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Construction Down as 
Market Hangs On
At first look the fifty basis point jump in vacancy that occurred this quarter could

be a cause of concern.  For most of 2007 very little excess inventory was

available. The market was at a frictional vacancy level of six percent, a point

where further declines are not possible due to ongoing turnover in the market.

During the first quarter, the rise in vacancy can be attributed to new construction

coming on line without tenants. Only 25 percent of the 165,000 square feet of

new space was occupied upon delivery. Speculative condominiums comprised

over 110,000 square feet of this space and have not seen significant absorption.

Look for some developers to begin offering condominiums for lease.

The numbers of projects under construction has dropped 77 percent compared

to the first quarter of 2007. This sharp decline should protect the market from

accumulating too much excess inventory but will restrain the number of viable

choices available. Currently no new speculative warehouse and distribution

projects are being built. Weak economic conditions will make this situation more

palatable but it could become a big challenge if the economy picks up and no

options are available. 

Overall, the industrial market is still fairly tight even though user activity is down

from a year ago.   Total sublease space on the market has actually declined by

25 percent. For the few that need new space, finding the right space at a good rate

remains a big challenge. Absorption levels have gone down for the fifth

consecutive quarter. Demand for locations in the North I-25 submarket is constant

while interest for Downtown locations appears to have increased. Downtown

offers some of the most affordable rates in the region but it also has some of the

oldest inventory.
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Not Many Choices...
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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. 

Industrial Market Snapshot Albuquerque First Quarter 2008

(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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