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weo Otable Is Not So Bad

The Albuquerque industrial market held its own during the second quarter as
vacancy remained stable. Despite the fears of an economic slowdown driven by
significant declines in single-family home construction, some pockets of positive
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activity were present. The burgeoning film and movie industry is driving demand
for warehouse spaces from companies providing logistical support to production
companies. Users seeking smaller spaces are scrutinizing asking prices and
commanding more concessions.

Landlord’s pricing power has begun to adjust to current conditions. Overall annual
average asking rates dropped twenty-two cents per square foot in the second
quarter. With operating costs likely to increase, any further decrease in asking
rental rates is unlikely. This could put landlords in a tough position if the market
softens more and they need to increase their rents to meet rising costs. Tenants
will likely see the advantage in negotiations unless they require
warehouse/distribution spaces with clear heights greater than 24 feet.

New construction starts have yet to gain momentum resulting in a limited supply
of larger spaces over 25,000 square feet. What is available in this segment are
sublease opportunities by national or regional users who have pulled in their reins
as a result of the contracting national economy. This may improve the supply of
larger spaces on the market but have a chilling effect on new speculative
construction starts. Compared to last year, projects under construction have fallen
77 percent. Look for new construction starts to be mainly build-to-suit and owner

developed projects.
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Industrial Market Snapshot Albuquerque Second 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) $12.00
Downtown 3,272,427 462,951 14.1% (17,979) 26,759 $5.36 $7.50
Far Northeast Heights 215,664 66,000 30.6% 4,000 $8.34 $12.00
Mesa Del Sol 414,334 - - 36,000
North 1-25 15,629,370 856,554 5.5% 87,044 95,916 $7.06 $10.51
North Valley 1,576,895 224,687 14.2% 2,450 36,775 $6.07
Northeast Heights 375,134 36,554 9.7% 21,019 (9,761) $5.95
Rio Rancho 6,008,804 79,133 1.3% (1,600) 9,000 14,600
South Valley 2,496,303 140,600 5.6% 32,400 $5.93
Southeast Heights 1,287,636 77,531 6.0% 13,918 4,036 $6.50 $18.80
University 193,960 23,400 12.1% $3.00
West Mesa 3,692,392 232,032 6.3% (26,726) (47,301) 44,938 $6.65
Suburban Total 35,993,143 2,275,047 6.3% 78,126 151,069 95,538 $6.88 $10.94
Totals 35,993,143 2,275,047 6.3% 78,126 151,069 95,538 $6.88 $10.94
A Submarery) Asking Rent
General Industrial 17,640,114 1,183,828 6.7% 70,565 101,266 78,639 $7.49
Incubator 12,000 - - - - -
R&D/Flex 3,873,147 319,222 8.2% 7,436 (17,862) - $10.94
Warehouse/Distribution 14,467,882 771,997 5.3% 125 67,665 16,899 $6.88
Totals 35,993,143 2,275,047 6.3% 78,126 151,069 95,538 $7.86

(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.

Grubb & Ellis Office Locations

\ Edmontonm

Portland

Briish Columbia Aberta Manitoba

Saskatchenwan

nCalgary.

Vancouver

Regina

Winnipeg
"
= Kalispel

= Bozeman

Sacramento
Walnut Creek
San Francisco.
Palo Al
Pleasanton
San Jose

Rosegle /g Reno

Denver

Fresno
nVisalia

.
Colorado Springs

San Luis Obispo
Santa Barbara
Santa Claita
Los Angeles

Santa Fe

Abuqgerque

West

Las Cruces
]

" Dalas
Anaheim

NewportBeach

Temecula

Carlsbad

San Diego \ !

Juarez
Austin
.

Houston
San Antonio 1
L)

= Gorpus Christ

.
oty m]

San Luis Potosi
e
@

bl
Honolls™ Fee,

P

Quebec

= Columbia,

Quebec Ciyg

Montreal
"

Phiadelphia &
King of Prussiam)

L)

5
) =4

Halifax

Portsmouth
Billrica
Boston
Stamford

Wappinger Fals

N New York Midiown

Edison
Marlion

SS-DE Wiingion

2hyre Beach
Charleston

Baltmore
Bethesda
Washington, D.C.

e GI‘UbbErElliS@ New Mexico

Property Solutions Worldwide
Independently Owned and Operated

© 2008 Grubb & Ellis|New Mexico

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.



