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Q2 2017 Vancouver 
Office Report
The second quarter of 2017 brought plenty of 
excitement to British Columbia. In the first quarter, 
we touched on the pending BC Election and the 
results. While the BC Liberals won the election, they 
lost the war. They won 43 seats, the NDP secured 41 
seats and the Green Party secured 3 seats. Between 
May 9th and June 29th, a cloud of uncertainty hung 
low. Despite this, in a historical move, the NDP and 
the Green Party formed an alliance. This saw Green 
Voters, after voting in 3 MLAs, effectively have them 
become NDP votes on June 29th. Following a vote 
of non-confidence, the Lieutenant Governor of 
BC, Judith Guichon, invited the leader of the NDP, 
John Horgan, to form a government and test the 
confidence of the BC legislature with this Green 
Party alliance. In essence, one minority Government 
was traded for another. For now, in the world 
of commercial real estate we already sense the 
uncertainty with owners contemplating exiting assets 
in fear of NDP and Green alliance policies. Perhaps 
this will mean some buying opportunities, perhaps it 
will slow the economy, only time will tell.
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Downtown Snapshot
In the fourth quarter of 2016 a total of 149 new 
spaces were added to the market with another 169 
added in the first quarter of 2017. More recently in 
the second quarter of 2017, 191 spaces have been 
added (totaling 734,996 square feet) to the market. 
However, with more space added to the market,  
more space was also leased. 184 spaces were leased 
(totaling 664,672 square feet) while at the same 
time, 31 spaces (totaling 205,571 square feet) were 
removed from the market. The bulk of which can be 
attributed to 1166 West Pender, who have stopped 
marketing their premises for short term occupancy. 
1166 W Pender accounted for 147,240 square feet 
of premises that were being marketed and now have 
been removed from inventory. The math alone would 
suggest a positive absorption of 135,247 square feet, 
however, given this includes the adjustment at 1166 
West Pender, it would indicate a slightly negative 
absorption, we prefer to say that the market  
was neutral. 

Looking at vacancy rates, which fell from 8.6% to 
8.0% in the second quarter, there is an indication that 
there is a healthy, competitive market. With downtown 
inventory at 25,491,909 square feet throughout 226 
buildings, the spaces removed account for .81% of 
the vacancy reduction. The vacancy rates for different 
classes of the second quarter were as follows:

 � A - 8.0%

 � B - 6.3%

 � C - 11.6%

Significant Transactions

As to significant transactions to report we note the 
following:

 � Trevaili Mining Corp. leased 11,600 square feet at 
1155 West Pender

 � Agreement Express Inc. committed to 10,784 
square feet in 625 Howe Street
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 � Innergex Renewable Energy Inc. leased 10,500 
square feet at 1185 West Georgia

 � Nevsun Resources Ltd. committed to 8,000 square 
feet at 1066 West Hastings 

 � WSP Global Inc. leased 43,000 square feet at 840 
Howe 

 � SAP expanded by 45,000 square feet at 910 
Mainland 

 � Avalon Dairy leased 17,000 square feet at 666 
Burrard 

 � Sony Pictures took a floor of 16,400 square feet at 
700 West Georgia 

With an 8.0% competitive vacancy rate, what will the 
future bring? There are several new projects that are 
either under-way or along the path to development. 
These include:

 � 1133 Melville: 20 storey office project by Oxford 
Properties that will provide approximately 400,000 
square feet of new inventory when complete

 � 753 Seymour Street: 340,000 square foot tower by 
GWL Realty 

 � 555 West Cordova: 374,000 square foot tower 
proposed by Cadillac Fairview 

 � 601 West Hastings: 212,500 square foot tower by 
Morguard 

 � 1090 West Pender: 450,000 square foot tower by 
Bentall Kennedy

 � 1280 Burrard: currently under construction 
which will bring 146,378 square feet by Reliance 
Properties

 � 475 Howe Street: The Exchange by Credit Suisse 
still has an additional 160,000 square feet of 
inventory and is nearing completion 

In summary this shows a future that has approximately 
1.6 million square feet or more of new inventory to 
come online and serve the demand for the next two to 
five years.

Statistics provided by Altus Insite
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Suburban Snapshot
The suburban market has surprised us. While vacancy 
rates have been declining, it rose this quarter to 
12.4%, up from 11.9% in the first quarter. 132 spaces 
have been added to the market (totaling 560,588 
square feet) while 120 spaces were leased (totaling 
494,440 square feet), plus 8 spaces removed (totaling 
17,023 square feet). The market was left with negative 
absorption of 49,125 square feet.

Significant Transactions
On the activity front there were several deals of 
interest, including the following:

 � Binnie Engineering leasing 27,800 square feet at 
4940 Canada Way, Burnaby

 � RDH Building Science committing to 17,500 
square feet at 4333 Still Creek Drive, Burnaby

 � Travelers Acceptance Corp. leasing 15,000 square 
feet at 4180 Lougheed Highway, Burnaby

 � Vancouver Coastal Health committing to 11,000 
square feet at 2889 East 12th Avenue, Vancouver

Vancouver Periphery 
Snapshot
The vacancy rate in the periphery market shrunk 
modestly from 9.10% in the first quarter to 8.9% 
throughout the second. The number of spaces added 
was drastically cut, with only 33 spaces (totaling 
134,531 square feet) coming on the market and only 
40 spaces removed (totaling 78,506 square feet). A 
slow quarter for the periphery market led to negative 
absorption of 56,025 square feet – so don’t be 
surprised if next quarter the vacancy shifts up slightly. 
It is also interesting to note the average size coming 
back to the market this quarter was 4,077 square 
feet, while the average size leased was a mere 1,963 
square feet. 

Significant Transactions 

As you may already be aware, activity throughout the 
quarter was quiet. Intel leased additional space at 450 
SW Marine Drive totaling 21,586 square feet. With 
only 40 spaces leased (averaging 1,963 square feet) it 
is not a surprise there is not a lot to report.

The Line Between 
Industrial and Office 
Space Becomes Blurred
 
Over the past few months I’ve had more inquiries 
regarding industrial listings and/or properties than 
all other sectors combined. Not to mention my last 
few completed deals (a mix of sales and leasing) 
were all industrial type properties. Why? What is the 
big attraction these days to this asset class? Well, if 
you’re looking in and around the Greater Vancouver 
area, the lease rates for industrial product have been 
skyrocketing. I recently leased a light industrial space 
of over 4,000 square feet in the Grandview-Woodland 
area of Vancouver averaging $29.00 per square foot 
on a gross lease basis. These rates for industrial 
premises were previously unheard of…anywhere. 

Where office and retail properties have been the 
preferred asset, more and more investors are now 
focusing on industrial opportunities. Whether it be 
small bay strata or larger multi-tenant facilities. Even 
reputable developers are paying big per square foot 
values unlike anything we’ve ever seen for decent 
sites with solid redevelopment potential. Average 

 � By Jesse Godin

Want to know what  
we think?
If you are interested in an honest opinion about the 
office market and the options available to your firm, 
we are happy to personally review the conditions with 
you. We will share our thoughts and offer strategies 
for how to best position your firm for any future 
commitment to new or existing premises. 

For landlords trying to lease commercial premises, 
people in our business may joke that the first and 
foremost thing to do in a slow market is to return your 
calls. But be assured – at NAI we return your calls 
promptly in any type of market! If you are interested 
in an honest assessment of your leasing strengths 
and weaknesses, please feel welcome to phone us. 
We would be happy to review your challenges and 
suggest where you might be able to add more muscle 
to your leasing program. And indeed, we will return 
your call quickly.
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purchase prices per square foot has seen a jump 
from $250 per square foot in Q1 of 2016 to $290 per 
square foot as of March 31st, 2017 and values are still 
climbing. IntraUrban, Ironworks, and WorkSpaces 
at Strathcona Village totaling 382,340 square feet 
of building area are three major projects under 
construction that are paving the way for efficient and 
well thought-out spaces that are extremely attractive 
to investors and owner/occupiers alike. Prices for 
strata units in these developments are ranging 
between $360 and $667 per square foot for shell 
spaces.

Current Cap Rates in the 3-4% range and relatively 
uncomplicated ownership are just some of the other 
highlights of why one might consider the purchase 
of industrial property. The Vancouver area alone had 
$37.3M in industrial sales during Q1 of 2017.

I also have experienced clients who purchase vacant 
industrial land or buildings as a long-term holding 
vehicle. Some of these properties are not at all pretty 
but it doesn’t matter to them. They are of the mindset 
that we are literally running out of land and larger 
sites will be that much more attractive, or dare I say 
imperative, in the near future for proper infrastructure. 

Clients are also stocking their portfolios with slightly 
smaller scale light industrial properties. Where a 
simple and cost-effective renovation on a ‘run-down’ 
building can achieve great gains in lease rates with 
cleaner users. 

If you’re curious about industrial opportunities, or 
would like additional information, I am always happy 
to chat. 

Written by:
Jesse Godin, Commercial Sales & Leasing

NAI Commercial 
Office Team
We continue to appreciate the reminders and 
suggestions of agents to join our team. We have 
openings in both our Vancouver and Langley office 
and we welcome the referrals of agents looking to 
enhance their career in commercial real estate that 
may be a good fit for our firm. 

NAI Commercial appreciates those landlords who 
have asked us to review and assist with their leasing 
program. For tenants who have engaged us to help 
with their office renewals and relocations, we remind 
you that we remain an interested party. We are 
available to answer questions and concerns, even 
after your lease is signed.

Vancouver Office:

Rob DesBrisay 
Managing Partner 
604.691.6602 
rdesbrisay@naicommercial.ca

 � Conor Finucane
 � Jesse Godin
 � Kaitlin Beaudry
 � Don Ellis
 � Cole Maedel
 � Irene Yung

Langley Office:  � Don MacDonald
 � Angie MacDonald
 � Gary Niesner
 � Brian Larrivee
 � Ted Weibelzahl
 � Ken Kiers

Graph provided by Altus Insite

We’re always 
here to help, 
even after your 
lease is signed. 
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