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The market faced many challenges in 2008.Vacancy increased over the last three
consecutive quarters and it was the first time since 2004 that the year ended with
negative absorption of space. A majority of the negative absorption occurred
during the fourth quarter, which may be a sign of further deterioration. Many of the
negative moves can be attributed to national companies downsizing or shuttering
operations altogether. These moves are increasing the amount of sublease space
on the market, which grew by 94,000 square feet compared to the same time last
year.

Independently Owned and Operated

The current economic slowdown is having a chilling effect on speculative
construction. Only 10 percent of the total space under construction is being built
on a speculative basis. The 30,000 square feet of speculative construction
underway is one of the lowest levels seen over the last ten years. The sole project
is being built in Rio Rancho where industrial vacancy is only two percent. The
balance of new projects underway is build-to-suit and owner/user projects being
built in Mesa Del Sol and in the West Mesa. Look for new speculative starts to be
further restrained by more stringent financing standards. Many lenders are now
requiring much higher pre-leasing levels, 50 percent or higher, before financing
becomes available.

Even though construction costs are falling, developers will be less eager to start
new projects. Decreasing raw material expenses and excess labor from the
residential housing market should help landlords provide more attractive build
outs in the leasing market. Tenants may also begin seeing more concessions in
the form of generous tenant improvement allowances, rent abatement, and

attractive rates spurred by decreasing construction costs.
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Industrial Market Snapshot Albuquerque Fourth 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 3,272,427 437,720 13.4% (41,086) 51,990 - $4.86 $7.50
Far Northeast Heights 215,664 2,000 0.9% 64,000 68,000 - $8.34
Mesa Del Sol 414,334 - - - - 236,000
North 1-25 15,645,570 1,077,591 6.9% (219,315) (108,921) - $6.64 $8.98
North Valley 1,576,895 211,838 13.4% - 49,624 - $7.68
Northeast Heights 375,134 52,554 14.0% - (25,761) - $5.80
Rio Rancho 6,033,404 121,397 2.0% (29,816) (8,664) 30,000 - $7.50
South Valley 2,496,303 157,450 6.3% (25,050) 15,550 - $6.00
Southeast Heights 1,498,713 270,108 18.0% - 22,536 - $4.00 $10.16
University 193,960 10,400 5.4% 13,000 13,000 - $3.00
West Mesa 3,720,431 321,882 8.7% (9,707) (109,112) 37,265 $6.53
Suburban Total 36,273,059 2,738,545 7.5% (247,974) (32,513) 303,265 $6.46 $9.44
Totals 36,273,059 2,738,545 7.5% (247,974) (32,513) 303,265 $6.46 $9.44
NI Submariesy Asking Rent
General Industrial 17,692,753 1,382,214 7.8% (165,430) (44,481) 236,000 $7.38
Incubator 12,000 - - - - - -
R&D/Flex 4,084,224 506,970 12.4% 18,291 6,467 30,000 $9.44
Warehouse/Distribution 14,484,082 850,361 5.9% (100,835) 5,501 37,265 $6.46
Totals 36,273,059 2,738,545 7.5% (247,974) (32,513) 303,265 $7.56

(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.




