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wwio  HOlding On For Now

The industrial market stood strong but continued worries from a probable
economic recession began to sour the mood of decision makers. Market activity
showed signs of slowing while the amount of sublease space began to increase
slightly. Compared to a year ago, overall vacant sublease space only went up by
71,000 square feet. The amount of available space, space that is still occupied
but will soon be vacated, increased by 131,000 square feet which may point to
higher chances of further market deterioration.
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On the surface, the 50 basis point increase in vacancy appears to give credence
to weakening fundamentals. The increase is actually the result of a single
speculative construction project being delivered vacant. This renovation project is
located in the Southeast Heights submarket and contains 192,000 square feet of
R&D/flex space. Diminished pre-leasing activity does not bode well for starting
new speculative projects while lenders are requiring higher levels of occupancy
before funding.

From a product type perspective, warehouse and distribution space remains the
biggest challenge for users to find. Large spaces over 25,000 square feet that
have minimum clear heights of 24 feet are very scarce. The historical vacancy for
warehouse and distribution properties is 5.1 percent, and has remained below
5.5 percent for all of 2008. Vacancy this low has not seen over the last ten years.
So far this year new construction has only added 47,000 square feet of new space
with only 16,000 square feet currently underway. Additional speculative
warehouse and distribution projects will be difficult in the current financial

environment.
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Industrial Market Snapshot Albuquerque Third Quarter 2008

By Submarket Total (1) Vacant (2) Net Absorption Under Const. (3) Asking Rent  (4)
(All Property Types) SF SF Vacant % Current Qtr Year To Date SF WHIDist  R&DIFlex
Airport 830,224 75,605 9.1% (755)
Downtown 3,272,427 396,634 12.1% 66,317 93,076 $4.96 $7.50
Far Northeast Heights 215,664 66,000 30.6% 4,000 $8.34 $12.00
Mesa Del Sol 414,334 - - 236,000
North 1-25 15,629,370 842,076 5.4% 14,478 110,394 16,000 $6.72 $9.08
North Valley 1,576,895 211,838 13.4% 12,849 49,624 $5.95
Northeast Heights 375,134 52,554 14.0% (16,000) (25,761) $5.80
Rio Rancho 6,023,404 81,581 1.4% 12,152 21,152
South Valley 2,496,303 132,400 5.3% 8,200 40,600 $6.00
Southeast Heights 1,498,713 270,108 18.0% 18,500 22,536 $4.00 $10.16
University 193,960 23,400 12.1% $3.00
West Mesa 3,720,431 312,175 8.4% (52,104) (99,405) $6.55
Suburban Total 36,246,859 2,464,371 6.8% 64,392 215,461 252,000 $6.20 $9.89
Totals 36,246,859 2,464,371 6.8% 64,392 215,461 252,000 $6.20 $9.89
NI Submariesy Asking Rent
General Industrial 17,682,753 1,206,784 6.8% 19,683 120,949 236,000 $7.62
Incubator 12,000 - - - - -
R&D/Flex 4,084,224 524,261 12.8% 6,038 (11,824) - $9.89
Warehouse/Distribution 14,467,882 733,326 5.1% 38,671 106,336 16,000 $6.20
Totals 36,246,859 2,464,371 6.8% 64,392 215,461 252,000 $7.88

(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.



