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Calgary’s industr ia l  market is  regaining af fordabi l i ty for tenants and 
purchasers al ike as values have been s teadi ly decl ining s ince the 
beginning of 2009.  While landlords, vendors, and developers were 
assessing the impact of our global economic cr is is  in the las t  quar ter 
of 2008, tenants and purchasers were speculat ing that af ter several 
years of rapidly r is ing rental  and purchase costs,  decl ining values 
were sure to come their  way.   F inal ly in January this s tar ted to occur 
as industr ia l  bui lding ownership in the communi ty concluded that a 
rapid recover y was not on the horizon.

Renta l  Rates
Developers have led the way in rental  rate reduct ions and incent ive 
increases this year as speculat ive projects they were not able to hal t 
at  the commencement of the recession became completed wi th no or 
minimal leasing act iv i ty.   Substant ial  carr ying costs on these projects 
have t r iggered lower rent costs,  increased free rent,  and increased al -
lowances for tenants as developers have s t ruggled to increase leasing 
act iv i ty on their  projects.   Exis t ing bui lding owners have fol lowed sui t 
as they did during our previously r is ing market and have reduced their 
overal l  asking rental  rates to ensure that a dispari ty between new and 
old product cont inues.   Tenants wi l l  not lease older proper t ies due 
to t radi t ional ly higher operat ing costs i f  there is not a suf f ic ient  gap 
between the two product segments.   The warehouse sublease market is 
becoming prevalent in Calgar y, especial ly in the large bay segment.  
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Current economic condi t ions are forcing many dis t r ibut ion and manufactur ing operat ions to down-
s ize, e l iminate redundant faci l i t ies,  or c lose al together, spurr ing an increase in exis t ing bui lding 
supply that has not been seen in recent years.  Increased bankruptcies are also bringing exis t ing 
space inventor y to our market.   These new supply contr ibutors,  combined with recent ly completed 
developments,  have increased our overal l  vacancy rate to approximately 5.0%, a s igni f icant in -
crease compared to 1% during the peak of our boom ( las t  quar ter of 2006) and 4% at the begin-
ning of this year.  Increased supply and decreased rental  rates are i l lus t rated on the graphs and 
tables on the previous page and below.

Indust r ia l  Bu i ld ing  Va lues
Purchasers have also benef i ted from lower de-
mand and increased supply as sel lers have be-
gan to overcome the opposi te kind of s t icker 
shock they enjoyed from 2005-2008.   While 
many vendors held f i rm on asking prices in 
the las t  quar ter of 2008, many came to real -
ize that reduced asking and subsequent sale 
pr ices were required in order to dispose of 
their  asset .   Owner/user sel lers who had pre-
v ious ly commit ted to bui lding brand new fa-
ci l i t ies during the late s tages of the boom led 
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Source: Real Net Canada, data compiled and analyzed by Inducor Real Estate Solutions
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the way in pr ice reduct ions as they were now f inding themselves carr ying two proper t ies during a
period of rapidly decl ining revenues.  An increase in vendor mor tgages has increased sale act iv i ty 
recent ly.   P lease see the i l lus t rat ions on the previous page and below out l ining the decl ine in indus -
t r ia l  bui lding sale values over the las t  s ix months compared to 2008 and 2007.

Indust r ia l  Land  Va lues
L imi ted ser vice land values have decl ined more than fu l ly ser viced values mainly due to the fact  there
has been more sale act iv i ty in that segment.   L imi ted ser viced values have decl ined approximately 
31% in the las t  12 months, f rom approximately $350,000 per acre to $240,000 (YTD 2009 per acre
sale price average).

Ful ly ser viced land values have been subject  to massive “speculat ive” decl ines which have not fu l ly 
cr ys tal l ized as of yet  due to a lack of deals actual ly being completed.  Many bel ieve values are far
below the current average of approximately $575,000 per acre in SE Calgar y and $750,000 per
acre in NE Calgar y, as demand for fu l ly ser viced land has been almost non exis tent  in 2009 com-
pared to previous years.  Sel lers have not been forced to drop prices as they have in other segments
due to an overal l  lack of of fer act iv i ty as construct ing new proper t ies in this por t ion of our economic
cycle does not make f inancial  sense for most businesses and developers.

Land supply is at  i t s  highest  level  in recent years as our largest  inventor y holder and sel ler of indus-
t r ia l  land, The Ci ty of Calgar y, cont inues to market the remaining 21 lots in the high qual i ty East lake
Industr ia l  Park total ing 56 acres, wi th asking prices in the $550,000 to $675,000 per acre range.
Addi t ional ly,  The Ci ty of Calgar y has recent ly re leased Great P lains Phase IV, providing an addi t ional
17 parcels total ing 90 acres of fu l ly -ser viced land wi th asking prices in the $525,000 to $675,000
per acre range.  There are parcels also being of fered for sale in the mixed-use NW business centre,
Royal Vis ta Business Park.  Of the 31 parcels ini t ia l ly of fered for sale, two have sold, seven are
condi t ional ly sold, and 22 parcels remain avai lable total ing 48 acres of land wi th several types of 
zoning.  Asking prices range from $725,000 to $900,000 per acre.  Increased supply combined
with decreased demand has prompted The Ci ty of Calgar y to extend their  bui lding commitment s tar t 
date f rom one year f rom the date of c losing to three years, and fur ther,  have el iminated the concept 
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Calgary Industrial Real Estate Market  2007  2008           2009 YTD      2009 Annualized       %Change1

Total Volume       $509,235,770       $652,058,599           $64,880,971        $129,761,942     80%  
Number of Transactions (over $1 million)  109  94     40     80                          15% 

Industrial Investment Sales Volume     $302,262,976       $444,608,596            $21,959,255         $43,918,510       90% 
Number of Transactions (over $1 million)  38  30                    13      26                            13%

Industrial Owner/User Sales      $206,972,794        $207,450,003             $42,921,716         $85,843,432       59%
Number of Transactions (over $1 million)  71  64       27      54                           16%
Source: Real Net Canada, data compiled and analyzed by Inducor Real Estate Solutions
1) All transactions over $1 million, excludes non-arms length transactions and land sales
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of a substant ial  complet ion deadl ine al together.  This is  a s igni f icant di f ference in approach from 
previous years in which “auct ioning” the land to the highest  bidders wi th one year s tar t  dates and 

two year complet ion dates were the 
norm.  

Out look
The balance of 2009 wi l l  see a con-
t inuat ion in decl ining rental  rate and 
purchase values which wi l l  benef i t 
our market in the long- term.  Values 
had reached ranges during our peak 
economic period that were not af -
fordable and/or sus tainable for busi -
nesses.  Decl ining values wi l l  create 
a more balanced market for compa-
nies to operate in and hopeful ly re -
v ive in teres t  in new entr ies to our 
marketplace.  Previous to our “boom” 
Calgar y’s industr ia l  market possessed 
one of lowest  places to do business 
in Nor th America but as our compet i -
t ive cost  advantage deter iorated, so 
too did the number of new entrants to 
Calgar y.  We expect values to decl ine 
another 10% overal l  in the lease and 
sale market throughout the balance 
of 2009 before s tabi l iz ing in the f i rs t 
quar ter of 2010.

The new construct ion pipel ine comprised of “planned” and “under construct ion” projects is  quickly 
running dr y as developers pause on the commencement of new developments,  unless s igni f icant 
pre - leasing has been secured.  New and exis t ing bui lding inventor y wi l l  be absorbed in the next 
12-24 months, eventual ly creat ing a shor tage of supply, which wi l l  in turn t r igger new developments 
and subsequent increases in rental  rates, land values, and sale values.  A window is present to 
complete lease extensions, consol idat ions, and relocat ion t ransact ions at  lower costs than in years 
past  which should be capi tal ized on for those businesses that had posi t ioned themselves to sur vive 
the recent downturn.
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For  More  In format ion :
Chris Saunders
Managing Par tner
Direct :  403.630.8781
chriss@inducor.com

ADDING VALUE TO YOUR BUSINESS THROUGH REAL ESTATE
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Industrial Real Estate Specialists• 
Tenant/Purchaser Representation Experts• 
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