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East Region Space Market
Office - 4Q 2006

Inventory SF (000s) Vacancy Rate (%) Net Absorption SF (000s) Asking Rents ($/SF)

Baltimore 47,494 12.3 451  $21.88 Gross

Boston 155,529 11.9 1,614  $25.59 Gross

Charlotte 36,740 14.2 627  $17.66 Gross

Hartford 26,138 16.0 80  $18.78 Gross

New York 428,435 6.5 3,976  $40.70 Gross

Newark 43,295 12.8 692  $24.14 Gross

Philadelphia 99,719 12.7 735     $21.30 Net

Pittsburgh 63,531 17.3 -114  $18.18 Gross

Raleigh 35,679 14.7 413 $18.83    Gross

Washington, DC 260,614 9.1 1,718 $31.15    Gross

Industrial - 4Q 2006

Inventory SF (000s) Availability Rate (%) Net Absorption SF (000s) Asking Rents ($/SF)

Baltimore 190,837 12.5 1,869  $6.19 Net

Boston 381,029 15.3 -585  $6.63 Net

Charlotte 161,769 10.5 612  $4.59 Net

Hartford 68,491 10.4 693  $4.71 Net

New York 302,605 8.8 159  $7.19 Net

Newark 212,750 7.3 1,315  $6.57 Net

Philadelphia 411,205 11.0 420  $5.51 Net

Pittsburgh 103,274 19.0 561  $4.38 Gross

Raleigh 60,021 12.5 -146        $7.06    Net

Washington, DC 182,291 10.6 981        $9.81    Net

Retail - 3Q 2006

Inventory SF (000s) Availability Rate (%) Net Absorption SF (000s) TWR Rent Index ($/SF)

Baltimore 33,274 7.4 200 $17.87

Boston 51,719 6.7 436 $16.63

Charlotte 15,599 12.6 137 $16.70

New York 32,776 7.8 -164 $23.62

Newark 15,312 4.6 384 $21.58

Philadelphia 56,206 8.6 530 $19.50

Washington, DC 58,883 4.7 -209 $22.08

Space Market Data has been provided courtesy of Torto Wheaton Research. 
Analysis within this report is solely compiled and produced by the Real Estate 
Research Corporation, and in no way reflects the interpretations, opinions, or 
conclusions of Torto Wheaton Research.

CBRE/Torto Wheaton Research 
is a full-service research and in-
vestment advisory firm, special-
izing in commercial real estate 
markets.

With over 20 years of experience, 
our industry leading research, 
market expertise, and strategic 
partnerships provide clients with 
tactical advice and strategic di-
rection to identify market opportu-
nities that enhance performance 
and manage risk.  

CBRE/TWR is internationally rec-
ognized for our solid foundation 
in economics, accurate forecasts, 
analytical expertise, and provid-
ing clients with unparalleled in-
sight into the dynamics of the real 
estate market that impact perfor-
mance.  

Raymond Torto 
Ph.D., CRE

William Wheaton
Ph.D.

Trusted Advice. Proven Performance.

RERC extends its appreciation to CBRE/Torto Wheaton Research, 
which contributed all of the space market information on this page.
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EastRegionTransactionBreakdown

East Regional Analysis - 4Q 2006
Market Assessment

Office
Strong Upside Baltimore

Fully Priced Raleigh

Industrial
Strong Upside Baltimore

Fully Priced Boston

Retail
Strong Upside Boston

Fully Priced Richmond

Apartment
Strong Upside Pittsburgh

Fully Priced New York City

Hotel
Strong Upside Hartford

Fully Priced Northern 
New Jersey

*Relative earnings are based on RERC’s economic cashflow forecast. 
Market risk assessment is based on a measure of the average sale price 
vs. relative earnings among the 48 markets RERC tracks each quarter.

Regional Transaction Price Breakdown/Tiers
East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)

Office Industrial Retail Apartment Hotel Total
Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

■ Although the average transaction-based capi-
talization rate for industrial properties in the 
East region is lower than that of the nation, the 
average sale price per square foot of industrial 
space is only $1 below the national average.

■ The transaction-based capitalization rate for 
the retail sector in the East region as well as for 
the nation as a whole is 6.9 percent. However, 
since properties in the East region are selling 
at a much higher average price per square foot 
than nationally, it is likely that some overpricing 
exists for retail space in the East region.
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Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

East Region Office Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Sq. Ft. Cap Rate

Baltimore $137 6.9

Boston $199 6.5

Charlotte $147 7.0

Hartford $104 7.3

New York $382 6.4

Northern New Jersey $163 6.9

Norfolk $134 7.2

Philadelphia $141 7.0

Pittsburgh $86 8.0

Raleigh $118 7.8

Richmond $97 7.6

Washington D.C. $293 6.3

NATIONAL $167 7.2
Unit prices based on data derived from samples of commercial transactions on local, regional, and national levels.
Capitalization rates based upon available transaction information, survey respondents, and NCREIF Index Returns.
Source: RERC. Content cannot be duplicated or reproduced without expressed written consent of RERC.

Average Price Per Sq. Ft. - 4Q 2006
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IndustrialPropertySector

Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

East Region Industrial Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Sq. Ft. Cap Rate

Baltimore $71 6.8

Boston $97 7.5

Charlotte $61 7.5

Hartford $55 7.3

New York $202 6.7

Northern New Jersey $95 7.1

Norfolk $76 7.9

Philadelphia $61 7.7

Pittsburgh $63 7.7

Raleigh $71 7.7

Richmond $60 7.7

Washington D.C. $121 6.4

NATIONAL $83 7.4
Unit prices based on data derived from samples of commercial transactions on local, regional, and national levels.
Capitalization rates based upon available transaction information, survey respondents, and NCREIF Index Returns.
Source: RERC. Content cannot be duplicated or reproduced without expressed written consent of RERC.

Average Price Per Sq. Ft. - 4Q 2006
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RetailPropertySector

Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

East Region Retail Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Sq. Ft. Cap Rate

Baltimore $133 7.1

Boston $161 6.5

Charlotte $134 7.1

Hartford $102 6.6

New York $434 6.2

Northern New Jersey $192 6.8

Norfolk $129 6.9

Philadelphia $175 6.7

Pittsburgh $187 7.1

Raleigh $156 6.2

Richmond $156 8.3

Washington D.C. $273 7.7

NATIONAL $169 6.9
Unit prices based on data derived from samples of commercial transactions on local, regional, and national levels.
Capitalization rates based upon available transaction information, survey respondents, and NCREIF Index Returns.
Source: RERC. Content cannot be duplicated or reproduced without expressed written consent of RERC.

Average Price Per Sq. Ft. - 4Q 2006
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ApartmentPropertySector

Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

East Region Apartment Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Sq. Ft. Cap Rate

Baltimore $99,515 5.6

Boston $173,876 5.8

Charlotte $54,411 6.2

Hartford $66,797 6.0

New York $176,632 5.8

Northern New Jersey $107,787 5.9

Norfolk $71,688 6.3

Philadelphia $78,595 6.2

Pittsburgh $35,357 5.9

Raleigh $67,246 6.0

Richmond $86,697 7.2

Washington D.C. $136,166 5.9

NATIONAL $107,833 6.3
Unit prices based on data derived from samples of commercial transactions on local, regional, and national levels.
Capitalization rates based upon available transaction information, survey respondents, and NCREIF Index Returns.
Source: RERC. Content cannot be duplicated or reproduced without expressed written consent of RERC.

Average Price Per Sq. Ft. - 4Q 2006
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HotelPropertySector

Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

East Region Hotel Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Sq. Ft. Cap Rate

Baltimore $216,074 8.2

Boston $139,013 8.6

Charlotte $90,914 8.3

Hartford $50,612 8.1

New York $351,547 8.4

Northern New Jersey $134,383 9.2

Norfolk $52,082 8.4

Philadelphia $94,847 8.3

Pittsburgh $61,302 8.5

Raleigh $81,749 8.8

Richmond $27,709 8.5

Washington D.C. $231,187 7.9

NATIONAL $110,713 8.7
Unit prices based on data derived from samples of commercial transactions on local, regional, and national levels.
Capitalization rates based upon available transaction information, survey respondents, and NCREIF Index Returns.
Source: RERC. Content cannot be duplicated or reproduced without expressed written consent of RERC.

Average Price Per Sq. Ft. - 4Q 2006
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Office
During fourth quarter 2006, Baltimore 
office fundamentals improved 
steadily. Space absorption was 
strong, and rental rates increased 
slightly. Construction activity also 
continued to grow throughout the 
region.

The average sale price for office 
properties is $137 per square foot, 
below the national average of $167 
per square foot, and well below the 
East regional average of $200 per 
square foot.

The transaction-based capitalization 
rate for the Baltimore office market 
is 6.9 percent, 20 to 30 basis points 
lower than the national and East 
regional average capitalization rates.

CCIM designees and candidates 
rated Baltimore’s office market 
performance at 7.0 out of a possible 
10.

With improving fundamentals and a 
lower capitalization rate than the re-
gional and national averages, the Bal-
timore office market appears to be a 
fairly strong investment opportunity, 
as the average price is also well below 
national levels. However, if construc-

■

■

■

■

tion continues, overbuilding could oc-
cur, thus forcing vacancy rates up and 
rental rates down. 
 

Industrial
The Baltimore industrial sector 
fundamentals remained steady 
during fourth quarter 2006, with 
average rental rates consistent over 
the last two quarters. Fourth quarter 
construction activity slowed, although 
some reports indicated an increase 
in speculative building. 

The average price of industrial 
properties in the area is $71 per 
square foot, lower than the national 
average of $83 per square foot and 
the East regional average of $84 per 
square foot.

The average capitalization rate for 
industrial properties in the Baltimore 
area is 6.8 percent, lower than the 
East regional average of 7.3 percent 
and the national average of 7.4 
percent.

Baltimore’s industrial market funda-
mentals appear to be entering a pe-
riod of equilibrium. Sale prices and 
capitalization rates are well below 
regional and national average levels. 
However, if new construction is not 

■

■

■

held in check, supply may increase 
dramatically, forcing fundamentals 
such as rental rates and vacancy 
rates to worsen.

Retail
RERC’s transaction analysis 
indicates that the average price for 
retail properties in the Baltimore area 
is $133 per square foot, below both 
the national average of $169 per 
square foot and the East regional 
average of $199 per square foot.

The average capitalization rate for 
the Baltimore region is 7.1 percent, 
higher than both the national and 
East regional average capitalization 
rates of 6.9 percent.

With the average capitalization rate 
for Baltimore area retail properties is 
slightly higher than both the regional 
and national capitalization rates, and 
the average sale price per square 
foot substantially lower, there may be 
a small window of investment oppor-
tunity.

Apartment
RERC’s transaction analysis indicates 
Baltimore’s apartment properties 
are selling for an average price of  
$99,515 per unit, slightly below the 

■

■

■

The Baltimore market is best defined as a stable market, 
with fundamentals changing only slightly. The area’s 
economy and demographics are not expected to change 
dramatically in the near future either. Given these 
trends, none of the property sectors seem to be offering 
a big opportunity for quick returns, but no property type 
seems overly risky either. 

Demographics & Economy

Population: 
2006 (est.): 2.7 million
2011 (proj.): 2.8 million

Unemployment Rate:
Baltimore - 3.8%
Maryland - 3.6%
National - 4.5%

Economic Performance Rating*:
Baltimore - 8.0
National - 6.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.



Copyright© 2007 by Real Estate Research Corporation (RERC) and the CCIM Institute.Investment Trends
Quarterly

Baltimore

25

National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

national average of $107,833 per 
unit, and well below the East region 
average of $128,020 per unit.

The average capitalization rate for 
the Baltimore apartment market is 5.6 
percent, lower than both the national 
and East regional rates of 6.3 percent 
and 6.1 percent, respectively.

Although the apartment market in the 
Baltimore area has low capitalization 
rates, the average selling price is also 
low. With an economy and demograph-
ics that are expected to see about av-
erage growth over the next few years, 
RERC expects demand to remain rela-
tively constant.

Hotel
The average sale price for hotels 
in the Baltimore area is $216,074 
per room, nearly twice the national 
average of $110,713 per room and 
substantially higher than the East 
regional average of $147,952 per 
room.

The average transaction-based 
capitalization rate for hotel properties 
within the Baltimore market is 8.2 
percent, lower than both the national 
and regional average capitalization 
rates. 

The lower average capitalization rate 
compared to regional and national av-
erage rates indicates that according to 
this data set, the value of Baltimore’s 
hotel properties is generally higher 
than those regionally or nationally. This 
is reflected in the higher average sale 
price. Because the Baltimore area re-
lies heavily on tourism, there is contin-
ued demand for hotel space.

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Return

1-Year Rate 19.40% 16.30% 14.00% 12.30% 16.10%

3-Year Rate 16.80% 19.60% 21.30% 14.20% 19.20%

5-Year Rate 12.00% 16.20% 18.80% 15.90% 16.90%

10-Year Rate 13.00% 14.60% 13.10% - 14.70%

15-Year Rate - 12.10% 9.80% - 11.40%

Income Return

1-Year Rate 6.50% 6.30% 6.70% 5.10% 6.50%

3-Year Rate 7.70% 7.40% 7.20% 5.60% 7.40%

5-Year Rate 8.70% 8.10% 8.00% 6.20% 8.10%

10-Year Rate 9.50% 8.60% 8.60% - 8.80%

15-Year Rate - 8.60% 8.40% - 8.70%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 9% 34% 28% 20% 9%

3-Year Average 10% 34% 28% 19% 9%

5-Year Average 12% 31% 29% 17% 10%

10-Year Average 13% 30% 31% 13% 13%

15-Year Average 9% 33% 34% 8% 16%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Baltimore Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $75 $84 $42 $36 - $236 

>$5 million $733 $699 $335 $928 $348 $3,043 

All $808 $783 $376 $964 $350 $3,281 

Unit Price Averages
<$5 million $114 $71 $101 $76,207 - -

>$5 million $161 $69 $205 $142,402 $221,333 -

All $137 $71 $133 $99,515 $216,074 -

Median of all $100 $57 $86 $75,714 $181,155 -

Capitalization rates (all)
Range 5.2 - 8.6 5.1 - 8.5 5.3 - 8.9 4.2 - 7 6.2 - 10.3 4.2 - 10.3

Average 6.9 6.8 7.1 5.6 8.2 6.9

Noteworthy Transactions 
The 977,436-square-foot industrial building located at 
the intersection of Security Boulevard and I-695 sold for 
$77 million, or $79 per square foot, slightly higher than 
the Baltimore area average of $69 per square foot for 
properties in this price category.
The Verizon Office Building, located at 1 East Pratt St. and 
containing 265,000 square feet, sold for approximately 
$20 million, or nearly $75 per square foot – less than half 
the average sale price of $161 per square foot for buildings 
selling over $5 million.
The 155,000-square-foot retail building located at 4536 
Edmondson Ave. sold for $14 million, or $90 per square foot – 
less than half the area average sale price of $205 per square 
foot for properties selling in this price category.
The 16-unit apartment complex located at 638-54 South 
Paca St. and 517-29 South Freemont Ave. sold for $1.5 
million, or $93,750 per unit, higher than the Baltimore area 
average of $76,207 per unit for properties selling for less than 
$5 million. 
A 367,000-square-foot industrial property located at 659 East 
25th St. sold for $32.2 million, or $88 per square foot, greater 
than the average price of $69 per square foot for properties 
selling over $5 million.

■

■

■

■

■
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Office
Fundamentals in the Boston area of-
fice market increased greatly during 
fourth quarter 2006. Absorption contin-
ued to grow, the average vacancy rate 
declined further, and the average rental 
rate increased. With rents increasing in 
the city’s CBD office subsector, expect 
increased demand for space in the 
suburban office market. 

RERC’s transaction analysis indicates 
that the average sale price for office 
properties in the Boston market is 
$199 per square foot, nearly equal to 
the East regional average of $200 per 
square foot, but somewhat above the 
national average of $167 per square 
foot.

RERC’s transaction-based capitaliza-
tion rate for the Boston market is 6.5 
percent, while rates for the East region 
and nation are 7.1 percent and 7.2 per-
cent, respectively.

CCIM designees and candidates rated 
the performance of the Boston office 
market at 6.0 on a scale of 1 to 10.

With improving office market funda-
mentals and increasing prices, many 
investors still consider Boston an area of 
great investment opportunity. 
 

Industrial
Although the Boston industrial market 
has been fairly stable over the last few 
years, fourth quarter 2006 saw nega-
tive net absorption and a slight increase 
in the availability rate. Rental rates in-
creased, however.

■

■

■

■

■

The Boston market has an aver-
age sale price of $97 per square 
foot for industrial properties, 
higher than the East regional 
average price of $84 per square 
foot and the national average 
price of $83 per square foot. 

The average capitalization rate 
for the Boston office market is 
7.5 percent, slightly higher than the na-
tional average rate of 7.4 percent and 
the East regional average rate of 7.3 
percent. 

At 6.0 on a scale of 1 to 10, CCIM des-
ignees and candidates rated the perfor-
mance of the Boston industrial market 
slightly above average.

The Boston industrial market seems to be 
stabilizing and coming more in line with 
national levels. As the fundamentals begin 
to level off, the average capitalization 
rate is moving toward the national rate. 
Prices, however, are still much higher 
than national average prices, indicating 
that a decline may be in store over the 
coming year.

Retail
RERC’s transaction analysis shows re-
tail space in the Boston area is selling 
for an average price of $161 per square 
foot, which is relatively low compared 
to the East regional average sale price 
of $199 per square foot, but quite com-
parable to the national average of $169 
per square foot.

The average transaction-based capi-
talization rate for retail properties is 6.5 
percent, slightly lower than both the na-

■

■

■

■

■

tional and East regional capitalization 
rate averages of 6.9 percent.

CCIM designees and candidates rated 
the Boston retail sector at 8.3 on a 
scale of 1 to 10, with 10 being high, in-
dicating their expectations are that the 
market will perform well above average 
over the coming year.

With a lower capitalization rate, it is 
generally expected that the average sale 
price for Boston retail properties would 
be higher. However, with a lower average 
sale price than both the region and the 
nation, investors will continue to look to 
retail.

Apartment
RERC’s transaction analysis indicates 
apartments in the Boston area are sell-
ing for an average price of $173,876 
per unit, significantly higher than the 
East regional average sale price of 
$128,020 per unit and the national av-
erage sale price of $107,833 per unit.

The average capitalization rate for Bos-
ton apartment properties is 5.8 percent, 
below the East regional and national 
average capitalization rates of 6.1 per-
cent and 6.3 percent, respectively.

■

■

■

With the exception of the retail sector, the average price 
of commercial real estate in the Boston market is higher 
than the national average. These high prices are due 
in large part to the sectors seeing declining vacancy 
rates, low capitalization rates, and increasing rents. 
Capitalization rates are expected to increase, however, 
which will force prices down to more normal levels 
during the coming year.

Demographics & Economy

Population: 
2006 (est.): 4.5 million
2011 (proj.): 4.6 million

Unemployment Rate:
Boston - 4.4%
Massachusetts - 5.3%
National - 4.5%

Economic Performance Rating*:
Boston - 7.0
National - 6.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

CCIM designees and candidates rated 
apartment performance in the Boston 
area at 8.0 on a scale of 1 to 10, with 
10 being high.

The average sale price for apartment 
properties within the Boston area is 
substantially higher than those for the 
region and the nation, and the average 
capitalization rate for the sector is 
substantially lower than that for the region 
and the nation. In fact, the average price 
in the Boston area may be considered 
high when compared with the realized 
capitalization rate. With slower population 
growth expected in the coming years, the 
Boston apartment market may see some 
slowing.

Hotel
Hotel properties within the Boston area 
have an average sale price of $139,013 
per unit. The East regional average is 
slightly higher, at $147,952 per room. 
The national average is somewhat low-
er than the city or regional averages, at 
$110,713 per room.

RERC’s transaction-based capitaliza-
tion rate for the Boston area hotel mar-
ket is 8.6 percent, between the East re-
gional average of 8.4 percent and the 
national average capitalization rate of 
8.7 percent.

CCIM designees and candidates rated 
the performance of the hotel market at 
9.0 on a scale of 1 to 10, with 10 being 
high. This is the highest rating given to 
any of the property types in the Boston 
area, indicating survey respondents’ 
belief that hotels will see the greatest 
level of performance during the coming 
year.

The average sale price per unit and 
average capitalization rate for hotels in 
the Boston market are comparable to 
regional averages, but fall short when 
compared to national averages, indicating 
more risk in the Boston hotel market as 
compared to other areas of the nation. 

■

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 19.50% 9.50% 9.60% -0.70% 15.40%

3-Year Rate 16.50% 7.60% - - 15.30%

5-Year Rate 10.90% 7.80% - - 11.50%

10-Year Rate 14.30% 12.40% - - 14.10%

15-Year Rate 10.80% 10.80% - - 11.50%

Income Return

1-Year Rate 6.00% 6.20% 6.10% 4.10% 5.80%

3-Year Rate 7.00% 6.90% - - 6.70%

5-Year Rate 7.40% 7.90% - - 7.20%

10-Year Rate 7.60% 8.70% - - 7.70%

15-Year Rate 8.10% 8.70% - - 8.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 71% 6% 12% 9% 2%

3-Year Average 70% 6% 13% 7% 3%

5-Year Average 69% 7% 8% 4% 12%

10-Year Average 68% 7% 4% 2% 19%

15-Year Average 62% 7% 3% 1% 27%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Boston Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $121 $183 $107 $141 $13 $564 

>$5 million $12,739 $571 $918 $1,595 $647 $16,471 

All $12,861 $754 $1,025 $1,736 $660 $17,035 

Unit Price Averages
<$5 million $119 $95 $114 $156,288 $97,729 -

>$5 million $228 $101 $272 $212,280 $150,808 -

All $199 $97 $161 $173,876 $139,013 -

Median of all $158 $82 $112 $138,326 $107,143 -

Capitalization rates (all)
Range 4.9 - 8.1 5.6 - 9.4 4.9 - 8.1 4.4 - 7.3 6.5 - 10.8 4.4 - 10.8

Average 6.5 7.5 6.5 5.8 8.6 7.0

Noteworthy Transactions 
The 1.1 million-square-foot State Street Financial Center Of-
fice, located at One Lincoln St., sold for approximately $880 
million, or $800 per square foot – more than three times the 
average price of $228 per square foot for office buildings in 
the Boston area. The high sale price is due in part to the 
building’s prominent downtown location and the fact that it is 
one of the newest office properties in the area.
The 116-unit Walden Park Apartments sold for just under $56 
million, or approximately $481,000 per unit. This is more than 
twice the Boston average sale price of $212,280 per unit for 
properties selling in excess of $5 million.
The Ritz-Carlton Hotel, located in downtown Boston at 15 
Arlington St. and containing 273 units, sold for $170 million, 
or approximately $622,700 per room – nearly four times the 
average of $150,808 per unit for properties in this sales cat-
egory.
The 15,140-square-foot CVS store located at 585-587 
Boylston St. sold for $15 million, or about $990 per square 
foot. This is more than three times the Boston average of 
$272 per square foot for properties selling over $5 million. 
The John Hancock Tower, a 1.75 million-square-foot office 
property, sold for $1 billion, or $571 per square foot, more 
than twice the average of $228 per square foot for properties 
selling for $5 million or more.

■

■

■

■

■
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Office
The Charlotte office market funda-
mentals were very robust during fourth 
quarter 2006. Although increased con-
struction activity helped to force rental 
rates down, vacancy continued to de-
cline as well. These trends are expect-
ed to continue as the market tightens, 
job growth continues, and plans for 
more construction continue.

RERC’s transaction analysis indicates 
that the average sale price of Charlotte 
office space is $147 per square foot, 
lower than both the regional and na-
tional averages of $200 and $167 per 
square foot, respectively. 

The average capitalization rate for of-
fice buildings in the Charlotte market is 
7.0 percent, slightly lower than both the 
regional and national averages of 7.1 
percent and 7.2 percent, respectively.

CCIM designees and candidates ex-
pect the Charlotte office market to per-
form at a rate of 7.5 on a scale of 1 to 
10, with 10 being high.

With fundamentals expected to continue 
improving, and an average price per 
square foot and average capitalization 
rate lower than both the regional and 
national averages, the Charlotte office 
market may offer good investment 
potential. However, if construction 
continues and surpasses demand, 
fundamentals may begin to drop off and 
values can be impacted. 

■

■

■

■

Industrial
Construction activity declined 
for the Charlotte industrial mar-
ket during fourth quarter 2006, 
and average rental rates in-
creased slightly. Net absorption 
was positive and at a high level, 
causing the availability rate to decrease 
slightly. 

RERC’s transaction analysis indicates 
the average price for Charlotte industri-
al space is $61 per square foot, below 
the East regional average of $84 and 
the national average of $83 per square 
foot.

The average capitalization rate for in-
dustrial properties in the area is 7.5 
percent, slightly above the regional and 
national average capitalization rates.

CCIM designees and candidates rated 
the performance of the Charlotte indus-
trial market at 7.7 on a scale of 1 to 10, 
with 10 being high.

The average capitalization rate for 
industrial properties in the Charlotte area 
is slightly higher than those for the region 
and the nation, and not surprisingly, the 
average price per square foot is well 
below those regionally and nationally. 
With the drop in construction activity, 
supply and demand will be better 
balanced, improving fundamentals.

Retail
Fundamentals for the Charlotte retail 
market are very strong. The availability 

■

■

■

■

■

rate decreased from the previous quar-
ter, absorption was up, and construc-
tion activity dropped slightly.

The average sale price for retail space 
in the Charlotte area is $134 per square 
foot, much lower than the regional price 
per square foot of $199 and the nation-
al average of $169 per square foot.

RERC’s average transaction-based 
capitalization rate for the retail market 
in the Charlotte area is 7.1 percent, 
higher than the regional and national 
averages of 6.9 percent.

CCIM designees and candidates rated 
Charlotte’s expected retail performance 
at 7.5 on a scale of 1 to 10 for 2007.

Fundamentals in the Charlotte retail 
market are improving, which will continue 
as construction slows and the supply of 
space tightens. This will further increase 
the value of retail space in the area.

Apartment
RERC’s transaction analysis indicates 
that the average sale price for apart-
ment space in the area is $54,411 
per unit, substantially lower than both 
the regional and national averages of 
$128,020 per unit and $107,833 per 
unit, respectively.

■

■

■

■

The Charlotte commercial real estate market is 
seeing fairly high returns and low prices. As market 
fundamentals improve, it is likely that prices will rise and 
capitalization rates will decrease. However, according 
to CCIM designees and candidates, the Charlotte 
economy is underperforming as compared to the rest 
of the nation, and may keep investors away.

Demographics & Economy

Population: 
2006 (est.): 1.6 million
2011 (proj.): 1.8 million

Unemployment Rate:
Charlotte - 4.6%
North Carolina - 4.7%
National - 4.5%

Economic Performance Rating*:
Charlotte - 9.0
National - 7.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

The average capitalization rate for 
apartments in the Charlotte market is 
6.2 percent, directly between both the 
national and regional average capital-
ization rates.

With an average sale price well below 
both regional and national average sale 
prices and a capitalization rate in line 
with national and regional levels, the 
Charlotte apartment market is offering 
good investment potential – especially if 
demand increases during the next 5 years 
due to projected population growth.

Hotel
Hotel properties in the Charlotte mar-
ket are selling for an average price of 
$90,914 per unit, much lower than the 
East regional average of $147,952 per 
unit, and slightly lower the national av-
erage of $110,713 per unit.

RERC’s average transaction-based 
capitalization rate for hotel properties 
in the Charlotte area is 8.3 percent, 
lower than the East regional average of 
8.4 percent and the national average of 
8.7 percent.

With an average capitalization rate and 
average price per room well below the 
national average, the Charlotte hotel 
market should see solid returns relative 
to sale prices when compared to those 
on a national level.

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 15.10% 26.00% 14.70% 19.50% 17.80%

3-Year Rate 12.40% 16.00% - 11.00% 12.70%

5-Year Rate 8.70% 13.80% - 7.40% 9.60%

10-Year Rate - - - 7.50% 10.20%

15-Year Rate - - - - 9.20%

Income Return

1-Year Rate 7.10% 7.60% 6.90% 6.90% 7.10%

3-Year Rate 7.50% 8.00% - 6.50% 7.40%

5-Year Rate 8.10% 8.50% - 6.40% 7.70%

10-Year Rate - - - 7.30% 8.30%

15-Year Rate - - - - 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 50% 20% 13% 17% 0%

3-Year Average 47% 22% 6% 22% 3%

5-Year Average 46% 22% 4% 25% 3%

10-Year Average 38% 13% 2% 30% 18%

15-Year Average 25% 9% 1% 20% 45%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Charlotte Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $51 $139 $111 $34 - $335 

>$5 million $1,248 $502 $371 $639 $107 $2,868 

All $1,299 $641 $482 $673 $112 $3,208 

Unit Price Averages
<$5 million $134 $49 $117 $45,141 - -

>$5 million $157 $94 $160 $61,957 $113,837 -

All $147 $61 $134 $54,411 $90,914 -

Median of all $158 $49 $96 $45,593 $71,829 -

Capitalization rates (all)
Range 5.3 - 8.8 5.6 - 9.4 5.3 - 8.9 4.7 - 7.8 6.2 - 10.4 4.7 - 10.4

Average 7.0 7.5 7.1 6.2 8.3 7.2

Noteworthy Transactions 
Matthew’s Crossing Apartments, a 460-unit apartment prop-
erty located at 7815 Calibre Crossing, sold for $43 million, 
or approximately $93,480 per unit, well above the Charlotte 
average sale price of $61,957 per unit for properties in that 
sales category.
The 254,721-square-foot industrial building located at 3420 
Saint Vardell Lane sold for slightly less than $21 million, or 
around $80 per square foot, below the area average sale 
price of $94 per square foot for properties selling above $5 
million.
The Bank of America Plaza, an 887,080-square-foot office 
property, sold for slightly more than $194 million, or approxi-
mately $220 per square foot – well above the average sale 
price of $160 per square foot for office properties in that sales 
category.
The 81,000-square-foot retail building located at 1910 South 
Blvd. sold for slightly more than $11 million, or $136 per 
square foot, less than the average price of $160 per square 
foot for properties selling for more than $5 million. 
The Hyatt Summerfield Hotel Suites, located at 4920 South 
Tryon St. and containing 144 units, sold for $24 million, or 
approximately $167,000 per unit – well above the average 
price of $113,837 per unit for properties selling in excess of 
$5 million.

■

■

■

■

■
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Office
RERC’s transaction analysis indicates 
the average price of office space in the 
Hartford area is $104 per square foot, 
well below both the East regional aver-
age price of $200 per square foot and 
the national average price of $167 per 
square foot.

The average capitalization rate for the 
Hartford office sector is 7.3 percent, 
slightly higher than the East regional 
average of 7.1 percent and the nation-
al average rate of 7.2 percent. 

With a lower average price per square 
foot than that of the national average, 
the capitalization rate for the Hartford 
office market is slightly higher than 
national and regional rates. Population 
growth is expected to be low during 
the next 5 years, indicating a possible 
slowdown in the economy and demand 
for office space. This could reduce office 
fundamentals in the area.
 

Industrial
RERC’s transaction analysis indicates 
the average price for industrial space 
in the Hartford area is $55 per square 
foot, lower than both the East region-
al average and the national average 
of $84 per square foot and $83 per 
square foot, respectively.

The average capitalization rate for the 
Hartford industrial market is 7.3 per-
cent, in line with both the regional and 
national average capitalization rates.

■

■

■

■

The Hartford industrial market is 
seeing many of the same trends and 
characteristics as the city’s office market. 
Although the industrial market seems to 
be underpriced, little growth is expected, 
and possible further decline in values is 
possible.

Retail
RERC’s transaction analysis indicates 
retail space in the Hartford area is sell-
ing for an average price of $102 per 
square foot, well below both the East 
regional and national averages of $199 
per square foot and $169 per square 
foot, respectively.

The average capitalization rate for 
Hartford retail properties is 6.6 percent, 
30 basis points below both the regional 
and national rates.

With a lower capitalization rate, as well 
as a lower average price per square 
foot, there are mixed messages from the 
Hartford retail market. Retail properties 
in the Hartford area may appear to be 
a good investment, however, with an 
economy that is not expected to see 
much growth, the market is likely to see 
a decrease in retail property values over 
the coming year.

Apartment
RERC’s transaction analysis indicates 
the average price for apartment proper-
ties in the Hartford area is $66,797 per 
unit, well below both the regional and 
national averages of $128,020 per unit 
and $107,833 per unit, respectively.

■

■

■

The capitalization rate for the Hart-
ford apartment market is 6.0 percent, 
slightly lower than the regional aver-
age of 6.1 percent and the national 
rate of 6.3 percent.

As with the other property sectors in the 
Hartford region, the apartment market 
has low capitalization rates and low 
prices. However, the area’s relatively 
slow economy may reduce demand for 
apartment properties, possibly causing 
fundamentals to decline.

Hotel
The average sale price for hotel 
properties in the Hartford market is 
$50,612 per unit, substantially lower 
than both the regional and national 
average prices of $147,952 per unit 
and $110,713 per unit, respectively, 
according to RERC’s transaction 
analysis.

The average capitalization rate for ho-
tel properties in Hartford is 8.1 percent, 
lower than both the regional and na-
tional average capitalization rates of 
8.4 percent and 8.7 percent, respec-
tively.

Hotel fundamentals are likely to 
decrease, and hotel properties are likely 
to experience declining values.

■

■

■

Although average prices for properties in the Hartford 
commercial real estate market are well below both 
regional and national levels, the economy may force 
capitalization rates upward as investment in the area 
continues to be volatile.

Demographics & Economy

Population: 
2006 (est.): 1.2 million
2011 (proj.): 1.23 million

Unemployment Rate:
Hartford - 3.9%
Connecticut - 3.7%
National - 4.5%
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Return

1-Year Rate 13.10% - 10.50% 12.10% 11.80%

3-Year Rate 18.10% - 13.70% 17.10% 16.40%

5-Year Rate 14.30% - 12.80% 14.00% 13.70%

10-Year Rate 18.10% - - - 15.00%

15-Year Rate 13.50% - - - 12.10%

Income Return

1-Year Rate 6.80% - 7.10% 5.30% 6.60%

3-Year Rate 7.30% - 7.80% 6.30% 7.20%

5-Year Rate 7.50% - 8.40% 6.70% 7.60%

10-Year Rate 8.40% - - - 8.30%

15-Year Rate 9.40% - - - 8.60%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 44% 0% 36% 20% 0%

3-Year Average 48% 0% 32% 19% 0%

5-Year Average 53% 0% 29% 18% 0%

10-Year Average 53% 0% 28% 11% 7%

15-Year Average 45% 0% 19% 7% 29%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Hartford Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $24 $59 $50 $112 $4 $248 

>$5 million $411 $100 $400 $140 $20 $1,071 

All $435 $158 $450 $252 $24 $1,319 

Unit Price Averages
<$5 million $97 $52 $74 $62,874 $37,541 -

>$5 million $109 $80 $186 $108,213 $59,325 -

All $104 $55 $102 $66,797 $50,612 -

Median of all $80 $46 $76 $55,000 $52,451 -

Capitalization rates (all)
Range 5.5 - 9.1 5.5 - 9.1 5 - 8.3 4.5 - 7.5 6.1 - 10.1 4.5 - 10.1

Average 7.3 7.3 6.6 6.0 8.1 7.1

Noteworthy Transactions 
The 55,000-square-foot industrial property located at 
140 Van Block Ave. sold for $1.6 million, or about $30 
per square foot, well below the average price of $52 per 
square foot for area industrial properties selling for less 
than $5 million.
A six-unit apartment property located at 653 Maple Ave. 
sold for $343,000, or $57,167 per unit, below the average 
price of $62,874 per unit for apartment properties in the 
Hartford area selling for less than $5 million.
The 7,103-square-foot industrial property located at 229-
231 Hamilton St. sold for $300,000, or $42 per square 
foot, about 20 percent less than the average price of $52 
per square foot for industrial properties in the area selling 
for less than $5 million.

■

■

■
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Office
RERC’s transaction analysis indi-
cates that the average sale price for 
Northern New Jersey office proper-
ties is $163 per square foot, lower 
than the East regional average of 
$200 per square foot, but in line 
with the national average of $167 
per square foot.

The average capitalization rate for 
office properties in the area is 6.9 
percent, lower than both the re-
gional and national average rates 
of 7.1 percent and 7.2 percent, re-
spectively.

With a low average sale price and 
average capitalization rate, the 
Northern New Jersey office market 
generally offers a good investment 
opportunity. In addition, the area is 
expected to continue to grow and 
the unemployment rate to stay low, 
so demand for office space should 
increase, pushing the average price 
and value of properties in the area 
higher. 
 

Industrial
RERC’s transaction analysis shows 
that industrial properties in Northern 
New Jersey have an average selling 
price of $95 per square foot, slightly 
higher than the regional average of 
$84 per square foot and the national 
average of $83 per square foot.

■

■

■

The transaction-based capitaliza-
tion rate for industrial properties in 
the Northern New Jersey area is 
7.1 percent, slightly lower than the 
average regional rate of 7.3 percent 
and the national average rate of 7.4 
percent.

The Northern New Jersey area always 
has had a strong industrial market, 
as shown in its higher average price 
per square foot and lower average 
capitalization rate. RERC expects 
demand for industrial space to remain 
constant, with fundamentals, prices, 
and capitalization rates close to 
current levels.

Retail
RERC’s transaction analysis indi-
cates that retail properties in the 
Northern New Jersey area are sell-
ing for $192 per square foot, higher 
than the national average of $169 
per square foot, but on par with the 
East regional average of $199 per 
square foot.

The average capitalization rate for 
retail properties in Northern New 
Jersey is 6.8 percent, slightly lower 
than the regional and national capi-
talization rates of 6.9 percent.

With a price per square foot well 
above the national average and a 
capitalization rate average only slightly 

■

■

■

below the regional and national rates, 
property in the Northern New Jersey 
area seems to be priced higher than 
that in other markets. However, 
fundamentals look to improve with 
continued low unemployment and 
increasing population growth.

Apartment
RERC’s transaction analysis shows 
that Northern New Jersey apart-
ment properties are selling at an 
average price of $107,787 per unit, 
somewhat lower than the East re-
gional average of $128,020 per 
unit, but nearly equal to the national 
average of $107,833 per unit.

The average capitalization rate for 
the Northern New Jersey apartment 
sector is 5.9 percent, lower than the 
regional rate of 6.1 percent and the 
national rate of 6.3 percent.

Although the Northern New Jersey 
apartment market has an average sale 
price nearly identical to the national 
unit average, the capitalization rate 
is quite a bit lower than the national 
average, indicating the potential for 
higher returns and less risk in the 
market than the national market as a 
whole. Apartment demand is expected 
to continue, especially if interest rates 
increase, as the population grows.

■

■

The commercial real estate market in the Northern New Jersey area is a mix of good and bad, 
strong and weak. The office and apartment markets are seeing strong returns with low prices, 
the retail and hotel markets seem to be priced high compared to the region, and the industrial 
market remains stable. However, with the low unemployment rate and a slight population 
growth expected, the area economy is expected to remain stable or even grow slightly, further 
increasing demand in the area’s commercial real estate market.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

Hotel
The average selling price of hotels 
in the Northern New Jersey area is 
$134,383 per unit for fourth quarter 
2006, lower than the regional aver-
age but higher than the national av-
erage of $110,713 per unit.

The average capitalization rate for 
the Northern New Jersey hotel sec-
tor is 9.2 percent, higher than the re-
gional average of 8.4 percent and the 
national average of 8.7 percent.

With a higher price per unit and 
capitalization rate than the national 
average, the Northern New Jersey 
hotel market may seem to be priced 
higher than one would expect. 
However, with the low unemployment 
rate and a slight growth in population 
over the next few years, this trend 
may lessen somewhat.

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 12.90% 13.30% 18.90% 9.70% 13.80%

3-Year Rate 14.40% 16.90% 20.00% 16.30% 16.40%

5-Year Rate 12.10% 13.60% 19.70% 13.10% 14.00%

10-Year Rate 13.70% 12.20% 13.60% 14.00% 13.50%

15-Year Rate 10.60% 9.10% 9.60% - 10.10%

Income Return

1-Year Rate 6.40% 6.70% 6.10% 5.40% 6.30%

3-Year Rate 7.20% 7.30% 6.60% 5.50% 6.80%

5-Year Rate 8.20% 7.60% 7.40% 6.00% 7.50%

10-Year Rate 8.30% 8.40% 7.70% 7.60% 8.00%

15-Year Rate 8.60% 8.50% 7.50% - 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 32% 24% 25% 17% 2%

3-Year Average 35% 21% 26% 16% 1%

5-Year Average 40% 22% 21% 16% 1%

10-Year Average 46% 19% 20% 14% 1%

15-Year Average 46% 18% 24% 10% 2%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Northern New Jersey Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $66 $132 $111 $89 - $398 

>$5 million $3,304 $1,110 $663 $1,129 $362 $6,568 

All $3,370 $1,242 $774 $1,218 $363 $6,967 

Unit Price Averages
<$5 million $146 $95 $164 $83,069 - -

>$5 million $168 $94 $260 $142,510 $140,523 -

All $163 $95 $192 $107,787 $134,383 -

Median of all $155 $81 $174 $80,822 $141,629 -

Capitalization rates (all)
Range 5.2 - 8.6 5.3 - 8.9 5.1 - 8.5 4.4 - 7.4 6.9 - 11.5 4.4 - 11.5

Average 6.9 7.1 6.8 5.9 9.2 7.2

Noteworthy Transactions 
One Newark Center, a 418,027-square-foot office build-
ing, sold for $111 million, or around $265 per square foot, 
which is much higher than the average sale price of $168 
per square foot for properties in the area selling for more 
than $5 million.
The 131,810-square-foot industrial property located at 
1650 Tamarack Road was purchased for $5 million, or $38 
per square foot, less than half the average sale price of 
properties in the area.
A 56-unit apartment property located at 6 Pomona Ave. 
sold for $3.7 million, or approximately $66,070 per unit, 
well below the average price of $83,069 per unit for apart-
ment properties in the area selling for under $5 million.
The 269,500-square-foot office property located at 1 
Washington Park sold for $31.5 million, or $117 per square 
foot, about one-third less than the average price of proper-
ties selling for more than $5 million.
The 70,000-square-foot industrial building located at 7000 
Gateway Blvd. sold for $15.5 million, or about $220 per 
square foot, more than twice the average price of $94 per 
square foot for properties selling for more than $5 million.

■

■

■

■

■
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Office
RERC’s transaction analysis indi-
cates the average price of office 
space in the New York City area is 
$382 per square foot, which is dra-
matically higher than the East region-
al average of $200 per square foot 
and the national average of $167 per 
square foot.

The average transaction-based capi-
talization rate for the New York City 
office market is 6.4 percent, lower 
than both the regional and national 
averages of 7.1 percent and 7.2 per-
cent, respectively.

With one of the country’s largest 
and strongest office markets, the 
capitalization rate in the area is much 
lower than the national average, 
and as one would expect, the sale 
price per square foot is considerably 
higher. Although the properties are 
priced higher, the return vs. risk 
potential remains positive. Market 
vacancy is expected to continue to 
improve during 2007, and possibly 
even reach record-setting low levels, 
making investment in the New York 
City area office market even more 
attractive. 
 

■

■

Industrial
RERC’s transaction analysis indi-
cates that the average sale price 
of New York City industrial space is 
$202 per square foot, more than twice 
the regional average price of $84 per 
square foot and the national average 
price of $83 per square foot.

The average capitalization rate for 
the New York City industrial market is 
6.7 percent, lower than the regional 
and national averages of 7.3 percent 
and 7.4 percent, respectively.

With the low average capitalization 
rate, higher prices can be expected. 
Although there are some fears 
of overpricing, fundamentals 
should remain strong, keeping the 
capitalization rate and overall value 
stable.

Retail
RERC’s transaction analysis indi-
cates the average sale price for New 
York City retail space is $434 per 
square foot, more than double the 
East regional average of $199 per 
square foot and the national average 
of $169 per square foot.

The average transaction-based capi-
talization rate for the retail sector in 

■

■

■

■

the New York City area is 6.2 per-
cent, slightly lower than the regional 
and national rates of 6.9 percent.

The average capitalization rate for 
the area is lower than both the region 
and the nation, but the average price 
is dramatically higher – a sign of 
overpricing. However, fundamentals 
will remain constant, as demand for 
retail space in the area will remain 
steady over the coming quarters. 

Apartment
At $176,632 per unit, the average 
price for apartment properties in the 
New York City area is substantially 
higher than the regional average of 
$128,020 per unit and the national 
average of $107,833 per unit, accord-
ing to RERC’s transaction analysis.

The average capitalization rate for 
the New York City area apartment 
market is 5.8 percent, slightly lower 
than the regional average of 6.1 per-
cent and the national average of 6.3 
percent.

The apartment market is one of the 
least risky sectors for investment. 
Transaction activity and investor 
demand indicates that landlord pricing 
power will continue in New York City.

■

■

Performance of the office and hotel markets in New York 
City skyrocketed in fourth quarter 2006, and is expected 
to continue its upward climb throughout 2007, likely 
hitting new record highs due to a tightening market and 
less available space. All of the other commercial real 
estate sectors in the New York City area remain healthy 
as well, and RERC expects to see little change in average 
capitalization rates and prices over the coming year.

Demographics & Economy

Population: 
2006 (est.): 19.0 million
2011 (proj.): 19.6 million

Unemployment Rate:
New York City - 3.7%
New York - 3.8%
National - 4.5%
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

Hotel
The average sale price for hotels in 
the New York City market is $351,547 
per unit, more than twice the regional 
average of $147,952 and more than 
three times the national average of 
$110,713 per unit.

The transaction-based capitalization 
rate of the New York City hotel sec-
tor is 8.4 percent, equal to the East 
regional average and slightly lower 
than the national average of 8.7 per-
cent.

With the amount of tourism and 
business travel in the New York City 
area, hotel demand is always strong 
and has increased the average 
sale price of hotel properties while 
decreasing the capitalization rate. 
However, the hotel market as a whole 
is greatly dependant on consumer 
confidence and is risky overall. 
The New York City hotel market 
saw significant improvement in the 
fundamentals during fourth quarter 
2006, a trend that is expected to 
continue throughout 2007. 

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 38.30% 18.80% 18.80% 15.80% 28.30%

3-Year Rate 25.20% 19.40% 19.30% 18.80% 22.20%

5-Year Rate 19.70% 15.30% 20.20% 13.50% 17.90%

10-Year Rate 17.50% 14.40% 16.10% - 16.40%

15-Year Rate 12.30% - - - 11.50%

Income Return

1-Year Rate 6.20% 7.00% 6.10% 4.80% 6.10%

3-Year Rate 6.60% 7.50% 6.60% 5.20% 6.50%

5-Year Rate 7.30% 7.40% 7.50% 5.80% 7.10%

10-Year Rate 7.60% 8.90% 8.60% - 7.70%

15-Year Rate 8.10% - - - 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 54% 6% 15% 20% 6%

3-Year Average 57% 4% 17% 18% 4%

5-Year Average 62% 4% 14% 17% 4%

10-Year Average 72% 3% 11% 11% 3%

15-Year Average 76% 2% 8% 8% 6%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

New York City Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $167 $265 $423 $1,655 - $2,510 

>$5 million $24,835 $1,581 $4,392 $19,897 $3,531 $54,236 

All $25,002 $1,846 $4,814 $21,552 $3,535 $56,750 

Unit Price Averages
<$5 million $197 $144 $253 $139,312 - -

>$5 million $438 $264 $645 $254,285 $358,712 -

All $382 $202 $434 $176,632 $351,547 -

Median of all $287 $132 $301 $115,000 $172,406 -

Capitalization rates (all)
Range 4.8 - 8 5 - 8.4 4.7 - 7.8 4.4 - 7.3 6.3 - 10.5 4.4 - 10.5

Average 6.4 6.7 6.2 5.8 8.4 6.7

Noteworthy Transactions 
The 538,000-square-foot office property located at 350 Park 
Ave. sold for around $542 million, or about $1,000 per square 
foot – more than twice the average of $438 per square foot for 
office properties in the area selling for more than $5 million.
The Manhattan Mall, a 976,000-square-foot retail property 
located at 6th Avenue and 33rd Street, sold for $689 million, 
or $706 per square foot, above the average price of $645 per 
square foot for retail properties in the area selling for more 
than $5 million.
The industrial property located at 400 Barretto St. and con-
taining 19,300 square feet of space sold for around $2.3 mil-
lion, or $119 per square foot, lower than the average price of 
$144 per square foot for industrial properties selling in this 
price category.
Peter Cooper Village and Stuyvesant Town, an 11,232-unit 
apartment complex, sold for $5.4 billion, or $480,770 per unit, 
much higher than the average of $254,285 per unit for area 
properties selling for over $5 million.
The 770-room Crowne Plaza Times Square Hotel sold for 
$362 million, or approximately $470,130 per room, higher 
than the average price of $358,712 per unit for hotel proper-
ties in the area selling for more than $5 million.

■

■

■

■

■
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Office
RERC’s transaction analysis indi-
cates office properties in the Norfolk 
area are selling for an average price 
of $134 per square foot, much lower 
than the regional average price of 
$200 per square foot and the national 
average of $167 per square foot.

The average capitalization rate for 
the Norfolk office market is 7.2 per-
cent, slightly higher than the East re-
gional rate of 7.1 percent, but equal 
to the national average. 

With an average capitalization rate 
equal to the national average rate, 
but a lower average price per square 
foot, the Norfolk office market can 
expect similar returns but with lower 
prices. Although total population is 
expected to increase only slightly over 
the next 5 years, the unemployment 
rate is well below the national level, 
indicating a fairly strong and stable 
demand for properties that will help 
to keep the office market strong. 
 

Industrial
The average price for industrial space 
in the Norfolk area is $76 per square 
foot, lower than the East regional av-
erage price of $84 per square foot 
and the national average price of $83 

■

■

■

per square foot, according to RERC’s 
transaction analysis.

The average capitalization rate for in-
dustrial properties in the Norfolk area 
is 7.9 percent, slightly high compared 
to the regional and national averages 
of 7.3 percent and 7.4 percent, re-
spectively.

It is generally expected that with a 
lower average sale price per square 
foot, comes a higher average 
capitalization rate, which is what we 
are seeing in the national industrial 
market. If Prices continue to fall, 
it is likely capitalization rates will 
increase.

Retail
RERC’s transaction analysis indi-
cates the average selling price for re-
tail space in the Norfolk area is $129 
per square foot, much lower than the 
regional average of $199 per square 
foot and the national average of $169 
per square foot.

The average transaction-based capi-
talization rate for retail properties in 
the Norfolk area is 6.9 percent, ex-
actly the same as that for the East 
region and nation. 

■

■

■

With the capitalization for retail 
properties in the Norfolk area the 
same as those seen on a regional 
and national basis, these properties 
require a lower price, which is what 
we are seeing with respect to price per 
square foot. With a low unemployment 
rate, the area economy and demand 
for retail property is strong and should 
continue to stay that way for the next 
few quarters.

Apartment
RERC’s transaction analysis indi-
cates the Norfolk apartment market 
has an average sale price of $71,688 
per unit, considerably less than the 
regional average of $128,020 per unit 
and the national average of $107,833 
per unit.

The average capitalization rate for 
the Norfolk apartment market is 6.3 
percent, equal to the national rate, 
but slightly lower than the East re-
gional average of 6.1 percent. 

As population growth in the Norfolk 
area slows, demand for apartment 
properties may decrease, and reduce 
the average sale price and increase 
the average capitalization rate.  

■

■

The Norfolk area commercial real estate market is 
seeing low prices and low capitalization rates for 
most of the property sectors. However, capitalization 
rate compression has slowed, and the rates for most 
property sectors will begin to increase. Capitalization 
rates should not increase in this area as much as in 
some other markets due to strong employment, helping 
to keep demand stable in several sectors. 

Demographics & Economy

Population: 
2006 (est.): 1.7 million
2011 (proj.): 1.8 million

Unemployment Rate:
Norfolk - 3.1%
Virginia - 2.7%
National - 4.5%
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

Hotel
The average sale price of hotel prop-
erties in the Norfolk area is $52,082 
per unit, drastically lower than the re-
gional average of $147,952 per unit 
and the national average of $110,713 
per unit, according to RERC’s trans-
action analysis.

The average transaction-based capi-
talization rate for hotels in the Norfolk 
area is 8.4 percent, equal to the East 
regional rate, but slightly lower than 
the national rate of 8.7 percent.

Although the Norfolk hotel market is 
seeing a low average price per unit 
and a low average capitalization 
rate, the era of capitalization rate 
compression, which the Norfolk 
hotel market has been able to take 
advantage of, is coming to an end. 
Expect the capitalization rate for 
hotels to increase, as prices may fall 
slightly.

■

■
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Norfolk Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $43 $39 $41 $9 $5 $137 

>$5 million $83 $102 $139 $315 $42 $681 

All $127 $141 $179 $324 $47 $818 

Unit Price Averages
<$5 million $122 $77 $101 $48,008 $33,813 -

>$5 million $195 $75 $196 $87,010 $56,649 -

All $134 $76 $129 $71,688 $52,082 -

Median of all $107 $63 $86 $68,674 $43,750 -

Capitalization rates (all)
Range 5.4 - 9 5.9 - 9.9 5.2 - 8.6 4.7 - 7.9 6.3 - 10.5 4.7 - 10.5

Average 7.2 7.9 6.9 6.3 8.4 7.3

Noteworthy Transactions 
A 28,585-square-foot industrial property located at 620 East 
Olney Road sold for around $1.5 million, or $52 per square 
foot, well below the area average price of $77 per square foot 
for properties selling for under $5 million.
Talbot on Granby, a 114-unit apartment property, sold for 
$17.2 million, or $150,877 per unit, much higher than the av-
erage sale price of $87,010 per unit for properties selling in 
this price category.
The 6,029-square-foot office property located at 220 West 
22nd St. sold for $630,000, or $105 per square foot, slightly 
less than the average price of $122 per square foot for office 
properties selling for less than $5 million.
The 42,429-square-foot industrial property located at the in-
tersection of Ellsmere Avenue and Henneman Drive sold for 
$3.6 million, or $85 per square foot, higher than the area av-
erage of $77 per square foot for Norfolk properties selling for 
less than $5 million.
The 7,425-square-foot industrial property located at 4625 
Kincaid Ave. sold for $383,900, or about $50 per square foot, 
less than the area average price of $77 per square foot for 
properties selling for less than $5 million.

■

■

■

■

■
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Office
Philadelphia area office market funda-
mentals were strong for fourth quarter 
2006. Net absorption was high for the 
past two quarters, and the vacancy 
rate declined slightly. The average 
rental rate continued to increase, 
while construction activity remained 
very strong.

The average price for office space 
in the Philadelphia area is $141 per 
square foot, relatively low compared 
to the regional average of $200 per 
square foot and the national average 
of $167 per square foot, according to 
RERC’s transaction analysis. 

The average transaction-based capi-
talization rate for offices in the Phila-
delphia area is 7.0 percent, slightly 
lower than the regional rate of 7.1 
percent and the national rate of 7.2 
percent.

Although the Philadelphia office market 
has an average sale price well below 
both the regional and national averages, 
the average capitalization rate for the 
area is also below the average rate 
found for those areas. This indicates 
possible upside potential for the market, 
as returns, on average, may be greater 
than those for similar office properties 
on a regional and national basis. With 
fundamentals expected to continue to 
improve, prices should increase, which, 
in turn, should decrease capitalization 
rates.  
 

Industrial
The fundamentals within the Phila-
delphia industrial market continued 
to grow stronger during fourth quarter 
2006, with positive net absorption and 
availability rates steady from the previ-

■

■

■

■

ous quarter – all of which have 
helped to increase rental rates.  

The average sale price for in-
dustrial space in the Philadel-
phia area is $61 per square 
foot, lower than the regional 
and national averages of $84 
per square foot and $83 per 
square foot, respectively.

The average capitalization rate 
for Philadelphia industrial prop-
erties is 7.7 percent, higher than the 
regional rate of 7.3 percent and the 
national rate of 7.4 percent.

CCIM designees and candidates rated 
the Philadelphia industrial market an 
average rating of 5.0 on a scale of 1 to 
10, with 10 being high.

As with the office market, Philadelphia’s 
industrial market is seeing an average 
sale price that is well below both the 
regional and national average sale 
prices, and the average capitalization 
rate is higher than that of the region 
and the nation. As fundamentals within 
the area’s industrial market continue 
to improve, prices for the properties 
may rise while capitalization rates can 
be expected to decrease. However, 
the economic growth and fundamental 
strengthening in the coming year 
may not be enough to bring industrial 
performance levels as high as the nation 
or the region.

Retail
RERC’s transaction analysis indicates 
the average price per square foot for 
Philadelphia retail space is $175, be-
tween the regional and national av-
erages of $199 and $169 per square 
foot, respectively.

■

■

■

■

The transaction-based capitalization 
rate for Philadelphia area retail prop-
erties is 6.7 percent, slightly lower 
than the East regional and national 
average capitalization rates of 6.9 
percent.

CCIM designees and candidates rat-
ed the performance of the retail mar-
ket a 7.0 on a scale of 1 to 10, with 10 
being high.

There is much upside potential within 
the Philadelphia retail market. With 
an average sale price and a low 
capitalization rate, the area presents 
an opportunity for strong relative return 
potential. Although the Philadelphia area 
economy is expected to grow at a slow 
rate, the value of the properties within 
this area will grow along with it.

Apartment
Apartment properties in the Philadel-
phia area are seeing an average sale 
price of $78,595 per unit, substantially 
lower than the East regional average 
of $128,020 per unit and the national 
average of $107,833 per unit.

The apartment market in the Phila-
delphia area has an average capital-
ization rate of 6.2 percent, midway 
between the regional and national 

■

■

■

■

Many of the property sectors within the Philadelphia 
area are seeing low average sale prices along with low 
average capitalization rates, which may offer upside 
potential. With some population growth expected over 
the next 5 years and strong employment, all sectors of 
the commercial real estate market should continue to 
grow in value in the Philadelphia area.

Demographics & Economy

Population: 
2006 (est.): 5.9 million
2011 (proj.): 6.1 million

Unemployment Rate:
Philadelphia - 3.9%
Pennsylvania - 4.1%
National - 4.5%

Economic Performance Rating*:
Philadelphia - 4.0
National - 5.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

rates of 6.1 percent and 6.3 percent, 
respectively.

CCIM designees and candidates rated 
the Philadelphia apartment sector a 
9.0 out of 10, which was the highest 
rating given to any of the sectors in the 
area.

With a low average selling price and a 
relatively low capitalization rate, there 
is much potential for investment within 
the Philadelphia apartment market. A 
low unemployment rate and expected 
population growth will cause demand for 
rental units to increase, placing higher 
values on those properties within the 
area.

Hotel
The average price for hotel properties 
in the area is $94,847 per unit, accord-
ing to RERC’s transaction analysis, 
relatively low compared to the regional 
average of $147,952 per unit and the 
national average of $110,713 per unit.

The average capitalization rate for 
hotels in the Philadelphia area is 8.3 
percent, slightly lower than the East 
regional average of 8.4 percent and 
the national average of 8.7 percent.

CCIM designees and candidates rated 
the Philadelphia hotel sector a 6.0 on 
a scale of 1 to 10, with 10 being high.

The Philadelphia hotel market, like 
many of the other markets in the area, is 
seeing slightly low prices, as well as low 
capitalization rates.

■

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 14.00% 13.80% 24.20% 13.50% 15.60%

3-Year Rate 14.90% 16.00% 23.00% 13.00% 16.80%

5-Year Rate 9.20% 13.60% 17.80% 12.20% 12.80%

10-Year Rate 10.70% - 14.00% 14.10% 12.80%

15-Year Rate 6.40% - - 12.50% 9.00%

Income Return

1-Year Rate 5.90% 8.30% 6.40% 4.80% 5.80%

3-Year Rate 6.80% 8.30% 7.20% 5.70% 6.90%

5-Year Rate 7.50% 9.10% 7.60% 6.50% 7.50%

10-Year Rate 8.50% - 7.90% 7.80% 8.30%

15-Year Rate 8.30% - - 8.10% 8.30%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 39% 6% 20% 34% 1%

3-Year Average 39% 6% 26% 26% 3%

5-Year Average 40% 5% 30% 22% 3%

10-Year Average 45% 4% 27% 20% 5%

15-Year Average 47% 2% 22% 20% 8%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Philadelphia Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $101 $174 $107 $92 - $474 

>$5 million $3,815 $1,146 $927 $1,092 $423 $7,402 

All $3,915 $1,321 $1,033 $1,184 $424 $7,877 

Unit Price Averages
<$5 million $124 $52 $123 $67,384 - -

>$5 million $151 $79 $265 $97,584 $96,094 -

All $141 $61 $175 $78,595 $94,847 -

Median of all $128 $53 $132 $64,607 $83,889 -

Capitalization rates (all)
Range 5.3 - 8.8 5.8 - 9.6 5 - 8.4 4.7 - 7.8 6.2 - 10.4 4.7 - 10.4

Average 7.0 7.7 6.7 6.2 8.3 7.2

Noteworthy Transactions 
The 42,754-square-foot industrial property located at 
2401 Locust St. sold for $15.3 million, or $358 per square 
foot – more than four times the Philadelphia average sale 
price of $79 per square foot for buildings selling for more 
than $5 million.
The Ellington, a 17,367-square-foot retail center located 
at 1500 Chestnut St., sold for $5.2 million, or around $300 
per square foot, well above the average sale price of $265 
per square foot for properties selling in excess of $5 mil-
lion.
The office properties located on 3 Parkway, Ben Franklin 
Parkway, and Cherry Street and totaling 561,100 square 
feet sold for $90 million, or $160 per square foot, slightly 
above the area average sale price of $151 per square foot 
for properties selling in this price category.
The 288-room Embassy Suites Hotel located at 1776 
Benjamin Franklin Parkway sold for $39 million, or around 
$135,417 per unit, well above the average price of $96,094 
per unit for properties selling for over $5 million. 
The 48-unit apartment property located at 1419-21 West 
Allegheny Ave. sold for around $915,300, or about $19,070 
per unit – one-third the average sale price of $67,384 per 
unit for properties selling under $2 million.

■

■

■

■

■
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Office
RERC’s transaction analysis indicates 
office properties in the Pittsburgh area 
are selling for an average price of $86 
per square foot, substantially lower 
than the regional average of $200 per 
square foot and the national average 
of $167 per square foot.

According to Torto Wheaton Re-
search, at 17.3 percent, Pittsburgh’s 
office sector has the highest vacancy 
rate of the East regional metros RERC 
covers on a regular basis. 

The average capitalization rate for the 
Pittsburgh office market is 8.0 per-
cent, quite a bit higher than either the 
regional or national rates of 7.1 per-
cent and 7.2 percent, respectively.

The Pittsburgh office market has a high 
vacancy rate, plus low pricing and a 
high capitalization rate. With population 
growth expected to slow during the 
coming 5 years, expect the office market 
to continue to lag behind regional and 
national levels. 
 

Industrial
Although net absorption of industrial 
space in the Pittsburgh area was pos-
itive, it decreased from the previous 
quarter. The availability rate declined 
50 basis points from last quarter, ac-
cording to Torto Wheaton Research, 
but remained the highest of those in 

■

■

■

■

the East region that RERC covers 
on a regular basis. Asking rents de-
creased slightly. 

The average price for industrial prop-
erties in the Pittsburgh market is 
$63 per square foot, lower than the 
regional average of $84 per square 
foot and the national average of $83 
per square foot, according to RERC’s 
transaction analysis.

The capitalization rate for the Pitts-
burgh area industrial market is 7.7 
percent, slightly higher than the re-
gional and national averages of 7.3 
percent and 7.4 percent, respectively.

Although some industrial companies 
left the Pittsburgh area during 2006, 
fundamentals within the market remain 
fairly stable, and 2007 is expected to be a 
strong year for the market. Prices should 
start to rise and capitalization rates start 
to decrease, bringing the market more in 
line with national levels.

Retail
The retail sector in the Pittsburgh area 
has an average selling price of $187 
per square foot, lower than the East 
regional average of $199 per square 
foot, but higher than the national aver-
age of $169 per square foot.

The average capitalization rate for re-
tail properties is 7.1 percent, slightly 

■

■

■

■

higher than the regional and national 
rates of 6.9 percent.

Although the retail market in the Pittsburgh 
area is seeing a higher average price per 
square foot, the average capitalization 
rate is also higher.

Hotel
RERC’s transaction analysis shows 
the average selling price for hotel 
properties in the area is $61,302 per 
unit, significantly lower than the East 
regional average of $147,952 per unit 
and the national average of $110,713 
per unit.

The average capitalization rate for 
hotels in the Pittsburgh area is 8.5 
percent, between the regional and 
national averages of 8.4 percent and 
8.7 percent, respectively.

Although the Pittsburgh hotel market 
has a lower capitalization rate and a 
lower sales price per unit than national 
averages, the slowing local economy 
will continue to increase the risk for this 
sector over the next few quarters.

■

■

Although the unemployment rate in the Pittsburgh area 
is lower than it has been in a few years, it is only slightly 
below the national average, and population is not 
expected to grow in this area during the next 5 years. With 
the exception of fundamentals in the industrial market, 
the commercial real estate market in the Pittsburgh area 
is expected to see little sign of improvement in 2007. 

Demographics & Economy

Population: 
2006 (est.): 2.4 million
2011 (proj.): 2.4 million

Unemployment Rate:
Pittsburgh - 4.2%
Pennsylvania - 4.1%
National - 4.5%
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Return

1-Year Rate 10.30% - - - 13.60%

3-Year Rate 6.20% - - - 8.70%

5-Year Rate 5.50% - - - 7.30%

10-Year Rate 7.00% - - - 7.50%

15-Year Rate - - - - 0.00%

Income Return

1-Year Rate 7.90% - - - 7.30%

3-Year Rate 8.30% - - - 7.80%

5-Year Rate 9.20% - - - 8.50%

10-Year Rate 9.80% - - - 9.00%

15-Year Rate - - - - 0.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 51% 0% 0% 0% 49%

3-Year Average 62% 0% 0% 0% 38%

5-Year Average 59% 0% 0% 0% 41%

10-Year Average 51% 0% 0% 0% 49%

15-Year Average 0% 0% 0% 0% 100%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Pittsburgh Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $10 - $15 - - $25 

>$5 million $274 $53 $146 - $92 $564 

All $283 $57 $161 - $95 $597 

Unit Price Averages
<$5 million $53 - $141 - - -

>$5 million $106 $73 $223 - $65,446 -

All $86 $63 $187 - $61,302 -

Median of all $68 $58 $164 - $40,840 -

Capitalization rates (all)
Range 6 - 10 5.8 - 9.6 5.3 - 8.9 - 6.4 - 10.6 4.4 - 10.6

Average 8.0 7.7 7.1 - 8.5 7.4

Noteworthy Transactions 
Greentree Primary Care Center, a 40,000-square-foot office 
property, sold for $2 million, or $50 per square foot, compa-
rable to the average price of $53 per square foot for office 
properties in the area selling for less that $5 million.
The 8,500-square-foot office property located at 333 4th Ave. 
sold for $645,000, or $76 per square foot, higher than the 
average sale price for properties selling for less than $5 mil-
lion in the area.
Bellevue Town Shops, an 8,000-square-foot retail property, 
sold for $1.35 million, or about $170 per square foot, higher 
than the average of $141 per square foot for retail properties 
selling for less than $5 million.

■

■

■
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Office
The fundamentals for the Raleigh 
area were very strong for fourth quar-
ter 2006. Net absorption was high, 
construction continued strong, and 
vacancy rates were lower than last 
quarter.

Office space in the Raleigh area is 
selling for an average price of $118 
per square foot, rather low compared 
to the East region average of $200 per 
square foot and the national average 
price of $167 per square foot.

The average capitalization rate for the 
Raleigh market is 7.8 percent for of-
fice properties, much higher than the 
regional rate of 7.1 percent and the 
national rate of 7.2 percent.

CCIM survey respondents rated the 
performance of the Raleigh office 
market a 7.0 on a scale of 1 to 10, with 
10 being high.

In terms of performance, the Raleigh 
office market is acting like a typical 
U.S. office market of this size, with 
lower-priced properties and a higher 
capitalization rate. The Raleigh 
economy seems to be stable, and with 
expected population growth in the next 
few years, Raleigh should continue to 
have a slow-growing and stable office 
market.
 

■

■

■

■

Industrial
The fundamentals for the in-
dustrial market in the Raleigh 
area are strong. The availabil-
ity rate is 12.5 percent, according to 
Torto Wheaton Research, but contin-
ues to slide downward. New construc-
tion in the industrial market is minimal, 
although the area saw negative ab-
sorption in fourth quarter 2006. 

RERC’s transaction analysis shows 
the average price to be $71 per 
square foot for Raleigh industrial 
space, slightly lower than the regional 
average price of $84 per square foot 
and the national average price of $83 
per square foot.

The capitalization rate for the indus-
trial sector is 7.7 percent, higher than 
the regional and national rates of 7.3 
percent and 7.4 percent, respectively.

With decreasing availability, it has been 
suggested that Raleigh could be ready 
for new construction. In the meantime, 
the improving market fundamentals 
will give landlords the upper hand in 
negotiations with tenants, and demand 
should be increasing. Industrial space is 
affordable in Raleigh, the city enjoys a 
good East Coast location, and the area 
has the benefit of interstate highway 
access.

■

■

■

Retail
Retail properties in the Raleigh mar-
ket are selling at an average price of 
$156 per square foot, low compared to 
the East regional average of $199 per 
square foot and the national average 
price of $169 per square foot.

The average capitalization rate for the 
Raleigh area retail sector is 6.2 per-
cent, quite a bit lower than the regional 
and national rates of 6.9 percent.

CCIM designees and candidates rated 
the retail market’s performance at 8.0 
on a scale of 1 to 10, which was the 
highest rating compared to the other 
sectors in this area.

Although prices for retail properties in this 
market are still lower than regional and 
national averages, the capitalization rate 
also is lower. The CCIM member rating 
of 8.0 out of 10 suggests that the retail 
sector will continue to perform well.

Apartment
RERC’s transaction analysis indicates 
Raleigh apartment properties are sell-
ing for an average price of $67,246 
per unit, relatively low compared to the 
regional average of $128,020 per unit 
and the national average of $107,833 
per unit.

■

■

■

■

The commercial real estate market in Raleigh appears 
solid. Although the market is smaller than many of 
its competitors, the capitalization rates are hovering 
around regional and national averages. Further, prices 
in the area are relatively low, and for investors looking 
to add to their portfolios without the added premiums 
found in larger markets, Raleigh could be an affordable 
alternative, especially given the estimated population 
growth expected in the next few years.

Demographics & Economy

Population: 
2006 (est.): 981,000
2011 (proj.): 1.2 million

Unemployment Rate:
Raleigh - 3.4%
North Carolina - 4.7%
National - 4.5%

Economic Performance Rating*:
Raleigh - 7.0
National - 6.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

The average transaction-based capi-
talization rate for the apartment sector 
is 6.0 percent, slightly lower than the 
regional and national rates of 6.1 per-
cent and 6.3 percent, respectively.

CCIM designees and candidates rat-
ed the apartment market as 7.0 on a 
scale of 1 to 10, with 10 being high.

The market for apartment properties 
in Raleigh is steady, with capitalization 
rates slightly lower than regional and 
national averages. Prices are low, but 
this is partially due to the nature of 
the market, as it is smaller than other 
markets in the East region. Look for 
stability in the Raleigh apartment market 
in 2007.

Hotel
Raleigh’s average sale price for hotels 
is $81,749 per unit, considerably 
lower than the East regional average 
of $147,952 per unit and slightly lower 
than the national average of $110,713 
per unit, according to RERC’s 
transaction analysis.

The average capitalization rate for 
hotel properties in the Raleigh area is 
8.8 percent, higher than the regional 
rate of 8.4 percent, and just above the 
national rate of 8.7 percent.

Although it is usually not considered a 
popular travel destination, Raleigh’s 
hotel sector is performing well relative 
to other property sectors in the region. 
Prices are lower in Raleigh for investors 
seeking hotel properties. However, 
capitalization rates are largely on par 
with national rates, indicating that the 
city is a solid market with average risk 
for hotel properties on the East Coast.

■

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 12.10% - 7.60% 7.20% 9.70%

3-Year Rate 9.30% - 11.00% 6.70% 8.60%

5-Year Rate 8.00% - - 5.00% 7.30%

10-Year Rate - - - 7.10% 8.70%

15-Year Rate - - - - 0.00%

Income Return

1-Year Rate 8.40% - 5.80% 5.70% 6.90%

3-Year Rate 8.60% - 6.50% 5.60% 7.20%

5-Year Rate 8.90% - - 5.80% 7.50%

10-Year Rate - - - 7.20% 8.10%

15-Year Rate - - - - 0.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 40% 0% 28% 25% 7%

3-Year Average 41% 0% 22% 29% 7%

5-Year Average 42% 0% 17% 31% 9%

10-Year Average 35% 0% 9% 34% 22%

15-Year Average 0% 0% 0% 0% 100%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Raleigh Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $58 $73 $70 $35 $14 $250 

>$5 million $486 $572 $100 $1,118 $221 $2,496 

All $544 $645 $171 $1,152 $234 $2,746 

Unit Price Averages
<$5 million $107 $56 $159 $46,792 $73,604 -

>$5 million $132 $99 $147 $77,094 $84,882 -

All $118 $71 $156 $67,246 $81,749 -

Median of all $109 $55 $107 $59,544 $82,776 -

Capitalization rates (all)
Range 5.9 - 9.8 5.8 - 9.6 4.7 - 7.8 4.5 - 7.5 6.6 - 11 4.5 - 11

Average 7.8 7.7 6.2 6.0 8.8 7.3

Noteworthy Transactions 
The 126,926-square-foot office property located at 6 
Forks Road sold for $27.6 million, or about $215 per 
square foot – significantly more than the average selling 
price of $132 per square foot for properties in the area 
selling in excess of $5 million.
The Links, a 192-unit apartment complex, sold for $15.4 
million, or $80,208 per unit, slightly higher than the aver-
age selling price of $77,094 per unit for apartment prop-
erties in this price category.
The 32,606-square-foot industrial building located at 
8208 Brownleigh Drive was purchased for $1.65 million, 
or around $50 per square foot, in line with the average 
price for industrial space selling for less than $5 million.
The Sheraton Capital Center Hotel, located at 421 Salis-
bury St. and containing 355 rooms, sold for $42 million, 
or approximately $118,310 each, higher than the aver-
age price of $84,882 per room for area hotel properties 
selling for over $5 million. 
The Wakefield Commons, a 160,000-square-foot retail 
property, sold for $10 million, or about $60 per square 
foot – less than half the average area selling price of 
$147 per square foot for retail properties in this price cat-
egory.

■

■

■

■

■



Copyright© 2007 by Real Estate Research Corporation (RERC) and the CCIM Institute.Investment Trends
Quarterly

Richmond

54

Office
RERC’s transaction analysis indi-
cates office space in the Richmond 
area is selling for an average sale 
price of $97 per square foot, sig-
nificantly less than the regional and 
national averages of $200 and $167 
per square foot, respectively.

The average capitalization rate for 
Richmond office properties is 7.6 
percent, 50 basis points higher than 
the East regional average of 7.1 
percent and 40 basis points higher 
than the national average of 7.2 
percent.

CCIM designees and candidates 
rated the performance of the Rich-
mond office market at 6.0 on a scale 
of 1 to 10, with 10 being high.

The Richmond office market may 
remain stable, due to expected strong 
employment in the area, but little 
growth is expected over the next few 
years.
 

Industrial
Richmond industrial market fun-
damentals declined during fourth 
quarter 2006. The availability rate 
rose due to consolidations and clos-
ing of some manufacturing facilities 
in the area.

RERC’s transaction analysis in-
dicates the average sale price of 
Richmond industrial space is $60 
per square foot, lower than the re-
gional and national averages of $84 
and $83 per square foot, respec-
tively.

The average capitalization rate for 
industrial properties in the Rich-

■

■

■

■

■

■

mond area is 7.7 percent, 
higher than the regional rate 
of 7.3 percent and the nation-
al average of 7.4 percent.
CCIM designees and can-
didates gave the Richmond 
industrial market’s perfor-
mance an average rating of 
6.3 on a scale of 1 to 10, with 
10 being high.

A lower average price per square 
foot for Richmond industrial 
space explains the higher average 
capitalization rate for this market. With 
fundamentals decreasing, the price 
per square foot is expected to remain 
low, and capitalization rates shall 
remain slightly high. If manufacturing 
facility closings continue, industrial 
prices could decrease even further as 
capitalization rates continue to rise.

Retail
The average sale price for retail 
space in the Richmond area is $156 
per square foot, lower than the re-
gional average of $199 per square 
foot and the national average of 
$169 per square foot, according to 
RERC’s transaction analysis.

The average transaction-based 
capitalization rate for the Richmond 
area is 8.3 percent, much higher 
than both the regional and national 
rates of 6.9 percent.

CCIM designees and candidates 
rated the retail market in the Rich-
mond area a 6.7 on a scale of 1 to 
10, with 10 being high.

Because both the Richmond office and 
industrial market fundamentals are 
deteriorating, the same is expected 

■

■

■

■

in the retail market. The capitalization 
rate in the Richmond retail sector 
is expected to remain higher than 
regional and national rates. 

Apartment
RERC’s transaction analysis in-
dicates the average sale price of 
apartment properties in Richmond 
is $86,697 per unit, well below the 
East regional average of $128,020 
per unit and the national average of 
$107,833 per unit.

The average capitalization rate for 
Richmond apartment properties is 
7.2 percent, 90 to 110 basis points 
above the regional and national 
rates.

CCIM designees and candidates 
rated the performance of the apart-
ment sector in the Richmond area 
at 8.0 on a scale of 1 to 10, with 10 
being high – the highest rating given 
to any of the property sectors in this 
area.

With home prices and interest rates 
expected to rise, the Richmond 
apartment market should remain 
stable during the coming quarters. 
However, fundamentals and demand 
will only see minimal improvement.

■

■

■

The Richmond commercial real estate market is expected 
to see only slight improvement over the coming year. 
The area’s unemployment rate is well below the national 
average, and area population is expected to see slightly 
above-average growth during the next 5 years. Demographics & Economy

Population: 
2006 (est.): 1.2 million
2011 (proj.): 1.3 million

Unemployment Rate:
Richmond - 2.8%
Virginia - 2.7%
National - 4.5%

Economic Performance Rating*:
Richmond - 4.0
National - 5.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate - 9.40% - - 11.40%

3-Year Rate - 9.80% - - 13.70%

5-Year Rate - - - - 9.40%

10-Year Rate - - - - 11.80%

15-Year Rate - - - - 9.00%

Income Return

1-Year Rate - 7.70% - - 7.10%

3-Year Rate - 7.60% - - 7.80%

5-Year Rate - - - - 8.60%

10-Year Rate - - - - 9.60%

15-Year Rate - - - - 9.70%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 21% 0% 0% 79%

3-Year Average 0% 19% 0% 0% 81%

5-Year Average 0% 15% 0% 0% 85%

10-Year Average 0% 8% 0% 0% 92%

15-Year Average 0% 5% 0% 0% 95%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Richmond Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $54 $29 $23 $18 - $124 

>$5 million $541 $133 $139 $342 - $1,155 

All $596 $162 $161 $360 - $1,278 

Unit Price Averages
<$5 million $78 $52 $126 $71,677 - -

>$5 million $137 $89 $199 $130,090 - -

All $97 $60 $156 $86,697 - -

Median of all $92 $52 $127 $70,250 - -

Capitalization rates (all)
Range 5.7 - 9.5 5.8 - 9.6 6.2 - 10.4 5.4 - 9 - 5.4 - 10.6

Average 7.6 7.7 8.3 7.2 - 7.9

Noteworthy Transactions 
Park Central I, II, and V, comprised of a total of 204,280 
square feet of industrial space, sold for $21 million, or around 
$100 per square foot, more than the Richmond average price 
of $89 per square foot for industrial buildings selling for more 
than $5 million.
Riverfront Plaza, the 950,475-square-foot office property 
located at 901 and 951 East Byrd, sold for approximately 
$277.5 million, or $292 per square foot – more than twice 
the average price of $137 per square foot for area properties 
selling for more than $5 million.
The 388-unit Honey Tree Apartments sold for $201 million, or 
about $518,040 per unit – nearly four times the average price 
of $130,090 per unit for apartment properties in this price cat-
egory.
The 7,645-square-foot retail property located at 216 East Belt 
Blvd. sold for $515,000, or nearly $70 per square foot, much 
less than the average price of $126 per square foot for retail 
properties selling for less than $5 million.
The 62,863-square-foot office property known as One Com-
monwealth Centre sold for $9.3 million, or about $150 per 
square foot, slightly more than the average price of $137 per 
square foot for office properties in the Richmond area selling 
for more than $5 million.

■

■

■

■

■
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Office
Washington, D.C. office fundamen-
tals ended on a very strong note dur-
ing fourth quarter 2006. Net absorp-
tion was high, and the vacancy rate 
was relatively low for the East region. 
Rental rates continued to increase, 
while construction remained strong.

The average selling price for office 
space in Washington, D.C. is $293 
per square foot, significantly higher 
than the regional average of $200 
per square foot and the national av-
erage of $167 per square foot.

The average transaction-based capi-
talization rate for the Washington, 
D.C. area office market is 6.3 percent, 
lower than the regional and national 
average rates of 7.1 percent and 7.2 
percent, respectively.

CCIM designees and candidates rat-
ed the Washington, D.C. office sector 
a 6.0 on a scale of 1 to 10, with 10 
being high.

The Washington, D.C. office market 
is seeing higher average pricing per 
square foot than regional and national 
averages, and the capitalization rate is 
lower. Most of the fundamentals for the 
area improved, even while construction 
increased. If new construction remains 
in check, tenant demand and landlord 
pricing power will remain strong.

■

■

■

■

 Industrial
According to RERC’s transac-
tion analysis, the average sale 
price of industrial space within 
the Washington, D.C. area is $121 
per square foot, significantly higher 
than the regional average of $84 per 
square foot and the national average 
of $83 per square foot.

The average capitalization rate for 
the Washington, D.C. area is 6.4 per-
cent, lower than the regional rate of 
7.3 percent and the national rate of 
7.4 percent.

CCIM designees and candidates rat-
ed the performance of the industrial 
market in the area an average at 7 
on a scale of 1 to 10, with 10 being 
high.

Like the office market, the Washington, 
D.C. industrial sector is seeing higher 
prices and lower capitalization rates 
than the regional and national averages. 
And as long as demand outpaces new 
construction, fundamentals should 
remain strong, keeping prices and 
capitalization rates stable.

Retail
RERC’s transaction analysis shows 
the average sale price of Washington, 
D.C. retail space is $273 per square 
foot, somewhat high compared to the 
East region’s average of $199 per 

■

■

■

■

square foot and the national average 
of $169 per square foot. 

The average capitalization rate for 
retail properties is 7.7 percent, 80 
basis points higher than the regional 
and national rates of 6.9 percent.

CCIM designees and candidates rat-
ed the performance of the retail sec-
tor an average of 7.5 on a scale of 1 
to 10, with 10 being high. 

The average price per square foot for 
retail space is well above regional and 
national levels, as are capitalization 
rates.

Apartment
The average sale price of apart-
ments in the Washington, D.C. area 
is $136,166 per unit, higher than the 
regional average of $128,020 per unit 
and the national average of $107,833 
per unit, according to RERC’s trans-
action analysis. 

The average capitalization rate for 
Washington, D.C. area apartment 
properties is 5.9 percent, lower than 
the regional and national averages of 
6.1 percent and 6.3 percent, respec-
tively.

■

■

■

■

Washington, D.C. is one of the top five commercial real 
estate markets in the United States. This is due in large 
part to its strong economy, based largely on tourism,  
continuing government activity, continued high expected 
population growth, and a low unemployment rate. 
Prices for all property sectors are higher than those on 
a regional and national basis, with capitalization rates 
remaining low.

Demographics & Economy

Population: 
2006 (est.): 5.4 million
2011 (proj.): 5.9 million

Unemployment Rate:
Washington, D.C. - 2.9%
National - 4.5%

Economic Performance Rating*:
Washington, D.C. - 9.5
National - 8.0
*Rating given by CCIM designees and candidates in the 
study area, based on a scale of 1 to 10, with 10 high.
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National Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $2,307 $4,047 $4,070 $5,669 $220 $16,312

$2-5 milion $3,910 $5,701 $6,222 $5,910 $926 $22,668

>$5 million $155,131 $32,581 $50,896 $87,663 $33,689 $359,961

All $161,348 $42,328 $61,188 $99,242 $34,835 $398,942

Unit Price Averages
<$2 million $103 $68 $103 $92,566 $53,998 –

$2-5 milion $167 $96 $216 $128,810 $59,767 –

>$5 million $209 $104 $250 $126,410 $137,649 –

All $167 $83 $169 $107,833 $110,713 –

Median of all $137 $66 $123 $86,170 $82,776 –

Capitalization Rates (All)
Range 4.7 - 10.5 4.8 - 11 4.4 - 10.4 3.8 - 10.6 5.7 - 12.3 3.8 - 12.3

Average 7.2 7.4 6.9 6.3 8.7 7.3

East Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $452 $789 $817 $888 $28 $2,974

$2-5 milion $881 $1,080 $1,264 $1,749 $146 $5,119

>$5 million $62,999 $8,110 $12,157 $30,547 $8,698 $122,511

All $64,287 $9,914 $14,178 $33,144 $8,861 $130,384

Unit Price Averages
<$2 million $95 $56 $98 $81,790 $54,731 –

$2-5 milion $157 $97 $239 $158,133 $48,372 –

>$5 million $258 $127 $338 $174,721 $182,367 –

All $200 $84 $199 $128,020 $147,952 –

Median of all $146 $57 $124 $87,004 $94,017 –

Capitalization Rates (All)
Range 4.7 - 10 4.8 - 9.9 4.7 - 10.4 4.2 - 9 5.9 - 11.5 4.2 - 11.5

Average 7.1 7.3 6.9 6.1 8.4 7.2

CCIM designees and candidates rat-
ed the Washington, D.C. area apart-
ment market an 8.5 on a scale of 1 to 
10, with 10 being high.  

With population expected to increase, 
so should demand for apartment 
properties in the Washington, D.C. 
area. With prices for apartment 
properties currently higher than 
regional and national averages, the 
average capitalization rate for the area 
is slightly lower.

Hotel
RERC’s transaction analysis indi-
cates the average sale price for hotel 
properties in the Washington, D.C. 
area is $231,187 per unit, signifi-
cantly higher than the regional aver-
age of $147,952 per unit and more 
than twice the national average of 
$110,713 per unit.

The average capitalization rate for 
the Washington, D.C. hotel market 
is 7.9 percent, much lower than both 
the East region’s average capitaliza-
tion rate of 8.4 percent and the na-
tional average of 8.7 percent.

CCIM designees and candidates 
gave the Washington, D.C. hotel 
sector a rating of 9.5 out of 10, the 
highest rating of all property types in 
this area.

With the amount of tourism in the 
Washington, D.C. area, it is no wonder 
the average price per unit for hotel sales 
is higher than the region and nation, 
and that the average capitalization rate 
is much lower. Washington, D.C. hotel 
properties should continue to provide 
for good investment opportunities.

■

■

■

■
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 16.70% 17.20% 13.00% 17.70% 16.30%

3-Year Rate 20.30% 20.80% 23.30% 21.70% 21.10%

5-Year Rate 16.40% 16.70% 20.80% 19.10% 17.70%

10-Year Rate 14.70% 16.30% 14.40% 18.40% 15.20%

15-Year Rate 11.20% 12.60% 10.70% 14.60% 11.60%

Income Return

1-Year Rate 5.80% 6.40% 6.10% 5.40% 5.80%

3-Year Rate 6.80% 7.50% 7.00% 5.90% 6.70%

5-Year Rate 7.40% 8.10% 8.00% 6.40% 7.40%

10-Year Rate 8.30% 8.70% 8.30% 7.70% 8.20%

15-Year Rate 8.50% 8.90% 7.60% 8.00% 8.20%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 59% 3% 19% 15% 3%

3-Year Average 57% 4% 21% 16% 2%

5-Year Average 58% 4% 19% 17% 2%

10-Year Average 59% 4% 20% 15% 1%

15-Year Average 57% 4% 23% 13% 3%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Washington, D.C. Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $92 $66 $117 $76 - $351 

>$5 million $12,649 $355 $745 $1,492 $1,841 $17,083 

All $12,741 $422 $862 $1,568 $1,845 $17,437 

Unit Price Averages
<$5 million $234 $117 $253 $129,462 - -

>$5 million $302 $127 $303 $145,742 $236,740 -

All $293 $121 $273 $136,166 $231,187 -

Median of all $275 $102 $224 $89,167 $181,155 -

Capitalization rates (all)
Range 4.7 - 7.9 4.8 - 8 5.8 - 9.6 4.4 - 7.4 5.9 - 9.9 4.4 - 9.9

Average 6.3 6.4 7.7 5.9 7.9 6.8

Noteworthy Transactions 
The 189-room Arlington Courthouse Hilton Garden Inn Ho-
tel sold for slightly less than $52 million, or approximately 
$274,600 per unit, more than the area average of $236,740 
per unit for hotels selling for more than $5 million.
The 413,000-square-foot office property located at 1201 
and 1225 New York Ave. sold for $200 million, or $484 
per square foot, well above the area average of $302 per 
square foot for office properties selling in this price cat-
egory.
A 371,000-square-foot office property sold for $290 mil-
lion, or about $780 per square foot – more than twice the 
area average price for office properties selling for more 
than $5 million.
The 606,719-square-foot office property located at 2100 
2nd St. Southwest sold for $169 million, or $279 per square 
foot, slightly below the average of $302 per square foot for 
office properties selling in this price category.
The Transpoint Building, a nearly 600,000-square-foot 
office property, sold for $170 million, or $283 per square 
foot, less than the average price for area properties selling 
for more than $5 million. 

■

■

■

■

■




