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Subject:  Industrial Demand Tipping Point  
 

Comments:  Economic and job-related uncertainty is dampening confidence in the industrial 
property market in Atlantic Canada.  Vacancy rate hit a 10-year high (13.9%) in year 2015, 
according to the most recent TDP market survey results.  Unlike the office market, demand for 
industrial space is not as intimately linked to population growth, although as the working age 
population starts to decline so will industrial space demand.  Short term determinants usually 
involve Real GDP, exports and imports, local availability of land, labour and infrastructure.  TD 
Economics, a financial institute that provides analysis of economic performance and the 
implications for investors, estimates that exports will be a key driver of short term GDP growth 
supported by the low level of the Loonie and a recovery in U.S. demand.  CSLS (Centre for 
the Study Living Standards) also project that Canadian GDP growth over the long-run is 
expected to be slower than in the past due to lower labour force growth (0.6% per year) and 
productivity growth (1.1% per year).  
 
Industrial development in and around the Atlantic region has been relatively quiet, with some 
small developments underway but little more. Part of the reason is that newly announced 
shipbuilding contracts in HRM have thus far failed to deliver the anticipated boost to local job 
growth. The table below shows Real GDP, exports and imports and the unemployment rate in 
each province, and for the Atlantic Region as a whole. 

As the Real GDP reaches its peak, expect industry demand to level off and then start to 
decline.  Atlantic Canada had its highest Real GDP value for the past decade in 2011, with a 
slight decline in the following year. We anticipate little increase in industrial demand in the 
next decade, as GDP growth levels off and working age population continues to decline from 
its 2011 peak. The bar chart below reflects this leveling off in industry demand starting in 
2011.  
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