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LEASE RATES
Some significo nt transactions that were oo 00 e L
completed in the 3rd Quarter include: | as

Class B

- Cricket Communications
94,000 SF relocation o

- Liberty Mutual Insurance
63,000 consolidation

- Hartford Insurance
20,000 SF renewal

- Wealth Stratagies
21,000 SF relocation Gosh
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Class B

MARKET OUTLOOK o
As we approach the home stretch of this
presidential election, companies remain
conservative in their lease commitments
and are maintaining the “wait and see” attitude. Landlords are not confused-
they are pulling out all the stops to keep tenants in their buildings, even for
the short term. It is expected that the remainder of the year will progress in a

similar fashion, with the anticipation of the market to begin its recovery by the
4th quarter of 2009.

1 Metropolitan Denver ‘

‘ M Northwest

CBRE

CB RICHARD ELLIS

O R @
PROJECT ADDRESS TOTAL RSF STATUS YEAR AVAILABLE

Parkside Office Plaza 349 Inverness Drive 98,500 Completed Q3 2008

Maroon V Maroon Circle 88,832 Completed Q3 2008

Palazzo Verdi 6401 South Fiddler’s Green 305,250 Under Construction Q4 2008

CB Richard Ellis

8390 East Crescent Parkway One Lincoln Station 9380 Station Street 141,828 Under Construction Q4 2008
Suite 300 Panorama Corporate IV 9501 E Panorama 137,288 Under Construction 2008
Greenwood Village, CO 80111 Village Center Station 6360-6380 S Fiddler’s Green 607,869 Under Construction TBD
T720.528.6300 Belleview Station Belleview Avenue 120,000 Under Construction TBD
F720.528.6333 Crossroads Il Technology Way 150,000 Proposed TBD
www.cbre.com/denver Vista at Meridian Mount Pyramid Court 120,000 Proposed TBD
Corporex Center I Inverness Drive 200,000 Proposed TBD
Peakview Office Plaza 7707 East Peakview 80,891 Proposed TBD
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Southeast Office Districts

www.cbre.com/research 3rd Quarter 2008

Annual
Absorption
Trend

Annual Lease
Rate Trend

Annual

DISTRICTS TOTAL NRA

Vacancy Trend
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* The arrows are frend indicators over the specified fime period and do not represent a positive or negative value (e.g
absorption could be negative, but sfill represent a posiive trend over o specified period.)

Current Stats Total NRA Vacancy  Avoilability  Leose Rate Absorptios

Denver Tech Center 9,974,920 0 12.1% 18.2% $23.33 3,066 259,973
Greenwood Plaza 59 7,113,243 622,462 13.1% 16.8% $20.80 43,597 282,962
Inverness 45 3,839,117 0 11.3% 26.5% $20.49 -14,893 10,430
Meridian/Douglas County 37 4,410,685 143,315 7.2% 9.8% $22.50 -73,815 10,401
Panorama/Highland Park 23 2,356,150 0 13.6% 18.0% $22.26 38 54,579
East Arapahoe Road/Southgate 52 2,288,178 0 24.4% 26.6% $17.96 12,996 20,123
Centennial Airport 26 1,288,465 0 12.8% 22.6% $15.81 1,247 11,878
East Hampden Corridor 20 1,256,978 0 30.5% 32.1% $16.18 7,906 13,387

t 335 32,527,736 765,777 13.3% 19.01% $20.76 -19,858 663,733
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Recent economic fluctuations

3007 4007 1008 2008 3008
hove nOT |efT 0ny parf Of The Total NRA 15,521,833 15,850,723 15,850,723 15,513,276 15,677,869
. 7
nation unoffec’red. Denver S Direct Vacancy 12.79% 12.27% 11.16% 7.96% 8.65%)
industrial real estate market Subloase SF 168,863 184,623 158,010 175,160 101,296
hos fored befr han most, ond |2 L
. . orption K " B -16, 3
The same can be SOIdfOI’ Thlrd Asking Lease Rate $8.69 $8.85 $9.27 $8.74 $8.47
quarter pel’fOFmO nce in the Activity 259,212 593,015 606,657 457,315 360,348
Southeast industrial submarket.
The Southeast is a niche market Absorpfion v, Lease Rates
that is characterized by industrial and 0 940
flex space that is conveniently located in 30 o
close proximity to high-end housing and 0 -
office parks. Corporate image conscious %0
. . .80
small and medium sized owner/users, g0 §
local businesses and institutional landlords ~ |2* 40
. . 100
all demand this kind of atmosphere and 540
50
product. As a result, these users often } @
pay a premium in order to be located a -

in the Southeast. That premium includes 5
the higher operating expenses that are \
characteristic of the Southeast. These
elevated expenses are a result of property
taxes that are often twice those found in the
Northeast submarkets.
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Adtivity vs. Vacancy
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For information, contact: O average, third quarter average asking
lease rates decreased across the board.

400 8.0%

Thousands

300 6.0%

Sam Slaton
Associate
Industrial Properties

In the Southeast, average lease rates
across all product types fell to $8.47 per
square foot (sg. ft.) from $8.74 per sq.

200

100

4.0%

2.0%

T720.528.6406
sam.slaton@cbre.com
www.cbre.com/sam.slaton

ft. in the second quarter. Manufacturing

0.0%
rates in the Southeast actually increased
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CB Richard Ellis

8390 East Crescent Parkway
Suite 300

Greenwood Village, CO 80111
T 720.528.6300

F 720.528.6333

www.cbre.com/denver
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Sam Slaton
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Industrial Properties
T720.528.6406
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in the third quarter to $5.83 per sq. ft. up
from $5.59. This increase may be reflective
of an increase in export activity and thus

an increase in demand for manufacturing
space. The Southeast submarket posted
positive absorption in the third quarter of
122,981 sq. ft. which is up from the minimal
negative absorption that was experienced

in the second quarter. Direct vacancy in the
third quarter increased by 69 basis points

to 8.65%. Flex space, the most prominent
product type in the Southeast, totals
8,401,578 sq. ft. with a current vacancy rate
of 11.4%.

The Southeast submarket is actively
expanding its inventory of quality space.

In the third quarter, 164,593 sq. ft. of new
product was brought to market. Building 1 at
Ascendant Development’s Corporate Park at
Stonegate was delivered with approximately
15,000 sq. ft. of space pre-leased to Scott’s
Lawn Service. Buildings 1 and 2 at Southyard
Business Park, also delivered in the third
quarter, were both pre-sold and provide
users with yard space as well as lower tax
assessments. The Southeast’s construction
pipeline remains strong with 246,404 sq.

ft. of product under development. Much of
this new construction is high quality space
within business parks, specifically Corporate
Park at Stonegate, Southyard Business Park,
and Concord Business Center which is being
developed by IBC. With weaker demand and
escalating prices for construction materials,
the future new construction pipeline will
decrease.

INDUSTRIAL REGION REVIEW

Under Construction vs. Vacancy
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For information, contact:

Sam Slaton

Associate

Industrial Properties
T720.528.6406
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Uncertainty and fluctuations in capital markets, in addition to the inability to obtain
financing, have caused transactions to temper. This trend is likely fo continue over the
next several quarters. Despite this decline in activity, demand for large blocks of quality
space remained strong in the third quarter. Southyard Business Park delivered Buildings
1 and 2, both of which were pre-sold. Event Rents purchased Building 1 and Copper
State purchased Building 2. The third building in the park will be delivered next quarter,
and is partially pre-leased. 15534 E Hinsdale Circle, a 14,000 sq. ft. building sold this
quarter to New Frontier Research & Technology for $1.28 million, or $91.55 per sq. ft.
New office, hotel, and residential development, specifically the development of Vallagio
at Inverness, will attract owners and users alike as they will continue to see positive long-
term results for both their lifestyle and their business.

MARKET OUTLOOK

The recent turmoil surrounding our nation’s financial institutions as well as the

debt markets has forced activity and consumer confidence to stagnate. Denver’s
industrial market has a stronger outlook than many other parts of the country, and the
Southeast submarket continues to be one of Denver’s strongest sectors. Small and
large companies alike continue to favor the Southeast for its high quality product and
convenience. lts proximity to Centennial Airport makes the Southeast an ideal location
to provide space and product for the commerce and trade that comes in and out of the
airport. The diversity of industries that utilize Centennial Airport are a key factor to the
Southeast’s sustainable growth and stability through the current market cycle.

Number of Buildings NRA Lease Rates
Metropolitan Denver 4,480 222,344,023 $6.23 6.1%
Warehouse/Distribution 2,674 135,031,243 $6.41 5.9%
Flex/R&D 696 33,110,452 $8.43 10.9%
Manufacturing 215 46,667,346 $5.75 3.5%
Southwest 659 21,769,494 $6.31 4.5%
Warehouse/Distribution 421 13,149,096 $6.13 3.9%
Flex/R&D 78 2,640,059 $8.10 8.0%

Manufacturing _ 141 5,356,191

$5.86 3.7%
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For information, contact:

Matt Henrichs
Associate
Retail Properties

T.720'528'6308 NRA 7,435,459 7,435,459 7,489,649 7,489,649 7,522,579
matt.henrichs@cbre.com

www.cbre.com/matt.henrichs Construction 1,121,719 1,121,719 1,294,719 1,294,719 1,294,732
Vacancy 3.1% 3.7% 4.5% 3.2% 3.9%
CB Richard Ellis Sublease SF 43,100 43,100 52,456 45,530 30,000
8390 East Crescent Parkway Availability 3.6% 4.3% 5.6% 3.8% 4.4%
Suite 300 ~—|Absorption 4,297 (48,601) (8,729) 99,826 (18,797)

' - b«

Greenwood Village, CO 80111 A ctivity 26,017 5,800 13,092 156,377 '

T720.528.6300
F 720.528.6333

www.cbre.com/denver

The retail sector is among the hardest hit

RETAIL REGION REVIEW

during the current economic crisis. The Construction vs Vacancy
housing slump, credit crunch, upheaval 1,350 50%
of the stock market and collapse of major 1300 Zﬁﬂﬁ:
financial institutions have created extremely g 120 35%
difficult times for landlords and tenants alike. % 1200 2222
As retailers continue to struggle, vacancy 0 20%
rates are on the rise in the Denver Market. Mo 1;:;:
Landlords are having to make major :Zzz 3322
concessions fo retain their existing tenants ' 3007 4007 1008 2008 3008 ‘
and to attract the reduced number of tenants | . Construdion === \lgcany
expanding within the market. The negative
effects of the economy have expanded Absorption vs Lease Rates
beyond the “mom and pop” retailers, as - §2400
100 $23.00
g Yoo . sam
Quarferly £ 60
g 0 —_ _ _ _ )
Construction v A £ n $20.00
Vacancy A A
Absorption A v 40 S1B00
-60 $§17.00
Lease Rates A v 3007 4007 1008 2008 3008
Acivity A v B Absorption === eqse Raes

> Lease Rates $20.92

T

$21.03_
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junior box and big-box users along with other

national retailers are slowing expansions,

reducing inventory and in some instances yhana :
going dark. —
The Southeast Submarket has weathered the St 1
economic crisis better than most submarkets
within the Denver Metro Area. The third Pors G

quarter of 2008 posted the lowest vacancy

120%

and availability rates within the metro area pe——— okt

at 3.9% and 4.4% respectively. The average
asking lease rate decreased slightly from
second quarter, settling at $21.23 per square

LEASE RATES

Neighb/Com Center

foot (sq. ft.), but remained one of the highest
within the metro area. Third quarter posted a
negative absorption of 18,797 sq. ft.

Strip Center

Power Center

Construction within the Denver market has

been effected by the current economic turmoil n 5o oo smw sw o

as well. New project announcements have [ i = s

slowed drastically and many

existing proposed projects are Southeast NRA by Product Type

For information, contact:  delaying groundbreakings.

Boasting almost 1.3 million ™ Power Center

Matt Henrichs
Associate

Retail Properties  remaining in the pipeline,
77205286308 w0 5o theast Submarket is
matt.henrichs@cbre.com
www.cbre.com/matt.henrichs  proving a higher resilency to

square feet of new development

m Strip Center

the economic crisis than other

CB Richard Ellis  submarkets within the metro NeightyComm Cate
8390 East Crescent Parkway
suite 300 9rea
ui
Greenwood Village, CO 80111
T 720.528.6300 ber of Bulding RA oass Rate Availab -
F 720.528.6333
Metropolitan Denver 595 73,343,362 $18.04 8.2% 7.2%
www.cbre.com/denver Power Center 59 21,629,325 $19.22 6.3% 5.9%
Strip Center 28 1,772,093 $15.69 52% 4.9%
Neighborhood/Community Center 411 41,684,087 $17.28 9.6% 9.6%
Southeast 49 7,522,579 $21.23 4.4% 3.9%
Power Center 7 3,560,940 $14.50 4.2% 3.2%
Strip Center 6 407,963 $16.05 3.4% 3.4%
Neighborhood/ Community Center 33 3,415,676 $19.91 4.6% 4.6%
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