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Easy to access.  
 Easy to customize.  
  Key to making smart business decisions.

Download our national overview, or focus on speci�c property types in your markets 
of interest. Print a report for a single market, or select various markets to customize 
a book to suit your needs. We recognize that each of our clients is unique, and we at 
Grubb & Ellis are committed to delivering the information you need to achieve your 
business objectives.

Access our 2010 Forecast information at:  
www.grubb-ellis.com/research/forecast2010

Presented by
Grubb & Ellis|New Mexico
505.883.7676

Please contact your local Grubb & Ellis of�ce for further information about this local market forecast or see the list of contributors. 
Reproduction in whole or part is permitted only with the written consent of Grubb & Ellis Company. Some of the data in this report has been gathered from 
third party sources and has not been independently veri�ed by Grubb & Ellis. Grubb & Ellis makes no warranties or representations as to the completeness or 
accuracy thereof.  Note: Year-end 2009 numbers include estimates for the fourth quarter that were derived in November. Final published numbers may vary 
slightly. Totals may not add precisely due to rounding.
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National
Overview
continued

Expect the four core property types to 
recover in the following sequence:

1. Multi Housing: Early in the down-
turn, apartments benefited from 
the stream of foreclosed home-
owners seeking a place to live. But 
the growing wave of foreclosures 
increased the supply of shadow units 
� unsold condominiums and houses 
being offered for rent. Job growth is 
required for a robust recovery. Longer 
term, apartments will benefit from 
the return of homeownership rates 
to pre-bubble levels (if not below) 
and growth of the 20 to 29 age 
cohort as the boomers� kids move 
out on their own.

2. Industrial: The recession dealt a blow 
to the drivers of demand for industrial 
space � retail sales, logistics, global 
trade and manufacturing. Expect 
leasing market conditions to bottom 
out by year-end as these drivers 
register modest rebounds.

3. Retail: The crystal ball is cloudiest for 
this property category. Was this reces-
sion just another cyclical downturn, 
or are there secular forces at work 
that will permanently alter tenant 
demand for retail space? Bubble-era 
spending, in�ated by unsustainable 
housing prices and a �ood of credit, 
will not return, and the savings rate 
will keep rising. These changes may 
be part of the wallpaper in a couple of 
years � that is, part of the new normal 
operating environment for retailers 
and their customers.

4. Of�ce: The shadow space inventory 
may be higher in this downturn 
because job layoffs, implemented so 
swiftly following �Lehman Brothers 
weekend,� have outrun tenants� 
ability to shed unneeded space. 
Expect the vacancy rate to peak in the 
�rst half of 2011 and rents to bottom 
in the second half of 2011 followed 
by a multi-year return to equilibrium. 
Vacancy is likely to set a modern-day 
record by the end of 2010.

In the investment arena, we antici-
pate transactions to increase 20 to 30 
percent in 2010 compared with last 
year�s arti�cially low levels. This is likely 
to be the start of a multi-year recapi-
talization process for commercial real 
estate where banks, CMBS servicers and 
other lenders �nally write down and sell 
a steady river of distressed assets. Prices, 
already down 40 percent from their 
peaks, may decline another 10 percent 
as buyers �nally get in the game. Anec-
dotes suggest that capitalization rates 
for apartment and medical of�ce prop-
erties actually fell slightly late in 2009 
as credit market panic abated, so prices 
may be �nding a �oor.

U.S. Retail Vacancy and Absorption
Year-End (in Millions of SF)

Source: Reis, Grubb & Ellis
� Absorbed � %Vacant
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U.S. Apartment Vacancy and Absorption
Year-End (in Thousands of Units)

Source: Reis, Grubb & Ellis
� Absorbed � %Vacant
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U.S. Commercial Property Sales
In Billions

Source: Real Capital Analytics, Grubb & Ellis
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Albuquerque
Multi Housing

Transaction volume in 2009 was one 
of the lowest levels recorded over the 
last 20 years, across all unit sizes. This 
decrease was driven by weak investor 
demand and augmented by �nancing 
challenges. More of the same is expected 
for 2010, but with some new twists. 

Capitalization rates are expected 
to move upward in 2010, but not as 
dramatically as they did in 2009. The 
ability for investors to �nance deals will 
likely not improve much. Lenders will 
initiate underwriting requirements that 
are much stricter compared to 2009. 
Many lenders will only provide �nancing 
for in-place rents and may even lower 
the amount they are willing to �nance 
if rents are falling. Historical expenses 
will also be carefully scrutinized. Inves-
tors can also expect increased reserve 
requirements when potential deals 
are being underwritten. Overall, the 
net effect will be lower net operating 
incomes, coupled with higher capitaliza-
tion rates and lower valuations. Expect 
capitalization rates to be 9 percent and 
higher for many complexes.

Investor ability to leverage deals will also 
be diminished. The trend for lenders to 
require higher equity positions should 
remain constant.  Loan-to-value ratios 
will increase and approach 35 to 40 
percent. Many lenders will maintain 
their conservative position and require 
cross-collateralization through the 
pledging of other assets. 

Market demand will trend lower as a 
result of declining occupancy levels and 
risk aversion. Well-capitalized investors 

are expected to wait patiently on the 
sidelines for the market to bottom out. 
A growing number of distressed assets 
will occur in properties with smaller 
unit sizes. Look for an increased amount 
of foreclosures to occur in this segment 
as well. 

Demand for large multi housing invest-
ments, over 100 units, should remain 
steady. The challenge, however, will be 
the continued disconnect in the percep-
tion of value between buyers and sellers. 
Investors who have made acquisitions 
over the last few years, did so at capi-
talization rates about 100 basis points 
lower than they are under current 
market conditions.

Deteriorating fundamentals will translate 
to lower values. The ability to increase 
rents will be marginal, while operating 
expenses increase and occupancy levels 
fall slightly, resulting in  an overall reduc-
tion in net operating income. 

The good news is that the amount of new 
units in the construction pipeline should 
be well below what the market can 
absorb in a typical year. It is expected that 
less than 400 new multi housing units 
will be delivered during the year in the 
greater Albuquerque area. This will help 
occupancy remain above 90 percent and 
not generate an oversupply of new units. 

Landlords can expect to offer some 
concessions in order to increase occu-
pancy, primarily in free rent or amenities 
like covered parking.

2010 will be a healing year as investors wait for fundamentals  
to improve.

Occupancy
Year-End

Source:  Real Facts, Inc.
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Multi Housing Construction
Year-End Completion (# Units)

Source:  Real Facts, Inc.
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Monthly Rental Rates
Year-End ($/Mo.)

Source:  Real Facts, Inc.
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Las Cruces & Santa Fe
Overview

Las Cruces
Proximity to the Mexican border should 
drive growth in the area over the next 
decade. Anchored by the new Foxconn 
Maquila electronics manufacturing 
plant, Santa Teresa should be able to 
attract manufacturers, as well as their 
suppliers. Foxconn is expected to open 
in March and ultimately employ 20,000 
workers just across the border. 

The Las Cruces economy is begin-
ning to see increased business from 
the commercial aerospace industry.  
North of town, UP Aerospace is plan-
ning a regional spaceport launch pad 
for carrying scholastic and commercial 
entity payloads. This will also be the site 
of the �rst FAA licensed commercial 
spaceport in the country. Companies 
already committed to the project include 
Virgin Galactica, Starchaser Industries, 
Rocket Racing, and Xprise Cup. Virgin 
Galactic expects to begin providing 
space tourism trips sometime next year. 

Downtown Las Cruces is in the midst 
of Phase III of its revitalization plan. The 
project, of�cially known as Main Street 
Downtown, includes pedestrian-friendly 
access to a variety of retail and of�ce 
uses. A new �ve-story federal building is 
also slated to open in February. 

Another opportunity for growth is taking 
place on the northeast side of town, 
as this area currently has the largest 
amount of developable commercial 
land with the infrastructure needed to 
support growth.

Santa Fe
Retail leasing has remained active in the 
local shopping centers, but there is a 
much higher vacancy rate in the down-
town �Plaza� area.  As tourism declined in 
2009, the downtown stores that depend 
on the tourist trade have suffered, and 
several retailers have closed their doors.  
Meanwhile, downtown hotels are antici-
pating that 2010 occupancy rates will 
be the same as 2009. If tourism-driven 
retail sales remain stagnant, vacancies 
will likely increase.  Some downtown 
landlords have already been open to 
lowering rental rates in an effort to 
maintain tenants.

On the bright side, the recently 
completed New Mexico Rail Runner 
Express commuter train from Albu-
querque is bringing a steady stream of 
weekend visitors to Santa Fe. This has 
led to the development of a few transit-
oriented retail locations around the 
train stations.  Another draw is the new 
Downtown Santa Fe Convention Center, 
which is now operating and is expected 
to attract additional business group 
meetings to the area.

Because of the stagnant economy and 
dif�culty obtaining loans for commer-
cial projects, a very small amount of 
new developments will occur in Santa 
Fe during 2010.  The most signi�cant 
project likely to move forward is a new 
community center, anchored by a Wal-
Mart Supercenter on Cerrillos Road.

Las Cruces is poised for growth in 2010. Santa Fe will bene�t from 
increased tourism. 

Las Cruces Asking Rent Range
($/SF/Yr. Triple Net)

*Full Service
Source: Grubb & Ellis|New Mexico
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($/SF/Yr. Triple Net)

*Full Service
Source:  Grubb & Ellis|New Mexico
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