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TRENDS, CONTINUED

Industrial
TOM MCFADDEN,

principal,
Southam Commercial
Raal Estate Advisors LLC:

Om the current market: The over-

all industrial markst
iz very sluggish with
minimal  welocity.
Most compani=ss are
gither struggling f-
nancially, or if they
are doing well, they
are not considering
taking  expansion
gpace dus to overall McFadden
BCOMOTNIE COTGETTIA.
That is the bad news. The good news
iz that over the last 80 days, we have
gesn 4 spiks in activity, Motice that
I said activity and not necessarily
clozed deals. Time will tell if the in-
creased activity will yield more ¢om-
pleted deals, or if we just have some
vkt “tre kickers.”

Om sublease space: The amount of
gublaass space an the indusbial sds
is actually not that bad. At the end of
the first quarter, we had approximste

by 00000 equars fest of sublease spacs
available. The market vacancy rate,
howenrer, went up to15.1 percent at the
end of the first quarter. At the end of
the fourth quarter, it was 12.8 percent.

Om investment: The level of itnvest-
ment activity is negligible at best.
There was a two-building, 255.000-
squarefoot portfolio sold in Crown-
pointe Commerse Park very early in
the year. Thers are 5 mumber of port
foline on the market, tat interest level
is cartainly down.

Omn  near-future  projections:
Thers are a mamber of new industrial
prvjects that are on hald. The only ms:
jor project nnder construction is Les
Vizta Business Center, which is being
developed by Melomald Development.
They currently hawve two aildings
under construction totaling 333,500
square fest. The project at completion
will contain seven buildings totaling
£24.088 aquare feet. The aildings that
are under constraction will deliver in
Juby/Angust of thisyear

FORREST ASKEW,
industrial specialist,
Callisrs Armold Commersial
R=al Estats Services:

Om the current market: Current
markst conditiocns are favorable for
realistic tenants and buyers. From

a tenant's perspective, landlords
are providing below-market remtal
rates, free rent and additimal ten-
ant  improvemsnt
dollars in ordsr to
draw mnew tenants
to their space while
also doing whatever
it takes to keep ex-
isting pgood credit
tenants  in  their
porifolios, essential-
Iy buying deals to
keep as nmch space ccoupied as pos-
gible. From the buyer's perapestive,
while the ayer’s markst is at some-
what of a stalemate due to finane-
ing issues, economic nncartainty
and unrealistic expectations, savvy
buyers with cash and./or good bank-
ing relationships are abls to pick up
quality buoildings for a reasonables
price. That being said, thers arsa lot
of “bottom fishers™ looking for great
deals, not realizing that just becayss
thi building is an the market doesen’t
mean the seller is in distress.

Om sublease space: The amount
of sblease space on the market has
dramatically inereasad over the last
few gquarters dus to the downturn
in the economy that cansed various
companiss to put their excess spacs
on the market. Forthermore, sub-
landlords are drastically reducing

the askingratesin order to snbsidize
gome of their rental payments. This
iz also camsing landlords to swesten
the terms on any vacant space as
both landlords and sublandleords
are competing for the same tenants.
Unfortunately for both. most ten-
ants are deciding to stay put rather
than incur additional moving costs,
deal with the logisties of moving
product, racking, ete. and any other
inconvenisncas.

Om imvestment: Investment sales
have been lagging dus to the insta-
bility of the leasing market and fi-
nancial issues. Asa result, cap ratss
hawve increasad whils net operating
income has decreased., ultimately
reglting in lower waluss for own-
era. Also, buyers are being more rialk
averse reparding any propertiss
with vacancies due to the unknown
of how long it will take to find good
credit temants.

On near-future projections: Tn-
til consumer confidencs isrestored in
the economy, vacancy rates and sub-
lemss space will continme to increase
while remtal rates and porchase
prices will comtirme to drop. There
ara few delivarias that are schedulad
for 2008, but most developers are do-
ing minimal site wods so that they
ara pad ready to provide for build-to-
snits when the market turns.



