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# F % S&P/TSX Capped REIT Index (\GSPRTRE): YTD Change : 7.37% Index: 172.96

Bank of Canada Overnight Rate : 1.50%

Canada GDP (2016 4 12 H) : $1,739 Billion (%7 148.0 JkH) F : VU] & b FEAE(TREFRN IS5
BC /il GDP (2016 =12 H) : $228.2 Billion (%7 19.4 JkH) LEL7%,

J:3# % /Unemployment BC : 4.20% (9 H)

English Summary:

The Bank of Canada maintained the overnight rate at 1.5%, even though it said
to increase the rate gradually to achieve their targeted inflation rate of 2.0%. The
BC’s September unemployment rate was the lowest in the nation at 4.2%. Primary
driver was in the manufacturing at 3.8% and agriculture in 23.4% for the employment
gain. The increase in agriculture might have been due to the anticipated legalization
of marijuana in BC. Accordingly, the hiring in general has become an issue in BC.
Meanwhile, the housing sector is quieting down as the new speculation tax and the
mortgage test begin to work their way through the system. The cap rates for
commercial investments are still low: downtown office at 3.75% (AAA class) to 4.50%
(B class) and industrial at 3.50% to 4.75%. The demand for the industrial products
is driving the cap rates down significantly. The Metro Vancouver’s office vacancy
stands at 5.7% (CBRE. Colliers is at 5.0%), while its downtown rate is at 4.4% (CBRE).
According to Colliers, there is 3.3MM square feet (sf) of new supply under
construction in the region with 2.3MM of it in the downtown core. The industrial is
no better as its availability rate stands at 2.3% (CBRE). The average sales price psf
has reached $350psf during this quarter, a jump of $40psf from that of the last quarter.
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The industrial segment is definitely underserved and the rents are gradually
increasing, resulting in $11.74psf from $11.59 in Q2.
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