AVISON
YOUNG

Media Release

For Immediate Release (11 pages) Media Contact:
Wednesday, October 3, 2018 Sherry Quan
604.647.5098 or 604.726.0959

email: sherry.quan@avisonyoung.com

Editors/Reporters

- Please click on link to view and download Avison Young’s Fall 2018 North America and Europe
Commercial Real Estate Investment Review:
https://avisonyoung.uberflip.com/i/1034498-ayfall18namericaeuropeinvestmentreviewoct3-18final

Investors seek opportunities to deploy capital outside their traditional parameters

Avison Young releases its Fall 2018 North America and Europe
Commercial Real Estate Investment Review

Toronto, ON — Capital continues to flow into global commercial real estate markets, inhibited
only by the scarcity of available product for sale. Yields on commercial real estate are still
attractive when compared with alternative investments; however, limited supply and cap-rate
compression are leading some investors to seek opportunities outside their traditional parameters.

These are some of the key trends noted in Avison Young’s Fall 2018 North America and
Europe Commercial Real Estate Investment Review, released today.

The report covers commercial real estate investment conditions in 59 markets in six countries on
two continents: Calgary, Edmonton, Montreal, Ottawa, Toronto, Vancouver, Atlanta, Austin,
Boston, Charlotte, Chicago, Cleveland, Columbus, OH; Dallas, Denver, Detroit, Fairfield
County, Fort Lauderdale, Hartford, Houston, Indianapolis, Jacksonville, Las Vegas, Long
Island, Los Angeles, Memphis, Miami, Minneapolis, Nashville, New Jersey, New York,
Oakland, Orange County, Orlando, Philadelphia, Phoenix, Pittsburgh, Raleigh-Durham,
Sacramento, San Antonio, San Diego County, San Francisco, San Jose/Silicon Valley, San
Mateo, St. Louis, Tampa, Washington, DC; West Palm Beach, Westchester County, Mexico
City, Coventry, London, U.K.; Manchester, Berlin, Duesseldorf, Frankfurt, Hamburg,
Munich and Bucharest.

"Public and private capital continue to target commercial real estate assets around the globe,
pushing asset values higher and making it more difficult for investors to find rewarding
opportunities — leading to more joint-venture, value-add and redevelopment opportunities,”
comments Mark E. Rose, Chair and CEO of Avison Young. “Investment capital flowing into the
sector is buoyed by sound property leasing fundamentals with good demand; and with some
exceptions, supply is still relatively constrained.”
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He continues: “With prime assets delivering slim returns, there’s a real quest for consistent growth
across countries and asset types. All of these dynamics are occurring against a backdrop of
ongoing geopolitical concerns, including the negotiations leading up to the new trade agreement
between the U.S., Mexico and Canada, trade-war tensions in Asia-Pacific and Brexit in the U.K.,
not to mention the prospect of higher long-term interest rates and the impact on asset pricing —
all of which continue to weigh on the minds of investors.”

According to the report, even while the U.S. was in the process of negotiating a new trade
agreement with Mexico and Canada, cross-border investment into the commercial real estate
sector continued to flow, especially from Canada to the U.S. Mexico’s stable and healthy
macroeconomic fundamentals have made the country a well-regarded destination for global
investment capital and one of the most open economies for international trade and investment.

Across the Atlantic, London’s commercial real estate market has continued to show remarkable
resilience in the face of stiff headwinds — enduring significant political and economic uncertainty
caused by the EU referendum result, the shock result of the snap U.K. election and growing
tensions between the U.S. and China, which have raised fears of a trade war that could have
global economic impacts.

Across Germany’s five major markets, office assets once again attracted the most capital as
already tight capitalization (cap) rates continued to compress. Frankfurt posted the country’s
largest single transaction of the first half, while in Berlin, alternative asset types gained popularity
with investors. In Romania, the capital city of Bucharest remains in top position with positive
fundamentals and improving liquidity, and still offers favourable returns compared with other
countries in the region.

Rose adds: “While concerns over rising interest rates and their impact on values remain, we don’t
expect to see a material decline in investor appetite during the second half of 2018."

CANADA

Investors remain enthusiastic about Canada’s commercial property market, despite uncertainty
surrounding rising interest rates, the lateness of the investment cycle and — in particular — scarcity
of available product to meet insatiable demand. Against a backdrop of geopolitical tensions and
financial volatility, Canada is still viewed globally as a safe haven, given the country’s stable
economic and political climate and sound property market fundamentals.

“Canadian and international investors continue to view the country in a favourable light,” notes
Bill Argeropoulos, Principal and Practice Leader, Research (Canada) for Avison Young.
“Toronto and Vancouver remain the primary destinations for investor capital, but investment was
relatively evenly distributed among the asset classes nationwide in first-half 2018. In fact, Toronto
is in good company among North America’s major markets — the only Canadian market to crack
the top 10.”

The report goes on to say that office product is attracting its share of capital as the influx of
technology and co-working firms adds to demand from traditional sectors. Ongoing urban
intensification is not only impacting the office sector, but rising population density and the strong
links between the industrial and retail sectors — resulting from the growth of e-commerce and last-
mile logistics — mean that both asset types are garnering investors’ attention. Meanwhile, tight
housing supply is driving multi-family investment, yielding the lowest cap rates. With development
robust in all sectors, the scarcity of developable land has put land sales on pace for a record year.
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“‘Among the top five transactions by dollar volume in each of the six major Canadian markets,
office building sales outnumbered all other asset types as investors paid top dollar for these prized
properties, including a 50% interest in Toronto’s Bay Adelaide Centre, which was sold to a foreign
investor for $850 million,” says Argeropoulos. “Other noteworthy transactions included
Bombardier’s sale of its Downsview Airport site in Toronto for $825 million — the largest ICI land
sale on record in Canada, while the Gateway Casinos portfolio in Greater Vancouver was Western
Canada’s largest deal at $501 million.”

Argeropoulos adds: “The first half of 2018 was notable not only for direct investment in commercial
real estate assets, but also multi-billion-dollar M&A activity in the industry, with headline
transactions including Choice Properties REIT’s purchase of CREIT and Blackstone’s acquisition
of PIRET. At the same time, Canadian capital continued to flow into the U.S. as trade-agreement
negotiations and political uncertainty did not dampen investors’ interest in assets south of the
border.”

Notable First-Half 2018 Canadian Investment Market Highlights:

e After pouring a record $36.2 billion into commercial real estate assets (office, industrial,
retail, multi-family and ICI land worth $1 million or more) across Canada’s six major
markets (Vancouver, Calgary, Edmonton, Toronto, Ottawa and Montreal) in 2017,
investors placed another $17.7 billion in first-half 2018 — down a modest $1.3 billion, or
7%, from the first half of 2017. Though office was the most sought-after asset type among
investors, retail, ICl land and industrial were not far behind.

e Toronto, the top investment location, ($8.2 billion/46% share) outstripped Vancouver ($5.1
billion/29% share) from one year earlier as the two markets combined for three-quarters
of total first-half 2018 dollar volume. Toronto attracted the most capital in four of the five
sectors, placing second to Vancouver only in retail asset sales. Apart from in Toronto and
Ottawa, property sales in all markets declined by varying degrees year-over-year.

¢ Office was the most desired asset class, securing one quarter, or $4.5 billion, of investor
capital, but sales declined 16% year-over-year. Toronto was the only market to register
year-over-year sales growth (+35%) as it garnered $2.7 billion (60% of first-half 2018 office
dollar volume) in sales — more than the other five markets combined, and almost triple
Vancouver’s $1.1-billion performance.

e Coming off a record $9-billion performance in 2017, retail posted $3.9 billion (22% share)
in first-half 2018 sales — a decrease of 25% year-over-year. As in first-half 2017, investors
favoured retail properties mostly in Vancouver ($1.7 billion) and Toronto ($1.3 billion) as
these two markets combined for 78% of total retail investment in the first half of 2018.

e Given robust construction activity across the country, ICI land was in high demand. In all,
$3.8 billion worth of land parcels changed hands in the first half of the year — the only
sector to post notable year-over-year growth in sales (+82%). The land sector was
exceptionally hot in Toronto and Vancouver as annual sales in each market nearly doubled
to $1.8 billion and $1 billion, respectively.
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e The value of industrial acquisitions inched up 1% year-over-year to $3.3 billion at the
midway point of 2018, while cap rates compressed in nearly every market. Buyers
continued to seek product in one of North America’s biggest and tightest industrial
markets, Toronto — accounting for almost half of overall investment in the sector.
Meanwhile, more capital flowed into Ottawa, Montreal and Edmonton compared with one
year eatrlier.

e Accounting for only 13% of the total first-half 2018 investment tally, multi-family property
sales dropped 28% to $2.3 billion from $3.2 billion one year earlier. Blackstone’s foray into
the Canadian multi-family sector (a joint-venture with Starlight Investments) propelled
Toronto ($848 million/+46%) ahead of Vancouver ($698 million/-55%) from one year
earlier.

o Multi-family assets commanded the lowest cap rates — closely followed by retail. On a
market-by-market basis, overall average rates showed the greatest compression year-
over-year in Montreal and Ottawa, while the lowest yields were found in Vancouver and
Toronto. The overall average cap rate across the six markets and five asset types was
5.2% at mid-year 2018, down 10 bps year-over-year.

Argeropoulos concludes: “In a world of moderating returns, investors are looking to capitalize on
landlord-favouring markets and sectors offering significant rental growth — pushing beyond pure-
play acquisitions to redevelopment and upgrade opportunities — while debt reduction and
geographic diversification continue. For the near term, asset values will remain elevated and cap
rates low.”

Robin White, Avison Young Principal and Chair of the firm’'s capital markets group, adds:
“Despite the challenges being faced in many parts of the world, Canada's economy has
maintained its resilience with low unemployment and moderate growth. This situation has
translated into continuing demand for real estate as an asset class from domestic and
international investors, both private and institutional. They have been attracted to the strong
fundamentals of the asset class, and there is no sign of this interest dissipating in the near term.”

U.S.

Despite investor concerns over interest-rate hikes, the economy and the country’s political
landscape heading into 2018, overall U.S. investment sales volume in the first half of the year
increased 4% year-over-year to approximately $137 billion in markets in which Avison Young has
an office. Industrial, retail and multi-family investment sales volume increases contributed to this
growth, while office investment decreased slightly. Multi-family investment sales volume
represented the largest portion of overall investment sales volume at $48 billion and was followed
closely by office investment sales at $46 billion.

Earl Webb, Avison Young’s President, U.S. Operations, notes: “Again in 2018, there is an
abundance of capital chasing a scarcity of quality assets, and when quality inventory is available,
pricing is being upheld. Not surprisingly, sales volume for multi-family assets overtook office sales
in the first half of this year, a trend we expect to continue.”

John Kevill, Avison Young Principal and Managing Director, U.S. Capital Markets, states: “This
year, we are seeing the composition of buyers vary according to each deal’s asset class, size and
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location. There have been no appreciable price changes as a result of recent interest-rate
increases, showing us that although pricing can be affected by interest rates, they are not directly
correlated.”

Foreign investors continued to demonstrate interest in the U.S. in first-half 2018, even in the face
of rising U.S. protectionism and global trade uncertainty.

Webb continues: “Foreign capital flow focused on high-profile and high-priced assets and was
concentrated in the New York, Los Angeles and Washington, DC metro markets. Notably, foreign
capital has shown a rising interest in construction investments although investors still prefer to
buy existing assets for their portfolios when available.”

The report goes on to say that Canada led foreign investment in the U.S. once again although the
composition of cross-border investors changed significantly. Investment from Chinese investors,
who had been particularly active in the U.S. in 2015 ($16 billion) and 2016 ($17 billion), fell off. In
comparison, Chinese investment in U.S. assets had reached approximately $4.9 billion by mid-
year 2018.

Private investors, REITs and institutional investors were all active in first-half 2018, fueled by the
availability of debt and commercial-loan increases. Private and institutional investors have
persistently been more active than foreign investors and REITs in recent years. The abundance
of accessible debt has created a competitive lending market, specifically for higher-quality assets.

The U.S. economy posted an unemployment rate of 4% and GDP growth of 4.2% in June 2018,
and these figures support the continued bullish outlook of many investors.

Kevill concludes: “Looking ahead to the rest of 2018, investment will likely be on par with the $300
billion of overall investment achieved in 2017.”

Notable First-Half 2018 U.S. Investment Market Highlights:

e Multi-family investment sales volume in the U.S. accounted for a whopping 35% of total
investment volume and totaled $48 billion — a 12% increase compared with the same
period in 2017. This prominent increase was supported by an abundance of recent
development across the U.S.

e U.S. office investment in the first half of 2018 demonstrated a slight decline compared with
the same period in 2017, falling 9% to $45.6 billion. The decline in individual asset values
year-over-year likely accounts for this decrease. Additionally, investors in the office market
have displayed a preference toward newer and higher quality office buildings. These
trends in the office market are expected to continue through the rest of 2018.

e U.S. industrial investment volume increased by 19% year-over-year to $23.6 billion in the
first half of 2018. The majority of this performance increase was due to megadeals, largely
because of high demand for industrial assets in light of the growth in online retail and need
for distribution centers. Industrial investors have displayed a tendency to focus on smaller
markets where they predict greater yields.
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o Cap rates have remained stable year-over-year even as interest rates have risen. The
average cap rate across all sectors dipped slightly to 6.4% at mid-year 2018 from 6.5% at
mid-year 2017. The most compressed cap rates in the U.S. were recorded in the multi-
family markets of Manhattan and San Mateo, both at 3.6%. Overall, the U.S. office market
had the highest cap rate at 7% and the multi-family sector had the lowest at 5.6%.

o Los Angeles was the top market performer overall for the second year in a row with total
investment ($11.2 billion) constituting 8% of all U.S. investment sales. Although office and
industrial volume in the first six months of 2018 lagged what was achieved in first-half
2017 due to limited inventory and a decrease in Chinese investment, the retail and multi-
family sectors increased by 200 and 460 bps, respectively.

e Washington, DC continued to be a favored investment target as its volume increased 22%
to $9.8 billion year-over-year. Although office sales decreased slightly, significant growth
in the multi-family and industrial sectors drove the overall volume higher.

¢ Manhattan also remained one of the top performers, achieving $8.7 billion in investment
volume in the first half of 2018 and a 5% increase in investment volume year-over-year
partly due to increases in cross-border investment. The retail and multi-family sectors
exhibited increases in sales volume — 50% and 19%, respectively, while Manhattan’s
office sales market remains the strongest in the U.S. at $6.7 billion.

*k%k

Editors/Reporters:

Please turn to the following pages of the report for local market highlights. For
comments on individual markets, please contact the Avison Young representatives
listed below. Thank you.

pp.4-5 Canada & U.S.:
Bill Argeropoulos, Principal and Practice Leader, Research (Canada), 416.673.4029 or 416.906.3072
(cell) bill.argeropoulos@avisonyoung.com

Margaret Donkerbrook, Principal and Practice Leader, U.S. Research, 202.644.8677
margaret.donkerbrook@avisonyoung.com

Canada

p.17 Calgary
Todd Throndson, Principal and Managing Director, 403.232.4343 todd.throndson@avisonyoung.com

p.18 Edmonton
Cory Wosnack, Principal and Managing Director, 780.429.7556 cory.wosnack@avisonyound.com

p.19 Montreal
Denis Perreault, Principal and Managing Director, 514.905.0604 denis.perreault@avisonyoung.com

p.20 Ottawa
Michael Church, Principal and Managing Director, 613.567.6634 michael.church@avisonyoung.com
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p.21 Toronto
Martin Dockrill, Principal and Managing Director, 905.283.2333 martin.dockrill@avisonyoung.com

p.22 Vancouver
Michael Keenan, Principal and Managing Director, 604.647.5081 michael.keenan@avisonyoung.com

United States

p.24 Atlanta
Steve Dils, Principal and Managing Director, 404.865.3663 steve.dils@avisonyoung.com

p.25 Austin
Corey Martin, Principal and Managing Director, 512.717.3084 corey.martin@avisonyoung.com

p.26 Boston
Michael Smith, Principal and Managing Director, New England, 617.575.2830

michael.smith@avisonyoung.com

p.27 Charlotte
John Linderman, Principal and Managing Director, North Carolina 919.420.1559

john.linderman@avisonyoung.com

p.28 Chicago
Danny Nikitas, Principal and Managing Director, 312.940.8794 danny.nikitas@avisonyoung.com

p.29 Cleveland
Chris Livingston, Principal and Managing Director, 216.406.1131 chris.livingston@avisonyoung.com

p.30 Columbus, OH
Scott Pickett, Principal and Managing Director, 614.264.4400 scott.pickett@avisonyoung.com

p.31 Dallas
Greg Langston, Principal and Managing Director, 214.269.3115 greg.langston@avisonyoung.com

p.32 Denver
Alec Wynne, Principal and Managing Director, 720.508.8112 alec.wynne@avisonyoung.com

p.33 Detroit
Jim Becker, Principal and Managing Director, 313.209.4121 jim.becker@avisonyoung.com

p.34 Fairfield County
Sean Cabhill, Principal and Managing Director, 203.614.1264 sean.cahill@avisonyoung.com

p.35 Fort Lauderdale
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.36 Hartford
Andrew Filler, Principal and Managing Director, 860.327.8302 andrew.filler@avisonyoung.com

p.37 Houston
Rand Stephens, Principal and Managing Director, 713.993.7810 rand.stephens@avisonyoung.com

p.38 Indianapolis
Bill Ehret, Principal and Managing Director, 317.210.8808 bill.ehret@avisonyoung.com
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p.39 Jacksonville
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.40 Las Veqgas
David Jewkes, Principal and Managing Director, 702.472.7978 david.jewkes@avisonyoung.com

p.41 Long Island
Ted Stratigos, Principal and Managing Director, 516.962.5399 ted.stratigos@avisonyoung.com

p.42 L os Angeles
Chris Cooper, Principal and Managing Director, Southern California 213.935.7435
chris.cooper@avisonyoung.com

p.43 Memphis
Warren Smith, Managing Director, 615.727.7409 warren.smith@avisonyoung.com

p.44 Miami
Donna Abood, Principal and Managing Director, 305.447.7857 donna.abood@avisonyoung.com

Michael Fay, Principal and Managing Director, 305.447.7842 michael.fay@avisonyoung.com

p.45 Minneapolis
Mark Evenson, Principal and Managing Director, 612.913.5641 mark.evenson@avisonyoung.com

p.46 Nashville
Warren Smith, Managing Director, 615.727.7409 warren.smith@avisonyoung.com

p.47 New Jersey
Jeff Heller, Principal and Managing Director, 973.753.1100 jeff.heller@avisonyoung.com

p.48 New York
Arthur Mirante, Principal and Tri-State President, 212.729.1896 arthur.mirante@avisonyoung.com

Mitti Liebersohn, Principal and Managing Director, 212.729.7734 mitti.liebersohn@avisonyoung.com

p.49 Oakland
Charlie Allen, Principal and Managing Director, 510.333.8477 charlie.allen@avisonyoung.com

p.50 Orange County
Keith Kropfl, Principal and Director of Brokerage Services, 949.430.0680 keith.kropfl@avisonyoung.com

p.51 Orlando
Greg Morrison, Principal and Managing Director, 407.440.6640 greg.morrison@avisonyoung.com

p.52 Philadelphia
David Fahey, Principal and Managing Director, 610.276.1081 david.fahey@avisonyoung.com

p.53 Phoenix
David Genovese, Principal and Managing Director, 480.423.7900 david.genovese@avisonyoung.com

p.54 Pittsburgh
Brad Totten, Principal and Managing Director, 412.944.2132 brad.totten@avisonyoung.com

p.55 Raleigh-Durham
John Linderman, Principal and Managing Director, North Carolina 919.420.1559
john.linderman@avisonyoung.com
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p.56 Sacramento
Thomas Aguer, Principal and Managing Director, 916.563.7827 tom.aguer@avisonyoung.com

p.57 San Antonio
Marshall Davidson, Principal and Managing Director, 210.714.8083
marshall.davidson@avisonyoung.com

p.58 San Diego
Jerry Keeney, Principal and Managing Director, 858.201.7077 jerry.keeney@avisonyoung.com

p.59 San Francisco
Nick Slonek, Principal and Managing Director, Northern California 415.322.5051
nick.slonek@avisonyoung.com

p.60 San Jose/Silicon Valley
Gregg von Thaden, Principal and Managing Director, 408.913.6901
gregg.vonthaden@avisonyoung.com

p.61 San Mateo
Randy Keller, Principal and Managing Director, 650.425.6425 randy.keller@avisonyoung.com

p.62 St. Louis
Tim Convy, Principal and Managing Director, 314.650.6601 tim.convy@avisonyoung.com

p.63 Tampa
Ken Lane, Principal and Managing Director, 813.444.0623 ken.lane@avisonyoung.com

Clay Witherspoon, Principal and Managing Director, 813.444.0626 clay.witherspoon@avisonyoung.com

p.64 Washington, DC
Josh Peyton, Principal and Managing Director, 202.644.8688 josh.peyton@avisonyoung.com

p.65 West Palm Beach
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.66 Westchester County
Sean Cabhill, Principal and Managing Director, 203.614.1264 sean.cahill@avisonyoung.com

Mexico

p.68 Mexico City

Guillermo Sepulveda, Principal and Managing Director, 52 55 4123 7570
guillermo.sepulveda@avisonyoung.com

United Kingdom

p.70 Coventry
Robert Rae, Principal and Managing Director, +44 (0)24 7663 6888 robert.rae@avisonyoung.com

p.71 London
Jason Sibthorpe, Principal and Managing Director, U.K. +44 (0)20 7046 6514

jason.sibthorpe @avisonyoung.com

p.72 Manchester
Mark Williams, Principal and Managing Director, +44 (0)161 819 8220 mark.williams@avisonyoung.com
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Germany

p.74 Berlin
Nicolai Baumann, Managing Director, +49 30 920 320 110 nicolai.baumann@avisonyoung.com

p.75 Duesseldorf
Stephan Heinen, Principal and Managing Director, +49 211 22070 100
stephan.heinen@avisonyoung.com

p.76 Frankfurt
Frank Loblein, Principal and Managing Director, Germany +49 69 962 443 111
udo.stoeckl@avisonyoung.com

p.77 Hamburg
Udo Stoeckl, Principal and Managing Director, Germany +49 69 962 443 111
udo.stoeckl@avisonyoung.com

p.78 Munich
Markus Bruckner, Principal and Managing Director, +49 89 150 025 250

markus.bruckner@avisonyoung.com

Romania

p.80 Bucharest

David Canta, Principal of Bucharest Operations and Managing Director, +40 727 737 894
david.canta@avisonyoung.com

Avison Young is the world’s fastest-growing commercial real estate services firm. Headquartered
in Toronto, Canada, Avison Young is a collaborative, global firm owned and operated by its
principals. Founded in 1978, the company comprises 2,600 real estate professionals in 84 offices,
providing value-added, client-centric investment sales, leasing, advisory, management, financing
and mortgage placement services to owners and occupiers of office, retail, industrial, multi-
family and hospitality properties.

-end-

For further information/comment/photos:

» Sherry Quan, Principal, Global Director of Communications & Media Relations,
Avison Young: 604.647.5098; cell: 604.726.0959 sherry.quan@avisonyoung.com

* Bill Argeropoulos, Principal and Practice Leader, Research (Canada), Avison Young:
416.673.4029; cell: 416.906.3072 bill.argeropoulos@avisonyoung.com

» Margaret Donkerbrook, Principal and Practice Leader, U.S. Research,
Avison Young: 202.644.8677 margaret.donkerbrook@avisonyoung.com

» Mark Rose, Chair and CEO, Avison Young: 416.673.4028
» Earl Webb, President, U.S. Operations, Avison Young: 312.957.7610

www.avisonyoung.com
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Avison Young is a 2018 winner of the Canada’s Best Managed Companies Platinum Club
designation, having retained its Best Managed designation for seven consecutive years.

Follow Avison Young on Twitter:
For industry news, press releases and market reports: www.twitter.com/avisonyoung
For Avison Young listings and deals: www.twitter.com/AYListingsDeals

Follow Avison Young Bloggers: http://blog.avisonyoung.com

Follow Avison Young on LinkedIn: www.linkedin.com/company/avison-young-commercial-real-estate

Follow Avison Young on YouTube: www.youtube.com/user/AvisonYoungRE

Follow Avison Young on Instagram: www.instagram.com/avison _young_global
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