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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Canadian Real Estate Investment Trusts industry is still expected to grow over the five years to
2021 despite the adverse economic effects of the COIVD-19 (coronavirus) pandemic. For more detail, please see
the Current Performance chapter.

· The average industry profit margin is expected to decline, mainly due to the adverse economic effects of the
coronavirus pandemic. For more detail, please see the Cost Structure Benchmarks chapter.

· Demand for the industry's products is expected to fluctuate as a result of the pandemic. For more detail, please
see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition This industry comprises legal entities that are categorized as real estate investment trusts (REITs). REITs, similar to

mutual funds, use the pooled capital of many investors to directly invest in income-yielding properties. To qualify as
an REIT, a company or trust must annually distribute all of its taxable income to shareholders in the form of
dividends. Income is largely generated from rent, interest and capital gains.

Major Players RioCan Real Estate Investment Trust

CAPREIT

H&R Real Estate Investment Trust

SmartCentres Real Estate Investment Trust

Main Activities The primary activities of this industry are:

Purchasing property such as commercial, industrial, retail and residential real estate

Developing properties such as commercial, industrial, retail and residential real estate

Managing properties such as commercial, industrial, retail and residential real estate

Financing mortgages

The major products and services in this industry are:

Retail REITs

Industrial and office REITs

Residential REITs

Healthcare REITs

Hotel REITs
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Supply Chain

SIMILAR INDUSTRIES

Other Investment Pools and
Funds In Canada

Apartment Rental in Canada Commercial Leasing in Canada Storage & Warehouse Leasing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Real Estate Investment Trusts in
the US

Financial Asset Investing in
Australia

Real Estate Investment Trust
Activities in the UK

Financial Asset Investing in New
Zealand
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Industry at a Glance
Key Statistics

$10.5bn
Revenue

Annual Growth

2016–2021

2.7%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

$2.7bn
Profit

Annual Growth

2016–2021

-3.9%

  Annual Growth

2016–2021

 

25.8%
Profit Margin

Annual Growth

2016–2021

-10.2pp

  Annual Growth

2016–2021

 

51
Businesses

Annual Growth

2016–2021

6.6%

Annual Growth

2021–2026

3.6%

Annual Growth

2016–2026

 

4,230
Employment

Annual Growth

2016–2021

2.8%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

 

$380.0m
Wages

Annual Growth

2016–2021

2.5%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

1.8%
Per capita disposable income

9.1%
Corporate profit

0.7%
Number of businesses

-0.3pp
Overnight rate

0.1pp
Rental vacancy rate

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Technology Change

Low

  Industry Globalization
Low / Increasing

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Regulation & Policy
Medium / Steady   Barriers to Entry

Medium / Increasing

  Competition
Medium / Steady

NEGATIVE IMPACT

  Capital Intensity
High   Industry Assistance

Low / Steady

 

Key Trends

 Near-zero interest rates have prompted a surge in demand
from investors

 Industry profit has decreased as many tenants have not able
to pay rent on time

 The value of nonresidential construction has influenced
industry revenue

 The recovery in nonresidential construction industries will
likely benefit operators

 Alberta has tended to flourish economically due to higher
natural resource tax revenue

 Despite stagnating revenue, the number of companies in the
industry is expected to rise

 Long-term rent contracts among commercial segments has
enabled the industry to maintain stable growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  High Profit vs. Sector Average

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Overnight rate

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Per capita disposable income
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Executive Summary Financing the future: An aging population is expected to keep industry
demand afloat

The Real Estate Investment Trusts industry in Canada has grown consistently over the five years to 2021, as solid
operational efficiency and a low interest rate environment have laid the foundation for growth. The industry has
benefited from a low level of revenue volatility that is backed by a steady stream of income from rentals amid stable
economic growth. Long-term rent contracts in commercial segments and the rise of rental rates in the residential
product segment have enabled the industry to maintain stable growth rates during most of the period, even amid
economic slowdowns in 2016 and 2020. Overall, industry revenue is expected to grow an annualized 2.7% to $10.5
billion over the five years to 2021, including an increase of 8.6% in 2021. This growth in 2021 can be attributed to
the expected recovery following the COVID-19 (coronavirus) pandemic, which caused the stock market to briefly
crash in 2020 and also caused a low interest rate environment, resulting in flourishing demand from downstream
markets.

Industry revenue generally grows in line with the economy and benefits from steady streams of income generated
from rent. The overall health of the economy has been sound over most of the five years to 2021, which has
benefited the industry through higher levels of investment to satisfy increasing demand for properties by businesses.
Low interest rates have enabled many projects to be undertaken, and real estate investment trusts (REITs) have
successfully diversified their portfolios during the period. Additionally, a booming housing market in major
metropolitan hubs, many of which have experienced elevated rental prices, has underpinned revenue growth in the
residential segment. This trend has been supported by growing disposable income and favourable trends in the
apartment rental industry. However, the average industry profit margin has decreased during the period due to the
adverse economic effects caused by the coronavirus pandemic.

Moving forward, the industry is expected to remain stable, with industry revenue forecast to stagnate at $10.5 billion
over the five years to 2026. Two of the main countervailing affects are the expected increases to interest rates and
an aging population. The rise in interest rates will likely make other investments more attractive, taking away from
some of the value REITs offer. Additionally, an aging population is expected to keep demand afloat as they are
typically attracted to the steady and generally market-beating returns REITs offer.
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Industry Performance

Key External
Drivers

Rental vacancy rate

The rental vacancy rate reflects the percentage of Canadian rental properties that are without tenants. As a proxy for
rental demand, higher vacancy rates generally indicate that demand for rentals is low, while demand for housing is
high. Most of the income generated from the industry comes from rentals, so as the rental vacancy rate falls,
occupancy rates rise to the benefit of the industry. Rental vacancy rates are anticipated to rise in 2021, posing a
potential threat to the industry.

 

Corporate profit

Corporate profit influences businesses' demand for rental space. Contracts for office rental space and other
commercial purposes normally span many years and depend on the performance of the businesses seeking to rent
space. As corporate profit increases, companies seek to expand and demand rental spaces. This increases demand
for industry properties, leading to increases in industry revenue. Corporate profit is expected to rise in 2021.

 

Overnight rate

The industry relies on capital markets for financing construction, property purchases and business acquisitions. The
level of activity in the property market is largely determined by the cost of capital, which is generally reflected by
prevailing interest rates. The overnight rate refers to the rate at which financial institutions can borrow and lend
short-term funds to one another. It serves as a proxy for the cost of financing. The overnight rate is expected to
decrease in 2021, representing a potential opportunity for the industry.

 

Per capita disposable income

Per capita disposable income is defined as personal income minus current personal taxes. Consumer confidence
and disposable income levels largely determine retail spending trends. As disposable income declines, consumers
cut back on retail spending, which decreases demand for retail space as companies cut costs or exit their respective
industries. Given that the retail sector is the largest market for industry operators, changes in consumer spending
significantly alter the industry's operating environment. Per capita disposable income is expected to decrease in
2021.

 

Number of businesses

The commercial segment of the industry includes office, industrial and retail space. The business sector's health
largely determines demand for commercial real estate services. As the number of businesses increases, so will
demand for commercial, industrial and retail space. The number of businesses is expected to increase in 2021.
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Current
Performance

The Real Estate Investment Trusts industry in Canada has outperformed
the economy through the growth of rental rates and a low interest rate
environment.

Although rapid growth cooled in the wake of the global recession, the industry experienced strong growth after 2012,
coinciding with the rebound in the construction markets. However, the continued boom in residential construction
has outweighed concerns in the commercial markets from recent slowdowns in 2015 and 2016, providing the
industry with a strong backdrop for growth. Overall, industry revenue is expected to grow an annualized 2.7% to
$10.5 billion over the five years to 2021, including an increase of 8.6% in 2021 alone as the economy is expected to
recover following the peak of the COVID-19 (coronavirus) pandemic. Although the pandemic is still very prevalent,
the stock market collapse in 2020 and near-zero interest rates have prompted a surge in demand from investors.

STRUCTURAL STRENGTH

Over the past decade, real estate investment trusts (REITs) listed on the
Toronto Stock Exchange have been among the best sectors by returns,
and this rapid growth is attributed to several different factors specific to
the Canadian economy.

The factors differentiating Canadian REITs and those of other countries are exemplified by the state of the country's
real estate market following the global recession.

Canada has a highly concentrated banking sector with fewer than 100 banks, compared with more than 6,500 in the
United States. Furthermore, according to the International Monetary Fund, the top six banks in Canada account for
an estimated 90.0% of all banking assets. Aside from the composition of the Canadian banking sector, regulations in
Canada are provincial, but are largely standardized across all systems under the Office of the Superintendent of
Financial Institutions. Due to this structure, banks in Canada have more branches rather than different charters,
limiting banks from being undiversified and having a portfolio composed only of local loans. Further, high market
concentration helped facilitate coordinated action among branches. The effect was a milder recession with no
banking crisis and a strong real estate sector, which kept property prices and REIT asset values relatively high
during a period of global turmoil.

With a real estate sector still intact, a consumer market less adversely affected and historically low interest rates,
industry operators have been able to advertise themselves effectively to investors seeking higher-yielding financial
instruments. With more exposure to the average investor, REITs experienced strong growth early during the period,
despite a global decline in commodity prices that affected other sectors of the Canadian economy. Additionally, the
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market conditions in the United States attracted US investors to the industry. In general, the global fog of
uncertainty, including in Europe, made the stable income streams from industry operators more attractive than low-
yielding, fixed-income securities and risky stock markets. With healthier consumer markets, demand for retail
locations and new businesses rose, which increased demand for industry services.

LOW INTEREST RATES

In addition to high equity levels, low interest rates have enabled operators
to finance operations at low costs through debt, further propelling the
industry forward.

Higher capital enabled operators to expand and increase their operations while maintaining lower expense costs,
which typically results in a higher profit margin. However, due to the adverse economic effects of the coronavirus
pandemic, industry profit has decreased as many tenants have not able to pay rent on time, which has significantly
decreased operators' profit margin. The average industry profit margin, measured as earnings before interest and
taxes, will likely account for 25.8% of revenue in 2021, down from 36.0% in 2016. Conversely, with such apparent
success prior to 2020, the number of industry operators has increased during the period, with existing operators
expanding their operations. This has ultimately caused the number of establishments to surge, growing an
annualized 6.2% to 73 locations over the five years to 2021. With expanded capabilities and more extensive
operations becoming the norm in the industry, the number of industry employees is also expected to grow, rising an
annualized 2.8% to 4,230 workers over the five years to 2021.

CORPORATE PROFIT AND INVESTMENT

Corporate profit levels are a key demand determinant for commercial
construction.

When businesses are performing well and running near full capacity, they are more likely to invest in new
commercial space, which benefits the sector. However, a combination of overproduction and a slowing global
economy, stemming primarily from weaker than expected growth in China and India, sent the world price of crude oil
falling between 2015 and 2016. This decrease dragged down overall economic growth and subdued consumer
demand, especially in Alberta, which had previously benefited immensely from high resource tax revenue. Demand
for industrial and office properties became depressed as the energy sector experienced uncertainty regarding the
future business outlook. In contrast, Alberta continued to experience population growth above the national average
during the current period, which is beneficial for residential REITs.

Over the five years to 2021, the value of nonresidential construction, which includes expenditure on commercial
buildings, restaurants and other structures owned by the industry, has also influenced revenue. While it has declined
overall, the drop can be attributed to a decline in the energy sector and the coronavirus pandemic. However, during
the period, private investors benefited from favourable lending rates that enabled more construction activity. As
growth in corporate profit and consumer spending picked up, many investors have provided capital in even greater
quantities.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
Residential

Construction
($b)

2012 7,626 3,548 36.0 26.0 2,303 N/A N/A 200 N/A 130
2013 8,040 3,788 43.0 31.0 2,774 N/A N/A 244 N/A 129
2014 8,401 3,971 48.0 34.0 3,155 N/A N/A 267 N/A 132
2015 8,724 4,154 51.0 36.0 3,442 N/A N/A 306 N/A 137
2016 9,163 4,359 54.0 37.0 3,689 N/A N/A 335 N/A 142
2017 9,214 4,329 58.0 40.0 3,819 N/A N/A 351 N/A 145
2018 9,388 4,257 62.0 43.0 3,901 N/A N/A 353 N/A 143
2019 10,008 4,751 68.0 47.0 4,188 N/A N/A 383 N/A 143
2020 9,639 4,137 68.0 47.0 3,927 N/A N/A 352 N/A 148
2021 10,464 4,049 73.0 51.0 4,230 N/A N/A 380 N/A 171
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Industry Outlook
Outlook Moving forward, the Real Estate Investment Trusts industry in Canada is

expected to remain steady, with industry revenue forecast to remain
stagnant at $10.5 billion over the five years to 2026.

Several trends that are expected to drive this stagnation include a recovery of nonresidential construction industries
along with a substantial rise in interest rates. Although the recovery in nonresidential construction industries will
likely benefit operators, growing interest rates generally hurt real estate investment trusts (REITs) by making other
securities more attractive compared with their yields. These two countervailing drivers are expected to contribute to
the industry's stagnation over the next five years.

AGING POPULATION

When considering the long-term growth of the industry, as opposed to the
short-term status, it is critical to examine demographic shifts.

The advantages of a listed REIT share, namely the steady and generally market-beating returns, are particularly
attractive to an aging population. As individuals begin to reach the age of retirement, they tend to demand yield
products that provide steady ancillary income sources to retirement packages. However, with an expected rise in
long-term interest rates, REITs become less attractive as the number of alternative yield products increases.

In Canada, workers have the ability to take a reduced Canada Pension Plan (CPP) as early as 60 years old.
Typically, however, workers opt for a permanently increased CPP, which comes into effect the first month after
turning 65 years old. Although the value of each plan varies by the length of time a worker contributes to the CPP
and the age at which the plan comes into effect, the difference between accepting a reduced CPP and a
permanently increased CPP can be up to 36.0% of the pension's total value. If a worker chooses to wait until the
age of 70, the value can increase up to 42.0%. This incentivizes workers to delay retiring until after the age of 65.

VARIED GROWTH

Canada's provinces tend to have different real estate markets as they
have different economic drivers by province.

For example, Ontario has been historically known as the manufacturing centre for Canadian companies due to its
population base being close to the United States and easy access to waterways for trade. As a result, growth in
other sectors, such as finance and professional services, have flourished, making Ontario the most significant
Canadian province in terms of economic activity. The diversity of Ontario's economy and continued growth in
important macroeconomic indicators, such as the number of businesses, per capita disposable income and
corporate profit, will likely enable the REIT industry to perform well during the outlook period.

Alberta, in contrast, is known for their energy sector, which makes it vulnerable to volatile commodity prices. When
oil prices are high, Alberta has tended to flourish economically due to higher natural resource tax revenue. However,
oil prices are not expected to rebound to the high prices seen in the past as the global economic conditions remain
uncertain due to the COVID-19 (coronavirus) pandemic. This pandemic caused demand for oil and the price of oil to
plummet in 2020, and as a result, oil prices are not likely to return to their record highs. Therefore, relatively higher
rental vacancy rates for industrial and commercial properties are expected as energy companies may most likely
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experience depressed revenue figures. This trend has ramifications for the rest of the Alberta economy, as
consumers may have less to spend than before. This may ultimately affect demand of rentals in the province, as
REITs may need to reduce monthly rental increases to maintain occupancy rates. This would end up partially
offsetting the expected growth in Ontario.

INDUSTRY STRUCTURE AND PROFITABILITY

Despite revenue stagnating during the outlook period, the number of
companies in the industry is expected to rise; IBISWorld estimates that
the number of operators will grow at an annualized rate of 3.6% to 61
companies over the five years to 2026.

With more companies entering the industry, operators will likely require a larger labour force. Therefore, industry
employment is forecast to grow at an annualized rate of 1.3% to 4,520 workers over the next five years. In addition,
the average industry profit margin is expected to slightly decrease during the outlook period as interest rates grow,
making it less favourable for REITs to invest in higher quality properties and diversify their holdings by province and
end usage.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
Residential

Construction
 ($b)

2021 10,464 4,049 73.0 51.0 4,230 N/A N/A 380 N/A 171
2022 10,893 4,093 77.0 54.0 4,418 N/A N/A 397 N/A 171
2023 11,130 4,176 81.0 56.0 4,548 N/A N/A 408 N/A 175
2024 10,559 3,913 82.0 57.0 4,451 N/A N/A 397 N/A 178
2025 10,461 3,857 84.0 59.0 4,471 N/A N/A 397 N/A 181
2026 10,481 3,853 87.0 61.0 4,520 N/A N/A 401 N/A 184
2027 10,599 3,899 89.0 63.0 4,584 N/A N/A 406 N/A 188
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Industry products are well-defined

The level of technological change is insignificant

Industry growth is closely tied to macroeconomic factors

The modern real estate investment trust (REIT) structure was introduced in Canada in 1993 so that real estate
investors would be able to avoid the double taxation of earnings. Specifically, REITs are not required to pay
corporate income taxes as long as all of their taxable income is distributed to investors. The popularity of REITs took
off in the late 1990s due to changes in regulation restrictions. Namely, closed-end mutual funds were granted the
ability to directly invest in REITs, and REIT funds were finally permitted to manage their own properties.

Overall, industry value added (IVA), which measures an industry's contribution to the economy, is forecast to fall at
an annualized rate of 1.2% over the 10 years to 2026. During the same period, Canadian GDP is forecast to rise at
an annualized rate of 2.0%. Although a decreasing IVA typically means an industry is in the decline stage of its life
cycle, IVA can be volatile and therefore should not be viewed on its own as a measure of the life cycle of the
industry. Industry growth is largely predicated on macroeconomic factors such as interest rates and housing markets
and this is generally indicative of a mature industry. Although the industry was born less than 30 years ago, the
product segments are well-defined and have not experienced much innovation. Additionally, the level of
technological change is marginal and is not expected to disrupt the industry's traditional operations, which further
supports that this industry is mature. The decline in the industry's IVA can be mainly attributed to all the recent
macroeconomic shocks, such as the COVID-19 (coronavirus) pandemic and all of the resulting adverse effects. An
economic shock of this calibre can also negatively affect future performances for many years until the economy
returns to its regular activity.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Insurance and Employee Benefit Funds In Canada

Private Equity, Hedge Funds & Investment Vehicles in
Canada

2nd Tier

Consumers in Canada

Key Selling Industries
1st Tier

Property Management in Canada

Securities and Commodity Exchanges In Canada

Real Estate Sales & Brokerage in Canada

Apartment Rental in Canada

Commercial Leasing in Canada

2nd Tier

Apartment & Condominium Construction in Canada

Homebuilders in Canada

Commercial Building Construction in Canada

Products & Services

  Real estate investment trusts (REITs) invest in a variety of property types,
including shopping centres, apartments, warehouses, office buildings,
self-storage facilities and hotels.

The industry also contains companies and trusts that specialize in the healthcare industry. Most notably, these
REITs invest, develop and operate healthcare facilities across Canada, including acute care, rehabilitation centres,
psychiatric hospitals, medical office buildings, nursing homes and assisted living communities.

The industry operates in a variety of properties, but most participants generally provide services for specific industry
segments. Additionally, some REITs limit operations to specific regions or cities to leverage expertise and limit costs.
This provides investors exposure to specific markets that they would want to invest in, as different types of
properties provide different return and risk characteristics. The breakdown of the industry's real estate assets can
vary significantly and is largely determined by the timing of the property cycle in the various markets, including real
estate prices, rental prices and occupancy rates. Given that the Canadian housing and retail sector were less
adversely affected by the financial crisis, there has not been a significant shift in the asset mix of most REITs.

RETAIL REITS

REITs invest heavily in retail property, which mainly includes shopping
centres, regional malls and freestanding retail developments.

While there has been a decline in overall brick-and-mortar retail as e-commerce continues to disrupt retail, REITs
typically invest in high-quality retail properties and usually have well-known brands rent as tenants, which reduces
risk. This segment is expected to account for 31.3% of revenue in 2021.

INDUSTRIAL AND OFFICE REITS
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Office and industrial property REITs generally focus on industrial
facilities, office buildings and mixed-use properties (e.g. industrial and
office).

This segment tends to fluctuate as a percentage of REIT revenue as industrial downstream activity fluctuates more.
This segment is expected to account for 37.6% of revenue in 2021.

RESIDENTIAL REITS

Residential property REITs specialize in apartment complex ownership
and development, including manufactured home operations.

The residential segment has been the fastest growing sector as rental rates and developments have risen during the
period. This segment is expected to account for 22.0% of revenue in 2021.

Demand
Determinants

Demand for real estate investment trust (REIT) securities is often derived
from the growth and profitability of the underlying real estate assets that
each enterprise owns.

In addition, REIT shares are often priced in relation to liabilities and leveraged ratios. High loan-to-value or coverage
ratios are often associated with mismanaged or high-risk companies. Consequently, REIT prices tend to be lower for
these securities. This trend has been particularly important as of late, due to the liquidity issues associated with the
subprime mortgage crisis.

Interest rates also play a crucial role in determining demand and value of REIT securities. Rising interest rates
generally hurt REIT prices as other investments become more attractive. Furthermore, as with bonds, REIT prices
move inversely to interest rates. If interest rates increase, the yield on a REIT security becomes less attractive
relative to other securities, which decreases demand. To increase this lessened demand, REIT prices must fall and
yields must increase. Therefore, higher interest rates lower the price of REITs and increase interest expenses. Since
interest expenses are the largest component of most REIT cost structures, interest rates can also have an adverse
effect on the profit margin.

It is also important to note that REIT demand can fluctuate with general economic cycles. The health of the overall
real estate sector is largely influenced by general economic trends, including unemployment rates, GDP growth,
retail spending and investment trends. During times of higher consumption, savings generally falls, which causes an
increase in interest rates. This, in turn, increases the interest expenses paid by REITs, but also benefits the retail
sector and those REITs tied to retail. Furthermore, higher interest rates also imply lower rental vacancy rates as it is
costlier to purchase a home, which benefits the apartment REITs. Conversely, during times of low interest rates, the
volume of mortgage loans tends to increase, which benefits the mortgage and hybrid REITs, while hurting the rental
REITs.

Major Markets

  Despite the adverse economic effects of the COVID-19 (coronavirus)
pandemic, both of the major markets are still expected to purchase real
estate investment trusts (REITs).
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  Although the price of most REITs decreased significantly during the stock market crash in 2020, many of them have
already returned to their regular selling points.

INSTITUTIONS INVESTORS

Institutional investors (excluding mutual funds) such as hedge funds,
pensions, endowments and other institutions invest in real estate
investment trusts (REITs) extensively due to their diversified income-
generating characteristics.

Additionally, given the various REITs that comprise the Real Estate Investment Trusts industry in Canada,
institutional investors invest in REITs that meet their fund's objective. For example, university endowments typically
invest in REITs that have a low-risk profile whereas the average hedge fund may seek a REIT with a higher risk-
return profile that aligns with the fund's objective. IBISWorld expects 69.0% of industry revenue to be distributed to
institutional investors in 2021.

MUTUAL FUNDS

While also representative of an institutional investor, mutual funds
represent the largest holders of REITs among institutional investors.

As with other institutional investors, mutual funds invest in REITs that align with the fund's investment objective.
Given the liquidity and income-generating characteristics of publicly traded REIT securities, REITs fit into a wide
range of investment objectives set by mutual funds and have grown in popularity as real estate markets have
exhibited growth. IBISWorld estimates 31.0% of industry revenue to be distributed to mutual fund investors in 2021.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Real Estate Investment Trusts industry in Canada largely comprises companies that own fixed real estate
assets. Consequently, there is no applicable international trade within the industry. However, the industry does
follow the globalization trend of the financial markets. For more detail on this activity, please refer to the Industry
Globalization section of this report.
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Business
Locations

  The geographical distribution of real estate investment trust (REIT) properties is largely reflective of the changes in population
distribution over the past 10 years. The Canadian population is largely concentrated in major cities, significantly more so than the
US population. Currently, the 10 largest cities in Canada are Toronto, Montreal, Vancouver, Calgary, Edmonton, Ottawa-
Gatineau, Winnipeg, Quebec, Hamilton and Kitchener-Waterloo.

Over one-quarter of the country's population lives in Toronto and Montreal, which play host to the largest portions of where
properties are located. Unsurprisingly, these two cities and the provinces they represent account for a significant portion of
industry revenue in key industry markets, especially with office space. Given the significance of the office space market to industry
operators, it follows that these two cities are key targets for industry operators.

REITs typically seek to invest in high-quality properties in locations where there are favourable population trends. Furthermore,
these properties need to have a high potential of providing attractive rental income revenue, which stems from occupancy rates.
For example, Ontario is estimated to hold 50.4% of the properties that REITs own in 2021. Much of this stems from the Toronto
metropolitan area, which has had population growth above the national average in the past few years. Furthermore, average
monthly rents are higher on average, which is attractive for REITs, as land is limited due to urbanization. Quebec is also estimated
to have a significant share, at 23.5% in 2021, as Montreal is a major market for REITs.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Canadian Real Estate Investment Trusts (REIT) industry is categorized by a low level of market share
concentration, with the top four REITs accounting for an estimated 36.2% of industry revenue. Many of the top
players have lost market share to smaller REITs entering the industry, which has slightly diluted the concentration
over the five years to 2021. However, acquisition activity from large REITs has increased, which partially dampened
the dilution from new enterprises entering the industry. Consolidation activity is expected to continue in the first half
of the next five years, as weaker enterprises seek to shore up their capital bases by merging with or selling assets to
larger companies.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Superior financial management and debt management:
A significant amount of capital and debt is used to finance property acquisitions; therefore, companies must be able
to properly manage cash flows, cash reserves and debt levels to grow and manage property portfolios.

Access to highly skilled workforce:
The ability to attract and retain key personnel is a major success factor for REITs.

Access to real estate in key locations:
Location is everything in this industry, with tenants generally paying a premium for buildings located near business
centres, transportation hubs and entertainment venues. This is especially true for REITs in the lodging segment.

Business expertise of operators:
Operators must be well equipped to find high-yielding assets in profitable sectors.

Having a good reputation:
It is important for industry operators to have a reputation for earning their clients’ high returns.
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Cost Structure
Benchmarks

  Profit

The industry's profitability, measured as earnings before interest and
taxes, is expected to decrease in 2021 as the economy continues to
battle with the COVID-19 (coronavirus) pandemic. As a result of this
pandemic, many people and businesses were not able to pay their rent
on time, thus resulting in operators' losing out on a revenue stream.
Profit is expected to account for 25.8% of revenue in 2021. The industry
profit margin is typically relatively stable as REITs typically diversify
their holdings by province and end usage. In addition, REITs typically
invest in higher quality properties as they have access to large amounts
of capital and employ experts within real estate. Regardless, any
fluctuation of the industry profit margin typically moves with
macroeconomic variables such as interest rates, demographic trends,
housing supply and growth. Many REITs have built-in rent rate
increases to hedge against poor economic conditions. These clauses
only became necessary in Canada as the decline in brick-and-mortar
retail stores has hurt commercial building construction over the past
several years.

 

  Wages

Wages account for employee costs associated with property
management, acquisition and development. Companies generally
employ highly educated individuals that are experts in the real estate
industry. As a result, employees are generally paid relatively high
wages. In 2021, wages are expected to account for 3.6% of industry
revenue.
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  Purchases

Purchases are expected to account for 2.0% of revenue in 2021.

 

  Marketing

Marketing is expected to account for 0.2% of revenue in 2021.

 

  Depreciation

The second-largest expense for REIT companies is depreciation, which
is expected to account for 9.3% of industry revenue in 2021. Under
Canadian standards, a REIT is required to charge depreciation against
real estate assets. However, the depreciation of real estate unfairly
reduces net income because real estate assets generally do not lose
value over an outlook period. Instead, prices generally appreciate.
Consequently, investors evaluating a REIT's performance often study a
company's funds from operations, which are calculated by adding back
noncash expenses such as interest, taxes, depreciation and
amortization to gross earnings.

 

  Rent

Rent is expected to account for 1.3% of revenue in 2021.
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  Utilities

Utilities are expected to account for 6.6% of revenue in 2021 and has
remained near the long-term historical average. Expenses in this
category include heat, electricity and water.

 

  Other Costs

A majority of the industry's costs are miscellaneous expenses. In 2021,
these expenses are expected to account for 51.2% of revenue. This
segment includes interest expenses, property maintenance and repairs,
in addition to miscellaneous costs. Miscellaneous expenses include
property taxes, insurance costs and legal fees. These costs have
remained relatively steady despite the credit crisis.

 

Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL COMPETITION

The Real Estate Investment Trusts (REIT) industry in Canada is expected
to have a moderate level of competition.

REITs typically compete on the basis of which properties that they acquire and manage. For example, residential
REITs may seek the same properties to purchase and may have outbid each other to acquire a property. Another
example could be acquiring tenants, especially for REITs that operate large shopping centres, which typically have
one or more well-known anchor tenants.

EXTERNAL COMPETITION

The most important basis of external competition is the investment
performance of REITs relative to other alternative investment companies
with similar risk profiles.
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One benefit of REITs is that they are considered so-called pass-through entities, which implies that they are free of
taxation at the corporate level. This means that REITs are more tax-effective relative to several other investment
alternatives.

Equity REITs, which own and operate income-producing real estate, compete with other real estate property owners
and developers. Competition is conducted based on the rent charged, attractiveness of location and quality and
breadth of services provided. REITs also compete for investor funds from the range of investment funds with
property portfolios. This includes real estate mutual funds and alternate asset managers, such as hedge funds and
private equity. Additionally, REITs compete with highly leveraged private equity groups for property purchases.
Lastly, REITs compete on the basis of financing for activities. Access to debt and equity capital resources to finance
investment strategies and acquisitions is largely based on the size, diversification and track record of the REIT.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Increasing

  The Canadian Real Estate Investment Trusts (REIT)
industry is capital intensive. REITs need to raise money to
purchase property, develop land and run operations.
Moreover, mortgage REITs need to raise capital for
lending purposes. Access to capital markets is often
restricted based on the size, diversification and
repayment history of the REIT. Thus, new entrants may
experience difficulty in obtaining adequate financing from
the capital markets in their acquisition of real estate.

The regulation of REITs forms a more moderate set of
barriers to entry. Under the federal Income Tax Act, a
REIT must be structured as a corporation, trust or
association. Furthermore, these structures must be
owned by 150-unit holders or more and have 90.0% of its
gross revenue derived from dividends, interest and
property income. The company must then pay all of its
taxable income to its unitholders in the form of dividends.
There are several other requirements, all of which expose
REITs to continuous asset and income tests.
Subsequently, REITs are also subject to a variety of other
federal, state and local environmental, health and safety
laws. These regulations are often the most difficult
barriers a company endures if it wishes to enter the
industry.

Barriers to Entry Checklist

Competition Medium  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Canadian finance sector as a whole is becoming increasingly globalized, and the Real Estate Investment Trusts
(REIT) industry in Canada is following suit. Although competition in the industry is dependent on having real estate
in key locations, many of the major players in this industry operate internationally. Nevertheless, most of the revenue
generated from international operations is marginal. One example of an operator that does business internationally
is Weyerhaeuser Company. It is expected that Canadian REITs will increasingly expand overseas for property
investment opportunities as they seek to improve investment returns while diversifying their property mix. There are,
however, ownership laws in Canada that partially limit the ability of foreign companies to operate in the country. With
the passing of the REIT Rules in 2007, a REIT cannot be established or maintained within the country if the
nonresident country owns 50.0% or more of the company. Also, Canadian REITs must hold at least 75.0% of its
property and other qualifying investments in Canada.
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Major Companies

Major Players RioCan Real Estate Investment Trust

Market Share: 12.1%

  RioCan Real Estate Investment Trust (RioCan) is the largest real estate investment trust (REIT) in Canada with over
3.9 million square metres (41.8 million square feet) of net leasable space. The company is unincorporated,
functioning as a closed-end trust under the provincial laws of Ontario. This signifies that the company has a fixed
number of shares it has distributed, with managers unable to create more for increased demand. The company is
listed and its common shares are sold on the Toronto Stock Exchange under the ticker REIT.UN. In recent years,
RioCan discontinued its operations outside of Canada, selling off 46 shopping centres in the United States.

The Toronto-based company specializes in developing and managing shopping centres, including grocery-
anchored, urban retail and mixed centres. The company has 223 retail and mixed-use properties, which includes 14
properties under development. Furthermore, the majority of these properties are outright owned by the company,
while the remaining are held by separate joint venture agreements. To avoid becoming too dependent on one retail
industry, the company invests in numerous retail formats, which reduces the risk of market crashes and provides
investors with a more stable stream of returns. This is particularly important because the company tends to focus on
major urban centres, making it receptive to city-wide changes in consumption.

A recent venture with Tanger Factory Centres Inc. (Tanger) has enabled RioCan to enter the outlet centres market,
with plans to develop several of these properties across Canada. These centres are expected to have a mix of
different designer and brand-name manufacturers that wish to directly sell their products to consumers at a
discounted price. These centres are expected to be in the mould of their US counterpart, which is a specialty of
Tanger. These developments are scheduled to be completed over the next five years.

Financial performance

Over the five years to 2021, RioCan has grown steadily, with its industry-relevant revenue increasing at an
annualized rate of 2.3% to $1.3 billion. The company has undergone both organic and acquisition-related growth. By
maintaining a high-quality portfolio, the company has been able to maintain a high level of occupancy, which permits
it to continue focusing on its rental rates, increasing rental revenue. That has been particularly effective in the
company's larger markets, where most of the focus has been on streamlining operational efficiency. RioCan's
revenue grew strongly in 2018 as it entered the residential market with its new RioCan Living brand, which has
boosted rental income. The company's operating income, measured as earnings before interest and taxes, is also
expected to rise, increasing at an annualized rate of 1.0% to reach $736.8 million during the five-year period.

 
RioCan Real Estate Investment Trust (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,133.3 N/C 699.7 N/C
2017 1,155.2 1.9 737.4 5.4
2018 1,147.8 -0.6 720.3 -2.3
2019 1,326.3 15.6 748.6 3.9
2020 1,143.7 -13.8 680.3 -9.1
2021 1,271.2 11.1 736.8 8.3

Source: Annual Report and IBISWorld
Note: *Estimates

CAPREIT

Market Share: 8.3%

  Canadian Apartment Properties REIT (CAPREIT) is an unincorporated open-ended REIT and one of Canada's
largest landlords, managing 67,500 residential properties across Canada, Ireland and the Netherlands. The trust has
focused on purchasing properties below replacement costs near major urban areas since its foundation in 1997
under Ontario's laws. The company employs 1,029 employees and generates rental income through 57,743 suites in
Canada in 2020 (latest data available). In 2020, the company earned $882.6 million in revenue (latest data
available).

Most of CAPREIT's growth has been through acquisitions of new properties rather than developing them from
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scratch. This growth strategy has been executed with the idea of geographic diversification and improving
economies of scale and operational efficiency, which has aided the expansion of the company. CAPREIT has also
focused on investing in energy conservation measures for its properties, which reduced energy costs for maintaining
properties. It has 41.0% of its residential suites in Canada based in Ontario, 18.0% in Quebec, and 9.0% in British
Columbia. Other important metrics of its portfolio include a 97.8% occupancy rate in 2020.

Financial performance

The trust has taken advantage of overall rental rate hikes, which have increased the average rental rate over the five
years to 2021. The net average monthly rent was $1,282 in 2020, an increase of 1.7% from the previous year.
Several acquisitions and solid operational management of new properties have driven the expansion of CAPREIT.
As a result, the company's industry-relevant revenue is expected to grow an annualized 7.8% to $867.4 million over
the five years to 2021. However, occupancy rates have decreased during the period due to the adverse economic
effects of the COVID-19 (coronavirus) pandemic. This decrease in occupancy rates is expected to be a direct shock
from the coronavirus pandemic, as it has been a huge financial burden to many people and businesses that rent
property. Despite the decrease in occupancy rates, the company's operating profit, measured as earnings before
interest and taxes, is estimated to grow at an annualized rate of 9.3% to reach $485.3 million during the same
period.

 
CAPREIT (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 596.7 N/C 310.6 N/C
2017 626.2 4.9 323.7 4.2
2018 655.4 4.7 342.6 5.8
2019 707.3 7.9 399.3 16.5
2020 775.7 9.7 458.8 14.9
2021 867.4 11.8 485.3 5.8

Source: Annual Report and IBISWorld
Note: *Estimates

H&R Real Estate Investment Trust

Market Share: 7.9%

  H&R Real Estate Investment Trust (H&R REIT) is an open-ended REIT, which signifies that the company is publicly
traded and capable of increasing its number of shares at its manager's discretion. This differs from industry leader
RioCan, which is a close-ended trust. The Toronto-based company is unincorporated and is listed on the Toronto
Stock Exchange under the ticker HR.UN. As of 2020, the company owns more than 3.8 million leasable square
metres (41.0 million square feet) and generates 66.9% of its rental income from Canadian properties. In 2020, the
company earned $1.1 billion in revenue (latest data available).

On April 4, 2013, the company acquired Primaris Retail Real Estate Investment Trust (Primaris), which gave it two
distinct operating segments. The first segment is referred to as the H&R portfolio and comprises offices, industrial
and retail properties across the United States and Canada. These properties are typically leased to credit-worthy
tenants as deemed by the company via long-term contracts. That segment traditionally generated the vast majority
of the company's revenue prior to 2013. With the acquisition of Primaris, the company has begun recording a
second operating segment entitled the Primaris portfolio. This segment comprises enclosed shopping centres and
multi-tenant retail plazas across Canada. These properties are exclusively involved in the retail sector and tend to
be shorter-term contracts than those in the H&R portfolio.

Financial performance

Overall, H&R REIT's industry-relevant revenue is expected to decline an annualized 2.6% to $827.4 million over the
five years to 2021. While revenue declined, much of this was due to the selling of properties as this reduced the
rental revenue from properties. For example, the company sold The Atrium, a major office and retail complex in
Toronto for $640.0 million in 2019, representing an increase of an estimated 86.0% of the purchase price in 2011.
This selloff was also evident in 2020 when the company sold off $146.5 million in property value. The company's
operating profit, measured as earnings before interest and taxes, has fared along the same lines, and is expected to
fall an annualized 1.8% to $479.6 million during the same period.
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H&R Real Estate Investment Trust (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 944.0 N/C 525.2 N/C
2017 872.0 -7.6 528.3 0.6
2018 875.4 0.4 507.8 -3.9
2019 845.4 -3.4 491.4 -3.2
2020 798.6 -5.5 461.2 -6.1
2021 827.4 3.6 479.6 4.0

Source: Annual Report and IBISWorld
Note: *Estimates

SmartCentres Real Estate Investment Trust

Market Share: 7.9%

  SmartCentres Real Estate Investment Trust (SmartCentres) was an unincorporated open-ended trust as defined by
Alberta. In 2015, Calloway REIT (Calloway) purchased SmartCentres outright and renamed itself SmartCentres
REIT, which will hence be the company's name and stock listing moving forward. As of the last report, the company
owned 3.0 million square metres (32.5 million square feet) through 167 properties such as shopping centres,
development properties and both office and industrial buildings. These properties are all located in Canada, with a
location in each of the 10 provinces and a majority being in the Ontario region. Additionally, the company primarily
focuses on the retail sector, with Walmart Inc. (Walmart) alone accounting for over one-quarter of the company's
annual revenue in 2020. In 2020, the company earned $800.1 million in revenue (latest data available).

Operationally, SmartCentres is largely focused on shopping centres. Of all the centres owned by the company, a
significant majority are anchored by a Walmart, which is the largest customer for the company. The issuance of
medium- and short-term leases is common practise for operators concentrated in the retail sector as it hedges
companies from consumer shocks. Walmart, however, has multiple renewal options, which permits the company to
extend for up to 80 years.

Prior to the acquisition, in October 2012, Calloway announced its intentions of entering a joint venture with
SmartCentres to develop a portion within the Vaughan Metropolitan Centre (VMC). The VMC property is the largest
planned concentrated business and residential community in Canada, with more than 0.6 square metres (6.0 square
feet) of leasable real estate. Although this joint venture was announced in 2012, the first building, a KPMG office
tower, has only recently been substantively committed to in 2016 and a second in spring 2017, with
PricewaterhouseCoopers and YMCA as lead tenants. In April 2015, the company announced that it would outright
purchase SmartCentres and rebrand itself. In 2018, the company added 15 properties through the acquisition of
OneREIT.

Financial performance

Over the five years to 2021, SmartCentres has continued to grow primarily through strong organic activity, such as
developing new properties and acquisition activity. As a result, the company's industry-relevant revenue is estimated
to grow at an annualized rate of 2.3% to $828.9 million over the five years to 2021. A significant competitive
advantage the company holds is its impressive occupancy rate, which is consistently over 98.0%, besides in 2020.
The decrease in 2020 is due to the COVID-19 (coronavirus) pandemic, which created many challenges for anyone
that rents property for personal or business use.

In addition to rental rate increases, the company has made several notable mergers and acquisitions over the past
five years. The announcement of the SmartCentres venture corresponded with a 10.6% hike in industry revenue.
This shows a continued commitment to the retail sector, which continues to thrive under favourable consumer
conditions. In the coming years, the VMC is expected to drive growth, as the company realizes returns associated
with its development. As a result of the continued growth, the company's profit margin, measured as earnings before
interest and taxes, is expected to increase an annualized 1.8% to $520.7 million over the five years to 2021.

 
SmartCentres Real Estate Investment Trust (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 739.3 N/C 476.3 N/C
2017 754.6 2.1 490.8 3.0
2018 803.0 6.4 517.6 5.5
2019 822.2 2.4 524.6 1.4
2020 800.1 -2.7 481.7 -8.2
2021 828.9 3.6 520.7 8.1

Source: Annual Report and IBISWorld
Note: *Estimates
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Real Estate Investment Trusts (REIT) industry in
Canada requires a large amount of capital to finance its
activities, making it highly reliant on capital. For every
$1.00 spent on wages, $2.56 is spent on capital. The
industry's investment requirements are largely dependent
on the type of REIT that is being analyzed. Equity REITs
directly own and operate various real estate assets where
high levels of capital are needed to buy property, develop
properties and refurbish buildings. Mortgage REITs do not
have any direct interest in real estate holdings, but instead,
lend money to real estate owners and operators, or extend
credit indirectly through the acquisition of loans or
mortgage-backed securities (MBSs). As a result, capital is
needed for lending purposes and for investments in various
MBSs.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Very High Innovation
Concentration

Very Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Medium Ease of Entry Potential A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Medium Rate of Entry Potential Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Very High Market
Concentration

Very Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

The Real Estate Investment Trusts (REITs) industry in Canada competes with
other funds and investment vehicles that offer investors returns for their
capital.

As a result, technological advancements that drive the growth and improve the performance of alternative funds are
technological disruptors of the industry that drive away investment from REITs. Mutual funds, hedge funds and other trust
funds offer attractive returns that compete with real estate investments. As a result, technological advancements in trading
algorithms and investment technology that lead to the improvement of returns on investment are all potential disruptors of
the industry. The industry is not particularly exposed to disruptions from the real estate sector itself since REITs can invest
in all segments of the sector and shift their capital allocations as they deem fit.

The level of technology change is    Low

  Technology is used to manage back-office functions, including accounting,
bookkeeping and operations.

The industry has benefited from the improvements in technology associated with storing, processing and accessing
information. Automated services associated with accounts receivable have improved collectivity rates. The improvements in
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technology have also lowered costs associated with processing payments and analyzing data. This technology is useful in
improving the bottom line of companies during periods when organic growth becomes somewhat limited. This trend is
expected to continue, especially as technology systems decrease in value. However, technology costs are still relatively low
in proportion to total industry expenditures.

Revenue
Volatility

The level of volatility is    Medium

  Revenue volatility is largely affected by general economic conditions and
shifts in the real estate market.

Overall stability over the five years to 2021 has kept revenue volatility at low to moderate levels, with rental income growing
steadily. Industry revenue is mainly generated by rental income, interest income and capital gains. During times of
economic growth, real estate assets appreciate and rental income rises. Rental prices are largely dependent on the value
of underlying real estate assets and occupancy rates. Strong asset values and occupancy rates lead to higher rental
income due to the basic economic principles of supply and demand. At the same time, capital gains improve when real
estate investment trusts (REITs) are able to sell property at a premium to the original purchase price.

Industry revenue is largely stable on a year-to-year basis due to its reliance on rental income, which is locked up by lease
agreements. Leases help maintain a steady stream of income due to the length of the contracts. Leases generally range
from one year to 25 years depending on whether the property is residential or commercial. A decline in economic activity,
however, lowers rental income over time due to the decrease in demand for both residential and commercial spaces.
Residential demand decreases during economic downturns because more individuals move in with roommates to cut down
on living expenses. Demand for commercial space declines as companies downsize or go out of business. Revenue
volatility has increased over the five years to 2021, mainly due to the adverse economic effects of the COVID-19
(coronavirus) pandemic, which caused many people to lose their jobs and made it difficult for consumers and businesses to
continue paying their rent.

This segment does not focus on REIT share prices. REIT market capitalization and security pricing are more volatile than
industry revenue. This is mainly due to the liquidity of the securities market and its reliance on investor sentiment toward
the industry and the economy. The market performance of REIT securities is also dependent on long-term interest rates.
Lower long-term rates improve REIT returns compared with other forms of investment, increasing demand for REIT shares
and, more importantly, lowering the cost of funds. Conversely, high interest rates generally decrease the relative return
associated with REIT securities, which decreases share prices and investor demand.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

In Canada, real estate companies and developers that are qualified as real
estate investment trusts (REITs) under the REIT rules are governed by the
federal Income Tax Act (ITA).

Typically, REITs are structured to qualify them as mutual fund trusts (MFTs) under the ITA. If the trust files as an MFT by
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the end of the 90th day of the new taxation year, it will qualify as an MFT for the year. REITs are also subject to various
organizational and operational requirements to retain their REIT status. They must derive at least 90.0% of their gross
income from rents or mortgage interests and at least 75.0% of their total investment assets must be in real estate. These
organizations must distribute at least 90.0% of taxable income. If the company wishes to avoid paying corporate federal
income taxes, it must distribute 100.0% of taxable income.

If an organization fails to qualify as a REIT in any taxable year, the organization will be subject to federal income tax on
taxable income at regular corporate tax rates. Even if the organization qualifies for taxation as a REIT, it may be subject to
provincial and local income taxes and to federal income tax and excise tax on its undistributed income.

In 2007, the government passed the REIT Rules with the goal of strengthening the REIT market. In 2012, these rules were
worked upon further by Canada's Department of Finance, which were included in the Technical Amendments Act of 2012.
Collectively, these rules stipulate that REITs are now able to own up to 100.0% of the stock of a taxable REIT subsidiary.
The act also lowered the distribution requirement of REITs from 95.0% of funds from operations to 90.0%. REITs benefit
from this because each company is now permitted to retain a greater portion of its earnings for investment by allocating a
portion of income to the subsidiary. However, transactions between a REIT and the subsidiary must be conducted on an
arm's length basis or there will be a 100.0% excise tax imposed on the exchange. An arm's length transaction refers to a
transaction between two related or affiliated parties that is conducted as if they were unrelated so that there is no
appearance of a conflict of interest.

Industry
Assistance

The level of industry assistance is    Low and the trend is Steady

The industry receives no subsidies or other special treatment from the
government.

However, real estate investment trusts (REITs) can avoid business tax by distributing its taxable income to its investors.
Rather than considering it industry assistance, it is more correct to classify it as an industry requirement.

The industry also garners support from the Real Property Association of Canada (Real PAC). The Real PAC provides
various resources for its members and for those seeking more information on REITs. Additionally, the National Association
of Real Estate Investment Trusts (NAREIT) provides resources for its members, and despite being based in the United
States, the association states that its support is not limited to the United States but rather focuses on REITs and other
global businesses that own, operate and finance income-producing real estate.

In addition, due to the COVID-19 (coronavirus) pandemic, the industry is expected to receive governmental aid to help keep
operators afloat. The Canada Emergency Wage Subsidy (CEWS) plan is one of many coronavirus relief programs that
attempts to aid operators. The CEWS will assist operators by covering 75.0% of an employee's wages and aims to enable
companies to rehire employees to avoid layoffs. Additionally, this industry is expected to benefit from the Large Employer
Emergency Financing Facility (LEEFF), which is expected to provide bridge financing to large domestic employers.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Value of
Residential

Construction
($b)

2012 7,626 3,548 36.0 26.0 2,303 N/A N/A 200 N/A 130
2013 8,040 3,788 43.0 31.0 2,774 N/A N/A 244 N/A 129
2014 8,401 3,971 48.0 34.0 3,155 N/A N/A 267 N/A 132
2015 8,724 4,154 51.0 36.0 3,442 N/A N/A 306 N/A 137
2016 9,163 4,359 54.0 37.0 3,689 N/A N/A 335 N/A 142
2017 9,214 4,329 58.0 40.0 3,819 N/A N/A 351 N/A 145
2018 9,388 4,257 62.0 43.0 3,901 N/A N/A 353 N/A 143
2019 10,008 4,751 68.0 47.0 4,188 N/A N/A 383 N/A 143
2020 9,639 4,137 68.0 47.0 3,927 N/A N/A 352 N/A 148
2021 10,464 4,049 73.0 51.0 4,230 N/A N/A 380 N/A 171
2022 10,893 4,093 77.0 54.0 4,418 N/A N/A 397 N/A 171
2023 11,130 4,176 81.0 56.0 4,548 N/A N/A 408 N/A 175
2024 10,559 3,913 82.0 57.0 4,451 N/A N/A 397 N/A 178
2025 10,461 3,857 84.0 59.0 4,471 N/A N/A 397 N/A 181
2026 10,481 3,853 87.0 61.0 4,520 N/A N/A 401 N/A 184

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Value of
Residential

Construction
(%)

2012 2.44 2.23 12.5 8.33 11.3 N/A N/A 8.23 N/A 5.70
2013 5.42 6.75 19.4 19.2 20.5 N/A N/A 22.2 N/A -0.39
2014 4.49 4.84 11.6 9.67 13.7 N/A N/A 9.34 N/A 1.93
2015 3.84 4.60 6.25 5.88 9.09 N/A N/A 14.7 N/A 3.87
2016 5.03 4.93 5.88 2.77 7.17 N/A N/A 9.57 N/A 3.58
2017 0.55 -0.70 7.40 8.10 3.52 N/A N/A 4.59 N/A 2.47
2018 1.88 -1.66 6.89 7.50 2.14 N/A N/A 0.57 N/A -1.52
2019 6.60 11.6 9.67 9.30 7.35 N/A N/A 8.47 N/A -0.21
2020 -3.69 -12.9 0.00 0.00 -6.24 N/A N/A -7.92 N/A 3.78
2021 8.55 -2.13 7.35 8.51 7.71 N/A N/A 7.86 N/A 15.1
2022 4.10 1.06 5.47 5.88 4.44 N/A N/A 4.36 N/A 0.41
2023 2.17 2.03 5.19 3.70 2.94 N/A N/A 2.82 N/A 1.92
2024 -5.14 -6.31 1.23 1.78 -2.14 N/A N/A -2.75 N/A 1.83
2025 -0.93 -1.43 2.43 3.50 0.44 N/A N/A 0.17 N/A 1.85
2026 0.18 -0.11 3.57 3.38 1.09 N/A N/A 0.90 N/A 1.76

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 46.5 N/A N/A 3,311 2.62 64.0 86,713
2013 47.1 N/A N/A 2,898 3.03 64.5 87,960
2014 47.3 N/A N/A 2,663 3.18 65.7 84,564
2015 47.6 N/A N/A 2,535 3.51 67.5 88,902
2016 47.6 N/A N/A 2,484 3.66 68.3 90,892
2017 47.0 N/A N/A 2,413 3.81 65.8 91,830
2018 45.3 N/A N/A 2,407 3.76 62.9 90,413
2019 47.5 N/A N/A 2,390 3.82 61.6 91,356
2020 42.9 N/A N/A 2,455 3.65 57.8 89,712
2021 38.7 N/A N/A 2,474 3.63 57.9 89,835
2022 37.6 N/A N/A 2,466 3.64 57.4 89,769
2023 37.5 N/A N/A 2,447 3.66 56.1 89,666
2024 37.1 N/A N/A 2,372 3.76 54.3 89,104
2025 36.9 N/A N/A 2,340 3.80 53.2 88,862
2026 36.8 N/A N/A 2,319 3.83 52.0 88,695

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

REALPAC
http://www.realpac.ca

Choice Properties REIT
http://www.choicereit.ca

National Association of Real Estate Investment Trusts
http://www.reit.com

Statistics Canada
http://www.statcan.gc.ca

Industry Jargon EQUITY REIT
A company that actually owns or operates its real estate investments.

FUNDS FROM OPERATIONS
A measurement used to define cash flow from operations for REITs calculated by adding depreciation and
amortization expenses to earnings.

HYBRID REIT
A company that generates income from equity and mortgage operations, specifically rent, capital gains and interest.

MORTGAGE REIT
A company that provides real estate mortgages to real estate developers and owners.

MORTGAGE-BACKED SECURITIES
An asset-backed security or debt obligation that is secured by a mortgage or collection of mortgages.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.
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IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.
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