Land values dictate future condo prices

1y's prices may look like bargains three years from now

By Frank 0'Brien

study released this month to the
Urban Development Institute,
Pacific Region, showed that B

per cent of the 21,600 new condomininms
being marketed for delivery in Metro
Vancouver by 2018 have already been sold.

The key reason: buyers understand that
today's prices could look like a bargain
three years from now, largely becanse of
the accelerating value of Metro Vancouver
land.

Last month, as one example, an old
fnmr-];lq;x blll]d'illg on West 13th Avenue
i Vancouver sold for the equivalent of
$840,000 per suite as a condominium
developer claimed the 50-foot building lot
as part of a ];QPTU'II”HI land a.\j:jl_:lnb]}'.

It is not uncommon for land values
along the Cambie corridor to sell for $10
million to $15 million per acre.

In the first six months of 2015, 200 sales
of land for multi-family developments
[Tllu.\jﬂ}-‘ for strata condos and Iu‘l-.-1||1r;|1l.-jq;51
were sold in Metro Vancouver, worth
a total of $845 million, according to
the LandShare Report from Colliers
International. The sales are nol raw
land: they can be existing commercial or
residential land assemblies in areas zoned,
or expected to be zoned, for higher-density
residential.

For example, this spring a developer paid
217 million for a Robson Street site of
16,645 square feet. The site has Vanconver
city zoning for a FSR (floor-space-ratio) of
five, which means that a potential 82,000
square feet of condominivms could be
built on the land. The land sale pencils
out, therefore, to %286 per buildable
square foot.

So, the eventual 5o00-square-foot-
condominium built on the site would
have abont $150,000 embedded in the
price just for the land component. OF
course, financing, construction, finishing,
marketing and the developer's profit
wonld also be factored into the final selling
price. That explains why the starting price
for a new downtown condominium is now

maore than $1,100 per square foot.

But most new condominiums selling
today are based on land values of two
or even live years ago when the project
was first planned. This means that, with
multi-family land values soaring, future
condominium  prices could be much
higher.

As of mid-year,
buildable-square-foot
downtown  Vancouver h'ig}l-r”im: condo
tower was from %200 to $250. In East
Vancouver, the land component for a
high-rise condo was estimated at from
$135 to $200 per buildable square foot.

But those prices are so vesterday. The
intense competition for muolti-family
development sites, much of it from
offshore, has pushed land prices much
higher in the second hall of this vear.
The UDI conference was told that land
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in some Vancouver 1|L‘.'i_!.‘,|1b-ul1l'|1l_mt.|5 is
being bid to $350 or more per buildable
square foot.

The message is clear: if you are planning

to invest in a condominium, You should
buy as soon as possible. The sparing price
of land will eventually drive all strata
prices higher.

‘ ‘ The intense competition for multi-family
development sites, much of it from offshore, has
pushed land prices much higher in the second half

of this year
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