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City real estate continues to evolve
Observers say Winnipeg’s market already entering new phase

T
HE dynamics of commercial and 
industrial real estate markets 
in a city like Winnipeg do not 

change overnight.
For the longest time — think back 

to the mid-’90s when the Jets 1.0 left 
town — it would have been accurate to 
describe the commercial real estate 
market in the city as boring and stag-
nant.

There was next to no new building 
construction, and the aged building 
stock that the city is famous for was 
not so much seen as an opportunity to 
create a heritage feel as it was an op-
portunity to attract tenants with cheap 
rent. 

According to some industry experts 

speaking at the annual State of the In-
dustry Luncheon organized by BOMA 
(Building Owners and Managers Asso-
ciation) Manitoba, those days are over.

Granted, the well-attended event was 
wall-to-wall industry professionals who 
want nothing more than to see prop-
erty values go up, lease rates go up and 
new buildings built.

But there was a matter-of-factness 
surrounding the observations that the 
dynamic has changed. And that was 
despite the fact that Rennie Zegalski 
of Capital Commercial Real Estate 
Services noted retail vacancies in 
Winnipeg are at six per cent (com-
pared to a national average of less than 
three per cent), while Don White of 
Private Pension Partners and Colliers 
International said the downtown office 
vacancy rate is around 13 per cent (it’s 
less than five per cent in downtown To-
ronto) and that vacancies will probably 
go up next year.

Many believe the change is already 
taking place.

Zegalski pointed out the number of 
vacant streetside retail properties that 

dot the downtown. He believes those 
kinds of properties will very quickly 
be in great demand.

“There are prominent vacancies on 
major corners downtown. It is unfortu-
nate,” he said. “But it is just part of the 
cycle. Moving forward, those are going 
to be some of the best opportunities as 
our downtown densifies (with resi-
dential tenants moving into buildings 
like the True North Square tower and 
the 40-storey Artis REIT apartment 
building under construction). That is 
the future.”

Zegalski is a professional optimist, 
but he said, “A year from now, I believe 
there will be a lot less of those vacan-
cies.”

It’s not as if building cranes are ev-
erywhere, but it’s not nearly as hard to 
find them as it used to be. White, who 
has been in the commercial and indus-
trial market in Winnipeg for 25 years, 
said the breadth of new product that 
has hit the market across the board — 
retail, office (downtown and suburban) 
and industrial — has changed the 
market more dramatically than at any 

other time in his career.
“Ten years ago, we all longed to be 

a bigger, better city,” he said. “That 
required new building and good people 
starting investing in the suburbs and 
downtown... It’s a real testament to the 
believers in this city... the Artis REITs 
and the True Norths of the world. 
People who believed in the city making 
major investments. Now, for the first 
time ever, we have a lot of new real 
estate in every asset class.”

Among other things, White says that 
means landlords of buildings that need 
upgrading will be in trouble if they 
start the new year without any plans to 
do so. It also means that when tenants 
leave a building for something bigger 
and better, the landlords who lose those 
tenants should see it as an opportunity 
to improve their property, which may 
even mean they will be able to raise 
rents.

It means people like Bryce Alston of 
Alston Properties Ltd. can buy a 14-sto-
rey building at Main Street and Ban-
natyne (433 Main St.) that has strug-
gled with vacancies for many years 

(and now sits at 30 per cent empty) for 
the low, low price of $65 per square 
foot. Next year, he’ll start convert-
ing the top nine floors into residential 
units. The project will likely alter the 
dynamics of another downtown block 
that has been boring and stagnant for 
many years.

“Next year, three major tenants 
are leaving and it will be 70 per cent 
vacant,” he said. “That created an 
opportunity for us. We will be making 
significant upgrades to the building 
system and the building envelope. We’ll 
be adding some flair to the building. It 
is a seemingly tired looking building 
that does need to be repositioned.”

Transforming a drab mid-’70s box of 
an office building into another vehicle 
will continue the transformation of the 
city’s downtown, creating more down-
town residents, more demand for those 
vacant street-front retail properties 
and maybe even inspire other neigh-
bouring landlords to upgrade their 
buildings.
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Moderator Chase Allen (left) leads a commercial real estate panel at the Building Owners and Managers Association State of the Industry Luncheon at the RBC Convention Centre on Wednesday. Also taking part are Rennie Zegalski, principal of Cap-
ital Commercial Real Estate Services; Franca Cerqueti, VP and managing director, CMLS Financial; Bryce Alston, director, Alston Properties Ltd.; and Don White, CEO of Private Pension Partners and executive vice-president at Colliers International.
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Telcos ask government to overrule CRTC on wholesale rates

TORONTO — Canada’s largest tele-
communications companies formally 
asked the federal cabinet on Wednes-
day to overturn a regulatory decision 
that slashes what they can charge their 
smaller competitors for access to their 
high-speed fibre networks.

BCE Inc.’s Bell Canada and a group 
of other carriers want the government 
to restore interim wholesale rates and 
order a further review by the Canadian 
Radio-television and Telecommunica-
tions Commission.

They also want the government to 
overrule the CRTC’s decision to make 
the new, lower wholesale rates retro-
active to 2016 — a decision that would 
force them to repay hundreds of mil-
lions of dollars collected from whole-
sale customers.

Those wholesale customers  — la-
belled “resellers” by their detractors 
and “independent” service providers by 

their supporters  — include TekSavvy, 
Distributel and VMedia, among others.

The mid-sized and small internet 
service providers — which collectively 
serve about one million Canadian house-
holds — argue the lower wholesale rates 
are fair and will help reduce what retail 
customers pay for their internet.

After years of review, the CRTC set 
final wholesale rates in August that are 
up to 43 per cent lower than the interim 
rates for monthly capacity, and up to 
77 per cent lower for access rates.

The big carriers countered that the 
CRTC’s process was flawed and its deci-
sion on wholesale rates will undermine 
confidence required to risk billions of 
dollars to build high-quality networks.

Bell, which has already threatened to 
reduce its spending on expanded rural 
coverage because of the CRTC’s deci-
sion, says in its petition that the rate 
reductions raise investor concerns to a 
new level at a critical time for the in-
dustry.

“In summary, carriers, industry 
commentators and the investment com-
munity agree that the (Aug. 15) order 
threatens much-needed investments in 
broadband infrastructure, with nega-
tive consequences for rural and more 
remote communities, for the timely and 
widespread deployment of 5G infra-
structure and for the transformation to 
a greener economy.”

A separate but similar petition filed 
later Wednesday by Rogers, Shaw, 
Vidéotron, Cogeco and the owner of 
Eastlink states, “The promotion of ac-
cess to high-speed broadband services 
by all Canadians, the future of Canada’s 
wireline network infrastructure and 
Canada’s place at the leading edge of 
the digital economy depend on achiev-
ing a more appropriate and effective 
regulatory regime that takes into ac-
count the need to foster all forms of 
competition as well as the importance 
of incentivizing investment.”

The big carriers’ latest tactic  — an 

approach to the prime minister and his 
cabinet through a petition to the “gover-
nor in council” — follows a hard-fought 
election that reduced the Liberals to a 
minority government.

Although the Liberals campaigned on 
their record of working towards more 
affordable prices for telecommunica-
tions services  — including wireless 
as well as internet  — Trudeau’s new 
cabinet will have to get support from 
at least one of the opposition parties to 
push through its future agenda.

The Prime Minister’s Office was not 
immediately available for comment 
Wednesday on the petitions.

A spokesman for a group represent-
ing independent ISPs said in a state-
ment that the large telecom companies 
are attempting “to slow the progress 
the CRTC has made for Canadians in 
terms of choice and lower prices.”

Matt Stein, who is chairman of the 
Canadian Network Operators Consor-
tium and CEO of Distributel, said in an 

email he thinks Bell and others have 
are making a “low-probability play” to 
prevent a decision they don’t like.

“The government and the CRTC are 
doing the right things to promote more 
competition in this and other markets,” 
he said in an email. “They should stay 
the course notwithstanding this typical 
and unjustified reaction from the incum-
bents, who seek to limit choice and com-
petition to the detriment of Canadians.”

A spokeswoman for the CRTC said it 
wouldn’t have a comment Wednesday, 
but noted that the carriers can also ask 
for changes through the  commission’s 
own review process.

The commission advised the various 
parties on Tuesday that it has extended 
the deadline for requests to review and 
vary its decision to Dec. 13. It also not-
ed that the matter is before the Federal 
Court of Appeal, which is another route 
for challenging the CRTC’s decisions.

— The Canadian Press

DAVID PADDON

B_04_Nov-14-19_FP_01.indd   B4 2019-11-13   7:43 PM


