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Canadian Economic Overview1 

Canadian Economy

	> 2023 was a testament to the Canadian economy's resilience and adaptability, marked by cautious optimism

	> The fourth quarter witnessed a notable rebound, with a 1.0% annualized Gross Domestic Product (“GDP”)  
growth rate (+1.5% quarter-over-quarter (“Q/Q”)), bolstered by a 1.4% expansion in exports, led by crude oil  
and bitumen

	> Despite a decline in imports (-0.4%) and modest household spending growth (+0.2%), the economy showcased 
its underlying strength

Inflation Trends

	> The dominant economic narrative over the past two years, inflation, began to ease, dropping to 2.9% Y/Y  
in March 2024 from a peak of 8.1% in June 2022

	> This decline, primarily driven by falling commodity prices, marked a welcomed shift for inflationary pressures

Labour Market Dynamics

	> The labour market faced challenges in Q1 2024, with unemployment rising to 6.1% despite the creation  
of 75,800 new jobs, underscoring the pace of population growth outstripping job creation 

Monetary Policy Evolution

	> 2024's Canadian monetary policy outlook shifted towards optimism, with expectations of interest rate cuts  
as part of a broader strategy to achieve a soft economic landing

	> Fiera Capital predicts a 50% probability of this scenario, anticipating central banks' success in containing inflation 
without significant economic downturns or employment costs2 

The prospects for Canadian commercial real estate are showing signs of improvement as downward valuation pressures 
begin to ease, and there are early indications of increased availability of debt and equity capital as of Q1 2024.
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Industrial3

	> In Q1 2024, Canada's industrial real estate market showed signs 
of cooling, with the national availability rate reaching 3.7% 
(+0.5% Q/Q), driven by an influx of new supply and a surge 
in sublease space to 11.5 million square feet (“sf”)

	> This period marked the first negative net absorption in nearly 
four years, indicating a slowdown in leasing activity

	> Construction activity is also slowing down significantly, evidenced 
by an 11.2% decline from the previous quarter, and a nearly 30% 
decrease from its peak in Q3 2023

	> Every market aside from Halifax has less than 3.0% of total 
inventory currently under construction

	> The market's softening is further reflected in the slowing of rental 
rate growth, with the national average net asking lease rate falling 
1.2% Q/Q to $16.06 per sf, although important to note that rental 
rates have increased 0.9% year-over-year (“Y/Y”)

	> The small bay industrial segment is remaining more resilient than 
the broader market as the supply response over the last few years 
has been more muted - only 40 of the 187 current construction 
projects fall into this category

•	 According to CoStar, rents in the small bay segment have 
increased 4.4% Y/Y4 

	> Sale prices remained relatively flat nationally, with a slight 0.7% 
increase Y/Y

•	 However, regional markets such as London and Halifax saw more 
substantial growth, underscoring the uneven nature of the market 
across the country

Summary

Despite the recent softening, the industrial 
sector is expected to imminently improve as 
Canada’s economy is showing early signs of 
recovery. An availability rate of 3.7% is still 
well below its historical average and with a 
dwindling development pipeline, the market can 
get caught flat-footed with availability swiftly 
declining towards 2% in a few years. This sector 
continues to benefit from a long-term structural 
supply/demand imbalance and is likely to exhibit 
relative investment performance strength 
in the long-term.

Canadian Real Estate Outlook
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Multi-Residential5

	> CMHC's 2023 Rental Market Report highlights an ongoing trend  
of declining vacancy rates across Canada's major cities, with 
Vancouver remaining notably low at 0.9%

	> Nationally, the vacancy rate for purpose-built rental apartments  
fell to its lowest since 1988, at 1.5%, alongside a notable rent 
increase due to a widening gap between supply and demand 

	> Despite additional rental supply, it has not kept pace with demand 
spurred by immigration, young Canadians entering the housing 
market, and older households downsizing

	> This has led to an 8% increase in the average rent for a 
two-bedroom apartment, reaching over $1,350 per month

	> The secondary rental market also saw tightened conditions, 
with rental condo vacancy rates dropping to 0.9% and rent 
for these units rising

	> Challenges such as financing delays and labour shortages 
in construction are expected to continue, exacerbating the 
supply-demand imbalance

Summary

In response to acutely severe housing 
affordability, the federal government has enacted 
several policies to encourage the development 
of new purpose-built rental housing. These 
measures mark significant steps toward 
addressing the housing crisis. Looking forward, 
the sector is expected to see the strongest 
annualized rental growth rate in the next year 
and similar to the industrial sector, is likely to 
continue to see markets where demand vastly 
outstrips supply.

Retail6

	> In Canada's retail sector, the landscape in Q1 2024 reflects 
a cautious equilibrium amidst economic challenges

	> Consumer sentiment has been affected by rising prices and interest 
rates, leading to a noticeable downturn in discretionary spending

	> Despite this, the retail market is showing resilience; core retail sales 
have remained stable Y/Y, although specific segments like building 
materials and furniture have seen declines

	> Retailers, particularly in growing areas like Calgary, have navigated 
these challenges with some success, managing to open more stores 
than they've closed and maintaining operational profitability above 
Pandemic levels

	> Leasing activity has experienced a slowdown, reaching its lowest 
since the Pandemic began, especially within enclosed malls and 
power centres, reflecting a shift in consumer spending towards 
necessity-based retail

	> Nevertheless, the retail property market has found some balance 
due to limited new deliveries (CoStar cites only 8.6 million sf 
currently under construction)7

	> Investment activity has remained steady, buoyed by interest in 
neighbourhood and community centres and redevelopment projects 
that adapt retail spaces for mixed uses

	> Resultingly, the national retail vacancy rate compressed 0.4% 
to 6.6% in H2 2023

Summary

Looking ahead, even with this relative stability, 
the potential for a downturn in consumer retail 
spending presents a headwind for enclosed and 
larger super-regional malls, leaving the prospects 
for grocery or drug-anchored centres with 
redevelopment opportunities as most positive 
going forward.
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Office8

	> In Q1 2024, Canada's office market demonstrated signs of leasing 
improvement, with a notable positive net absorption of 439,000 sf

	> This marked the first instance of positive absorption since Q3 2022 
and was largely due to pre-leased new supply in Vancouver, despite 
ongoing challenges in regions such as Toronto

	> The national office vacancy rate saw a marginal increase to 18.4% 
(+0.1% Q/Q), with sublease space continuing its decline for the third 
consecutive quarter and reaching its lowest level since Q4 2022

	> The construction pipeline has notably contracted to its lowest 
level since 2011 at 9.1 million sf, signaling a significant slowdown 
in new developments

	> The market is witnessing a continued bifurcation, particularly in 
downtown areas where the gap between Class ‘A’ and ‘B/C’ buildings' 
vacancy rates is becoming increasingly pronounced

	> This period also saw building conversions, with ten markets 
reporting a total of 870,000 sf removed from inventory across 
13 projects

	> The leasing demand remains skewed towards Class ‘A’ properties, 
with landlords investing in capital improvements and offering 
turn-key solutions to attract tenants amidst a softening 
supply pipeline

Summary

Overall, the office market continues to adjust, as 
tenants right-size their space needs given greater 
clarity on working strategies and as interest rates 
settle, albeit at a relatively higher level than a 
few years ago. Resultingly, the Manager expects 
continued downward valuation and rental rate 
prospects for the next several years.
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Looking Ahead9

	> In Fiera Capital's most probable scenario (Soft 
Landing - 50% probability), the disinflationary 
impulse prompts central bankers to transition 
from an on-hold monetary policy stance towards 
aggressive interest rate cuts in 2024 and inflation 
is contained without a recession or a significant 
cost to employment

	> A risk to this outcome includes an Inflation Revival 
scenario at 30%, where both growth and inflation 
surprise to the upside, bringing into question the 
ability of central banks to pivot towards easing 
monetary policy in 202410

	> Shifting gears, the commercial real estate 
sector faces lingering risks, notably within 
the office segment, escalating interest rates 
leading to higher capitalization rates, and global 
geopolitical tensions

	> Yet, there is a shift on the horizon, with the 
potential for a recovery after two years of 
a negative cycle, supported by the robust 
fundamentals of Canada's industrial and 
multi-residential markets

	> In stark contrast to Q3 2023, which saw 
the Canadian real estate investment market 
experience its lowest quarterly volume in 
three years at $10.2 billion, Q4 2023 marked 
a significant rebound

•	 The quarter witnessed investment volumes 
increase materially to $12.9 billion, bringing 
the annual total to $50.1 billion11

•	 This recovery not only highlights a turnaround, 
but also places the year as having the third 
highest annual total volumes on record

	> Canadian real estate, known for its resilience 
during economic uncertainties, continues to 
attract foreign investment, recognizing its 
strengths – investment volumes cited above 
are supporting this

	> Oxford Economics forecasts that core Canadian 
real estate leads the G7 countries in 2024 with 
a direct total return of 4.8% (as measured by 
the MSCI/REALPAC Canada Property Index)12

	> Looking ahead, 2024 could mark the return of 
investment activity of the Canadian institutional 
and pension fund/advisor investor, with the 
prospect of downward real estate valuation 
pressures subsiding and availability of debt 
and equity capital increasing

Michael Le Coche 
Director, Research & Predictive Analytics

property@fierarealestate.com ca.fierarealestate.com
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Important Disclosure 

Fiera Capital Corporation (“Fiera Capital”) is a global independent asset 
management firm that delivers customized multi-asset solutions across 
public and private classes to institutional, financial intermediary and 
private wealth clients across North America, Europe and key markets 
in Asia. Fiera Capital trades under the ticker FSZ on the Toronto Stock 
Exchange. Fiera Capital does not provide investment advice to U.S. 
clients or offer investment advisory services in the US. In the US, asset 
management services are provided by Fiera Capital's affiliates who 
are investment advisers that are registered with the U.S. Securities 
and Exchange Commission (the "SEC") or exempt from registration. 
Registration with the SEC does not imply a certain level of skill or training. 
Each affiliated entity (each an “Affiliate”) of Fiera Capital only provides 
investment advisory or investment management services or offers 
investment funds in the jurisdictions where the Affiliate and/or the relevant 
product is registered or authorized to provide services pursuant to an 
exemption from registration.

This document is strictly confidential and for discussion purposes only. Its 
contents must not be disclosed or redistributed directly or indirectly, to 
any party other than the person to whom it has been delivered and that 
person’s professional advisers.

The information presented in this document, in whole or in part, is not 
investment, tax, legal or other advice, nor does it consider the investment 
objectives or financial circumstances of any investor.

Fiera Capital and its Affiliates reasonably believe that this document 
contains accurate information as at the date of publication; however, no 
representation is made that the information is accurate or complete and 
it may not be relied upon. Fiera Capital and its Affiliates will accept no 
liability arising from the use of this document.

Fiera Capital and its Affiliates do not make recommendations to buy or sell 
securities or investments in marketing materials. Dealing and/or advising 
services are only offered to qualified investors pursuant to applicable 
securities laws in each jurisdiction.

Past performance of any fund, strategy or investment is not an 
indication or guarantee of future results. Performance information 
assumes the reinvestment of all investment income and distributions 
and does not account for any fees or income taxes paid by the investor. 
All investments have the potential for loss. Target returns are forward-
looking, do not represent actual performance, there is no guarantee 
that such performance will be achieved, and actual results may 
vary substantially.

This document may contain “forward-looking statements” which reflect 
the current expectations of Fiera Capital and/or its Affiliates. These 
statements reflect current beliefs, expectations and assumptions with 
respect to future events and are based on information currently available. 
Although based upon what Fiera Capital and its affiliates believe to 
be reasonable assumptions, there is no guarantee that actual results, 
performance, or achievements will be consistent with these forward-
looking statements. There is no obligation for Fiera Capital and/or its 
Affiliates to update or alter any forward-looking statements, whether as a 
result of new information, future events or otherwise.

Strategy data such as ratios and other measures which may be presented 

herein are for reference only and may be used by prospective investors 
to evaluate and compare the strategy. Other metrics are available and 
should be considered prior to investment as those provided herein are the 
subjective choice of the manager. The weighting of such subjective factors 
in a different manner would likely lead to different conclusions.

Strategy details, including holdings and exposure data, as well as other 
characteristics, are as of the date noted and subject to change. Specific 
holdings identified are not representative of all holdings and it should not 
be assumed that the holdings identified were or will be profitable.

Certain fund or strategy performance and characteristics may be compared 
with those of well-known and widely recognized indices. Holdings may 
differ significantly from the securities that comprise the representative 
index. It is not possible to invest directly in an index. Investors pursuing 
a strategy like an index may experience higher or lower returns and will 
bear the cost of fees and expenses that will reduce returns, whereas an 
index does not. Generally, an index that is used to compare performance 
of a fund or strategy, as applicable, is the closest aligned regarding 
composition, volatility, or other factors.

Every investment is subject to various risks and such risks should be 
carefully considered by prospective investors before they make any 
investment decision. No investment strategy or risk management 
technique can guarantee returns or eliminate risk in every market 
environment. Each investor should read all related constating documents 
and/or consult their own advisors as to legal, tax, accounting, regulatory, 
and related matters prior to making an investment.

The ESG or impact goals, commitments, incentives and initiatives 
outlined in this document are purely voluntary, may have limited impact 
on investment decisions and/or the management of investments and do 
not constitute a guarantee, promise or commitment regarding actual or 
potential positive impacts or outcomes associated with investments made 
by funds managed by the firm. The firm has established, and may in the 
future establish, certain ESG or impact goals, commitments, incentives 
and initiatives, including but not limited to those relating to diversity, 
equity and inclusion and greenhouse gas emissions reductions. Any ESG or 
impact goals, commitments, incentives and initiatives referenced in any 
information, reporting or disclosures published by the firm are not being 
promoted and do not bind any investment decisions made in respect of, or 
stewardship of, any funds managed by the firm for the purposes of Article 
8 of Regulation (EU) 2019/2088 on sustainability-related disclosures, in 
the financial services sector. Any measures implemented in respect of 
such ESG or impact goals, commitments, incentives and initiatives may 
not be immediately applicable to the investments of any funds managed 
by the firm and any implementation can be overridden or ignored at the 
sole discretion of the firm. There can be no assurance that ESG policies 
and procedures as described herein, including policies and procedures 
related to responsible investment or the application of ESG-related 
criteria or reviews to the investment process will continue; such policies 
and procedures could change, even materially, or may not be applied to a 
particular investment.

The following risks may be inherent in the funds and strategies mentioned 
on these pages.
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Equity risk: the risk that the value of stock may decline rapidly for 
issuer-related or other reasons and can remain low indefinitely. Market 
risk: the risk that the market value of a security may move up or down, 
sometimes rapidly and unpredictably, based upon a change in market 
or economic conditions. Liquidity risk: the risk that the strategy may 
be unable to find a buyer for its investments when it seeks to sell 
them. General risk: any investment that has the possibility for profits 
also has the possibility of losses, including loss of principal. ESG and 
Sustainability risk: ESG and sustainability risk may result in a material 
negative impact on the value of an investment and performance of the 
portfolio. Geographic concentration risk: geographic concentration risk 
may result in performance being more strongly affected by any social, 
political, economic, environmental or market conditions affecting those 
countries or regions in which the portfolio's assets are concentrated. 
Investment portfolio risk: investing in portfolios involves certain risks an 
investor would not face if investing in markets directly. Operational risk: 
operational risk may cause losses as a result of incidents caused by people, 
systems, and/or processes.

For further risks we refer to the relevant fund prospectus.

United Kingdom: This document is issued by Fiera Capital (UK) Limited, 
an affiliate of Fiera Capital Corporation, which is authorized and regulated 
by the Financial Conduct Authority. Fiera Capital (UK) Limited is registered 
with the US Securities and Exchange Commission (“SEC”) as investment 
adviser. Registration with the SEC does not imply a certain level of 
skill or training.

United Kingdom – Fiera Real Estate UK: This document is issued by Fiera 
Real Estate Investors UK Limited, an affiliate of Fiera Capital Corporation, 
which is authorized and regulated by the Financial Conduct Authority.

European Economic Area (EEA): This document is issued by Fiera 
Capital (Germany) GmbH (“Fiera Germany”), an affiliate of Fiera Capital 
Corporation, which is authorized and regulated by the Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin).

United States: This document is issued by Fiera Capital Inc. (“Fiera 
U.S.A.”), an affiliate of Fiera Capital Corporation. Fiera U.S.A. is an 
investment adviser based in New York City registered with the Securities 
and Exchange Commission (“SEC”). Registration with the SEC does not 
imply a certain level of skill or training.

United States - Fiera Infrastructure: This document is issued by Fiera 
Infrastructure Inc. (“Fiera Infrastructure”), an affiliate of Fiera Capital 
Corporation. Fiera Infrastructure is registered as an exempt reporting 
adviser with the Securities and Exchange Commission (“SEC”). Registration 
with the SEC does not imply a certain level of skill or training.

United States - Fiera Comox: This document is issued by Fiera Comox 
Partners Inc. (“Fiera Comox”), an affiliate of Fiera Capital Corporation. 
Fiera Comox is registered as an investment adviser with the Securities and 
Exchange Commission (“SEC”). Registration with the SEC does not imply a 
certain level of skill or training.

Canada

Fiera Real Estate Investments Limited (“Fiera Real Estate”), a wholly 
owned subsidiary of Fiera Capital Corporation is an investment manager of 
real estate through a range of investments funds.

Fiera Infrastructure Inc. (“Fiera Infra”), a subsidiary of Fiera Capital 
Corporation is a leading global mid-market direct infrastructure investor 
operating across all subsectors of the infrastructure asset class.

Fiera Comox Partners Inc. (“Fiera Comox”), a subsidiary of Fiera 
Capital Corporation is a global investment manager that manages 
private alternative strategies in Private Credit, Agriculture, Private Equity 
and Timberland.

Fiera Private Debt Inc. (“Fiera Private Debt”), a subsidiary of Fiera Capital 
Corporation provides innovative investment solutions to a wide range of 
investors through two distinct private debt strategies: corporate debt and 
infrastructure debt.

Please find an overview of registrations of Fiera Capital Corporation 
and certain of its subsidiaries here: https://www.fieracapital.com/en/
registrations-and-exemptions.

https://www.fieracapital.com/en/registrations-and-exemptions
https://www.fieracapital.com/en/registrations-and-exemptions
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