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Small Goes Big
The office market emerged from the doldrums in the third quarter due to a surge

of activity among smaller tenants.  Strong absorption occurred with tenants in the

1,000 to 10,000 square foot range.  This is in stark contrast to recent years in

which the majority of absorption took place among tenants that were 25,000

square feet and larger. 

This swell of activity for small sized tenants is primarily occurring in Class B

buildings. During the third quarter over 120,000 square feet of space was

absorbed by smaller tenants moving into Class B buildings. Many Class C tenants

are upgrading spaces into Class B properties. On a year to date basis, older Class

C properties have experienced the biggest loss of tenants in aggregate. 

Another reason Class B buildings are doing very well is that smaller office users

are starting to favor leasing over purchasing. A shortage of small office buildings

to purchase exists in the market, especially less than 5,000 square feet. To meet

this need, office condominiums have become a popular but expensive option.

New office condominium projects typically have prices starting at $200 dollars per

square foot for a finished shell plus another $25 to $50 dollars per square foot to

build out the interiors.  A ten percent return for the condominium buyer would

equate to a lease rate starting out at $22.50 per square foot plus expenses.

Leasing Class B space at the market average of just under $17 appears to be the

more desirable option.

Sales of office condominiums should remain strong for medical office users

since they typically have high build out costs. Look for existing Class B

properties to remain very strong throughout the end of the year, especially for

small and medium sized tenants.
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

2400 Louisiana Blvd NE

Bldg 1, Suite 300

Albuquerque, NM 

Phone: 505.883.7676

Internet: www.genewmexico.com

Independently Owned and Operated

© 2007 Grubb & Ellis|New Mexico

Class B Buildings Gleaning
Much Activity...
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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. 

Office Market Snapshot Albuquerque Third Quarter 2007

(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. Rates for each building are weighted by the size of 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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