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Investment market trends

0l

Rate cuts spark trigger
investment activity

The cumulative 225-basis-point (bps) reduction in

the policy rate between June 2024 and March 2025
injected fresh momentum into the investment market
during the first half of the year. This renewed pace
carried into the second half, supported by additional
cuts in September (-25 bps) and October (-25 bps).

The Bank of Canada has since held its key rate

at 2.25%. These more favourable financing conditions,
compared with 2024, helped drive a 35% increase

in transaction volume in the Montréal market.

Most economists expect the Bank to maintain this rate
through 2026, with inflation currently contained.
However, uncertainty stemming from tariff-related
tensions and their impact on the Canadian economy
weakened industrial leasing demand throughout 2025,
which in turn dampened investor appetite for this asset
class, the only segment to record a decline in sales
volume in 2025.
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Montreal dominates Canada’s
multifamily market

Multifamily investment in Montréal reached a historic
high in 2025, surpassing $5.0 billion in sales and
accounting for half of all transaction activity. The city
also captured more than 40% of Canada’s national
multifamily investment volume. Montréal further
distinguished itself in 2025 through exceptionally
strong development momentum. According to the
Canada Mortgage and Housing Corporation (CMHQ),
housing starts in 2025 surged by 58% year-over-year,
a stark contrast to the declines recorded in Toronto
(-13%) and Vancouver (-10%) for the same period.

Housing starts are expected to remain elevated in
2026, and the significant increase in new supply will
likely push the apartment vacancy rate higher,
particularly as population growth moderates under
recent immigration policy changes.
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Investors re-engage with office
market

Demand in Montréal's office sector has been
strengthening over the past year. In 2025, net absorption
reached 512,000 square feet (sf), marking the first
positive annual result since 2019. As the return-to-office
trend becomes more firmly entrenched, availability is
gradually easing and sublease space continues to slowly
decline. These signals of renewed stability have reignited
investor interest in the sector. In 2024 and 2025, office
buildings represented only about 7% of total transaction
volume. As market conditions continue to improve, this
share is expected to move back toward pre-pandemic
norms, closer to 20%. Since 2020, investment activity has
largely focused on opportunistic acquisitions at unit
prices well below replacement cost. The purchase of
1200 McGill College by KingSett Capital in June 2025,
followed by the sale of Tour Deloitte to DekaBank in
January 2026, suggests institutional capital is gradually
returning to higher-quality assets.



Province of Québec economic snapshot
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Employment growth (000 and %)
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Following the contraction in GDP and the rise
in unemployment recorded in the second
quarter, Québec's economic performance
showed a modest improvement in the
second half of the year.

Job creation and falling unemployment
defied more pessimistic forecasts when
uncertainty surrounding the Trump
administration’s tariff policies reached

its peak earlier in the year.

Slower population growth in 2025, and

the further moderation expected in 2026,

is drawing increasing attention.

This demographic shift will influence housing
demand as well as consumer spending
patterns.

Construction investment remains elevated,
driven largely by the multifamily sector,
but activity could stagnate if demographic
momentum stays weak.



Greater Montréal investment market
indicators

National cap rate trends
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Average cap rate trends at the national level
have remained steady for the past year, as
has the yield on 10-year bonds. Economists
expect the yield on 10-year Government of
Canada bonds to remain stable over the next
year, hovering around 3.4%.

The real estate risk premium relative
to the 10-year bond yield has stayed within
the 240 to 260 bps range for the past year.
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GMA capitalization rate trends
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Return expectations in the office sector
reflect investors’ renewed interest
in this market.

With the exception of the multi-residential
segment, required yields remain significantly
higher than in 2019.



Greater Montreal 5 % year-over-year increase

Investment activity in GMA investment volumes

Total investment volume rose by 35% between 2024 and 2025. Multi-residential assets recorded a 105% surge

in volume, supported by flexible financing conditions, strong demand, and abundant supply. Industrial transactions, by
contrast, dropped by 31% from last year. Uncertainty surrounding U.S. tariff policies continues to cloud the short-term
outlook for this asset class. Land transactions are scarce and complex due to still-elevated construction costs,

a challenging regulatory environment, and the slowdown in industrial development activity. Demand for shopping
centres remains strong, with the market still facing a shortage of available product. The 48% year-over-year increase

in volume is largely attributable to the sale of the super-regional mall Les Promenades Saint-Bruno in October.
Improving demand for office space is reflected in a 22% rise in transaction volume this year. Across the country,
in-person work continues to gain ground.

Sales volumes YoY

Transaction by investor profile - GMA

Private Investors

57.00%
Industrial $1.7B $2.5B -31%
Institutional Investors
3.00% ICl land $800M $716M 12%
REITs / Public Multi-residential $5.0B $2.5B 105%
20.00%
Retail $1.9B $1.3B 48%
Other i
20.00% Office $699M $573M 22%
Total $10.1B $7.5B 35%
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Greater Montréal investment activity

Transaction by asset class
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Capital remains heavily allocated to
multi-residential assets, representing
48% of total sales volume for 2025.
Shopping centres ranked second,
representing 20% of total sales volume,
or $1.9B, including $565M for the sale
of the Les Promenades Saint-Bruno mall.
Office transactions made up just 7% of
all activity, but this share is expected to
rise in 2026. Industrial investment
declined, representing only 17% of
overall volume in 2025, compared with
33% in 2024, 25% in 2023, and 35% in
2022.



Industrial

Slower transaction volume for industrial assets

The industrial market cooled noticeably in 2025, both on
the leasing and investment fronts. Occupiers and
investors stepped back amid uncertainty driven by the
Trump administration’s unpredictable tariff policies.
Leasing demand did not keep pace with the abundant
supply of new projects, pushing vacancy up to 7.2% in Q4
2025. still, activity picked up late in the year as several
companies revived expansion and relocation projects
that had been paused earlier. Despite a negative
cumulative annual absorption of -1.1 million square feet
(msf), Q4 ended with a positive 1.5 msf of net demand.
The U.S. Supreme Court's decision to invalidate tariffs
imposed under the International Emergency Economic
Powers Act appears, at first glance, favourable for the
industrial sector heading into 2026.

Significant sale transactions

While investment activity fell 35% year-over-year,
totalling $1.6 billion, it still represented 17% of all
volume. Appetite for industrial assets remains, but
buyers have become more selective, prioritizing size,
quality, and income stability over speculation. These
tighter criteria are heightening competition for
well-located, stabilized properties.

According to Avison Young's report on investment trends
(Canadian cap rate and investments trends report), cap
rates for the Montreal industrial market ticked up
slightly, ranging from 6.5% for newer buildings to 6.75%
for more mature properties, an increase of 25 bps
compared to the first half of 2025.

7213 Cordner LaSalle
7050 St-Patrick/ 2370 de la Province  LaSalle/Longueuil
980-1000 de l'Industrie Street Saint-Jéréme

20600 Clark-Graham Ave Baie-d'Urfé

1999 des Sources Blvd

$27,500,000/ $145 Nexus REIT
$28,400,000/ $135 Tricentris
$25,750,000/ $184

Pierrefonds-Roxboro $23,200,000/ $232 BellaRx Inc.

$30,660,000/ $221 Brasswater SupremeX

Private individual
Les Entreprises Rolland
Pure Industrial

TransFab Property

Henryka/Gestion Jintoni
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Industrial investment volume
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https://www.avisonyoung.ca/canadian-cap-rate-and-investment-trends

Retail

Targeted acquisitions amid scarce supply

Investor interest in high-quality shopping centres

shows no sign of weakening. Sales volume in 2025 rose
48% compared with the previous year. Without Cadillac
Fairview's sale of its super-regional Les Promenades
Saint-Bruno to Primaris REIT, however, the increase
would have been only 4%. This acquisition aligns

with Primaris’ strategy to differentiate itself from other
Canadian REITs by focusing on dominance in the regional
mall market. Primaris had also acquired Les Galeries de la
Capitale in 2024 for $325 million. Earlier in 2025, Primaris
also bought Lime Ridge Mall in Hamilton for $416M, as
well as Oshawa Centre and 50% of Edmonton’s Southgate
Centre.

Significant sale transactions

St-Bruno-de-Montarville  $565,000,000/ $515 Primaris REIT

Promenades Saint-Bruno

South-shore/

it e St-Hyacinthe/ Shefford

Village Mont-Tremblant
Du Traversier Blvd Pincourt

2291-2311 Transcanadienne Place Dorval

$91,790,000/ $187 Galion

Mont-Tremblant $90,500,000 Brasswater

$52,500,000/ $373 Automotive Properties REIT

Beyond this rare super-regional transaction, capital
continues to flow toward high-quality, well-leased assets
that generate stable cash flows. Essential-needs retail
remains the preferred asset class due to its resilience
amid softening consumer spending and confidence. The
volume of retail transactions significantly understates
the true level of investor interest, as liquidity is ample for
deals of all sizes, but available product remains limited.

According to Avison Young's Q4 Canadian investments
trends report, average cap rate trends for shopping
centres range from 5.5% for street-front and single-
tenant buildings to 6.0% for neighbourhood strip malls
and 7.0% for enclosed community malls.

The CF Corporation
9060-4976 Québec inc.

LaSalle Investment

$70,480,000/ $395 Automotive Properties REIT  Groupe Autoforce

Immeubles 2291-2311
Place Transcanadienne
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Retail investment volume
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Office

Improving leasing activity draw renewed investor attention

Montréal's office market showed steady improvement
toward the end of 2025, supported by a return to
positive absorption and a modest decline in availability
rates. The leasing market recorded its first year of
cumulative growth since 2019, with net absorption
reaching 512,000 sf in 2025.

Strengthening market conditions are rekindling investor
interest in office assets. Sales volume in 2025 rose 22%
compared with 2024. Beyond opportunistic acquisitions
well below replacement cost that dominated investment
activity since 2020, the market is now seeing transactions
involving high-quality, well-leased assets, as illustrated by
KingSett's purchase of 7200 McGill College in June and
Optimum'’s acquisition of 2200 McGill College in July.

Significant sale transactions

DekaBank’s $279 million acquisition of Tour Deloitte in
January 2026 further reinforces this trend. The medical
office segment is also attracting attention, though
available product is scarce. That said, opportunistic

trades continued to dominate in the second half of 2025.

Les Cours Mont-Royal, the five-building complex at Place
du Commerce in Brossard, and 6750 de I'Esplanade were
all acquired by various private local investors at deeply
discounted prices hovering around $100 psf.

According to Avison Young's Canadian cap rate and
investments trends report, cap rates range from 7.25%
for Class A downtown assets to 9.0% for suburban class
B buildings. While cap rates are expected to compress
modestly in 2026, they are 150 to 200 bps higher than in
2019.

2200 McGill College Ave Downtown $35,200,000/ $278 Optimum Financial iA Groupe Financier
953-981 Saint-Jean Blvd Pointe-Claire $34,000,000/ $284 Réseau MaClinique Brunswick Health Group
3510-3540 Saint-Laurent Blvd Downtown East $33,000,000/ $184 Attitude Allied

950-970 Beaumont Ave Midtown North $32,500,000/ $334 Université de Montréal Montez Corporation
3575 Saint-Laurent Blvd Midtown North $30,000,000/ $163 YULiv / Armco Capital Allied
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Office investment volume
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Multi-residential

Doubling sales volume and abundant products

Multi-residential assets remain the preferred investment
product, representing half of all sales volume in 2025.
Total investment volume more than doubled between
2024 and 2025. In addition, Montréal's multi-residential
sales accounted for 43% of national volume.

Private investors dominated activity, making up 78%
of investment, followed by institutional capital at 17%.
Boardwalk REIT also made a notable return to the
Montréal market, completing the largest transaction of
the second half of the year: the acquisition of Central
Parc in Laval, a recent and stabilized complex. Another
recently built property changed hands as CAPREIT
pursued its strategy of modernizing its portfolio.

Significant sale transactions

The largest transactions of the second half involved
properties built within the last five years, except for
99-101 Place Charles-Le Moyne. Investor interest in newly
built assets may begin to wane, however, as vacancy in
this segment rises due to a record influx of new units
and affordability challenges for the average household.

According to Avison Young's latest Canadian cap rate and
investments trends report, cap rates for high-density
assets range from 4.25% downtown to 4.50% in the
suburbs. For low-density assets, the range is 4.50% to
4.75%. A modest upward shift is expected in 2026.

3405 le Carrefour Blvd Laval
3440 Saint-Elzéar West Blvd Laval
5885 Marc-Chagall Ave Cote-Saint-Luc
5150-5500 Macdonald portfolio = Montréal

99-101 Charles le Moyne Place Longueuil

$249,000,000/ $460,260 Boardwalk REIT

$137,000,000/ $479,000 Realstar Group

$98,500,000/ $225,181 Kejja

Saroukian Group

$178,000,000/ $408,250 CAPREIT RioCan

Trantor Realty

$128,000,000/ $128,000 Federal Real Estate FedCon

Hazelview Investments
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Multi-residential investment volume

Billions $ EQ1 mQ2 mQ3 mQ4
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ICI land

Less transactions on the island

Land transactions for commercial and industrial
development recorded a 12% increase in 2025 compared
with the previous year, despite the challenges facing
developers. Carrying costs remain high, driven in part by
delays caused by occupiers’ hesitation amid uncertainty,
as well as the complexity of obtaining construction
permits.

Most transaction activity has shifted toward the
periphery. Of the roughly 130 land transactions
completed in 2025, only 32 occurred on the Island of
Montréal. Laval and the North Shore accounted for 24%
and 19% of transactions respectively, while the South
Shore and Montérégie region together represented 32%.

Significant sale transactions

That said, the largest sale of the second half of the year
involved a development site located on the Island of
Montréal, in LaSalle. Facing liquidity issues, developer
Brivia sold the Centre Carnaval site to Groupe Laberge, a
Québec City-based developer, which plans a 2.3 msf
project with 2,150 housing units. The complex will be
managed by Kevlar.

The second-largest transaction of the semester also took
place in a restructuring context, as Groupe Montoni
acquired a Guzzo-owned site in Laval, later reselling it to
Costco. The retail giant is expected to develop a second
warehouse-format store in Laval on the site.

Centre Carnaval, Newman Blvd  LaSalle $60,000,000/ $101 Kevlar Brivia

Saint-Martin West Blvd Laval $22,800,000/ $24 Costco Montoni

De la Croisée Ave Terrebonne $16,640,000/ $66 Ville de Terrebonne Fonds de Solidarité FTQ
Léon-Malouin Street Coteau du lac $13,965,860/ $24.5 MRC de Vaudreuil Soulanges Broccolini

350 Liberté Ave Candiac $9,800,000/ $105 Rosefellow Ville de Candiac
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ICl land investment volume
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