Your Commercial Real Estate Marketing Source

REDNews

reprint from July 2009 Issue of REDNews Magazine

Dallas/Fort Worth Indu

28

Excerpts from First Quarter 2009 Dallas/Fort Worth Industrial MarketView by CB Richard Ellis

The Dallas/Fort Worth Market finally

began to really see the impact of the Quick Stats rate of 10.5% versus the flex sector’s Direct & Total Vacancy Rates Dm -
nationalrecessionatthe very end 0f2008. 11.4%. Among the submarkets, the o

Job growth which had been positive Change from lust direct vacancy rate is lowest in South

throughout the year, turned negative, Corrent  Yr  Qh Stemmons and South Fort Worth. Both 00%

but the severity of the downturn locally

is much weaker than in most parts of the Total Vocangy ~ 10.7% rates below 7%. In contrast, South 8.0%
country and the Metroplex continues to Dallas, Northwest Dallas, DFW Airport

lead the nation in population growth. Lease Rates $387 and Great Southwest/Arlington all have 60%
The Dallas/Fort Worth  industrial ! direct vacancy rates of 12% or higher. )
market has shown some recent signs of Net Absorpton 1.1 msf For all four of those submarkets a large o
weakness with a rising vacancy rate, and o 61 msf portion of the increase in vacancy can o

subdued positive net absorption (which
has been decreasing for four consecutive
quarters). The positive changes in the
market fundamentals are that the new
construction  deliveries (which have
been pushing the vacancy rate up for

The arrows are trend indicators over the speci-
fied time period and do not represent a positive
or negative value. (e.g., absorption could be
negative, but still represent a positive trend over
a specified period.)

The warehouse sector has a total vacancy

of those submarkets have direct vacancy

be attributed to elevated construction
activity for these submarkets over recent
quarters.

Net absorption has remained positive
for over four years now and that
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several quarters) have decreased to the trend continued with 1.1 million sq. | Net Absorption Tl
historical norm for the market. Rental H fL. of pasitive net absorption In the
; ' Hot Topics first quarter of 2009. Net absorption,
rates have remained stable (down N
) however, has been trending downward 5000000
slightly from last quarter, but up year . .o A
overyear) Construction deliveries have de- for four consecutive quarters.
: ne 4,000,000 {—
) . . . creased fo 3.7 million s f. for the On the submarket level, outside of DFW
"":"h construction a‘“'V]'W d;"eas'"hgr first quarter; they are expected fo Airport, the northern submarkets didnot o000 |-l
the vacancy rate throughout the . . ; p
remainder o? 2009 is expec%ed to only confinue fo wind down throughout perf(r)]rmwelll)mthke ﬁrstqu‘arter(,iwhlleths 2000000 L]
! ' . southern submarkets continued to recor 000
mcrteszet modefrately.tejvterage e_asl;]mtg the remainder of the year. healthy netasorpton. SouthStermmons | |11 |1 | |
rental rates are forecasted to remain flat. ; i 000
. . was the best performer with a positive
The big variable for the next few quarters Net absorption recorded was a posi- 1.6 million sq. ft. of net absorption. .
is netabsorption.The number of tenants TiVe] -| mi||i0n 5q ﬁThIS iS dOWn 4006 1007 2007 307 4007 1008 2008 308 4Q08 1009
actively looking for space remains ' - ' Typically, the warehouse  sector
healthy (several large deals were signed however, from |[]S.T.qu0rTer and lost accounts for the majority of positive
in early 2009, but there were also an year when 1.3 million was recorded net absorption. For the first quarter the
e | b e w2
. , split between the general industrial an
net absorption is anticipated to stay Job growth fumed negafive af year flex sectors. s
positive, but to be lower than in recent . "
quarters. Relocations and consolidations end 2008, and is expected to be Average asking rates were flatin the first
remain a positive catalyst for the market, weak for the remainder of 2009. quarter for industrial properties at $3.87 ©
which should help insure the market persq. ft. This is down two cents from last N
continues to outperform most parts of quarter but up three cents for the same
the country in the short and long term. time period last year. Flex rates, which are typically more volatile, ’“
increased for the quarter to $7.75 per sq. ft. Rental rates are .
Nationally, the capital markets are continuing to feel the effects of expected to remain stable despite the increase in vacancy rates. 52
the meltdown in the residential subprime mortgage market and st
the aftershocks in the commercial lending standards. Despite the | The industrial rates are highest in East Dallas (54.29), Northeast |« |8 ML MCL B ML ML ML ML MR MCL M
uncertainty in the market, the Dallas/Fort Worth industrial market Dallals (541'6)' and Northwest Dallas ($4.26). Flex rates continue to
continues to be an attractive market for investments. According |  be highest in Northwest Dallas ($8.20), South Stemmons ($8.19),
to Real Capital Analytics, there were $0.8 billion of reported | and Northeast Dallas ($7.71).
transactions over the past 12 months. This is down significantly ) . ‘ )
from the volume recorded last year. The weighted average caprate | (onstruction activity has been trending downward for five ' ypder Construction R

for the Dallas market was 7.38% (versus the national weighted avg.
of 7.41%). The average price per sq. ft. averages $46.9 per sq. ft.,
below the national average of $67.9 per sq. ft.

The direct and total vacancy rates increased over the past quarter
10 9.7% and 10.7%, respectively for the first quarter of 2009. This
increase took place despite the positive 1.1 million sq. ft. of positive
net absorption because of the 3.7 million sq. ft. of space that was
delivered for the quarter (69% of which was vacant).

The amount of sublease space available increased moderately
during the quarter to 7.7 million sq. ft., while the actual amount
that is vacant decreased by half a million sq. ft.
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consecutive quarters, and is now back in the line with the historical
average for the Metroplex. The current pipeline of construction
underway decreased to 6.1 million sq. ft. Year over year, the pipeline
has decreased by over 10 million sq. ft.

New deliveries were down from last quarter with 3.7 million sq. ft.
delivered in the first quarter of 2009 compared to the 5.5 million
sq. ft. in the fourth quarter of 2008. Of that newly delivered space,
roughly 69% was vacant at the time of completion. In 2008, 20.3
million sq. ft. was delivered to the market, which was twice the 20-
year historical average for the market. Total deliveries for 2009 are
expected to only be roughly half of 2008 levels.
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