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ECONOMIC OVERVIEW 
British Columbia is embracing 2010 – the recession has passed, the Winter Olympics were 

successfully completed, and strong economic growth is anticipated for the future.  In 2009 

BC was overwhelmed with its most significant economic downturn since 1982 while 

pondering an uncertain economic future.  Only one year later, BC is poised to be among the 

provincial leaders in economic growth through 2010 and 2011.  GDP growth is projected at 

3.9% for both years, well above the Canadian averages of 3.4% and 3.1%, respectively.   

Both BMO Capital Markets and RBC Economics agree that a leading cause of BC’s 

economic recovery is the rebound in commodity prices and demand.  Both oil and forestry 

product pricing have seen tremendous growth since their recessionary lows.  RBC reports 

that lumber prices have recently hit a four-year high after falling to a 19-year low only one 

year ago.  The leading driver of this forestry turnaround is the increase in housing starts both 

domestically and internationally.  The resale housing market in BC has rebounded and 

housing prices increased 30% from the depth of the recession to recent record levels.  It was 

determined that part of the improvement in the housing market was a result of the number of 

consumers rushing their housing purchases to beat the June 30th HST deadline.  

Consequently, BMO predicts housing sales to drop off in the latter half of 2010. 

VANCOUVER OFFICE MARKET OVERVIEW 
The increasing level of confidence in the Canadian economy has had positive reverberations 
through the Vancouver real estate market.  Vancouver has experienced positive year-to-date 
absorption and an increased level of leasing and sales activity.  Despite these signs of 
recovery, overall vacancy in the Vancouver market continued its upward trend.  The current 
office vacancy rate is 8.4%, up from 7. 9% in the first quarter and 6.9% a year ago.  A leading 
cause of this increase in vacancy is the large amount of new completions coming to market in 
the suburban markets.  There has been over 565,000 sf of space brought to market since the 
beginning of 2010 – much of which is situated in Burnaby (more than 80%).   
 
Vancouver’s CBD has continued its positive performance in 2010 with decreased vacancy, 
positive absorption, and increased leasing performance.  In the second quarter alone, more 
than 255,000 sf of space was leased in the Financial Core.  A contributing factor to this 
improvement is the turnaround in employment growth.  BC’s unemployment rate is projected 
to drop 40 bps to 7.2% through 2010, with annual employment growth of nearly 2.0%.  This 
employment rebound has initiated expansion of tenant space requirements and is forecast to 
continue through 2011.  With no new construction in the CBD the market will continue to 
tighten.   

 
OUTLOOK 
Vancouver’s office market outlook continues to remain positive.  Despite potential storm 
clouds on the horizon, economic recovery continues to take hold.  Real estate indicators are 
following suit.  Although the vacancy rate is projected to rise due to new suburban 
construction and the prospect of a new office tower completed in the downtown core, 
Vancouver has emerged from the largest economic downslide since 1982 in a relatively 
advantageous position.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
BEAT ON THE STREET 

“The downtown market continues to be tight, 
with many large pockets of space remaining in 
the suburbs.  Office space demand from 
American-based companies remains slow with 

an improvement required south of the border 
before any noticable return.” 

–Bart Corbett, Senior Vice President 

 

 

 

MARKET FORECAST 

VACANCY – improved from 5.0% in 
Q1 to 4.6% in Q2 in the CBD    

ABSORPTION – more than 80,000 
square feet of positive absorption 

was posted in Q2  

DEVELOPMENT – Over 565,000 
square feet of new space has been 
brought to market in 2010  

 

 

 

 

OVERALL RENT VS. VACANCY 
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BC ECONOMIC INDICATORS 

 2009 2010F 2011F 

GDP Growth  -2.3% 3.9% 3.9% 

CPI Growth 0.0% 1.9% 2.3% 

Unemployment 7.6% 7.2% 6.6% 

Employment 
Growth 

-2.3% 1.9% 2.0% 

Source: BMO Capital Markets 
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SUBMARKET OVERVIEW 

Downtown Vancouver 

The Downtown Vancouver office market saw a modest decrease 

in vacancy during the second quarter of 2010, having improved 

from 5.0% in the first quarter to 4.6%.  Although each building 

class experienced an improvement in vacancy, the most 

significant decrease was experienced in Class AAA, having 

decreased to 6.1%.  While there were no new construction 

completions in this submarket during the quarter, all classes 

posted positive absorption for the period. 

These continued 

statistical improvements 

are signs of market 

recovery and represent 

an anticipated return 

towards stabilization for 

the Downtown 

Vancouver market 

following the effects of 

the     global economic 

slowdown.  The second 

quarter saw one notable 

office sale transactions 

at  535 Thurlow Street 

(Phillips Building) which 

sold for $15.3 million. 

This sale helped 

contribute to an 

investment volume that 

has doubled quarter-

over-quarter to over $55 million, but remains a far cry from the 

Q2 2009 sale volume highlighted by Bentall V selling 

Vancouver’s largest sale transaction in the past decade.  

The continued improvements in vacancy rate and unchanged 

rental rates signal a turn towards stabilization in this submarket.  

Despite the effects of the recession, investor confidence in the 

Downtown market is returning upon the belief that it is a 

desirable environment for preserving and growing building value. 

Property owners in the Downtown submarket will continue to 

benefit from no new supply arriving until 2014 at the earliest, 

which will keep vacancy relatively stable while underpinning 

achievable rents. 

 

Broadway Corridor 

The Broadway Corridor, the third largest office concentration 

outside of the CBD and second largest employment district after 

downtown, remains one of the tightest submarkets in terms of 

vacancy rate at 4.3%. Despite increasing marginally last quarter to 

4.4% and sitting well above the 2.2% posted a year ago, vacancy 

remains low.  The majority of the vacant space in this submarket 

is located in Class B buildings, which posted a vacancy rate of 

8.0%, compared to just 2.5% for Class A office space.  

The Broadway Corridor has experienced negative absorption for 

both the quarter and the year, with almost 30,000 square feet of 

space given back to the market.  One significant sale transaction 

that occurred earlier in the year was the sale of 2450 Ontario 

Street which sold for $11.25 million.  No new space was added to 

this submarket in the second quarter, and with few projects 

planned in the coming years, it is expected that this submarket 

will remain tight with limited options for users. Two new office 

buildings are planned – 558 West Broadway and 984 West 

Broadway – with the former estimated to deliver by Fall 2012 and 

the latter beyond. Both projects plan 80,000 sf of office space 

each. 

 

Burnaby 

Burnaby is Vancouver’s largest suburban office market with 

nearly 10 million square feet of inventory.  Burnaby was home to 

the largest office sales transactions of the quarter with the $20.8 

million sale of the Ballard Building to Madison Pacific Properties, 

as well as the $15.1 million sale of 3555 Gilmore Way to 

Kingswood Capital.  This is a considerable increase in investment 

volume for a submarket that has seen no significant sale 

transactions in recent quarters.   

The vacancy rate climbed sharply this quarter, increasing to 

13.1% - significantly higher than the rate of 7.4% posted this time 

last year.  This can be partially attributed to the nearly 200,000 

square feet of speculative construction that was completed in 

Burnaby in the second quarter. Absorption fell in the second 

quarter with over 51,000 square feet given back to the market 

which results in over 20,000 square feet of negative absorption so 

far in 2010.  

All of Vancouver’s office construction completions in the second 

quarter took place in the Burnaby submarket, which saw four 

new projects add 343,000 square feet of space to the market, 59% 

of which was constructed on a speculative basis.  This influx of 

speculative construction is expected to apply further pressure to 

rising vacancy rates and declining absorption.  Helping to 

stabilize this market is the improved leasing interest in this area, 

particularly for new product located close to Skytrain stations. 

 

 

New Westminster 

New Westminster, the smallest of the office submarkets with 1 

million square feet of inventory, has maintained double-digit 

vacancy through much of the past decade.  Vacancy has trended 

downward steadily since the fourth quarter of 2007 when it 

reached 15.5%.  In the final period of 2008 it posted 9.2%, before 

fluctuating through 2010, reaching 13.7% by Q2, up from 10.8% 

in Q1.  

Phillips Building 
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Year-to-date space absorption stands at 10,500 sf, with almost 

3,000 sf of negative space absorption posted in Q2 2010.  2009 

year-end absorption stood at 14,000 square feet compared to 

79,000 square feet posted in 2008. 

The inventory in New Westminster was boosted in 2009 by 

Cancamel Investment’s new 54,000 square foot Westminster 

Centre South which completed construction last quarter and is 

substantially occupied by the B.C. Safety Council. This additional 

inventory is the region’s first new office building since 2001. 

 

North Shore 

This market of 1.5 million square feet has typically been one of 

the tightest of the suburban submarkets in terms of vacancy and 

Q2 2010 was no exception, posting a vacancy rate of 5.3%, down 

from 6.6% last quarter.  This sustained level of demand has 

resulted in increased average net asking rents, with the North 

Shore second only to Burnaby in terms of asking suburban rental 

rates at $20.03 psf on average.  

Sales and leasing activity was limited in the second quarter, with 

no significant deals taking place.  With much of the tenant activity 

occurring through the lease-up and return of relatively smaller 

spaces, vacancy and absorption have fluctuated only slightly in 

2010.  With no new construction announcements expected and 

no significant signs of space retractions, this market is expected 

to remain stable moving through 2010. 

 

Richmond 

The Richmond office market experienced a slight dip in vacancy 

rate in the second quarter of 2010 but still remains the highest 

vacancy rate of all submarkets in the Vancouver area at 17.6%.  

The vacancy rate dropped this quarter, but remains well above 

the second quarter of 2009 figure of 13.3%.  

Absorption improved for all market segments, with Class B 

leading the way with the largest quarter-over-quarter change, 

improving from -11,000 square feet in the first quarter to over 

9,000 square feet of space taken up in the second quarter.  

Although absorption levels have improved this quarter, the year-

to-date figure remains negative with 7,500 square feet of space 

given back to the market.  

One of the larger office lease transactions took place in 

Richmond with Whitewater West Industries occupying the first 

and second floor of 6660 McMillan Way (28,250 square feet). 

With two other lease transactions in excess of 10,000 square feet, 

leasing activity has increased 77% in the second quarter.  No new 

construction announcements are expected in the near future. 

Surrey 

Surrey was home to the 

two largest office lease 

transactions of the second 

quarter. The Fraser Health 

Authority took up almost 

190,000 sf of space and 

Simon Fraser University 

relocated from  the 

Central City Office Tower 

to make way for the 

leasing of their floors to 

PricewaterhouseCoopers 

Management and 

McQuarrie Hunter LLP. 

Despite these leases, as 

occupancy is yet to occur, 

vacancy climbed in the 

second quarter to 15.3%, 

up from 12.5% in the first 

quarter of 2010. The majority of this vacancy stems from Class A 

office space, which posted a vacancy rate of 18.9%, compared to 

just 1.9% for Class B space in the second quarter.   

Absorption levels dropped this quarter with total second quarter 

negative 1,500 square feet, down from over 10,500 square feet of 

space taken up in the first quarter of 2010.  2009 year-end 

absorption figures were just over 17,000 square feet, but are 

down from the 2008 year-end total of nearly 130,000 square feet. 

The Surrey market continues to be dominated by Central City, an 

800,000 square foot office building built in 2003 which accounts 

for nearly one quarter of total inventory.  No new construction 

announcements are expected in the near future for the Surrey 

submarket. 

 

.   

 

  

Central City Office Tower 
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Overall Rental vs. Vacancy Rates 

 

Overall Absorption CBD vs. Non-CBD 

 

 

 

 

 

 

 

 

 

 

 

 

¶  A decrease in CBD vacancy to 4.6% from 5% was seen in the 

second quarter, however it remains up from the 2.8% posted in 

2007.  

¶ Asking net rent increased over the quarter, reaching $26.03 psf in 

the CBD, up from $24.38 in Q4 2009. Non-CBD rental rates have 

remained relatively stable since 2008.  

¶ After posting 643,365 sf of negative absorption at the end 2009, 

absorption levels have returned to positive territory in both the 

CBD and non-CBD. 

¶ The CBD saw almost 70,000 sf of space taken up in Q2 2010, 

while the non-CBD posted absorption of over 17,000 sf.  

 

Leasing Activity CBD vs. Non-CBD 

 

 

 

 

 

 

 

Construction Completions ï Build-to-Suit vs. Speculative 

 

¶ 27 lease transactions over 10,000 sf occurred during the second 

quarter of 2010.  The bulk of this space was taken up in Surrey and 

the CBD. 

 

¶ The majority of the over 343,000 sf of new supply that entered the 

market in the second quarter was speculative development.  This 

contrasts with the past several quarters, which saw only limited 

speculative development, as investors favoured lower risk build-to-

suit projects.  
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SQ. FT. Under Construction vs. Completions 

 

Overall Vacancy Rates CBD vs. Non-CBD 

 
 

¶ Limited construction was seen in Vancouver between 2004 and 

2006, contributing to Vancouver’s tight vacancy and high rental 

rates.  New development should help to alleviate some of the 

pressure faced by tenants in this supplier’s market; however the 

recession has tempered plans for new projects not already in the 

development pipeline. 

¶ Vacancy improved this quarter in the CBD. This is likely due to a 

limited supply of high quality available space.  The suburban market 

saw an increase in vacancy over Q2 2010 as more space came to 

market.  

 

Vacant Space Trends Overall vs. Sublease 

 

 

 

Overall Available Space vs. Rental Rates 

 

 

 

 

 

 

 

 

 

 

 

¶ Vacant space remained relatively stable between the first and 

second quarters, but has increased significantly since the fourth 

quarter of 2008.  

¶ Sublease vacant space climbed in the second quarter, after 

decreasing in the first quarter of 2010. The amount of vacant 

sublet space has increased by almost 500,000 sf since mid-2008 but 

dropped by more than 300,000 sf since mid-2009 

¶ Rental rates dropped slightly at the end of 2009, corresponding to 

an increase in available space over the same period.  Asking rental 

rates this quarter stood at $20.35 psf, which is in line with the rates 

posted over recent quarters. 
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This report contains information available to the public and has been relied upon by 
Cushman & Wakefield Ltd. on the basis that it is accurate and complete. Cushman & 
Wakefield Ltd. accepts no responsibility if this should prove not to be the case. No 
warranty or representation, express or implied, is made to the accuracy or completeness 
of the information contained herein, and same is submitted subject to errors, omissions, 
change of price, rental or other conditions, withdrawal without notice, and to any special 
listing conditions imposed by our principals. 
 
©2010 Cushman & Wakefield Ltd.  All rights reserved. 

 

For industry-leading intelligence to support your real estate and 
business decisions, go to Cushman & Wakefield’s Knowledge 
Center at www.cushmanwakefield.com/knowledge 
 

Cushman & Wakefield Ltd. 
700 West Georgia Street, 7th floor 
Vancouver, BC V7Y 1A1 

(604) 683-3111 

MARKET/SUBMARKET STATISTICS 

   Overall Direct YTD  Q2 2010 Q2 2010 YTD 

  No. of Vacancy Vacancy Leasing Under  Construction Overall Overall 

Market/Submarket Inventory Bldgs. Rate Rate Activity Construction Completions Absorption Absorption 

Downtown Vancouver 23,822,187 184 4.64% 3.56% 
  

0 81,948 69,529 

Broadway Corridor 5,223,354 92 4.43% 3.68% 0 -27,322 -29,215 

Central 29,045,541 276 4.77% 3.58% 832,275 0 0 54,626 40,314 

Burnaby 9,607,059 113 13.08% 11.41% 

  

264,018 -51,023 -20,719 

Richmond 4,365,067 75 17.58% 14.63% 0 14 ,987 -7,533 

North Shore 1,523,825 34 5.33% 4.60% 0 19,037 25,897 

New Westminster 1,039,147 26 13.69% 12.18% 0 -2,927 10,528 

Surrey 3,246,638 43 15.32% 15.28% 0 -1,497 9,130 

Suburbs 19,781,736 291 12.40% 12.27% 833,273 0 264,018 -21,423 17,303 

VANCOUVER TOTAL 48,827,277 567 8.36% 7.10% 1,665,548 0 264,018 33,203 57,617 

 

 

MARKET HIGHLIGHTS 

SIGNIFICANT 2Q2010 NEW LEASE TRANSACTIONS 
BUILDING SUBMARKET TENANT SQ FT BLDG CLASS 

13450 102 Avenue Surrey Fraser Health Authority 188,680 A 

1075 West Georgia Street Vancouver Fluor Canada Ltd. (renewal) 55,315 A 

1040 West Georgia Street  Vancouver Hunter Dickinson 45,895 AAA 

840 Cambie Street Vancouver Microsoft Canada 37,096 B 

6660 McMillan Way Richmond Whitewater West Industries Ltd 28,270 B 

4190 Still Creek Drive Burnaby Fortinet Technologies 25,136 A 

     

SIGNIFICANT 2Q2010 SALE TRANSACTIONS   

BUILDING SUBMARKET BUYER SQ FT PURCHASE PRICE 

Ballard Building Burnaby Madison Pacific Properties Inc 117,000 $20,750,000 

Phillips Building Vancouver Omni Group of Companies 55,000 $15,250,000 

3555 Gilmore Way  Burnaby Kingswood Capital 82,001 $15,099,000 

2450 Ontario Street Vancouver 2450 Ontario Street Investments 38,224 $11,250,000 

1545-1555 West 8
th
 Street Vancouver Kenstone West Properties Ltd. 18,000 $6,400,000 

1682 West 7
th
 Street Vancouver Kenstone West Properties Ltd. 21,000 $6,370,000 

     

SIGNIFICANT 2Q2010 CONSTRUCTION COMPLETIONS 
BUILDING SUBMARKET MAJOR TENANT SQ FT COMPLETION DATE 

Willingdon Park Building 9 Burnaby Speculative 92,509 May  2010 

Broadway Tech Centre Building 5 Burnaby BCLC 79,000  May 2010 

Broadway Tech Centre Building 7 Burnaby Aker Solutions  79,000 May 2010 

     

SIGNIFICANT PROJECTS UNDER CONSTRUCTION  
BUILDING SUBMARKET MAJOR TENANT SQ FT COMPLETION DATE 

Willingdon Park Building 8 Burnaby Speculative 90,000 July 2010 

Metrotower III Burnaby Speculative 400,000 January 2013 

Jameson House Vancouver Speculative 60,000 May  2011 

     

     

     

 


