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COVER Developers voice confidence as Metro’s inventory of new, unsold condominiums builds

High pressure on low-rises

PETER MITHAM/FRANK O'BRIEN
WESTERN INVESTOR

otwithstanding an optimistic
report from the Real Estate
Board of Greater Vancouver

touting a hot resale market this sum-
mer, activity has been light at Adera
Development Corp.’s sales centres since
spring.

The pace is “traditional” according to
Adera president Norm Couttie, who dismiss-
es talk of tough times for low-rise projects
such as Breeze, adjacent to Morgan Crossing
in South Surrey. While strict financing condi-
tions have edged out some smaller builders,
this has left larger, experienced developers
able to pursue a relaxed pace.

“It just seems to be very stable,” he said,
nonchalantly. “Sales are slow during the sum-
mer ... we expect them to pick up again in
the fall.”

Couttie’s calm demeanour belies the storm
observers detect in market data, which sug-
gest the low-rise market presents a significant
hazard to the rest of Metro Vancouver’s hous-
ing sector.

The cautionary voices include that of veter-
an analyst Frank Schliewinsky of Vancouver
real estate consulting firm G-Force Group,
who notes that the start of the summer saw
more than 7,000 high-rise condo units being
marketed in Metro Vancouver, or the equiva-
lent of more than a year’s supply based on
recent absorption trends.

Meanwhile, there are 5 475 low-rise condos
sitting unsold or yet to be released in current

Aragon Properties high-end
GlassHouse Lofts in New

Westminster are among the The following are examples of new Metro
selection of low-rise condo- Vancouver low-rise condo prices:
minium projects that began | Market Project $PSE*
marketing this year in Metro | Abbotsford Lift $265
Vancouver. | Burnaby Sequel $470
N. Surrey Balance $380
projects. And, with absorption of | New Westminster Glass Lofts $455
low-rise units averaging 200 units | S. Surrey Gemini $425
a month, Schliewinsky thinks East Vancouver Shoreline $490
that’s a problem. Vancouver West Arbutus Ridge $870
“We’re looking at closer to St HEE gt (e aligenenty).
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Prices for low-rise condos ($psr’)

26 months of sales in terms of
unsold low-rise inventory,” he said. “[And]
sales are basically going soft, down a little
bit from what they were, [and] inventory is
shooting up.”

Combined with a lack of appetite among
investors — especially foreign investors — for

low-rise product in areas such as Surrey,
Schliewinsky feels the volume of low-rise
units coming to the market pose a significant
risk to the market’s stability.

“The focus of the concerns of the Bank of
Canada and some of the other economists

has been the high-rise market,” he said. “In
fact, [in Metro Vancouver] it could be the
low-rise market that’s in much more danger
of being over-supplied.”

Schliewinsky’s numbers come from mar-
ket research firm MPC Intelligence Inc..
which notes that up to 10,000 low-rise units
could be offered to the market in the next
12 months. But he doesn’t expect everyone
to take note. While established developers
are savvy, there are plenty whose optimism
trump sound business sense

“It’s a hard market to turn around. Even
after there’s an evident downturn, the prod-
uct will still be coming on the market for
the next six, 12, 18 months,” Schliewinsky
said. “Basically, developers are not in an
analytical frame of mind, for the most part.
They operate differently. ... Alot of the time
if [anumber] doesn’t agree with their point of
view or the vision that they have, they want
to dismiss it.”

And that’s plain foolish, as any marketer
will confirm.

“You can’t just go blindly into [the low-
rise] marketplace and think you’re going to
win, because it’s not going to happen that eas-
ily,” said Mark Belling, principal of Fifth
Avenue Real Estate Ltd.

The past five years have seen a sea change
in the market, especially south of the Fraser
River. Buyers have become more techno-
logically savvy, arriving at sales centres
armed with enough information that sales
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Main Street Development, Vancouver
« 16,463 s.f. within the Riley Park neighbourhood
« Maximum 2.3 FSR

« 4-6 story multi-family mixed use development
Ben Williams*

bwilliams@londonpacific.ca

1552 & 1568 Oxford Street, North Van
« 23,000 s.f. of gross developable land

« OCP low rise apartment designation

« List price: $3,773,900

Grant L. Gardner*/ Keath Williams
grantgardner@londonpacific.ca

londonpacific.ca

*Personal Real Estate Corporation

FOR SALE

Industrial Building, Port Moody
+ 8,712 sf.land, 5,150 s.f. building

+ 4% cap rate with redevelopment potential
« Flexible light industrial zoning

+ Can be owner occupied

Grant Gardner* grantgardner@londonpacific.ca

Industrial Building, Surrey
« 4.4 acres land, 65,000 s.f. building

+ Income producing property

« Business park development in OCP

Kevin Chan kevinchan@londonpacific.ca

James Avenue, Coquitlam

« 4 lot assembly in Maillardville
« 54,619 sf. of developable land
« Near Hwy 1 and Lougheed Skytrain Station

Kevin Chan / Ben Williams*
kevinchan@londonpacific.ca
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staff serve largely to confirm the hunches of
prospective purchasers.

More important, the potential buyers — who
are mostly purchasing as owner-occupiers,
not investors — have plenty of choice.

South of the Fraser, Belling said developers
continue to move product stalled or otherwise
delayed in the wake of the 2008 financial
crisis. The completion of the Golden Ears
Bridge has also opened up neighbourhoods
north of the Fraser to potential residents who
were previously limited to areas south of the
Fraser.

Meanwhile, the emphasis on more walk-
able communities and greater densities —
even in suburban neighbourhoods — have
seen more townhomes than ever introduced
by smaller, less-experienced developers.

“[1t] allows more developers to play in
the townhouse sector, which pulls the price
point down in order to compete, which then,
as a net effect ... is competing head-on with
acondo,” Belling said. “A consumer can buy
a townhouse of about 1,200 square feet with a
ground orientation, which is desirable, for the
price of a typical condo around 1,000 square
feet.”

1t’s no surprise that buyers are consequent-
ly gravitating to townhomes, putting pressure
on low-rise condo developers that haven’t
adjusted their expectations to the market.
While both segments of the market are over-
supplied, townhomes are doing better at
holding their own because a significant dif-
ferential still exists between them and single-
detached properties.

“Condos face two forces in the new-build
sector: their own class plus the townhouse
sector,” Belling said.

While this may not be good news for
developers, many of whom are attempting
to sell units either at break-even pricing or
below cost, he sees it as good news for buy-
ers — especially when combined with inter-

est rates that remain the lowest
they’ve been in a lifetime.

“It’s nothing but win [for buy-
ers],” he said.

Buyer incentives
In Metro Vancouver’s competi-
tive new-condominium mar-
ket, developers have rolled out
a lot of buyer incentives this
year. And they’ve worked. An
example was the Elliott in New
Westminster, aimed at investors,
with 130 strata units priced from
sub-$200,000 up to $450,000.
Censorio Group offered to
guarantee rental income for the
next seven years at an average
of $1,500 per month.The project
sold right out.

The Hudson Lofts in
Abbotsford offered to accept
monthly payments until the proj-
ect completes, at $200 per month,
until buyers had paid the 5 per
cent down payment. This project,
part of the Central Park Village
development, also sold out.

Millennium Group offered buyers of its
lowrise Boh¢me condo development in East
Vancouver a free Fiat 500 — 15 cars were
awarded as the project sold out — but most
incentives are wrinkles to lower the cost of
admission for first-time buyers.

The real deals, according to marketer Vince
Taylor, president of Pilot House Marketing
Ltd., are the ones that prove that a developer
“has skin in the game” and is going to be
there for the long haul with buyers.

In all cases, developers also want to retain
the value of the condos. The idea is to keep
prices at the same level but to use creative
ways to help more buyers in. For example, a
number of developers are offering to waive
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Housing market analyst Frank Schliewinsky:
“We're looking at closer to 26 months of sales in
terms of unsold lowrise inventory.”

the sales tax on new townhomes and low-rise
condo projects and others are offering free
upgrades for the first buyers.

Highrise developers are also offering some
generous perks.

Developer Rize Alliance Properties Ltd.
has one of the most aggressive of these incen-
tives: $36,000 in cash or in direct monthly
payments of $1,000 per month for 36
months to those who buy the last condos in
the Rolston in downtown Vancouver, which
is about 90 per cent sold out. Prices start
at $389,000 for a one-bedroom unit in the
tower, with two bedrooms in the $600,000
range.

Another innovative incentive is a chance

What it costs to build
alow-rise MF project

Construction labour costs and some
material prices remain down in B.C.
compared with the peak markets five
years ago.

Altus Group, in a study of the Metro
Vancouver markets, says basic construc-
tion costs range from $110 per square
foot to $235 per square foot, excluding
underground parking and any landscap-
ing costs, for a wood-frame building.
The range reflects the cost of finishing,
which averages approximately $200 per
square foot for a mid-quality building.

If you build with poured concrete,
expect the typical cost to increase to
a range of from $135 per square foot to
$265 per square foot, Aldus estimates.

For a four-storey wood-frame build-
ing, excluding land costs, the construc-
tion costs per condominium unit would
be in the $260-per-square-foot range.
Depending on the area, land costs can
be north of $100 per buildable square
foot, which makes for very tight mar-
gins for developers. And these are only
the initial costs. Developers also have
to factor in marketing costs, financing
charges and how long the units will take
to sell before making a build decision.

to win a two-bedroom condominium at
Denna Homes’ Seylynn Village project in
North Vancouver.

The developer is giving out 5,000 “golden
keys” to visitors, one of which will win the
home in the first tower of the three-tower
project. The gimmick may not be needed
however: the project, launched in June, drew
long lineups of buyers on opening day and is
already 65 per cent sold out.¢
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o 7 separate titles

www.collierscanada.com

7530-7620 TAYLOR LAKE ROAD, 100 MILE HOUSE, BC

e Four dwellings and several maintenance buildings

e Private 1,600 acre recreational property surrounding

www.collierscanada.com/8492
o Zoned Institutional (P-1) and Resource/Agriculture
Hiroshi Yamamoto

DIR 604 661 0858

hiroshi.yamamoto@colliers.com

FOR SALE

Asking Price: $1,800,000
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FRASER VALLEY BUSINESSES

ABBOTSFORD RESTAURANT $135,000.

62 seats plus 100 in party room, primary liquor,
Recently reno'd low rent call for package.
CENTRAL CITY MALL-FRANCHISE 102 SEATS
RESTARUANT GROSS SALES - $100,000/MO.

SHAKE MILL-on Fraser River , busy & profitable !!!!
* 7.7 ACRES in Maple Ridge..

 HALF ACRE gorgeous lot in S.Surrey S1.1 mill.

77 ACRE blueberry farm in Langley and more
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