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Office users are increasingly choosing to own their

space to better control costs and hold onto the value 

invested into build-outs. In 2025, most office 

transactions have been sales.”

“
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Lethbridge has an estimated 1.42 million square 

feet (sf) of office space, with 995,000 sf located 

downtown and 425,000 sf in suburban areas. 

Suburban vacancy is less than a quarter of 

downtown’s, largely due to older downtown 

inventory, high build-out and construction costs, 

and stronger demand for suburban space. 

Professional services seem to prefer suburban 

locations that align with their target demographics 

rather than downtown; in a small city such as 

Lethbridge, downtown foot traffic isn’t a major draw 

for office users.

Downtown vs. suburban

01
Nationally, investors have been more hesitant to 

acquire office real estate following the post-pandemic 

vacancy spike. However, Lethbridge’s small office 

inventory has insulated it from similar trends. 

Investment properties that include office space have 

traded actively in 2025, with investors focused on 

vacancy and cap rate fundamentals rather than the 

asset class. Owner-users are increasingly viewing their 

spaces as investments, especially medical and dental 

services, where owning the property allows them to 

retain the significant capital spent on build-outs.

Office investment

02
After a sharp 40.5% rise in non-residential 

construction costs between 2020 and 2023, inflation 

has now stabilized below 2% per quarter. Still, 

building costs remain more than 150% higher than 

five years ago, creating a clear pricing gap between 

pre- and post-pandemic real estate across asset 

types in Lethbridge. With these higher input costs, 

both tenants and landlords must adjust 

expectations around lease rates for new builds 

with the understanding that there is a premium for 

brand-new space and modern build-outs.

Construction costs

03

Lethbridge office market trends
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Downtown vacancy rate

up from 11.33% in Q2 2024

12.07%▲
Downtown average lease rate

up from $15.00 in Q2 2024

$15.36▲
Downtown average additional rent

down from $9.34 in Q2 2024

$9.18▼

suburban vacancy rate

down from 5.82% in Q2 2024

3.31%▼
suburban average lease rate

up from $18.05 in Q2 2024

$19.17▲
suburban average additional rent

down from $13.70 in Q2 2024

$11.25▼

Lethbridge office market indicators – Downtown vs. suburban 
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Lethbridge office real estate

Vacancy and development

Source: Statistics Canada Costar Canada

Office sale transactions have increased 
over the past year, especially in suburban 
developments. Overall vacancy in 
Lethbridge is trending down, largely driven 
by owner-users purchasing or 
redeveloping space and removing it from 
inventory. Most vacancies, particularly 
downtown, remain unchanged year-over-
year, with some older space still in need of 
revitalization. However, high input costs 
limit downtown redevelopment. With 
stronger demand for suburban locations, 
there’s little appetite to take on downtown 
office space at the higher rates of a new 
build. Because Lethbridge’s office 
inventory is only approximately 1.5% that 
of our big neighbour Calgary, an overall 
vacancy rate of 7.69% is healthy relative to 
the market.

Leasing rates vary sharply by age and 
location, with downtown rates typically 
ranging from $12-16 per square foot (psf) 
and suburban spaces at $28-35 psf. There 
is strong continued demand for suburban 
spaces despite the higher costs.

Market data
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Lethbridge key 
market indicators
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National economic influences

Lethbridge key market indicators

Interest rate trends

Source: Statistics Canada

Following a peak of 5.0% in April 2024, the Bank of 
Canada (BoC) implemented seven consecutive rate 
cuts, bringing the key interest rate down to 2.75%, 
citing slow GDP growth projections. After a long 
holding period, the BOC announced a further 
reduction to 2.5% on September 17, 2025. Further 
cuts are expected, signaling a shift toward a more 
reactive fiscal strategy in response to other 
economic pressures such as rising unemployment. 
Lower borrowing costs have already boosted 
commercial real estate activity and helped stabilize 
cap rates in tertiary markets like Lethbridge. With 
CPI inflation holding steady and capital costs 
declining, the impact of the earlier aggressive rate 
cuts is evident in the uptick in local transactions 
throughout 2025, with strong momentum expected 
to continue into 2026. 

National economic stability may not have an 

immediate effect on the local commercial real estate

market, but we have seen the positive momentum of 

those earlier rate cuts carry through the summer

months and improve local investor sentiment.”

“

Jeremy Roden
Executive Vice President
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Summary

Lethbridge commercial real estate continues to attract strong 
interest from investors. The biggest challenge for office users 
entering the market is the pricing gap between older/downtown 
space and newer/suburban builds. For tenants, high asking rates in 
new developments could make Lethbridge seem like a “landlord’s 
market,” but the reality is that high rates in new builds directly reflect 
the sharp rise in construction costs over the past five years. Tenants 
understand that being in prime locations and new builds comes with 
a premium. For many businesses, being the first or most convenient 
option in a high-traffic area often outweighs the cost. Downtown 
Lethbridge does not experience significantly more foot traffic than 
other areas, and most residents prefer shopping in neighbourhood 
plazas closer to home, despite the city’s size.

West Lethbridge primed for growth
 

West Lethbridge is home to nearly half the city’s population, making 
it a prime location for future commercial development. We are 
looking forward to a big push from a large-scale project near the 
University of Lethbridge. It is already in its early stages and designed 
to be a mixed-use plaza.

Approximately 24.4% of Lethbridge’s 70,300 employed residents 
work in “Sales and Service” occupations, providing a strong talent 
pool for customer-facing services. West Lethbridge’s concentrated 
residential population offers convenient access to both clients and a 
skilled workforce. Its modern suburban layout, proximity to the 
university, and community amenities support consistent growth, 
positioning the area as an ideal setting for mixed-use projects that 
blend retail, office, and residential space.

Tenant priorities have shifted in recent years, and we

have seen factors like size and cost per square foot 

take a backseat to visibility and accessibility; tenants 

see a tangible advantage in being ‘close to rooftops.”

“

Jeremy Roden
Executive Vice President

Large-scale retail projects move slowly over a lengthy 

development period. When exploring new opportunities, 

we work with investors and developers who are typically 

looking five to ten years ahead.”

“

Ashley Soames
Senior Associate
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For more market insights and information visit avisonyoung.ca

For more market insights and 
information visit avisonyoung.ca

© 2025 Avison Young. All rights reserved.  E. & O.E.: The information contained herein was obtained from 
sources which we deem reliable and, while thought to be correct, is not guaranteed by Avison Young.
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