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Looking ahead to 2020, there is an expectation that RevPAR 
growth will be the lowest in a decade. Occupancy is expected 
to decline slightly and ADR is forecast to grow only marginally. 

Headwind Pressures  

Lodging demand is closely linked to economic performance, 
with cyclicality disproportionately influencing lodging demand 
relative to other real estate classes. With the recent decelera-
tion in growth suggesting a potential downturn looming, lodging 
investors are attempting to forecast its time frame and severity, 
while looking to the past to inform strategies going forward. 

A number of economic factors are expected to influence hotel 
performance in 2020, including a deceleration in GDP growth, 
increasing labor costs, slowing of consumer spending, and 
continued trade tensions and tariff implementation. Lodging 
investors noted that although interest rate cuts may stimulate 
GDP, they do not believe that the cuts will be impactful enough 
to prevent further economic slowing. Current pressures on GDP 
revolve around the uncertainty of external factors, including the 
global trade environment, upcoming U.S. elections, and the 
impact of Brexit. The U.S. hotel industry is already experiencing 
negative effects from elevated construction costs, in part due 
to increased tariffs. If the trade armistice continues or worsens, 
investors worry that not only will these tensions affect hotel 
development and operational costs, but also will increasingly 
influence international travel into the United States, with poten-
tial implications for some of the key gateway markets that rely 
heavily on inbound travel demand. Likewise, although investors 
noted that businesses have generally benefited from the Tax 
Cuts and Jobs Act of 2017, the results of the 2020 election are 
expected to influence how business-friendly the environment 
continues to be. The eventual impact of Brexit also is yet to be 
seen, with investors also noting that, in addition to the future 
impacts on the United Kingdom, a strong U.S. dollar is making  
it more expensive for international travelers to come to the 
United States.

Unemployment has a twofold relationship with the hotel industry. 
With unemployment rates at historical lows, hotel investors are 
increasingly concerned about the growing cost of labor putting 
pressure on operating margins. Moreover, if future immigration 
policies become more stringent, it will decrease the avail-
able workforce for this sector, and create even more of a labor 
shortage of hourly workers. On the other hand, low unemploy-
ment typically has a positive impact on lodging demand. With 
increased job security and more people employed, transient 
business—in theory—should increase as discretionary income 
becomes allocated to things like travel and leisure. Having the 

labor available to service this increasing discretionary spend is 
becoming a greater concern.

Hotel investors also noted that a level of unprecedented uncer-
tainty surrounds the current political climate, both domestically 
and abroad. Policies that have the potential to dissuade inbound 
international travel and commerce threaten the U.S. hotel indus-
try. China and other countries have released travel advisories for 
the United States to dissuade travel, citing high crime rates. This 
political stance, as well as the devaluation of the yuan, is likely to 
have continued effects on Chinese inbound tourism. Investors 
indicated that shifting demand has already been felt in markets 
where international tourism is a large component of its business, 
like New York City. Yet, the long-term impact of these political 
implications is yet to be fully seen.

Ultimately, hotel investors are largely predicting that although 
uncertainty exists, a cautious “business as usual” approach is 
warranted for now. If economic headwinds escalate, the result-
ing impacts on the hotel industry will be more pronounced and 
investors may have to rethink their approach.

Changing Lodging Landscape

Although the broader economic environment weighs heavily on 
the sector, hotels have seen shifts in the lodging landscape that 
present opportunities to differentiate and capitalize on demand-
driven trends. 

●● Resort and urban fees have become increasingly popular 
in the industry as a way to monetize service offerings, like 
access to wi-fi and the fitness center. Pending litigation 
regarding the display and communication of these fees, 
however, has been an area of concern. While investors and 
industry participants continue to speculate on how to best 
facilitate these fees, there is widespread consensus on the 
positive impact of these fees on hotel operating margins.

●● Brand proliferation has been an area of interest for some 
investors, as recent brand introductions have taken a page 
out of boutique offerings of the past. Some of these new 
brands also present alternative models to the traditional hotel 
landscape, including home sharing and hostel-like accom-
modations.

Embracing Digital Transformation

The increasing use of technology in hotels remains a large 
opportunity for a considerable part of the industry. While some 
brands or properties are being early adopters of new technol-
ogy, there remain barriers to adoption, including cost and 
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implementation restrictions, as well as a lack of knowledge and 
experience. Yet, despite these barriers, momentum is growing 
to increasingly introduce and adopt new technologies, which 
are vital to driving both the guest experience and operational 
efficiencies.

Hotels are increasing the use of artificial intelligence (AI) and 
machine learning to create customer-facing chat bots, which 
streamline labor-intensive processes like ordering amenities to 
guest rooms, or connecting devices within guest rooms using 
the internet of things (IoT). 

Capitalizing on Coworking

The phenomena of hotel lobbies and common areas being 
used to conduct business is commonplace. However, with 
“digital nomads” becoming increasingly more prevalent in 
today’s workforce, hotels are learning to capitalize on this trend. 
In addition to increasing examples of hotels becoming a “hub” 
for collaboration, physical seating and offerings in public spaces 
are becoming progressively more important. 

To take things a step further, some hotels are even monetizing 
this trend by adapting the coworking model and dedicating 
space specifically designed to sell memberships or desks to fill 
the demand for nontraditional workspace. Hotels that have taken 
this approach offer these workers conveniences such as open 
and private workspaces, access to hotel amenities, community 
events, and even preferred room rates. These hotels benefit 
from this new layout by capitalizing on lower-revenue-generating 
space and creating a new group of loyal customers. 

Considerations Going Forward

The hotel industry’s recent performance suggests that it is at 
an inflection point. With both economic and political uncertain-
ties, hotel investors remain cautious as they approach 2020. 
However, there has been a shift in trends and guest prefer-
ences that allows for differentiation in the lodging marketplace. 
If adopted and expanded upon, these opportunities have the 
potential to create unique offerings as well as efficiencies to 
improve market share.



76 Emerging Trends in Real Estate® 2020

Putting Customers at the Heart of 
Reimagined Spaces
“While cash flows, cap rates, and NPV calculations are always 
important in real estate, focusing on the customer experience 
has become a significant priority.”

A major part of the industry’s success in building for the future 
lies in its ability to reshape real estate in response to changes in 
customer habits and expectations and evolving uses of space.

Changes are playing out in large and small ways across prop-
erty types. As online shopping continues to grow in Canada, the 
need for dedicated space for deliveries, including cold storage 
for food deliveries, is an emerging trend in the multifamily resi-
dential sector. Some developers are looking to cut the amount 

of space otherwise dedicated to kitchens or even eliminate 
standard appliances like ovens.

Co-living is another rising trend in Canada. Blending features of 
apartments, dorm rooms, and hotels, co-living accommodations 
offer residents the opportunity to have their own space within 
common living areas at a more affordable price. Some develop-
ers are developing multigenerational co-living projects, in which 
separate buildings accommodate the needs of a particular 
generation, but there also is common community space shared 
by all residents.

While some customers may be willing to give up space or 
certain features in the name of affordability or a preference for a 
more communal lifestyle, demand remains high for high-quality 
features and amenities that enrich residents’ experiences, 
including services like housekeeping, curated events, and easy 
access to basic household supplies.

The trend toward shared spaces in the office sector, which has 
been ongoing for several years, offers yet more evidence of 
rising tenant and customer expectations. Beyond good gyms, 
more tenants (and their employees) are looking for features like 
proximity to restaurants and less tangible elements, such as a 
communal vibe.

“The work environment is becoming more playful, more livable,” 
said one interviewee. “If you like going there, you’re going to 
enjoy working there and you’ll stay.” In response to those trends, 
many building designers are also designing offices in ways  
that make people feel more at home. For example, they are 
introducing wood finishes and kitchen designs more typical  
of a residential setting.

Emerging Trends in Canadian Real Estate:
Laying the Foundation for a Customer-Driven Future

Exhibit 4-1  Emerging Trends Barometer 2020
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As living and working spaces continue to decrease in size, 
expect the demands for more communal offerings to continue.

The Rise of Real Estate as a Service

These rising expectations are driving major shifts in an industry 
that has long been seen as reluctant to change. Much like the 
introduction of cloud computing revolutionized the software sec-
tor, the rise of real estate as a service (REaaS) is transforming 
all areas of real estate. Although coworking is the most common 
example of REaaS, the concept cuts across property types. 
As the gig economy becomes more prevalent in Canada, all 
space—whether residential, office, or retail—will increasingly  
be viewed as a service that is rentable.

Consider the decreasing desire to own property on the resi-
dential side, particularly among millennials and baby boomers. 
According to Statistics Canada’s latest census figures, home-
ownership rates in Canada remain very high, but the numbers 
have come down from their 2011 peak of 69 percent to 67.8 per-
cent in 2016. And despite the continued desire of many people 
to own, much less stigma is attached to renting than in the past.

Reflecting on the growing movement toward temporary spaces, 
one interviewee spoke of the potential of subscription-based 
models for housing in which people would occupy different 
products at a particular stage of life. As another interviewee 
noted, many consumers are already focusing more on monthly 
costs than the total purchase price. While affordability is a 
factor, the REaaS trend also goes back to changing consumer 
behaviors as people look for more flexibility as their lifestyles 
and preferences evolve.

Blurring the Lines

Another important aspect of all these trends is the blurring of 
lines between property types and uses. In the past, for example, 
office space was designed and built to address traditional 
notions of office-based work. But the new environment, shaped 
by technology and customer preferences, is changing that 
approach significantly. With access to a good wi-fi connection, a 
traditional office is no longer necessary. Once again, flexibility is 
key as form follows function.

Some of the ways that traditional lines are blurring include  
the following: 

●● The evolution of retail spaces to become more of a distribu-
tion hub with smaller store footprints;

●● The “surban” trend, in which suburbs are transitioning to 
include more urban elements with a live/work/play dynamic; 
and

●● Partnerships among coworking companies, hotels, and retail 
centers to provide access to underused space as well as 
services and amenities.

The real estate industry is clearly paying attention to these 
trends as companies make major investments in more flexible 
business models. But these shifts also represent a significant 
challenge for many industry players. When it comes to embrac-
ing coworking arrangements in offices, for example, short-term 
leases can affect property valuations and add to costs when 
tenants change more frequently. This makes it even more crucial 
for established industry players to embrace the technologies, 
services, and modernized spaces that can help them compete 
with newer entrants.

What Actions Can You Take to Position Yourself to Thrive?

Tap into a variety of information sources, including data-driven 
insights, to truly understand what your customers want. Embrace 
customer personalization to take your growth to new levels.

Exhibit 4-2  Real Estate Business Prospects, 2020 versus 2019
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Also, think about your supply chain. Which parts do you want to 
own and serve directly, and which can you assign to someone 
else to undertake on your behalf? Try to minimize the number 
of layers between your company and the end consumer so that 
you do not lose control of an important asset.

In addition, explore the ways that joint ventures and partner-
ships can help you explore new market opportunities. As larger 
projects with more diverse uses become more common, part-
nerships can go a long way in accessing the necessary capital 
and skill sets while sharing risks.

Powering Digital Transformation through 
Proptech
“Proptech will soon not be a novel concept. Technology will be 
embedded in all aspects of real estate.”

Interviewees clearly recognize that they need to pick up the 
pace of digital transformation if they are going to drive efficien-
cies and adopt the innovative and customer-driven models 
that are key to remaining relevant and continuing to grow. 
Construction technology is a rising trend, as seen in survey 
results that ranked it the top real estate disrupter for 2020.

And while survey respondents are focusing on specific emerg-
ing technologies, like artificial intelligence (AI) and the “internet 
of things” (IoT), they are also paying more attention this year to 
the impact of more general trends, like the rise of more flexible 
business models and the sharing economy, on real estate. As 
noted, the growth of coworking and co-living concepts featuring 
modern, technology-enabled, and blended spaces only adds 
to the pressure on real estate players to be more innovative and 
digitally focused.

Proptech Practices and Possibilities

The proptech conversation has picked up significantly among 
interviewees in the past two years, with several pointing to 
activities already in the works. Some large players are making 
significant investments in technology companies—in some 
cases through investment funds or accelerators—and the 
amount of investment activity is rising quickly. According to 
data from CB Insights, global proptech investment is projected 

Exhibit 4-3  Real Estate Capital Market Balance Forecast, 
2020 versus 2019
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Exhibit 4-4  Real Estate Capital Market Balance Forecast, 2020 versus 2019 
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to reach a record US$6.3 billion across 382 deals in 2019. By 
comparison, the figures were US$4.5 billion and 399 deals, 
respectively, in 2018 (exhibit 4-6).

With customers looking for digitally enabled and mobile-friendly 
spaces, interviewees are introducing (or at least exploring) new 
applications across the technology spectrum. Much of the activ-
ity cited by interviewees also revolves around smart-home and 
smart-building applications aimed at energy efficiency, typically 
by embedding IoT-powered sensors into their systems.

And while tenant apps that help office workers navigate building 
services and inform them about promotions have been around 
for a few years, companies continue to add to their features. 
Some companies with mixed-use portfolios are using them to 
market services and promotions across their properties by, for 
example, informing residential or office tenants about nearby 
retail offerings.

We are also seeing proptech developments in a number of 
areas, including the following:

●● Artificial intelligence/machine learning. AI and machine 
learning are emerging in a number of areas of real estate. 
For example, interviewees referred to emerging AI applica-
tions that can increase the power of smart-building systems 
to boost energy efficiency, particularly when combined with 
sophisticated sensors.

●● Drones. Some interviewees cited the use of drones in prop-
erty management and inspections to perform infrared heat 
analysis on building roofs. One residential developer referred 
to using drones to wash windows on buildings. Other uses of 
drones include monitoring construction progress and confor-
mity to plans, virtual site tours, and security surveillance.

●● Autonomous vehicles. One interviewee is looking at 
designing a residential development with no garages to 
account for a future that includes autonomous vehicles. 
Many real estate players are thinking about what shared 
models of vehicle ownership will mean for the industry, with 
several planning developments with the ability to convert 
parking lots to other uses in mind as new trends take shape.

●● Robotics. As noted, construction technology is a big focus 
for the industry, rising to the top of our list of real estate dis-
rupters for 2020 from fourth place in last year’s survey. Many 
companies are eager to explore automated solutions, like 
robots, to address labor shortages. While one interviewee 
said that it would likely take at least five years for such solu-

tions to make their mark, products are in the works, including 
devices worn by workers that help them lift heavy materials 
and be more productive and robots that can pick up and 
install drywall.

●● 3-D modeling and printing. Three-dimensional modeling, 
used to plan, design, and construct buildings, is a major 
area of interest and opportunity. One interviewee noted that 
it allows engineers to catch construction issues faster and 
find solutions before building has even started. Interviewees 
also touted the benefits of technologies like 3-D printing of 
some construction materials.

●● Virtual reality (VR). While much of the discussion revolves 
around using VR in marketing activities on the residential 
side to reduce reliance on presentation centers, some 
interviewees pointed to the benefits of integrating it into the 
planning and construction process. Improved visualization 
at the early stages can help improve decision making and 
reveal potential blind spots during construction.

A Growing Appetite for Data and Analytics

While many interviewees are saying that the next wave of technol-
ogy investments in real estate could be in the construction sector, 
with the introduction of the digital twin and the advancement of 
modular homes, another promising area is the monetization of 
data that allows organizations to connect these various systems 
and tools to create intangible assets in an organization.

To make the most of investments in technology and innovation, 
companies are recognizing that they will also need to do more 
with data, which becomes particularly powerful when organiza-
tions combine information from different sources to create more 
meaningful insights.

Real estate companies are using data in a variety of ways. By 
using data sets from online sources, for example, companies 
can get a clearer picture of housing inventory in specific markets 
to make better decisions about future investment opportunities. 
One player in residential housing uses data to forecast closing 
issues, which helps prevent defaults. Another interviewee uses 
a platform that centralizes deals data to help manage workflow, 
track milestones, and generate analytics.

Even as many companies have data governance on their agen-
das, the real estate industry faces a number of challenges when 
it comes to making use of data. As one interviewee pointed 
out, much of the industry’s data is unstructured, which makes it 
difficult to link systems to third-party market sources. Other chal-
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lenges include privacy issues and an overall lack of trust in the 
data that companies have. Despite these concerns, the industry 
needs to quickly expand its investments in this area while care-
fully balancing the privacy issues at play.

How Can You Move Your Transformation Forward?

Carefully examine the effects of disruption on your growth strat-
egy, operations, and workforce. From there, you can develop 
a plan to get ahead of disruptive change. This includes having 
staff resources with the necessary skills to navigate disruption 
and make the most of proptech.

Also, break down information silos to access data and analyt-
ics about your operations and customers across the business. 
Companies must also address data governance issues so that 
they can be confident they are using trustworthy and high-
quality data that delivers the insights they need to drive growth 
and efficiency.

In addition, explore how acquisitions and partnerships can help 
you access technologies that will fuel your growth.

Finally, recognize that it takes more than proptech solutions to 
digitally transform your organizations. Focus on consumer inter-
actions that can help you better understand the technological 
trends shaping demand and think about the cultural changes 
necessary to properly adopt new technologies and create an 
environment of innovative thinkers.

Navigating Policy and Geopolitical 
Uncertainty
“How does the public sector partner with the private sector to 
create social impact?”

As our survey results show, costs, regulation, and political 
issues are among the top economic, social, and development 
concerns for the real estate industry in 2020. As discussions 
about housing affordability take center stage in the Canadian 
policy landscape, governments have stepped up their efforts  
to respond.

At the federal level, debate has continued around the mortgage 
stress test, which has had the effect of restraining activity not 
only in expensive markets like Vancouver and Toronto but also  
in other areas where affordability is less of a concern.

In British Columbia, the province continued to introduce new 
policies affecting the housing market in 2019. They include the 
introduction of new taxes on homes valued at more than CA$3 

million and plans to establish a new registry of beneficial prop-
erty ownership to curb money laundering amid concerns about 
inflated home values.

While some of these changes can help moderate price 
increases by tempering demand, the real solution lies in making 
it easier to supply the market with new housing. In Ontario, the 
government has heard the calls to address supply. In 2019, 
for example, it passed Bill 108, which will restore some of the 
procedures of the old Ontario Municipal Board at the new Local 
Planning Appeal Tribunal. Interviewees believe that this will 
streamline decision-making and help alleviate some housing 
supply issues. The government has also introduced changes to 
legislation governing development charges and other fees paid 
by developers.

In Quebec, Montreal has taken a different approach with its 
proposed 20-20-20 plan. Under the plan, the city would require 
developers to set aside certain percentages of new residential 
developments for social, affordable, and family-oriented hous-

Exhibit 4-5  Importance of Real Estate Industry Disrupters  
in 2020
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ing. In many cases, they can make a financial contribution in lieu 
of setting aside units.

The real estate industry has raised significant concerns about the 
cost impacts of the unintended consequences of these types of 
policies. While they may help create some new affordable units, 
the added costs will likely worsen affordability overall.

Alleviating the Stress

When one looks at the mortgage stress test, one sees that it has 
helped dampen price increases, but it has done so by taking 
some homebuyers out of the market. It is time for the govern-
ment to recognize that, aside from Vancouver, Toronto, and 
potentially a few rising markets, affordability is less of a concern 
in most cities and provinces, which should not be subject to the 
same rules.

Adding to the concern is the fact that an opaque and unregu-
lated lending market has emerged that is creating the very risks 
that the stress test had tried to avoid. With traditional lending 
markets closed to some buyers, many have turned to private 
mortgage funds or the developers themselves to get the fund-
ing they need to close their homes, often at significantly higher 
rates. The end result is greater consumer and market risk. 

Beyond the problem of unintended consequences, there also 
is the issue of inconsistency in government policies. While the 
stress test dampens demand, for example, the government 
is also boosting the pool of potential homebuyers by increas-

ing immigration. At the same time, survey respondents rated 
construction, material, and land costs, along with approval pro-
cesses, as the top development issues in 2020. Many of these 
are supply-related issues where governments can play a role. 

Where governments are addressing supply issues, they are also 
finding ways to benefit more directly by pursuing transit-oriented 
development. While transit agencies have traditionally empha-
sized delivering infrastructure to the public without focusing on 
ways to subsidize the costs, they are now doing more to capture 
some of the new value created.

In June 2019, for example, the Ontario government announced 
that it was changing the planning rules in key areas of Toronto 
to permit greater density along existing transit lines. The move 
comes as the government pursues plans to build a massive 
expansion through the city as part of its spring 2019 announce-
ment of CA$28.5 billion in funding for transit.

Other options to address supply include making public lands 
available through long-term leases to encourage the develop-
ment of purpose-built rental housing. Pursuing more of these 
innovative solutions to supply constraints and affordability con-
cerns is a better way forward than current attempts to temper 
demand.

Black Swans and “Legislation by Twitter”

Government intervention is one thing, but political and economic 
uncertainty is another. Despite recent Canadian progress on 
many trade-related issues with the United States, interviewees 
expressed continued uncertainty about the geopolitical environ-
ment, with several pointing to the possibility of what they called a 
black-swan event that could disrupt the economy. Populism and 
the related political risks are a major concern, as seen in a refer-
ence by one interviewee to the impact of “legislation by Twitter.”

Whether it is tariffs and protectionism more generally or more 
specific issues like Brexit or the U.S. trade dispute with China 
(and the potential rippling effects on Canada), many interview-
ees see possible trouble on the horizon. Tensions in regions 
like the Middle East and potential military disputes involving the 
United States and several other countries are another concern. 

Also on the policy front, Canadians will be going to the polls in a 
federal election in October 2019. The real estate industry will be 
paying particular attention to any impacts on or changes to the 
mortgage stress test. In Alberta, interviewees will be watching 

Exhibit 4-6  Real Estate Tech Global Financing History
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the discussion about pipeline developments given the impor-
tance of that issue to economic prospects.

What Is the Path Forward for Industry and Governments?

The current policy and economic uncertainty puts even greater 
pressure on real estate companies to be more nimble than ever. 
The ability to shift priorities quickly is key to business success 
and survival.

Also, by building a stronger corporate brand, real estate 
companies can increase their standing with the public and 
policymakers. This can help real estate players make a stron-
ger case for their development proposals and more effectively 
advocate for their positions on affordability.

In addition, governments must recognize that increased sup-
ply is a significant part of the answer to affordability. On the 
mortgage stress test, it is time to heed the industry’s calls for 
changes to address unintended consequences and the impacts 
on markets where affordability is less of a problem.

It is time for the various players to find ways to work better 
together. Governments can increase supply, for example, by 
entering into long-term leases with developers to build rental 
housing, with affordability provisions, on underused or surplus 
public lands. Many governments are already doing this, but they 
can do more to identify and increase the amount of land avail-
able for this purpose.

Finally, governments have many options for being more con-
sistent in their policy responses. With cities undertaking major 
transit projects across Canada, changing zoning rules to make it 
easier to add density through development near new routes and 
stations will help governments better achieve their goals. The 
added density will create new housing supply while improving 
the viability and value of transit investments. 

Tackling Emerging Business Challenges
“If you’re not the learner, you’re the lesson.”

As much as the industry faces pressure to embrace proptech 
and adapt to changing policies and expectations, companies 
also need to look inward to shift how they operate so that they 
can succeed in the future. If they are going to be more innova-
tive, make full use of technology, and get ahead of customer 
trends, they will have to make sure that they have the right 
capabilities. That means addressing rising business challenges 
like shortages of labor and talent and the growing cybersecurity 
threat.

Exhibit 4-7  Importance of Issues for Real Estate in 2020
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Source: Emerging Trends in Real Estate 2020 survey.
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The Construction Industry’s Missing Middle

Qualified labor availability is one of the top economic and 
financial issues cited by survey respondents for 2020, ranking 
just below jobs and income growth and regulations. Data from 
Employment and Social Development Canada predicts that 
while gross domestic product (GDP) growth is expected to stay 
relatively constant, employment growth will stagnate, decreas-
ing to 0.9 percent through to 2026. Since the most experienced 
workers will start to leave the industry at an average rate of 
58,000 per annum, a significant labor gap is expected.

The rising concern about labor and demographic issues came 
through in our interviews. “We’re a family-owned business with 
very senior people who have been with us forever,” said one 
interviewee. “We also have new young people, but we don’t 
have anyone in the middle.”

To resolve the shortages, some companies are setting up their 
own trade schools with guaranteed jobs for those who complete 
their courses. Others are turning to automation and modular-
ization to begin addressing the labor and cost issues. While 
prefabricated components are not necessarily cheaper, tech-
nology solutions can at least tackle the labor gap. 

Securing Key Skills and Talent

Besides the growing concern about labor shortages, the 
industry is also seeing a rising gap around talent and skills. 
Interviewees noted that while the industry is achieving some 
success in attracting new talent—particularly when it comes to 
becoming more diverse as more women join real estate compa-
nies—many organizations are struggling to retain employees, 
develop their skills, and manage intergenerational differences.

Many companies are exploring the solutions available to them 
to attract and retain workers with the skills they need. When it 
comes to younger employees, interviewees emphasized the 
need to give regular feedback and recognition. “Constant  
feedback is everything, especially in a small family business,” 
said one interviewee. “We need to have that corporate energy  
to keep our millennial staff happy.”

Others cited the importance of workplace flexibility policies, 
attractive workspaces, and having modern tools and technol-
ogy. Younger workers also crave inclusion and responsibility. 
“The decision-makers are becoming younger, partly because 
of technology and partly because of inclusive policies,” said 
one interviewee. “In order to attract and retain staff, you need to 
include them in meetings, mentor [them], and give them respon-
sibilities earlier or you will lose them.”

Canadian business leaders have a tendency to think that they 
can hire their way out of a skills shortage (see “Evolve or dis-
solve: Economic reality check for Canadian CEOs” at www.pwc.
com/ca), but there also is a need to “upskill” the workforce to 
address the missing middle. Some interviewees are acknowl-
edging this need, with one emphasizing the company’s program 
of promoting from within by training promising staff.

The Urgent Issue of Cybersecurity

A separate but equally urgent issue for many interviewees is the 
challenge of cybersecurity. Digitization, including the rising use 
of the IoT-enabled sensors in buildings, creates added vulner-
ability for many real estate players. The issue ranked fourth on 
our list of real estate disrupters for 2020, and many interviewees 
report having been victims of cyberattacks.

“Our guys in IT are thinking about it every day,” said one inter-
viewee. “All of us are feeling vulnerable.”

Another interviewee suggested that the real estate industry 
needs to step up its game. “The real estate industry is behind 
in learning about cyber crime and taking it seriously enough to 
either train or hire staff to combat it,” said the interviewee, who 
called for more industry education about the issue.

Cybersecurity is not only a technology issue, but also a broader 
business concern. To support strategic goals, organizations 
need to reframe the roles of their cybersecurity professionals by 
embedding their teams within the business.

For organizations that have not been focusing on cyber crime, 
hiring more people is one way to start. But adding staff can go 
only so far in protecting new digital initiatives from emerging 
risks. A PwC study of hundreds of incidents of cyber and opera-
tional failures cited a common root cause in most cases: the 
dependence on a highly siloed and reactive approach to digital 
resilience. Businesses cannot count on an inconsistent web of 
solutions, policies, and procedures in a crisis, and certainly not 
when attacks are becoming more sophisticated and the window 
for the right response is getting shorter.

Those who look to build digital trust by equipping their people 
with the right digital skills and awareness, engage the right 
business processes across their organization, and put the right 
controls in place for safer adoption of new technologies will be 
more resilient to attacks. 

How Can You Build Your Capabilities to Fill the Gaps?

Explore how digitization and proptech are changing job roles 
and required skills. Also, recognize that many in your workforce 
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are willing to learn new skills. To create new digital business 
leaders, it is important to understand how they learn and what 
they want. Think about how you can meet the needs of employ-
ees through high-quality learning opportunities and by offering 
new challenges.

In addition, recognize that diversity is a strength. This means 
going beyond programs and policies to embed diversity and 
inclusion into business objectives, performance measurement, 
and incentives.

Lastly, incorporate cybersecurity and privacy into your upskilling 
efforts as you examine your operations and plan for how you will 
respond to a potential attack.

Property Type Outlook
Retail

“Retail will continue to go through a metamorphosis. Also, with 
smaller houses and condos, nobody has room for stuff anymore. 
And what happens when people stop buying stuff?”

In a year that saw announcements of yet more closings of 
well-known names in the retail sector, it is not surprising that 
the subdued sentiment continues for that area of the real estate 
business. Once again, survey respondents rated property types 
like outlet centers, regional malls, and power centers at the  
bottom of the list of development prospects in commercial  
real estate.

Several interviewees pointed to the poor outlook for enclosed 
malls, suggesting that while investors may want to sell off por-
tions of their holdings, they are reluctant to do so due to the 
impact on the valuation of their overall portfolios. Other areas 
of the retail sector, including lifestyle and entertainment cen-
ters, fared somewhat better in our survey, which is in line with 
the trend toward reinventing spaces to create better customer 
experiences. “People want a distraction,” said one interviewee. 
“Everything else is delivered to you, so the only reason you are 
going out is for experiences.”

Food-based offerings, like grocery stores and restaurants, 
are another bright spot for retail real estate. But how long that 
trend will last is not clear. According to data from Statista, the 
e-commerce penetration rate for food and beverages in Canada 
is predicted to be 43 percent in 2020.

The rise of e-commerce does not necessarily mean the end of a 
brick-and-mortar presence, particularly when retailers integrate 
their stores with their fulfillment operations. One interviewee 
suggested that the sentiment against the retail sector has gone 

too far since it remains an important solution to last-mile delivery, 
while others emphasized the opportunities in conversions to 
service-oriented uses like fitness centers and health facilities. 
Some online retailers, in fact, have been moving to open physi-
cal stores as their business models evolve.

In one case, e-commerce was a positive factor in securing a 
tenant for an interviewee’s retail property. The company was 
having trouble renting it out due to a lack of parking but eventu-
ally found a tenant in a restaurant that does the overwhelming 
majority of its business through online delivery and did not need 
space for customers’ vehicles.

The overall feeling is that many retailers will have a smaller 
footprint in the future, with some maintaining a scaled-down 
storefront in large part to display products available for ordering. 
Retail property owners also are reinvigorating their properties. 
Some have welcomed coworking companies to their premises, 
while others are redeveloping their properties to include com-
munity services, offices, and various types of residential uses.

One interviewee suggested that the best bet is to wait for  
the pricing of retail real estate to catch up with the trends. 
“They’re essentially good pieces of land. Good things happen  
to good dirt.”

Single-Family Residential

As the affordability conversation continues, the market for 
single-family housing has come under pressure. Survey respon-
dents reflected the impact of the affordability issue, rating the 
investment and development prospects of moderately priced 
single-family housing well above those of higher-end products.

The challenges for single-family housing have been playing 
out in the market. Inventory under construction in 2018 was 
46,747 units, according to the Canada Mortgage and Housing 
Corporation. That was down from more than 55,000 units in 
2017. With demand for new homes softening, prices of single-
family housing have been leveling off. According to RBC 
Economics Research, that led to a small improvement in the 
affordability of a single-family detached home in the first quarter 
of 2019.

A significant factor in the soft market for single-family housing is 
the lack of move-up buyers. But many interviewees say that they 
still like this area of the market, suggesting that if it were not for 
the affordability issue, many homebuyers would still choose a 
single-family home.
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So, what are the opportunities for those in the industry? One 
interviewee mentioned opportunities in cities outside major 
markets—particularly as people move further away from major 
cities like Toronto and Vancouver—while another emphasized 
the need to differentiate the product to succeed in selling single-
family homes. As one interviewee noted, homebuyers are willing 
to compromise on certain features, like lot size or the need for 
certain spaces in a house, as long as the home meets their 
lifestyle needs (exhibit 4-11).

Office

Office buildings continue to be a healthy area of the market, 
with survey respondents rating downtown properties sixth for 
development prospects in 2020. Canada’s continued gains in 
employment and fast-growing technology sector have been posi-
tive for the office sector. While new construction is helping meet 
the demand, preleasing activities are keeping vacancy rates low. 
According to JLL Research, the vacancy rate for office properties 
in Canada was 10.5 percent in the second quarter of 2019.

Despite the healthy market overall, changing workplace prac-
tices—like remote and flexible working, the push for amenities, 
and the need to make office environments as attractive as pos-
sible to encourage employees to continue commuting to work 
and help companies retain their staff—are having a significant 
impact.

Many industry players are still figuring out how to respond to the 
coworking trend, with some looking to work with some of the big 
companies in that space and others seeing if they can emulate 
them. But emulating coworking companies is a challenge given 
the negative impact of short-term leases on property valuations.

According to one interviewee, the movement away from long-
term leases means that lenders will need to think differently 
about office properties. “Lease terms of seven years will not be 
seen anymore.”

Industrial

Warehousing and fulfillment remain the top prospects for devel-
opment in 2020.

According to CBRE’s Canada Quarterly Statistics (Q2, 2019) 
report, the industrial property market as a whole is very healthy, 
with a national availability rate of just 3.1 percent in the second 
quarter of 2019. Conditions are particularly tight in Vancouver, 
which had an availability rate of just 2.1 percent, and the Greater 
Toronto Area (1.5 percent). Rental rates also have been on the 
rise, and while new supply is in the works in many Canadian 
cities, CBRE expects continued high demand to keep industrial 
markets tight in places like Toronto for the time being.

In a region that has faced economic challenges in recent years, 
industrial property is a definite bright spot in Calgary. While 
interviewees were optimistic about Calgary’s industrial pros-
pects, they expressed a significant concern about a lack of 
land. Halifax also is doing well. One interviewee noted that there 
have been large portfolio transactions involving Halifax industrial 
land and suggested more are to come, with some assets sold 
off as smaller properties.

Future development trends to watch out for include vertical 
warehouses that require less space and the possibility of  
charging by cubic feet instead of square footage. Growth in  
self-storage facilities is another trend to watch as shrinking  
home sizes boost demand for that type of space.

Purpose-Built Rental

Demographic and economic trends continue to move the dial 
in favor of purpose-built rental housing in Canada, where the 
national vacancy rate was 2.4 percent in 2018. Many baby 
boomers looking to downsize are choosing to rent, as are some 
millennials who find it an attractive and potentially more afford-
able alternative to buying a home. Government actions that are 
suppressing demand on the homeownership side are pushing 

Exhibit 4-8  E-commerce Penetration Rates in Canada
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Exhibit 4-9  Prospects for Commercial/Multifamily Subsectors in 2020
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even more people to the rental market, which is helping boost 
the rents that landlords can charge. Conditions are especially 
tight in cities like Vancouver and Toronto, where the vacancy 
rate was 1 percent and 1.1 percent, respectively, in 2018.

Survey respondents are seeing the upsides, particularly when 
it comes to rental housing aimed at tenants with moderate 
incomes. There is less interest in high-income apartments, with 
47 percent of respondents rating that area of the market as 
overpriced.

Adding to the tight market for renters is the rise of the sharing 
economy. A study released in June 2019 by researchers at McGill 
University that looked at the impact of Airbnb estimated more 
than 31,000 units had likely been removed from Canada’s long-
term rental markets. It is a significant number given that Canada 
had about 56,000 rental units under construction in 2018.

For the real estate industry, high demand and tight supply 
are helping make it more attractive to develop and invest in 
purpose-built rental housing in some cities. In Toronto, interview-
ees suggested that the Ontario government’s removal of rent 
controls on new units as of November 15, 2018, also is helping, 
although debate remains about where in the city and under 
what conditions it makes sense to build rental housing.

Many interviewees noted the evolving business model of 
incorporating different uses, particularly by adding a condo 
component, into projects to make rental housing more viable. 
The condo pays for the land, which helps make the numbers 
work, one interviewee said.

Amenities and services also are increasingly important in the 
rental market. While people may be willing to sacrifice size and 
homeownership, many want units that meet their lifestyle needs 
and preferences. They may not get that from older stock, which 

Exhibit 4-10  Investment Recommendations for Commercial/Multifamily Subsectors in 2020

Buy Hold Sell

Moderate-income apartments 61.1% 30.6% 8.3%

Senior housing 53.1 37.5 9.4

Urban/high-street retail 48.0 36.0 16.0

Neighborhood/community shopping centers 44.4 40.7 14.8

Central-city office 43.3 33.3 23.3

Student housing 39.4 51.5 9.1

Lifestyle/entertainment centers 37.5 33.3 29.2

High-income apartments 34.3 48.6 17.1

Lower-income apartments 28.6 57.1 14.3

Medical office 23.3 70.0 6.7

Economy hotels 23.3 38.8 37.9

Upscale hotels 22.8 52.5 24.8

Midscale hotels 19.4 53.4 27.2

Suburban office 19.4 51.6 29.0

Single-family rental 18.8 43.8 37.5

Outlet centers 12.0 60.0 28.0

Luxury hotels 11.9 47.5 40.6

Power centers 8.3 41.7 50.0

Regional malls 0.0 56.0 44.0

Source: Emerging Trends in Real Estate 2020 survey.

Note: Based on Canadian investors only.
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means that a significant opportunity exists in developing more 
modern rental options, like co-living. Interviewees also pointed 
to the rising demand for more community-focused rental hous-
ing that offers opportunities—through activities like social events 
and in some cases under the guidance of so-called lifestyle 
curators or community coordinators—for tenants to meet and 
interact with each other.

Condominiums

Condominiums have continued to dominate new home con-
struction in Canada. With inventory under construction reaching 
almost 121,000 units in 2018, condo activity far outpaced single-
family (46,747 units) and rental (56,394 units) housing. Condos, 
which accounted for 54 percent of the inventory under construc-
tion in 2018, have also played a significant role in supplying the 
rental market, often through investor purchases.

But survey respondents are lukewarm on condos, rating devel-
opment prospects for 2020 as fair. Many demographic factors 
are favorable, including growing urbanization, rising popula-
tions, downsizing baby boomers, and the relative affordability 
of condos. But the price gap between condos and single-family 
homes has been narrowing, particularly with factors like the 
mortgage stress test limiting demand for more expensive types 
of housing. According to RBC Economics’ report on housing 
affordability for the first quarter of 2019, condo prices in Canada 
were up 4.2 percent on a year-over-year basis. Prices for single-
family detached homes were flat.

While many interviewees were optimistic about the overall 
prospects for multifamily housing, the outlook varies by city. The 
outlook tended to be less optimistic in Calgary, and although 
the housing markets in cities like Ottawa and Halifax have been 
doing very well, many respondents noted that the relative afford-

Exhibit 4-11  Forecast Net Migration, 2019–2023
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Source: Conference Board of Canada, accessed June 18, 2019.

Exhibit 4-12  Downtown Class A Office Space, Second Quarter 2019

Class A space under 
construction (sq ft) Class A vacancy rate All-class vacancy rate

Toronto 9,750,701 2.4% 2.3%

Vancouver 3,459,985 2.5 3.4

Montreal 1,898,756 8.7 9.2

Calgary 428,599 19.1 22.5

Edmonton 270,756 17.9 17.2

Ottawa 0 4.4 6.9

Source: JLL Office Insight—Edmonton, downtown Calgary, downtown Toronto, Montreal, Ottawa-Gatineau, Vancouver, 2Q 2019, accessed July 17, 2019.
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ability of single-family and rental housing means that condos 
are less of a factor than in some other markets. In Toronto, the 
condo segment continues to be marked by a cautious sentiment 
amid concerns about project cancellations. Delays in approvals, 
rising costs, and slowing momentum on pricing are all adding to 
the potential for further cancellations. 

Vancouver still has many condos under construction that pre-
date that city’s deepening housing downturn in 2018, prompting 
a warning about the prospects for those developing them. 
“Right now, costs are out of whack,” said one interviewee. “All 
the condos that will be coming into production that are based  
on 2017 prices will be in danger.”

On the upside, many interviewees noted rising demand for 
larger suites. Other trends include a move toward integrating 
more diverse uses into developments. Rather than having just 
retail uses at the bottom of condos, developers are diversifying 
them to include facilities like elevated parks, community centers, 
and daycare facilities.

Markets to Watch
Vancouver

Economic growth in Vancouver is moderating. The Conference 
Board of Canada (CBoC) expects growth to dip to 2.3 percent 
in 2019 and continue to average at that rate from 2020 through 
2023, down from the 3 percent rise experienced in 2018. On the 
residential side, total housing starts will drift downward over the 

next few years as a result of ample supply and policy measures 
aimed at taking more steam out of the sector. Housing prices, 
particularly for single-family homes, have been decreasing, and 
sales in the Vancouver area were down significantly at the start 
of summer 2019. The proportion of foreign buyers of residential 
real estate in the Vancouver area has dropped significantly 
since the British Columbia government introduced a tax on 
foreign buyers of real estate in metropolitan Vancouver in 2016.

Despite some headwinds, Vancouver reemerged at the top 
of our survey this year for overall real estate prospects. The 
office and industrial sectors are doing particularly well. For 
office properties in metropolitan Vancouver, the vacancy rate 
was just 5.3 percent in the second quarter of 2019, according 
to JLL Research. A healthy job market and strong absorption 
by tenants in the technology sector are helping keep vacancy 
rates low. Deals activity in the office sector has been healthy, 
as seen in transactions for two major properties within days of 
each other, one of which involved a well-known private-equity 
investor.

When one looks at the housing market, the long-term trends 
remain favorable. Recent softness is largely a reflection of a cor-
rection from an overheated environment and policies that have 
caused investors—whether foreign or domestic buyers—to 
exit the market. With a strong economy and population growth, 
Vancouver remains a desirable place to live that will eventually 
draw buyers back into the market. The question is not if, but 
when, they will come back. 

Exhibit 4-13  Inventory under Construction, by Intended Market

2008 2013 2018

Homeowner Rental Condo Homeowner Rental Condo Homeowner Rental Condo

Toronto 11,550 2,034 37,239 13,050 1,722 54,290 12,460 6,494 53,221

Vancouver 4,017 1,080 20,441 3,737 3,033 16,435 4,602 8,961 27,016

Montreal 3,059 3,607 6,292 2,098 2,311 12,320 2,181 13,320 10,776

Calgary 3,212 369 7,635 4,567 953 6,346 3,615 2,489 5,348

Edmonton 2,901 467 8,041 5,625 2,389 5,753 4,508 1,555 3,889

Ottawa 3,401 164 2,000 2,485 813 3,623 3,507 2,586 1,926

Winnipeg 856 257 789 1,209 865 1,822 1,368 1,997 2,009

Quebec City 774 924 690 456 1,236 1,196 463 4,038 529

Halifax 814 703 453 681 1,920 104 668 3,717 402

Saskatoon 811 37 1,119 1,293 205 1,217 589 523 580

Canada 43,432 13,947 94,658 45,302 23,344 111,668 46,747 56,394 120,923

Source: Canada Mortgage and Housing Corporation, Starts and Completions Survey, accessed June 20, 2019.

Note: Dwelling types include single-family, semidetached, row, and apartment.
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Toronto

“There’s a certain stubbornness that has persisted in the GTA 
real estate market.”

Fueled in part by immigration that is helping make it one of the 
fastest-growing cities in North America, Toronto continues to 
have a healthy real estate market. Economic growth also is solid: 
the CBoC is predicting growth of 2.4 percent both in both 2019 
and 2020.

While the housing market had declined as a result of policy 
interventions like the mortgage stress test, sales and prices 
have been stabilizing. 

But affordability remains a significant concern, largely due to a 
decade of land supply issues, coupled with increased demand 
for housing as a result of immigration and new household 
formations. With the cost of land per front foot rising, the impacts 
of government levies and taxes have only added to the afford-
ability challenge. The mortgage stress test is another factor. 
Beyond creating added demand and helping to push up rents 
in the rental market, the stress test is also causing people to look 
at communities further from Toronto to find housing they can 
qualify to buy. 

Toronto’s office market is a major strength, as seen in the 
continued low vacancy rate and announcements of large-scale 
developments across the region. Notable among them is a 
recently announced CA$3.5 billion mixed-use development 
near the CN Tower that includes two office towers (of 58 and 48 
stories), about 800 rental apartments across two buildings, and 
a retail component.

A constant top investment and development pick, the industrial 
sector continues to shine on the back of e-commerce growth. 
Vacancies are at historic lows in the industrial sector, with aver-
age net asking rents on the rise. Construction activity is strong, 
with significant new supply expected to come onstream by  
early 2020.

Ottawa

“Demand is so far outstripping supply, with nothing suggesting 
this will go away any time soon.”

With solid economic growth and a vibrant housing market, 
Ottawa took third place for real estate prospects in our survey. 
Migration from other cities, including Toronto-area residents 
looking for more affordable housing options, has helped the 

Exhibit 4-14  Housing Affordability 
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Source: RBC Economics, Housing Trends and Affordability reports, accessed June 27, 2019.

Note: The RBC Housing Affordability Measure shows the proportion of median pretax 
household income that would be required to service the cost of mortgage payments (principal 
and interest), property taxes, and utilities based on the average market price. The affordability 
measures are based on a 25 percent downpayment, 25-year mortgage loan at a five-year  
fixed rate.
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city’s population surpass the 1 million mark. With the city 
having reached that milestone, interviewees expect larger 
investment players to come into the market. “It’s an exciting 
time, but also a scary time. Things are happening so quickly,” 
said one interviewee.

With so much activity, labor shortages remain a significant 
issue, as the city grapples with the impact of several large con-
struction projects happening at the same time. And with land 
supply tight and affordability decreasing, some developers are 
building townhouses rather than traditional detached homes. 
Purpose-built rental housing also is going strong, particularly as 
rising home prices push people to look at other options.

Notable projects in Ottawa include a new 24-story co-living 
development featuring communal apartments alongside tra-
ditional rental units. One interviewee believes that renting is a 
long-term trend in Ottawa, with several retail properties being 
redeveloped to include rental housing.

Other significant projects include the city’s new light-rail transit 
line, which is expected to spur development opportunities for 
housing and office properties. The city continues to await the 
fate of the Lebreton Flats mixed-use development, which col-
lapsed in early 2019. Attempts to revive the project are ongoing, 
with many feeling that it will take the involvement of multiple par-
ties to get it off the ground.

The industrial sector is doing well, and many interviewees noted 
storage as a strength in a government city that regularly attracts 
newcomers. According to JLL Research, the office vacancy 
rate declined to 7.7 percent in the second quarter of 2019, down 
from 8.7 percent in 2018.

Halifax

“Slow and steady wins the race in Halifax.”

The economy of Halifax is on a steady upward climb, with 
growth forecasts of 2 percent in 2019 and 2.6 percent the year 
after, according to the CBoC. This comes on the heels of record 
job creation numbers in 2018. Strong immigration levels are fuel-
ing population gains and demand for homes, particularly when 
it comes to purpose-built rental and single-family housing. When 
asked if oversupply is a concern, interviewees said that they are 
not seeing signs of that happening yet.

Interviewees say that financing is widely available, as insti-
tutional and private investors that have capital to invest still 
view the local real estate market—especially when it comes to 
purpose-built rental housing and industrial properties—as profit-
able. On the office side, absorption of new supply has left some 
older buildings falling out of favor.

Real estate players are actively watching what will happen with 
proposed new development rules under the city’s Centre Plan. 
The plan, which updates land use bylaws and municipal planning 

Exhibit 4-15  Canadian Direct Investment Abroad and Foreign Direct Investment in Canada: Real Estate, Rental and Leasing
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strategies, would let developers build bigger towers in the core. 
As the plan evolves, many in the industry are holding off judgment 
until they see the final outcome, particularly in light of concerns 
about the impact of density caps on costs and affordability.

Elsewhere in Atlantic Canada, St. John’s is seeing improving 
prospects as oil companies make long-term commitments 
through new exploration and move into new office buildings 
outside the downtown core.

Montreal

“Montreal feels like it’s on fire.”

Montreal is on track for continued economic growth, albeit at 
slightly lower rates than the 3.4 percent seen in 2018. The CBoC 
forecasts growth of 2 percent in 2019, tapering off slightly to an 
average of 1.6 percent from 2020 to 2023.

Major strengths in the real estate market of Montreal include 
multifamily housing and industrial property. An aging popula-
tion is among the factors fueling significant demand for condos, 
while e-commerce, including the growth of cold storage for gro-
cery deliveries, is giving a boost to industrial real estate. Supply 
of industrial real estate is tight, with the availability rate falling 
to just 3.2 percent in the second quarter of 2019, according to 
CBRE. The office market, helped by strong absorptions due in 
part to a growing technology sector looking for flexible space, 
also has been healthy.

Mixed-use projects show no signs of slowing down as the 
cityscape continues to transform through several major devel-
opments. A recently announced 61-story condo tower in the 
Phillips Square area will be the city’s tallest, outstretching two 
new nearby buildings rising to 55 and 58 stories, respectively. 
These are among several large buildings going up downtown, 
stimulated in part by the city of Montreal’s move to transform 
sites like parking lots into big towers.

The vibrant market is leading to significant investment and deal 
activities, including transactions involving large U.S. institutional 
investors and private-equity players that see promise in the 
region’s stability. Senior housing is another significant trend, 
as are residential developments offering curated amenities 
and services aimed at millennials and active adults who have 
recently retired.

Despite the optimism, concerns exist about rising construction 
and labor costs and the potential impacts of the city’s proposed 
20-20-20 bylaw. Under the proposal, the city would require 
developers to set aside certain percentages of new residential 
developments—or make a financial contribution in lieu—for 
social, affordable, and family-oriented housing. For example, a 
downtown development with 50 or more units would need to set 
aside 20 percent of them for social housing or make a financial 
contribution instead.

Saskatoon

The economy of Saskatoon continues to expand, with tem-
pered growth on the near horizon. According to the CBoC, 
Saskatoon’s real GDP is forecast to rise 2.3 percent in 2019 
and then 1.7 percent in 2020. Population growth will outstrip 
the national average over this period. Housing sales in 2019 
have been showing a modest uptick over 2018, with condos 
contributing to the year-over-year increase. The CBoC predicts 
that housing starts will increase over the coming years, rising to 
2,171 units in 2020 from 1,646 in 2019.

A three-building, CA$300 million residential and commercial 
development reached an important milestone in May 2019 
with a ceremony to mark the completion of the top floor of one 
of two office towers. The site’s hotel has already opened, and 
the smaller of the two office towers should be complete in 
November. Work on the larger tower, which the CBoC notes is 
expected to be the tallest building in Saskatchewan, should be 
complete by 2021.

To address its growth needs, Saskatoon is also working to 
expand its transit network. In April 2019, the city council 

Exhibit 4-16  Canada Markets to Watch: Overall Real Estate 
Prospects
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approved the final routing for it bus rapid transit system. The  
city expects construction to start in 2022.

Quebec City 

Forecasts by the CBoC suggest that the economy of Quebec 
City will increase by 1.8 percent in 2019, with annual growth 
averaging 1.6 percent from 2020 to 2023. It predicts that hous-
ing starts will soften in 2019 and remain below 2017 and 2018 
levels for the next four years, particularly when it comes to build-
ing single-family detached homes.

“Following a hot 2018, things are set to cool down on the 
employment front. After adding close to 9,800 net new jobs 
last year, the local economy is set to create some 3,800 jobs 
this year and add another 3,600 in 2020,” the CBoC said in its 
spring 2019 metropolitan outlook for Quebec City.

Despite the softness in some parts of the housing market, there 
is strength in other areas, as seen in large-scale developments 
like a CA$550 million commercial and residential development 
in Lévis, a city on the other side of the St. Lawrence River from 
Quebec City. Other major projects include the construction of  
a new hospital complex.

Construction costs are a rising concern. One interviewee 
pointed to the impact of the hospital project on the price of con-
crete, while others cited labor shortages as a significant factor 
behind the cost pressures on real estate projects.

Environmental features are another trend in the Quebec City real 
estate market. Several interviewees noted the rising focus on the 
inclusion of rooftop urban agriculture and community gardens. 
Access to transportation also is important, which is an area 
where Quebec City is making significant investment as it moves 
forward with its ambitious tramway project. The project, which 
recently secured funding, has the potential to transform the city 
and open up new development opportunities.

Edmonton

“Although the homebuilder industry in Alberta has been crippled 
by fewer residential construction jobs . . . and uncertainty sur-
rounding proposed legislation, we’re hopeful this is the worst and 
we’ll hit the upswing in 2020.”

The economy of Edmonton is expected to grow by 1.3 percent 
in 2019, according to the CBoC, as oil production cuts moderate 
growth in the energy sector. While anticipated austerity by the 
new provincial government may also affect growth in the city in 
the near term, the CBoC expects the economy to grow by an 
average of 2.3 percent from 2020 to 2023.

Despite some headwinds, the Edmonton real estate market is 
seeing strength in some areas. Construction of a number of new 
office towers is adding vibrancy to the city’s downtown. While 
JLL Research reported an office vacancy rate of 17.7 percent 
in the second quarter of 2019, the downtown area saw positive 
net absorption, particularly in the city’s financial district. A wave 

Exhibit 4-17  Survey Respondents’ Views of Their Local Markets

Poor Fair Good Excellent

Average
Strength of 

local economy
Investor 
demand

Capital 
availability

Development/ 
redevelopment 
opportunities

Public/private 
investment

Local 
development 
community

Toronto 4.15 4.25 4.38 4.29 3.86 4.00 4.14

Vancouver 4.12 3.88 4.25 4.14 4.00 4.14 4.29

Ottawa 3.83 4.00 4.00 4.00 3.67 3.67 3.67

Montreal 3.33 3.50 3.25 3.25 3.50 3.25 3.25

Halifax 3.11 3.00 3.00 3.33 2.67 3.33 3.33

Quebec City 3.00 3.00 3.00 3.00 3.00 3.00 3.00

Saskatoon 3.00 3.00 3.00 3.00 3.00 3.00 3.00

Winnipeg 3.00 3.00 3.00 3.00 3.00 3.00 3.00

Calgary 2.52 2.14 2.29 2.86 2.71 2.57 2.57

Edmonton 2.50 2.50 2.25 2.75 2.25 2.75 2.50

Source: Emerging Trends in Real Estate 2020 survey.

Note: Based on Canadian respondents only.
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of completions is putting some pressure on the owners of older 
buildings to renovate or repurpose them as the city experiences 
a flight to high-quality office properties.

Industrial real estate is doing well, especially in communi-
ties outside the city where available land and lower tax rates 
are helping stimulate development. As a gateway to northern 
communities, Edmonton is evolving as a warehousing and dis-
tribution center, as seen in developments like an Amazon facility 
in Nisku’s Border Business Park that is expected to open in early 
2020. Another area of industrial strength is the hydrocarbon 
processing region, located northeast of Edmonton, where sec-
tors like the petrochemical industry are seeing billions of dollars 
in investment activity.

Winnipeg

Like many other areas of Canada, economic growth in Winnipeg 
has moderated somewhat. According to the CBoC, growth is 
forecast to come in at 1.9 percent in 2019 and 1.6 percent in 
2020, down from an average of 3.4 percent during the previous 
two years. Strong immigration levels have more than out-
weighed outflows, helping to fuel solid population growth. While 
the CBoC projects housing starts to soften in the short term, it 
expects a sustained rebound from 2020 to 2023. Once com-
plete, a new 40-story, CA$160 million mixed-use development 
on Main Street will be Winnipeg’s tallest structure.

The industrial market is very strong. The industrial availability 
rate was just 3.7 percent in the second quarter of 2019, accord-
ing to CBRE. Prospects remain solid for the manufacturing 

sector in Winnipeg, which saw the average net asking lease  
rate rise by 2.7 percent on a year-over-year basis, according  
to CBRE. 

Calgary

“The outcome of decisions on the pipelines will determine our 
city’s future. I suspect they will be built and that will create jobs 
and keep us busy.”

Calgary is likely to see moderate growth again in 2019, with the 
CBoC forecasting real GDP to increase by 1.5 percent. Further 
out, it projects annual growth to average 2.5 percent from 2020 
to 2023.

Many interviewees are particularly optimistic about the impact 
of a new provincial government and the possibilities of building 
long-awaited energy pipelines. “We have already seen more 
people at our showrooms after the election,” said one inter-
viewee, adding that “2019 has been better than 2018, and 2020 
should be better. I think 2021 will be even better. I don’t think 
we’ll see a boom, but at least we’ll be more stable.”

While the housing sector faces cost pressures and the CBoC 
expects starts to fall again in 2019 (the fourth time in five years), 
it is projecting a sustained rise in construction activity from 2020 
to 2023. Interviewees see some opportunities in single-family 
housing, particularly when it comes to homes aimed at move-up 
buyers. The impacts of the mortgage stress test have largely 
eased off as some potential homebuyers have been able to 
save up for larger downpayments. 

Exhibit 4-18  Forecast Economic Indicators by City, 2020

Real GDP 
growth 

Total 
employment 

growth 
Unemployment 

rate 
Household income 
per capita growth 

Population 
growth 

Total housing 
starts

Retail sales 
growth 

Edmonton 2.6% 0.5% 6.4% 1.8% 1.7% 10,600 3.3%

Halifax 2.6 0.1 5.7 1.8 1.4 2,417 2.8

Calgary 2.5 1.4 7.0 2.3 1.9 11,278 3.2

Toronto 2.4 1.9 5.6 2.5 2.0 38,420 3.8

Vancouver 2.4 1.0 4.4 3.1 1.1 21,052 3.0

Ottawa 1.9 1.5 5.0 2.6 1.4 8,520 3.2

Montreal 1.8 0.7 6.0 2.7 0.8 20,249 2.8

Saskatoon 1.7 1.4 5.9 2.4 2.1 2,171 4.4

Quebec City 1.7 0.8 3.8 2.7 0.8 5,045 2.8

Winnipeg 1.6 1.8 6.2 3.1 1.4 5,100 3.9

Source: Conference Board of Canada, Metropolitan Outlook 1: Economic Insights into 13 Canadian Metropolitan Economies—Spring 2019, accessed June 3, 2019.
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Industrial properties are definitely a strength as Calgary 
becomes a growing distribution hub. According to CBRE’s 
Canada Quarterly Statistics (Q2, 2019), the industrial availability 
rate was 8.4 percent in the second quarter of 2019, putting that 
area of the market in a much better position than office proper-
ties. With the vacancy rate still quite high at 22.5 percent in the 
second quarter of 2019, the downtown office market has seen 
the withdrawal of some large investors like pension funds, which 
is creating opportunities for smaller players to acquire buildings 
and see positive absorption from refreshing them or converting 
them to other uses.

Expected Best Bets in 2020
Multifamily housing and logistics facilities continue to be very 
strong asset classes. As phrased by some of our interviewees, 
the best bets for 2020 are mainly about “beds and sheds,” par-
ticularly in the top markets of Toronto, Vancouver, and Montreal.

In the sheds category, it’s all about warehousing and fulfill-
ment, which tied as the top development opportunities in our 
survey. Customers’ rising expectations for same-day e-com-
merce deliveries continue to spark demand for large-scale 
facilities close to population centers and transportation routes.

Turning to beds, senior housing ranks next on our list of top 
development prospects. The industry is responding with a 
variety of options, especially those tailored to seniors looking for 
a blend of convenience, security, high-end amenities, and flex-
ibility to suit their active lifestyles. 

Despite the strong prospects, developers and operators face 
considerable costs, complexities, and regulations in creating 
and running facilities and services that cater to Canada’s aging 
population.

Also in the beds category are midpriced apartments, which 
ranked third on our survey for development prospects. From co-
living arrangements to traditional rental housing to moderately 
priced condos, the multifamily category still offers the affordable 
options that many Canadians are looking for.

Demand remains strong, even as condo and rental housing 
construction has risen consistently and significantly across 
Canada over the years. Rental housing under construction was 
just 13,947 units in 2008, a number that rose to 56,394 in 2018. 
For condos, units under construction hit 120,923 in 2018, up 
from 94,658 in 2008.

Rounding out our expected best bets for 2020 is transit-
oriented development. In Montreal, projections suggest that 
the region’s Réseau express métropolitain project will spur 
about CA$5 billion in real estate development along the route. 
And in Ontario, the regional transportation agency, Metrolinx, is 
moving to a market-driven approach to financing transit projects 
in which it will link new stations to development as it looks to 
capture land value in its rail network and real estate portfolio. 

Exhibit 4-19  Employment, Job Vacancy, and Average Weekly Earnings Growth, Year-over-Year Change

Total employment change Job vacancy change Average change in weekly earnings

Prince Edward Island 3.0% 15.5% 2.3%

Alberta 1.9 17.9 1.7

Ontario 1.6 32.9 2.9

Nova Scotia 1.5 10.1 1.2

British Columbia 1.1 25.9 2.7

Quebec 0.9 32.7 3.2

Manitoba 0.6 19.9 2.8

Saskatchewan 0.5 8.2 0.5

Newfoundland and Labrador 0.4 7.7 0.3

New Brunswick 0.3 68.9 2.8

Canada 1.3% 28.6% 2.6%

Source: Statistics Canada, accessed June 20, 2018.
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Jeremy Katz
Kristi Nootens
Jay Remillard
Donal Warde

Huntington National Bank
Rick Baer

i² Developments Inc.
Sam DeCaria
Bruno Suppa

IBC Bank
Bob Barnes

IBERIABANK
Steve Cohen

IBI Group
Peter Pillman

ICM Asset Management Inc.
John Courtliff

Idaho MC
Mike deVittorio

IDS Real Estate Group
Jeff Newman

Immeuble Populaire de Québec
Michel Côté

Les Immeubles Roussin
François Roussin

Infinity Properties 
Tim Bontkes

Infrastructure Ontario
Toni Rossi

ING Real Estate Finance
Craig Bender

Inland Private Capital 
Corporation
Rahul Sehgal

inSITE Advisory Group
Janie Hanna

Institutional Property Advisors
Drew Kile

Integral Communities
Gil Miltenberger

Intercontinental Real Estate 
Corp
Thomas Taranto

International Council of 
Shopping Centers
Jean Lambert

Intracorp Projects Ltd.
Don Forsgren

Intrinsic Investments Ltd.
Andrew Enciu

Invent Dev Inc.
David Payne

Invesco Fixed Income 
Kevin Collins 

Iron Tree Capital LLC
Justin Carpenter
Bill Fryer

Ivanhoé Cambridge
Nathalie Palladitcheff

Ivory Homes
Clark Ivory

J.P. Morgan Asset Management
Allina Boohoff
Alice Cao
Aric Chang
Wayne Comer
Ruchi Pathela
Peter Sibilia
Craig Theirl

Jackson Properties Inc.
Eric Edelmayer

JADT Group
Timothy Baylor

Jamestown
Catherine Pfeiffenber

JBG Smith
Stephen Theriot

Jesta Group
Steven Myszka
Anthony O’Brien
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PwC real estate practice assists real estate investment advisers, real 
estate investment trusts, public and private real estate investors, cor-
porations, and real estate management funds in developing real estate 
strategies; evaluating acquisitions and dispositions; and appraising and 
valuing real estate. Its global network of dedicated real estate profes-
sionals enables it to assemble for its clients the most qualified and 
appropriate team of specialists in the areas of capital markets, systems 
analysis and implementation, research, accounting, and tax.

Global Real Estate Leadership Team

R. Byron Carlock Jr. 
U.S. Real Estate Leader  
Dallas, Texas, U.S.A. 

Mitchell M. Roschelle 
Partner and Real Estate Research Leader  
New York, New York, U.S.A. 

Frank Magliocco 
Canadian Real Estate Leader  
Toronto, Ontario, Canada 

Craig Hughes 
Global Real Estate Leader 
London, U.K.

K.K. So 
Asia Pacific Real Estate Leader  
Hong Kong, China

Uwe Stoschek 
Global Real Estate Tax Leader  
European, Middle East & Africa Real Estate Leader  
Berlin, Germany 

www.pwc.com

The Urban Land Institute is a global, member-driven organization 
comprising more than 45,000 real estate and urban development pro-
fessionals dedicated to advancing its mission of providing leadership 
in the responsible use of land and in creating and sustaining thriving 
communities worldwide.

ULI’s interdisciplinary membership represents all aspects of the indus-
try, including developers, property owners, investors, architects, urban 
planners, public officials, real estate brokers, appraisers, attorneys, 
engineers, financiers, and academics. Established in 1936, the Institute 
has a presence in the Americas, Europe, and the Asia Pacific region, 
with members in 81 countries.

The extraordinary impact that ULI makes on land use decision-making 
is based on its members sharing expertise on a variety of factors affect-
ing the built environment, including urbanization, demographic and 
population changes, new economic drivers, technology advancements, 
and environmental concerns.

Peer-to-peer learning is achieved through the knowledge shared by 
members at thousands of convenings each year that reinforce ULI’s 
position as a global authority on land use and real estate. In 2018 alone, 
more than 2,200 events were held in about 330 cities around the world.

Drawing on the work of its members, the Institute recognizes and 
shares best practices in urban design and development for the benefit 
of communities around the globe.

More information is available at uli.org. Follow ULI on Twitter, Facebook, 
LinkedIn, and Instagram.

W. Edward Walter 
Global Chief Executive Officer, Urban Land Institute

ULI Center for Capital Markets and Real Estate

Anita Kramer 
Senior Vice President 
www.uli.org/capitalmarketscenter

Urban Land Institute 
2001 L Street, NW 
Suite 200 
Washington, DC 20036-4948

(202) 624-7000 
www.uli.org

Sponsoring Organizations






