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Q4 2009 saw vacancy continue to rise as 
it reached 4.41 percent.  This was an 
increase from 3.17 percent at year end 

2008 and also from 4.02 percent in Q3 2009.  
The experience with vacancy has been quite 
different in Edmonton’s two major industrial 
districts – Southeast and Northwest.  The 
Northwest finished the year strongly, while the 
Southeast stuggled as additional space seemed 
to come available each month.  By year end, 
the Southeast vacancy stood at 5.19 percent 
and exceeded the Northwest vacancy (4.65 
percent) for the first time in many years.

We predict vacancy will increase in 2010 to 
4.75–5 percent.  We are hopeful that the 
slope is flattening and the rise in vacancy will 
soon plateau.  We are very optimistic that the 
market is stabilizing; but there will be bumps 
in the road over the next 18–24 months.

The sublease market currently has more 
supply than at any time in the past 20 years.  
There is approximately one million square 
feet of sublease space available in the market 
today.  This is an increase of 360 percent since 
Q3 2009.  We believe this is mainly due to the 

oil & gas industry adjusting their operations 
and now experiencing massive consolidation 
and downsizing.

The construction market is a slightly different 
situation than that of the office market.  
Shorter construction cycles allowed developers 
to react quicker to today’s economy.  Most 
speculative construction has retreated to the 
sidelines.  Those still active are very careful 
before committing to a new building.  The 
majority of new construction is build-to-suit 
or design-build.

Lease rates in large bays softened all year and 
the trend continued in Q4.  Small bay rates 
held up well.  We are once again finding 
$4.00 rents available.  Across the board, 
landlord incentives are up.  There continues 
to be a “residual” effect from the boom on 
some landlords and developers.  Most of 

the remaining vacancy that was built on 
speculation was constructed at the peak of the 
market in terms of costs.  It is a challenge for 
these developers to move off of their pro-forma 
or target rates and still secure a reasonable 
yield.

Industrial land sales market has clearly been 
the hardest hit.  Volumes were only half of 
what they were in 2008 and 15 percent of 2007.  
A total of 192 acres sold versus 1,170 acres.  A 
common belief in the industry is this is not 
due to the recession alone.  Many believe that 
land is too expensive in our market.  Many 
companies cannot make economic sense of 
purchasing large un-serviced land.  In the 
fourth quarter some activity did return to the 
small lot market, and prices returned to the 
$650,000 per acre mark.

Owning versus renting:  the general trend 
continues—large tenants tend to lease, a 
number of small tenants (under 4,000 
square feet) prefer to own.  The fall out of 
the recession has created the appearance of 
plenty of end user opportunities.  The supply 
is expected to grow at affordable levels.  Prices 
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Improved access to debt and 
equity capital and an overall 
return of confidence in real 
estate led to an increased 
demand for investment 
grade, Class A real estate 
with downward pressure on 
capitalization rates.  There has 
not been as much movement 
in price for Class B and C 
properties yet, but there was 
a trend toward modestly 
improved prices.  That trend 
is continuing into 2010.

The Colliers Investment Team is optimistic 
that the trend of increased investment activity 
will continue throughout 2010.  A word of 
caution: the recovery is fragile.  We have seen 

HISTORICAL VOLUME

how quickly the supply of capital 
shut down in the fall of 2008 and 
changed the market.  The U.S. 
Government is running record 
deficits, putting upward pressure 
on interest rates.  The potential for 
government defaults in European 
Union countries such as Greece, Italy 
and Spain give cause for concern.  
These issues could conspire to 
have a negative impact on investor 
sentiment going forward.
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According to the Conference Board of 
Canada, Edmonton’s real GDP increased 
by 1.3 percent in 2008, which was lower 

in comparison to the 2007 figure of 4.0 percent.  
Given the growth that Edmonton’s population 
and economy experienced while oil prices and 
immigration were high in 2007 and 2008, 
Edmonton is forecast to see its GDP decrease by 
1.9 percent in 2009 to make up for the unusual 
conditions of recent years.

Edmonton is the geographic centre of the oil and 
gas industry in Alberta.  The Alberta oilsands 
lie 443 kilometres north of the City.  Alberta’s 
Industrial Heartland, located just northeast of the 
City, is the site of one of the largest petrochemical 
clusters in North America and the nation’s 
largest processing centre for the petroleum, 
petrochemical, and chemical industries.  Some 
of the largest projects in the Heartland include 
the $5.6 billion expansion of Shell Canada’s 
Scotford Upgrader, the $1.6 billion conversion to 
Petro-Canada’s Strathcona Refinery, and the $1.6 
billion Keephills 3 power plant.

According to the most recent information released 
by the Province of Alberta, which relates to the 
period from January to November 2009, there 
were $3.62 billion of building permits issued in 
the City of Edmonton.  This is 6.8 percent higher 
than the $3.39 billion issued between January 
and November 2008.  The City of Edmonton 
in November 2009 issued permits of $523.6 
million, up 83.8 percent from November 2008, 
when the total was $284.8 million.

In the period, January to November 2009, two 
categories of building permits experienced a 
decrease when compared to the same time 
period in 2008, and two categories experienced 
an increase.  The declines were realized in 
Institutional permits, which dropped by 
10.2 percent to $360.2 million, followed by 
Commercial permits declining by 12.4 percent 
to $951.8 million.  The increases were Industrial 
permits increasing by 28.4 percent to $396.8 
million, and Residential permits by 20 percent to 
$1.9 billion.

The significant amount of development in the Fort 
McMurray oilsands area is of particular relevance 
for the Edmonton area.  Sourcing Alberta Finance 
and Enterprise’s most recent Inventory of Major 
Alberta Projects Summary dated November 2009, 
there are over $142.9 billion of oilsands related 
investment that has recently been completed, 
currently under construction, or proposed to 
start within two years in Alberta, spread out over 
47 projects.  This will benefit Edmonton, as the 
City is the service, supply, and processing hub 
for the oilsands projects in Alberta.  Potential 
reserves in the oilsands are estimated at 172.7 
billion barrels of oil.  Oil and gas are not the only 
major projects that Alberta is investing in.  As 
per Alberta Finance and Enterprise’s Inventory 
of Major Alberta Projects dated November 2009, 
the Greater Metropolitan Edmonton region 
currently has approximately $21.8 billion worth 
of construction projects, excluding oil and gas and 
oilsands related investment, that have recently 
been completed, currently under construction, 
or proposed to start within two years.
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Dear Clients and Friends,

I would like to thank you for entrusting Colliers with the important task of assisting you with your real estate requirements.  
As we look forward to 2010 and beyond, it should be with cautious optimism using the lessons we have learned over these 
last couple of years of unprecedented volatility.  With such rapid change in the world economy, we were faced with a new 
landscape, one filled with challenges and opportunities; for the most part, we rose to the occasion and survived.  Colliers 
was there to apply our knowledge as we explored this new world together, and we will continue to be there as we move 
forward.

The Colliers team of real estate professionals are able to provide market knowledge and sound advice on all market sectors.  Our unrivalled 
research allows both historical data and forward looking research to be used in developing strategies for single assets, portfolios or in 
addressing the operational real estate requirements of your own business.

I encourage you to contact one of our real estate professionals to review your needs.

Sincerely,

John Frederickson
Managing Director
Colliers International Edmonton
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Competitive Edge
Colliers is committed to accelerating success. 
Our support creates a competitive advantage 
for the Canadian National Freestyle Ski Team.  
Colliers prides itself on community involvement 
and bringing innovation and leadership to our 
business, clients and community. 

Creating a competitive edge to accelerate 
your success

Serving cities across Canada www.colliersmn.comKristi Richards,
Colliers Sponsored Athlete
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 293 OFFICES IN 61 COUNTRIES ON
6 CONTINENTS

136 Americas
99 United States
19 Canada
18 Latin America

95 Europe, Middle East & Africa
62 Asia Pacifi c

$2.0 billion in annual revenue

868 million square feet under management 

11,000 professionals

 CONTACT INFORMATION

John Frederickson

Managing Director

john.frederickson@colliers.com

Tara English

Research

tara.english@colliers.com

Ursula Boraas, LGDC
Marketing Coordinator

ursula.boraas@colliers.com

Shereen Ali

Marketing Assistant

shereen.ali@colliers.com

3555 Manulife Place

10180 - 101 Street

Edmonton,  AB  T5J 3S4

Telephone  780.420.1585

Fax  780.424.7830

This report and other research materials may be found on our website at www.colliers.com.

Questions related to information herein should be directed to the Research Department at the number indicated above.

This document has been prepared by Colliers International for advertising and general information only.  Colliers International makes no guarantees, representations or warranties of any kind, expressed or implied, regarding the information including, but not limited 
to, warranties of content, accuracy and reliability.  Any interested party should undertake their own inquiries as to the accuracy of the information.  Colliers International excludes unequivocally all inferred or implied terms, conditions and warranties arising out of 
this document and excludes all liability for loss and damages arising there from.  Colliers International is a worldwide affi liation of independently owned and operated companies.


