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Home prices rise
on building costs

Developers paying more for land and materials

BY DERRICK PENNER
VANCOUVER SUN

Vancouver’s soaring new home
prices are being mainly driven by
escalating construction costs, a
factor that is increasing the risks
that developers assume, a real
estate market research firm says.

Jennifer Podmore, managing
partner of MPC Intelligence, said
consumers should realize the
prices developers charge closely
relate to what it costs to build
them, rather than market
demand.

“It means if they’re paying
more for land and more for con-
struction, their return margins
are the only thing [that can]
shrink,” Podmore said.

“They’re still making a healthy
profit, it’s still worth it for them
to build,” she added, but devel-
opers will start to take more time
before deciding to buy land and
nail down construction costs
before starting new projects.

Podmore said the quantity-sur-
vey firm BTY Group estimated
that overall construction costs
increased eight per cent in 2005
in the Lower Mainland.

However, some individual
components of that figure
increased by much more. Pod-
more said window and curtain-
wall construction costs increased
10 per cent and the prices for
concrete form work escalated a
whopping 35 per cent.

Michael Audain, chairman of

Polygon Homes Ltd., said his
firm has shaved points off its
profit margin to accommodate
increasing costs, though he
wouldn’t reveal what Polygon
“considers an acceptable margin”
to be.

Audain added that Polygon has
also lost out on bids for develop-
ment sites because its equation
for construction costs, plus land
costs, plus profit margin equalled
a selling price that was too high.

“I've never known a time since
I've been in business when it has
been so difficult to forecast what
your costs are likely to be six-12
months out,” Audain said.

Audain added that with crude
oil hitting prices over $70 US a
barrel, which will increase the
prices of petroleum-derived
materials and transportation
costs, he doesn’t believe estimat-
ing costs will get any easier any-
time soon.

Bosa Development Corp. is
currently building only one
development in Vancouver, but
Eric Martin, the company’s vice-
president, development, said he
is not unfamiliar with the cost
and price squeeze.

“Prices are plateauing, [but]
costs keep going up and margins
are shrinking,” Martin said.
“That’s exactly what’s happening.
It’s very similar to other markets
we’re working in.”

Martin added that the situation
is also similar to the early 1990s.
In the late 1990s, Martin said

Bosa stopped building in the
Vancouver market for three years
because costs would have
exceeded profit.

Hani Lammam, vice-president
for Cressey Development Corp.,
said his firm has seen even more
dramatic increases in costs, such
as an almost 50-per-cent rise in
concrete form work in the last 12
months.

However, Lammam also
believes the steepest of increas-
es could be behind the develop-
ment sector as construction
prices, particularly labour, have
caught up with the market.

“Construction trades went

through a very long period of
lean times [when] they were just
paying the bills,” Lammam said.
“Now they’re making some mon-
ey.)’
Lammam added that Cressey
hasn’t reduced its profit margin
on any projects because the
market has been strong and it
locks in its costs before going to
the market. The company would
not proceed with a project, he
said, if it couldn’t achieve its
margin.

Lammam doesn’t believe
prices can go much higher either
because “we are reaching the
limits of affordability.”

Audain added that the lack of
affordable housing for younger
and first-time buyers could limit
the region’s economic growth
potential.
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Contract talks

start early at
Highland

BY MICHELE YOUNG

KAMLOOPS — Contract talks
between Highland Valley Cop-
per officials and the union rep-
resenting its 782 workers have
started earlier than usual at a
time when profits are huge.

Richard Boyce, president of
Steelworkers Local 7619, said
Monday he expects negotiations
will be affected by the prices of
copper, molybdenum, gold and
silver — all of which are thriv-
ing.
“We’re hopeful were going to
get a really good deal,” he said,
adding the mine near Logan
Lake made more than $600 mil-
lion last year for Teck Cominco.

“Today, with copper being
what it is, were actually making
close — after all the bills are paid
— $2 million in profit every 24
hours.”

The collective agreement
expires at the end of September.

The next negotiation session
is expected in late April or early
May.

“The company invited us to
come to the table and reopen the
process early.”

The current contract, reached
three years ago, saw negotiations
begin in August and end in a
deal six months later. But even
that was a far cry from 1999,
when Highland Valley laid off
workers for four months as a
result of dismal copper prices.

Canadian Press

Chartwell expands

housing interests
in Canada, U.S.

Chartwell Seniors Housing Real
Estate Investment Trust is spend-
ing $316 million on acquisitions and
development projects in Canada
and the United States, including
enhancing its position as B.C.’s
largest operator of seniors resi-
dences with a $25.9-million pur-
chase of the remaining 50-per-cent
interest in Langley Gardens and
Village Square.

Chartwell said Tuesday it will
expand the size of its property
portfolio by 3,387 suites by acquir-
ing interests in 25 sites in Canada
and the United States and expand-
ing two existing facilities, develop-
ing a new independent-living site
and adding a third-party manage-
ment deal.

The REIT’s share of the price of
the acquisitions is about $295.3 mil-
lion while the development pro-
jects and mezzanine financing total
$20.9 million.

The trust later announced plans
to raise $185 million in a bought
deal to help finance the acquisi-
tions, issuing 13.3 million units at
$13.90 each. It expects to close the
financing May 9.

“With these announcements, so
far this year we have added over
3,400 suites to our growing portfo-
lio, and the REIT is over halfway to
achieving its stated goal of invest-
ing $625 million in new acquisi-
tions for the year,” Stephen Suske,
vice-chairman and president, said

in a release.

“In addition, these transactions
are expected to be accretive to dis-
tributable income per unit,
enhance the value of our property
portfolio and will be readily
absorbed by our strong operating
platforms.”

Dominion Bond Rating Service
noted Tuesday that the acquisitions
will eventually increase Chartwell’s
portfolio of owned and managed
suites by 17 per cent, bringing it to
a total of 23,222 suites.

“These transactions represent
positive developments that are fac-
tored into DBRS’s current ratings
as part of the ongoing growth ini-
tiatives at Chartwell,” the rating
service stated.

“The transactions improve the
diversity of properties and scale of
operations, which should continue
to enhance cash flow stability look-
ing forward,” it added.

Chartwell, along with joint-ven-
ture partner ING Real Estate Aus-
tralia, is expanding its U.S. portfolio
of seniors housing properties by
acquiring two portfolios of high-
end, retirement homes in the Unit-
ed States.

The portfolios, costing the part-
ners a total of $308.2 million US,
comprise 2,183 suites at 12 sites
located in Ohio, Florida, Virginia,
Colorado, Michigan, Tennessee,
Alabama and Oklahoma.

Canadian Press

Too much
information

Data collected from
the Atlas detector
would fill 4.5 million
CDs a year, a stack
that would be 10 CN
Towers high.

The ATLAS Data '
Centre, a $10.5-

million ultra-
sophisticated o
computing facility
will be housed at
TRIUMF, the
national
laboratory for
particle and
nuclear physics in
Vancouver. It will
analyse data from
the ATLAS project
at CERN'’s Large
Hadron Collider
facility in
Switzerland. The
most powerful _
and sophisticated
particle 4
accelerator in the
world, it is
capable of
reproducing Big
Bang-like
conditions by
smashing
particles
together
that have
been
accelerated
to velocities
just shy of
the speed of
light. A
central part
of the LHC
facility will
be the

ATLAS
detector, an
instrument
engineered
to measure
the after-
effects of
those
collisions.
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Universities
here join in
massive
experiment

BY GILLIAN SHAW
VANCOUVER SUN

consortium of Canadian universities led by
Simon Fraser University is playing a key
role in what is being billed as the biggest
science experiment in history.

Central to Canada’s participation in the project

a national laboratory for particle and nuclear
physics established in Vancouver that is owned
and operated by a consortium of Canadian uni-

The data centre will be among 10 Tier-1 facili-
ties that will be analysing and storing data gener-

ried out at the CERN labs in Switzerland.
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enough to fill 4.5 million CDs a year.
“It is an enormous amount of data, we have nev-
er analysed this much data,” said Mike Vetterli, a

“This is a coup for Canada, we are one of only 10
of these sites worldwide.”

Other Atlas Tier-1 sites will be in the United
States, the United Kingdom, Germany, France, the
Netherlands, Italy, Spain, Taiwan and a federation
of Scandinavian countries.

unprecedented proportions, Vetterli said the pro-
ject is creating the biggest computing grid for

Web, Vetterli said the grid is at the stage the Web
was in the early *90s. The grid allows links among

from now it will impact the way large-scale com-
puting is done, just as the Web revolutionized the
global sharing of information.

“It is certainly the beginnings of its deployment
on a worldwide scale,” he said.

the University of British Columbia, Carleton Uni-
versity, McGill University, Université de Montréal,
the University of Toronto, the University of Vic-

Installation at the Tier-1 centre is scheduled to
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This story can be heard online
after 10:30 a.m. today at
www.vancouversun.com/readaloud.

Pattison Group first to benefit in DaimlerChrysler overhaul

BY CHRIS VANDER DOELEN

A major overhaul of Daimler-
Chrysler Canada Inc. will result in
the first Chrysler stores for the
Jim Pattison Group, the largest car
dealer in British Columbia, with
15 stores.

Two new B.C. Chrysler dealer-
ships are being built by the Patti-
son group, including one in Sur-
rey and one in a community yet to
be announced.

Altogether there are going to be

fewer Chrysler dealers in Canada
in the future, but they’re going to
be bigger, more modern and sell
more cars than the current stores,
DaimlerChrysler Canada Inc.
president and chief executive offi-
cer Steven Landry said Tuesday.

The company wants to reduce
its 476 stores, some of which date
back 80 years, to a time when they
had only two competitors — Ford
and General Motors.

Last year, Chrysler dealers
invested $50 million of their own

money building new stores and
upgrading old ones. This year,
they have already spent $26 mil-
lion and Landry expects them to
invest up to $75 million on 31 sep-
arate projects approved so far.

Special attention is being paid
to stores in large urban areas, such
as Toronto and Vancouver, where
the bulk of sales take place.

With national sales up six per
cent in the first quarter, the new
Dodge Caliber already a sales hit
and nine more new vehicles ready

to pop out of a richly loaded prod-
uct pipeline, DaimlerChrysler
Canada Inc. is feeling pretty good
about its prospects these days.

But some of the work still ahead
for the company includes improv-
ing service for consumers, an
ongoing upgrade of its national
dealership network, and increas-
ing the size and quality of its
stores, Landry said in an inter-
view.

Nationwide, only a couple of
dealers remain in financial trou-

ble, down from a dozen a few
years ago. Eighty-eight per cent of
the national dealer network is
now profitable, up considerably
from years past when Chrysler
was restructuring and short of
new product.

Most dealerships now earn
between a one-per-cent and 1.5-
per-cent return on sales, Landry
said. The goal for financial health
and a vibrant dealership is 1.5 per
cent, although a lucky few earn
more.

Financial health is crucial for
dealerships so they are able to
provide customers with the level
of service head office expects
them to. But with interest rates
heading up, dealership carrying
costs are rising, and Landry said
his team is keeping a close eye on
the struggling stores.

“Some dealers are spending
more on advertising and more on
carrying costs than we’d like them
to,” he said.

CanWest News Service

Star
Certified

Pre-Owned by Mercedes-Benz

Can’t see the difference?

Only the Star Certified vehicle comes with these great features:

¢ 150-point certification inspection
e Warranty up to 6 years or 120,000 km

¢ 24-Hour Roadside Assistance

* Only Mercedes-Benz original replacement parts

* Complete service history

¢ Online search with e-notification at www.starcertified.ca

Buy with confidence at a Mercedes-Benz dealership.

STAR CERTIFIED
PRE-OWNED
VEHICLES

FINANCING
STARTING FROM

2.9%

FINANCING PROVIDED BY

Mercedes-Benz Financial

@

Mercedes-Benz

© 2006 Mercedes-Benz Canada Inc. *2.9% financing available on Model Year 2001-2004 Star Certified vehicles for up to 36 months. Finance example: $20,000 at 2.9% per annum equals $580.74 per month for 36 months. Cost of borrowing is $906.75, for a total obligation of $20,906.75. Down payment may be required. Licence, insurance, taxes, registration and PPSA are extra. Dealer may sell for less.



