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Momentum in the retail market continued to increase across most sectors. As
in previous quarters, free-standing retail continued to deliver the lion’s share

of absorption activity. The third quarter experienced healthy absorption in
neighborhood and strip centers as well. While the overall increase in activity
occurred in most areas across the city, it is particularly active in the Cottonwood

and Paseo Del Norte areas.

A separation of classes is beginning to form in the retail market divided by lease
rates. New retail construction continues to attract national retailers who do not
blink an eye at paying above average rents. First generation retail centers are
getting lease rates above $24 per square foot on an annual triple net basis in
most areas. Retailers, however, can still find good value in older, well located
neighborhood centers. These centers have lease rates that are often 50 percent
below those of new construction and are especially attractive to local retailers.

Two long awaited national retailers are expanding into the Albuquerque area.
A new 14,000 square foot Trader Joe’s Grocery is currently under construction
at the northwest corner of Paseo Del Norte and Ventura. Kohl's Department
Store is planning to open two locations. One is slated for the northwest corner
of Paseo Del Norte and Louisiana and the other on Cottonwood Drive near
Alameda. Kohl's are typically about 86,000 square feet. A major retail lifestyle
center called ABQ Uptown has begun construction at the northeast corner of
Louisiana and Indian School. Phase | consists of 220,000 square feet of retail
and restaurant space and will open by Fall of 2006.
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Retail Market Snapshot Albuquerque Third Quarter 2005

By Submarket Net Absorption Under Asking Rent(4)

(All Product Types)  Total SF(1)  Vacant SF(2) Vacant % Current Qtr. Year-to-date  Const. SF(3) Neighborhood  Power
Cottonwood 3,508,862 240,494 6.9% 89,925 63,519 = $11.46
Downtown 608,450 149,428 24.6% 10,839 20,439 - -
Far NE Heights 3,602,674 275,002 7.6% 139,840 123,598 45,005 $12.01
North I-25 2,629,280 160,793 6.1% 23,368 111,037 187,260 $10.71
North Valley 723,109 63,508 8.8% (3,975) 24,364 13,000 $12.55
Northeast Heights 4,229,861 434,987 10.3% (3,325) 49,942 16,000 $10.36
Rio Rancho 1,356,665 76,099 5.6% 19,583 23,427 300,275 $9.52
South Valley 939,975 116,344 12.4% 29,153 238,472 201,436 $8.93
Southeast Heights 2,703,545 221,031 8.2% 1,577 57,332 16,510 $8.35
University 1,016,825 160,217 15.8% (8,400) (8,550) : :
Uptown 2,268,096 189,756 8.4% 1,250 9,736 53,107 $14.50 -
West Mesa 1,632,675 202,601 12.4% 27,671 44,799 84,286 $14.67 $21.00
Total 25,220,017 2,290,260 9.1% 327,506 758,115 916,879 $10.61 $21.00
By Product Type Asking Rent
(All Submarkets) By Product Type
Community 2,469,885 252,066 10.2% (6,800) 3,077 - $11.45
Free-standing 5,717,749 436,171 7.6% 179,255 488,133 637,206 $11.42
Neighborhood 6,739,364 780,539 11.6% 115,266 194,420 108,891 $10.61
Power 1,046,429 829 0.1% - 5,593 - $21.00
Showroom 1,600,472 128,805 8.0% (1,250) 46,823 5,000 $5.99
Specialty/Theme - - - - - 53,107
Strip 4,205,775 410,094 9.8% 33,924 13,258 112,675 $10.43
Super-regional 3,156,213 160,000 5.1% - - - $75.00
Urban Retail 284,130 121,756 42.9% 7,11 6,811 c $13.90
Total 25,220,017 2,290,260 9.1% 327,506 758,115 916,879 $11.15

(1) Inventory includes multi-tenant, single tenant, and owner-occupied 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, triple net. Rates for each building are weighted by the amount of available space within the building.
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