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Edmonton’s commercial real estate market is experiencing 
robust activity with an influx of retailers from the United States 
and our first new downtown office tower in 20 years. Industrial 
businesses have stabilized since the end of our last decade and 
the market is now again gaining momentum. 

Of a provincial total of $195 billion in major projects proposed, 
currently under construction or recently completed, $162 billion 
are in Edmonton and Northern Alberta.  Oil, Gas and Oilsand’s 
projects make up 75% of this total.   Edmonton is a staging 
ground for points north, and Alberta created more jobs than 
the entire United States during the month of June 2011.  Yet to 
quote NAI Global’s President and CEO Jeffrey M. Finn, “It’s been 
another interesting quarter with uncertainty and fear once again 
winning out over greed.” 

The Investment market has experienced impressive activity.  
Large scale transactions have again dominated the market with 
the limited availability of small investment properties.  Deals that 
took place or were announced included:

Industrial:

 � Pure Industrial Real Estate Trust’s (PIRET) purchase agree- 
  ment for $132.5 million. This includes the 70th Street 

Property warehouse in Edmonton (138,633 sq. ft. for $28.8 
million) as well as 20 properties across Alberta and Ontario, 
and 3 individual properties.  The average capitalization rate 
was 7.15%.

 �  Artis REIT’s purchase of the under construction 65,000 sq. 
ft. Aluma Building for $17.1 million, a 7.6% cap rate.

Retail:

 �  Primaris Retail REIT bought the 312,000 sq. ft. St. Albert 
Centre from Ivanhoe Cambridge as part of a 5 regional 
shopping centre deal worth $572 million.

 �  Meadowlark Health & Shopping Centre bought in a 50-50 
partnership between First Capital Realty and ProMed 
Properties, a subsidiary of Gazit America.  $84 million for 
306,000 sq. ft. on 23 acres.

 �  Melcor’s sale of the Market at Magrath, a 78,798 sq. ft. 
retail and office project, to Canada Mortgage and Housing 
Corporation for $34.5 million.

 �  Bayfield Realty Advisors purchased Mill Woods Town Centre 
with RioCan REIT for $94.6 million. Mill Wood’s Town Centre 
is a 537,161 sq. ft. enclosed mall, a 48,095 sq.  ft.  medical 
office building and 6 acres of vacant land.  RioCan, in turn, 
purchased a 40.34% co-ownership interest in Mill Wood’s 
Town Centre for $34.7 million, representing a 7.6% cap rate.  

Office:

 �  Dundee REIT purchased a 29 office property portfolio from 
Blackstone Real Estate & Slate Properties for $831.8 million 
at a cap rate of 7%.  Edmonton office buildings included the 
Baker Centre (145,469 sq. ft.), the Milner Building (178,095 
sq. ft.), HSBC Building (119,073 sq. ft.) and Highfield Place 
(102,912 sq. ft.).

 �  Northwest Healthcare Properties REIT acquired Hys Centre 
for $53 million, including a medical office complex comprised 
of a 147,000 sq. ft. medical office building, 50 residential 
apartments and a 384 stall pay parking facility, as well as 
Tawa Centre, a 94,500 sq. ft. medical office complex, for 
approximately $25.9 million.

 �  CN Tower was sold to the Strategic Group of Companies for 
$55 million, with 284,476 sq. ft. of leasable space.

 �  Morguard REIT purchased a 50% interest in the 304,000 sq. 
ft. Petroleum Plaza.

Other:

 �  Dundee REIT acquired Realex Properties Corp.’s outstand-
ing common shares for a cash consideration of $154.4 
million.  Properties acquired include 6 Edmonton office 
buildings totalling 275,000 sq. ft. and 2 Edmonton industrial 
buildings.

 �  Northland Property Corp. purchased the Sutton Place Hotel 
for $34 million.

 �  Whiterock REIT’s agreement to acquire 619,792 sq. ft. of 
multi-tenant flex properties from Trans America Group.  At 
a cost of $108 million, it represents a capitalization rate of 
7.6%.
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With a total Office inventory of 24,806,987 
sq. ft., vacancies decreased slightly to 
7.08% from 7.13% in 2010.  Edmonton’s 
first new office tower in 20 years opened  
September 2011.  The first of 4 towers 
planned for the Station Land’s site, Epcor 
Tower is a 30 story, 618,000 sq. ft. build-
ing, home to Epcor, Capital Power and the 
Federal Department of Justice.  This “Epcor Effect” has resulted 
in a reduction in lease rates since landlords need to become 
more competitive to offset increased inventory. Tempering this 
increased vacancy is the news that ATB Financial will keep its 
offices downtown, committing to a 15 year sub-lease at Telus 
House for more than 250,000 sq. ft.  Other notable leasing activ-
ity for downtown includes Telus’ extension to 2026 on 318,000 
sq. ft. of space, ATCO Group’s 23,000 sq. ft. expansion into 
the Milner Building and IBI Group’s lease of 30,000 sq. ft. in the 
Intact Insurance Building.

The Suburban Office market will be under pressure to reduce 
rates and offer incentives since the increased inventory/vacancy 
downtown will provide an incentive for office tenants to relocate 
downtown for upscale premises at reduced rates.  While rates 
have been decreasing, average asking net rental rates vary from 
$12 to $16 on existing product, with new developments still 
seeking roughly $22 to $25.  Two significant lease deals in the 
suburban market were Magna Engineering’s 58,000 sq. ft. of an 
OPUS design built project and Worley Parsons’ 44,000 sq. ft. in  
Prospect Place.

Edmonton’s Retail market remains strong and has seen a 
significant reduction in vacancy at 1.76% on an inventory 
of 27,593,134 sq. ft., down from last year’s 2.96%.  The big 
news in this market, as mentioned in the opening, is the invasion 
of U.S. retailers, as they head to where the money is.  Similar 
to Wal-Mart’s entrance into the Canadian market in the 1990's 
through the acquisition of 122 Woolco stores, Target has paid 
$1.8 billion to buy more than 200 Zeller's department store leas-
es. Not to be outdone, Walmart will open 5 new Edmonton loca-
tions in Zeller’s locations it purchased the leasehold rights for.  In 
addition, Big Lots, Inc. purchased Liquidation World Inc. for its 
first expansion outside of the United States through a network 
of 89 stores.  American retailers Cabela’s Outfitters and Lowe’s 
Home Improvement opened their first locations in Edmonton this 
past summer and others are sure to follow.

This “Epcor Effect” 
has resulted in a 

reduction of lease 
rates...

Many new neighbourhood centres are under development and 
existing super centres continue to expand as they fill out their 
tenant base.  Worth mentioning is WAM Developments’ Emer-
ald Hills Centre in Sherwood Park.  With Wal-Mart as an anchor, 
the 600,000 sq. ft. of leasable space on 63 acres is under con-
struction.  Net rental rates for neighbourhood centres start from 
$18+/-, escalating to $28 to $32 for newer developments. 

Inventory of Industrial space is 96,783,067 sq. ft. with vacan-
cy of 3.0 % versus 2.94% for 2010. While there is still reason 
to be cautious as you look at world markets such as Greece and 
continued uncertainty in the United States, the conversations 
regarding Fort McMurray, Edmonton and Alberta are optimistic.  
While activity in the market is brisk, this optimism is soon forgot-
ten by tenants and buyers when the rubber hits the road.  Nego-
tiations stir a sense of caution over recent market events and the 
uncertainty in these other markets. 

Buyers and tenants have few options to 
choose from as market activity increases.  
Small lease bays are taken up quickly 
and few availabilities present themselves 
for 50,000 sq. ft. plus users.  While buy-
ers are concerned about the price of sale 
properties, they soon find that there are 
very few options to negotiate against.  
Net rents have moderated somewhat over the past couple of 
years, but landlords are beginning to stand firm.  Small bay ware-
house rates average between $7.50 to $10.  Larger warehouse 
rents average $7.50 to $8.50 on newer projects. Rent increases 
on all industrial product for any special features like storage yard 
or craneage.  
 
In Northwest Edmonton, Hopewell Developments is beginning 
construction of the Horizon Business Park on a 71 acre parcel 
of land, and WAM Developments continues construction of the 
Northwest Business Park, which will have 1.2 million sq. ft. of 
lease space upon completion.  In the southeast, numerous proj-
ects are underway in Pylypow Industrial Park and Laurin Indus-
trial Park as well as the ongoing development at CityView Busi-
ness Park by Oxford Developments.  Other transactions of note 
are Landtran Logistics’ lease of a 90,000 sq. ft. facility, Champion 
Pet Foods’ lease of 118,000 sq. ft. at Yellowhead Crossing, Mo-
tion Industries’ lease of 76,000 sq. ft. in Gateway Business Park 
and Manitoulin Transport’s opening of a 100,000 sq. ft. terminal 
in Acheson.

...landlords are 
beginning to stand 

firm.



Industrial Land prices have had a recovery.  A sampling of sales 
of parcels from 1 to 5 acres this year shows an average price 
of $636,113, compared with $512,820 per acre last year and 
$677,083 two years ago.  Sales of similar parcels in the greater 
Edmonton region averaged $356,668.

1 - 5 Acre Parcels of Industrial Land
Based on a sample of actual sales

Year City of Edmonton
Avg. Price/Acre

Greater Edmonton
Avg. Price/Acre

2009 $677,083 N/A

2010 $512,820 N/A

2011 $636,113 $356,668

Whether you blog, tweet, read the headlines or watch your local 
news, it is difficult not to look at real estate markets cautiously.  
Consider that Edmonton’s retail market is going great guns, our 
downtown has its first new tower in 2 decades, and a new Royal 
Alberta Museum building and arena complex is also planned for 
downtown.  Combine that with Edmonton acting as the staging 
area for Fort McMurray and the Athabasca Oilsands, what Ezra 
Lavant has termed “Ethical Oil,” and there is reason to be excited 
about what’s happening.  For those who are cautious about en-
tering the market, ask your real estate agent how many times 
they have heard, “We should have been here 2 to 3 years ago.” 

This report was compiled by Kim Sarnecki, CMA 
Associate, NAI Commercial Real Estate Inc.
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NAI Commercial represents tenants and landlords, buyers and 
sellers in industrial, R&D, office, and retail property. We provide 
smart thinking and fast action on behalf of our clients who run 
the gamut from local entrepreneurs to some of the largest cor-
porations in the world. No matter your requirements, whether 
it’s moving to a new facility, expanding into a new market, or 
contemplating a relocation of your corporate headquarters, NAI 
Commercial can help you make the best decisions expeditiously, 
minimizing cost and maximizing value.

 � Tenant Representation

 � Landlord Representation

 � Corporate Services

 � Acquisition / Disposition

 � Business Condominiums

 � Business Sales

Whether you want to get something done locally or halfway 
around the world, NAI can help. To speak with us regarding 
your real estate needs, please give our office a call.

Contact information
NAI Commercial Real Estate Inc.
4601 - 99 Street
Edmonton AB T6E 4Y1
www.naiedmonton.com
780 436 7410
nai@naiedmonton.com

NAI COMMERCIAL

WE CONNECT PEOPLE 
WITH PROPERTY.


