouver, while Downtown sublease space totalled 91,080 sf for
a total of 419,089 sf or 18.4% of the overall vacancy region-wide — up from
15.9% a year earlier. Burnaby continues to have the most sublease vacancy

in Metro Vancouver with a single building making up 32% of the region’s
total sublease vacancy. There is more sublease vacancy in 3777 Kingsway in
Burnaby than in Vancouver-Broadway, Yaletown, Richmond and on the North
Shore combined.

The next 12 to 18 months will be defined by record-low vacancy and escalat-
ing rental rates as Metro Vancouver (and Vancouver in particular) undergoes
the growing pains of emerging on the world stage as a legitimate destination
for global technology firms and professional services providers. While the
market was unmistakably tilted in favour of landlords and building owners at
year-end 2019, this dynamic will slowly begin to shift back towards equilib-
rium as developers increasingly compete with each other to secure prelease
commitments to build leasing momentum in their respective projects.
Absorption will be highly constrained in 2020 with few tenants able to expand
in existing buildings and no meaningful amount of new supply coming on
stream until 2021. This unprecedented shift in market dynamics will intensify
through 2020 as the region grapples with its new status as an emergent global
technology hub. =

VACANT SUBLEASE SPACE
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For more information, please contact:

Michael Keenan,

Principal & Managing Director
Direct Line: 604.647.5081

michael.keenan@avisonyoung.com

Andrew Petrozzi,

Principal & Practice Leader, Research (BC)

Direct Line: 604.646.8392

andrew.petrozzi@avisonyoung.com

Avison Young Office Leasing Team

Nicolas Bilodeau
nicolas.bilodeau@avisonyoung.com

Robin Buntain*
robin.buntain@avisonyoung.com
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fergus.cameron@avisonyoung.com
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james.lewis@avisonyoung.com

*Personal Real Estate Corporation
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Jason Mah*
jason.mah@avisonyoung.com
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justin.omichinski@avisonyoung.com
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brian.pearson@avisonyoung.com

Ronan Pigott*
ronan.pigott@avisonyoung.com
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Terry Thies*
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lan Whitchelo*
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stephanie.yeargin@avisonyoung.com

#2900-1055 West Georgia Street

Box 11109 Royal Centre
Vancouver, BC V6E 3P3, Canada

AVISON
YOUNG

avisonyoung.com

SBEST
SMANAGED
SCOMPANIES

Platinum member

© 2020 Avison Young. All rights reserved.

E. & O.E: The information contained herein was obtained from sources that
we deem reliable and, while thought to be correct, is not guaranteed by
Avison Young Commercial Real Estate (B.C.) Inc.; DBA, Avison Young.




