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FIRST RATE CUT OF 2025 ARRIVES, BUT HEADWINDS REMAIN

Tariff uncertainty continues to weigh most heavily on Ontario, suppressing growth and SPACE DEMAND / DELIVERIES
MARKET FUNMDAMENTALS employment. The province's unemployment rate remains among the highest nationally,
with the GTA rising to 8.9%, up 80 basis points (bps) year-over-year (YOY) as the 5000
YOy Outlook automeotive, manufacturing, and metal export sectors face ongoing strain. In September, .1 ooa
Chg the Bank of Canada introduced its first rate cut of 2025, lowering the policy rate from 3000
1 s 70/': v v 2.75% to 2.50% while monitoring for further signs of economic softening. Despite a n > 000
* rebound in housing demand, affordability pressures and income insecurity confinue to °: 1.000 . .
Vacancy Rate constrain buyers. Source(s):(Stafisfics Canads, RBC Economics) j 4] -
¢ 1,000
691K v A AFTER YEARS OF DRIFT, DOWNTOWN REBOUNDS AS SUBURBS FLATTEN & -2,000
) - = -3,000
YTD Net Absorption, SF Downtown's affl;e market has flipped _the_ s-::rlpt_ln 202_.:. After spending much of the pas_t [
yaar and a half in neutral, the market is finding its footing. Momentum that bagan early in '
. 2021 2022 2023 2024 ¥TD
51 75 the year accelerated through Q3 2025, pushing vacancy down 50 bps to a near two-year 2025
s . A — low of 16.5%, from 17.0% the previous quarter, breaking an 18-maonth plateau in the 17% ) ) )
Asking Rent, PSF range. While only marking two quarters of the decline, it was the first sustained W Net Absorption, SF W Construction Completions, SF
(Cwearsi, AR Proparty Ciassses) improvement in vacancy since 2018. One of the clearest signs of change is a turnaround
in the trajectory of direct vacancy, which fell in Q2 2025 for the first fime in five years by 60
bps and declined a further 20 bps quarter-over-quarter (Q0Q) to 13.7%, just 10 bps above
ECONOMIC INDICATORS its level a year ago. Sublet space began retreating earlier and continued to edge lower.
YOY  Dutlaak On a broad , - -
Chg n a broader scale, downtown performed better than it had in several years, though
strength remained uneven. Tenants continued fo prioritize cenfral, well-connected nodes, OVERALL VACANCY & ASKING RENT
3 7M .‘ v with the Financial Core and Downtown South remaining clear leaders posting overall
" vacancy rates of 15.1% and 7.7%, respectively. Fringe submarkets told a different story. $60 21%
GTA Employment Downtown West recorded a 350-bps increase to a 36-year high of 21.6%, fueled largely $55 18%
by the addition of a 465,000-sf block at 200 Front Street West into the vacancy pool. 15%
- = = = . - - 55|:| -
0 . PN Meanwhile, King West retained its posilion as the submarket with the highest vacancy at 1%
8.9% 38.4%. $45
. 9%
GTA . £40 -
Unemployment Rate The downtown turnaround this year has not extended to the suburbs. Suburban vacancy, 30
which had eased earlier and inifially held an advantage, has hoverad around 16.0% far §35 a,
7 1 C‘/ y 9 | nearly two years, remaining flat at 16.4% QOQ. The vacancy gap between Downtown and §30 0%
. o] the Suburbs, which averaged 70 bps since (11 2024 with the suburbs lower, narrowed to 2021 2022 2023 2024 2025
Canada just 10 bps by Q3 2025 as suburban vacancy—both direct and sublet—stayed largely
Unemployment Rate steady. Performance varied across markets: GTA North was the only market to record a N Azking Rent, § FSF sss=\/acancy Rate
Sownce: Statishics Cenads decline, with Class A direct vacancy falling to 20.2% from 21.6% in Q2 2025. GTA West
posted a second consecutive quarterly increase, rising 20 bps o 15.6%, driven by an y
uptick in sublet. In GTA East, vacancy edged up 40 bps to 16.5% yet still sits 60 bps below = ‘

last year's 17 1%

Better never settles
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SUBLET VACANCY: DOWNTOWN VS. SUBURBES
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SUBLETS TRENDS SPLIT: DOWNTOWN CONTRACTS, SUBURBAN POCKETS CLIMB
GTA sublet pressures are gradually fading, with inventory trending downward for the second
consecutive year to a four-year low of 5.0 msf. Quarterly daclines have moderated, with a
284,000 square feet (sf) QOQ dip, the second smallest since the sublet tide reversed. As with
other market indicators, this shift has been uneven and is concentrated in select nodes. The
correction has been largely driven by easing sublet volumes in the downtown market. By Q3
2025, sublet vacancy in downtown shrunk 46.6% from its peak two years ago, equivalent to
roughly 2.0 million square feet (msf). The most pronounced reduction occurred in Downtown
South, where sublat inventory fall 44.2% QO0Q, lowering the sublet vacancy rate to 1.8% from
3.1%.

The suburban market, by contrast, has stalled in its downward trend and is now beginning to
climb again. Following a sharp decline in Q1 2025, sublet inventory rose 103,000 sf to 2.0 msf by
Q3 2025, driven largely by GTA West, where sublet vacancy increased 95,000 sf QOQ. Partially
offsetting this uptick, GTA East sublet inventory continued to shnnk, faling to a seven-year low of
489,000 sf.

DOWNTOWN LEASING PICKS UP SPEED, SUBURBS MOVE AT A STEADY CLIP
Expanded in-office days have propelled GTA office market activity to its highest levels in five
years. Year-to-date (YTD} leasing reached 8.5 msf by the end of Q3 2025, surpassing 2024 by
4.1% and putting the market on pace to exceed the five-year peak of 8.8 msf sat in 2022.
Quarterly leasing of 3.4 msf was 24.2% above the pre-pandemic three-year quarterly average
and 87.4% higher YOY. Downtown lad the quarter with an eight-year high of 2.2 msf, accounting
for 64.7% of total GTA leasing. While downtown fringe submarkets cutpaced the quarterly
average in the three years leading up to 2020, the Financial Core and Downtown South
remained the epicentar, with a combined total of 1.4 msf or 65.1% of downtown activity,

While downtown led the GTA leasing surge, the suburban market told a different story. New
leasing totaled 949,000 sf, close to the three-year quarterly average of 857,000 sf and slightly
below last year's pace. GTA West accounted for roughly half of suburban activity with
482,000 sf, while GTA North posted a standout quarter with a six-year high of 234,000 sf.

LOCATION AND CLASS SHAPE RENT TRENDS

As market performance has become increasingly centered around location, rent rends
downtown have also varied notably by submarket. In King West, the node with the highest
vacancy, the average quoted net rent across all classes has declined over the past year, falling
an overall 3.2%. In contrast, the Financial Core has registered mixed results: Class B and C
assels have experienced declines, while Class A rents surged 6.3%. Assef class remains
important as well, with Class AAA recording the largest YOY increase at 11.7%.

Rent trends have also vaned by region in the suburbs, though changes have been modest. In
GTA East and North, average quoted net rents have remained largely flat over the past year,
with Class C in GTA East dipping 1.4%. GTA West also saw a small decline in Class C rents,
down 1.3%, while the overall rate in the region ticked up 2.8%.

OFFICE Q3 2025

OUTLOOK

* Mementum that has been building
throughout the year is expected to
continue accelerating into year-and
as more firms take on additional
space to support increased in-office
days planned for late 2025 and
early 2026. That surge in aclivity
has led to a clear shift in supply
conditions: a year ago, 1.7 msf of
new vacancy was expected by
early 2025; fast forward to Q3
2025, and only 725,000 sf is now
anticipated by Q1 2026. All
indicators, strong leasing
fundamentals and a shrinking
pipeline suggest that downtown is
on track for one of its strongest
finishes in at least five years.

While downtown leasing surged,
suburban activity recorded no
comparable Iift. New leasing has
held near raecent levels, and muted
momentum has defined market
performance so far this year.
Supply, meanwhile, has shown no
consistent patiern: a year ago,
665,000 sf was tracked to enter the
markat by Q1 2025; by Q3 2025,
that total had risen to 847,000 sf
projected by Q1 2026. With uneven
demand and rising supply, overall
vacancy is expected to remain
largely flat through year-end.
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Liberty Village &
Metrolinx

All preliminary concepts are before the City of Toronto for review.
Images are not final and subject to further approvals and consultations. k

Source: Province of Ontario.
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