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Market Overview

Q12022 Market Trends

The Toronto and Greater Toronto Area (GTA) office markets continued to experience increasing vacancy, growing to 9.6%, up from
9.3% in Q4 2021. The largest increase in vacancy over the quarter was seen in the Toronto North Submarket, in which vacancy
increased by 0.9%. The Downtown Core saw an increase of 0.4% quarter-over-quarter while the Midtown market saw an increase of
0.5%. Over Q2 and Q3 of 2021, there were improvements pointing toward an office recovery with two straight quarters of positive
absorption in the Downtown Core. With that being said, Q4 2021 and Q1 2022 saw negative absorption across the GTA and the
Downtown Core. In Q1 2022, there were approximately 1,000,000 square feet of negative absorption across the entire GTA, and
371,000 square feet within the Downtown Core. This is believed to be driven by the fifth and sixth waves of COVID-19, which in turn has
amplified the hybrid work model and slowed companies’ return to office strategy. Furthermore, as leases expire, many people expect
that tenants will require less space due to this new hybrid work model. Nonetheless, there are some positive signs for the Downtown
Office market, as sublet space as a percentage of total available space has decreased from 21.7% to 19.8% in the Core. This is down
nearly 10% from the market high of 29.3% seen in Q1 2021.

Rising vacancy can also be attributed to the nearly 1.4 million square feet of new supply that came on to market in Q1 2022,
approximately 850,000 square feet of which was in the Downtown Core. Although some of these properties were delivered fully pre-
leased, there remain some large availabilities within these buildings that have a significant impact on overall vacancy rates. In addition to
the 1.5 million square feet delivered in Q1, the Downtown office market is expecting another 150,000 square feet to be delivered in 2022.
With the decrease in demand due to COVID-19 and flexible work strategies, plus an influx of new supply in Q4 2021 and Q1 2022, it is
expected that vacancy rates will continue to increase for the foreseeable future.

GTA average net asking rents remained relatively stable over the quarter. Nevertheless, we saw a slight increase in rental rates across
Downtown Class A office buildings to approximately $35.00 per square foot. Overall, rental rates have remained stable over the past
year as net rents are still landlord and building specific. Large institutional landlords are continuing to hold rental rates at pre-pandemic
levels, while offering larger incentive packages such as improvement allowances and free rent. Some large institutional landlords are
even becoming stricter when viewing tenant covenants. With uncertainty, landlords want to ensure their tenants will not default on rent
payments if lockdowns, due to COVID-19, continue for an extended period. In terms of smaller portfolio landlords, who hold older assets,
rental rates are beginning to drop as we are seeing a flight to high-quality space with existing build outs and high-quality finishes. Older
buildings are not able to compete and are having to offer lower rents to remain competitive with newer space. To lure tenants and
employees back to the office, landlords are focusing on health & safety measures. However, as the pandemic begins to slowly show
signs of stabilizing, landlords will have to be creative in implementing Environmental, Social and Governance (ESG) amenities.

With concerns over the Omicron variant, companies have been forced to delay or interrupt their return to office strategy to early to mid-
2022. Consequently, there have been limited large office lease deals over the past quarter. SNC-Lavalin Inc. signed a 30,000 square
foot lease in Etobicoke, while DAC Group Inc. signed a 20,000 square foot lease in North Toronto. On the investment side, the purchase
of the Royal Bank Plaza by Zara Owner, Amancio Ortega, from Oxford Properties has officially closed for $1.163 billion. Additionally,
Allied Properties has purchased six office buildings from Choice Properties REIT for $794 million. This deal is expected to close in Q2
2022. Furthermore, Crown Realty Partners is finalizing a deal to purchase 1.2 million square feet of Orlando's Mississauga office
portfolio for just over $250 million dollars. These recent purchases suggest that large institutional landlords are betting on the Toronto
office market to recover in the near future.

Most businesses are beginning to acknowledge that work-from-home and hybrid strategies are here to stay. However, Tenants also see
that the purpose and advantages of having core office space holds due to company culture and employee engagement. The only
question remaining is how a tenant wants to optimize its real estate: what level of hybrid to adopt and whether it continues to maintain a
traditional headquarters strategy, versus a shift to the hub-and-spoke strategy. These decisions should ultimately drive the slow recovery
of the downtown office markets.

Significant Lease Transactions

Tenant Address Size (SF)
Tonal 200 Bay Street, Toronto 52,650
Cologix 105 Clegg Road, Markham 41,000
SNC-Lavalin Inc. 185 The West Mail, Etobicoke 30,000
Good Shepherd 346 Spadina Avenue, Toronto 27,840
BCG 181 Bay Street, Toronto 25,000

Q1 2022 Market Insight Report
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GTA Overview

Q12022

Supply Vacancy Average Net Rent Net Absorption

263,978,552 SF 9.6% $23.25/SF -1,001,189 SF

Arrows Indicate One Quarter Change

Vacancy Rates
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GTA Overview

Availability By Market Office Market
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500 The Toronto and Greater Toronto Area

(GTA) office markets continued to
experience increasing vacancy, which grew
t0 9.6%, up from 9.3% in Q4 2021. The

300 largest increase in vacancy over the quarter
was seen in the Toronto North Submarket,
200 where vacancy increased by 0.9%. The
Downtown Core saw an increase by 0.4%
100 . l quarter-over-quarter.
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Downtown Midtown Toronto Toronto Toronto Durham .
There are some improvements for the
North East We st .
Downtown Office market, as sublet space as
mClass A mClass B mClass C a percentage of total available space has

decreased from 21.7% to 19.8% in the
Downtown Core. This is down nearly 10%

SIinflcqnt Availabilities from the market high of 29.3% seen in Q1

2021.
Market Address Size (SF)
. 3.
Downtown 40 King Street West 493,406 SF Rental rates have remained stable over the
Midtown 175 Bloor Street East 177,959 SF past year as net rents are still landlord and
building specific. Large institutional landlords
Toronto North 5000 Yonge Street 161,452 SF are continuing to hold rental rates at pre-
Toronto East 160 McNabb Street 200,000 SF pandemic levels, while offering larger
incentive packages such as improvement
Toronto West 5025 Creekbank Road 312,500 SF allowances and free rent. Some large
Durham 920 Champlain Court 72,419 SF institutional landlords are even becoming

stricter when viewing tenant covenants. With
uncertainty, landlords want to ensure their
tenants will not default on rent payments if
lockdowns, due to Covid-19, continue for an
extended period.

GTA Pandemic Space
Comparison

4,

In order to lure tenants and employees back
to the office, landlords are focused on health
& safety measures. However, as the
pandemic begins to slowly show signs of
stabilizing, Landlords will have to be creative
in implementing Environmental, Social and
Governance (ESG) amenities.

Q12020
Direct Space Vacancy:
9,183,702 SF

Sublease Space Available:
1,482,192 SF

Q12022

Direct Space Vacancy:
18,589,252 SF

Sublease Space Available:
4,031,723 SF

5.
It has been reported that Allied Properties
has purchased six office buildings from
Choice Properties REIT for $794 million.
This deal is expected to close in Q2 2022.
Furthermore, Crown Realty Partners are
finalizing a deal to purchase 1.2 million
square feet of Orlando's Mississauga office
portfolio for just over $250 million dollars.
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Downtown Toronto

Q12022

Supply Vacancy Average Net Rent Net Absorption

102,707,423 SF 7.7% $32.39/SF -371,882 SF

Arrows Indicate One Quarter Change

Availability Trends

Vacancy Rate
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Significant Availabilities
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2 Queen Street East
294,248 SF

40 King Street West 1 Adelaide Street East
493,406 SF 378,269 SF

483 Bay Street
297,753 SF
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Midtown Toronto
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Q12022

Supply Vacancy Average Net Rent Net Absorption

22,150,628 SF 7.8% $26.54/SF -110,753 SF

Arrows Indicate One Quarter Change

Vacancy Rate Availability Trends
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Significant Availabilities

175 Bloor Street East 2 Bloor Street East 120 Bloor Street East 160 Bloor Street East
177,959 SF 163,596 SF 155,825 SF 142,146 SF
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Toronto North

Q12022

Supply Vacancy Average Net Rent Net Absorption

24,228,844 SF 8.2% $18.07/SF 24,229 SF

Arrows Indicate One Quarter Change

cresa

Vacancy Rate Q3 Availability Trends
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Significant Availabilities

5000 Yonge Street 4950 Yonge Street
161,452 SF 154,786 SF

5150 Yonge Street
142,968 SF
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Toronto East
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Q12022

Supply Vacancy Average Net Rent Net Absorption

46,398,519 SF 11.2% $14.64/SF -417,587 SF

Arrows Indicate One Quarter Change

Vacancy Rate Q3 Q4 Availability Trends
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3600 Steeles Ave E 95 Moatfield Drive
172,889 SF 156,426 SF

300 Consilium Place
190,291 SF

160 McNabb Street
200,000 SF
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Toronto West
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Q12022

Supply

61,405,346 SF

Vacancy Rate

427 Corridor/Bloor/Islington

Airport Corporate Centre/Airport

Brampton

Burlington

Central West

City Centre

Hwy 10/Hwy 401
Meadowvale
Mississauga South
North West DT
Oakville

West Toronto Region

Overall

Q3

Vacancy
12.4%

Arrows Indicate One Quarter Change

Q4

New Construction and Absorption
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Significant Availabilities

Q1 2019

Average Net Rent

$16.46/SF

cresa

4

Net Absorption

-61,405 SF

Availability Trends
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5115 Creekbank Road
247,500 SF

195 The West Mall

1950 Meadowvale Blvd
160,709 SF 160,560 SF
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Durham

Q12022

Supply Vacancy Average Net Rent Net Absorption

7,087,792 SF 5.0% $14.60/SF -63,790 SF

Arrows Indicate One Quarter Change

Vacancy Rate Availability Trends

Ajax 6.3% 5.6% 5.6% - 60
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40
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Significant Availabilities

920 Champlain Court

78 Richmond Street West 601 Westney Road South 1340 Pickering Parkway
72,419 SF

57,246 SF 42,438 SF 36,220 SF
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Development

261 Queens Quay East
25 Ontario Street
141 Bay Street
77 Wade Avenue
160 Front Street West
191 Bay Street
19 Duncan Street

375 Queens Street West

8 Spadina Avenue
530 Front Street West
150 Sterling Road
1Yonge Street — West Tower
1Yonge Street — East Tower
11 Bay Street

30 Bay Street

Owner

Hines

First Gulf & HOOPP

Ivanhoe Cambridge & Hines

Next Properties

Cadillac Fairview

QuadReal

Allied Properties

Allied Properties

Allied Properties

Carttera

Hines

Pinnacle International

Pinnacle International

QuadReal

Oxford Properties

Size (SF)

251,000
460,000
1,400,000
150,000
1,200,000
TBD
150,000

93,100

1,175,000

560,000

425,000
(3 buildings)

TBD
650,000
1,130,200

1,400,000

cresa

Development Sites
Downtown Toronto Developments

Completion Date

Q12023
Q32023
Q4 2023
Q22023
Q22023
TBD
Q3 2022

Q4 2023

Q12023

Q4 2023

Q22023
TBD
TBD
TBD

Q22025
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About Cresa Toronto Contact Follow Us

Cresa is the world’s largest commercial real estate firm For more information about um
that exclusively represents occupiers of space. By not Cresa and the Toronto market,

taking listings on behalf of landlords or developers, we please contact:
are able to provide our clients with objective, conflict-
free advice.

Check out our social
Cresa Toronto Inc., Brokerage media channels to stay

170 University Avenue, Suite 1100 up to date on current

_ i to. ON M5H 3B market trends and
For the last 30+ years, Cresa’s Toronto office has 4%?&?6%’.2666 SH 383 availability.

worked alongside our clients to align their business cresa.com/toronto
plans and their real estate needs, increase their
productivity, and consistently save them money.

cresa:--

Our integrated team of real estate advisors, project
managers, designers, and analysts, listen to occupiers’
needs, meticulously research market conditions, firmly
negotiate terms, and manage the design and
construction of projects to customize the best possible
occupancy solutions. And it’s this relentless focus on our
clients that has earned us numerous industry awards

Disclaimer: Even though obtained from sources deemed reliable, no warranty
along the way.

or representation, express or implied, is made as to the accuracy of the
information herein, and it is subject to errors, omissions, change of price,
rental or other conditions, withdrawal without notice, and to any special listing
conditions imposed by our principals.

To learn more about how you can leverage our Lease Expense Review services
to ensure you, as the tenant, are being charged accurately based on your
unique lease, and to potentially yield significant savings, please visit:
www.cresatoronto.com/lease-expense-review



http://www.cresatoronto.com/lease-expense-review
https://twitter.com/cresacorp?lang=en
https://www.linkedin.com/showcase/cresa-toronto/
https://www.instagram.com/cresatoronto/
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