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NEW LISTING

INFILL RE-DEVELOPMENT OPPORTUNITY
3132 EGLINTON AVENUE EAST, TORONTO

A 5.35 acre site located in the east end of Toronto
zoned for as many as 425 residential units. Potential for
commercial development and potential for low rise
development. Please refrain from entering the site
during regular business hours.

Un-Priced Proposal Call. Offers are due at:
12:00p.m. Thursday October 15" 2009

Click to read more “Gu

OUR LISTINGS SOLD

1375 MIDLAND AVENUE 3122 EGLINTON AVENUE EAST

~ @e: $1,850,000

S - 52 acres at $1,217,100/A
Rate 6.28% ' e 18,334 SF at $100.91/SF
e Closed: August 28, 2009

{ o Closed: September 1, 2009

OTHER RECENT GTA OFFICE SALES 2355 SKYMARK AVENUE — Mississauga — A

31,500 SF office building located north of Eglinton
401 THE WEST MALL - Etobicoke — A 411,285 SF' Avenue West. Closed July 31st, 2009 for $4,650,000
office building located just west of highway 427. Closed or $148 PSF.

September 1st, 2009 for $ 82,250,000 or $172 PSF. o

2085 HURONTARIO STREET — Mississauga —
720 BAY STREET - Toronto — A 218,000 SF office  8.65% Cap Rate — A 98254 SF office building
building located at Bay Street and Gerrard Street West. A Jocated south of the Queensway. Closed June 29t
50% interest closed September 1+, 2009 for $25,400,000 or 2009 for $15,300,000 or $156 PSF.

the equivalent of $50,800,000 or $233 PSF for 100%

interest. 415 YONGE STREET - Toronto — 7.9% Cap Rate
— An 188,000 SF office building located at south of

110 YONGE STREET - Toronto — 8% Cap Rate — A College Street, north of Gerrard Street. Closed June

149,821 SF oftfice building located just south of Adelaide 18t 2009 for $32,100,000 or $171 PSF.

Street. A 50% interest closed July 31s, 2009 for

$21,750,000 or the equivalent of $43,500,000 or $200 PSP 21 RANDOLPH AVENUE - Mississauga — A
for 100% interest. 56,600 SF office building located north of Bloor S.W.

Closed June 15%, 2009 for $5,765,000 or $102 PSF

Source: Marshnet.co

INDUSTRY COMMENTARY: SMITH FACTS
- FINDING AND BOUNCING OFF THE BOTTOM

What does the past teach us about the future of
downtown Toronto’s leasing office market?

Click to read more @I

LIFE LESSONS at P.G. GAGNE COMMERCIAL REAL ESTATE CORP
Lesson #40

“Life is short, break the rules, forgive quickly, kiss slowly, love truly, laugh uncontrollably,
dance like no one is watching and never regret anything that made you smile.”  ~_Anonymons
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Smith Facts o

Finding and Bouncing Off the Bottom

What Does the Past Teach Us About the Future of Downtown Toronto's Office Market?

Many commercial office space users in Toronto question the current state of the leasing market due to the constant barrage
of negative news coming out of the United States. While the market in Toronto has certainly been negatively affected by the
angoing economic downtum, we are not headed back to the market of the early 1990s.

In 1992, Toronto's office leasing market bottomed out and the resulting glut of available space meant that tenants were able
to lease space on very attractive terms. Lease terms for deals in the

premium office towers included rental rates in the range of $20.00 to SUBLET AVAILABLE BAROMETER

$3000 (net) with the equivalent of 2 to 2-1/2 years of tenant March 31, 2009 Current
inducements. Greater Toronto 2.0% 2.2%
At the same time, tenants considering a move into one of five new | Downtown |.5% 2.0%
office towers, were often offered free leasehold improvements, free | Midtown |.5% 1.6%
rent and in some cases, the new landlord would take over the | East 2.4% 25%
tenant's existing lease obligation. The landlord would then offer their | North 6% 2.5%
new tenants former space as a sublet, putting further dowrnward West 7 4% 2.3%

pressure on rental rates,

Looking at mare recent history, rental rates in the prime office towers in Toronto peaked at $46.00 (net) in the surmmer of
2008, with no allowances or incentives for tenants. Since that time, rental rates have fallen to approximately $41.00 (net). Most
industry analysts forecast rental rates will continue to fall until mid 2010 to mid 201 |, and bottom out at levels lower than
today but much higher than the rock bottom, superinduced rates of 1992,

This view is supported by several key comparisens. In 1992 the rate of unemployment, CPl and prime rate were all higher
than they are today. Also, at that time, the supply of new office space and the overall vacancy rate in the Toronto office market
were significantly higher than at present. And, in 1992, entrepreneurial landlords and developers, supported by huge bank
loans, were the owners of the major towers and cash flow from the office towers was used to make interest payments and
meet payroll. Today, the cwnership of the major office towers is dominated by large pension funds with a requirement to place
capital and a focus on the long-term returns.

Currently in Toronto, the majority of the space in the new office buildings about to come onto the market has been leased
to very large tenants, and many of the remaining large tenants have renewed their leases on existing space. The result of this
is that there are now only a few large office tenants in downtown Toronto who have leases expiring in the next 3 years that
have not already committed to move to new buildings or to staying in their current buildings.

Because of this, the large blocks of space that will become available as tenants move into the new
buildings later this year and in 2010, will need to be filed by smaller tenants from other buildings. To
induce tenants to move from one building to another, landlords will need to offer attractive
rents and improvernent allowances.

The ultimate effect of this will be that the cycle will be less extreme than in 1992 and
will bottom out at rental rates well above those offered in 1992, However, fewer deals
will be done and rates will be lower compared to today’s rates. The lower deal volume
will mean landlords will bid more actively to secure the scarce tenants in the market. Due
to the smaller supply, the space will fill up quicker than in 1992 and retum to a more
nermal envircnment as the vacancy rate falls and the economy begins its recovery.

Smith Company is a full service commercial real estate brokerage firm specializing in tenant and
landlord representation in the Greater Toronto Area. For further information, contact us at:

Smith Company Real Estate Services Inc. | Brokerage
401 Bay Street, PO, Box 59, Suite 2704, Toronto, Ontario M5H 2Y4 | T.416.366.7000 | F.416.366.9800
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www.smithcompany.ca | info@smithcompany.ca
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