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Real Estate in Edmonton

Edmonton has always appeared to be a market driven by oil and 
gas feasts and famines. Is that still the way it is or has the market 
changed? Here are our thoughts on what is driving

There has been much written over the past 
several years about the state of the economy in 
Edmonton and Alberta and the dire straits that 
are gripping the Province.  Yet when we peel 
back the layers of economic data, we find that 
the labour market in Edmonton has stabilized, 
there is growth in the high wage sectors of the 
economy and the previous job losses in this area 
have begun to reverse.  Manufacturing sales are 
up 8.5% through the first three quarters of 2018 
and are at a four year high (Alberta Finance).  

Major distribution centers have been announced 
and are under construction.  There is a flight to 
quality for office users in downtown Edmonton. 

What is the real story when you drill down 
on the market and are there opportunities 
that are being ignored because of the neg-
ativity surrounding the oil and gas sector? 

With a recent provincial and upcoming federal 
election, should investors wait on the sidelines 
to get certainty on the Government priorities 
for business growth or are they likely to miss 
opportunities by being on the sidelines waiting 
for a changing Government.  Is it really going 

to matter which party comes to power because 
it will take years to deal with pipeline access, 
carbon pricing effects and ramifications of 
municipal property taxes that are beginning 
to take their toll on bottom line profitability of 
Edmonton area businesses? 

We would like to offer our thoughts on the 
Edmonton market and our opinion on each of 
the segments of the market.  Our opinions come 
from our sales professionals who are dealing on a 
day to day basis with clients in the marketplace.

Through several round table discussions, we 
have gathered our sales professionals’ opinions 
and tried to distill them down to a consensus 
about where we see investment activity in the 
Edmonton market and why.  Where there is no 
consensus, we have attempted to give you an 
overview of the differing opinions.

We hope you find this useful as you look at 
opportunities in the Edmonton market over 
the next twelve months, and as always, we look 
forward to our conversations and debates with 
you as we help facilitate your activity in the 
marketplace.



We have managed to come through the downturn because of 
major infrastructure spending and the development activity in the 
downtown core.  What’s next?

The Edmonton real estate market came out of a 
twenty year lull in the mid-2000’s on the back 
of unprecedented capital spending in the energy 
and public sectors.  This catch-up phase led to 
incredible value growth in the commercial real 
estate sector and cushioned the area from the 
recessions of 2008 and 2015.  

As we look forward, the latest economic trends 
in Edmonton indicate that employment in the 
Edmonton Metro area has stabilized and begun 
to expand in the second and third quarter of 
2018.  It was expected that Real GDP would 
increase again by 2.7% in 2019.  However, with 
the curtailment of oil production late in the year 
aimed at reducing the price differential to WTI, 
several groups have moderated their opinions 
from this November forecast.  It seems likely that 
unless there is a shift in the pricing differential 
strategy, GDP may have to be revised downward 
into the 2.0% range.

Over the past twelve months, there has been 
growth in high wage sectors and the sector is 
beginning to recover from the losses experienced 
in 2015.  We believe this is a significant indicator 
of the state of the economy since most of the 
job recovery over the preceding two years was 
based upon part time low wage job growth.  It 
is also anticipated that inflation will slow which 
will preserve the real value of incomes and 
wage growth that is being experienced by the 
workforce.  

Although there has been a reduction of oil 
production, Alberta still has to find a way to 
increase oil transport volume in order to access 
world markets and shrink the differential to WTI 
pricing based upon industry fundamentals rather 
than market intervention.  Over the next few 
years, Alberta’s downside risk continues to be 

caused by Energy sector challenges.  

Overall housing starts are flat and will likely not 
increase until the inventory of existing housing 
is depleted and velocity in the market returns.  
We anticipate this imbalance will correct itself 
over the next two years if population growth 
increases.

As mentioned previously, manufacturing sales 
are at a four year high and are up 8.5% through 
the first three quarters of 2018 (Alberta Finance).  
There have also been several major build-to-
suits announced/recently completed (Amazon 
– 1,000,000 SF and Ford – 400,000 SF) in the 
industrial sector that are located outside of 
Edmonton in Leduc County.  

The office sector is experiencing an interesting 
change in dynamics as there is a flight to quality 
as tenants are looking at newer product with 
greater efficiencies and amenities.  This has 
resulted in increased vacancy in older product 
and the increased conversion activity in the 
downtown core and surrounding areas.  The 
suburban trend is being driven by a different 
dynamic as the spike in the Suburban vacancy 
rates is primarily due to new product coming on 
line.

Retail sales are still healthy due to stable wage 
rates but there is also evidence that they might 
be propped up due to increasing prices.  An 
interesting trend over the past year is that major 
purchases for things such as motor vehicles 
are off from previous years but expenditures in 
food and beverage continue to be healthy.  This 
is perhaps an indication that although there is 
discretionary income in the market place, people 
are still not confident in the overall recovery that 
they are willing to spend for large ticket items. 

Edmonton



2.0% RANGE 
REAL GDP REVISED 

DOWNWARDS

HOUSING STARTS 
ARE FLAT 

CORRECTION OVER NEXT 
2 YEARS IF POPULATION 

GROWTH INCREASES

ECONOMIC 
TRENDS

MANUFACTURING 
SALES UP 8.5% 

SALES ARE AT A
FOUR YEAR HIGH

GROWTH IN HIGH 
WAGE SECTORS

 

 
SLOWER INFLATION WILL 

PRESERVE THE REAL VALUE OF 
INCOMES

HEALTHY RETAIL 
SALES 

 
MAJOR PURCHASES FOR THINGS SUCH AS 
MOTOR VEHICLES ARE OFF FROM PRIOR 
YEARS BUT EXPENDITURES IN FOOD AND 

BEVERAGE CONTINUE TO BE HEALTHY

FLIGHT TO 
QUALITY

 

 
OFFICE SECTOR SEEING DEMAND 

FOR NEWER PRODUCT WITH 
GREATER EFFICIENCIES AND 

AMENITIES



INDUSTRIAL MARKETPLACE
Is the shrinking inventory going to lead to more spec activity and 
land sales or is there an opportunity to invest in less functional 
buildings and repurposing?  How do we see this playing out over the 
next twelve months?
The Edmonton industrial sector appears to be at a 
crossroads.  The Anthony Henday Ring Road has 
been completed and it has shortened drive times 
to all geographical sectors of the City.  Along with 
this fundamental change, industrial areas within 
the Anthony Henday are approaching full build-
out and there is a significant cost differential 
related to property tax expenses being less 
outside of the City of Edmonton.

With the recent recession and general slowdown 
in the energy sector, rents and land pricing per 
acre have generally been flat over the past five 
years.

On a positive note, over the past twelve months, 
sales volumes for Owner/User, Multi-bay and land 
have been moving to higher levels.  We believe 
that the trade off on this is that pricing per 
square foot has moved lower due to a softening 
in the rental rates on sold product.  We do not 
foresee that there will be much upward pressure 
on pricing over the next twelve months unless 
net operating incomes increase significantly.

The increasing land sales volumes may reflect 
a belief that leasing activity is getting healthier 
and developers are getting ready for a new 
development phase as vacancy levels moderate 
and local users are becoming more active.  At 
this point in time, it appears the market is 
being driven by local buyers and users that are 
anticipating increasing business activity.

Two significant trends that we anticipate will 
begin to change the market fundamentals are 
that the Leduc/Nisku sector will continue to 
attract big users due to its lower tax cost and 

proximity to transportation and the airport.  
The second being that inner City properties are 
going to have downward pressure on pricing 
due to age and higher tax cost.  Evidence of this 
trend has been the recent transactions for the 
Ford Distribution Centre and Amazon Fulfillment 
Centre in the Leduc area.

We believe that pricing is going to be flat over 
the next twelve months and vacancy is going 
to continue to decrease slowly in the modern 
warehouse product category.  There will be 
challenges with older inner city product and there 
might be opportunities to convert properties 
that could be purchased at a price points below 
$100 psf and utilized by local services firms with 
rents in the $6.00 to $8.00 range.

The Edmonton industrial market has reached a 
critical mass that will allow it to be less affected 
by swings in the oil and gas sector but it will take 
time for institutional investors to understand 
this and begin to adjust their perceptions of the 
market.  During this transition, we expect long 
term hold players will be vending some properties 
in order to cull portfolios with Alberta weighting 
as we believe these owners do not see enough 
upside or have the local expertise to repurpose 
these assets.

Most out of province investors see risk in Alberta 
and they need higher returns than what is in play 
now and that has been part of the reason for the 
flat market over the past two years.
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OFFICE MARKETPLACE
Is the flight to quality over since there are very few pockets of space 
left in the new properties and will there be investment opportunities 
in the market to utilize some of the older buildings for office space? 

Although this segment of the market had an 
increase in sales volume in 2018, it was heavily 
influenced by the sale of the Edmonton Tower at 
a price of $400,000,000.  The Enbridge Tower 
that was the next largest sale at $22,000,000 is 
being converted into a combination Hotel/Long 
Stay Hotel.

The downtown vacancy rate and the age of the 
underlying product has led to a large number of 
conversion projects in the core.  The conversions 
contemplate a variety of uses from lodging to 
residential and senior housing uses.  The HSBC 
Building that was recently purchased by AIMCO 
is being completely retrofitted and will be partly 
occupied by AIMCO upon its completion.  

The transaction volume over the past several 
years in the downtown area has been a mix of 
low price sales that will allow for the conversion 
of the product into alternative uses or retrofits 
to a limited number of pure office investment 
sales with record high price points.  Due to the 
relatively small size of pure investment product 
in the core, we are likely going to see more 
speculative sales on challenged product over 
the next twelve months.  Due to the lower prices, 
most of the purchasers will be able to hold the 
product with the vacancy and have time to 
determine their best course of action.

The rising suburban vacancy rate is more of a 
traditional supply/demand issue.   Several new 

buildings were brought into the overall inventory 
of Summerside and areas south of the Anthony 
Henday.  Similar to the downtown market, 
numerous tenants moved into these newer 
buildings and left older space behind.  The move 
of one of the larger suburban tenancies, Electronic 
Arts, into the downtown core in 2019 will lead 
to another spike in vacancy in the suburban 
office market over the next twelve months.  We 
anticipate that there will be strong downward 
pressure on suburban rental rates over the next 
year and we do not anticipate much investment 
activity on the older product in the suburbs.

Will the changing demographics of workers mean 
a shift away from car commuters and result in 
suburban office product being clustered over the 
medium term near transit or suburban residential 
density?

We do not anticipate much investment activity in 
this area unless there is an end game in play for 
the purchaser.  This may mean buying product 
below replacement cost in well located properties 
with the aim of retrofitting into other uses or 
perhaps lower cost office product.  It may also 
entail strategic purchases for newer, fully leased 
product that fits into a portfolio strategy.

In general, the volatility in the office investment 
market is not likely going to subside in the near 
term as different players are looking for different 
things in their investment strategies.
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RETAIL MARKETPLACE
Although volumes have been down over the past year, there is still a 
high buyer demand for product below the $10 million price point.  Is 
this still the market or will there be movement for the bigger assets 
to take advantage of redevelopment/density opportunities for 
under-performing assets?
The Edmonton retail market is really the tale of 
two segments.  The institutional players who are 
focused on grocery anchored or power center 
plays compared to the local risk takers who are 
focused on assets that are priced under $10 
million.  We believe the overall market over the 
next twelve months will continue to be driven by 
fewer institution grade transactions.

There are a few fundamental issues in the sector.  
Retail sales growth has been flat over the past 
several years which is an indication of consumer 
caution.  With fewer rooftops going up we see 
mixed messages coming from the grocery 
sector.  With the trend to pushing out their store 
openings, we anticipate a slowing down in green 
field land sales as grocers become cautious with 
their capital outlays.

The much anticipated growth in Transit Oriented 
Development areas has been slower to come to 
fruition as groups maneuver through the planning 
and zoning phases.  It is also unclear how this 
will play out over time since the Century Park 
site in south Edmonton has taken much longer 
to develop potential density than originally 
envisioned.  

It should also be noted that the final phase of the 
ICE District has been delayed due to a redesign 
of the lower podium to take out density.  The 
Downtown Core rental market has mainly been 
driven by local food and beverage groups that 
are likely unable to afford the higher rents 
demanded by the new development.  

Recent transaction history indicates that deal 
size is trending downward and is in the category 

of general retail rather than shopping centres.  
We believe this trend is going to continue and we 
anticipate well located street front locations in 
Downtown, Whyte Avenue and 124th Street that 
are poorly tenanted to be potential opportunities 
for local investors.   The investors that are looking 
at smaller assets in good locations that can 
be upgraded and aimed at local retailers with 
unique product offerings (food, craft breweries, 
boutique fitness etc.) should be active in the 
market.

Although the institutional players have been 
quiet over the last few years, good quality assets 
will always sell in the Edmonton market.  To this 
end, institutional assets that come on the market, 
will continue to be priced aggressively.

We believe the disconnect that exists in the 
market is there does not appear to be too much 
room for rental rates to move higher to justify the 
low Cap Rate environment.  Until there is some 
upward movement on bottom line performance, 
we think that deal volume for larger assets will 
continue to be lethargic.

As the retail buyer experience continues to 
evolve, we will see a growing trend for both 
retailers and developers looking to repurpose 
assets.  The continuing innovation of retailers is 
creating changes in the nature of retail assets.
On the sell side, it appears that most groups that 
will be selling are more risk averse and they are 
unwilling to reinvest in their properties.

As a final note, anyone looking to invest in retail 
assets should remember the concept that retail 
will always be location, location, location.
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MULTI-FAMILY MARKETPLACE
There is still a demand for concrete high rise at low Cap Rates.  Is 
this going to continue or do we see the market evolving where older 
underperforming assets in need of Capex become more prominent.

In the Edmonton marketplace, nine high-rise 
properties sold in 2018 at an average cap rate 
of 3.62 percent. These nine sales represent a 
combined total of 1,221 units and $331,516,000 
in volume. Drivers of these transactions include 
investor flight to quality amongst uncertainties 
in the provincial economy, and pent up demand 
for concrete institutional quality properties, both 
new and old. 

The average price per high-rise unit ($251,021) 
is almost double that of wood-frame walk-up 
apartment building units built prior to 1990 
($129,155).  If similar concrete high-rise assets 
become available strong demand will remain. 
Such coveted product will outpace wood-frame 
which has shorter life expectancy timeframes. 
Concrete high-rise product has proportionally 
smaller capital budgets combined with greater 
ability to increase rents thereby producing higher 
yields. 

The continued construction of purpose-built 
rental stock is vital to the longevity of affordable 
housing stock in Edmonton.  From the mid 
1980’s to the mid 2000’s there was not much for 
purpose built rental constructed, and this led over 
time to rents exceeding cost of ownership and 
while the detached housing market prospered, 
the urban sprawl caused over those years, led 
to deficiencies and inefficiencies with the City 
struggling to keep up with the infrastructure 
required for the pace of land development.

Multi-family rentals are seen as a better position 
for investors as home affordability has decreased 

in the past 10 years.  Government stress test and 
creeping interest rates will land more people to 
be longer term renters keeping this sector of 
commercial real estate to be highly coveted.

The higher inventory of new homes and resales 
of multi-family and detached homes will likely 
cause new starts to decrease slightly in 2019.  
They will rebound with positive economic news 
and potentially positive in-migration numbers as 
many developers hold onto several development 
positions within the City.  Provincial and Federal 
elections results will effect planning, but new 
development will likely rebound in the second 
half of 2019.

The downtown multi-family market continues 
to do well with baby boomers downsizing and 
moving into the city core.  Affordability still 
remains an issue, as millennials looking to live in 
the core are not seeing their dollars achieve as 
much square footage as they desire.  The rentals 
in the core are experiencing some turnover due 
to low interest rates luring millennials to the 
suburbs for their first or second homes.

Uncertainty surrounding labour markets, oil 
pricing, pipeline construction, and carbon tax will 
cause purchasers pause before buying.  However, 
equity market volatility and the continued low 
cost of capital will ultimately spur offers as 
multi-family remains a greatly sought-after asset 
class.  Stabilized cap rates and prices per unit are 
expected.  The scarcity of available product will 
continue to balance the Edmonton multi-family 
market throughout 2019.
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LOOKING FORWARD
The next twelve months……

 
ECONOMIC TRENDS

• Manufacturing sales up 8.5% sales are at a four year high

• 2.0% range REAL GDP Revised downwards

• Flight to Quality Office sector seeing demand for newer product with greater efficiencies and 
amenities

• Growth in High Wage Sectors slower inflation will preserve the real value of incomes

• Housing starts are flat correction over next 2 years if population growth increases

• Healthy Retail Sales major purchases for things such as motor vehicles are off from prior years 
but expenditures in food and beverage continue to be healthy

INDUSTRIAL

• No upward pressure on pricing over the next twelve months unless net operating incomes 
increase significantly

• The increasing land sales volumes may reflect a belief that leasing activity is getting healthier

• Leduc/Nisku sector will continue to attract big users due to its lower tax cost and proximity to 
transportation and the airport

• Inner City properties are going to have downward pressure on pricing due to age and higher 
tax cost

• Long term hold players will be vending some properties in order to cull portfolios with Alberta 
weighting

• Most out of province investors see risk in Alberta and they want higher returns



OFFICE

• The downtown vacancy rate and the age of the underlying product has led to a large number 
of conversion projects in the core

• In the downtown core we are likely going to see more speculative sales on challenged product 
over the next twelve months

• The move of Electronic Arts, into the downtown core in 2019 will lead to another spike in 
vacancy in the suburban office market over the next twelve months

• We do not anticipate much investment activity on the older product in the suburbs

• Strategic purchases for newer, fully leased product that fits into a portfolio strategy

• Volatility in the office investment market is not likely going to subside in the near term

RETAIL MARKETPLACE

• Market over the next twelve months will continue to be driven by fewer institution grade 
transactions

• Slow down in green field land sales as grocers become cautious with their capital outlays

• The much anticipated growth in Transit Oriented Development areas has been slower to come 
to fruition as groups maneuver through the planning and zoning phases

• Downtown Core rental market has mainly been driven by local food and beverage groups 
utilizing existing spaces

• Well located street front locations in Downtown, Whyte Avenue and 124th Street that are 
poorly tenanted will be potential opportunities for local investors

• Institutional assets that come on the market will continue to be priced aggressively

MULTI-FAMILY

• If similar concrete high-rise assets become available strong demand will remain

• Multi-family rentals are seen as a better position for investors as home affordability has 
decreased in the past 10 years

• The higher inventory of new homes and resales of multi-family and detached homes will likely 
cause new starts to decrease slightly in 2019

• The downtown multi-family market continues to do well with baby boomers downsizing and 
moving into the city core

• Equity market volatility and the continued low cost of capital will ultimately spur offers as 
multi-family remains a greatly sought-after asset class. Stabilized cap rates and prices per unit 
are expected

• Stabilized cap rates and prices per unit are expected
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