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Overview

Population growth continues
to expand the San Antonio
region. According to figures
recently released by the U.S.
Census Bureau, San Antonio
experienced a 2.3% population
increase between July 2007 and
July 2008. The area’s population

retailers and restaurants to the
area. Approximately 1.8 million
square feet of retail projects
is still under construction
incduding a new Lowe's and
adjacent retail at City-Base at
Goliad (392,040 sf), The Village
at the Rim (260,000 sf), The
Pinnacle at Encino Commons

TRENDS:

Vacancy Rate

of 2009, rents are expected to flatten while landlords offer
more rental concessions to attract tenant activity.
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Major Lease Transactions
Tenant Building Size Submarket Neighborhood
Chela's Fiesta Restaurant Woodlake Plaza 6,581 Northwest Center
GSA (US Census) Madison's Market 6,500 Far West
Once Upon A Child Park Oaks Shopping Center 5,600 Core North Central
Sushi Zushi I(Fler_\ewal) Stone Oak Plaza‘ 5,001 Far North Central Community
Old England's Lion & Rose Forum at Olympia Parkway 4,093 Northeast
Musical Arts Center The Plaza at Concord Park 4170 Far North Central 019;;3"
0
*All rents are per SF/per YR unless otherwise noted.

Shallow Recession in Austin Presents Opportunities...

AUSTIN, Texas, July 14, 2009 - Austin currently boasts the
strongest employment market of any major metropolitan area
inthe country, though significant weakeningin the office sector
is projected due to overbuilding, according to a second-quarter
Office Research Report by Marcus & Millichap, the nation’s
largest real estate investment services firm. In the fourth
quarter of last year, 1.1 million square feet of speculative office
projects came online, increasing the amount of vacant space on
the market by nearly 14 percent.

“Aggressive investors with a high risk tolerance remain active
in Austin, seeking assets with vacant space that can be filled

after a shallow downturn concludes,” says J. Michael Watson,
regional manager of the Austin office of Marcus & Millichap.

Following are some of the most significant aspects
of the Austin Office Research Report:

« Payrolls in Austin are expected to contract 0.4 percent this
year as 3,300 jobs are eliminated. Office users will account for
1,500 of those cuts.

« Builders are shelving several office projects in 2009 due to
slow leasing activity associated with the economic downturn.
As a result, only 830,000 square feet will be added to stock,

Marcus g Millichap

down from 2.4 million square feet last year.

« A decrease in venture capital spending and limited demand
for large blocks of space will result in a 310 basis point rise in
vacancy this year to 21.9 percent, the highest rate since 2004.

« As vacancy pushes above 20 percent, owners are expected to
significantly decrease rents to fill space. By year end, asking
rents are forecast to drop to $24.66 per square foot, while
effective rents will soften to $20.72 per square foot, annual
declines of 6.2 percent and 7.1 percent, respectively.
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