Office Market Trends Albuquerque
Grubb & Ellis Research
First Quarter 2009

)

GRUBB & ELLIS.

New Mexico

Albuquerque Office Market Trends

is a newsletter published quarterly by

Grubb & Ellis New Mexico. To obtain additional
copies or other Grubb & Ellis|New Mexico
publications, please contact:

Ken Schaefer
Director of Brokerage Operations
E-mail: ken.schaefer@grubb-ellis.com

Grubb & Ellis|New Mexico

2424 Louisiana Blvd NE

Suite 300

Albuquerque, NM

Phone: 505.883.7676

Internet: www.genewmexico.com
Independently Owned and Operated

© 2009 Grubb & Ellis New Mexico
Independently owned and operated

No Big Surprise - Vacancy Rises

As could be expected the challenging economic environment propelled vacancy
levels upward by 130 basis points. This increase was hastened by two mid-sized
speculative projects, totaling 99,000 square feet, being delivered with only 12,300
square feet of tenancy. Combined with another 63,000 square feet of downsizings
from the financial and housing sectors, vacancy had only one direction to go — up.

Near term vacancy increases are likely to occur as the amount of overall available
space on the market is growing. Compared to a year ago, available space surged
by more than 430,000 square feet. Many companies are planning to trim their
space requirements as a result of layoffs and lost business. These spaces are still
occupied but have been placed on the market adding additional supply. Further
economic weakness is likely to turn these available spaces into vacant sublease
spaces. The total amount of vacant sublease space, however, only rose about
20,000 square feet from a year ago.

Although leasing velocity is down considerably, tenants that are in the market for
space are searching for huge landlord concessions. This “blood in the water”
attitude has not yet been adopted by many landlords. Landlords are more willing
to make concessions but not at levels which are economically unfeasible. It is a
great time for tenants to lock in attractive renewal rates. The challenge will be
dealing with tenant improvement costs and rising commercial property taxes. New
office projects may begin to appear more attractive from a rate standpoint since
tenant improvement expenses are lower on first generation spaces and the
property tax assessments were already at higher levels.

11.0 1.4 10.6 10.8 11.0 12.7 12.5 131 141
14%
12% |-
\’__/
100/0 1 1 1 1 1 1 1 1
1Q/07 2Q/07 3Q/07 4Q/07 1Q/08 2Q/08 3Q/08 4Q/08 1Q/09

Office Vacancy Rate*
*All Classes of Space



Office Market Snapshot Albuquerque First Quarter 2009

By Submarket Total (1) Vacant (2) Net Absorption Under Const. (3) Asking Rent  (4)
(All Classes) SF SF Vacant % Current Qtr Year To Date SF Class A Class B
Downtown 2,640,670 508,932 19.3% (30,498) (30,498) $21.28 $14.58
CBD Total 2,640,670 508,932 19.3% (30,498) (30,498) - $21.28 $14.58
Airport 1,246,469 116,103 9.3% (9,655) (9,655) : $14.19
Far Northeast Heights 920,109 95,068 10.3% 295 295 42,354 - $17.71
Mesa del Sol 158,210 53,210 33.6% 112,842 - $23.50
North |-25 3,211,949 476,242 14.8% (26,814) (26,814) 17,443 $21.00 $18.57
Northeast Heights 798,700 120,711 15.1% 51,136 51,136 - $14.66
Rio Rancho 410,056 65,784 16.0% 6,250 6,250 - $18.66
Southeast Heights 592,476 63,034 10.6% (7,007) (7,007) : $16.16
University 997,419 108,890 10.9% 11,652 11,652 - $17.95
Uptown 1,837,102 189,759 10.3% (31,588) (31,588) $20.14 $19.51
West Mesa 353,374 103,247 29.2% 8,063 8,063 - $20.61
Suburban Total 10,525,864 1,392,048 13.2% 2,232 2,232 172,639 $20.58 $18.58
Totals 13,166,534 1,900,980 14.4% (28,266) (28,266) 172,639 $21.07 $17.70
By Class Available for Sublease
(All Submarkets) CBD Suburban
Class A 1,386,156 117,964 8.5% 35,134 35,134 - - -
Class B 8,739,672 1,358,782 15.5% (48,435) (48,435) 172,639 17,716 206,512
Class C 3,040,706 424,234 14.0% (14,965) (14,965) 2,475
Totals 13,166,534 1,900,980 14.4% (28,266) (28,266) 172,639 17,716 208,987

(1) Inventory includes multi-tenant and single-tenant buildings with at least 10,000 sq. ft.
(2) Vacant space includes both vacant direct and vacant sublease space.
(3) Space under construction includes speculative and build-to-suit for lease projects.
(4) Asking rates are per square foot per year, full service. As part of our annual data benchmarking procedures, G&E has adjusted the
methodology we use to weight average office asking rental rates. When calculating the average asking rate for a market or submarket, we
previously weighted the asking rate in each building by the size of the building. Beginning Q1 2009, we are weighting the rate in each build-
ing by the amount of available space in the building. All historic rental rate data has been re-weighted to create a consistent trend line for the
rent graphs appearing in this report. However, the rental rate data in this report will not be comparable to the rental rate data in our previ-
ously published reports due to this change in our methodology.

* 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.
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