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Rental Strength Drives EPS Beat; Structural Housing Tailwinds  
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* Global Education Communities has paid FRC a fee for research coverage and distribution of reports. See last page for other 
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Highlights 
➢ Mixed Top Line, EPS Beat: Q2 (ended February 2026) revenue increased 1% 

YoY, 4% below our estimate, driven by 10% growth in the flagship rental segment, 
partially offset by weaker non-core revenue. Growth was supported by 
contributions from recently completed projects. 

➢ Earnings Expansion: EPS improved YoY, from ($0.02) to $0.04, beating our 
estimate by 15%, driven by higher gross margins (68.3%, +2.7pp YoY), and lower 
interest expenses. 

➢ Transition to Pure-Play Student Housing: During the quarter, GEC sold its 
remaining Canadian educational assets for $2M, completing its transition into a 
pure-play student housing operator. While this divestment aligns with the 
company’s strategy of focusing on developing student housing properties, we were 
slightly disappointed with the sale price, which was below our prior valuation of 
$8M. GEC operates B.C.’s largest off-campus student housing platform, 
comprising 14 buildings, with eight currently operating, and six under development. 

➢ Enhanced Reporting Structure: Starting in Q3-FY2026, GEC will implement 
segment reporting to separate core rental operations from its development 
pipeline.  We view this as a positive step, enhancing transparency between 
recurring income, and development projects, and improving segment-level 
valuation clarity. 

➢ Policy Headwinds, Structural Support in Vancouver Housing: Federal 
reductions in international student permits, tighter immigration caps, and stricter 
work permit rules are expected to moderate rental demand across Canada by 
limiting temporary resident inflows. However, Vancouver remains relatively 
insulated due to structural housing undersupply, and low vacancy in purpose-built 
rental, and student housing. GEC is further supported by its diversified tenant 
base, with roughly 40–50% domestic students, which reduces reliance on 
international students. 

➢ Gradual Recovery Amid Tight Supply: After a soft 2025, we expect Vancouver 
rents to stabilize and gradually rise through 2026–2027, supported by low vacancy, 
constrained supply, and high replacement costs, partially offset by reduced 
international student inflows. We believe improving rental income, and lower 
interest rates, will support gradual upward pressure on GEC’s property values. 

➢ Relative Valuation: GEC trades at 14x forward EBITDA vs 18x for the REIT 
sector, representing a 26% discount. 

 YTD 12M 

GEC -12% 82% 

TSX 8% 42% 

Index 
(REIT) 

9% 17% 

52 Week Range $0.16 – $0.48 

Shares O/S 69M 

Market Cap. C$23M 

Yield (forward) N/A 

P/E (forward) N/A 

P/B 0.5x 
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GEC operates B.C.’s 

largest off-campus 
student housing 

platform, comprising 
14 buildings, eight 
currently operating 

and six under 
development 

 
 
 
 
 
 
 

Rental assets offer 
inflation-protected 

income, with low 
volatility, making 

them attractive to 
pension funds and 

institutions 
 
 
 
 
 
 
 
 
 
 
 

Per Q2 financial 
statements, GEC 

projects were 
appraised at $310M, 

up 1% QoQ 
 
 
 
 
 
 
 
 
 
 
 
 

Student Housing Portfolio Overview 
 

 
 

Student Housing Demographics 

 

Source: Company 
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Eight operating 
buildings across six 

projects (1,232 
beds) 

 
 
 
 
 

GEC holds minority 
interests, and acts 
as project operator 

across all properties 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Several major Canadian REITs have recorded property write-downs over the 
past 12 months, largely due to softer market rents, and valuation pressures. With 
rents and property values expected to recover modestly in 2026, we believe GEC 
is well positioned to report valuation gains. These gains should be further 
supported, as ongoing development projects reach completion. 

 
Operating Projects 

 
 

Source: Company 

 
 
 
 
 
 
 
 
 
 
 
 

https://www.researchfrc.com/top-picks


Equity Research 
Page 4 of 12 

 
 

 

 
 
 
 
 
 
 
 
 
Potential to generate 

$14M in NOI, or 
$11k/bed in NOI per 

year 
 
 
 
 
 
 
 
 
 
 
 
 
 

Developing six 
buildings across four 

projects (2,988 
beds) 

 
 

We are projecting 
$45M in NOI, or 

$15k/bed per year  
 

At a 4% cap rate, we 
value these projects 

at $1.12B upon 
completion, 

unchanged from our 
report in January 

2026 
 
 

Target completion is 
2027–2030; we note 

that real estate 
development 

projects are often 
subject to 

permitting/financing 
delays 
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Q2 revenue rose 1% 

YoY, missing our 
estimate by 4%, 

driven by 10% 
growth in the 

flagship rental 
business, partially 

offset by weaker 
revenue from non-

core divisions 
 
 
 

Rental revenue, 
which made up 90% 
of total revenue (Q2 

2025: 82%), grew 
with contributions 

from recently 
completed projects 

 
 
 
 

Gross margins rose 
2.7 pp to 68.3%, 

beating our estimate 
by 2.1 pp, driven by 

higher rental 
business margins 

 
 
 

G&A expenses rose 
39% YoY, primarily 

due to elevated one-
time professional 
fees from recent 

divestments, driving 
a 13% YoY decline 

in adjusted EBITDA, 
missing our estimate 

by 2% 
 
 

However, EPS 
improved YoY from 

($0.02) to $0.04, 
beating our estimate 

by 15%, driven by 
lower interest rates 

on debt 
 

Financials 

 

 
 

 

 

 
Source: FRC / Company 
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Debt-to-capital 
remained above the 

sector average (56% 
vs. 46%), but this is 

expected to improve 
once development 

projects are 
completed 
 
 
 
 
 

 
 
 
 
 

 
GEC is trading at 

10x forward revenue 
vs 12x for the REIT 

sector, and 14x 
forward EBITDA 

(sector: 18x), a 22% 
discount on 

average 
 

 
 
 
 
 
 

We are raising our 
EPS estimates, 

driven largely by 
lower than expected 

interest expense 
reported in Q2, 

partially offset by the 
removal of 

contributions from 
the recently divested 

assets 
 
 
 
 
 

 

 
Source: FRC / Company 

 
Sector Multiples and Ratios 

 

 
Source: S&P Capital IQ, FRC 

 

 

 
* Adjusted to reflect the recent divestiture of the remaining Canadian educational assets 

Source: FRC 
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However, our fair 
value estimate 

declined from $1.11 
to $0.95/share, 

reflecting the $2M 
sale of divested 

assets, below our  
prior valuation of 

$8M 
 

 
 
 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
Source: FRC 

 
We are reiterating our BUY rating, and adjusting our fair value estimate from 
$1.11 to $0.95/share. GEC delivered mixed operating results, with an EPS beat, 
and margin expansion, offset by weaker non-core revenue, while strategically 
advancing its transition into a pure-play student housing platform. We remain 
constructive on the strong structural support from Vancouver housing 
fundamentals, with potential upside from tight supply conditions. 
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Maintaining our risk 
rating of 3 (Average) 
 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Risks 
We believe the company is exposed to the following risks:  
 
➢ Real estate development and financing 
➢ Potential for delays in project development and construction 
➢ Cost overruns 
➢ Permitting  
➢ Profitability is highly dependent on the health of the rental market in Vancouver 
➢ Vacancy and rental rate fluctuations  
➢ Leveraged balance sheet 
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Fundamental Research Corp.  Equity Rating Scale (ratings are not a recommendation to acquire, dispose of, or take no action regarding a 
security; the definitions of our ratings are explained below): 
Buy – Fair value is 12% above the current market price; or risk and reward is favorable  
Hold – Fair value is between 5% to 12% above the current market price 
Sell – Fair value is 5% above, or less, than the current market value; or risk and reward is unfavorable 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a 
regulated industry.  The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  
The capital structure is conservative with little or no debt. 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively 
less sensitive to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to 
generate positive free cash flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative 
with little to modest use of debt. 
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash 
flow are sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line 
with industry averages, and coverage ratios are sufficient. 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode 
or in a turnaround situation.  These companies should be considered speculative. 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven 
products.  Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues and may rely 
on external funding.  These stocks are considered highly speculative. 
 
Definition of FRC’s Fair Value Estimate – Our fair value estimate is the theoretical value of the company’s equity using widely accepted methods of 
valuation such as discount cash flow or comparables.  IT IS NOT A TARGET PRICE or PREDICTION OF THE FUTURE STOCK PRICE. 
 
Disclaimers and Disclosure 
Analyst Certification:  The views expressed in this report accurately reflect the personal views of the analyst, and no part of their compensation was, is, 
or will be directly or indirectly related to the specific recommendation or views expressed.    
 
Any “forward looking statements” are our best estimates and opinions based upon information that is publicly available and that we believe to be correct, but we have 
not independently verified with respect to truth or correctness. There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   The analyst 
and Fundamental Research Corp.  “FRC” do not own any shares of the subject company, do not make a market or offer shares for sale of the subject company, and 
do not have any investment banking business with the subject company. Fees ranging between $20,000 and $30,000 have been paid to FRC by Global Education 
Communities to commission this report, research coverage, and distribution of reports. This fee creates a potential conflict of interest which readers should 
consider. FRC takes steps to mitigate conflicts including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards 
of Professional Conduct. Additionally, analysts may not trade in any security under coverage.  Our full editorial control of all research, timing of release of the reports, 
and release of liability for negative reports are protected contractually.  The issuer has agreed to a minimum coverage term and coverage cannot be unilaterally 
terminated.   Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed 
access users through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (72%), HOLD (3%), SELL / SUSPEND (25%). 

 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks 
and uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences 
include, but are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the 
Company's new product lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; 
systematic market risks and other risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information 
forms filed with the various securities regulators.  By making these forward-looking statements, Fundamental Research Corp.  and the analyst/author of 
this report undertakes no obligation to update these statements for revisions or changes after the date of this report.   A report initiating coverage will most 
often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely to be in earlier 
stages where nothing material may occur quarter to quarter.    
 
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING 
THIS INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS 
REPORT ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    
ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS 
ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS 
YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR 
INCLUSION IN YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is 
not intended as being a complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in 
this report were independently prepared unless otherwise stated and HAVE NOT BEEN endorsed by the Management of the company which is the subject 
of this report.  Additional information is available upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT 
WITHOUT OUR PERMISSION.   Please give proper credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from 
this report. The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use 
by any person or entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within 
such jurisdiction. 
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