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Is Saskatchewan Farmland Over-priced?
Saskatchewan farmland values have increased significantly over the past decade. With values at
an all-time high, it inherently begs the question, are Saskatchewan farmland values in a bubble?
I believe you need to look at more than just a dollar per acre metric to consider that.
Farmland Value to Average Crop Receipts (per acre)
The following graph shows the average market value of farmland relative to the average dollar of
crop receipts that acre generates. It is somewhat comparable to a price-to-earnings ratio analysts
use to measure relative value of a stock. The lower the ratio, the more income is generated
relative to the value of an acre. Saskatchewan farmland currently trades at approximately half the
ratio of what Canadian farmland does and roughly one third the ratio of what Ontario farmland
does. In other words, to purchase an acre that can generate $500 of income will cost approx.
$3,750 per acre in Saskatchewan whereas equally productive soil in Ontario will cost $11,250 per
acre. It is also interesting to note that when considering this metric, Saskatchewan farmland
values are currently at the same ratio/strength they were in 2004 and 1992 but less than they
were in 1984. Although the absolute dollar amount is at an all-time high, relative value has
remained reasonably stable and constant.

If Saskatchewan farmland is over-priced, it is not nearly as over-priced as the rest of the country.

Saskatchewan’s Ag Real Estate Professionals
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Acres of Expertise.
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Spotlight On: Saskatchewan Hospital
By David Fortier, Owner, Fortier Mattila Appraisals Inc.
A project 100 years in the making, the new
Saskatchewan Psychiatric Hospital in North
Battleford is complete.

The original Saskatchewan Hospital was
constructed between 1911 and 1913 opening in
February of 1914. It was the first mental health
hospital constructed in the province, as prior to that
patients were sent to Manitoba. At that time the
hospital was very advanced and was considered
one of the better hospitals in North America for the
treatment of individuals with mental illness.
The new building is located in the Parsons
Industrial Park on the eastern edge of North
Battleford along the North Saskatchewan River.
The building has abundant natural light and
exceptional views of the river valley. Patients will
now have their own rooms when in the past they
had previously shared with 2 to 4 people.

By the Numbers
Building Cost: $222 Million (SK Government)
Equipment & Furnishings: $8 Million (Donations)
Construction Cycle: 38 months start to finish
Building Size: 410,000 Sq.Ft.
Beds: 188 Psychiatric Rehabilitation
96 Offenders w/ mental health concerns
284 Total
Bathrooms: 112
Gathering Spaces: 16
Dining Areas: 11
Average Length of Stay: 18 months
Average Patient Age: 34 years old
# of Staff at the new hospital: 550 Projected
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Other building highlights include: A large indoor
gymnasium, sweat lodge, music and art therapy
centre, outdoor gardens, workshop, internet cafe,
onsite health clinic, outdoor recreational areas, and
three community re-integration homes to assist
patients in regaining their independence.

Did you know?
• 20% of Canadians experience a mental health
problem or illness in any given year
• More than 1/3 of Canadian adults had at least
one family member with a mental health problem
• 1 in 2 Canadians have experienced a mental
illness by the age of 40
For Province wide Professional Mental Health
Support (Call 811)
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What is the Relationship Between Cap Rates & Interest Rates?
There is correlation between the two however, it is not always as close as one would think. Look
at this graph going back to 2002:

Note: Because commercial mortgage rates can vary significantly over such items as property sector, loan to value and
borrower covenant, we’ve chosen to illustrate the Canadian Chartered Bank prime lending rate in this graph.

You can see between 2009 and 2018 there has been relatively little movement in the prime rate
but large fluctuations in cap rates.
One might think the correlation would be greater!
You may be thinking; I’ll bet if we graphed the vacancy rate in each sector we’d see a greater
correlation. You’d be somewhat right, however the trend between capitalization and vacancy rates
seem to run together for a period of time, then suddenly veer off in opposite directions. Vacancy
rates in each sector can vary quite dramatically at any given time (currently retail is 3.2 per cent,
industrial is 6.9 per cent and office is 17.7 per cent).
The two other main factors that affect cap rates are investment product supply and demand, as
well as investor confidence (which is obviously tied to overall regional economic conditions). The
fact is that each of these economic elements play a part in the cycles illustrated in the graph.
When, in recent history have we seen the greatest spread?
In an earlier post, I referenced “cash on cash” return. The benefits of this calculation can increase
exponentially as the spread between cap and interest rates become wider. Take a look at the
spread in 2002. The prime lending rate was 3.75 per cent while the cap rate between the four
sectors illustrated averaged 11.5 per cent. Those were the days when we saw cash on cash rates
of over 30 per cent. Will we ever see a return to that kind of market spread? I would run from the
advisor who states he can answer that question.
In 1981, mortgage rates were at 22 per cent. I was betting it wise to lock in for five years because
economists were predicting it would rise to 28 per cent. It did not; 22 per cent was a short-time
high. I learned a valuable life lesson at that point in time. We are now in increasingly complex
times. Economists for the most part have proven the inability to accurately forecast the long game.
Early in 2019 we will be publishing semi-annual investment reports that will dig deeper into this
topic. We invite your input. Let us know what specific commercial real estate analysis would be
beneficial to support your investment decisions.
B.N. (Barry) Stuart
Managing Partner
Senior Sales Associate
ICR Commercial
barry.stuart@icrcommercial.com
Ph: 1-306-664-6116 Fx: 1-306-664-1940
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In the News: Canadian Oil
By David Fortier, Owner, Fortier Mattila Appraisals Inc.
Worldwide there are over 300 benchmark crude oil streams, with one of the most common
referenced being West Texas Intermediate (WTI). In Western Canada, Western Canadian Select
(WCS) is Canada’s largest commercial heavy oil stream. Since WCS is much heavier than WTI
(which a light oil) and WCS is further away from main markets, WCS is priced at a further discount
to WTI. The following table compares Canadian Oil Streams to world benchmarks:

Source: Oilsandsmagazine.com

The price for West Texas Intermediate (WTI) dropped from $115 (US Dollars per barrel) in mid
2014 bottoming out around $30 in January 2016, and is currently closer to $60. However, in 2018
the price differential between WTI and Western Canada Select has become more of a concern.
As per industry experts the reasoning behind the decreased value of WCS is:
-

US refinery outages, which had a prolonged maintenance shutdown lasting over 2 months
Pipeline bottlenecks resulting in higher shipping costs by rail
New marine fuel standards
Rapid growth in oil output from US shale
Rising domestic oil sands production

Source: Oilsandsmagazine.com
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Beyond interest rates: 4 factors to consider when
shopping for a business loan
When you’re looking for a business loan, the interest rate is going to be a key consideration. But it’s
important to negotiate a loan that fits you and your business needs. Here are other issues to consider:
1. Loan term
How long a loan term is the lender willing to offer? Longer terms mean higher borrowing costs and that may
be an expense you want to incur in case you run into cash flow problems.
2. Loan size
The percentage of your project’s cost that your lender is willing to finance will determine your own
investment. It may make sense to diversify your lending relationship with a second bank.
3. Flexibility
Have a frank discussion with your banker about what would happen if you were unable to make scheduled
loan repayments. Find out if your bank would let you temporarily suspend principal repayments, if needed.
4. Collateral
You should know what assets you risk losing in case of a default, including personal assets.

An asset as security
The bank will almost always want collateral, which can include your accounts receivable, pledges and liens
(equipment and other fixed assets), inventory, real estate, personal guarantees and third-party guarantees.
Many of these considerations have to do with protecting your company’s everyday cash—ensuring you can
continue to fund the day to day operations of your company.
For more tips, download your free copy of our eBook How to get a business loan: A guide to preparing a
winning loan request
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Saskatoon Residential Market Update – December 2018
By Norm Fisher, Broker/Owner, Royal LePage Vidorra
As we enter the final month of 2018, it’s clear that we are wrapping up the fourth consecutive year
of declining unit sales for the residential real estate market in Saskatoon. Home sales found their
peak in 2014 when the number of local trades reached 4550. My best research suggests that this
year’s number will come in around 3425 units, a 25 percent decline from the peak year just
highlighted. On a brighter note, the 2018 decline will be the most modest decline recorded in four
years (roughly 2.5 percent) giving some people hope that the market may be reaching the end of
this downward cycle.
The number of homes available to Saskatoon home buyers through the multiple listing service®
has been moderating slowly over the past year. As I wrap up this update, there are 1717
residential properties showing an active status on the system, the smallest number for this time
of year since 2014. There were roughly 1850 homes for sale on the system a year ago. The
majority of the declines can be seen in the single-family home category. Condominium inventory
remains stubbornly high, roughly even with levels recorded last year.
The most challenging segment of the market is condominiums. Eager developers, seeking to take
advantage of brisk sales activity experienced between 2011 and 2014 over-estimated potential
and left the city with a massive over-supply that has yet to correct itself. High inventory, coupled
with waning demand has ushered the price of a Saskatoon apartment considerably lower.
According to the MLS® Home Price Index, a benchmark Saskatoon apartment that sold for
$210,000 in mid-2015 will now trade for $180,000 (a 14 percent decline). By comparison, the
benchmark Saskatoon single-family home has slipped to $312,600 from $329,500 (roughly five
percent drop) over the same period of time.
New home builders have seen a tougher slug in 2018 than they’ve experienced in years. The
Saskatchewan government chose to implement the provincial sales tax on new homes adding
$20,000 to the price tag for a typical new detached home. This change coincides with tougher
mortgage qualification rules, and by rising interest rates, both of which have reduced the final
amount that most buyers can afford to spend. Even though rate hikes have been light, they have
brought a 30 percent increase to the monthly mortgage payment, further limiting the buyer’s ability
to qualify.
Home buyers and sellers should be aware that while “the market” is experiencing a clear
downturn, it’s important to understand that every housing type and price category is different.
There are areas of the city in which moderately priced single-family homes see a good balance
between supply and demand, and therefore, prices are quite stable. An apples to apples
comparison is essential to understand the value of the property you are buying or selling.
Norm Fisher is broker/owner of Royal LePage Vidorra, Saskatoon’s first virtual real estate
brokerage. He monitors and writes about Saskatoon’s residential real estate market regularly on
his blog at www.normfisher.com.
Norm Fisher, Royal LePage Vidorra
112-310 Wall Street, Saskatoon, Saskatchewan, S7K 1N7
Local calls or text: 306.241.6676 | Toll-free: 1.888.978.6676
Email: norm@teamfisher.com
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1422-109th Street, North Battleford
$184,900

Renovated raised bungalow with finished basement, single detached garage. Excellent
opportunity for investors, first time home buyers or buyers looking to have rent pay their mortgage!
The main floor unit is 2 bedrooms and has its own laundry. There is a spacious living room and
kitchen. The basement has a 2 bedroom unit and a studio unit, laundry/utility room with large
windows throughout. There's are two furnaces, both recently replaced, two separate laundry
areas, 2 panel boxes and most flooring and paint throughout has just been replaced. Units could
rent for $1,100 on main, $900 for basement and $700 for studio suite. Click HERE for more!
SK737745
$184,900 (reduced from $189,900)
Raised Bungalow w/ 2 basement suites
1968
1,120 Sq.Ft.
1,120 Sq.Ft. – Fully Finished with 2 basement suites
Main Floor = 2 bedrooms + large laundry room
Basement = 2 bedroom suite, 1 bedroom suite,
utility/laundry
Beds / Baths 5 bedrooms, 3 bathrooms
Garage
Single detached
Extras
Fence, garage door opener,
3 x fridge, stove, new flooring, metal roof, new furnaces
MLS#
Asking Price
Type
Year Built
Sq.Ft
Basement
Layout
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Battleford Mini-Storage
Owned by Fortier Mattila Appraisals Inc.

Location
461 – 16th Street West, Battleford, SK (Po Box 3098) - GPS: 52.731020,-108.316465
Just off Highway #4 (1 block or 220 meters off the Highway) in the Battleford Industrial Park.
From Downtown Battleford (2 minutes)
From Parsons Industrial Park (8 minutes)
From Battle Springs (2 minutes)
From Kildeer Park (9 minutes)
From Westpark (3 minutes)
From Fairview Heights (9 minutes)
From Downtown North Battleford (7 minutes)
From Jackfish/Murray Lake (33 minutes to Cochin)

Security
On-site Management: newly constructed site management office open 8:30 AM – 5 PM Monday-Friday
Fence: 2 acre lot surrounded by a 6 foot chain link fence with barbed wire topper.
Keypad: keypad entrance with automatic opener that prevents entry without an appropriate keycode. 24-7 access
Lights: security lights on both storage buildings and the office, in addition to lighted streets along 16th Street West.
Cameras: security cameras mounted on the office building and storage building with onsite and offsite monitoring
Doors: Aluminum Overhead Roll Up Doors on each storage unit, individually locked with your own lock
Individual Units: Wood frame building with metal clad roof and exterior, aluminum eavestroughing, gyproced interior with fire tape, concrete floor
no heat and no individual plugins for storage units. One ceiling light with timer.

Pricing
10’x10′ (100 sq.ft.) ($100/month+GST) –1-2 bedroom home, smaller apartment, business inventory or file storage
10’x20′ (200 sq.ft.) ($143/month+GST) –3 bedroom home, larger apartment, office, office furniture, small automobile
Outdoor Compound Storage ($30/month+GST) –RV, Boat, Trailer. Wider outdoor gravel spots clearly marked.
NEW: Heated basement storage available starting at $120/month+GST located at 1322-100th Street, North Battleford
Prepayment Discounts
Savings of:
5% on 6 months 10% on 12 months
5% discount on 6 months
10’x10’
$31.50
$126.00
10% discount on 12 months
10’x20’
$45.05
$180.18
Outdoor
$9.45
$37.80
*Bonus: Now offering complimentary refreshments supplied by Coca Cola (During office hours)
*Bonus: Borrow our Lightweight dollys for moving (During office hours)
*Bonus: Locks available if you forget one (Pickup during office hours)
*Bonus: Management office with wheelchair access and customer washroom (During office hours)

Payment terms and options
Accepting Debit, VISA, Mastercard, Cash, cheque, e-transfer (Pay over the phone, by mail, email, or in person)
Pay in person at our onsite management office 8:30 AM to 5:00 PM Monday through Friday (except holidays)
Please make Cheques payable to Fortier Mattila Appraisals Inc. (Owner of Battleford Mini-Storage)

Contact
Mailing: Po Box 3098, Battleford, SK S0M0E0
Phone: 1-306-937-2625 (8:30 AM-5 PM Monday-Friday) Emergency: 1-306-480-7740
Fax: 1-306-445-0455
Email: bms@saskleasing.com
Website: www.saskleasing.com/bms

