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FEATURE Owner-users and investors — and even spec builders - are tilting market toward strata sales

WI STAFF, VANCOUVER
DAVE HUSDAL, CALGARY

WESTERN INVESTOR

T he condominium trend in Western
Canada’s three largest cities has
spread from residential to the
industrial market, with strata space now
accounting for a significant share of even
the large-bay market.

In Metro Vancouver, industrial strata space
now accounts for 38 per cent of transactions,
compared with lessthan 30 per cent threeyears
ago, surveys show.

Constricted availability and fear of even
higher land prices are encouraging demand
for strata development, noted Avison Young
principal James L ecky. Industria land prices
have stabilized, but still remain in the $1 mil-
lion range in most suburban markets.

Beedie Group ismoving ahead with 100,000
square feet of strata space at the Campbell
Heights business park in Surrey because of
buyer demand, according to principal Ryan
Beedie.

With free-standing industrial buildingstrad-
ing a $150t0 $190 per squarefoot, large-for-
mat strata units are appealing because they're
often available at a mere $115 and $130 a
square foot.

“With the lack of free-standing buildingsin
the market and the premium those buildings
achieve, alot of theselarger users—10,000-to-
20,000-square-foot users— are changing their
mindsand saying, ‘I’ m going to buy that strata
unit and save $30 asquarefoot,’” said Jordan
MacDonald, principal of Frontline Real
Estate ServicesLtd. in Surrey.

The space is more efficient to build and
meets the needs of cost-conscious users, he
said. But others caution that wary buyers still
mean stratais a speculative play.

Jon Bishop, vice-president and general man-

Industrial condos

Industrial strata space now accounts for 38 per cent of the Metro Vancouver market and

one-third of sales in Edmonton. Some spec builders aim to sell, not lease, in Calgary.

ager of Devencore Co. Ltd. (thelocal office
of global tenant representation firm Newmark
Knight Frank Devencore), doesn’'t see com-
panies being blithe.

“WE' re seeing growth, for sure. Companies
are now looking at taking on extra space and
growing,” hesaid. “But it'sacautious approach
nonetheless.”

The key considerations are cost and staff
impacts; no one wants to pay more than they
have to, and no one wants to lose staff as a
result of a move. While a company such as
manufacturer Nuheat Industries Ltd. has
opted for new digsin an efficient structure that
reduces its space requirements (among other
features), Bishop said many companies are
becoming owners.

“I think we're going to see more interest in
ownership over leasing for users over the next
few years than perhaps historically,” he said,
noting that the stratamarket has especidly long
legs.

“WEe' regoing to seealot of attention therein
the next couple of years.”

Edmonton
Increasingly, setting up shopin oneof Alberta's
two largest cities can be done through com-

mercial or industrial condo ownership rather
than leasing.

In Edmonton, for example, closeto onethird
of the new industrial and commercial spaces
coming onto the market are condos, according
toBarry Gogal, president of Western Realty
Group Inc., which develops, builds, sellsand
manages commercial and industrial condo
projects in Edmonton and the surrounding
southside communities of Leduc, Sherwood
Park and Nisku.

Five years ago, that figure might have been
10 per cent, Gogal said.

Commercial and industrial condos provide
opportunitiesfor Gogal’s company inthe short
and long term.

“We buy land. We do the development. We
do the construction. We sell the units. About
half the project we sall out to owner occupants,
then a quarter out to investors, then the other
quarter we usudly retain. And theinvestorswe
sl to, wewould usualy leasethose spacesfor
them,” Gogal explained.

Western Realty and its related companies
typically then manage and maintain the proj-
ectson an ongoing basis.

Newer commercial/business condos devel-
oped by Western Realty in higher-end projects

typically sell for around $300 asquare foot in
the Edmonton market, with industrial proper-
ties going for around $200 to $215 per square
foot, Gogal said, whichishigher thanin Metro
Vancouver.

Western Realty also convertsexisting leased
commercia or industria buildings to condos.
This is usually easier to accomplish with
month-to-month tenants rather than long-term
leaseholders, Gogal explained.

Gogal is bullish on the value of industrial-
ized condos, in part because of low mortgage
rates, but also because of relatively highindus-
trial leaseratesin Edmonton —ratesthat can hit

2| $13 or $14 per square foot.

“What are the drawbacks?” Gogal asked
rhetoricaly. “Therearen’t any.” He added that
negative absorption in a market could be one,
but he doesn’t expect that in Edmonton.

Calgary

In the Greater Calgary areathere were 177
salesof industrial condominium unitsin 2010,
according to Avison Young.

Those units had a combined total price of
$82 million, up about 4 per cent from 2009,
which recorded 78.7 million in sales for 151
transactions.

The last two years were down in sales vol-
ume from amore robust 2008, which Avison
Young says produced over $106 million in
salesinthe Greater Calgary area.

“Condominium ownership remainsattractive
for investors and those users who can safely
predict their operational requirements for the
next few years,” Avison Young explained in a
recent Calgary market report.

Pricesare currently averaging between $160
and $205 per square foot for typical new con-
struction bays (less than 4,000 square feet)
inside the City of Calgary and $150 to $180
per square foot for older sites. Meanwhile, in
areas surrounding the city, the average priceis
between $135 and $180 per square foot.

Newly completed industrial condominium
buildingsin the south and in Airdrie have driv-
en prices down, whereas demand seemsto be
thriving in the north and east areas of the city
where pricesincreased, local agents say.e

Vancouver iIsland

rate of 89%.

community.
One Percent Realty
Vancouver Island

FOR SALE

SALTAIR SELF-STORAGE FACILITY
and DEVELOPMENT PROPERTY

Property is located on 3.61 acres in
high-growth area with 42.7 meters
of frontage on Chemainus Road.
Saltair is situated near Chemainus
between Ladysmith and Duncan in
the Cowichan Valley.

Storage Business: Offers 110 self-
storage units plus significant outside
storage of boats, cars and RVs on
approx 1.21
business currently has an occupancy

Undeveloped Land:
potential with approx 2.4 acres
developable land with desirable C2
commercial zoning. OCP designates
this area as the principal zone for the

acres. The storage

Expansion

Monica Love 250.797.2235 2monicalove@gmail.com

JUDY GRAY, com
1.800.600.1718

Suite 103-1801 Bay Street,
PO Box 195, Ucluelet. BC.
Canada VOR 3A0

REMBX

S
COMMERCIAL
MID-ISLAND REALTY

PIONEER BOAT WORKS
Retail, marine
railways & docks.
Room for expansion
Lovely owners
quarters.

Foreclosure,
Ucluelet Inlet
Foreshore lease
& remainder
prop. Engineering
Report completed
Remediation
required.

FORMER FISH/ICE PLANT

Ucluelet Inlet, w/
foreshore lease.
Fully renovated &
furnished suite.
Large home on
upland prop. also
available.

$525,000

www.judygray.com
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