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Calgary’s Office Markets are 
Fragmenting with Implications 
for All Stakeholders
A Look at Drivers, Dynamics and Outcomes

“This time, it is different” is one of few phrases 
that often will get a conversation going in an 
unhealthy direction, quickly. Sometimes this 

phrase has been used to suggest that the laws of nature 
and the business cycle have been altered, at least for 
now, and some imbalance in demand and supply will 
have a unique and significantly more positive outcome 
than ever experienced before.

Each business cycle has its own personality, drivers 
and dynamics. For more than a decade commercial real 

estate investments have benefited, relative to the stock 
markets, bond markets and many other investment 
options, from increasing investment appeal, transpar-
ency and performance. Strong inbound capital flows, 
compressing cap rates and excellent yields have been 
felt widely across the commercial real estate industry. 
If you wish, “high waters float all boats” has been the 
theme and the outcome for many investors.  

Given the underlying drivers and current market 
dynamics in Calgary and most of the major office mar-

rate to 13 per cent in the second quarter of 2015, up more 
than 10 per cent from the same period in 2014. 

Nationally, the vacancy rate in the downtown cores rose to 8.9 
per cent in the first quarter of 2015, while the overall national 
vacancy rate for office space (including suburban markets) was 
slightly more than 11 per cent, also marginally up from 2014.

The CBRE report also forecasts that Calgary’s downtown 
office market will continue to struggle with significant 
vacancies and sublease space, resulting from resource 
companies continuing to downsize space. 

Part of the optimistic, smart logic says that some large 
companies are actually holding on to vacant space in hopes 

of a rebound in energy markets. Others remain leery about 
subleasing space in a soft market. 

The report cites a refreshing positive for the battered Calgary 
mood and the adjusting economy. It may also add some 
balance to the still hurting downtown commercial office 
space broadside. 

As Binfet mentions, Calgary’s suburban, industrial and retail 
commercial real estate market situations are healthier and 
more robust, mostly because suburban space is stable and 
even experiencing growth, among businesses not directly 
and often unrelated to Calgary’s energy sector: IT, financial 
and insurance, manufacturing, and the stealth but booming 
industrial/warehousing. 

Arlington Street Investments (ASI) continues to be 
recognized as one of Calgary’s most dynamic and 
innovative real estate developers.

“I made a list of everything I didn’t like as a tenant, and all 
of the serious gaps in the current and adversarial landlord 
tenant relationship,” entrepreneur and ASI president and 
CEO Frank Lonardelli explains the not-so-secret ASI secret 
formula for turning negatives into positives. 

Credited with being “the next generation of developer,” 
ASI is already making its mark as forward-thinking 
entrepreneurs that come to the business in a different way. 
They emphasize spending more time on the front-end 
design, to create innovative new developments in Calgary. 

The customer-centric ASI approach takes older buildings 
in good neighbourhoods and aggressively invests new 
capital that dramatically transforms them into something 
new and attractive.

“It’s positive and exciting,” Lonardelli says with 
genuine enthusiasm. “A key trend in Calgary real 
estate is urbanization – the introduction of very 
sophisticated, forward-designed, mixed-use, high-
density residential towers.

“Calgary’s current policy for inner-city densification 
includes incentives to create enhanced streetscapes 
and lively public spaces to have an enriched inner-city 
experience. New urban concepts of ‘live-work-play’ that 

integrate work, entertainment, food, beverage and retail 
attractions,” he points out.

“Our whole business model – and corporate mandate – 
is based on the relationship and respect for our tenant 
partners. That’s exactly what they are: partners! We 
understand that brick and mortar create the portfolio but 
the true assets live within the four walls of our buildings, 
our tenants. 

“Our approach to negotiating with tenants, securing 
tenants, buying buildings and even financing is very 
entrepreneurial and extremely tenant-centric.”

“In this market, our ability to be nimble and buy only 
when we believe it makes sense is a true competitive 
advantage,” Lonardelli says.

“After all, the unique ASI approach to the business of real 
estate is that it’s about the tenants, instead of the bricks 
and mortar that surround them.”
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