Edmonton CRE investment tops $1B
so far in 2017
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Edmonton’s market is staging a recovery from the economic slump that plagued
Alberta over the last two years according to a mid-2017 analysis of commercial
real estate investment by Barclay Street Real Estate.

The volume of real estate investment in office, retail, industrial, multiresidential and ICI (industrial, commercial and investment) and residential
land investment from January to June totalled $1,081,185,654, compared
to $712,824,783 for the same period in 2016.

The office transactions for the first half of 2017 total $149 million, up from $45.5
million during the first half of 2016. The average building price per square foot was
$201, down from 2016’s $272 and considerably lower than 2013’s boom-time $290
level.
Industrial investments have experienced a “small lift” according to the Barclay
report, showing year-over-year increases of 23 per cent. About 46 per cent of those
sales were in the $1- to $3-million range.

“I think there’s been a fairly dramatic sense of increased activity in the
last nine months or so —increased activity, increased urgency of decision
making. I think that maybe has surprised a number of people, including
myself,” says Doug Grinde, Edmonton-based vice-president of Barclay Street.

Multi-residential transactions over $1 million clocked in at $324,711,000 for the
first six months of the year with 18 transactions made. Last year, the total volume
was $463,718,535. The average price per unit slumped slightly from $134,309 to
$132,148.

“I think the market has digested what it had to from the drop in oil prices
and the economy pullback and the change of government a couple years
ago.”

ICI land investment showed a 35 per cent year-over-year increase, according to the
Barclay report, coming in at $67 million.

Although overall investment is showing strength, the pace of sales varies
from classification to classification and geographically through the city.

But residential land sales of $43,060,300, compared to last year’s $126 million,
showed a marked drop in activity and dollar volume. The report notes this was the
only asset class to show a decrease year-over-year.

Retail investment has been particularly strong with three sales valued at
more than $30 million each. In the first six months, retail transactions over
$1 million stood at $304 million. In 2016, full-year sales were $483 million.

The land sale issue is a wait-and-see strategy on the part of developers who want to
ensure they can get the price they need for their land, says Grinde.

“Very high prices” despite tough times
Grinde says retail property investment has been quite strong, even through
tough times.
“Properties have commanded very high prices. Compared to where they
were selling before the economy slowed down there hasn’t been a dramatic
decrease at all in prices. If anything it stayed steady or increased.”
Burgeoning development along the downtown 104th Avenue corridor, from
the new Royal Alberta Museum to the Brewery District, has opened up
opportunities, says Grinde. What will be interesting is whether those retail
users are new to the market or moving from elsewhere in the city.
The office property market has been challenging throughout Alberta.
Edmonton now faces a high vacancy rate downtown, in the 15 to 18 per
cent range, with the development of new skyscrapers in the area around the
new Rogers Place arena.
“Office is a big question mark at this point with a lot of the vacant spaces
coming up,” says Grinde. “Some of the suburban offices have held up well.
Some of the rates dropped off a little bit but not that dramatically, versus
some of the downtown buildings.”

Office market busy
There has been plenty of office activity. One REIT sold five properties, says
Grinde. He says they were in the B and A classes.

“There’s growth, but it’s deliberate,” he says.

“Status quo” for Edmonton in near future
Grinde says he doesn’t expect the trend to vary over the last half of 2017.
“I think we’re going to see status quo with an uptick,” says Grinde. “Barring a
dramatic drop in oil prices, or NAFTA really goes off the rails, or something really
impactful from outside the province, you’re going to continue to see a gradual
uptick.”
That should continue in 2018, he says. “I think it will be interesting to see what
happens, assuming oil stays where it is, as we approach the next provincial
election,” in 2019.
Grinde says the change in government, from the long-running Progressive
Conservative tenure to the New Democrats, had an impact on the real estate market.
Some potential players stayed on the sidelines until they decided life hadn’t ended
after the 2015 election.
“I think there’s maybe the attitude that there’s a limited time frame with the
government now and the market has digested that. If that time frame isn’t limited, I
think there’s going to be another wave of what we saw before . . . uncertainty.”
Barclay Street Real Estate is a commercial real estate brokerage and property
management firm with offices in Calgary and Edmonton. The firm does quarterly and
annual analysis reports on the market and trends.

