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Market Overview

Like much of Ontario, the Waterloo Wellington region continues to face
difficulties in its manufacturing sector, especially those companies related

to the automotive industry. Consequently, the economy expanded by

only 1.2% in 2008, backed by on-going growth in the financial services,
education and technology sectors.

GDP in 2009 is estimated to expand by 2.6%, and by an average of 3.5%
through 2010 to 2012, as the manufacturing sector continues to diversify,
tech and financial services continue to grow,

and non-residential construction picks up. All

of which will stimulate population growth in the

region over the next few years.

Talks continue for the first phase of a light rail
transit system in the Region of Waterloo that
would cost over $306 million. The project is
aimed not only to improve commuting, but to
meet the province’s initiative to have 40% of new
homes built in urban areas by 2015.

Office

2008 was a strong year for the office market with vacancy declining 240
basis points to 6.5%, despite eight buildings completions bringing 350,000
square feet of new space to the market. With similar downward pressure
on vacancy rates expected to continue throughout 2009, expect additional
product completions totaling over 350,000 square feet. Class A office
space commanded an average net rental rate of $18 in 2008, but tightening
vacancy and increasing land and labour costs are expected to push net
rates above $20 in 20009.

Growth is coming from a mix of expansion and new tenancy from financial
and technology firms. Much of the expansion is occurring at the UW
Research + Tech Park, where Research In Motion (RIM) will be occupying
an additional 81,000 square feet. Google, CGI Group Inc, Navtech and
Miller Thompson LLP are just some of the tenants in the Tech Park driving
demand for more office space in that location. As a result, expect another
building to begin construction in 2009 within the Park to meet the demand.

The most notable trend in the office market, heading into 2009, is the
adaptive re-use and redevelopment of former industrial facilities into mixed
use developments. The conversion of the former Lang Tanning building to
the Tannery District (Downtown Kitchener) and the conversion of historic
Bauer Industries building to the Bauer Buildings (Uptown Waterloo) are two
highly anticipated developments set for completion in early 2009.

Industrial

Industrial vacancy increased 320 basis points to 8.0% in 2008 and is
expected to climb further in 2009. Ongoing weakness in the manufacturing
sector has resulted in plant closures and shift reductions that have left a
large amount of industrial space vacant and very few tenants looking.

Net rental rates at the end of 2008 were around $5.50 per square foot,

a rate that has not declined proportionately to the decline in demand. It

is estimated that under current economic conditions a rate reduction of
between 40% and 50% would be required to reverse the trend of negative
absorption. 2009 will be a year of adjustments, as landlords gradually work
their way to the rates required to fill or sell their inventory.

Source: Conference Board Canada. *Percentage change from previous year

Given the oversupply of industrial space, no new construction is anticipated
for 2009; however, some of the existing vacant industrial space may be
adapted for office and retail space.

Investment

2008 was a banner year for investment in real estate in the Waterloo
Wellington region and it is expected that activity levels will remain steady in
2009. Not unlike the rest of the country though, the tight credit market will
force some inventory to be sold at reduced prices and cap rates will rise.

The most sought after product continues to be
multi-unit residential, driven by the expansion of
Wilfrid Laurier University and The University of
Waterloo, resulting in more student enrollments
and increased demand for housing. In 2009,
multi-unit residential will command the lowest
cap rates among the asset classes, with rates
ranging between 7% and 8%. Activity in office
product was strong in 2008 with the Cora
Group selling their office portfolio to Realex
Properties for $141.5 million and Co-operators
Insurance selling their office portfolio to Skyline
Development Inc. for $45 million. In 2009, cap rates for office product are
expected to rise to between 8% and 9%.

The product least in demand for 2008 was industrial space. This trend is
likely to continue through 2009, with cap rates expected to rise by as much
as 200 basis points to 10%.

Demand for quality investment product in regions along the outer border
of the GTA Greenbelt will continue to grow in 2009 as investors pursue
properties with a lower cost base and higher cap rates than properties
located within the Greenbelt.

Retail

Retail sales grew by 4.8% in 2008 and are expected to grow by 4.9% in
2009. The Waterloo Wellington Region is one of very few surveyed cities in
Canada that is expected to exceed 2008 growth in 2009.

2009 is a highly anticipated year for retail activity, with several big box super
centres, shopping malls, and mixed use developments set for completion.
SmartCentres will be completing their 400,000 square foot centre in North
Waterloo and Lowes will open in the Ira Needles development in West
Waterloo. In addition, the Bauer Buildings, with fully leased retail space
including popular grocer Vincenzo’s, will open in Q2 2009 as will The
Tannery District. The mixed use Sportsworld Crossing development has
already experienced strong leasing activity from brands such as Reebok,
Nike, and Calvin Klein in its first phase, with two more phases planned for
the 16 acre site.

The tremendous amount of activity and rapid absorption of retail space will
have an upward effect on rental rates in 2009, particularly for the newer,
large format, centres. Also, a decline in the availability of land zoned for
retail development represents another challenge which will place upward
pressure on rents moving forward.
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Market Overview

2008 was another difficult year for the tourism and manufacturing sectors
in the Region of Niagara due to the strong Canadian dollar for the first three
quarters of 2008 and ongoing global competition. As a result, the economy
of Niagara expanded a mere 0.8% in 2008. It is forecast that the region’s
GDP will expand by 2.1% in 2009, with output growth being boosted by
non-residential investment. The $500 million power plant by AbitibiBowater,
the $19.5 million Welland Tunnel, and the $985 million Niagara Tunnel are
currently underway and more recently the $90 million Niagara Health and
Bioscience Research Complex will create jobs and give the Region of
Niagara’s manufacturing industry a real boost. However, this forecast is tied
to a rebound in the manufacturing sector, which if not realized will result in
another year of lagging growth for the region.

Office

Office market vacancy increased 400 basis points to 18% during 2008, with
negative absorption in all classes of office space. The negative absorption
was due to a reduction in the space requirements of large call centres,
some movement of government employees out of Niagara and into other
regional offices and general corporate downsizing. On the positive side, the
Royal Bank of Canada moved into 10,000 square feet of new office space
in the downtown CBD and Clarica increased their occupied space and
renewed for an additional five years. 2009 is expected to be a slow year for
the office market, with no foreseeable new tenant additions. Any growth

in the office market is expected to come from existing tenants undergoing
expansion or relocation. Vacancy will likely continue to rise moderately in all
office classes with the exception of Class B, which should remain stable in
2009. Net rental rates will follow suit and decline for Class A and C space,
while Class B rates will remain stable. In this tenant market, rental rates are
forecast to decrease by as much as 5% to 7%.

There was only one new building completion in 2008, adding 28,000 square
feet to the office market, and two speculative buildings under construction
which will add 46,000 square feet when completed. No additional
construction is expected throughout 2009 until the market improves.

More landlords will be taking initiatives to improve the efficiency of their
buildings to compete in this highly competitive market for tenants.

Industrial

The industrial market underwent a tremendous shift in 2008 with
approximately 1.2 million square feet of space coming on the market due
to the closing of Hayes Dana, World Kitchens, Cornelius Hot Tubs, John
Deere and the relocation of GEON and Can Gro back to the US. Adding

to the increase of available space is the trend of smaller companies taking
advantage of low interest rates to purchase their own building. This shift

in demand lifted the vacancy rate 800 basis points to 17% during 2008.
Moving forward into 2009, vacancy rates are expected to continue trending
upward as more companies consolidate their industrial space. As well, the
sublet market is also expected to be very active in 2009 as more companies
rightsize their operations.

Competitive landlords in 2009 will have to offer short term leases, high
ceiling heights, below market rents, and locations near major highways
in order to attract tenancy. Due to the discrepancy between rents and
construction costs, new construction has been isolated to build to suit
projects in industrial park infill sites for established companies.

DTZ Barnicke

Source: Conference Board Canada. *Percentage change from previous year

Despite the challenges that Niagara’s industrial market faces, the region is
still considered one of the most cost effective border business locations.
Combined with a Canadian dollar down 20% from average levels
experienced in 2008, we can expect to see the expansion of established
businesses following the example of Stanpac and J. Oskam Steel
Fabricators, who decided to expand their operations in Niagara in Q4 2008.

Investment

Despite escalating vacancy rates for office and industrial product, the
investment market remained stable with ongoing interest for all product
types, especially for quality retail plazas. Active buyers include RioCan,
SmartCentres, Villarboit, Counsel Corporation and a number of smaller
local buyers.

Yields remained constant, between 8.5% and 9% throughout 2008, and
are expected to remain stable through 2009. The underlying problem is
sourcing good investment grade product.

Retail

Big box power centres continue to dominate the growth of the retail
sector, with growth along high traffic highway interchanges. Consequently,
vacancies in established power centres are becoming increasingly difficult
to fill as tenants move to larger and better situated locations.

Brands such as Canadian Tire, Sobeys, LCBO, Shoppers Drug Mart,
Starbucks, Tim Hortons, and Williams Coffee Pubs are undergoing
expansion throughout the Niagara region with new store openings.

The weakening of the Canadian dollar will have a positive impact on the
retail market as Canadian shoppers will be more inclined to shop within their
border. Despite the increase in local expenditures, rents are expected to
decrease between 10% and 15% as vacancy rates increase with the influx
of new power centres and retail re-developments.

Canadian Perspectives 2009
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Market Overview

Economic growth in the Greater Toronto Area (GTA) came to a halt in 2008,
with GDP growth registering a mere 0.4%, a 230 basis point decline from
2007, a rate not seen since the recession of the early 1990’s. This decline
can be attributed to the failing manufacturing industry, as 2008 represented
the fourth consecutive year of negative growth in this sector and the largest
decline in the last four years.

While residential construction has historically played a large part in
bolstering the Toronto economy, in the last quarter of 2008 residential
construction investment and building permit values fell significantly and are
not expected to recover in 2009.

On-going growth in the services sector continues to buffer the economy
from entering into a state of negative growth; however, the question remains
how long will this buffer continue. While investment in non-residential
construction is also declining, there is still a tremendous amount of
construction activity carrying through 2009 in the form of office towers,
hotel condominiums, and other multi-residential developments.

In 2009, expect economic growth to remain at similar levels due to a
continued decline in the manufacturing sector as global demand for goods
manufactured in the Toronto area recedes further as the global economic
slowdown continues. Offsetting the effects of declining demand will be the
weakened Canadian dollar, which may attract some business activity that
was lost in 2008 when the Canadian dollar was near par with the US dollar.

Office
The GTA office market performed extremely well, both in Downtown and the
surrounding suburbs, for the first three quarters of 2008 with approximately
1.17 million square feet of absorption, reducing the overall vacancy rate 90
basis points to 6.4%, a historical low for the GTA office market. However,
much of the gains were lost in the fourth quarter as the trend reversed and
absorption was negative for the first time since
Q3 2006. Consequently, the overall vacancy rate
ended the year at 7.0%, only 35 basis points
lower than 2007 vacancy levels. Expect overall
vacancy to trend higher in 2009, largely due

to new supply delivery but also due to slowing
demand given an anticipated softer economic
climate and the potential for increased employee
layoffs. Tenants are looking at options to reduce
occupancy costs including consolidations, early
renewals and subletting of excess space.

In 2009, the Downtown Toronto skyline will
change dramatically as four new buildings

come to completion over the course of the year
including the Bay Adelaide Centre (1.1 million
square feet), Telus Tower (780,000 square feet),
Maple Leaf Square (202,000 square feet), and
finally the RBC Centre (1.2 million square feet).
Tenants have responded well to the new supply
with pre-lease commitments approximating 60%.
However, with the exception of Telus, all of the
pre-leased tenants are relocating from within the
Downtown area and it will be the demand for
the backfill space that will determine the overall

Source: Conference Board Canada. *Percentage change from previous year

health of the market in 2009-2010. Vacancy will increase to approximately
9.5% in 2009 given new supply levels and softening demand given the
current economic climate.

In the GTA West region, Mississauga, Meadowvale, Oakville and Burlington
all experienced a decline in vacancy of 190 basis points or more during
2008. Oakville led the pack with vacancy decreasing to 3.1%. Vacancy

in Brampton and Toronto West increased slightly and the Airport region
remained constant. Overall, the GTA West region ended 2008 with a
vacancy rate of 7.9%, down 66 basis points from 2007.

The GTA North East region had a strong year with positive growth in all
submarkets with the exception of Don Mills/Eglinton. Markham, Richmond
Hill, Scarborough and the DVP/401 submarkets each experienced declining
vacancy in 2008 with vacancy in Richmond Hill and Scarborough leading
the way with a decline of approximately 310 basis points. However, despite
steady activity levels in Scarborough, the submarket maintained the highest
vacancy in the GTA at 14.6%. Overall, the GTA North East region ended
2008 with a vacancy rate of 11.0%, down 134 basis points from 2007.

Net rental rates remained flat in 2008 with an overall average of $18.40,

for all space classes. Downtown Toronto commanded the highest overall
net rental rate at $26.35, with an average of $31.00 for Class A space

in the core business district. Average net rental rates in Midtown and
Uptown Toronto were approximately $17.50 and $16.00 respectively. In

the surrounding suburban areas, rent varied significantly by submarket,

but overall GTA West rental rates averaged $14.60 while GTA North East
averaged $12.50. Given softer demand and increased vacancy, rental rates
will remain stable or begin to feel downward pressure in 2009. However,
rents will need to be looked at on a situational basis as landlords with
strong occupancy levels will not have the same pressures to adjust rents
as those facing significant vacancy in their building or portfolio. As a means
of attracting and retaining tenancy, landlords may also increase their
inducement packages and are more likely to
accommodate growth and contraction of existing
tenants within their portfolio.

Another factor potentially impacting rental rates
will be the volume of sublease opportunities in
the market, which is on the rise. During 2008,
the percentage of available space for sublease
increased from 16.0% to 20.8% of total vacancy
as many tenants began to re-evaluate their space
requirements due to the changing economic
climate, while others brought their existing space
to market in anticipation of relocation to new
premises in advance of lease expiry. In 2009,
expect sublet opportunities to increase further.

Very few new office building completions came
to market in 2008 and, with the exception of the
four major towers set for completion in 2009,
office building construction is expected to remain
relatively flat over the near term. Financing issues
will likely defer proposed developments to the
next building cycle, unless significant pre-leasing
commitments can be obtained.



Greater Toronto Area

Industrial

A Canadian dollar flirting with parity for the first three quarters of the year, a
struggling US economy and a global slowdown took its toll on the Greater
Toronto industrial market in 2008, but not as bad as many would have
thought. The majority of the downturn was felt in the manufacturing and
automotive sectors while the distribution and warehousing companies
continued to do well and expand their operations in select submarkets.

Industrial development remained steady in 2008. Product greater than
200,000 square feet continues to be built, with ongoing demand from
distribution and warehousing companies. In addition, organizations
looking to rationalize their space requirements and consolidate activities
under one roof to gain efficiency are also driving construction demand.
In 2009, expect industrial construction to slow as the financing of
projects and the ability to attract tenants becomes more challenging.
New construction activity will favour design build rather than speculative
construction. In addition, a rise in development charges across the GTA
will further challenge new industrial growth.

Overall Industrial vacancy in the GTA increased 120 basis points during 2008
to end the year at 7.1%. Industrial activity in the GTA West region remained
relatively stable, with a 50 basis point rise in vacancy to 8.0%. Metro Toronto
vacancy increased 167 basis points to 5.6%, while vacancy in the GTA North
region increased 153 basis points to 9.9%. The GTA East showed the best
performance, with the vacancy increasing a mere 16 basis points to 5.3%.

As a result of the rise in the GTA’s overall vacancy rate, net rental rates for
industrial properties decreased in almost all the market nodes over 2008.
The average industrial net rental rate in Greater Toronto was $5.96 per square
foot, with lows between $4.60 and $5.00 per square foot found in York, North
York, Etobicoke, Scarborough and Ajax. Average mid range rates of between
$5.00 and $6.00 per square foot were found in Brampton, Burlington, Milton,
Mississauga, Newmarket, Oshawa and Pickering. The highest average rates
were found in East York, Markham, Richmond Hill, Vaughan and Oakuville,
between $6.00 and $7.00 per square foot. With increased vacancy forecast
for 2009, expect net rental rates to experience downward pressure. In
addition, similar to the office market, sublease opportunities are on the rise
which will also exert pressure on landlord asking rates.

A surplus of industrial opportunities exists in the 50,000 to 100,000 square
foot range and many of these opportunities are taking much longer to lease
than in previous years; a strong indicator as to the state of the manufacturing
sector, as manufacturers in the GTA typically occupy buildings in this size
range. Difficulty in obtaining financing for sale transactions should result in
an increased preference towards lease transactions in the market for those
organizations looking to make a move.

While domestic demand for goods has been healthy, the GTA industrial
market relies heavily on the strength of international market demand,
particularly from the US. Although the recent decline of the Canadian dollar is
good news for manufacturers, and may re-spark global interest in Canadian
manufactured goods, the outlook for global demand appears weak over the
near term. Expect vacancy to continue to trend upwards in 2009 as softer
economic conditions, reduced tenant demand, further plant closures and
additional manufacturing job losses continue to impact the industrial market.
The future of the automotive industry in Ontario will have the greatest impact
on just how far vacancy climbs and rental rates fall in the GTA

Investment

The supply of quality product for sale could not meet the demands of
buyers in 2008. The most sought after products are owned and held by

the life companies, REITs, pension funds and other large publicly traded
property management groups, forcing buyers to look for value investment in
neighboring secondary markets such as Kingston, Kitchener, and London.
For the relatively few opportunities that did present themselves in 2008, the
market was quick to respond and transactions were completed swiftly.

However, in the third quarter of 2008, the number of active buyers and
sellers declined significantly as the credit crunch took many investors out

of the game and signs of rising cap rates left sellers reluctant to part with
inventory at reduced prices. Transaction volume decreased in 2008 across
all product classes and is expected to remain flat in 2009. Many owners will
become pressured sellers in order to raise equity to satisfy debt obligations
in an environment where financing remains difficult to obtain. With reduced
buy side competition given the lack of available capital in the market, expect
some great opportunities for well capitalized buyers.

Office product and multi tenant shopping centers continue to be the most
desired investment, while industrial product continues to lag due to an overall
negative outlook on the future growth of Toronto’s manufacturing sector.
Multi-residential product is also losing favour with investors and the days of
long line ups for the pre-sales of luxury condominiums seem very distant.

Retail

Retail sales in the GTA increased 5.7% in 2008, a 40 basis point
improvement over 2007 retail sales activity. Over 100,000 new people join
Toronto’s population each year and this will continue to have a tremendous
positive impact on retail sales both in Downtown and in the suburbs, despite
the slowing economy. Both Yorkdale and Toronto Eaton Centre now enjoy
sales volumes in excess of $1,000 per square foot.

Growing international migration and rising personal income have driven

the expansion of all retail formats, including large format stores, shopping
centers, and street level boutique and luxury retailers. Fairview Mall,
Pickering Town Centre, Royal Bank Plaza all completed major renovations
in 2008. Renovations continue on the Scarborough Town Centre and Maple
View Mall will undergo renovation and expansion in 2009. In addition,
Cadillac Fairview’s Shops at Don Mills, Ontario’s first outdoor lifestyle
centre, will open in April 2009.

New to the market in 2008 was US home furnishings retailer Crate & Barrel
which opened its first international location at Yorkdale Shopping Centre
and STYLESENSE, Winner’s new shoe concept store, which opened at
Vaughan Mills and Oakville Place. 2009, will see US clothing retailer Brooks
Brothers establish their first Canadian locations in Toronto.

Retail sales in 2009 are forecast to slow considerably given economic
conditions, impacting the bottom line of most retailers. Expect to see a
slowing in demand for retail locations by US retailers already in the market
and a reduction of new entrants to the market until the economic climate
shows signs of improvement. The closing of locations tenanted by US
retailers may provide expansion opportunities for other cash rich retailers
looking to expand in the GTA.
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Market Overview Investment

Kingston’s economy expanded 1.7% in 2008, a slight decline from

2007 levels. This decline was due primarily to the ongoing softening in
manufacturing activity resulting from the overall strength of the Canadian
dollar and a slide in residential construction caused by three consecutive
years of negative population growth. Offsetting this weakness, service sector
growth has been strong with job creation and income growth stimulating
retail trade. Complementing the services sector has been the ongoing
growth recorded in the non-residential investment and construction sector.

The economy is forecast to expand by 1.9% in 2009 and 2.2% in 2010. Some
of the major projects continuing into 2009 include the $230 million Queen’s
Centre and campus revitalization; $190 million budgeted for underground
and roads infrastructure upgrades; $115 million Ravensview water treatment
upgrade; and an $80 million investment in waterfront living. The Wolfe Island
Wind Project, an 86 turbine wind farm estimated to cost $410 million, will
also give the construction sector a boost.

Office

Overall office vacancy increased 160 basis points to 10.3% in 2008. The
rise in vacancy can be explained by a combination of decreasing space
requirements as a result of corporate downsizing, consolidation and a
general slowdown in business activity. Vacancy in 2009 is expected to
remain on an upward trend, but at a slower rate as employment growth

is expected to increase in order to support the growing investment in
infrastructure and thus offset negative growth from further downsizing and
consolidation in weaker sectors.

As a result of increasing vacancy, average net rental rates fell to $12.48
from $14.00 in this tenant market. Rates are expected to remain stable

in 2009 as no new completions are expected. The discrepancy between
rental rates and construction cost is too much for developers to justify any
new construction at this time. With no new supply, companies searching
for 10,000 square feet or more will find more challenges. On the other hand,
smaller tenants have more options available, and some are even moving to
industrial office parks where rents are lower.

Industrial

Industrial market vacancy increased 280 basis points to 14.3% due to the
introduction of new supply and a decline in demand for manufactured goods
in Canada, particularly in the automotive sector. Although vacancy rates
have increased so too have the average net rental rates. Net rental rates
increased from $6.30 to $6.85 in 2008, and are expected to remain stable
throughout 2009 for newer inventory in the below 25,000 square foot range,
but soften for space that is larger than 25,000 square feet.

Most of the absorption is coming from smaller R&D and knowledge based
industries that are expanding or have been newly attracted to the region due
to the vast amount of infrastructure and energy projects that require more
engineers and consultants. The rest of the activity in the industrial market
can be explained by tenants that have moved out of older and less efficient
industrial space in a flight to quality.

New construction activity will slow in 2009; however, there are still several

proposed developments waiting to attain significant enough pre-leasing to
justify breaking ground.

DTZ Barnicke

The investment market in Kingston has been divided, with stable activity
for assets less than $5 million and a significant decline in activity for higher
valued assets. Investment activity overall is expected to remain muted until
the economic uncertainty is lifted and credit markets rebound.

Multi-residential product is the most in demand, while buyers for land and
office assets have been scarce. Expect demand in 2009 to remain the same
with most of the activity coming from private investors that can act swiftly on
deals for quality product.

Cap rates in 2008 increased to between 9% and 10% for all asset classes,
with the exception of multi-residential which maintained cap rates as low as
7.5%. Yields in 2009 are expected to remain stable.

Retail

Retail sales for 2008 increased by 5.1% over 2007 levels. Like much of the
country, Q4 2008 saw a slowdown in retailers expanding or starting up

due to economic uncertainty and a sentiment that the market has reached

a point of saturation. The first three quarters of the year were active with
retailers like Shopper’s Drug Mart vacating shopping centres for freestanding
buildings and the construction of an Urban Qutfitters in downtown. At the
King’s Crossing Fashion Outlet and Power Centre development, which has
over 105,000 square feet dedicated to fashion outlets and 545,000 square
feet for other mixed uses with 26 acres available for further expansion over
the next two years, retailers such as Puma, Calvin Klein and Adidas will have
a presence.

Ongoing interest in outlet centres, big box developments and street level
shopping will keep rental rates stable throughout 2009. However, older
shopping malls will experience a decline in rates or be repurposed for office
or service oriented space.

Canadian Perspectives 2009
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Market Overview

Despite the economic slowdown, Ottawa’s economy posted modest growth
across all economic sectors in 2008 and this trend is expected to continue
through 2009. The four year expansion trend in the high tech manufacturing
sector came to an end in 2008, and activity in the construction industry
also weakened. The public administration sector remains the main driver

of the local economy. Ottawa’s economy grew by only 1.2% in 2008, its
weakest performance in 12 years; however economic growth is forecast to
improve to 2.9% in 2010. Retail sales remain strong, increasing by 5.9% in
2008 and forecast to increase by 4.0% in 2009. Housing starts increased
for the second straight year, with 9,900 units. New residential construction
is expected to ease off to levels more in line with underlying household
formation in 2009 with another 8,100 units expected.

Office

Office vacancy increased 100 basis points to 6.7%, as a result of the
economic downturn. Despite an expected softening in demand from
the private sector, vacancy rates are expected to decrease in 2009, due
to continued strong demand for space by the federal government. Net
absorption was negative 542,000 square feet through the first three
quarters of 2008, mainly as a result of high tech manufacturing and call
centres relocating their operations offshore due to the high Canadian
dollar. Absorption levels are expected to improve in 2009, as the federal
government is expected to lease significant blocks of space scheduled to
come onto the market.

At the end of 2008, the federal government published a request for
information on the availability of up to 3.9 million square feet of rentable
office space in the National Capital Region to meet four separate
requirements, aimed to address key issues such as the need for swing
space, the need to renovate aging properties, the replacement of expiring
leases, and the implementation of the latest standards for green buildings
and accessibility in federal government buildings. The four requirements
can be met in existing or newly constructed buildings, with lease terms of
between 15 and 25 years, starting around fall 2011. It will be interesting
to see which properties the government will vacate and which properties
developers and landlords will submit to the government, and ultimately how
Ottawa’s office market is impacted by the anticipated leasing activity over
the next two years.

Construction activity slowed in 2008, with only one completion totaling
146,000 square feet. Minto Place Tower 4 at 180 Kent Street (383,000
square feet) will be completed Downtown in Q2 2009 where five of 19 floors
have already been pre-leased. EDC announced they will relocate to a new
450,000 square foot head office to be built by Brocollini Construction and
Canderel Developments at 150 Slater Street, with occupancy scheduled for
late 2011.

Overall net rental rates decreased in 2008, while additional rents have
increased. Slowly rising vacancy and the influx of large block vacancies
have put downward pressure on rental rates in 2008. We expect net rents to
stabilize in 2009.

Industrial

Industrial vacancy decreased 70 basis points in 2008 to 3.6%, as occupied
space increased by 205,000 square feet. Vacancy rates are expected to rise
slightly in 2009, due to continued uncertainty in the economy coupled with
the completion of several new buildings and the release of existing space in
the western suburban markets. Despite the slowdown in the manufacturing
sector, demand remains strong from the transport, storage and distribution
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sectors for product with high ceiling and lots of shipping doors in the east
end of Ottawa; unfortunately there continues to be shortage of such space.

Rental rates held firm in 2008. The Ottawa industrial market is predominant-
ly a landlords market, except for the Kanata tech manufacturing submarket.
Rental rates are expected to remain stable in 2009.

Investment

Due to the stabilizing factor of the federal government, Ottawa continues

to be one of the most preferred locations in Canada by investors. However,
with the credit crisis in the US, investment activity levels slowed dramatically
in 2008. Sales volumes are down 50% from 2007. We do not expect to see
much change in 2009, until the global economy rebounds from the current
credit crisis.

Products most in demand are industrial and downtown office land, regional
shopping centres and single tenant industrial buildings. The least sought
after products are suburban Class B office and hotels. Cap rates trended
upward in the second half of 2008, and we expect this trend to continue
through 2009. Challenges for sellers in 2009 will be to find willing buyers
with cash available.

Retail

Retail activity was robust in 2008. Total retail space grew by 9% in 2008 to
31 million square feet, while overall vacancy remained steady at 3%. Rental
rates continued to escalate, with the average net rent approaching $20.00
per square foot.

Power centres continue to grow in the suburbs. Approximately 212,000
square feet of new retail space was built in 2008. Some retail developers
are shifting their focus to smaller scale suburban infill projects. Currently,
there is 218,000 square feet of new retail under construction (66% of which
is strip plaza development).

New retailers to market in 2008 included Lucky Brand Jeans, Coach,
Sephora, Marciano, Aeropostale and Murale. Lowe’s is expected to open
up to three stores in the Ottawa area in 2009.

The global credit crisis and its effect on consumer confidence and
spending will be a challenge for retailers in 2009; however, Ottawa’s high
concentration of public servants (1 in 5) will help stabilize the local retail
market. Some retailers and developers are adopting a ‘wait-and-see’
approach on new developments and expansion plans.
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Market Overview

Montréal’s economy expanded by 0.7%
in 2008, marking its slowest year of
growth compared to the last five years.
Ongoing decline in the manufacturing
sector has been brought on by slowing
demand from a receding global
economy and a stronger Canadian
dollar. Fortunately, Montréal’s reputation
for R&D performance continues to
support the economy, generating
growth in the life sciences, information
technology, telecommunications, and professional services industries.

The aerospace industry remains an exceptional performer in the
manufacturing sector. Companies like Bombardier are experiencing
tremendous growth due to growing demand from emerging markets
like China despite the global economic turmoil. Bombardier is attracting
significant demand for its CSeries planes, which are assembled at the
Mirabel Airport, outside of Montréal.

Also driving the economy in Montréal is investment in infrastructure, healthcare
and tourism, including $3.6 billion on various hospitals; $1.5 billion on the
Turcot interchange; $750 million on the Notre-Dame Street modernization
project; and $1.9 billion on the Quartier des spectacles project. Non-residential
construction and a slight revitalization in manufacturing due to a weakened
dollar are expected to boost GDP growth to 1.1% in 2009.

Office

2008 began well with a 90 basis point drop in vacancy in Q1. Unfortunately
for the remainder of the year, the vacancy rate climbed back to Q4 2007
levels at 8.4% partly due to the completion of five new buildings adding
890,000 square feet to the total inventory.

Looking forward, overall vacancy rates are expected to climb slightly in
2009, with the exception of Class C space, which will see a slight decline in
vacancy as tenants seek lower rates in response to economic uncertainty.
Overall activity will slow in 2009 as tenants withdraw from early renewals or
new deals, until a clearer picture of the future economy is determined.

Significant projects in 2009 will be the 200,000 square foot, LEED Certified,
Tour Catania; the 235,000 square foot second phase of the Bell Campus;
90,000 square foot Parc d’affaires sur le Golf; and 5455 de Gaspé Street
with up to 600,000 square feet. With the exception of a few projects, a
discrepancy between rental rates and construction cost continues to make it
difficult to justify new office tower projects. Consequently, there is a growing
trend of old industrial buildings being converted to loft style office space. This
space is being brought to market at comparatively low rental rates and could
further deter any new development plans as the converted industrial space
places more downward pressure on overall rental rates.

Rental rates in 2009 for Class B and C product will depend heavily on

the rate at which industrial building conversions take place. Although at
historically low vacancy levels, rental rates for Class A product will not
increase in 2009, but rather will remain stable due to economic uncertainty.

Industrial

Industrial vacancy rates continued to rise in 2008 and the story is expected
to remain the same for 2009. Most of the vacant space is coming from older
buildings, specifically space with lower than 24’ clear heights. Buildings with
16’ clear heights and less are quickly becoming obsolete in the market.
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In 2008, developers who took on the risk to

build new and efficient multi-tenant speculative
buildings, such as Groupe Montoni’s five building
development on Kieran Street, experienced
success in the market. However, in 2009
speculative developments are expected to slow
in anticipation of an inactive year. Due to low
lease rates, high construction cost and economic
uncertainty, very few developers are undertaking
speculative construction or improving existing
space. Consequently, tenants are pursuing

new build to suit projects to meet their needs,
accelerating the growth in vacant inventory.

Most of the existing developments are situated on the Island, where the
government has offered a tax abatement of up to 100% for three years to
those who build new industrial facilities in that region.

Expect 2009 overall gross rental rates to remain steady as net rental rates
decline, but taxes, maintenance and insurance costs escalate. This trend will
further strengthen the demand for more cost efficient space and increase
the perceived obsolescence of older industrial buildings. Many obsolete,
multi-level, industrial buildings are being considered for conversions to loft
style office space.

Investment

The 2008 investment climate for Montréal was not much different than

the rest of Canada. While the beginning of the year was as equally active

as 2007, with talks of demand exceeding supply, the second half of 2008
experienced a significant slowdown brought on by a shortage of accessible
capital. The limited supply and high cost of capital has forced many investors
to the sidelines and simultaneously forced vendors to sell some or all of their
portfolios at reduced prices.

Cap rate compression trends reversed in 2008 and cap rates for all assets
are expected to rise in 2009, with industrial space increasing the most and
high quality office space the least. 2009 will be a challenge for vendors
who were once used to the idea of sub 6% cap rates and a great buying
opportunity for those with the cash or access to debt to buy product at
reduced prices.

Retail

Despite slower economic growth and declining tourism spending brought on
by a strengthened Canadian dollar, retail sales in Montréal grew by 4.0% in
2008, a 60 basis point increase over 2007. In 2009, retail sales are expected
to increase once again then stabilize for the next three years.

Despite the strong sales numbers, the only new major retailer to the market
was H&M, and little expansion occurred from international retailers. New
retail developments such as Griffithtown and the highly anticipated Lac-
Mirabel were both abandoned due to trouble securing financing. Also, the
redevelopment of Champlain Mall has been suspended.

The growing consumer spending combined with a lack of international
expansion and a halt in new developments is creating a lucrative
environment for established retailers. There is now an excellent opportunity
for local retailers to expand and capture market share. Expect stable sales
per square foot in 2009 and rental rates to decline slightly as demand stems
mainly from local retailers.



Ottawa

Due to the stabilizing factor of the federal government,
Ottawa continues to be one of the most preferred
locations in Canada by investors.
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London

London is a city with a proud tradition of enterprise,
innovation and creativity. A great place to do business,
many strategic initiatives are underway to ensure we
continue to flourish - economically, socially and culturally.
City of London

\Vancouver

Waterloo Wellington

Being part of Canada’s Technology Triangle, Waterloo has
the best of both worlds. Surrounded by green farmland
and fresh air, the city is a modern, vigorous business and
technology community.

The City of Waterloo

Winnipeg

Winnipeg has a highly diverse economy, a bonus in terms

of economic stability. In recent studies by Moody’s Investor
Service and the Conference Board of Canada, Winnipeg has
been viewed to have a very diverse economic structure.
Destination Winnipeg

Zoning restrictions and community

opposition have limited the growth

of big box retailers in Vancouver,
however in 2009 Wal-Mart will be
opening its first location in Vancouver.
DTZ Barnicke Canadian Perspectives 2009

Niagara

Niagara's commitment to supporting
business development has resulted
in over $6 billion in recent capital
investment proposals. Niagara is
expected to remain among the
growth leaders in the country.

Niagara Economic Development Corporation

Regina

Regina is a growing, progressive community, with a strong,
diversified economy and a quality of life that is exceptional.
Regina Regional Economic Development Authority

Edmonton

Growth in the services sector and
growth in net migration will boost
Edmonton’s expansion in 2009.
DTZ Barnicke Canadian Perspectives 2009

Halifax

a growth engine for many
surrounding communities that benefit

Montreal

The growing consumer spending met
with a lack of international expansion
and a halt in new developments is
creating a lucrative environment for
established retailers.
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Calgary

Nexen, Canadian Natural Resources, Suncor, Petro-
Canada, and EnCana Corp have already announced
budget cuts, which will undoubtedly affect Calgary’s
services sector growth in 2009.
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Victoria

Victoria’s industrial market performed
extremely well in 2008 and despite a
slight rise, the vacancy remains below

from a strong cluster of business and 1.0%.

transportation services.
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Halifax Regional Municipality

Kingston

Most of the absorption is coming from smaller R&D and
knowledge based industries that are expanding or have
been newly attracted to the region due to the vast amount
of infrastructure and energy projects that require more
engineers and consultants.
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Greater Toronto Area

Toronto is at the core of one of the fastest growing economic
regions in North America. It has nurtured a broad range of
economic clusters that characterize a global city region.

City of Toronto
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