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REALPAC (Real Property Association of Canada) and Ferguson Partners (FP) are pleased to
announce the results from the second quarter 2021 REALPAC/Ferguson Partners Canadian Real
Estate Sentiment Survey. The survey is the industry’s most comprehensive measure of senior
executives’ confidence in the Canadian commercial real estate industry. This quarter, the survey
captured the thoughts of a wide variety of industry leaders, including CEOs, presidents, board
members, and other executives from a broad set of industry sectors, including owners and asset
managers, financial services providers, and operators and related service providers. The biannual
survey measures executives’ current and future outlook on three topics: (1) overall real estate
conditions, (2) access to capital markets, and (3) real estate asset pricing. Survey respondents
represent the retail, office, industrial, hotel, multi-family, residential, and senior residential
asset classes.

Topline Findings
•

While many investors are optimistic, the market remains highly polarized due to significant
variation in performance across property types. Residential and industrial continue to experience
increased activity while uncertainty persists around office and retail.

•

Valuations continue to vary by property type, with industrial assets trading at all-time highs and
select retail properties experiencing downward pricing adjustments.

•

Debt capital remains accessible; however, as demand for debt increases, the availability outlook
may change.

•

Availability of equity is good, but there are fewer quality deals to pursue.

Data Collection
Data was collected during April of 2021. In the pages that follow, survey responses are supplemented
by excerpts from interviews conducted with senior executives from Canadian property developers
and owners, institutional investors, asset managers, and other organizations.
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General Market Conditions
While many investors are optimistic, the market remains highly polarized due to significant variation in
performance across property types. Residential and industrial continue to experience increased activity while
uncertainty persists around office and retail.
“[General market conditions are] steady.”
“Regarding the Canadian industrial sector, leasing
fundamentals are strong, led by Toronto, Vancouver, and
Montreal. Conditions are improving in Alberta.”
“The apartment sector feels like a tale of two markets. The
apartment valuation market is reaching new heights and,
at the same time, market apartment earnings are falling.
Buyers are seeing a clear path to the under 30-35 cohort
returning to the rental market as vaccines roll out. Current
weakness is simply attributed to young people waiting out
the pandemic at their family’s home. Canada remains in a
housing crisis driven by a lack of supply.”
“[The] market seems to be generally optimistic that
recovery is around the corner. The biggest question mark
in everyone’s mind is the housing market and possible
action that may be taken to cool the current situation. The
wrong approach could shut-out new home buyers and be
devastating for the recovering urban condo markets.”
“Increasing construction costs and government
regulations/fees/charges are big items to watch. Also,
watch recent US projections on higher interest rates.”
“Assessment clearly varies by specific asset class - e.g.,
logistic versus hotel.”

“In a word, ‘varied’. Sectors that had tailwinds going
into COVID-19 have accelerated and become even more in
demand. For example, life sciences, warehouses, and data
centres. Sectors that saw pre-COVID-19 headwinds like
office and retail have experienced even greater difficulties.
This has played out in private market returns (the highest
performing sectors versus the lowest are amongst the
widest in the history of these data sets like the MSCI) and
public market/REIT performance and returns.”
“Investors continue to look for places to invest in a world
of money printing, which is putting a floor under weaker
parts of the sector and accelerating others. If you haven’t
built your boat to get through this period of transition and
turbulence, you will come out in a difficult position. If you
have built for the future, you can expect to steal market
share in an eventual recovery.”
“Corporate occupiers continue to make decisions
around their long-term occupancy, footprint, and
cost optimization. Office and retail asset classes will
continue to be challenged as occupiers transition and
modernize their portfolios and offices. [It’s a] challenging
environment for Canada to remain competitive globally
with taxation, labour, and regulatory constraints.”

Exhibit 1A:

REALPAC/FP Canadian Real Estate Sentiment Index*
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*The REALPAC/FP Canadian Real Estate Sentiment Index and the Real Estate Roundtable Sentiment Index are measured on a scale of 1–100. Each are the average of a Future
Index and a Current Index. To register an Index of 100, all respondents would have to answer that they believe conditions are “much better” today than one year ago and will be
“much better” one year from now. The REALPAC/FP Canadian Real Estate Sentiment Index and the Real Estate Roundtable Sentiment Index, organized by Ferguson Partners, are
created using the same survey methodology, questions, and timing.
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“Hard to generally comment on the broad trends when
there are (and will be) clear asset and market-specific
winners and losers.”
“Clearly a bifurcated market - those who had previously
positioned themselves with warehouse and multiresidential rental assets will enjoy much less stress over
the next two years compared to the owners of retail and
office assets. These sectors will require a couple of years
to get sorted out. Perhaps the best opportunities will be in
these two challenged sectors for those who can successfully
differentiate the ‘good’ from the ‘also-ran’ assets.”
“E-commerce growth, population growth, and increased
inventories in response to potential supply-chain
disruptions (i.e., pandemic and Suez Canal fiasco) are
driving the Canadian industrial sector.”
“Notwithstanding the repetitive lifting and
reimplementation of lockdowns, we have seen a fair
degree of stability across our current tenant base over
the past six months or so, indicating that those operating
with restrictions have adapted, are strong enough, or are
receiving enough support to make it through to better days
ahead.”

REIT. Our focus on larger suites with 2-3 bedrooms will
continue to drive our consideration when buying. Flex work
will no doubt continue to drive the demand for more space
at home.”
“The industrial space continues to be unstoppable. At
some point high valuations, low yields, and lack of supply
are going to become a detraction to investors. Real estate
investors, managers, and developers appear to be sitting
on the sidelines to determine the longer term impact of
COVID-19 on the office environment. We are experiencing a
recovery in our suburban office portfolio leasing velocity as
more small- and medium-sized firms are attracted to the
concept of low-commute time space versus the allure of
downtown. Purpose-built rental is starting to show signs of
improvement in Q2 2021, as leasing absorption has started
to return to pre-pandemic levels in the GTA and 905 areas.
Landlords continue to offer one and two month free-rent
incentives in an attempt to hold face rates longer term.
The big question for many investors is how long will the
full rental rate recovery take, and how does that line up to
timing of current developments underway.”

“Over the past couple of months, there are several
transactions underway that would indicate grocery
anchored retail and residential density are being valued
at or above pre-pandemic levels in the markets where we
operate.”

“There is the obvious extreme uncertainty about the future
of office space. How much will be required? How it will
be used? Where it will be located? It is way too early to be
definitive on a conclusion. It’s important not to forget that
everything goes in a cycle. I am concerned about how the
federal government plans on paying for their largesse - it
will not be good for the long-term economy.”

“Locking in 10-year money in a favorable interest rate
environment de-risks higher valuation at acquisition.
Traditionally we have been a suburban big city apartment

“Sector allocation (e.g., offices versus warehouses, or
apartments versus retail) matters more than market/
city allocation (e.g., Toronto versus Nashville). At the

Exhibit 1B:
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*The REALPAC/FP Canadian Real Estate Sentiment Index and The Real Estate Roundtable Sentiment Index, organized by Ferguson Partners, are
created using the same survey methodology, questions, and timing.
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heart of this is the changing nature of the economy, how
businesses operate, and how change and transformation
necessitates a new type of infrastructure versus the old.
Coupled with astute capital allocation, investors are
looking for operating platforms that are differentiated
or have a unique ability that gives them some form of
competitive advantage. This will continue, particularly
as the ‘church’ or real estate has expanded (think cold
storage, single family homes, etc.) and the so-called
‘alternatives’ now represent a larger market cap and
investible universe than traditional sectors.”
“The world is going ‘phygital’ where the asset world
is converging with the digital one. Operators who are
unable to build out a value proposition that is overlaid
on digital infrastructure will give up value compared to
those who can provide their customers what they want seamlessness and ubiquity. We are also at the early stages
where infrastructure is going ambient, and is converging
with the building.”
“The recovery from COVID-19 will be uneven, where some
sectors accelerated and others further declined. Every
cloud has its silver lining – astute investors and operators
will embrace change as an opportunity, as opposed to
something to be afraid of.”
“Hard to generalize since the industrial market is white
hot, and the mall business is in deep trouble. It’s also true
that conditions vary quite a bit by country - depending on
governmental support - and by city as New York and San
Francisco volumes are down 75-80% versus other North
American cities, which are off by more like 20-30%. Some
Sun Belt locations, such as Nashville, Austin, and Phoenix
are doing great with year-over-year volume increases in
leasing and sales.”

“We continue to be selective and remain focused on multifamily and light industrial assets in larger centres. We
remain hesitant on retail, hotels, and office in pretty much
every province.”
“The overall outlook in our industry is more optimistic for
the first time in the last four quarters. While the vaccine
rollout is progressing at a much faster rate in the US,
Canada is finally seeing a more aggressive rollout after a
very slow start due to lack of supply. That being said, that
optimism can be felt across most sectors of the real estate
industry. As a word of caution, it is still unclear as to what
the ‘new normal’ will look like, particularly in the office
sector of the industry. In Ontario, which has had some
of the most restrictive and longest lockdown protocols,
many mainstream large office users have adapted fairly
well to the remote work environment. It will be difficult
to speculate on what the demand and needs will be for
many of the office towers going forward. This sector and
high density residential development will be the most
sensitive, but crucial sectors to the recovery. Only time will
tell what these needs and the future depth of these market
sectors will be. There will definitely not be a shortage
of capital with so much parked on the sidelines for the
last 12 months, eagerly looking for deals and the right
environment to invest. Those in early will find possible
opportunities for significant lift on their investment, but
that window will be short and is already closing.”

Exhibit 2: Perspectives on Real Estate Market Conditions (% of respondents)
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Asset Values
Valuations continue to vary by property type, with industrial assets trading at all-time highs and select retail properties
experiencing downward pricing adjustments.
“For the Canadian industrial sector, investment demand
is extremely strong, asset values are at all-time highs
led again by the same markets. All capital dedicated to
real estate seems to be targeting industrial and multiresidential.”
“Cap rates have already compressed 0.15 in 2021. Further
compression is expected. The resiliency of apartment
income, strong fundamentals, and favorable borrowing
costs all are leading the market to the safety of apartment
REIT investments. A demand wave in Q4 is expected
to re-energize revenue lines as millennials return to
independent living.”
“At the end of 2020, we saw the following in asset
values: Industrial - significant appreciation year-overyear as rates have far outpaced inflation; Office - some
depreciation in value as uncertainty around leasing
continues, longer vacancy time, and slower lease up
impacted value; Multi-residential - held for the most part
as it is believed recovery will be soon.”
“Continue to adjust downward for malls as rents reset.
Office values are flat to slightly negative. Multi-family
values are holding at pre-COVID-19 levels. Industrial
values continue to improve.”

appreciation in values, with headwind sectors being
marked down, but we have seen very little distressed
selling. Enormous government intervention in the form
of fiscal and monetary policy have kept pretty much all
boats afloat. As we enter into the recovery, the next wave
of return opportunities will reveal themselves in the
‘COVID-19 reversal trade’ – that is, people won’t work
from home forever, people won’t stop traveling to other
cities and hotels forever, and we won’t only shop online
under government orders. For those with asset selection
skills and differentiated operating capabilities, they will
find ways to buy cheaper assets and fix them. Expect the
wave of low to negative yielding rates to continue to make
its way into hard assets over the next period, continuing
to provide a floor and support to asset values.”
“The key is to hang in until the fall to see retail back
to 100%. Many retailers are in tough shape, except for
grocery and drugstores. The fashion category is all in very
difficult financial shape; look at Reitmans and Moores as
examples.”
“Hard to answer these questions broadly. There is so
much difference within asset classes that the aggregate
could mask the reality in some cases.”
“The multi-residential market is rebounding broadly
across Canada. However, the rent freezes in most
provinces are holding back some of the growth.”

“In even the most challenged sectors, asset values have
held firmer than most would have anticipated moving
into this crisis. Tailwind sectors have seen material

Exhibit 3: Real Estate Asset Values (% of respondents)
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Debt Capital
Debt capital remains accessible; however, as demand for debt increases, the availability outlook may change.
“Debt capital remains accessible.”
“For industrial deals, secured and unsecured debt remains
very accessible and competitive, CAN 10-year is up roughly
80 bps from Q4 2020, but spreads are still well below
historical average.”
“CMHC debt is available in the market. The 10-year
mortgage rates have lifted 80-100 bps since the middle
of 2020, but sit at historical low levels. Attractive yield
spreads exist on apartment acquisitions despite cap rate
compression due to the low cost of debt.”
“Not much change from earlier in the year. Availability of
debt capital remained strong for well capitalized groups
looking for relatively traditional products (asset backed
lending).”

“On the debt side, lenders continue to be active, albeit
focusing on key banking relationships.”
“We have now done the full ‘around the world’ trip
with respect to debt. That is, the cost of debt for certain
sectors is tighter/cheaper than it was pre-COVID-19. For
disrupted sectors like offices or hotels, borrowers will need
to pay more on more lender-friendly terms. There are
also opportunities for investors in ‘transitioning’ assets
where balance sheet lenders like banks, have too much
risk on and are looking to downweight. This creates more
favourable terms for borrowers than lenders.”
“As or when the economy improves, the broad demand
for debt capital is likely to expand; which could mean
less capital availability for real estate debt. Especially for
smaller and mid-market borrowers who rely primarily on
banks and credit unions.”

Exhibit 4: Availability of Debt Capital (% of respondents)
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Equity Capital
Availability of equity is good, but there are fewer quality deals to pursue.
“[The availability of equity capital is] steady.”
“Equity capital is available for certain sectors and names,
but trading volumes for REITs are currently low as the
expected re-opening led to a risk-on trade in Q1. Low
institutional participation may continue to pose challenges
for new equity issuances in the near-term.”
“Trading values for apartment REIT units have generally
returned to NAV, but new record setting transaction prices
are likely to lift NAV as 2021 progresses. Apartment REITs
are seeing robust deal flow that will possibly give rise for
the demand for more issues to raise equity again in 2021.”
“Groups are starting to return to the market looking
for investment opportunities after a long pause. There
continues to be an acceleration of interest in impact
investing/socially responsible opportunities.”
“Capital Markets – generally very little activity on the
private side. Most owners are waiting for the market to

improve before taking assets to market. Expect a flood of
asset sales once conditions improve.”
“Flow out of fixed-income is continuing to make its way
into hard assets. We’ve seen this in markets that are more
‘open’ such as Australia; where Asian capital is looking
to get out of low yielding bonds, and find some income
and appreciation potential. This movement of capital is
going to continue for a prolonged period. Further, with
certain sectors outright out-of-favour (e.g., retail or some
offices for now), equity capital is crowding into trades
for investments that have continued tailwinds for the
infrastructure and economy of the future (e.g., life sciences
and data centres).”
“More capital chasing few quality opportunities will push
prices up for quality assets, and [will] likely force income
driven investors up the risk curve. Maintaining investment
discipline will be important as large dilutive cash reserves
are creating pressure to invest.”

Exhibit 5: Availability of Equity Capital (% of respondents)
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Participants
(Please note that this is only a partial list. Not all survey participants elected to be listed.)

ACM Advisors Ltd.
Ishbel Buchan

CT Real Estate Investment Trust
Lesley Gibson

MIYA Consulting
Kevin Miyauchi

Adgar Canada Inc.
Chris Tambakis

DekaBank Deutsche Girozentrale
Timo Drexler

Northam Realty Advisors Limited
Peter Filardi

Avison Young (Canada) Inc.
Sheila Botting
Amy Erixon
Mark Rose

Dell Corporation Realty Ltd.
Michael Dell

Nova Scotia Pension Services
Corporation
Chris Taylor

BentallGreenOak
Malcolm Leitch
Berkley Property Management Inc.
Paul Chisholm

Epic Investment Services
Craig Coleman
Equitable Bank
Kasey Chauhan

Oxford Properties Group
Michael Turner
PenEquity Realty Corporation
David Johnston

Boardwalk Real Estate Investment Trust
Sam Kolias

Fengate Corporation and Fengate
Capital Management Ltd.
John Bartkiw
Jaime McKenna

Realstar Group
Greg Speirs
Wayne Squibb

BTB Real Estate Investment Trust
Mathieu Bolt

Fiera Real Estate
Richard Dansereau

Realtech Capital Group Inc.
James McPherson

Canadian Apartment Properties REIT
Mark Kenney

First Capital Real Estate
Investment Trust
Adam Paul

S & H Realty Corporation
Danny Klempfner

Canadian Mortgage Capital Corporation
Robert Goodall
Canada Post Pension Plan
Tom McCulloch
Canderel Management (West) Inc.
Richard Diamond
CanFirst Capital Management
Paul Braun
Allan Perez
Colliers International
Brian Rosen
Capital Property Development CPD Inc.
Alexandra Kau
Crestpoint Real Estate Investments Ltd.
Colin MacKellar

Forgestone Capital Management
Keith Jameson

Summit Industrial Income Real Estate
Investment Trust
Dayna Gibbs

Geoffrey L Moore Realty Inc.
Geoffrey Moore

TD Asset Management
Jeff Tripp

General Bank of Canada
Paul Ermantrout

TD Securities Inc.
Sam Damiani

Granite Real Estate Investment Trust
Kevan Gorrie
Teresa Neto

Triovest Inc.
Ted Willcocks

GWL Realty Advisors Inc.
Jim Anderson
Kircher Research Associates Ltd.
Hermann Kircher
Menkes Developments Ltd.
Jim Leon

Crown Realty Partners
Les Miller
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