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Buildings Total NRA Vacancy Availability Lease Rate Absorption Activity
Denver Tech Center 73 9,974,920 0 12.1% 18.9% $23.67 -78,301 198,173
Greenwood Plaza 59 7,113,243 505,424 13.7% 20.7% $21.37 19,983 125,579
Inverness 44 3,740,617 98,500 8.5% 23.4% $21.02 66,905 83,067
Meridian/Douglas County 34 4,267,994 310,519 2.3% 6.4% $22.68 13,702 24,155
Panorama/Highland Park 23 2,356,150 0 13.6% 16.8% $22.90 -89,774 89,554
East Arapahoe Road/Southgate 44 2,181,578 140,000 17.8% 23.9% $17.28 -20,701 41,645
Centennial Airport 26 1,288,465 0 12.8% 20.3% $17.85 -7,452 39,069
Eost Hampden Corridor 20 1,256,978 0 31.1% 31.8% $16.26 -1,670 39,588
Southeast 323 32,179,945 1,054,443 12.0% 18.90% $21.29 -97,308 640,830
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Denver’s industrial sectors remained

) 2Q07 3Q07 4Q07 1Q08 2Q08

STOble In fhe Second qUGrfer Of 2008 NRA 15,462,674 15,508,274 15,837,164 15,837,164 15,499,717
despi‘re Uncer‘rgin‘ry SUrrou nding Vacaney 11.32% 12.80% 12.03% N17% 7.86%
the ital markets and nomi Sublease SF 195,819 168,863 184,623 158,010 175,160
ca p a a € a econo c Availability 13.27% 16.25% 16.55% 15.85% 11.45%)|
growth. Similarly, Denver’s Southeast  |asorpion 203873 40441 408,605 99,141 18
|ndUS1‘I’iO| SmeOrI(ef Conﬂnues Lease Rates $7.18 $8.58 $8.12 $8.53 $8.32
Actvity 624,371 259,212 593,015 606,657 457,315

to boast attractive fundamentals,

Absorption vs. Lease Rates

strong rental rates, and high tenant

demand. This niche market continues to
attract small to medium sized industrial
users. The density of owner/users and
local businesses in the Southeast Industrial
submarket is high. Thus, the convenience
of industrial and flex space located in close

proximity to high-end housing and office

parks translates to an increasing willingness 2Q07.3Q07. 407 1Q08  2Q08
. . = Ab ti — Ratt
to pay a premium. However, the Achilles’ e e
heel of the Southeast submarket continues
. . . Activity vs. Vacancy
to be its higher operating expenses. These 700 1800%

elevated expenses are largely a reflection | 1200

of property taxes that can often be double
those found in the Northeast.
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Sam Slaton
Associate
Industrial Properties

The Southeast market’s average lease
rate in the second quarter was $8.32
per square foot (sqg. ft.) which is slightly
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down from $8.53 per sq. ft. in the first 2007 sa7 a7 1008 2008
quarter. The Southeast posted 99,141 e
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sq. ft. of positive absorption in the first
quarter, while the second quarter brought
on only a very minimal amount of negative
absorption. Flex space in the Southeast
totals 8,393,461 sq. ft. with a current
vacancy rate of 11.4%, the greatest among
all product types. Warehouse/distribution
space totals 5,352,559 sq. ft. with a
vacancy rate that is significantly lower at
4.2%. Finally, manufacturing space totals
1,401,280 sq. ft. with a vacancy rate at
2.4%, while vacancy for the entire Southeast
market is at 7.86%. Leasing activity
remains strong in the Southeast. Through

a series of consolidations and expansions,
Digicomm recently occupied 250,000 sq. ft.
at 1 Digicomm Drive. Sublease space also
remains popular. 54,280 sq. ft. of space

at 8532 Concord Center Drive was recently
subleased to Telecomwise Corporation.

The landscape of the Southeast Industrial
market is one that provides newer, higher
quality spaces to tenants and owners. The
construction of several new projects by
Ascendant Development has brought even
more high quality options to tenants. The
Corporate Park at Stonegate will deliver in
December of 2008 and will add 85,000
sq. ft. to the Southeast market. Southyards
Business Center at 8465 Concord Center
Drive, also developed by Ascendant, is
currently under construction, and upon
completion, will infroduce over 115,000 sq.
ft. to the market. This project has already

boasted success with2 buildings pre-sold :
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and the third building is sold and partially occupied with the final 18,000 sq. ft. to be
leased out. This development offers significant outside storage, which is rare in the
Southeast market. The redevelopment of a vacant 4800 East Dry Creek Road into
retail space for Life Time Fitness removed 263,000 sq. ft. from the market base and
decreased vacancy.

Landlords find themselves in a profitable situation as the Southeast continues to draw
demand as large blocks of quality space are increasingly difficult to find. The recent
sale of 13636 East Davies Place to CH2M HILL proved to be advantageous to the
previous owner as CH2M HILL paid nearly full asking price for their new 18,869 sq. ft.
warehouse building on 4.11 acres of land. They closed at $3 Million ($159 per sq. ft.)
Owner/User sales that range from $1 Million to $3 Million remain the most prominent
in this market. The sale of 41,796 sq. ft. at 74 Inverness Drive East for $3.25 Million
to Steritec was one of the more notable sales of the quarter. With uncertainty in capital
markets, the volume of transactions could temper in the short run. However, investors
continue fo be attracted to the area as they see positive long term results in the future for
the Southeast.

Despite concerns about the economy, the outlook for the Southeast Industrial submarket
remains cautiously optimistic. Both small and large corporations continue to favor this
part of Denver, as evidenced by the current industries that do business as well as Charles
Schwab'’s announcement that they will bring hundreds of jobs to the Southeast in the near
future. Centennial Airport is located in close proximity to the Southeast submarket. The
airport is an important hub for commerce and trade and the business that it brings in and
out of the southeast drives the industrial market. The Southeast’s industry diversification
is the key to sustainable growth and stability through the current market cycle.

Denver Metro 4,451 221,054,832 $6.31 5.8%

Warehouse/Distribution| 2,652 133,559,827 $6.31 5.3%

Flex/R&D 692 33,231,104 $8.57 10.8%

Manufacturing 911 46,536,119 $5.83 3.9%

||Southeast 336 15,499,717 $8.32 7.9%

Warehouse/Distribution 115 5,352,559 $8.32 4.2%

-5 Flex/R&D 180 8,393,461 $9.22 11.4%

Bon s Manufacturing 28 1,401,280 $5 59 2.4%
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It is evident that consumers are concerned

about the current economic situation and Construction vs Vacancy
, ' , . 1,400 — - 7.0%
have adjusted their shopping behavior,
invariably hitfing the refail market the hardest |+ o
invariably hitting the retail market the hardes 1,000 | 5 0%
i %)
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national level, and thus have less capital for
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Vacancy 3.1% 3.1% 3.7% 4.7% 6.7%
Sublease SF 40,500 43,100 43,100 52,456 45,530
Availability 3.7% 3.6% 4.3% 5.7% 7.3%
Absorption (60,766) 1,697 (48,601) (72,483)  (158,172)
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make concessions to retain current tenants.
In a slight relief to retailers, the government’s

economic stimulus program proved to
ultimately be a success as national retail sales
increased by 1% in May, the largest increase
since November.

The Southeast Retail submarket of Denver is

definitely not immune to the current economic

situation. The second quarter of 2008 posted

158,172 square feet (sqg. ft.) of negative
absorption, adding to the first quarter’s
negative 72,483 sq. ft. Vacancy ticked up to
6.7% with availability coming in at 7.3%. The
slow leasing of new product being introduced
to the market has positively affected rental

rates, as they have increased seftling at
$19.22 per sq. ft.

EMeropoiian Demeer O Sculhzast

Southeast NRA by Product Type
The recent credit crunch has made financing
property sales much more challenging,
resulting in a dramatic slowdown in retail sales

For information, contact:  volume. The uncertainty within the market

due to the economic conditions has noticeably
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affected construction, with few new projects

Retail submarket currently boasts 1.2 millions
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