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Disclaimer AltusGroup

This presentation, or any part thereof, may not be reproduced or transmitted in any form by any means,
without the express written permission of Altus Group in each instance. The material in this documenthas
been prepared by Altus Group based on data and experience.

The informationis believed to be accurate at the time of its preparation; however, no responsibility can be

taken for errors or omissions. Any advice contained herein is of general nature and should not be relied
upon unless confirmed with Altus Group.

Altus Group makes no representation about the accuracy, completeness or suitability of the material
represented herein for the particular purpose of any reader.

Please contact datasolutionsinfo@altusgroup.com with any questions.
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JOIN US ON TWITTER: @AltusData

Follow today’s event on Twitter
#AltusToronto
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Proud sponsor of the
Altus Group Toronto
State of the Market

Annual Client Event.
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Power Your Home with Rogers Ignite.

@ Unlimited Usage
available

One system. One search.

Get effortless access to Netflix,?

YouTube, live TV, Rogers On
Demand and more.

() Ignite Internetw

©

©

Download speeds
up to 1 Gigabit per second'

;] Ignite TVm

Say it. Play it.
With the voice remote,

there’s never been an easier

way to watch.

Reliable Wi-Fi you can count on
for smooth streaming and more.

Any screen, any place.

Watch anywhere, on the Ignite
TV app, with Download & Go?*
and Cloud PVR.

ore ways for your family to connect.

‘.

€ \
\

iGNire TV

G-I & @ wea

AR -

Contact your Rogers representative to order now:

Exclusive offers not available online, in-store or through the call centre.

& 1-866-902-9534

QO ROGERS.

Make more possible



SHARING YOUR VISION.
BUILDING SUCCESS.

PCL’s Smart Building Solutions combine partnerships with industry leaders toprovide solutions that leverage the latest advances
in connectivity, cloud computing, Internet of Things (1oT), mobility, Al, and analytics to drive value to our clients through
improved operational efficiency, optimized resource management, enhanced space utilization and occupant productivity.

Smart Construction | Smart Buildings | Smart Cities

TOGETHER WE BUILD SUCCESS

Watch us build at PCL.com
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Global Growth: Slowing Ahead

5yrs before
recession, 2015A 2016A 2017A 2018F 2019F 2020F

avg
World* 4.8 3.5 3.2 3.7 34 3.2 2.9
us 2.9 29 1.6 22 29 2.2 1.4
Canada 2.6 1.0 1.4 3.0 2.1 1.8 1.3
Euroland 2.2 20 19 25 1.9 1.4 1.2
UK 3.3 23 1.8 1.7 1.3 1.1 1.3
Japan 1.8 1.4 1.0 1.7 1.1 0.9 0.9
China 11.6 69 6.7 6.9 6.5 6.2 6.0

*at Purchasing Power Parity

Source: Nationalstatistical agencies, IMF, CIBC



Global Indicators: Not THAT Bad...

Global Trade Volume Growth (%) Global Industrial Production Volume Growth
6.0 - 5.0 4 (%)
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Brexit Uncertainty Held Back UK

Theresa DisMAY

Source: ONS, CIBC
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Should We Fear Yield Inversion?

US 10-2Yr Bond Yield Spread (%-Pts)
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Household’s Finance Obligations Still Down Due to

Unresponsive Bond Markets

12 - 185 Changein 30-Year Rate for 100 bp change in Fed
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Soft Oil Prices: Not Just a Win for US Growth

Year/Year Change (%)
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Business Investment Intension (L),

Signaling a Slowdown is Imminent (R

Small Business Capital Expenditure Plans Non-Res. Business Fixed Investment (Q/Q% Ann.,
Index Level 4Qma)
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Lagged Rate Hike Impacts: Autos and Housing

Retail Auto Sales/Inventory Ratio Index 3mma SAAR000s 3mma
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A $1.2 Trillion Budget Hole (L),

Fiscal Policy to Subtract from Growth by 2020

Federal Budget Balance, STr.

0.2 - Fiscal Stimulus/Drag,
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The Feds Track Record: 3 for 5

10 1 (%) * ——Fed Funds Rate m
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Rest of Asia Hints at Sharper China Slowdown (L),

China Has Room for Fiscal Stimulus as Plan B (R

GDP Growth (% Yr/Yr) Government Debt as %
120 - GDP
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Wages Should Be Accelerating in Theory, But....

Highest Correlation Between Unemployment Rate and Wage Growth From
Productivity Accounts
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Share in Employment
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More Working Less

Job Growth : 2009-2017

1 1 1 1 J Avg HOUFS
Worked
34.9
Avg Age 25-54
32.2
Avg Age 55+
0.0 1.0 2.0 3.0 4.0

Annual Average (%)

Source: Statistics Canada, CIBC



Canada Needs Investment More Than The US (L)

But Corporate Tax Advantage Has Vanished (R

Manufacturing Capacity Use (%) Marginal Effective Tax Rate
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New Millennium Has Seen Listless Trend in Canadian

Exports
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Source: CPB, Haver Analytics, CIBC



Rate Hike Cycle Not Particularly Gradual

Relative to Recent Past
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Riing ore HeviWeiged Slie of Canadian GDP

Residential Mortgage Growth (YoY, %)
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Single-Family Home GTA

Price Price Gap : New* vs Existing
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* Average asking price of available new home inventory at end of period with outliers removed

Source: Altus Group (new homes) and TREB (existing homes) data



Condominiums GTA

$900 - Price Price Gap : New* vs Existing
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Source: Altus Group (new homes) and TREB (existing homes) data
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At a glance: 2018 market trends



2018 Performance Dashboard =

AltusGroup
Investment
New condo transaction $ Investment

New single-family apartment sales volumes, improved transaction $ Office space Industrial space

home sales (units) (units) properties volumes, land  absorption (sq. ft.) absorption (sq. ft.)
100% -

3,800 21,300 $12.6B $8.5B 3.9M 10.8M

75% -
50%
25% - 18%

0% .

—- -1% i
-22%

-38%

-25% -

-50% -

-50%

-75% -

-100% -
B % change 2018

Source: Altus Group
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2018 Investment Property Sales Performance by Sector <A

AltusGroup
Residential Land ICI Land Office Retail Industrial Apartment Hotel
100% -
74%
75% -
50% -
$5.8B $2.7B %$4.0B $2.5B $3.4B $0.1B
= 11%
5%
| N
0%
N 1%

-25% - -13%
R -31%
-75% -
-100% - -89%

m % change 2018

Source: Altus Group
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2018 Land Sales Performance by Intended Use <A

AltusGroup
Residential: Low Residential: Medium Residential: High  Residential: Lots, Long-
Density Density Density Term & Other ICI: Total
50%
$1.3B $1.1B $2.5B $0.9B $2.7B
25%
11%

0% I

N N

-25% - -20% -18%

-36%

-50% -
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-75% -
m % change 2018

Source: Altus Group
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2018 Performance 416 vs. 905

AltusGroup
Investment
New condo transaction $ Investment
New single-family apartment sales volumes, improved  transaction $ Office space Industrial space
home sales (units) (units) properties volumes, land  absorption (sq. ft.) absorption (sq. ft.)

100% -

75% -

50% - 38%

25% -

29 5% 5%
0% B I
-4%
-25% -
o/ | - o) _ 0,

-50% 36% _43% 36%

-75% -
-100% -

m416 m 905
* Went from a modest
Source: Altus Group Pie charts = share of 2018 activity level  Bar chart = % change 2018 negative to a modest positive

altusgroup.com



GTA Drop in New Condo Sales Matched Only by Edmonton on

AltusGroup
New Condominium Apartment Sales
Kitchener- Greater

Vancouver Edmonton Calgary Waterloo Hamilton  Toronto Area  Montreal
100% -
75% - 69%
50% -

31%

25% - 19%

m

1%
"25% 19%
-50% - -48% -44%
-75% -

m % change 2017 ® % change 2018 (YTD QQ3)

Source: Altus Group
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[Land Sales Down Across the GGH =

AltusGroup
Greater
Kitchener- Toronto
Vancouver Edmonton  Calgary Waterloo  Hamilton Area Ottawa Montreal
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75% 56%
50% -
25% - 17%
- 2%
0% Jf
-25% - -8% -12% 039
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Source: Altus Group
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Mixed Performance Across the Country for Non-Land
Investments Property Sales

Greater
Kitchener- Toronto
Vancouver Edmonton  Calgary Waterloo  Hamilton Area

150%
125% -
100% -
75% -

Ottawa

0,
£0% - 47%
0% -
-25% - -12% "%
50% -31%

-75% -
B % change 2017 B % change 2018 (YTD Q3)

Source: Altus Group

-32%
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Montreal

13%

altusgroup.com
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GTA Not the Only Office Market Where Vacancy AltusGroup

Rates Are Declining

Vancouver Edmonton Calgary  Winnipeg Toronto Ottawa Montreal Halifax National
25.0% -

20.0% -
15.0% -
10.0% -

50% -

0.0% -

m2017 Q4 m 2018 Q4

Source: Altus Group
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Industrial Vacancy Rates Tightest in GTA o

AltusGroup
Vancouver Edmonton Calgary Toronto Ottawa Montreal National
8.0% -
6.0% -
4.0% -
2.0% -

m 2017 Q4 m 2018 Q4

Source: Altus Group
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Lessons learned: Market snapshots



Sector Snapshots: New Homes

MARKET CHALLENGES

Government regulations and interest
rates impacted demand

Development charges and rising costs
are impacting project viability

Housing affordability make ownership
challenging for first time home buyers

Long approval timelines make it
challenging to bring new projects to
market

P
AltusGroup

MARKET OPPORTUNITIES

Removal of rent controls on new
construction may help spur investor
demand

Slower price growth may allow
consumers to catch up to prices

Available inventory remains at historic
lows

Stronger sales during the back half of
2018 signaled that market demand
remains

altusgroup.com
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Sales Exceeded Supply in 2017- Declining Inventory <
Impacted Sales Through 2018 AltusGroup

14,000
12,000 w Sales ® New Openings
10,000
8,000
6,000
4,000

2,000

0
Qtrl Qtr2 Qtr3 Qtr4 Qtr1l Qtr2 Qtr3 Qtr4

2017 PAONRS

Source: Altus Group

)

altusgroup.com



Market Snapshots: GTA <A

AltusGroup

EMPIRE PHOENIX

Toronto

High rise condo apartment

Over 70% sold in 4 months

$760/ sq. ft.

Close to GO Train and Lake Shore Blvd.

WAY URBAN TOWNS

Mississauga
Stacked townhouse
90% sold since Q2
$525/ sq. ft.

Functional plans at an affordable price

46
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Sector Snapshots: Commercial Transactions

MARKET CHALLENGES

High prices and aggressive valuations
have made assets out of investors
reach

Approvals and policy changes have
made it challenging for redevelopment
or intensification strategies

There is a lot of capital looking for core
assets

The growth in new office construction
will impact office vacancies in the
medium term

i
AltusGroup

MARKET OPPORTUNITIES

« Strong economic activity continues to
drive demand for retail, office, and
industrial properties

« Apartment buildings remain a highly
desirable asset, supported by rent
growth and a tight housing supply

» Logistics and distribution continues
drive demand for warehouse

« The GTA remains a stable market to
invest

altusgroup.com
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Improved Asset Sales Were Stable Year over Year, Land Less So

Office

2018

2017

Retail

2018

2017

2018

2017
2018

2017

Apartment | Industrial

Hotel

2018

® Res. Land

» |Cl Land

B Res. Lots User BuiLder
9% 3%

Public Investor -
Canadian
6%

Foreign
8%

Institution
9%

$0.0

Source: Altus Group
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$10.0

$15.0
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Government
1%
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Sector Snapshots: Commercial Transactions AltusGroup

W LerentolLity Hallj
¥ 4

BAY ADELAIDE CENTRE

Toronto
$850M for 50% Interest
Approx. $767/sq.ft.at a 4.5% cap rate

Highest $/sq.ft. recorded for
Downtown Office

DIXIE OUTLET MALL

Mississauga

$180.9M for 420,000 sq.ft.
shopping mall

Approx. $431/sq.ft. at 4.5% cap rate

Part of Cominar - Slate Portfolio

altusgroup.com
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Sector Snapshots: Commercial Transactions AltusGroup

AMERICAN
BUSINESS PARK

Mississauga
$90.6M for 552,675 sq.ft. of Flex Ind.
Approx. $164/sq.ftat 4.9% Cap

Close to the 427 and 409 Highways
and Pearson Airport

PARKVUE APARTMENTS

Scarborough
$155.4M for 570 Unit Apartment
Acquired with another site in London

Approx. $272K/ door

50
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Sector Snapshots: Land Transactions

Slowing single-family housing demand
impacted demand for low density land

Rising construction costs and slower
housing price growth will impact land
prices

Slow approvals, uncertainty post-
OMB, elections and policy changes all
made land investment less certain

Uncertainty over market direction
slowed demand to invest new land
positions

i
AltusGroup

MARKET OPPORTUNITIES

Growth in purpose built rental
development will require high density land

Stronger housing markets in late 2018

may signal improving conditions to invest
in land in 2019

Expanding transit network could improve
access to employment regions and open
up more areas for development

Housing demand forecast to remain
robust given population growth, despite
affordability challenges

altusgroup.com
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Residential Land Transactions Down in 2018, Most Significant O

Decline Low and Medium Density Land AltusGroup
$4.5 $9.0 - 900
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Source: Altus Group
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Sector Snapshots: Land Transactions A“f(;mup

DOWNSVIEW AIRPORT

Toronto
365 AC site sold for redevelopment
$825M works out to $2.26M / acre

Bombardier will continue to operate as
airport for 5 years; comprehensive -
m I Xe d = u S e re d e Ve I O p m e nt Souross i, HERE, Garmin, FAD.NGRIPTSGS, & OpenStreetMap contibiutors, and the GIS-4Jser Community

5800 YONGE STREET P e
Toronto ; AP oY

$122.2Mfor 8.1 AC site

Represents largest urban development
sitein 2018

Approx. $96/sq.ft. buildable
Over 1.2M sq.ft. of new development

altusgroup.com
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Sector Snapshots: Office Leasing AltusGroup

MARKET CHALLENGES MARKET OPPORTUNITIES

While vacancy is at record lows, 10M+
sq.ft. of new supply is forecast to be
delivered in next 5 years

Rising rents are pushing some tenants
to look to suburban markets

The fight for talent is creating demand
for more building amenities, service - at
a cost

Similar to residential construction,
rising costs will impact improvements
and new development

Lack of new supply and strong demand
pushed vacancy to lowest level since
2000 in the Downtown

Tight downtown markets have pushed
tenants into suburban markets (except
Midtown)

Proptech and automation will help
address the labour shortage and fight for
talent

Continued strength in the GTA
economy anticipated to keep demand
strong through 2020

altusgroup.com
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Downtown Demand Spilling into Other Regions of the GTA AltusGroup

Downtown

Midtown

East

North

West

Source: Altus Group

DO |

Midtown

East

North .

West l

VACANCY RATE (%)

m Q4 2017 m Q4 2018

15% 0 y) 4 6 8 10 )

NEW SUPPLY (MILLIONS OF SQ. FT.)

® Completed in 2018 mU/C, Q4 2018

altusgroup.com



Sector Snapshots: New Office Buildings A“f@oup

CIBC SQUARE

Toronto

2 buildings with 2.9M sq.ft.

Strong pre-leasing with
approx. 80% leased

A unique elevated park will
connect towers over rail tracks

THE WELL

Toronto

One of the largest mixed-use
projects in Canada

Represents largest urban development
sitein 2018

910,00 sq.ft. in the office tower
Over 70% pre-leased

5
-
-
-
-
]
o
a

altusgroup.com
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Sector Snapshots: Industrial Leasing Altus Group

MARKET CHALLENGES MARKET OPPORTUNITIES

Demand from residential developers for
redevelopment lands reducing supply in
established areas

Tenant demand for modern industrial space
(clear heights, power etc) has reduced
availability to almost nothing

Lack of industrial spaces in Toronto are
encouraging tenants to look further away

Costs to build higher intensity industrial to

offset land price growth are prohibitive, yet...

Office market rents and low vacancies
creating demand for flex industrial

Logistics/distribution demand to continue
for foreseeable future

Low vacancy rate creating opportunities
for more innovative development

Racking technology is improving to make
existing spaces more efficient

Cannabis production will continue to
create demand for new industrial spaces

altusgroup.com
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Lower Land Prices are Offset by Higher Transportation o

and Operational Costs Altus Group
$2,500,000
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2019 outlook: Overview of key factors



MACROECONOMIC | Slower Growth Ahead But Continued Benetfits
from Past Job Gains

3.5%

3.0%

2.5%

2.0%

1.5%

1.0%

0.5%

0.0%

Real GDP

3.1%

Total population Total employment

2.3%

2.0% 20%

1.9%

B % change 2017 ® % change 2018 m % change 2019f

Source: Altus Group, Economic Consulting based on Conference Board of Canada and StatCan data
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Office-type employment

2.9%

altusgroup.com
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NEW HOMES | Intentions to Buy Properties Are Up <3

AltusGroup
% OF RESPONDENTS SAYING YES % OF RESPONDENTS
25% - 25% - AGREEING COMPLETELY
21% 21% OR SOMEWHAT
20% - 20% -
15%
15% - 15%
10% - 10%
5% - 5%
0% - 0%
Plan to buy a principal Plan to buy a principal Plan to buy a vacation Plan to buy a rental
residence within the next residence within the next property/2nd home within investment property within
year: Current Homeowners  year: Current Renters next 2 years next 2 years
m Late 2017 ®Late 2018 Wlate 2017 mlate 2018

Source: Altus Group, The FIRM Survey
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NEW HOMES | Condo Price Advantage Dwindling
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GTA New Home Benchmark Prices*

mm Dollar gap
—New Condominium Apartment
—New Single-family
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Source: Altus Group, GTA Condominium Apartment Monitor

* Average asking price of available new home inventory at end of period with outliers removed
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NEW HOMES | How Long Can We Expect the New Condo AR

Sales Downturn to Last?
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NEW HOMES | The Elephant in the Room A

Current Status of Condominium Apartment

Projects by Year Opened, GTA
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RENTAL APARTMENT | More Competition Coming from L
Condo Rentals AltusGroup

GTA new condominium apartment deliveries, actual and potential

(potential based on planned occupancy dates)
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Source: Altus Group and CMHC * Overall vacancy rate for rented condo and purpose-built apartments
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INVESTMENT TRANSACTIONS | Investors Still Bullish on A

AltusGroup
‘Toronto

6 ® Momentum Ratio (Buy %/Sell%)

_3 _
> Q D N O ) . 2 > L@ 2 N @ O e N
o K XN & S N Y W\ x§ g xS > C & C >
-'z\\? go be’o "b\“\ o\:b b\f} . O‘& g}\f} RE (o) (_,e’{\ \é\ . O‘{\ \? O‘{& )
& @ > o © & > & Q ) N ¥R &
& F & $ B AN PG
X, o) (2] o )
D \e\){\\ -\ef\q. o :\Q’& O'bc’cp & odb ¢ @\\Q- {\c’\,b R 2 Qo’b 6006\
W& AN S . s A R N
SRS Q = & <5 & S X
<<00 ’b(\ o\‘\ﬂ\ 00 c,)Ql co\} <(,(\
Q Q
N
O

W
) Source: Altus Group, Investment Trends Survey

66

altusgroup.com



INVESTMENT TRANSACTIONS | Industrial Cap Rates e
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Buck the Trends
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OFFICE MARKET | More Oftfice Supply on the Way to Ease
Downtown Market

Downtown New Office Space Completed, Actual and Potential, sq. ft.

(Potential based on planned occupancy dates)
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INDUSTRIAL MARKET | How Low Can the Vacancy Rate Go?
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New industrial space completed and under construction, sq. ft.
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TORONTO STATE OF THE MARKET 2019

2019 outlook: Trend prediction



2019 Predictions e
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Today’s Presentation

& Flash Report

All attendees will receive
an email later today with
instructions on how to
download today’s
presentationslides and a
copy of the GTA Flash
Report 2019




ALTUS GROUP
CRE INNOVATION REPORT

The Innovation Opportunity
iIn Commercial Real Estate:

A Shift in PropTech Adoption
and Investment

DOWNLOAD YOUR COPY TODAY:
altusgroup.com/cre-innovation-report-2019
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