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* Please click on link to view and download Avison Young’s 2019 North America, Europe and Asia
Forecast, FULL REPORT:
https://avisonyoung.uberflip.com/i/1071065-ay2019northamericaeuropeasiaforecastjan15-19final

* Click here to view Avison Young CEO Mark Rose’s 2019 Commercial Real Estate Forecast
VIDEOCAST:
http://www.avisonyoung.com/media-room/ceo-video-audiocasts

Avison Young releases 2019 North America,
Europe and Asia commercial real estate forecast

CRE 2019: Opportunities abound amidst strong demand,
anticipated repricing and strategic change

Toronto, ON — Set against the backdrop of a rapidly increasing world population, global GDP
growth, relatively strong economies and heightened job creation, real estate markets are thriving.
Fundamentals continue to show great strength amidst restrained building activity, strong demand
and accordant rising rents. Despite political headwinds such as trade disputes, Brexit, currency
fluctuations and interest-rate hikes, quality real estate continues to be occupied and in demand.

These are some of the key trends noted in Avison Young’s 2019 North America, Europe and
Asia Commercial Real Estate Forecast, released today.

The annual report covers the office, retail, industrial and investment sectors in 68 markets within
seven countries on three continents: Calgary, Edmonton, Halifax, Lethbridge, Montreal,
Ottawa, Regina, Toronto, Vancouver, Waterloo Region, Winnipeg, Atlanta, Austin, Boston,
Charleston, Charlotte, Chicago, Cleveland, Columbus, OH; Dallas, Denver, Detroit, Fairfield
County, Fort Lauderdale, Greenville, Hartford, Houston, Indianapolis, Jacksonville, Las
Vegas, Long Island, Los Angeles, Memphis, Miami, Minneapolis, Nashville, New Jersey,
New York, Oakland, Orange County, Orlando, Philadelphia, Phoenix, Pittsburgh, Raleigh-
Durham, Reno, Sacramento, San Antonio, San Diego, San Francisco, San Jose/Silicon
Valley, San Mateo, St. Louis, Tampa, Washington, DC; West Palm Beach, Westchester
County, Mexico City, Coventry, London, U.K.; Manchester, Berlin, Duesseldorf, Frankfurt,
Hamburg, Munich, Bucharest and Seoul.
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“While the last few weeks have certainly been a rollercoaster ride for the world’s equity markets,
the headline is: we continue to feel very positive about opportunities in the real estate environment
for the year ahead,” comments Mark E. Rose, Chair and CEO of Avison Young. “At Avison Young,
we believe that more capital is available to move into real estate debt and equity than at any other
time. The next wave of investment is not a matter of if or when — it’s just a matter of price.”

Rose continues: “Understanding demand is the key to navigating the current market. While
workplace changes can be confusing — driven by technology, generational trends and the new
economy — they largely represent positive developments for our industry. As co-working and
flexible-office providers take down a significant amount of space, what we are seeing is a change
in tenancy — not a slowdown in occupancy. Leasing is stable — and longer-term in nature — and
most businesses retain their office footprint throughout economic cycles.”

An office experience is taking the place of the static workplace of prior generations, states the
report. Energy, light, collaboration, purpose, sustainability, and health and wellness are as much
drivers of the work experience as the underlying businesses.

Industrial is today’s property class of choice and will probably regress to the mean, but will still be
a driving force as methods of production and distribution continue to evolve. Distribution to the
home and the last mile are top of mind among industrial owners and occupiers; accordingly, same-
day delivery is the goal of retailers and consumers as the world’s population continues to increase.

Rose adds: “On the investment side, as pundits have noted, we are at a pricing top and have
been there for a few years. Rising interest rates should be pushing cap rates up and prices down,
but demand for real estate and longer-term views on a potential global recession are working to
keep pricing within a narrow band. The real estate industry has matured: buyers hold more equity
and are generally not chasing deals. This situation has created a tug-of-war between the bid and
the ask, and sets up a modest — but healthy — pricing correction even as economic growth takes
hold and interest rates rise globally.”

On the North American front, though trade was discussed ad nauseam, property markets in the
U.S., Mexico and Canada performed well in 2018. The Mexican economy has continued to exhibit
resilience in a complex environment despite the volatility and uncertainty surrounding the federal-
government-transition process in Mexico and other international factors.

Across the Atlantic, despite a healthy property sector, the U.K. market remains susceptible to
political risk — namely Brexit. German markets are exhibiting healthy leasing and investment
demand, while a lack of product hinders stronger growth. Significant construction, industrial
expansion and sustained prices are forecasted to have positive impacts in Bucharest, Romania.

Meanwhile, co-working office providers have become core occupiers in Seoul, South Korea — the
location of Avison Young’s first office in Asia.

CANADA

The 10-year bull market in the Canadian commercial real estate sector continued in 2018,
supported by the lowest unemployment rate in at least four decades. For several months, the lack
of an amicable trade deal with the U.S. was a destabilizing factor on many fronts, but the
prospective United States-Mexico-Canada (USMCA) agreement removes some of the doubt.
Meanwhile, new federal and provincial measures appear to have stabilized the housing market.
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“Strong performances in 2017 and 2018 have led to supply constraints amid a maturing
commercial real estate cycle in Canada,” says Bill Argeropoulos, Principal, Practice Leader,
Research (Canada) for Avison Young. “Activity is expected to remain stable in 2019 with a general
supply constraint being the primary brake on property market growth. Meanwhile, occupiers and
owners will have to adjust to rapid technological advances during a period of moderating
economic growth.”

According to the report, Canada’s office sector remained sound in 2018, though softness
persisted in Alberta. Competition for office space, especially in downtown markets, continues to
underpin the sector’s fundamentals nationwide. Office vacancy declined in almost every market,
lowering the Canadian average to 11% near year-end 2018. A similar story is expected in 2019
although vacancy will rise modestly to 11.3% by year-end after construction nearly doubled in
2018.

Argeropoulos notes: “Toronto and Vancouver reaffirmed their presence among North America’s
top-performing office markets as Canadian markets captured five of the continent’s 10 lowest
vacancy rates.”

The report states that low single-digit vacancy characterized Canada’s industrial markets.
Overall industrial vacancy continued to decline, falling to a new record-low of 2.9% near the end
of 2018 — and is expected to edge lower in 2019. Toronto (1.3%) and Vancouver (1.5%) posted
North America’s lowest vacancy rates in 2018 and are projected to rank among the tightest three
markets in 2019.

Argeropoulos adds: “Canada’s industrial market outperformed many observers’ expectations in
2018 — and is set to do so again in 2019. Competition from the emerging recreational-cannabis
industry will add to the already robust e-commerce demand this year as owners and occupiers
continue to grapple with rising land costs and the eroding supply of developable land — most
evident in Vancouver and Toronto.”

Retail properties remain the most unpredictable commercial real estate assets in Canada. Retail
vacancy remains in flux as a lingering result of the failures of some prominent chains, while big-
box chains closed underperforming locations amid the ongoing e-commerce revolution.

“The focus on creating memorable consumer experiences will endure across the Canadian retail
landscape in 2019. Significant investment in technology to track millennial behaviour is being
made by retailers developing and enhancing their physical locations and online market shares
while seeking the correct balance in the symbiotic relationship between bricks and clicks,” says
Argeropoulos.

With the final tally yet to come, 2018 was another record year of investment, exceeding the
previous high of $36 billion set in 2017. Capital is abundant and, in search of higher yields,
investors are looking to take advantage of landlord-favouring markets and sectors offering
significant rental-rate growth.

He concludes: “Supported by relatively sound leasing fundamentals in almost every market, debt
reduction and asset and geographic diversification will continue in 2019, while asset values are
expected to remain elevated and cap rates low for prime assets.”
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U.S.

“The U.S. market continued to provide fairly predictable returns to investors in 2018 despite some
turbulence, both economically and geopolitically. The strong correlation between job growth and
real estate value was again demonstrated in 2018 as the U.S. added more than 2 million jobs
which, in turn, bolstered occupancy levels as well as consumer confidence,” comments Earl
Webb, President, U.S. Operations for Avison Young. “Vacancy rates across all property types
remain low when compared with historically similar market cycles. Capital flows into commercial
property in 2018 remained roughly equivalent to those of the prior year, and foreign investors
continued to be significant investors across all U.S. property types, especially office and industrial.”

Webb adds: “The property markets continued to perform well in 2018, demonstrating resilience in
the face of substantial development, and total sales were on track to outpace the 2017 total
volume after declining for two years from a peak in 2015.

According to the report, Avison Young is tracking 46 U.S. office markets totalling 5 billion square
feet (bsf) of inventory. As year-end 2018 approached, overall national vacancy was 12.1%, down
20 bps compared with year-end 2017. San Francisco (3.5%), Charleston (7.1%), Nashville (7.1%)
and Columbus (7.7%) recorded the lowest vacancy rates.

“Co-working operators are dominating U.S. office markets as tenants pay up for term flexibility,
amenities and the ability to shift long-term lease obligations off their books,” says Margaret
Donkerbrook, Principal, Practice Leader, Research (U.S.) for Avison Young. “Landlords are
feeling pressure to renovate older properties to compete; as a result, plug-and-play speculative
suites and tenant amenities, such as conference centres and lounge areas, are becoming
ubiquitous. Ultimately, there will be some shake-out in the category; however, co-working will
remain part of the real estate lexicon.”

The report goes on to say that retail continues to be the asset type most impacted by change
even though consumer spending increased in 2018 — and experiential and service retail outlets
are blossoming. E-commerce sales grew by 14.5% year-over-year. Looking forward, online
grocery sales and related home-delivery services represent a nascent opportunity for both e-
commerce and industrial logistics.

The 10.7-bsf industrial market inventory increased by 2% after almost 200 msf was delivered in
2018, but strong leasing demand held vacancy flat at 5%. Distribution-logistics and e-commerce
demand led to upticks in construction and speculative development in many key U.S. markets,
including Atlanta, Chicago and Dallas — with each having more than 18 msf underway. Overall,
the U.S. construction pipeline near the end of 2018 was 19% larger than at year-end 2017, and
projects underway were 32% preleased.

Beyond distribution, core data centre markets are expanding to prepare for the arrival of 5G
networks; increased cloud usage by consumers and Big Data suppliers; and higher blockchain
and Al adoption levels in such markets as Northern Virginia, Phoenix, Chicago, Reno and Dallas.
Construction starts are cooling in some metros that are critically land-constrained such as San
Jose and West Palm Beach, but most markets feature burgeoning industrial-property-
development pipelines. Industrial vacancy is expected to rise slightly by year-end 2019.

Investors remained steadfast in their support of the U.S. commercial real estate market in 2018.
Sales were led by the multi-family and office sectors and foreign capital continued to flow into the
U.S. Canada was again the top source of foreign capital, accounting for more than $40 billion of
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transactions and doubling its investment in comparison with 2017. France ($8.7 billion),
Singapore ($6.3 billion), China ($5.6 billion) and Germany ($4.9 billion) rounded out the top five
sources of foreign investment in 2018. Foreign and private capital will continue to sustain the U.S.
investment market in 2019.

‘Even though vyear-over-year volumes were fairly consistent in the U.S., activity was
uncharacteristically weighted towards the early part of 2018,” notes John Kevill, Principal and
Managing Director of U.S. Capital Markets for Avison Young. “This situation was largely a product
of the broader economic volatility, and we anticipate that early 2019 will bring an uptick in
transactional activity, particularly with fresh lender allocations and the availability of transitional
debt. Expect to see institutional investors buy smaller properties than they typically have been
investing in, thereby putting pressure on the private investors who have been dominating the
under-$30-million market segment.”

Webb concludes: “Our outlook for 2019 remains consistent with that for the prior year. Modest
interest-rate increases by the Federal Reserve are expected, but at a much decreased pace. The
U.S. economy is strong overall; and with continued job-growth-related occupancy levels healthy,
that strength should be maintained. However, the supply of labour, especially skilled labour, will
have an impact on operating costs as well as the cost of new construction. Technological
innovation — in procurement, occupancy optimization, workplace strategy, supply-chain
management and many other areas — will continue to keep our industry in an evolutionary mode.”

*k%k

Editors/Reporters:

Please turn to the listed pages of the report for Forecast highlights in specified
national and local markets. For additional local and national info/comment, please
contact the Avison Young representatives listed below. Thank you.

p.10 Investment Management Trends
Amy Erixon, Principal and Managing Director, Investment Management, 416.673.4034
amy.erixon@avisonyoung.com

p.12 Canada Overview
Bill Argeropoulos, Principal and Practice Leader, Research (Canada), 416.673.4029 or
416.906.3072 (cell) bill.argeropoulos@avisonyoung.com

p.18 U.S. Overview
Margaret Donkerbrook, Principal and Practice Leader, U.S. Research, 202.644.8677
margaret.donkerbrook@avisonyoung.com

Canada

p.26 Calgary
Todd Throndson, Principal and Managing Director, 403.232.4343 todd.throndson@avisonyoung.com

p.28 Edmonton
Cory Wosnack, Principal and Managing Director, 780.429.7556 cory.wosnack@avisonyoung.com

p.30 Halifax
Michael Brown, Managing Director, 902.454.4110 michael.brown@avisonyoung.com
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p.32 Lethbridge
Doug Mereska, Managing Director, 403.330.3338 doug.mereska@avisonyoung.com

p.34 Montreal
Denis Perreault, Principal and Managing Director, 514.905.0604 denis.perreault@avisonyoung.com

p.36 Ottawa
Michael Church, Principal and Managing Director, 613.567.6634 michael.church@avisonyoung.com

p.38 Regina
Dale Griesser, Managing Director, 306.559.9001 dale.griesser@avisonyoung.com

p.40 Toronto
Martin Dockrill, Principal and Managing Director, 905.283.2333 martin.dockrill@avisonyoung.com

p.42 Vancouver
Michael Keenan, Principal and Managing Director, 604.647.5081 michael.keenan@avisonyoung.com

p.44 Waterloo Region
Ted Davis, Managing Director, 226.366.9040 ted.davis@avisonyoung.com

p.46 Winnipeg
Wes Schollenberg, Managing Director, 204.560.1501 wes.schollenberg@avisonyoung.com

United States

p.50 Atlanta
Steve Dils, Principal and Managing Director, 404.865.3663 steve.dils@avisonyoung.com

p.52 Austin
Corey Martin, Principal and Managing Director, 512.717.3084 corey.martin@avisonyoung.com

p.54 Boston
Michael Smith, Principal and Managing Director, New England, 617.575.2830

michael.smith@avisonyoung.com

p.56 Charleston
Chris Fraser, Managing Director, South Carolina, 843.725.7200 chris.fraser@avisonyoung.com

p.58 Charlotte
John Linderman, Principal and Managing Director, North Carolina 919.420.1559

john.linderman@avisonyoung.com

p.60 Chicago
Danny Nikitas, Principal and Managing Director, 312.940.8794 danny.nikitas@avisonyoung.com

p.62 Cleveland
Chris Livingston, Principal and Managing Director, 216.406.1131 chris.livingston@avisonyoung.com

p.64 Columbus, OH
Scott Pickett, Principal and Managing Director, 614.264.4400 scott.pickett@avisonyoung.com

p.66 Dallas
Greg Langston, Principal and Managing Director, 214.269.3115 greg.langston@avisonyoung.com

Partnership. Performance. Page 6 of 10 dg?AERLAGED
5 COMPANIES

’latinum membe:


mailto:doug.mereska@avisonyoung.com
mailto:denis.perreault@avisonyoung.com
mailto:michael.church@avisonyoung.com
mailto:dale.griesser@avisonyoung.com
mailto:martin.dockrill@avisonyoung.com
mailto:michael.keenan@avisonyoung.com
mailto:ted.davis@avisonyoung.com
mailto:wes.schollenberg@avisonyoung.com
mailto:steve.dils@avisonyoung.com
mailto:corey.martin@avisonyoung.com
mailto:michael.smith@avisonyoung.com
mailto:chris.fraser@avisonyoung.com
mailto:john.linderman@avisonyoung.com
mailto:danny.nikitas@avisonyoung.com
mailto:chris.livingston@avisonyoung.com
mailto:scott.pickett@avisonyoung.com
mailto:greg.langston@avisonyoung.com

p.68 Denver
Alec Wynne, Principal and Managing Director, 720.508.8112 alec.wynne@avisonyoung.com

p.70 Detroit
Jim Becker, Principal and Managing Director, 313.209.4121 jim.becker@avisonyoung.com

p.72 Fairfield County
Sean Cahill, Principal and Managing Director, 203.614.1264 sean.cahill@avisonyoung.com

p.74 Fort Lauderdale
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.76 Greenville
Chris Fraser, Principal and Managing Director, South Carolina, 843.725.7200

chris.fraser@avisonyoung.com

p.78 Hartford
Andrew Filler, Principal and Managing Director, 860.327.8302 andrew.filler@avisonyoung.com

p.80 Houston
Rand Stephens, Principal and Managing Director, 713.993.7810 rand.stephens@avisonyoung.com

p.82 Indianapolis
Bill Ehret, Principal and Managing Director, 317.210.8808 bill.ehret@avisonyoung.com

p.84 Jacksonville
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.86 Las Veqgas
David Jewkes, Principal and Managing Director, 702.472.7978 david.jewkes@avisonyoung.com

p.88 Long Island
Ted Stratigos, Principal and Managing Director, 516.962.5399 ted.stratigos@avisonyoung.com

p.90 Los Angeles
Chris Cooper, Principal and Managing Director, Southern California 213.935.7435
chris.cooper@avisonyoung.com

p.92 Memphis
Warren Smith, Managing Director, 615.727.7409 warren.smith@avisonyoung.com

p.94 Miami
Donna Abood, Principal and Managing Director, 305.447.7857 donna.abood@avisonyoung.com

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

p.96 Minneapolis
Mark Evenson, Principal and Managing Director, 612.913.5641 mark.evenson@avisonyoung.com

p.98 Nashville
Warren Smith, Managing Director, 615.727.7409 warren.smith@avisonyoung.com

p.100 New Jersey
Jeff Heller, Principal and Managing Director, 973.753.1100 jeff.heller@avisonyoung.com
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p.102 New York
Arthur Mirante, Principal and Tri-State President, 212.729.1896 arthur.mirante@avisonyoung.com
Mitti Liebersohn, Principal and Managing Director, 212.729.7734 mitti.liebersohn@avisonyoung.com

p.104 Oakland
Charlie Allen, Principal and Managing Director, 510.333.8477 charlie.allen@avisonyoung.com

p.106 Orange County
Keith Kropfl, Principal and Director of Brokerage Services, 949.430.0680 keith.kropfl@avisonyoung.com

p.108 Orlando
Greg Morrison, Principal and Managing Director, 407.440.6640 greg.morrison@avisonyoung.com

p.110 Philadelphia
David Fahey, Principal and Managing Director, 610.276.1081 david.fahey@avisonyoung.com

p.112 Phoenix
David Genovese, Principal and Managing Director, 480.423.7900 david.genovese @avisonyoung.com

p.114 Pittsburgh
Brad Totten, Principal and Managing Director, 412.944.2132 brad.totten@avisonyoung.com

p.116 Raleigh-Durham
John Linderman, Principal and Managing Director, North Carolina 919.420.1559
john.linderman@avisonyoung.com

p.118 Reno
John Pinjuv, Managing Director, 775.332.7300 john.pinjuv@avisonyoung.com

p.120 Sacramento
Thomas Aguer, Principal and Managing Director, 916.563.7827 tom.aguer@avisonyoung.com

p.122 San Antonio
Marshall Davidson, Principal and Managing Director, 210.844.9042
marshall.davidson@avisonyoung.com

p.124 San Diego
Chris Cooper, Principal and Managing Director, Southern California 213.935.7435
chris.cooper@avisonyoung.com

p.126 San Francisco
Nick Slonek, Principal and Managing Director, Northern California 415.322.5051
nick.slonek@avisonyoung.com

p.128 San Jose/Silicon Valley
Gregg von Thaden, Principal and Managing Director, 408.913.6901
gregg.vonthaden@avisonyoung.com

p.130 San Mateo
Randy Keller, Principal and Managing Director, 650.425.6425 randy.keller@avisonyoung.com

p.132 St. Louis
Tim Convy, Principal and Managing Director, 314.650.6601 tim.convy@avisonyoung.com
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p.134 Tampa
Ken Lane, Principal and Managing Director, 813.444.0623 ken.lane@avisonyoung.com

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

p.136 Washington, DC
Josh Peyton, Principal and Managing Director, 202.644.8688 josh.peyton@avisonyoung.com

p.138 West Palm Beach
Pike Rowley, Principal and Managing Director, Florida, 954.938.1807 pike.rowley@avisonyoung.com

p.140 Westchester County
Sean Cabhill, Principal and Managing Director, 203.614.1264 sean.cahill@avisonyoung.com

Mexico

p.144 Mexico City

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

United Kingdom

p.148 Coventry
Robert Rae, Principal and Managing Director, +44 (0)24 7663 6888 robert.rae@avisonyoung.com

p.150 London
Jason Sibthorpe, Principal and Managing Director, U.K. +44 (0)20 7046 6514

jason.sibthorpe@avisonyoung.com

p.152 Manchester
Mark Williams, Principal and Managing Director, +44 (0)161 819 8220 mark.williams@avisonyoung.com

Germany

p.156 Berlin
Nicolai Baumann, Managing Director, +49 30 920 320 110 nicolai.baumann@avisonyoung.com

p.158 Duesseldorf
Stephan Heinen, Principal and Managing Director, +49 211 22070 100
stephan.heinen@avisonyoung.com

p.160 Frankfurt
Frank Loblein, Principal and Managing Director, Germany +49 69 962 443 111

udo.stoeckl@avisonyoung.com

p.162 Hamburg
Udo Stoeckl, Principal and Managing Director, Germany +49 69 962 443 111

udo.stoeckl@avisonyoung.com

p.164 Munich
Markus Bruckner, Principal and Managing Director, +49 89 150 025 250

markus.bruckner@avisonyoung.com
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Romania

p.168 Bucharest

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

South Korea

p.172 Seoul
In-Joon Choi, Principal and Managing Director, +82-2-3775-7204 injoon.choi@avisonyoung.com

Avison Young is the world’s fastest-growing commercial real estate services firm. Headquartered
in Toronto, Canada, Avison Young is a collaborative, global firm owned and operated by its
principals. Founded in 1978, the company comprises 2,700 real estate professionals in 85 offices,
providing value-added, client-centric investment sales, leasing, advisory, management, financing
and mortgage placement services to owners and occupiers of office, retail, industrial, multi-
family and hospitality properties.

-end-

For further information/comment/photos:

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

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

* Margaret Donkerbrook, Principal, Practice Leader, Research (U.S.), Avison Young:
202.644.8677 margaret.donkerbrook@avisonyoung.com

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

www.avisonyoung.com

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

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

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

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

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

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