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@ Grubb:Ellis.|w..... INVentory Squeeze

Independently Owned and Operated Vacancy spiraled downward in the second quarter as the supply of industrial
buildings squeezed to levels not seen in almost a decade. For the last three
quarters, very few new speculative projects have been undertaken. Industrial
land with the necessary infrastructure remains scarce and is driving land costs
up. This, combined with higher construction costs, is pushing lease rates up,
and ultimately may be daunting for tenants in search of space. Delivery time
of these projects may also be a challenge for tenants currently in the market.
Consequently, two significant trends are emerging: tenants are either opting
for older properties or becoming owners by buying into condominiums.

With such scarce inventory available, older properties that were often
overlooked are now being considered. The Downtown market has an ample
supply of older properties and is also where some of the lowest lease rates in
the city prevail. These kinds of rates are obviously proving attractive to tenants
even if it means giving up a few amenities that come with newer buildings.
Rehabilitation strategies can provide more value as long as the amount of
renovations is kept in the $30 - $40 per square foot range. Older warehouse
and distribution properties, however, will not be considered unless they have
clear heights of at least 24 feet and can accommodate the new racking system
technology.

Another viable tack for business owners, however, is to invest in condominiums,
which allows them to become property owners and to see their investment
appreciate over time. One new segment being addressed in the condominium
market is providing yard space for individual units, something that has been

hard to find over the last five years.
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Industrial Market Snapshot Albuquerque Second Quarter 2007

By Submarket Total (1) Vacant (2) Net Absorption Under Const.(3) Asking Rent (4)
(All Property Types) SF SF Vacant % Current Year To Date SF WH/Dist R&D/Flex

Airport 850,979 78,031 9.2% (45,215) (31,293) - $12.00 $12.50
Downtown 3,044,079 347,149 11.4% 27,600 62,746 = $4.27 $9.45
Far Northeast Heights 215,664 72,000 33.4% - (68,700) - = $12.00
Mesa Del Sol 414,334 - - - 326,738 - - -
North 1-25 15,395,573 827,196 5.4% 316,645 442,169 111,970 $6.48 $8.37
North Valley 1,435,663 215,154 15.0% - (52,000) 76,243 $5.78 -
Northeast Heights 395,134 43,623 11.0% 9,946 (134) - $6.39 -
Rio Rancho 5,768,777 48,836 0.8% (4,400) (15,600) 43,600 $5.00 $7.00
South Valley 2,461,310 160,658 6.5% (11,900) 185,100 121,176 $6.56 -
Southeast Heights 1,222,044 48,234 3.9% (2,628) (67,628) - - $16.50
University 193,960 23,400 12.1% - - - $3.00 -
West Mesa 3,304,578 118,809 3.6% (10,845) 12,027 226,500 $8.74 -
Suburban Total 34,702,095 1,983,090 5.7% 279,203 793,425 579,489 $6.31 $9.30
Totals 34,702,095 1,983,090 5.7% 279,203 793,425 579,489 $6.31 $9.30

By Property Type Asking Rent

(All Submarkets)

General Industrial 16,996,995 794,753 4.7% 183,387 629,844 286,583 $6.26

Incubator 12,000 - - - - - -

R&D/Flex 3,860,075 362,483 9.4% 105,265 240,304 - $9.30

Warehouse/Distribution 13,833,025 825,854 6.0% (9,449) (76,723) 292,906 $6.31

Totals 34,702,095 1,983,090 5.7% 279,203 793,425 579,489 $6.95

(1) Inventory includes multi-tenant and single-tenant buildings with at least 10,000 sq. ft.

(2) Vacant space includes vacant sublease space.

(3) Space under construction includes speculative and build-to-suit for lease projects and owner built projects.

(4) Asking rates are per square foot per year, NNN. Rates for each building are weighted by the amount of available space within the building.

* Grubb & Ellis|New Mexico statistics are audited annually and may result in revisions to previously reported quarterly and final year-end figures.
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Some of the data in this report has been gathered from third party sources and has not been independently verified by Grubb & Ellis.
Grubb & Ellis makes no warranties or representations as to the completeness or accuracy thereof.




