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Across Canadian markets, leasing activity remains 
active but increasingly selective, with demand focused 
on modern, operationally efficient industrial facilities. 
Periods of muted or negative absorption have been 
driven by vacancies linked to large-format 
availabilities, rather than broad-based weakening in 
tenant demand. In contrast, high-clearance, efficient 
warehouse space, particularly newer large-format 
product, continues to record consistent leasing activity 
and support market momentum.

This environment reflects a widening bifurcation in 
performance, as functional obsolescence becomes 
more evident and older inventory experiences longer 
lease-up periods. Current conditions suggest that 
demand has not retreated, but recalibrated toward 
building quality, operational efficiency, and scalability. 
As a result, aggregate fundamentals may appear 
uneven, even as demand drivers tied to logistics 
optimization, inventory management, and supply 
chain resilience remain intact.

Quality assets drive industrial 
demand and rents

01
Nationally, industrial development activity has cooled 
from its recent cycle peak, resulting in more disciplined 
and measured supply pipelines. Construction volumes 
have moderated, reducing near-term oversupply risk 
and supporting more stable vacancy conditions, even as 
quarterly metrics continue to fluctuate. Where 
development is proceeding, a growing share of projects 
is anchored by pre-leasing or build-to-suit 
commitments, reflecting closer alignment between new 
supply and current end-user demand.

At the same time, speculative construction has become 
less prevalent, and inventory under development now 
represents a smaller share of total stock. This 
recalibration is gradually bringing new completions into 
better balance with prevailing demand conditions. The 
shift underscores a broader return to capital discipline 
following several years of rapid expansion and signals 
that development activity is transitioning toward a more 
sustainable pace, with supply growth increasingly 
shaped by tenant requirements rather than speculative 
expectations.

More disciplined supply is 
rebalancing markets

02
Market conditions indicate that industrial demand has 
not retreated, but continues to recalibrate around 
operational efficiency, scalability, and building quality. 
Short-term fundamentals may appear uneven as large 
blocks cycle through availability and leasing timelines 
lengthen, yet underlying demand drivers remain 
relatively sound. Requirements tied to logistics 
optimization, inventory rationalization, and 
supply-chain resiliency continue to support baseline 
absorption, particularly for well-located, modern 
facilities. 

That said, the demand outlook is still exposed to 
broader macroeconomic and policy influences. 
Ongoing uncertainty around global trade dynamics 
continues to weigh on planning horizons, while the 
implications of higher oil prices and tightening energy 
supply have yet to fully materialize. Elevated energy 
costs could influence transportation economics, 
production costs, and distribution strategies, 
particularly for energy-intensive users. As these 
factors interact, demand conditions are expected to 
remain selective in the near term, reflecting cautious 
optimization rather than contraction.

Demand outlook exposed to 
external uncertainty
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National industrial market trends  
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Economic 
drivers
Policy and macroeconomic 
factors continue to influence 
market behaviour.

Section 01
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Economic drivers

Canadian real GDP growth forecast

Source: Statistics Canada and Bank of Canada 
calculations and projections
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Monetary policy report – April 2026

Beyond 2025, Canada’s 
economy is expected to remain 
on a subdued growth path as 
U.S. tariffs and trade uncertainty 
continue to weigh on exports 
and investment.

Real GDP growth is projected at 
1.2% in 2026, with elevated fuel 
prices contributing to firmer 
inflation and constraining 
consumer spending. As oil prices 
are assumed to ease, growth is 
forecast to improve to 1.6% in 
2027, though it will remain 
below historical averages.
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Economic drivers

Total twenty-foot equivalent units (TEUs) 
handled at four major container ports
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In 2025, container traffic across 
Canada’s four largest ports 
increased by just over 8% YoY.

YTD volumes are approximately 
one quarter of 2025 levels, 
consistent with a typical 
early-year run rate, with 
stronger activity on the West 
Coast and more moderate 
volumes on the East Coast.
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Economic drivers

Total twenty-foot equivalent units (TEUs) 
handled at four major container ports
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From 2018 to 2025, TEU 
volumes across Canada’s four 
major ports were largely 
unchanged (+0.5%), with 
growth concentrated at the 
Port of Vancouver (+11.3%) and 
declines recorded at Montréal, 
Prince Rupert, and Halifax.

YTD 2026 volumes indicate 
continued activity, led by 
Vancouver.
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Economic drivers

Canadian e-commerce trends

Source: Statistics Canada, Monthly Retail Trade Survey
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In-store sales E-commerce sales

Indexed monthly retail e-commerce sales vs. in-store sales

Index (Jan. 2017 = 100)

E-commerce remains a key 
pillar of Canada’s retail sector, 
accounting for 6.1% to 7.5% of 
total sales between Q1 2025 
and Q1 2026. 

After a period of relative post-
Covid stability, e-commerce 
sales growth has spiked in the 
Winter of 2026. 
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Investment and 
capital markets 
trends

Section 02
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Investment and capital markets trends

Inflation, interest rates, and bond yields

Source: Bank of Canada, Statistics Canada

On April 29, 2026, the Bank of 
Canada (BoC) held the policy rate 
at 2.25% amid global uncertainty 
and elevated energy prices lifting 
near-term inflation, while 
underlying pressures ease. 

If oil prices stay high for longer, 
rate hikes could be in order.

Next announcement: 
June 15, 2026

Rate %

JS1
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Industrial Policy rate Canada 10-Yr Bond Average OCR

Billions ($) Rate (%)

The spread between real estate 
returns and 10-year bond rates 
continues within

basis points (bps) range.

200 to 250

Investment returns and transaction volumes

Source: Bank of Canada, CoStar Sales $5M+, VECTOM & 
Southwestern Ontario. Altus ITS 

Investment and capital markets trends
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premium for new vs. old

45-50 bps

Avison Young Q1 2026 Canadian 
cap rate and investment trends 
report

gap between Vancouver 
and Ottawa

100-190 bps4
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Investment and capital markets trends

Industrial cap rate survey results

Q1 Canadian cap rate and 
investment trends

https://www.avisonyoung.ca/canadian-cap-rate-and-investment-trends
https://www.avisonyoung.ca/canadian-cap-rate-and-investment-trends
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Industrial cap rate survey results

1. Strength of the tenants’ 
covenant, as well as the in-place 
rents, WALT and occupancy

2. Property-specifications (e.g., 
location, ceiling height, doors, 
parking, minimal capex)

3. Opportunity to acquire quality 
assets with strong long-term 
fundamentals at a discount

1. Overweight exposure to industrial 
assets in the investment portfolio

2. Mortgage renewal or due

3. Developers selling finished product

37%

8%
17%

38%

52%

20%

27%

Active market participants

Buyer profile
Trailing six months of market sales $5 

million and up

Seller profile
Trailing six months of market sales $5 

million and up

Market sentiment meter Listing velocity compared to previous quarter

Divest Hold Acquire

Private REITs Institutional Other

Source: CoStar

Down Unchanged Up

Motivations for acquisitions

Motivations for dispositions

Investment and capital markets trends
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Investment and capital markets trends

YTD sales total $1.5B, equal to 25% of the 2025 full-year volume ($5.9B)

$ in billions

Source: CoStar $1 million and up sales in industrial and flex
industrial buildings within VECTOM and Southwestern Ontario

Industrial sales volumes 
(seven major markets)

Following a softer 2025, Q1 2026 
industrial sales volume totaled 
approximately $1.5 billion, 
broadly in line with the prior 
year’s quarterly pace, 
representing about 25% of 2025’s 
full-year activity.
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Sales volumes exhibited an 
inverse relationship with the 
BoC overnight rate, 
strengthening during low-rate 
periods, moderating through the 
2022–2023 tightening cycle, and 
rebounding as rates declined to 
2.25% and remained stable 
through April 2026.

Source: Bank of Canada, Statistics Canada, Avison Young Market Intelligence, $1 
million and up sales in VECTOM and Southwestern Ontario markets.

Canadian industrial owner occupier sales 
volume vs. interest rates

Investment and capital markets trends
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Investment and capital markets trends

Source: Altus Investment Trends Survey

YoY % growth
National 
average

Toronto Montréal Vancouver

2022 13% 19% 22% 10%

2023 -5% -12% -11% 3%

2024 -2% -6% 1% -5%

2025 -1% -3% -6% -1%

Q1 2025 - Q1 2026 2% -2% 6% 6%

Annual YoY percentage growth in unit values $/psf 
across six major markets from 2022 to 2025.
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Values remain relatively stable
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Select large industrial sale transactions

Investment activity and trends

Address
5085 North 
Fraser Way

5219 47th Street NW 5441 52nd Ave SE 254 Henry St 2777 Langstaff Road
1000 & 1201 

Logistics Private
11601-11701 Boul 

Albert-Hudon

Market/submarket Burnaby, BC Edmonton, AB Calgary, AB Brantford, ON Vaughan, ON Gloucester, ON Montréal, QC

Sold date March 2026 January 2026 March 2026 March 2026 March 2026 March 2026 March 2026

Price sold $53,274,435 $19,781,580 $10,385,000 $16,600,000 $134,700,000 $61,600,000 $38,125,000

Year built 2020 2007 1998 1967 1990 2022 1976

Property type(s) Multi-tenant Single-tenant Multi-tenant Single-tenant Single-tenant Multi-tenant Single-tenant

Total size (sf) 106,100 152,050 55,812 128,560 471,050 293,200 218,470

Price sold (per sf) $502 $130 $186 $129 $286 $263 $175

Land area (acres) 5.39 8.00 3.93 8.34 24.60 68.63 17.33

Buyer Groupe Montoni GLBC Developments Precision Ventures U-Haul Franline Investments
Industrial Logistics 

Private GP
Groupe Capital A.M.R

Seller Dorigo Systems GWL Realty Advisors Camrock Capital Partners Brantscreen Landco Pure Industrial Avenue31 Metro

Source: Altus Data Studio and CoStar
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Fundamentals are 

recalibrating, in spite of 

macroeconomic 

uncertainty.

Industrial market 
leasing 
fundamentals

Section 03
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Industrial market leasing fundamentals

Leasing velocity tapers off while new supply 
completions return to normal

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets 
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Early 2026 data points to 
tentative stabilization. Q1 
absorption of 7.1 million square 
feet (msf) exceeded 
completions of 2.7 msf, easing 
near-term supply pressure.

Vacancy edged down to 4.2% 
but remains elevated, leaving 
further improvement 
dependent on sustained 
demand and disciplined 
deliveries.
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Industrial market leasing fundamentals

Under construction: historical volumes

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets
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Space under construction space as a 
percentage of existing inventory

The industrial construction 
pipeline remains moderated in 
early 2026.

Space under construction 
accounted for 1.2% of existing 
inventory, supporting gradual 
absorption of available space 
and limiting the risk of a 
renewed, supply-driven rise in 
vacancy, assuming demand 
remains steady.
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Industrial market leasing fundamentals

New supply deliveries taper off after 
record high in 2023

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets

After inventory growth of 2.7% 
in 2025, total industrial 
inventory increased only 
marginally in Q1 2026 (+0.1%), 
reflecting a sharp slowdown in 
new supply.

Early 2026 data points to 
tentative stabilization.
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Industrial market leasing fundamentals

Average asking net rents 
(seven major markets)

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets

5.6% percentage decrease in the average asking net rent 
year-over-year, but 40% growth since Q1 2021.

Weighted average asking net rent ($ psf)
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Asking net rents have 
receded by 9.4% from the 
$17.00 psf peak in Q3 
2023. Following ten 
consecutive quarters of 
moderate decline, the 
average asking rent stands 
at $15.41 psf at the end of 
Q1 2026.



Page 22 National industrial market overview 

Major market 
comparisons and 
trends

Section 04
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Major market comparisons and trends

Vacancy rates continue to rise

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets

Vacancy rate %

Vacancy across the seven 
major markets averaged 4.2% 
in Q1 2026, a slight decline 
from 4.3% in Q4 2025.

The national vacancy rate has 
risen by 30 bps over the last 
five quarters.
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Major market comparisons and trends

Net absorption by market

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets

Absorption (msf)

Net absorption strengthened 
meaningfully, led by Toronto, 
Vancouver, and 
Southwestern Ontario, 
signaling improving leasing 
momentum in first part of 
2026.
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Major market comparisons and trends

Under construction by market

Overall, only 38% of space 
under construction is 
preleased. 

The preleasing rate is over 
50% in the Ottawa, Montréal, 
and Calgary markets.

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets
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Major market comparisons and trends

Asking rent growth stabilized

Source: Altus Data Studio and Avison Young 
Market Intelligence. Seven major markets

Average asking 
rents ($psf)
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Vancouver Edmonton Calgary

Southwestern Ontario Toronto Ottawa

Montréal Seven major markets

Canadian rental rates 
averaged $15.41 psf at the 
end of Q1 2026.

Average net asking rents 
range from a low of $12.48 
psf in Calgary to a high of 
$19.81 psf in Vancouver.
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Major market comparisons and trends

Source: Avison Young Market Intelligence. Seven major markets

Market
Quarter-over-
quarter (QoQ)

Past 
12 months

Past 
three years

Past 
five years

Vancouver -0.7% -4.0% -8.8% 43%

Edmonton -1.7% 5.9% 16% 26%

Calgary 0.2% -5% 3.5% 21%

Southwestern Ontario -2.0% -5.4% 11% 46%

Toronto -1.1% -6.0% -8.3% 56%

Ottawa -1.7% 11.7% 20% 55%

Montréal 0.3% -2.3% 2% 73%

Seven major markets -1.9% -5.6% -7.2% 40%

Asking rent growth – past five years

Net asking rents are trending 
modestly lower QoQ and YoY 
across most markets, with 
limited annual growth 
exceptions in Edmonton and 
Ottawa.

Despite near-term softness, 
five-year growth remains 
strong, with national rents 
still up roughly 40%.
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Select large industrial lease transactions

Major market comparisons and trends

Address 4449 Salish Sea Way 10235 184 Street 5800 79th Avenue SE 169 South Service Road 400 Anatolian Drive 2495 Lancaster Road
7101 Notre-Dame E. 

Street

Market / Submarket Delta, BC Edmonton, ON Calgary, AB Grimsby, ON Vaughan, ON Ottawa, ON Boisbriand, QC

Tenant Rexel Canada Electrical HI-Tech PepsiCo ATCO Shein Canadian Blood Services Agropur

Total size (sf) 133,000 43,500 244,000 122,400 535,100 21,000 123,700

Lease type Direct Direct Sublet Direct Direct Direct Direct

Transaction type New New New Renewal New New New

Property type(s) Multi-tenant Multi-tenant Multi-tenant Single-tenant Multi-tenant Multi-tenant Multi-tenant

Year built 2025 1998 2012 1985 2025 1976 2026

Clear Height (ft) 40' 28' 32’ 28' 40’ 24’ 40’

Landlord Beedie York Realty Indigo
Norstar Windows & 

Doors
Anatolia Richcraft Rosefellow

Source: Avison Young Market Intelligence and CoStar
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Resilient fundamentals amid near-term uncertainty

– Pace of new supply is 
moderating, absorption is 
positive

– Values and rental rates 
relatively stable

– Flight to quality and 
operational efficiency 
define demand

Fundamentals 

remain healthy

– Unpredictable tariff 
policies 

– USMCA negotiations in 
2026

– Geopolitics (energy)

Uncertainty continues to 

loom on the horizon

– New trading corridors, 
repatriation

– Local demand and 
investments

– Defence spending and 
Federal government 
procurement policies

Potentially compelling 

long-term opportunities

01 02 03

Key take aways
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For more market insights and 
information visit avisonyoung.ca

© 2026 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.

Marie-France Benoit

Principal, Director Market Intelligence, Canada

+1 541 392 5772

mf.benoit@avisonyoung.com

Warren D’Souza

Senior Manager and Industrial Lead, Market Intelligence

+1 905 283 2331

warren.dsouza@avisonyoung.com

https://www.avisonyoung.com/professionals/-/ayp/view/marie-france-benoit/in/montreal
https://www.avisonyoung.com/professionals/-/ayp/view/warren-d-souza/in/toronto-west
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