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Greater Montréal area market fundamentals
Inventory (msf)

Net absorption (sf)

Direct asking rents (psf/FS)

17.2%

16.0%

$31.20

total availability rate
up from 16.8% in Q1 2022

sublet as a percentage of all available space
down from 16.5% since Q1 2022

average gross asking rent per square foot
includes $12.73 psf average additional rent

Availability (msf)

Availability rate

Investment sales

18.5M

-0.40M

2.75M

square feet available
up from 18.1 million square feet in Q1 2022

square feet absorption
year to date

square feet under construction
12 projects
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Economic turmoil dampens
return to the office
In recent weeks, concerns about rising interest rates have
dominated discussions between landlords and tenants. The
rising costs of completing and financing tenant
improvements or relocation projects, coupled with the
specter of an economic slowdown or even a recession, are
causing many players to revise their plans or take a
temporary step back.
While the current economic uncertainty and the worrisome
rise in Covid infections since June are prompting tenants to
adjust the pace of their short-term return-to-work plans,
they will not derail them from the goal to bring back
employees and nurture company culture and innovation.

The temporary halt to return-to-office (RTO)
momentum is expected to loosen as concerns
regarding the 7th wave of infections dissipate.
Over the last months, new and more flexible space use
habits had started to emerge in different sectors of activity.
The Avison Young Vitality Index has shown a steady
increase in office workers’ traffic since the lift of mandatory
work-from-home sanitary measure earlier this year. Avison
Young’s Vitality Index show close to 90% increase in office
visitor volume between February 2022 and July 2022.
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The index also illustrates that the busiest days of the week
are Tuesdays, Wednesdays, and Thursdays. The number of
visitors to workplaces on these three days accounts for
70% of weekly visitor volume, compared to 16% on
Mondays and 14% on Fridays.

Availability rates are
stabilizing
Deal velocity has been improving since January,
as tenants who had been delaying decisions are
starting to execute on their return-to-office
strategies.

Availability rate by class
Q2 2020

18%
16%

Total volume of available space has increased by
approximately 450,000 sf in Q1 and Q2 of this year, due
mainly to the addition of new supply and relocation
projects leaning towards downsizing. That said, these
variations are quite modest when compared to the
average 900,000 sf of available space added on the
market every quarter from Q2 2020 to Q4 2021.

10%
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Q2 2022

20%

This positive sign of momentum was however too weak to
absorb even the modest new supply delivered over the
last two quarters. Absorption year-to-date is negative
400,000 sf, which is however a significant improvement
from over negative 1 million sf in the first half of 2021.

Availability rates have continued to increase slightly in
2022, but at a much slower pace. On the class A market,
after reaching a 17.4% historical peak in Q1 2022,
availability rates are pointing to stability in Q2, at 17.2%. A
modest improvement in a single quarter obviously cannot
confirm that the trend will prevail, but one can foresee
that the worst is perhaps behind us.

Q2 2021

14%
12%

8%
6%
4%
2%
0%
Greater Montréal Area
(GMA)

Source: Altus Data Studio

Class A

Class B

Class C

Availability rate by sector

For the class B segment, trends towards more
stability are more entrenched, with availability
rates hovering between 16.7% and 17.4% for
now five consecutive quarters.
Suburban buildings, especially nodes within Transitoriented development (TOD) sites, are seeing an uptick in
leasing velocity. In the eastern and western suburbs,
where inventory has remained stable, availability rates
have decreased slightly. The increase in availability in
Laval and the South Shore is partly due to the delivery of
new projects.
The downtown market seems to be taking longer to
recover than suburban markets. Almost 250,000 sf of
sublets were added to the downtown market in the first
semester of 2022, more than the 200,000 sf of new sublet
space added during the same period last year. Inversely,
the direct available space added on the downtown market
since January is only 250,000 sf, half of the volume added
between January and July of 2021, which is pointing to
some improvement.
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Q2 2021

Q2 2022
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Source: Altus Data Studio

Downtown

Laval

Midtown

South Shore

East End

West Island

Sublease availabilities

Direct and sublet availability (sf)

More sublets near expiry putting downward
pressure on rents
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Q1 2022

Q4 2021

Q3 2021

Q2 2021

Q1 2021
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Q3 2020

Q2 2020

Q1 2020

Q4 2019

Q3 2019

Q2 2019

Q1 2019

Q4 2018

0
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The abundance of remaining large blocks of sublets that
were put on the market over the last two years, or prior,
are gradually approaching expiry and will soon become
direct available space. As these large blocks of sublets
expire, and cease to generate rents for landlords, it is
putting pressure on them to lease up and avoid the
carrying costs of vacancies. We can expect office owners
to adjust their 2023 rental rate policy and incentive
programs to attract tenants currently on the market.

18,000,000

Q2 2018

Since 2020, office landlords have been able to continue
collecting rents from premises that were physically
unoccupied but still bound to a lease. The same goes for
the large blocks of sublet spaces.

Sublet

20,000,000

Q1 2018

High-quality sublease and turnkey space ready for
occupancy have been gradually taken up in the last two
years. Sublet as a percentage of total available space,
which has climbed from a 5% pre-Covid low to a 16% peak
early this year, has since plateaued. These levels are
relatively low compared to other Canadian markets.

Direct

As direct leases and sublets gradually expire,
and the space available for lease becomes
vacant, in the traditional real estate meaning
of vacant, tenants will be in a strong position to
negotiate advantageous terms, as it has always
been the case in a context where supply is far
in excess of demand.
Unlike previous landlord-tenants rental rate negotiations
in times of softening demand, discussions today are much
more focused on rising interest rates and inflation. Rising
costs of leasehold improvements and their amortization
over the life of the lease are impacting both tenants and
landlords in unprecedented ways. The consensus
amongst economists that the recession should be short
makes it logical to wait a few months before engaging in
long-term commitments.
Landlord and tenant discussions today also focus on
modern considerations focused on employee wellness,
ESG policies and talent retention and recruitment. Indeed,
most relocation analysis performed by Avison Young for
occupiers now include our unique proprietary software
AVANT geographic analysis of socio-demographics, labour
pools, as well as commute and transit analysis for clients’
employees. Cost per square foot is no longer the ultimate
measure.

page 7

Greater Montréal office market report | Q2 2022

Sublease as a percentage of total availability by class
Q2 2020

Q2 2021

Q2 2022
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Class A

Class B

Class C

Steady delivery of
small office projects

Under construction
Under construction and leased

Nearly 2.7 million sf of projects are currently under
construction in the Greater Montréal Area, including the
new 1.1 million sf National Bank headquarter, which is
expected to be completed in 2023. Other than the
National Bank tower, eleven much smaller office projects
are set for completion over the next two years.

335,000

71%

Victoria sur le Parc (Podium)

320,000

2%
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Source: Altus Data Studio

Q1 2025

Espace Montmorency

Q4 2024

100%

Q3 2024

148,618

Q2 2024

1720 du Canal

Q1 2024

26%

Q4 2023

147,000

Q3 2023

Gare Viger

0
Q2 2023

52%

200

Q1 2023

75,932

400

Q4 2022

5623 Casgrain

600

Q3 2022

Leased

800

Q2 2022

Office size (sf)

1,000

Q1 2022

2022 Deliveries

1,200

New supply (000 sf)

More than 1 million sf of these new projects are set for
completion by the end of 2022, including Espace
Montmorency in Laval and the Victoria sur le parc office
podium. At more or less 50% pre-leasing levels, the
projects will be adding close to half a million square feet
of available space on the market in 2022. These deliveries
will be followed in 2023 and 2024 by the completion of
six small projects, totaling over 800,000 sf, adding to the
1.1 million sf National Bank tower. Demand will have to
surpass the new supply before we can see significant
decreases in available rates.

Under construction and available

Office development activity is relatively modest on the
Montréal leasing market. Montréal represents
approximately 20% of the country's total office leasing
inventory, but only 16% of space under construction.
Nearly 80% of new office construction is currently
concentrated in the Greater Toronto Area (8.1 million sf)
and Vancouver (5.6 million sf). Projects underway in
Toronto and Vancouver represent inventory growth of
4.2% and 8.9% respectively. Montréal’s pipeline only
represents 1.2% of inventory growth.
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New supply

Availability

Vacancy
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The National Bank headquarter is the largest office project
underway in Montréal, and the first major tower launched
Downtown since Maison Manuvie in 2017. Next year, the
completion of the National Bank tower and the relocation
of thousands of the institution's employees currently
spread across various sites will have a significant impact.
As a result, approximately 1.4 million sf will become
available in five buildings – 600 De La Gauchetière, 500
Place D’Armes, Édifice Sun Life, Place du Canada and 1100
Robert-Bourassa. Premises in these properties will
gradually become available as of the 2nd quarter of 2023.

Change in occupied area

Absorption / New supply (000 sf)

During 2020 and 2021, more than 4.4 million new square
feet of office space was delivered in the Greater Toronto
Area, including 3.6 million sf in the downtown area. For
Greater Montréal, new supply for the same period was
1.2 million sf, including just one small project downtown.
Loft office conversions in Midtown areas have also slowed
since March 2020.

Historic office market trends

Rental rates are stable
Rental rates per square foot remained relatively stable
through 2021 and 2022, despite the growing supply of
available space. Gross asking rents for downtown class A
office space currently listed on the market range between
$40.50 and $52.25 psf. Average additional rents and net
asking rents psf are at $21.50 and $24.75 respectively, for
average gross occupancy costs of $46.25. Average net
asking rents hover just above $18.00 psf for available
class B space downtown, so are asking rents for class A
space in suburban and midtown markets.

Occupancy costs (Q2 2022)
Asking net rent (Avg. $psf)
$50
$45
$40
$35
$30

Based on a sample of 20 recent leasing transactions
concluded by the Avison Young team, gross contractual
rents for class A and AA spaces downtown stand on
average at $42.00 psf, including $23.25 psf of additional
rent and 8 months of free rent, for an average lease term
of 7.7 years.

$25

As sublets and leases of unoccupied spaces expire, some
landlords will be faced with increasing vacancies.
Considering the significant carrying costs associated with
vacant premises, landlords will likely be motivated to
increase their efforts to attract tenants by offering more
competitive rents and generous leasing incentives.
Tenants’ expectations of larger leasing inducements
without corresponding increases in base rents should
apply downward pressure on net effective rents.

$5

page 10

Greater Montréal office market report | Q2 2022

Additional costs (Avg. $psf)

$20
$15
$10

$0
Downtown - Class A

Source: Altus Data Studio

Downtown - Class B

Suburban - Class A

Suburban - Class B

Office sales up for
first half of 2022
The first half of the year was marked by a
rebound in investment activity in the Montréal
office property market, with nearly 60
transactions totaling more than $820 million,
compared with only $632 million for all of 2021.
The successful completion of Cominar's privatization and
the subsequent sale to Groupe Mach of over 2 million sf
from its Greater Montréal office portfolio explain much of
this increased activity in the first quarter. However, other
major transactions have also stood out since the
beginning of the year, including the $231 million sale to
Blackstone of PSP Investment’s interests in a two-property
portfolio held in partnership with Kevric.
In March, Canderel disposed of 6795 Marconi at a sale
price of $51 million. Canderel had purchased this former
Mile-End industrial building in 2019 for $4.5 million as an
office loft redevelopment project.
At the end of 2021, Avison Young was retained to develop
a strategy and sell the office building located at 750 SaintLaurent; this sale was completed in June 2022 for a sale
price of $40.5 million.
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Office investment sales
Sale volume (millions)

Sale price psf
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2018

2019

2020

2021

2022 (H1)

Interest rates causing
investors to pause

Yield trends Downtown class A office
Cap rate trends

Office asset transactions represented 11% of total
transaction volume in the Greater Montréal market in the
first half of 2022, compared to only 6% in 2021. In spite of
this increase in share of total transactions for the office
segment, it is still modest when compared to industrial
(39%) and multi-residential (32%).
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Expected returns are projected to move upwards to
reflect the increased cost of financing, notwithstanding
the economic uncertainty and untamed inflation which
has caused many investors and lenders to step back this
summer and wait to see how things turn. Perceived risks
associated with the office market has limited the
availability of financing. Securing financing is a challenge
in some cases.

IRR trends

8.0

Yield %

However, there has been a significant slowdown in
transactional activity across all real estate asset classes
following the Bank of Canada’s 100 basis points (bps)
boost in overnight rate in July. The subsequent increase in
Canada Bond Yields has squeezed the real estate
premium to 325 bps in Q2 2022, the lowest ever recorded
by the Altus Group’s Investment Trends Survey Index.

10-Year Canada bond

Long recovery anticipated for the Downtown
market
It is encouraging to see the beginning of a recovery in
leasing activity in the Montréal office market in 2022. It
will however take a long time to see a material decline in
availability rates, given the large amount of available
space that has accumulated over the past two years, and
the additional availabilities coming from the pipeline of
new supply for the next two years.
There are nevertheless some encouraging signs for the
downtown office market, which accounts for half of the
city's office inventory. The return of tourists and visitors
in 2021 and 2022 have confirmed the attractiveness of
downtown. Large companies have also shown a
commitment to the prestige of the core business district
(CBD). The recent renewal by Intact Insurance of a
300,000-sf lease downtown is also sending a positive
signal about CBD’s attractiveness. In addition, the
upcoming opening of new REM stations will make
downtown even more accessible and inviting.
As leases come up for renewal or expiry and tenants
continue their flight to quality, we will be able to see
if the trend of reducing or consolidating office space
is behind us. It's not impossible that we'll see a shift
to post-pandemic growth in space needs.
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We however expect a slow down in activity on the short
term, as tenants take a pause to reconsider the risks of
relocation, improvements, downsizing or expansion
projects in a context of rapidly changing financial market
parameters, unpredictable construction costs and ongoing supply-chain disruptions. Altus Group estimates
that the availability rate could reach 20% in the
downtown area, for both class A and class B, before it
recedes. A recent study by the Montréal Board of Trade
also supports this view.
On the longer term, despite the current economic
uncertainty and concerns about rising covid infections
this summer, it is clear that in due course, employers and
tenants will execute their return-to-work strategies,
regardless of the formula. After two years of intermittent
lockdowns and work-from-home fatigue, the office is
more than ever a vehicle for recruiting and retaining
talent and a vector of productivity and innovation.

Greater Montréal area office market activity
Significant recent leasing activity
Tenant name

Address

District

Size (sf)

Lease type

Espace Montmorency

Laval

51,300

Direct/New

Saputo

1000 De La Gauchetière

Downtown

43,019

Direct/New

Aon

1000 De La Gauchetière

Downtown

42,885

Direct/New

Maples Fund Services

2000 McGill College Ave

Downtown

37,301

Extension + Expansion

Addenda Capital Inc.

800 René-Lévesque Boulevard West

Downtown

21,812

Direct/New

Owner/Manager

Listing date

Days on the market

Block size (sf)

Floors

Morguard

May 2019

1,148

162,300

4-6

GWL

September 2021

283

149,493

4-11

935 De La Gauchetière West

Cominar

November 2021

238

141,864

2, 9, 11, 13-15

200 Bouchard Boulevard

H&R REIT

June 2018

1,486

116,407

2-3

GWL

January 2022

168

115,830

8-10, 13-14

Address

Sale date

Sale price

Sale price psf

Seller

2001 McGill College Avenue

March 2022

$203 M

$398

Cominar

Kevric Real Estate & Blackstone

491 Viger Avenue West

March 2022

$147 M

$639

PSP Investments

Kevric Real Estate & Blackstone

1100 Atwater Avenue

March 2022

$84 M

$477

PSP Investments

NetEase Games (Montréal) Inc.

6795 Marconi Street

March 2022

$51 M

$486

Canderel

750 St-Laurent Boulevard

June 2022

$40.5 M

$349

Square Victoria Real Estate Inc.

Collège Montmorency

Largest contiguous sublet space on the market
Address
2341 Alfred-Nobel
455 Place Félix-Martin

1360 René-Lévesque Boulevard West

Major office transactions
Buyer
Groupe Mach

14065662 Canada Inc.
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Greater Montréal area office market stats
Existing
inventory (sf)

YTD
Deliveries (sf)

Under
development (sf)

Direct
availability (%)

Sublet
availability (%)

Total
availability (%)

Q2 2022
Net absorption (sf)

YTD 2022
Net absorption (sf)

Downtown

53,698,480

0

1,624,580

14.4%

2.9%

17.3%

(358,660)

(550,840)

Midtown

29,647,260

110,570

786,700

13.4%

2.3%

15.7%

(80,290)

(70,820)

East End

2,692,150

0

0

11.9%

0.3%

12.2%

(47,720)

6,910

West Island

11,221,750

0

0

16.4%

5.2%

21.6%

137,980

180,210

Laval

4,337,230

0

335,000

17.3%

1.7%

18.9%

32,520

(13,360)

South Shore

6,269,220

322,120

0

14.2%

0.9%

15.1%

72,000

103,390

Overall

107,866,090

432,690

2,746,280

14.4%

2.7%

17.2%

(148,730)

(407,980)

GMA

Existing
inventory (sf)

YTD
Deliveries (sf)

Under
development (sf)

Direct
availability (%)

Sublet
availability (%)

Total
availability (%)

Q2 2022
Net absorption (sf)

YTD 2022
Net absorption (sf)

Class A

44,218,300

287,180

2,055,000

13.8%

3.6%

17.3%

(262,740)

(553,450)

Class B

47,807,630

145,510

691,280

15.4%

2.5%

17.9%

313,180

172,550

Class C

15,840,150

0

0

13.2%

1.2%

14.4%

(17,170)

(27,080)

107,866,090

432,690

2,746,280

14.4%

2.7%

17.2%

(148,730)

(407,980)

Market total

*All numbers rounded to 10 sf
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