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Foreword

February 2007

Dear Readers,

We are pleased to present the first quarter 2007 RERC/CCIM Investment Trends Quarterly. Due in great part to your 
willingness to respond to the surveys and to sharing your transaction data, we have been able to include many more ob-
servations from CCIM members in our analysis. In addition, we are now covering eight more metros in addition to the 40 
covered last year. We think you will be pleased with the results.

The research and analysis in the RERC/CCIM Investment Trends Quarterly  is brought to you as another no-cost member 
benefit to all CCIM designees. Regularly priced at $375/year, it is also offered at the exceptional discount of $189/year to 
CCIM candidates and affiliates of the National Association of REALTORS®.

Besides the national, regional, and metro analysis included in this report, we also are featuring information and analysis 
from Tampa and the Florida Gulfcoast Commercial Association of Realtors, Inc.® (FGCAR). We thank FGCAR for sharing 
their information.

We encourage you to share your transaction information as well. There are two ways of doing so:
1) From a Property Listing in CCIMNet:
 ■ Add a property listing to CCIMNet or any Catylist Commercial Information Exchange (CIE), and
 ■ Change the status to sold or leased; then enter the transaction.

2) Add a Completed Transaction directly:
 ■ Login to either CCIM.com or CCIMNet,
 ■ Under the Professional Profile section, click the Manage Completed Transactions link, and
 ■ Enter the transaction.

As we look to 2007, our economy and the investment environment overall are far stronger than many of us would have 
anticipated. Inflation is mild, oil prices are at reasonable levels, and interest rates remain relatively low. With capital con-
tinuing to flood the markets, we’re seeing near-record returns, including in real estate. RERC expects returns to continue 
into 2007, although perhaps not at the level seen in 2006. However, with more Americans than ever before in our nation’s 
history, working, shopping, and setting up households, demand for real estate will continue.

Best wishes for good health, good fortune, and a happy and prosperous new year.

Sincerely,

Kenneth P. Riggs, Jr., CCIM, CRE, MAI
CEO & President 
Real Estate Research Corporation (RERC)

Joseph A. Fisher, CCIM
2007 CCIM Institute President
President, Real Estate Investment Services Corp.
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ShapingtheMarket

■ Advance estimates show that real gross domestic product 
(GDP) increased at an annual rate of 3.5 percent for fourth 
quarter 2006. This increase follows a revised annual rate of 
2.0 percent in third quarter and 2.6 percent in second quar-
ter, according to final estimates reported by the Bureau of 
Economic Analysis (BEA). December 2006 was the 62nd 
consecutive month of positive economic growth. RERC 
anticipates GDP to grow at a rate of approximately 2.50 
percent to 2.75 percent in 2007. 

■ Due to “somewhat firmer economic growth and some ten-
tative signs of stabilization in the housing market,” the Fed-
eral Open Market Committee (FOMC) left the federal funds 
target rate at 5.25 percent at its January 31, 2007 meeting. 
The FOMC continues to keep an eye on inflation, although 
expectations are for the rate to remain at 5.25 percent for 
the next couple quarters.

■ According to the January 17, 2007 Federal Reserve Beige 
Book, economic activity increased moderately during fourth 
quarter 2006. Tourism spending, along with manufacturing 
spending, was generally up. Most districts saw strong lend-
ing activity in the commercial real estate market, with con-
tinued softening in residential construction.

■ The unemployment rate continued at 4.5 percent during 
December 2006, down from 4.9 percent a year ago. Ac-
cording to the Bureau of Labor Statistics (BLS), profession-
al and business services employment continued to expand 
in December, as did employment in health care. More than 
7.2 million jobs have been created since 2003.

■ According to the Department of the Treasury, the fiscal 
year-to-date deficit of $80 billion is down approximately 33 
percent compared to the same period last year. Further, 
December 2006 tax receipts are estimated to be $18 billion 
higher than a year earlier, prompting a monthly budget sur-
plus of $40 billion (as compared to $11 billion in December 
2005). Corporate income taxes were up 22.2 percent for 
the first fiscal quarter.

■ Corporate profits continue to increase. According to the 
BEA, profits from current production increased $61.5 billion 
in third quarter 2006 compared to a $22.7-billion increase 
in second quarter, while internal funds available for invest-
ment increased $30.2 billion in third quarter compared to 
an increase of $1.1 billion in second quarter.

Mergers/Acquisitions Shape Market for 2007

The big financial news for 2006 was the record number of 
mergers and acquisitions (M&A). According to Thomson 
Financial, there was a total of $3.79 trillion of M&A activity 
worldwide, with 55 transactions valued at more than $10 bil-
lion each. Further, private equity firms were involved in five 
of the top 10 largest transactions in the U.S., including the 
sale of Equity Office Properties to Blackstone Group at a 
record-breaking $39 billion (including $16 billion in debt). 

This is quite a reversal from the commercial real estate de-
pression of the 1990s, which was characterized by a liquidity 
crisis with no debt or equity capital to be found. As a result, 
big real estate companies sought relief in the public capital 
markets for debt and equity, and most large private real es-
tate holdings went public and formed real estate investment 
trusts (REITs) to access capital. Today, due in great part to 
the deluge of domestic and global capital across all spec-
trums, private capital sources with deep pockets are buying 
public companies and REITs. 

The question is, how long can such activity go on? Will this 
cycle of cheap money continue in 2007? Is the private mar-
ket priced right? How does this affect pricing in my market?

EconomicSummary
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EconomicSummary

■ RERC/CCIM Investment Trends Quarterly fourth quarter 
2006 survey respondents rated the U.S. economy at 6.3 
on a 10-point scale, with a score of 10.0 representing an 
excellent economy and 1.0 representing a poor economy. 

■ According to the BLS, fourth quarter consumer prices in-
creased a seasonally-adjusted annual rate of 0.2 percent, 
increasing the consumer price index (CPI) to 2.5 percent 
for 2006. This compares with an increase of 3.4 percent in 
2005.

■ Economic activity in the manufacturing sector for both new 
orders and production expanded in December 2006, ac-
cording to the Institute of Supply Management. After drop-
ping to 49.5 percent in November, growth registered at 
51.4 percent in December, and averaged 53.9 percent for 
the year. Growth was led by apparel and allied products, 
followed by printing and related support activities, and 
plastics and rubber products.

■ New durable good orders rose 3.1 percent in Decem-
ber 2006 from November, led by aircraft and core capital 
goods, according to the Commerce Department. However, 
orders for core capital goods fell at an annualized rate of 
6.1 percent in fourth quarter 2006, the largest decline in 
nearly 3 years.

■ According to the Conference Board, the consumer confi-
dence index increased to 110.3 in January 2007, up from 
a revised 110.0 in December 2006. The January index 
was the highest reading since May 2002. In addition, the 
outlook for the labor market improved somewhat, with the 
number of persons claiming jobs are “plentiful” up to 29.9 
percent in January from 27.6 percent in December.

■ Although the University of Michigan index of consumer 
sentiment declined slightly to 91.7 in December 2006 from 
92.1 in November, it was up from 91.2 in December 2005. 
Consumers indicated they are worried about declining val-
ue in homes and the negative impact of a loss of jobs in 
construction. Even so, the index of consumer expectations 
remained favorable, at 81.2 in December 2006. 

■ Consumers continued to shop in 2006, and as a result, total 
retail sales for the year were up 6.0 percent from 2005. Ac-
cording to the U.S. Census Bureau, advance estimates for 
December 2006 retail and food services sales were $369.9 
billion on a seasonally-adjusted basis, an increase of 0.9 
percent from November, and up 5.4 percent from Decem-
ber 2005. Electronics and appliance store sales were up 
15.0 percent in December 2006 from a year earlier, while 
sales of health and personal care stores were up 10.2 per-
cent from a year earlier.

NAR National Economic Outlook - January 2007
2006 2007 2008

2005 2006 2007 2008Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

Annual Growth Rate

Real GDP 5.6 2.6 2.0 2.4 2.2 2.7 3.1 3.2 3.1 3.3 3.2 3.3 2.5 3.2

Nonfarm Payroll Employment 1.7 1.2 1.4 1.2 0.9 1.3 1.5 1.3 1.2 1.4 1.5 1.4 1.2 1.3

Consumer Prices 2.2 5.0 2.9 -2.2 3.6 2.9 2.6 2.4 2.8 2.8 3.4 3.2 2.2 2.6

Real Disposable Income 4.6 -1.5 4.1 5.7 3.7 2.4 2.9 2.9 3.4 3.0 1.2 2.7 3.4 3.1

Consumer Confidence 106 107 104 107 107 106 106 106 107 107 100 106 106 107

Unemployment 4.7 4.7 4.7 4.5 4.6 4.8 4.9 4.9 4.9 4.9 5.1 4.6 4.8 4.9

Interest Rates, Percent

Fed Funds Rate 4.5 4.9 5.3 5.3 5.3 5.3 5.3 5.3 5.0 4.8 3.2 5.0 5.3 4.8

3-Month T-Bill Rate 4.4 4.7 4.9 5.0 5.0 5.0 5.0 4.9 4.7 4.5 3.1 4.7 5.0 4.6

Prime Rate 7.4 7.9 8.3 8.3 8.3 8.3 8.3 8.3 8.0 7.8 6.2 8.0 8.3 7.8

Corporate Aaa Bond Yield 5.4 5.9 5.7 5.4 5.5 5.7 5.9 5.9 5.9 5.9 5.2 5.6 5.8 6.0

10-Year Government Bond 4.6 5.1 4.9 4.6 4.8 4.9 4.9 5.0 5.0 4.9 4.3 4.8 4.9 4.9

30-Year Government Bond 4.6 5.1 5.0 4.7 4.9 5.0 5.2 5.2 5.2 5.2 4.6 4.9 5.1 5.2

Source: Forecast produced using Macroeconomic Advisers quarterly model of the U.S. economy.
Quarterly figures are seasonally-adjusted annual rates. 
Assumptions and simulations by Dr. David Lereah and Dr. Lawrence Yun.
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TheEffectonRealEstate

■ According to recent survey results, CCIM designees and can-
didates gave the apartment sector the highest performance 
rating out of the five major property types covered in the 
RERC/CCIM Investment Trends Quarterly. Many respon-
dents expect interest rates to increase, forcing more would-be 
homebuyers to rent apartments rather than purchase homes, 
which will only strengthen the apartment market.

■ The residential real estate market was of concern to many 
CCIM designees and candidates. According to their survey re-
sponses, the number of listings in the Multiple Listing Service 
(MLS) compared to monthly sales was quite disproportionate 
(one respondent in Ft. Meyers, Fla., noted that there were 
over 10,000 homes on the MLS with monthly sales at only 
around 600 to 650 homes). 

■ Residential real estate activity has continued to slow, but the 
slower pace has begun to level off, according to the National 
Association of REALTORS® (NAR). Sales of existing homes 
in December 2006 were down only 0.8 percent from the rate 
reported in November, to a seasonally-adjusted annual rate of 
6.22 million units. According to NAR, in general, prices have 
begun to stabilize and inventories have tightened.

■ The Commerce Department reported that single-family hous-
ing starts declined in December 2006 at a seasonally-adjusted 
annual rate of nearly 1.23 million units, a 4.1-percent decrease 
from November. However, approximately 1.52 million single-
family housing completions occurred in December, 0.3 per-
cent above November completions. Also, nearly 1.16 million 
single-family building permits were issued in December, up 
1.2 percent from November.

■ In addition, new home sales in December 2006 rose 4.8 per-
cent over November sales, to a seasonally-adjusted annual 
rate of 1.12 million units, reports the Commerce Department.

■ According to the Commerce Department, the median home 
price declined 1.5 percent from year-ago figures to $235,000 
per home.

■ Despite talk of a housing bubble, 2006 was the third highest 
year on record for home sales. Even so, for the full year, new 
home sales fell 17.3 percent, and according to NAR, sales of 
existing homes fell 8.4 percent. Together, sales of new and ex-
isting homes totaled 7.54 units, down 9.78 percent from about 
8.36 million units in 2005. Home builders sold roughly 1.1 mil-
lion new homes in 2006.

■ With respect to the pricing of commercial real estate, some 
CCIM designees and candidates remarked that seller expec-
tations are unreasonable and aggressive, given that some 
fundamentals have disappeared. Further, some transactions 
are happening at pricing levels that cannot be justified in the 
long term, but these sales are setting precedence for other 
sales.

■ According to McGraw-Hill Construction, the value of total new 
construction increased by approximately 4 percent in Novem-
ber 2006 from October, reaching a seasonally-adjusted an-
nual rate of $621.5 billion. Commercial construction increased 
around 14 percent in November to an annual rate of $212.5 
billion. November residential building increased at an annual 
rate of $292 billion, about 4 percent higher than October. Sin-
gle-family housing construction grew approximately 1 percent 
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TheEffectonRealEstate

after declining for several months, while multifamily housing 
construction jumped 18 percent.

■ The National Association of Real Estate Investment Trusts 
(NAREIT) reported a total return of 34.35 percent for 2006, 
outperforming all other major U.S. equity market benchmarks 
for the seventh consecutive year. Further, the U.S. real estate 
investment trust (REIT) industry has outperformed other major 
benchmarks of U.S. equities for the past 35 years.

■ The top-performing REIT industry sector was the of-
fice sector (with 45.22 percent return), due to steady 
economic growth, increased employment and demand, 
limited new construction, and significant acquisition ac-
tivity. High performance was also noted in health care 
REITs (with 44.55 percent return), self-storage REITs 
(with 40.95 percent return), and apartment REITs (with 
39.95 percent return).

■ According to RERC’s analysis of CCIM member re-
sponses for fourth quarter 2006, the industrial ware-
house sector, at 9.3 percent, has the highest internal 
rate of return (IRR), while the apartment sector had the 
lowest IRR, at 8.3 percent.

■ RERC’s analysis of CCIM designee and candidate re-
sponses for fourth quarter 2006 showed that at 6.6 per-
cent, the apartment market had the lowest capitalization 
rate, while the hotel market had the highest capitaliza-
tion rate, at 8.3 percent.

■ With declining vacancies and increasing rents, some 
tenants, especially office and industrial sector tenants, 
are starting to move away from the cities and moving 
towards suburban areas. In addition to reducing rental 
expense, suburban areas offer land on which to build, a 
generally well-educated workforce, and a higher-quality 
lifestyle. There is also stronger investor interest in sec-
ondary and tertiary markets.

In Summary...

The U.S. commercial real estate markets will continue to 
strengthen. Most sectors are gaining rental rate pricing 
power.

Although the apartment market remains strong, the resi-
dential real estate market is not seeing as big a downturn 
as many had forecast. As a result, apartment growth may 
not be as strong as anticipated.

The capital markets will be flush and will continue to pro-
vide money at very favorable rates. RERC expects long-
term rates to remain low in 2007.

Although there is still some capitalization rate compres-
sion within the commercial real estate market, the rate of 
compression is slowing dramatically. The market is be-
coming one of less rapid returns, and is returning to the 
trend of requiring longer holding periods in order to earn 
a return on investment.

What Do the Financial Markets Tell Us?
Compounded Annual Rates of Return as of 12/31/2006
Market Indices 1-Year 3-Year 5-Year 10-Year 15-Year

Consumer Price Index 3.73% 2.83% 2.68% 2.87% 2.90%

10-Year Treasury Bond* 4.79% 4.45% 4.40% 5.03% 5.55%

Dow Jones Industrial Average 16.29% 6.04% 4.46% 6.81% 9.56%

NASDAQ Composite 8.27% 7.51% 4.22% 6.53% 10.50%

NYSE Composite 17.86% 12.24% 7.94% 8.22% 9.24%

S&P 500 13.62% 8.45% 4.32% 6.71% 8.50%

NCREIF Index 16.60% 17.05% 13.38% 12.79% 9.95%

NAREIT Index 34.02% 23.70% 22.49% 13.72% 14.67%

*Based on Average End of Month T-Bond Rates 
Sources: Economy.com, NCREIF, NAREIT, compiled by RERC
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Real Estate Indicators - 4Q 2006

Performance Indicators Recent Data Impact on Commercial Real Estate

Consumer Confidence
September 2006 = 104.5                                               
October 2006 = 105.1                                               
November 2006 = 105.3                                                
December 2006 =  109.0                                      

Consumer confidence is certainly back, closing out the year at 109.0, and 
the end of January at 110.3. The increase in consumer confidence is a 
result of lower energy prices, a relatively mild winter, a resilient job market, 
record-breaking stock market performance, and possibly the realization 
that the economy is resilient and stronger than many had expected. Since 
consumer spending accounts for two-thirds of overall economic activity, 
expect the most impact on the retail and hospitality sectors, which rely 
heavily on consumer spending.

10-Year Treasury 
Rates

September 29, 2006 = 4.64%                                        
October 31, 2006 = 4.61%                                             
November 30, 2006 = 4.43%                                         
December 29, 2006 = 4.71%                                        
January 23, 2006 = 4.81%

The federal funds rate remains unchanged 5.25% since June 28, 2006. 
Although inflation remains a risk, it is likely that the Federal Reserve will 
leave the rates unchanged for the near term. In the fourth quarter 2006, 
we experienced a slight increase in long-term treasury rates. Conversely, 
short-term rates declined slightly during fourth quarter 2006, which could 
serve as a leading indicator of a correction in the yield curve. Overall, the 
current long-term rates, which remain historically low, continue to stimu-
late the investment environment for real estate investors.

S&P 500 Index
June 30, 2006 = 1.76% 2Q06 YTD Return                                                                       
September 30, 2006 = 7.01% 3Q06 YTD Return                                                               
December 31, 2006 = 13.62% 4Q06 YTD Return                                                              
January 24, 2007 = 0.68% YTD Return

Stock market performance hit record high after record high in the second 
half of 2006, particularly in fourth quarter 2006. However, questions con-
tinue to loom throughout the investment arena – is this strong performance 
sustainable into 2007, and for how long? The uncertainty associated with 
the stock markets, as well as the continued strong performance in the 
commercial real estate sector, is likely to continue drawing capital toward 
commercial real estate.

Vacancy Rates
Office (TWR) = 12.2% down from 12.9% in 3rd Quarter                      
Industrial (TWR) = 9.7% up from 9.6% in 3rd Quarter                                     
Retail (TWR) = 8.0% down from 8.1% in 2nd Quarter                                          
Apartments (Reis) = 5.4% down from 5.9% in 3rd Quarter   

The real estate space markets generally continued to strengthen, and ex-
cept for the industrial sector, vacancy rates continue to decline. The of-
fice sector saw the biggest decline in vacancy, as a stronger work force 
has demanded more space. The apartment market also saw a healthy 
decrease in vacancy, as overpriced markets, in conjunction with increas-
ing interest rates, have continued to force would-be homebuyers out of 
the market. The retail sector, which was clouded with negativity during 
the past few quarters, saw a slight decrease in vacancy, as consumer 
confidence increases.  

Rental Rates

RERC's surveyed rent growth expectations are:                       
Office = 1.5% to 2.0%                                                     
Industrial = 2.6% to 2.7%                                               
Retail = 2.9% to 3.6%                                                 
Apartment = 3.8%                                                          
Hotel = 2.1%

Rental growth expectations for all of the property types decreased dur-
ing fourth quarter 2006, except in the apartment sector, which increased 
slightly. While the overall average may have decreased, however, rental 
growth is very market-specific, with some markets seeing very strong rent 
growth. The slight decreases experienced by the majority of the property 
types brought the rates closer to levels of inflation and long-term average 
rent growth.

Real Estate Returns

RERC Required Returns:                
Office = 8.1% to 8.7%  
Industrial = 8.8% to 9.3%                     
Retail = 7.9% to 8.8%    
Apartment = 7.6%                     
Hotel = 8.3%

NCREIF Realized Returns:               
 Office = 16.2% to 23.8%        
 Industrial = 17.1% to 17.4%                    
Retail = 11.2% to 14.1%  
Apartment = 14.6%                 
Hotel = 23.6%

Based on the record-setting year for transaction activity, it is not surprising 
to see yet another stellar quarter for the commercial real estate market, and 
for the office sector in particular. Overall, the real estate market continues 
to deliver strong returns (based on NCREIF realized returns), with retail 
power centers bringing in the tail-end at a solid 11.2%. Still, a large portion 
of the reported returns have been generated through strong capital appre-
ciation, and with cap rates and discount rates appearing to have bottomed 
out in most markets, we expect slightly lower returns in 2007.

Capitalization Rates

RERC Required Cap Rates:                
Office = 7.2%                 
Industrial = 7.4%         
Retail = 6.9%                     
Apartment = 6.3%                     
Hotel = 8.7%

NCREIF Implied Cap Rates:               
Office = 5.9% to 6.6%                 
Industrial = 6.3% to 6.8%                    
Retail = 6.4% to 6.5%                     
Apartment = 5.4%                     
Hotel = 8.6%

The core property types remain relatively stable from the prior quarter, 
which is no surprise given their low relative levels. The abundance of com-
mitted capital (largely from defined contribution plans) to commercial real 
estate has created a very competitive transaction market, causing strong 
capital appreciation and lower income returns. However, cap rates have 
bottomed out in most markets, and asset management will become abso-
lutely critical to income-generating growth and value creation.
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NAR Commercial Forecast (January 2007)

2006 2007

2005 2006 2007 I  II  III IV I II III

OFFICE

Vacancy Rate 13.5% 13.1% 12.9% 12.9% 12.7% 12.5% 12.3% 13.6% 12.9%
12.1%

Net Absorption (‘000 sq. ft.) 13,314 21,011 19,771 19,645 19,198 19,033 16,640 90,280 73,741 71,731

Office Employment (thousands) 16,457 16,539 16,654 16,749 16,840 16,918 17,005 16,338 16,749 17,102

Completions (‘000 sq. ft.) 9,344 11,974 13,326 22,530 14,682 13,437 12,723 36,282 57,174 51,495

Inventory (millions sq. ft.) 3,266 3,278 3,291 3,314 3,329 3,342 3,355 3,257 3,314 3,365

Rent Growth 1.3% 0.9% 1.1% 1.0% 1.0% 1.3% 1.4% 5.2% 4.3% 5.2%

INDUSTRIAL

Vacancy Rate 9.9% 9.7% 9.5% 9.5% 9.4% 9.3% 9.0% 9.9% 9.5% 9.0%

Net Absorption (‘000 sq. ft.) 27,669 54,679 51,554 57,391 61,221 55,929 55,843 295,817 191,293 231,078

Industrial Employment (thousands) 10,193 10,185 10,186 10,211 10,239 10,266 10,295 10,175 10,211 10,322

Completions (‘000 sq. ft.) 38,860 39,584 35,780 65,568 52,278 51,628 36,379 150,689 179,792 181,405

Inventory (millions sq. ft.) 11,902 11,941 11,977 12,043 12,095 12,146 12,182 11,863 12,043 12,224

Rent Growth 0.4% 0.2% 0.4% 0.7% 0.8% 0.9% 1.0% 2.9% 1.7% 3.8%

RETAIL

Vacancy Rate 7.8% 8.1% 8.0% 8.1% 8.1% 8.1% 8.1% 7.2% 8.1% 8.1%

Net Absorption (‘000 sq. ft.) -4,211 -351 7,282 4,036 3,550 4,530 5,208 30,479 6,756 18,114

Completions (‘000 sq. ft.) 5,434 5,365 5,658 5,101 4,270 5,022 5,509 23,355 21,558 19,945

Inventory (millions sq. ft.) 1,520 1,526 1,531 1,537 1,541 1,546 1,551 1,515 1,537 1,557

Rent Growth -0.9% -0.6% 0.5% 0.6% 0.5% 0.3% 0.2% 2.9% -0.4% 1.2%

MULTIFAMILY

Vacancy Rate 5.5% 4.6% 4.8% 5.4% 5.3% 5.1% 4.8% 6.2% 5.4% 5.4%

Net Absorption (Units) 123,497 114,748 50,754 -29,001 66,067 79,973 91,136 350,975 259,996 207,371

Completions (Units) 54,990 56,844 57,478 52,554 55,448 56,038 55,084 203,343 221,886 220,924

Inventory (Units in Millions) 13.6 13.7 13.7 13.8 13.8 13.9 13.9 13.6 13.8 14.0

Rent Growth 1.0% 1.1% 1.1% 1.1% 1.0% 0.9% 1.0% 2.9% 4.3% 3.9%

Sources: NAR, Torto Wheaton Research



�Investment Trends
Quarterly

Copyright® 2007 by Real Estate Research Corporation (RERC) and the CCIM Institute.

National Market Analysis - 4Q 2006
RERC Price vs. Risk Assessment

Office
Strong Upside Dallas/

Ft. Worth Denver Baltimore

Fully Priced San Francisco Raleigh Columbus

Industrial
Strong Upside Orlando Minneapolis Tucson

Fully Priced Detroit Boston Austin

Retail
Strong Upside Tampa Denver Boston

Fully Priced Columbus Austin Richmond

Apartment
Strong Upside Honolulu Austin Pittsburgh

Fully Priced New York City Salt Lake City Oklahoma City

Hotel
Strong Upside Chicago Atlanta Phoenix

Fully Priced Cleveland Portland 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.

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

NationalMarketAnalysis

Investment Conditions Ratings* - 4Q 2006
Office 6.2

Industrial 6.8

Retail 6.8

Apartment 7.0

Hotel 6.5
*Ratings are averages based on responses to surveys from CCIM designees and 
candidates for fourth quarter 2006.
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■ CCIM Institute designees and candidates gave the 
office sector an investment conditions rating of 6.2 (on 
a scale of 1 to 10, with 10 being high) for fourth quarter 
2006. The office sector received the lowest rating of the 
five major property types tracked in the RERC/CCIM 
Investment Trends Quarterly.

■ According to RERC’s analysis, the fourth quarter 2006 
transaction-based capitalization rate average for the 
office sector was 7.2 percent.

■ According to CB Richard Ellis, the average vacancy 
rate for office space during fourth quarter 2006 was 
10.8 percent for central business district (CBD) office 
properties and 13.6 percent for suburban office 
properties. Among the major markets RERC covers, the 
Charlotte market had the lowest vacancy rate for CBD 
office space, and Detroit had the highest vacancy rate 
for CBD office space.

■ Among the major markets covered by RERC, Houston 
saw the biggest decrease in CBD office vacancy during 
fourth quarter 2006, while Toledo saw the biggest 
increase in vacancy, according to CB Richard Ellis.

■ As new technology-based amenities like security 
monitors, card access systems, and new elevator 
systems become available in the office sector, property 
managers must keep updating in order to remain 
competitive, or risk losing tenants to those managers 
that do provide additional services.

Office Risk-Adjusted Returns

Average Capitalization Rate - 4Q 2006

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

■ CCIM Institute designees and candidates gave the industrial 
sector an investment conditions rating of 6.8 (on a scale of 1 
to 10, with 10 being high) for fourth quarter 2006. This rating 
was equal to the rating given to the retail sector, and tied for 
second highest among the five property types tracked in the 
RERC/CCIM Investment Trends Quarterly.

■ According to CB Richard Ellis, the average availability rate for 
industrial space during fourth quarter 2006 was 9.7 percent 
on a national basis. Of the major markets RERC covers 
each quarter, Tampa and Portland had the lowest industrial 
availability rates, both at 4.8 percent, while Atlanta had the 
highest industrial availability rate at 20.4 percent.

■ CCIM Institute designees and candidates reporting from the 
Midwest industrial market stated that while the inventory of 
good industrial space is limited, it is not in particularly high 
demand, as there has been a major loss of manufacturing jobs 
and the vacancy rate is as high as 14 percent in some areas 
in Ohio. However, a survey respondent from the Minneapolis/
St. Paul area noted that the industrial market is expanding, 
while respondents in the St. Louis area reported that industrial 
properties are hard to find and are quite pricey.

■ According to RERC’s transaction analysis, the fourth quarter 
2006 capitalization rate average for industrial properties was 
7.4 percent.

■ According to most reports, the industrial real estate market 
is doing well. The sector is seeing increased construction, 
declining vacancy rates, and increasing rental rates, which are 
expected to continue well into 2007.

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

Average Capitalization Rate - 4Q 2006 Average Price Per Sq. Ft. - 4Q 2006

■ CCIM Institute designees and candidates gave the retail sector 
an investment conditions rating of 6.8 (on a scale of 1 to 10, 
with 10 being high) for fourth quarter 2006. This rating tied with 
the rating for the industrial sector, and was second among the 
five property types tracked in the RERC/CCIM Investment 
Trends Quarterly.

■ The availability rate for the retail sector decreased slightly from 
last quarter, and now stands at 8.0 percent, according to Torto 
Wheaton Research.

■ Several respondents to the survey for the RERC/CCIM 
Investment Trends Quarterly noted that in some regions of 
the U.S. that are highly tourist-driven such as Florida, retail 
is strong nearly all of the time, regardless of the economy 
overall.  

■ According to RERC’s transaction analysis, retail properties 
have an average capitalization rate of 6.9 percent in fourth 
quarter 2006. This is the second lowest capitalization rate 
among the property types covered in this report, above the 
capitalization rate for apartments (correction).

■ As long as supply does not get ahead of demand, retail 
performance can do well during the next year or two. However, 
retail investment will become more risky in those areas where 
job loss is a factor, such as the Midwest, which will be affected 
by unemployment in the automotive industry.

■ With the larger discount and superstores competing with 
traditional grocery stores for food sales, grocery-anchored 
retail centers are not the safe havens they were in the past. 
Regional malls, which are more dependent on consumers’ 
discretionary income, may be the retail subsector most at risk 
as interest rates increase.



��Investment Trends
Quarterly

Copyright® 2007 by Real Estate Research Corporation (RERC) and the CCIM Institute.

ApartmentPropertySector

■ CCIM Institute designees and candidates gave the apartment 
sector an investment conditions rating of 7.0 (on a scale of 
1 to 10, with 10 being the highest rating) for fourth quarter 
2006. The apartment sector received the highest rating given 
to any of the property types tracked by RERC for the RERC/
CCIM Investment Trends Quarterly.

■ Average vacancy in the apartment sector increased to 5.9 
percent during fourth quarter 2006 from 5.4 percent during 
third quarter, according to Reis. Inc. The increase—the 
greatest quarterly jump since first quarter 2003—was due in 
part to an increase in rental rates, as well as an increase in 
the supply resulting from failed condominium projects being 
converted to rental units.

■ According to RERC’s transaction analysis, the fourth quarter 
2006 average capitalization rate for the apartment sector 
was 6.3 percent.

■ Apartment demand remains relatively high on a national 
basis, due to high home prices that continue to keep some 
would-be homebuyers in the rental pool. In some areas, 
apartment supply is increasing as units revert back to rental 
space in areas that were over-supplied with condominiums. 
In other areas, apartment supply remains constrained due to 
condominium conversions.

■ As the U.S. population increases (approximately 2.5 million 
per year) and with the difficulty of building new apartment 
properties, the apartment sector generally will remain strong 
in 2007. Also, demand for “workforce housing,” a newer 
segment of the affordable housing sector often located in 
high-growth markets, continues to grow. Built for working 
families, the apartments are built using less expensive 
materials, and often contain smaller units to help keep rental 
rates low.

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

■ The hotel sector earned an investment conditions rating of 
6.5 (on a scale of 1 to 10, with 10 being high), according to 
CCIM Institute designees and candidates.

■ Several respondents noted that new hotel developments 
are moving to suburban areas and away from CBD 
districts. 

■ According to Smith Travel Research, the hotel occupancy 
rate was 68.5 percent at the end of third quarter 2006. This 
represents a 0.7-percent decrease in the occupancy rate 
recorded during the same time a year earlier. Revenue per 
available room (RevPAR) was $66.71, an increase of 6.0 
percent from 1 year ago.

■ RERC’s transaction analysis indicates that hotel properties 
saw a 12-month trailing average capitalization rate of 8.7 
percent during fourth quarter 2006.

■ According to PFK Hospitality Research, hotel profits were 
up during the last year, with gross operating profit for the 
typical U.S. hotel increasing 13.1 percent from the first half 
of 2005 to the first half of 2006. Expenses (including such 
things as salaries and employee benefits) were up 7.8 
percent during the same time period.

■ As fundamentals strengthen in the U.S. hospitality market, 
prices for hotel properties, along with refurbishments and 
remodeling, have begun to increase.

■ California has the strongest hospitality market in the nation 
due to high customer demand and a limited supply of hotel 
rooms, according to Ernst & Young LLP.

Average Capitalization Rate - 4Q 2006 Average Price Per Sq. Ft. - 4Q 2006
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By Edward M. Bury, APR

Construction cranes in and around Tampa’s traditional 
business district and in surrounding areas signal continued 
new office and residential development in Florida’s fast-
growing Gulf Coast metro area. Fueled by a robust job 
market and strong investment activity, Florida’s third largest 
city – which includes St. Petersburg and Clearwater – clearly 
is booming.

More than 500,000 square feet of new Class A office product 
is nearing completion. Delivery of this new Class A office 
space is not scheduled until early 2007, a development 
that has strengthened asking rates for existing comparable 
properties. Shrinking vacancies are keeping rental rates 
high for remaining properties. Suburban submarkets like 
the Westshore, Northwest, and I-75 Corridor combined for 
809,884 square feet of absorption for the year. The office 
sector’s occupancy level in the I-75 Corridor is the highest 
in 20 years.

In the popular Westshore submarket, for example, the 
average rate for Class A space jumped $3.67 per square 
foot from the beginning of 2006 to the end of fourth quarter 
at $27.22 per square foot.  

Activity has been positive for Class B properties as well. 
Asking rental rates have moved upward, as over 450,000 
square feet were absorbed during third quarter 2006. Class 
B space achieved a significant gain last year, rising from 
$18.23 to $19.43 per square foot.

Although there is tremendous development in the traditional 
office markets, some businesses are looking to areas in 

non-traditional areas. Heidt & Associates, a civil engineering 
firm, broke ground on a $12 million, 53,000-square-foot 
headquarters building in the popular Ybor City district. The 
company will relocate 175 employees to the neighborhood 
northeast of downtown in early 2007.

Multiple residential and mixed-use projects are nearly 
complete. In the Channel District on the downtown eastern 
boundary, projects like the Towers and Channelside, 
Ventana, and The Place are taking shape on a daily basis.

Job growth is a key factor behind the market’s sustained 
growth. Florida’s job growth was the fastest in the nation 
in 2006, adding 215,200 jobs. The Tampa-St. Petersburg-
Clearwater metropolitan statistical area (MSA) accounted for 
26,800 of those positions. And the outlook remains rosy; a 
national survey indicates that 30 percent of local companies 
plan to hire more workers.

Investors have not lost out on capitalizing on the potential 
for solid returns in Tampa. A total of 4.6 million square feet 
of office inventory was sold in 2006, totaling $653 million in 
transaction value. That’s the highest annual volume since 
2005. The biggest single-building transaction was the sale 
of a landmark office tower, the 38-story, 743,201-square-foot 
Tampa City Center, for $87.8 million. Also, a three-building 
office portfolio at Regency Park North totaling 202,076 
square feet sold for $39 million.

Data and insight courtesy of the GVA Advantis Tampa 
office. Special thanks to the Florida Gulfcoast Commercial 
Association of Realtors®. Visit www.fgcar.org.

Tampa Market Continues to Grow 
at a Steady Pace
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DataAnalysis

■ The majority of transactions that oc-
curred during the trailing 12 months 
ending December 31, 2006, and 
were reported by the Florida Gulf-
coast Commercial Association of Re-
altors, Inc. (FGCAR), was for prop-
erties selling between $2 million and 
$5 million. 

■ According to RERC’s analysis of FG-
CAR-reported transactions, office 
properties sold for an average price 
of $134 per square foot, which is 
slightly above the South regional av-
erage but well below the national av-
erage. However, the average trans-
action-based capitalization rate on 
the office sales provided by FGCAR 
was well below both regional and na-
tional levels, indicating a higher re-
turn for a smaller initial investment.

■ The average sale price per square 
foot for industrial space reported 
by FGCAR was $76. This is higher 
than the South regional average, but 
lower than the national average. The 
transaction-based capitalization rate 
for industrial properties was lower 
than both the regional and national 
rates, allowing for higher returns.

■ According to analysis of FGCAR 
data, retail properties were selling for 
an average price of $113 per square 
foot. This is well below both the South 
regional and national averages. The 
average transaction-based capital-
ization rate for retail space was 6.9 
percent, the same as that for the na-
tion, but lower than that of the South 
region, indicating that area returns 
are similar to those nationally, but 
with a lower initial investment.

■ Apartment properties also sold for 
prices that were well below both re-
gional and national averages, while 
the average transaction-based capi-
talization rate was 10 basis points 
lower than the regional rate and 10 
basis points higher than the national 
rate. This indicates that apartment 
returns in the area are at levels near 
regional and national levels, despite 
having lower sales prices.

■ All of the property sectors show low 
pricing and high returns, according 
to FGCAR data, demonstrating that 
the area has great investment op-
portunity.

RERC Analysis of 
Tampa Market

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

Volume (in millions)
<$2 million $9 $13 $9 $3 –

$2-5 milion $13 $3 $5 $2 –

>$5 million – – – – –

All $22 $16 $14 $5 –

Unit Price Averages
<$2 million $112 $78 $114 $58,328 –

$2-5 milion $188 $48 $106 $26,415 –

All $134 $76 $113 $51,945 –

Median of all $106 $76 $91 $41,667 –

Capitalization Rates (All)
Range 5.3 - 8.8 5.1 - 8.5 5.2 - 8.6 4.8 - 8.0 6.2 - 10.3

Average 7.0 6.8 6.9 6.4 8.2

According to 
some reports, 
Florida’s job 

market leads the 
nation. More 

than 20,800 new 
jobs were added 

in the Tampa 
area in 2006, 
GVA Advantis 

reports.
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NationalTransactionBreakdown

RERC Transaction Breakdowns
As brokers, buyers, sellers, appraisers, and other professionals associated with real estate values are well 
aware, all real estate transactions are not created equal. The value of a property can vary greatly depending 
on property type, size of property, condition, location, and many other factors. Comparing a property to other 
similar properties at a known or average price is especially helpful in determining the value of the property in 
question.

Real Estate Research Corporation (RERC) is pleased to announce that due to the higher quality and quantity 
of the raw research provided by individual CCIM members and organizational research contributors, the infor-
mation is now robust and credible enough for us to further separate and bifurcate the raw transaction data we 
receive according to the size of the transaction or sales price. By reporting transactions of a certain value only, 
one tends to get a distorted picture of the market. But by breaking out the research according to size of the sale 
(or price), along with the property type and region, one can get a more realistic and credible view of the market. 
You will notice that this analysis is grouped by the number of transactions, total volume (in millions), and aver-
age and median sale prices per unit. We expect this additional analysis to be useful to you as you benchmark 
your property value decisions.                        

In addition to categories by property type, our transaction research is now separated according to the price of 
the sales transaction on a national, regional, and metro level. Specifically, information can be disseminated ac-
cording to:

National Transaction Price Breakdowns/Tiers
■ Transactions with Sale Prices of $2 Million and Less
■ Transactions with Sale Prices of $2 Million to $5 Million
■ Transactions with Sale Prices of More than $5 Million

Regional Transaction Price Breakdowns/Tiers
■ Transactions with Sale Prices of $2 Million and Less
■ Transactions with Sale Prices of $2 Million to $5 Million
■ Transactions with Sale Prices of More than $5 Million

Metro Transaction Price Breakdowns/Tiers
■ Transactions with Sale Prices of $5 Million and Less
■ Transactions with Sale Prices of More than $5 Million

RERC’s research and analysis has been the foundation for the RERC/CCIM Investment Trends Quarterly, 
and as the transaction database has become more robust, we are able to expand upon our analysis to offer 
you additional market knowledge related to transaction price breakdowns or tier levels. We are confident that 
this further analysis will allow you to make more accurate projections and insightful decisions related to your 
sales and transactions. Watch for further analysis as RERC continues to provide research in the RERC/CCIM 
Investment Trends Quarterly.
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NationalTransactionBreakdown

National Market Analysis - 4Q 2006
RERC Price vs. Risk Assessment

Office
Strong Upside Dallas/

Ft. Worth Denver Baltimore

Fully Priced San Francisco Raleigh Columbus

Industrial
Strong Upside Orlando Minneapolis Tucson

Fully Priced Detroit Boston Austin

Retail
Strong Upside Tampa Denver Boston

Fully Priced Columbus Austin Richmond

Apartment
Strong Upside Honolulu Austin Pittsburgh

Fully Priced New York City Salt Lake City Oklahoma City

Hotel
Strong Upside Chicago Atlanta Phoenix

Fully Priced Cleveland Portland 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.

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



Regional Data

Atlanta
Austin

Baltimore
Boston

Charlotte
Chicago

Cincinnati
Cleveland
Columbus

Dallas/Ft. Worth
Denver
Detroit

New Orleans/Baton Rouge
New York

Northern New Jersey
Norfolk

Oklahoma City
Omaha

Orlando
Philadelphia

Phoenix
Pittsburgh

Portland
Raleigh

Richmond
Sacramento
Salt Lake City
San Antonio
San Diego
San Francisco
Seattle
St. Louis
Tampa
Toledo
Tucson
Washington, D.C.

Hartford
Honolulu
Houston
Indianapolis
Kansas City
Las Vegas
Los Angeles
Memphis
Miami
Minneapolis
Milwaukee
Nashville



East Region

Baltimore  •  Boston  •  Charlotte  •  Hartford  •  Norfolk  •  Northern New Jersey   
New York City  •  Pittsburgh  •  Philadelphia  •  Raleigh  •  Richmond  •  Washington, D.C.
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EastMarketSnapshot

23

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.
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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

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%



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

Pittsburgh

49

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



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

Pittsburgh

50

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.

■

■

■

■

■
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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.

■

■

■

■

■



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

Washington, D.C.

57

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. 

■

■

■

■

■
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South Region Space Market
Office - 4Q-2006

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

Atlanta 127,236 17.1 933  $19.45 Gross

Austin 31,488 12.7 628  $15.07 Net

Dallas 140,084 22.3 728  $18.47 Net

Houston 136,834 13.1 2,915  $17.57 Gross

Miami 38,692 9.2 -118  $27.49 Gross

Nashville 28,074 10.5 348  $17.29 Gross

Orlando 29,933 8.6 559      $20.16    Gross

Tampa 34,127 11.6 125      $19.73    Gross

Industrial - 4Q-2006

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

Atlanta 553,871 13.0 4,026  $3.69 Net

Austin 68,961 10.8 808  $7.07 Net

Dallas 441,743 11.7 3,189  $4.76 Net

Houston 414,764 7.0 2,388  $4.88 Gross

Miami 202,559 5.7 -1,426  $7.82 Gross

Nashville 154,202 8.6 1,528  $4.11 Net

Orlando 140,623 7.5 524       $7.21     Net

Tampa 151,928 5.2 633       $7.18     Net

Retail - 3Q-2006

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

Atlanta 78,793 8.6 868 $23.71

Austin 17,554 8.8 250 $22.25

Dallas 57,305 11.7 206 $14.43

Houston 59,198 11.1 997 $17.67

Miami 22,026 4.1 220 $17.36

Nashville 18,454 5.5 438 $21.66

Oklahoma City 18,197 12.4 84 $11.68

Orlando 28,987 7.5 58 $15.18

Tampa 29,440 7.8 206 $13.09

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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South Regional Analysis - 4Q 2006
Market Assessment

Office
Strong Upside Dallas/Ft. Worth

Fully Priced Oklahoma City

Industrial
Strong Upside Orlando

Fully Priced Austin

Retail
Strong Upside Tampa

Fully Priced Austin

Apartment
Strong Upside Austin

Fully Priced Oklahoma City

Hotel
Strong Upside Atlanta

Fully Priced Orlando
*Relative earnings are based on RERC’s economic cashflow fore-
cast. 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
South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)

Office Industrial Retail Apartment Hotel Total
Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

■ The industrial sector in the South region is 
strong. Regionally, properties are selling for an 
average price per square foot of $64, which is 
well below the national average price of $83 
per square foot. Even with an average sale 
price substantially lower than that of the nation, 
average transaction-based capitalization rates 
for the South region also are slightly below that 
of the nation.

■ The average transaction-based capitalization 
rates for all of the property sectors in the South 
region are 10 to 20 basis points higher than the 
averages for the nation. Following suit, average 
selling prices for all the property types were 
lower than those nationally.
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Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

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

Atlanta $139 7.3

Austin $136 6.7

Dallas/Ft. Worth $119 7.3

Houston $102 7.4

Memphis $74 7.9

Miami $185 6.5

Nashville $97 8.4

New Orleans/Baton Rouge $93 7.8

Oklahoma City $67 8.0

Orlando $157 7.1

San Antonio $93 7.3

Tampa $134 7.0

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

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

Atlanta $58 7.3

Austin $86 7.6

Dallas/Ft. Worth $54 7.4

Houston $51 7.4

Memphis $45 7.6

Miami $89 6.9

Nashville $51 7.0

New Orleans/Baton Rouge $40 7.4

Oklahoma City $45 7.6

Orlando $73 6.4

San Antonio $57 7.8

Tampa $75 6.8

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

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

Atlanta $159 7.1

Austin $172 7.4

Dallas/Ft. Worth $124 7.1

Houston $144 7.2

Memphis $135 7.4

Miami $197 6.4

Nashville $113 7.0

New Orleans/Baton Rouge $95 7.4

Oklahoma City $90 7.1

Orlando $194 6.8

San Antonio $111 7.1

Tampa $148 6.9

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

South Region Apartment Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Atlanta $64,591 6.4

Austin $67,568 5.8

Dallas/Ft. Worth $55,788 7.0

Houston $62,949 6.4

Memphis $37,753 6.6

Miami $112,563 5.5

Nashville $57,827 6.7

New Orleans/Baton Rouge $54,488 6.8

Oklahoma City $34,935 7.4

Orlando $91,810 6.1

San Antonio $61,344 7.1

Tampa $82,416 6.4

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

South Region Hotel Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Atlanta $88,189 8.2

Austin $107,203 9.0

Dallas/Ft. Worth $88,875 8.8

Houston $78,368 9.1

Memphis $47,864 8.8

Miami $119,219 8.7

Nashville $97,913 9.4

New Orleans/Baton Rouge $97,252 8.9

Oklahoma City $79,531 9.2

Orlando $77,102 9.2

San Antonio $80,302 9.2

Tampa $85,129 8.2

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



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

Atlanta

62

Office
Fundamentals in the Atlanta office 
market continued to improve during 
fourth quarter 2006. Net absorption re-
mained positive, and the vacancy rate 
declined. Rents continued to rise, but 
growth slowed slightly. New develop-
ment remains strong, especially in the 
CBD office submarket, and is expected 
to continue during 2007.  

CCIM designees and candidates rated 
the performance of the Atlanta office 
sector at 6.0 on a scale of 1 to 10, with 
10 being high. 

RERC’s transaction analysis indicates 
that the average sale price of Atlanta 
office space is $139 per square foot, 
higher than the regional average price 
of $130 per square foot, but well below 
the national average price of $167 per 
square foot.

The average transaction-based capi-
talization rate for office properties is 7.3 
percent, midway between the South 
regional average capitalization rate of 
7.4 percent and the national average 
rate of 7.2 percent.

With the price per square foot below the 
national average and the capitalization 
rate above, the local office market is 
experiencing slightly weaker return 
vs. risk potential than some others in 
the U.S. However, compared to other 
office markets in the region, the Atlanta 
sector appears somewhat stronger, as 
the average capitalization rate is slightly 

■

■

■

■

below that for the South region 
and the average sale price is 
slightly above. 

 
Industrial

The Atlanta industrial market 
has the highest availability rate 
in the South region. Rents were con-
sistent with last quarter, but there is 
some concern of slowing due to the 
large amount of construction currently 
underway. 

CCIM designees and candidates rated 
the fourth quarter 2006 performance of 
the Atlanta industrial sector at 6.3 on 
a scale of 1 to 10, with 10 being high, 
sharing the top spot with the area’s 
apartment market.

RERC’s transaction analysis shows the 
average sale price for industrial space 
in the Atlanta area is $58 per square 
foot, below both the national aver-
age price of $83 per square foot and 
the South regional average of $64 per 
square foot.

The average capitalization rate for in-
dustrial properties within the Atlanta 
area is 7.3 percent, equal to the South 
regional average capitalization rate and 
slightly lower than the national average 
of 7.4 percent.

Although fundamentals in the Atlanta 
industrial market may take a slight turn 
for the worse in the near future due to 
construction outpacing demand, Atlanta 
has historically been one of the stronger 

■

■

■

■

industrial markets in the nation and 
fundamentals should strengthen. 

Retail
The retail sector in Atlanta received the 
lowest performance rating for fourth 
quarter 2006 from CCIM designees 
and candidates, at a 5.5 out of 10.  
According to RERC’s transaction 
analysis, retail space in the Atlanta 
area is selling for an average price of 
$159 per square foot, above the re-
gional average, but below the national 
average.

The average transaction-based capi-
talization rate for Atlanta retail proper-
ties is 7.1 percent, equal to the regional 
capitalization rate but 20 basis points 
higher than the national average.

Atlanta retail property fundamentals 
are declining, as consumer spending 
has slowed. The average capitalization 
rate is equal to that for regional retail 
properties, but the average price 
per square foot is higher, indicating 
a possible slight overpricing of retail 
properties. However, if the population 
grows to the level estimated, the retail 
sector may see improving fundamentals 
and stronger investment conditions.

■

■

■

As a whole, the Atlanta commercial real estate market 
is very strong. Fundamentals in nearly all of the sectors 
are showing signs of at least slight improvement, and 
even the industrial market, which has seen a slowdown 
in growth, can rebound as long as the amount of new 
development doesn’t exceed demand. All of the core 
property types in the area will benefit from expected 
population growth over the next 5 years.

Demographics & Economy

Population: 
2006 (est.): 5.2 million
2011 (proj.): 6.2 million

Unemployment Rate:
Atlanta - 4.2%
Georgia - 4.3%
National - 4.5%

Economic Performance Rating*:
Atlanta - 6.3
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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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

Apartment
CCIM designees and candidates rated 
the Atlanta apartment sector perfor-
mance for fourth quarter 2006 at 6.3 
on a scale of 1 to 10, with 10 being 
high. Apartments, along with the in-
dustrial sector, earned the highest rat-
ing among the property sectors. 

Apartment properties in the area are 
selling for an average price of $64,591 
per unit, much lower than the national 
and regional average prices, according 
to RERC’s transaction analysis.

The average capitalization rate for the 
Atlanta apartment sector is 6.4 percent, 
midway between the regional and the 
national average rates.

The average unit price in the Atlanta area 
is below both the national and regional 
averages and the average capitalization 
rate is comparable to both rates. With 
a large growth in population expected 
over the coming 5 years, demand for 
apartment properties should strengthen.

Hotel
CCIM designees and candidates gave 
the Atlanta hotel sector a rating of 6.0 
on a scale of 1 to 10, with 10 being 
high, for fourth quarter 2006. 

RERC’s transaction analysis shows the 
average sale price of hotel properties 
in Atlanta is $88,189 per unit, below 
both the regional and national aver-
age sale prices of $94,532 per unit and 
$110,713 per unit, respectively.

The average capitalization rate for At-
lanta hotel properties is 8.2 percent, 
well below the regional and national 
rates.

■

■

■

■

■

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

Total Returns: 

1-Year Rate 13.50% 13.70% 15.40% 15.50% 14.50%

3-Year Rate 13.30% 14.40% 16.50% 12.80% 14.00%

5-Year Rate 8.60% 10.70% 15.00% 9.40% 10.10%

10-Year Rate 9.50% 10.40% 13.20% 10.20% 10.30%

15-Year Rate 8.90% 9.90% 11.10% 11.00% 10.20%

Income Return

1-Year Rate 6.00% 6.90% 6.40% 5.60% 6.10%

3-Year Rate 7.00% 7.30% 6.90% 5.70% 6.70%

5-Year Rate 7.80% 7.60% 7.70% 5.90% 7.20%

10-Year Rate 8.20% 8.30% 8.50% 7.20% 7.90%

15-Year Rate 8.30% 8.70% 8.70% 7.90% 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 32% 20% 15% 32% 1%

3-Year Average 33% 24% 15% 28% 0%

5-Year Average 35% 24% 13% 28% 0%

10-Year Average 38% 20% 13% 29% 1%

15-Year Average 33% 21% 11% 32% 2%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $154 $189 $210 $93 $19 $665 

>$5 million $7,292 $1,398 $1,525 $3,672 $814 $14,701 

All $7,446 $1,586 $1,736 $3,765 $833 $15,366 

Unit Price Averages
<$5 million $110 $57 $147 $48,664 $31,757 -

>$5 million $159 $59 $176 $74,865 $99,476 -

All $139 $58 $159 $64,591 $88,189 -

Median of all $121 $51 $141 $55,319 $71,496 -

Capitalization rates (all)
Range 5.5 - 9.1 5.5 - 9.1 5.3 - 8.9 4.8 - 8 6.2 - 10.3 4.8 - 10.3

Average 7.3 7.3 7.1 6.4 8.2 7.3

Noteworthy Transactions 
The 500,000-square-foot industrial property located at 220 
Greenwood Court sold for slightly more than $21 million, 
or $42 per square foot, below the average price of $59 per 
square foot for industrial properties selling for over $5 mil-
lion in the Atlanta area.
One Alliance Center, a 553,370-square-foot office property 
located at 3500 Lenos Road, sold for approximately $195 
million, or $352 per square foot, which is more than twice 
the Atlanta office market average price of $159 per square 
foot for properties in this sales price category.
The retail property located at 4166 Buford Highway and 
containing 365,000 square feet sold for around $55 mil-
lion, or $150 per square foot, compared to the Atlanta av-
erage sale price of $176 per square foot for properties that 
sold for more than $5 million.
The 521-room Hotel Renaissance Waverly Atlanta located 
at 2450 Galleria Parkway sold for around $130 million, or 
about $250,000 per room, well above the area’s average 
sale price of $99,476 per unit for properties selling for $5 
million or more.
The Standard at Lenox Park Apartments, a 375-unit apart-
ment complex, sold for slightly more than $47 million, or 
nearly $126,000 per unit. This sale price is well above the 
area average of $74,865 per unit for apartment properties 
exceeding the sale price of $5 million.

■

■

■

■

■
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Office
CCIM designees and candidates rat-
ed the Austin office market at 9.5 on 
a scale of 1 to 10, with 10 being high, 
for fourth quarter 2006 – the highest 
performance rating given to any of the 
property types in the Austin area.

Overall fundamentals in the Austin 
office market continue to strengthen, 
especially in the CBD office subsector. 
Strong employment growth has led to 
increased demand for office space, 
resulting in a lower vacancy rate and 
increased new construction. 

RERC’s transaction analysis shows 
that office properties in the Austin 
area are selling for an average price 
of $136 per square foot, slightly more 
than the South regional average of 
$130 per square foot, but well be-
low the national average of $167 per 
square foot.

The average capitalization rate for of-
fice properties in the Austin area is 6.7 
percent, well below both the South re-
gion and national average capitaliza-
tion rates, which are 7.4 percent and 
7.2 percent, respectively.

Already the strongest commercial real 
estate sector in the area, the Austin 
office market is heating up, and there 
are no signs of a slowdown anytime in 
the near future. With population and 
employment growth expected to stay 
strong, fundamentals within the market 
should continue to improve.  

Industrial
CCIM designees and candidates rat-
ed the Austin industrial market perfor-
mance at 7.3 on a scale of 1 to 10, 
with 10 being high.  

■

■

■

■

■

The availability rate for Austin 
industrial space declined for 
the fourth consecutive quar-
ter. Net absorption and rental 
rates grew, while the amount 
of new development also 
increased. R&D properties 
continued to be the strongest 
subsector within the Austin in-
dustrial market.

RERC’s transaction analysis 
indicates industrial properties 
within the Austin area are selling for 
an average price of $86 per square 
foot, in line with the national average 
of $83 per square foot, and above the 
South regional average of $64 per 
square foot.

The average capitalization rate is 7.6 
percent for industrial properties with-
in the Austin market, higher than the 
regional and national average rates, 
which are 7.3 percent and 7.4 per-
cent, respectively.

Although fundamentals in the Austin 
industrial market are improving, 
this sector may be headed toward 
more downside risk. The average 
sale price of Austin industrial space 
is fairly comparable to the national 
average, but the capitalization rate is 
higher, indicating that Austin industrial 
properties hold slightly more risk. 

Retail
CCIM designees and candidates 
rated the Austin retail sector perfor-
mance at 8.0 out of 10, with 10 being 
high.

The average sale price for retail 
properties in the Austin area is $172 
per square foot, according to RERC’s 

■

■

■

■

■

transaction analysis, above the 
regional and national average prices 
of $140 and $169 per square foot, 
respectively.

The average capitalization rate for re-
tail property in the Austin market is 7.4 
percent, higher than the regional av-
erage of 7.1 percent and the national 
average of 6.9 percent.

As employment continues to grow in 
the Austin area, the retail sector should 
continue to strengthen. However, 
Austin retail properties are experiencing 
higher sales prices than regionally and 
nationally, and are also seeing a higher 
average capitalization rate. 

Apartment
CCIM designees and candidates rated 
the Austin apartment sector at 7.0, the 
lowest rating given to the five property 
types tracked by RERC for the Austin 
area.

Single-family homes have appreciated 
greatly, forcing some would-be buyers 
out of the market. Apartment supply is 
tight, due in large part to some Class A 
space being converted into condomin-
iums. This has helped push down va-
cancy rates and increase rental rates, 
further strengthening the market.

■

■

■

The Austin commercial real estate market holds 
some positive and some negative aspects. The office, 
apartment, and retail markets should continue to see 
improvement as economic growth continues, while 
the industrial and hotel sectors show some signs of 
possible weakening.

Demographics & Economy

Population: 
2006 (est.): 1.5 million
2011 (proj.): 1.8 million

Unemployment Rate:
Austin - 3.2%
Texas - 4.1%
National - 4.5%

Economic Performance Rating*:
Austin - 9.0
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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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

RERC’s transaction analysis in-
dicates the average sale price for 
apartment properties in the Austin 
area is $67,568 per unit, less than 
the regional and national average 
prices.

The average capitalization rate for 
the Austin apartment market is 5.8 
percent, well below the regional and 
national averages of 6.5 percent and 
6.3 percent, respectively.

Austin retail properties are experiencing 
a lower average sale price and 
capitalization rate than regionally and 
nationally, signaling possible upside 
potential. As fundamentals should 
improve, the average sale price may 
increase, coming more in line with the 
national average. 

Hotel
CCIM designees and candidates rat-
ed the Austin hotel sector at 9.0 on a 
scale of 1 to 10, with 10 being high.

The average sale price for hotel 
properties in the area is $107,203 per 
unit, slightly below the national aver-
age of $110,713 per unit, but above 
the regional average of $94,532 per 
unit.

The average transaction-based capi-
talization rate is 9.0 percent for hotel 
properties in the Austin area, higher 
than the regional and national aver-
ages of 8.9 percent and 8.7 percent, 
respectively.

Although the hotel market in the Austin 
area has a slightly lower average price 
per unit than the national market, its 
capitalization rate is higher, indicating 
some possible downside risk.

■

■

■

■

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

Total Returns: 

1-Year Rate 23.00% 22.80% 18.60% 14.80% 19.50%

3-Year Rate 17.40% 14.70% 18.90% 13.00% 15.10%

5-Year Rate 9.50% 7.70% 16.40% 8.20% 9.00%

10-Year Rate 13.30% 10.20% 14.80% 9.60% 10.90%

15-Year Rate 11.10% - - - 9.80%

Income Return

1-Year Rate 7.30% 7.00% 8.00% 5.40% 6.70%

3-Year Rate 8.20% 8.00% 7.80% 5.60% 7.10%

5-Year Rate 9.10% 8.70% 8.20% 5.90% 7.60%

10-Year Rate 9.20% 9.40% 9.00% 7.10% 8.30%

15-Year Rate 8.70% - - - 8.30%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 25% 10% 14% 47% 4%

3-Year Average 28% 14% 13% 43% 3%

5-Year Average 29% 14% 12% 41% 4%

10-Year Average 27% 14% 15% 41% 3%

15-Year Average 37% 10% 13% 31% 10%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Source: RERC Investment Survey

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

Volume
<$5 million $21 $30 $107 $79 - $237 

>$5 million $1,250 $287 $613 $871 $457 $3,479 

All $1,271 $317 $720 $950 $460 $3,719 

Unit Price Averages
<$5 million $106 $62 $157 $56,469 - -

>$5 million $149 $117 $200 $81,917 $110,193 -

All $136 $86 $172 $67,568 $107,203 -

Median of all $125 $76 $133 $56,460 $121,524 -

Capitalization rates (all)
Range 5.0 - 8.4 5.7 - 9.5 5.6 - 9.3 4.4 - 7.3 6.8 - 11.3 4.4 - 11.3

Average 6.7 7.6 7.4 5.8 9.0 7.3

Noteworthy Transactions 
Amber Oaks, a 282,000-square-foot office property located 
at 13640 Briarwick Drive, sold for just under $47 million, or 
$166 per square foot, which is slightly above the Austin area 
average price per square foot of  $149 per square foot for of-
fice properties selling for $5 million or more.
The Grand Central Station retail building, containing over 
170,000 square feet of space, sold for approximately $12 mil-
lion, or nearly $70 per square foot – only about one-third the 
average price for retail properties selling for over $5 million.
Tintara at Canyon Creeks, a 551-unit apartment complex, 
sold for $43 million, or $78,040 per unit, close to the Austin 
area average price of $81,917 per unit for apartments selling 
above $5 million.
Met Center 4-9, the 336,000-square-foot industrial space lo-
cated at 8201 East Riverside Drive and 7401 East Ben White 
Blvd., sold for approximately $44 million, or $130 per square 
foot, well above the average sale price of $117 per square 
foot for industrial buildings in this price category.
The 492-room Renaissance Austin Hotel located at 9721 Ar-
boretum Blvd. sold for around $115 million, or approximately 
$233,740 per unit – more than double the Austin area aver-
age sale price of $110,193 per unit for hotels selling over $5 
million.

■

■

■

■

■
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Office
Although still having the highest va-
cancy rate of the 48 metros RERC 
tracks, the Dallas/Ft. Worth fourth 
quarter 2006 office vacancy rate was 
lower than anytime since 2001. With 
absorption also increasing, expect 
rental rates to go up as well.

RERC’s transaction analysis indicates 
that Dallas/Ft. Worth office space is 
selling at an average price of $119 per 
square foot, compared to regional and 
national average prices of $130 per 
square foot and $167 per square foot, 
respectively. 

RERC’s transaction-based capital-
ization rate for the Dallas area office 
market is 7.3 percent, between the re-
gional average of 7.4 percent and the 
national average of 7.2 percent.

CCIM designees and candidates gave 
the Dallas office market a performance 
rating of 6.8 on a scale of 1 to 10, with 
10 being high.

The average capitalization rate for office 
properties in the Dallas area is in line 
with regional and national averages, 
and the average price per square foot 
is much lower. Increasing fundamentals, 
a robust economy, and strong expected 
population growth should cause prices 
for office properties to rise and push 
capitalization rates lower for the coming 
quarters. 
 

Industrial
The Dallas/Ft. Worth industrial market 
fundamentals were very healthy dur-
ing fourth quarter 2006, with availabil-

■

■

■

■

■

ity rates lower and net absorp-
tion levels remaining steady.  

RERC’s transaction analysis 
indicates that the average price 
per square foot of industrial 
space in the area is $54 per 
square foot, while the regional 
and national averages are $64 
per square foot and $83 per 
square foot, respectively.

The average capitalization rate for the 
Dallas/Ft. Worth industrial sector is 
7.4 percent, equal to the national av-
erage and just slightly higher than the 
regional average of 7.3 percent.

CCIM designees and candidates gave 
the Dallas/Ft. Worth area industrial 
market a performance rating of 6.4 on 
a scale of 1 to 10, with 10 being high.

Although the price per square foot for 
industrial space in the Dallas area is 
well below both regional and national 
averages, the capitalization rate is very 
comparable to both regional and national 
rates. With increasing fundamentals and 
a strong economy, the market should 
continue to improve, sale prices may 
increase, and capitalization rates may 
fall.

Retail
RERC’s transaction analysis indicates 
that retail space in the Dallas area is 
selling at an average price of $124 per 
square foot, which was significantly 
lower than the national average of 
$169 per square foot, as well as the 
regional average of $140 per square 
foot.

■

■

■

■

The capitalization rate for the Dallas 
retail market is 7.1 percent, equal to 
the regional average, and just slightly 
higher than the national average of 
6.9 percent.

Survey respondents gave the Dallas 
retail market an average performance 
rating of 6.5 on a scale of 1 to 10, with 
10 being high.

Once again, the average price for 
retail properties in the Dallas/Ft. Worth 
area was lower than both the regional 
and national averages, although the 
capitalization rate was comparable to 
the regional and national rates. This 
indicates that area retail properties 
may offer some upside potential. In 
addition, fundamentals should continue 
to increase as population increases 
and low unemployment is expected to 
continue, resulting in possible higher 
prices and declining capitalization rates. 

Apartment
RERC’s transaction analysis indicates 
apartments in the Dallas/Ft. Worth 
area are selling at an average price 
of $55,788 per unit, significantly lower 
than the regional average of $75,192, 
and nearly half the national average of 
$107,833 per unit.

■

■

■

Average sales prices and capitalization rates for many 
of the Dallas/Ft. Worth commercial property sectors 
are well below those of the region and the nation. With 
an economy that is expected to grow, population that 
is expected to increase, and low unemployment, the 
market should see improvements.

Demographics & Economy

Population: 
2006 (est.): 6.1 million
2011 (proj.): 6.9 million

Unemployment Rate:
Dallas/Ft. Worth - 4.0%
Texas - 4.1%
National - 4.5%

Economic Performance Rating*:
Dallas/Ft. Worth - 8.5
National - 6.5
*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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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

The average capitalization rate for 
Dallas/Ft. Worth apartments is 7.0 
percent, quite a bit higher than the re-
gional and national averages.

CCIM designees and candidates gave 
the Dallas/Ft. Worth apartment market 
an average performance rating of 6.5 
on a scale of 1 to 10.

Unlike other property sectors, the 
Dallas/Ft. Worth apartment market is 
seeing a higher capitalization rate than 
the regional and national average rates. 
However, the average price per unit is 
well below the national and regional 
average prices. With the area expected 
to see healthy population growth over 
the next 5 years, demand for rental units 
should increase, possibly strengthening 
fundamentals, increasing prices, and 
lowering capitalization rates. 

Hotel
RERC’s transaction analysis indicates 
that hotel properties in the Dallas/Ft. 
Worth area are selling for an average 
price of $88,875 per unit, much lower 
than the regional average of $94,532 
and the national average of $110,713 
per unit.

The average capitalization rate for the 
Dallas/Ft. Worth hotel market is 8.8 
percent, comparable to the regional 
and national averages.

Given a capitalization rate that is very 
comparable to regional and national 
averages, and a unit price that is lower 
than regional and national levels, the 
Dallas hotel market presents some 
upside potential.

■

■

■

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

Total Returns: 

1-Year Rate 14.70% 12.30% 17.00% 13.50% 14.20%

3-Year Rate 12.40% 12.20% 17.30% 11.20% 12.80%

5-Year Rate 7.60% 9.30% 15.40% 9.10% 9.60%

10-Year Rate 10.00% 10.10% 12.60% 8.90% 9.90%

15-Year Rate 8.50% 9.60% 8.70% 9.10% 8.90%

Income Return

1-Year Rate 6.50% 6.60% 6.70% 5.70% 6.40%

3-Year Rate 7.00% 7.10% 7.10% 5.70% 6.80%

5-Year Rate 7.60% 7.80% 7.70% 6.10% 7.30%

10-Year Rate 8.20% 8.50% 8.50% 7.20% 8.00%

15-Year Rate 8.90% 9.00% 8.30% 7.80% 8.50%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 30% 27% 14% 27% 2%

3-Year Average 31% 29% 15% 24% 1%

5-Year Average 30% 30% 13% 26% 1%

10-Year Average 31% 29% 12% 28% 0%

15-Year Average 28% 30% 17% 24% 1%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $99 $81 $540 $307 $11 $1,038 

>$5 million $4,811 $846 $2,400 $2,246 $800 $11,102 

All $4,909 $927 $2,940 $2,553 $811 $12,140 

Unit Price Averages
<$5 million $93 $43 $106 $44,543 $26,561 -

>$5 million $131 $68 $172 $73,537 $95,611 -

All $119 $54 $124 $55,788 $88,875 -

Median of all $104 $44 $90 $38,119 $82,776 -

Capitalization rates (all)
Range 5.5 - 9.1 5.6 - 9.3 5.3 - 8.9 5.3 - 8.8 6.6 - 11 5.3 - 11

Average 7.3 7.4 7.1 7.0 8.8 7.5

Noteworthy Transactions 
Turtle Creek Villas, a 331-unit apartment property located 
at 2217 Ivan St., sold for $61.1 million, or approximately 
$184,590 per unit – more than double the average price of 
$73,537 per unit for apartment properties selling in this price 
range.
A portfolio comprised of more than 1 million square feet of in-
dustrial space sold for approximately $88.5 million, or around 
$85 per square foot, well above the average sale price of $68 
per square foot for industrial properties selling in excess of 
$5 million.
The 324,569-square-foot retail center, Casa Linda Plaza, 
sold for $40 million, or $123 per square foot, much less than 
the average price of $172 per square foot for retail properties 
selling for more than $5 million.
The Bank One Center, located at 1717 Main St. and contain-
ing 1.5 million square feet, sold for $216 million, or approxi-
mately $145 per square foot, slightly more than the average 
price of $131 per square foot for office properties in this price 
category. 
The Renaissance Tower, a 1.7 million-square-foot office build-
ing, sold for $138.9 million, or $80 per square foot, well below 
the average of $131 per square foot for office space selling 
for more than $5 million.

■

■

■

■

■
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Office
Houston office market fundamentals 
improved greatly during fourth quar-
ter 2006. Net absorption rates were 
at a 10-year high, and vacancy rates 
dropped considerably.

RERC’s transaction analysis indi-
cates office properties in the Houston 
area are selling for an average price 
of $102 per square foot, much less 
than the regional average of $130 
per square foot and the national av-
erage of $167 per square foot.

The transaction-based capitalization 
rate for the Houston office market 
is 7.4 percent, equal to the regional 
average, and just above the national 
average of 7.2 percent.

With a fairly low capitalization rate and 
low average price per square foot, the 
Houston office market is experiencing 
some upside potential. Employment 
is expected to remain strong, and 
the population is expected to grow 
over the coming years, which may 
increase demand for office space and 
further improve fundamentals. The 
capitalization rate may dip slightly 
below the national average over the 
coming quarters, and the average 
price per square foot will likely see a 

■

■

■

substantial increase as the market 
strengthens.

Industrial
The industrial market fundamentals 
strengthened during fourth quarter 
2006, with availability decreasing 
and net absorption increasing. How-
ever, construction of new industrial 
properties in the area is increasing 
as well.

The average sale price for Houston 
industrial space is $51 per square 
foot, lower than either the regional 
or national averages, according to 
RERC’s transaction analysis.

The Houston area industrial market 
has an average capitalization rate 
of 7.4 percent, in line with both the 
regional and national average capi-
talization rates.

Although the Houston industrial market 
is experiencing low capitalization 
rates and low prices, the market may 
soon become saturated with the new 
construction currently underway. If 
construction overtakes demand for 
industrial space in the area, prices 
may drop even further. However, if 
construction slows, and with population 
expected to increase over the coming 

■

■

■

years, demand likely will remain 
strong.

Retail
RERC’s transaction analysis indi-
cates retail space in the Houston area 
is selling at an average price of  $144 
per square foot, comparable to the 
regional average of $140 per square 
foot, but less than the national aver-
age of $169 per square foot.

The average capitalization rate for 
the Houston retail market is 7.2 per-
cent, similar to the regional and na-
tional averages of 7.1 percent and 
6.9 percent, respectively.

The capitalization rate and price for 
retail properties in the Houston area 
indicates some risk in investment when 
compared to other retail markets across 
the nation. However, the Houston area 
economy is growing, as population 
is expected to increase substantially 
over the coming years, and the 
unemployment rate should remain low. 
This should increase demand for retail 
properties, strengthen fundamentals, 
and likely decrease the capitalization 
rate as the price for properties 
increases. The market should approach 
a level more in line with national pricing 
averages in the near future.

■

■

Although many of the commercial real estate sectors 
within the Houston area have below-average prices, 
capitalization rates are fairly comparable to national 
average rates. As the population is expected to grow 
and employment is expected to remain strong, all of the 
sectors should see at least slight increases in demand, 
likely improving market fundamentals and increasing 
prices.  

Demographics & Economy

Population: 
2006 (est.): 5.6 million
2011 (proj.): 6.4 million

Unemployment Rate:
Houston - 4.0%
Texas - 4.1%
National - 4.5%
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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

Apartment
RERC’s transaction analysis in-
dicates properties in the Houston 
area are selling at an average price 
of $62,949 per unit, substantially 
lower than the national average of 
$107,833 per unit.

The average capitalization rate in 
the Houston apartment market is 6.4 
percent, between the regional aver-
age of 6.5 percent and the national 
average of 6.3 percent.

Although the apartment market in the 
area is experiencing a slightly higher 
capitalization rate than the national 
average, the price per unit is low. As 
with the retail market, much of the 
demand for apartments is based on 
the economy and demographics of an 
area. Since population in the Houston 
area is expected to increase over the 
coming years, there should be more 
demand for rental units, which should 
increase market fundamentals and 
property prices to levels closer to 
national averages.

Hotel
RERC’s transaction analysis indi-
cates hotels in the Houston area 
are selling at an average price of  
$78,368 per unit, significantly lower 
than either the regional average of 
$94,532 or the national average of 
$110,713 per unit.

The average capitalization rate for 
the Houston hotel market is 9.1 per-
cent, higher than  the regional aver-
age of 8.9 percent and the national 
average of 8.7 percent. 

The Houston area hotel market is 
experiencing low prices with high 
capitalization rates. As the area 
economy strengthens, the hotel market 
should see some improvement.

■

■

■

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

Total Returns: 

1-Year Rate 11.80% 12.20% 11.40% 10.60% 11.30%

3-Year Rate 11.20% 13.30% 23.40% 9.30% 14.00%

5-Year Rate 8.60% 9.90% 23.20% 9.90% 12.20%

10-Year Rate 11.90% 11.50% 17.00% 9.90% 12.40%

15-Year Rate 7.10% 10.30% 10.40% 7.80% 7.90%

Income Return

1-Year Rate 7.40% 7.60% 5.90% 5.70% 6.60%

3-Year Rate 8.30% 8.10% 6.80% 5.80% 7.40%

5-Year Rate 8.40% 8.20% 7.40% 6.40% 7.70%

10-Year Rate 8.50% 9.20% 8.20% 7.20% 8.20%

15-Year Rate 8.30% 9.30% 8.00% 7.70% 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 41% 8% 23% 27% 1%

3-Year Average 43% 9% 26% 21% 0%

5-Year Average 47% 9% 24% 20% 1%

10-Year Average 50% 8% 23% 18% 1%

15-Year Average 49% 8% 25% 18% 1%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $97 $231 $316 $129 $37 $810 

>$5 million $2,252 $508 $1,268 $2,355 $515 $6,898 

All $2,349 $740 $1,584 $2,484 $551 $7,708 

Unit Price Averages
<$5 million $79 $50 $128 $46,109 $37,782 -

>$5 million $122 $61 $184 $82,545 $101,783 -

All $102 $51 $144 $62,949 $78,368 -

Median of all $85 $42 $122 $44,663 $69,167 -

Capitalization rates (all)
Range 5.6 - 9.3 5.6 - 9.3 5.4 - 9 4.8 - 8 6.8 - 11.4 4.8 - 11.4

Average 7.4 7.4 7.2 6.4 9.1 7.5

Noteworthy Transactions
 

The Four Allen Center, a 1 million-square-foot office build-
ing located at 1400 Smith St., sold for $120 million, or ap-
proximately $95 per square foot, below the area average 
price of $122 per square foot for properties selling for over 
$5 million. 
The 382-unit Raveneaux Apartments sold for just under 
$36 million, or $93,246 per unit, somewhat higher than the 
average of $82,545 per unit for area properties selling for 
over $5 million.
The Portwall Distribution Center, a 191,250-square-foot 
industrial building located at 250 Portwall St., sold for $10 
million, or $52 per square foot, below the average price of 
$61 per square foot for industrial properties selling in this 
price category.
The Hotel Icon, located at 220 Main St. and containing 135 
rooms, sold for $26 million, or around $192,593 per room, 
well above the average price of $101,783 per unit for hotel 
properties in the area selling for more than $5 million.
The 85,729-square-foot Westgate Shopping Center, locat-
ed at 19620 Katy Freeway, sold for around $22 million, or 
$259 per square foot, significantly higher than the average 
of $184 per square foot for Houston properties selling for 
above $5 million.

■

■

■

■

■
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Office
The Memphis office market fundamen-
tals were strong during fourth quarter 
2006. The vacancy rate continued to 
decline, although still fairly high when 
compared to the national average, and 
net absorption was positive. Rental 
rates increased slightly as well.

RERC’s transaction analysis indicates 
Memphis office space is selling for an 
average price of $74 per square foot, 
very low compared to the regional and 
national average prices of $130 and 
$167 per square foot, respectively.

The average transaction-based capital-
ization rate for the Memphis area office 
market is 7.9 percent, higher than the 
regional average of 7.4 percent and the 
national average of 7.2 percent.

Although the fundamentals in the 
Memphis area office market are fairly 
weak, they continue to improve. The 
suburban market is expected to see the 
greatest strengthening, as much of the 
demand is moving into that area. As 
demand increases and fundamentals 
improve, the average price for properties 
in the area may increase and possibly 
push the capitalization rate down closer 
to the national averages.

Industrial
RERC’s transaction analysis indicates 
industrial space in the Memphis area 

■

■

■

■

is selling for an average price of $45 
per square foot, lower than the regional 
average of $64 per square foot and the 
national average of $83 per square 
foot.

The average capitalization rate for in-
dustrial properties in the Memphis area 
is 7.6 percent, higher than the regional 
average of 7.3 percent and the national 
average of 7.4 percent.

The Memphis industrial market is 
experiencing a low average price per 
square foot and a higher capitalization 
rate. However, the capitalization rate 
is only slightly higher than regional and 
national averages. 

Retail
RERC’s transaction analysis indicates 
retail space in the Memphis area is 
selling for an average price of $135 
per square foot, slightly less than the 
regional average of $140 per square 
foot. 

The average capitalization rate for the 
Memphis retail market is 7.4 percent, 
higher than the regional average of 7.1 
percent and the national average of 6.9 
percent. 

Demand for retail space in the Memphis 
area has declined, as reflected by the 
market’s low average price and high 

■

■

■

capitalization rate. Although population 
is expected to grow over the next few 
years, the growth will likely be minimal, 
as the unemployment rate should stay 
high. Retail pricing should remain below 
national levels.

Apartment
According to RERC’s transaction anal-
ysis, Memphis apartments are selling 
for an average price of $37,753 per 
unit – one-half the regional average 
price of $75,192 per unit and one-third 
the national average of $107,833 per 
unit.

The Memphis area apartment mar-
ket has an average capitalization rate 
of 6.6 percent, 10 to 30 basis points 
higher than the regional and national 
averages.

In many cases, the extremely low price 
per unit and slightly higher-than-average 
capitalization rate in the Memphis 
apartment market would indicate 
upside potential. However, with a high 
unemployment rate and little population 
growth expected, the area will likely see 
further increases in the capitalization rate 
for the apartment market.

Hotel
RERC’s transaction analysis indi-
cates hotel properties in the Memphis 
area are selling at an average price of 
$47,864 per unit, about half the region-

■

■

■

All of the commercial real estate sectors within the 
Memphis area market are priced well below regional and 
national averages. Some of the sectors are experiencing 
much higher capitalization rates, helping to explain the 
low prices. However, some sectors have a capitalization 
rate that is fairly comparable to national and regional 
rates. 

Demographics & Economy

Population: 
2006 (est.): 1.3 million
2011 (proj.): 1.4 million

Unemployment Rate:
Memphis - 5.1%
Tennessee - 4.4%
National - 4.5%
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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

al average of $94,532 per unit and the 
national average of $110,713 per unit.

The average capitalization rate for the 
Memphis area hotel market is 8.8 per-
cent, between the regional and national 
average capitalization rates. 

Although the average sale price for 
hotel properties in the Memphis area 
is well below national and regional 
averages, and the capitalization rate 
is fairly comparable to both, the area 
is not expected to see much economic 
growth. This may decrease demand 
for properties, which could lead to an 
increase in the capitalization rate as the 
market becomes a more risky place for 
investment.

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

Total Returns: 

1-Year Rate - 5.90% - 14.20% 8.80%

3-Year Rate - 11.10% - 13.10% 12.60%

5-Year Rate - 8.00% - 10.40% 9.40%

10-Year Rate - 6.80% - 9.80% 7.40%

15-Year Rate - 7.60% - - 7.70%

Income Return

1-Year Rate - 7.60% - 7.30% 7.30%

3-Year Rate - 8.20% - 7.20% 7.90%

5-Year Rate - 8.40% - 7.50% 8.20%

10-Year Rate - 8.80% - 8.40% 8.80%

15-Year Rate - 9.50% - - 8.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 58% 0% 28% 14%

3-Year Average 0% 63% 0% 27% 10%

5-Year Average 0% 65% 0% 26% 9%

10-Year Average 0% 58% 0% 21% 21%

15-Year Average 0% 43% 0% 20% 36%

Source: RERC Investment Survey

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

Volume
<$5 million $20 $52 $128 $39 $12 $251 

>$5 million $149 $122 $144 $350 $48 $812 

All $168 $174 $272 $389 $59 $1,063 

Unit Price Averages
<$5 million $60 $41 $127 $25,783 $28,216 -

>$5 million $102 $67 $175 $64,843 $67,513 -

All $74 $45 $135 $37,753 $47,864 -

Median of all $61 $34 $96 $29,210 $34,135 -

Capitalization rates (all)
Range 5.9 - 9.9 5.7 - 9.5 5.6 - 9.3 5 - 8.3 6.6 - 11 5 - 11

Average 7.9 7.6 7.4 6.6 8.8 7.7

Noteworthy Transactions
 

The 149,400-square-foot Frayser Village retail building, 
located at 2590 Frayser Blvd., sold for just under $14 mil-
lion, or $92 per square foot, less than the average of $175 
per square foot for properties selling for over $5 million.
Renaissance Center, a 189,644-square-foot office prop-
erty, sold for just under $38 million, or approximately $198 
per square foot, nearly twice the average price of $102 
per square foot for office properties selling for more than 
$5 million.
The 64-unit Madison East Apartments sold for slightly 
more than $2 million, or approximately $33,670 per unit, 
higher than the average price of $25,783 per unit for apart-
ment properties selling for less than $5 million.
The 79,000-square-foot industrial property located at 3860 
Forest Hill Irene Road sold for just under $10 million, or 
approximately $120 per square foot – almost double the 
average of $67 per square foot found for industrial proper-
ties in the Memphis area selling in this price category.
The 37,000-square-foot office property located at 104 
South Front St. sold for slightly more than $5 million, or 
$143 per square foot, higher than the average sale price 
of $102 per square foot for office properties in the area 
selling for more than $5 million.

■

■

■

■

■
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Office
The Miami office market fundamen-
tals decreased slightly during fourth 
quarter 2006, with vacancy rates in-
creasing and net absorption at a neg-
ative level. This is due in large part to 
an increase in construction, with sup-
ply overtaking demand.

RERC’s transaction analysis indi-
cates office space in the Miami area 
is selling for an average price of $185 
per square foot, significantly higher 
than the regional average of $130 per 
square foot and the national average 
of $167 per square foot.

The average capitalization rate for 
the Miami area office market is 6.5 
percent, much lower than both the 
regional and national averages of 
7.4 percent and 7.2 percent, respec-
tively.

RERC expects that Miami office sector 
pricing will likely decline and that the 
capitalization rate will rise, as the 
market moves more toward national 
levels over the coming quarters, 
calming fears of overpricing within the 
market, especially as fundamentals 
have decreased slightly. 

Industrial
Fundamentals in the Miami industrial 
market declined during fourth quarter 
2006, as availability rates increased 

■

■

■

■

substantially and net absorption was 
negative.

RERC’s transaction analysis indi-
cates Miami area industrial space is 
selling at an average price of $89 per 
square foot, significantly higher than 
the regional average price of $64, but 
in line with the national average of 
$83 per square foot.

The average capitalization rate for 
the Miami industrial market is 6.9 per-
cent, lower than the regional average 
of 7.3 percent and the national aver-
age of 7.4 percent.

The Miami industrial market’s average 
price per square foot is comparable to 
the national average, but the sector has 
a lower capitalization rate. However, 
since fundamentals in the market have 
declined, the capitalization rate may 
begin to increase, bringing it closer to 
the national average. 

Retail
RERC’s transaction analysis shows 
retail properties in the Miami area are 
selling for an average price of $197 
per square foot, significantly higher 
than the regional average of $140, as 
well as the national average of $169 
per square foot.

The average capitalization rate for 
the Miami area retail market is 6.4 

■

■

■

■

percent, much lower than the South 
regional average of 7.1 percent and 
the national average of 6.9 percent. 

The Miami area economy depends, 
in large part, on tourism. And with the 
local economy strong, demand for retail 
space will also likely remain strong. As 
such, the Miami retail market should 
remain fairly stable.

Apartment
RERC’s transaction analysis indi-
cates Miami apartment properties 
are selling for $112,563 per unit, 
higher than the regional average of 
$75,192 and the national average of  
$107,833 per unit.

The average capitalization rate for 
the Miami area apartment market is 
5.5 percent, drastically lower than 
the regional average of 6.5 percent, 
as well as the national average of 6.3 
percent.

Although the average price for 
apartment properties in the Miami area 
is only slightly higher than the national 
average, the capitalization rate in the 
area is much lower, possibly indicating 
some upside potential. However, as 
more investment capital begins to flood 
the area, prices will likely rise. This may 
be offset by the area’s strong market 
fundamentals, as demand for apartment 
properties in the area is always 

■

■

CCIM designees and candidates stated that they saw an 
increase in capitalization rates in the Miami commercial 
real estate market during fourth quarter 2006, indicating 
that as in many of the markets in the nation, capitalization 
rate compression is coming to an end and the property 
sectors are moving toward stability in prices and rates. 
However, because the Miami area economy is driven by 
tourism, strong employment, and population growth, 
the area will likely still retain less risk than most other 
U.S. markets.

Demographics & Economy

Population: 
2006 (est.): 5.6 million
2011 (proj.): 6.0 million

Unemployment Rate:
Miami - 3.1%
Florida - 3.0%
National - 4.5%
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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

abundant. During the coming quarters, 
prices should rise, while capitalization 
rates should remain stable.

Hotel
RERC’s transaction analysis indi-
cates that the average price per 
unit for hotels in the Miami area is 
$119,219, higher than the regional 
average of $94,532 per unit and the 
national average of $110,713 per 
unit.

The average capitalization rate for 
the Miami hotel market is 8.7 per-
cent, equal to the national average, 
but slightly lower than the regional 
average of 8.9 percent.

Similar to the Miami retail market, the 
hotel market benefits greatly from 
tourism. The average price per unit for 
hotel properties in the area is in line with 
the national average, as is the average 
capitalization rate.

■

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

Total Returns: 

1-Year Rate 19.70% 22.40% 15.50% 27.90% 18.60%

3-Year Rate 15.30% 16.10% 15.40% 24.20% 15.90%

5-Year Rate 12.00% 16.40% 12.00% 18.70% 12.60%

10-Year Rate 11.80% 12.20% - 14.90% 10.70%

15-Year Rate - - - - 9.90%

Income Return

1-Year Rate 6.20% 7.50% 5.90% 5.40% 6.20%

3-Year Rate 6.80% 6.70% 6.20% 6.10% 6.50%

5-Year Rate 7.20% 7.50% 6.70% 6.40% 6.90%

10-Year Rate 8.20% 8.30% - 7.30% 7.70%

15-Year Rate - - - - 7.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 35% 13% 46% 5% 0%

3-Year Average 39% 9% 46% 6% 0%

5-Year Average 37% 10% 44% 8% 1%

10-Year Average 36% 15% 31% 12% 5%

15-Year Average 26% 11% 21% 14% 29%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $255 $561 $316 $595 $58 $1,784 

>$5 million $4,223 $1,733 $1,668 $3,745 $955 $12,325 

All $4,478 $2,294 $1,983 $4,340 $1,013 $14,109 

Unit Price Averages
<$5 million $168 $87 $168 $102,728 $92,366 -

>$5 million $200 $99 $254 $151,988 $134,396 -

All $185 $89 $197 $112,563 $119,219 -

Median of all $168 $82 $165 $100,000 $96,406 -

Capitalization rates (all)
Range 4.9 - 8.1 5.2 - 8.6 4.8 - 8 4.1 - 6.9 6.5 - 10.9 4.1 - 10.9

Average 6.5 6.9 6.4 5.5 8.7 6.8

Noteworthy Transactions 
The 400,000-square-foot industrial building, Airport East 
Distribution Center, sold for $15 million, or $38 per square 
foot, considerably less than the average price of $99 per 
square foot for properties selling for more than $5 million.
The 96,515-square-foot Kendall Corners retail building 
sold for approximately $25 million, or $260 per square 
foot, comparable to the average price of $254 per square 
foot for properties selling for more than $5 million.
The 342-unit Biscane Bay Apartments sold for approxi-
mately $110 million, or $321,637 per unit, twice the area 
average of $151,988 per unit for properties selling in this 
price category.
Homewood Suites, a hotel located at 5500 Blue Lagoon 
Drive and containing 159 rooms, sold for slightly under 
$28 million, or $175,470 per room, greater than the aver-
age sale price of $134,396 per unit found for properties 
selling for more than $5 million.
The 395,395-square-foot office property located at 1221 
Brickell Ave. sold for slightly less than $112 million, or 
around $280 per square foot, above the average of  $200 
per square foot for properties selling for more than $5 mil-
lion.

■

■

■

■

■
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Office
The Nashville office market funda-
mentals are relatively stable, with only 
a slight increase in the vacancy rate 
and an increase in net absorption. 
New construction of office properties 
in the area also remained strong dur-
ing fourth quarter 2006.

RERC’s transaction analysis indicates 
Nashville office properties are selling 
for an average price of $97 per square 
foot, considerably less than the re-
gional average of $130 per square 
foot and the national average of $167 
per square foot.

The average transaction-based capi-
talization rate for the Nashville office 
market is 8.4 percent, substantially 
higher than the regional average of 
7.4 percent and the national average 
of 7.2 percent.

With fundamentals that are relatively 
stable, the Nashville office market is 
likely to remain near its current level 
of performance over the coming few 
quarters. However, if construction of 
new office properties continues at 
current rates, the supply of office space 
may overtake demand.

Industrial
The Nashville industrial market funda-
mentals remained strong during fourth 
quarter 2006, with the availability rate 
decreasing, and net absorption con-
tinuing to increase.

RERC’s transaction analysis indicates 
industrial space in the Nashville area 
is selling for an average price of $51 

■

■

■

■

■

per square foot, lower than the 
regional average of $64 per 
square foot and the national 
average of $83 per square 
foot.

The average capitalization rate 
for the Nashville industrial sec-
tor is 7.0 percent, slightly lower 
than the regional and national aver-
ages of 7.3 percent and 7.4 percent, 
respectively. 

CCIM designees and candidates gave 
the Nashville area industrial market a 
performance rating of 7.0 on a scale 
of 1 to 10, with 10 being high. Shared 
with the hotel sector, this was the low-
est rating given to any of the property 
types in the area.

A low price and a low capitalization 
rate, due in large part to strong market 
fundamentals, are creating strong 
upside potential in the Nashville 
industrial market. With demand 
expected to increase for industrial 
space, the fundamentals will likely 
continue to improve, pushing prices up. 
The average capitalization rate should 
remain fairly stable, as the market is 
offering slightly less risk than the nation 
as a whole.

Retail
RERC’s transaction analysis indicates 
that Nashville retail space is selling for 
an average price of $113 per square 
foot, much lower than the South re-
gional average of $140 and the na-
tional average of $169 per square 
foot.

■

■

■

The average capitalization rate for the 
Nashville area is 7.0 percent, slightly 
less than the regional rate of 7.1 per-
cent, and just above the national rate 
of 6.9 percent. 

CCIM designees and candidates gave 
the Nashville area retail market an av-
erage performance rating of 7.3 on a 
scale of 1 to 10, with 10 being high.

With a low unemployment rate and a 
slight growth in population expected in 
the coming years, the strength of the 
Nashville area economy will likely create 
further demand for retail properties. As 
the demand rises, market fundamentals 
should rise as well, pushing prices 
closer to national levels. 

Apartment
RERC’s transaction analysis shows 
that Nashville apartment properties 
are selling for $57,827 per unit, sub-
stantially less than the regional aver-
age of $75,192 per unit and the na-
tional average of $107,833 per unit.

The average capitalization rate for 
apartments in the Nashville area is 
6.7 percent, slightly higher than the 
regional and national averages.

CCIM designees and candidates gave 
the apartment market in Nashville an 

■

■

■

■

■

The average sale prices for all the commercial real 
estate property sectors in the Nashville area are lower 
than national averages, although capitalization rates 
are mixed. With the Nashville area economy poised to 
remain fairly strong, demand in all commercial sectors 
should increase, helping to boost prices, as long as 
construction of new properties doesn’t overpower 
demand. 

Demographics & Economy

Population: 
2006 (est.): 1.5 million
2011 (proj.): 1.6 million

Unemployment Rate:
Nashville - 3.5%
Tennessee - 4.4%
National - 4.5%

Economic Performance Rating*:
Nashville - 7.0
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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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of 
all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

economic performance rating of 9.0 
on a scale of 1 to 10, with 10 being 
high, the highest rating given to any 
property type in the Nashville area.

The apartment market in the Nashville 
area is seeing a high degree of investor 
confidence and has some upside 
potential. The area economy is strong, 
and demand for rental units will likely 
increase slightly as the area population is 
expected to continue to grow somewhat 
during the next few years.

Hotel
RERC’s transaction analysis indi-
cates hotel properties in the Nashville 
area are selling for an average price 
of $97,913 per unit, comparable to the 
regional average of $94,532 per unit 
and the national average of $110,713 
per unit.

The average capitalization rate for the 
Nashville hotel market is 9.4 percent, 
much higher than the regional and na-
tional averages, 8.9 percent and 8.7 
percent, respectively.

CCIM designees and candidates gave 
the hotel market in the Nashville area 
an average performance rating of 7.0 
on a scale of 1 to 10, with 10 being 
high. This was the lowest rating given 
to any sector in the area.

The Nashville hotel market may be 
slightly overpriced for the amount of 
expected return. However, investors 
rated the performance slightly above 
average, indicating some possible 
potential within the market.

■

■

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

Total Returns: 

1-Year Rate 16.50% 16.50% - 16.20% 16.30%

3-Year Rate 14.50% - - 16.00% 15.80%

5-Year Rate - - - 14.40% 13.70%

10-Year Rate - - - 10.70% 11.40%

15-Year Rate - - - - 10.90%

Income Return

1-Year Rate 7.80% 7.30% - 6.30% 6.90%

3-Year Rate 8.90% - - 6.50% 7.50%

5-Year Rate - - - 6.50% 7.90%

10-Year Rate - - - 7.30% 8.50%

15-Year Rate - - - - 9.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 28% 17% 6% 43% 6%

3-Year Average 30% 19% 2% 36% 13%

5-Year Average 26% 11% 1% 34% 27%

10-Year Average 13% 6% 1% 36% 45%

15-Year Average 9% 4% 0% 33% 54%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $69 $81 $89 $35 - $273 

>$5 million $625 $316 $266 $468 $213 $1,888 

All $694 $397 $355 $502 $214 $2,163 

Unit Price Averages
<$5 million $93 $49 $108 $44,637 - -

>$5 million $105 $58 $131 $73,216 $107,239 -

All $97 $51 $113 $57,827 $97,913 -

Median of all $95 $44 $93 $49,532 $98,594 -

Capitalization rates (all)
Range 6.3 - 10.5 5.3 - 8.8 5.3 - 8.8 5 - 8.4 7.1 - 11.8 5 - 11.8

Average 8.4 7.0 7.0 6.7 9.4 7.7

Noteworthy Transactions
 

The MidSouth Logistic Center, a 1.53 million-square-foot 
industrial building located at 455 Industrial Blvd., sold for 
$67 million, or approximately $45 per square foot, less 
than the average price of $58 per square foot for industrial 
properties selling for more than $5 million.
The office property known as the Fifth Third Center, locat-
ed at 424 Church St. and containing 490,000 square feet, 
sold for $62 million dollars, or $127 per square foot, above 
the average price of  $105 per square foot for properties 
selling for more than $5 million. 
The 100 Oaks retail property, located at 719 Thompson 
Lane and containing 750,000 square feet, sold for slightly 
more than $46 million, or $62 per square foot – less than 
half the average price of $131 per square foot for proper-
ties selling in this price category.
The 93,684-square-foot Northside Festival Center, a retail 
property located at the intersection of Gallatin Pike and 
Northside Drive, sold for approximately $14.5 million dol-
lars, or $155 per square foot.
The 70,000-square-foot office property located at 695 
Cashmere Office Park Drive sold for $15.5 million, or $221 
per square foot, more than twice the average price of $105 
per square foot for office properties in the area selling for 
more than $5 million.

■

■

■

■

■



Copyright® 2006 by Real Estate Research Corporation (RERC) and the CCIM Institute.Investment Trends
Quarterly

New Orleans/Baton Rouge

83

Office
RERC’s transaction analysis indicates 
office properties in the New Orleans/
Baton Rouge area are selling at an 
average price of $93 per square foot, 
much less than the regional average of 
$130 per square foot and the national 
average of $167 per square foot.

RERC’s transaction-based capitaliza-
tion rate for the New Orleans/Baton 
Rouge area office market is 7.8 per-
cent, higher than the regional average 
of 7.4 percent and the national aver-
age of 7.2 percent.

CCIM designees and candidates gave 
the office market in New Orleans an 
average performance rating of 6.0 on 
a scale of 1 to 10, with 10 being high.

Many businesses headquartered in the 
New Orleans area relocated to the Baton 
Rouge area after Hurricane Katrina. 
However, prices in the area remain low, 
with a fairly high capitalization rate. As 
rebuilding continues, the price of office 
space should increase slightly and 
capitalization rates should decrease, but 
pricing will remain below national levels 
as investment risk will likely remain 
higher than many other markets.

Industrial
RERC’s transaction analysis indicates 
industrial space in the New Orleans/
Baton Rouge area is selling for an 
average price of $40 per square foot, 
much lower than the regional average 
of $64 per square foot and the national 
average of $83 per square foot.

■

■

■

■

The capitalization rate for the 
New Orleans/Baton Rouge 
area is 7.4 percent, equal to the 
national average and only 10 
basis points above the regional 
average. 

CCIM designees and candi-
dates gave the industrial mar-
ket in New Orleans an average 
performance rating of 7.3 on a 
scale of 1 to 10.

Once one of the busiest ports in the 
world, New Orleans may well reclaim 
this distinction when many of the 
industrial businesses that left the area 
after Hurricane Katrina return when 
the city is rebuilt. Still desirable due to 
its accessibility to the Gulf of Mexico, 
industrial space is selling for a low 
average price, although an increase in 
the average price is expected as more 
businesses return to the area.

Retail
RERC’s transaction analysis indicates 
retail properties in the New Orleans/
Baton Rouge area are selling for an 
average price of $95 per square foot, 
substantially lower than the regional 
and the national averages of $140 per 
square foot and $169 per square foot, 
respectively. 

The average capitalization rate for the 
New Orleans/Baton Rouge area retail 
market is 7.4 percent, higher than the 
regional rate of 7.1 percent and the na-
tional rate of 6.9 percent. 

■

■

■

■

CCIM designees and candidates gave 
the retail market in New Orleans an 
average performance rating of 7.3 on 
a scale of 1 to 10, with 10 being high.

As residents moved from the New 
Orleans area to the Baton Rouge area, 
demand for retail properties moved with 
them. However, as some New Orleans 
residents return, the demand for retail 
in both areas should begin to level off, 
but the market is unlikely to reach levels 
near national averages due to downside 
risk.

Apartment
RERC’s transaction analysis indicates 
apartment properties in the New Or-
leans/Baton Rouge area are selling 
for an average price of $54,488 per 
unit, significantly less than the region-
al average of $75,192 and the national 
average of $107,833 per unit.

The average capitalization rate for the 
apartment market in the New Orleans/
Baton Rouge area is 6.8 percent, 30 
to 50 basis points higher than regional 
and national averages.

■

■

■

During Hurricane Katrina, many businesses and 
residents fled from New Orleans to the Baton Rouge 
area, resulting in a decline in prices and an increase 
in capitalization rates in the New Orleans area, and the 
reverse situation in the Baton Rouge area. However, 
since the area plays a vital role in the import and export 
economy of the U.S., rebuilding is in full swing in the 
Big Easy. 

Demographics & Economy

Baton Rouge Population: 
2006 (est.): 804,000
2011 (proj.): 831,000

New Orleans Population: 
2006 (est.): 812,000
2011 (proj.): 922,000

Unemployment Rate:
Baton Rouge - 3.4%
New Orleans - 4.4%
Louisiana - 3.8%
National - 4.5%

Economic Performance Rating*:
New Orleans - 3.0
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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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of 
all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

CCIM designees and candidates gave 
the New Orleans apartment market a 
performance rating of 9.0 on a scale of 
1 to 10, the highest rating given to any 
of the property types surveyed. 

Much like the retail sector, demand for 
apartment rentals fell when residents 
left the area after Hurricane Katrina 
struck. However, as those rebuilding and 
cleaning up from the devastation moved 
in, apartment demand increased and is 
expected to continue to increase as the 
area sees more and more rebuilding. 

Hotel
According to RERC’s transaction 
analysis, hotel properties in the New 
Orleans/Baton Rouge area are selling 
for an average price of $97,252 per 
unit, slightly greater than the regional 
average price of $94,532 per unit, but 
less than the national average price of 
$110,713 per unit.

The New Orleans/Baton Rouge area 
hotel market has an average transac-
tion-based capitalization rate of 8.9 
percent, equal to the regional rate and 
slightly higher than the national aver-
age rate of 8.7 percent.

CCIM designees and candidates rated 
the performance of the hotel sector in 
the New Orleans area at 4.0 on a scale 
of 1 to 10, with 10 being high. 

 
Confidence in the area hotel market 
seems to be low. Demand for hotel 
properties should not change much 
over the next year or so, as there is still 
some potential downside risk within the 
market. 

■

■

■

■
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New Orleans/Baton Rouge Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $35 $20 $41 $32 - $127 

>$5 million $98 - $107 $237 $265 $707 

All $133 $33 $148 $269 $268 $851 

Unit Price Averages
<$5 million $92 $40 $86 $41,888 - -

>$5 million $97 - $133 $78,638 $103,101 -

All $93 $40 $95 $54,488 $97,252 -

Median of all $93 $35 $82 $42,667 $82,776 -

Capitalization rates (all)
Range 5.9 - 9.8 5.6 - 9.3 5.6 - 9.3 5.1 - 8.5 6.7 - 11.1 5.1 - 11.1

Average 7.8 7.4 7.4 6.8 8.9 7.7

Noteworthy Transactions 
Pan American Life Center, a 684,000-square-foot office 
property in New Orleans, sold for $50 million, or $73 per 
square foot, less than the average price of $97 per square 
foot for office properties in the area selling for more than 
$5 million.
Homewood Suites, a 166-room hotel in New Orleans, sold 
for approximately $32 million, or $195,385 per room, well 
above the average price of $103,101 per unit for proper-
ties in the area selling for more than $5 million.
The 39,033-square-foot retail property located at 12828 
Jefferson Highway in Baton Rouge sold for slightly more 
than $2 million, or $63 per square foot, below the average 
price of $86 per square foot for retail properties selling for 
less than $5 million.
Trane Office Warehouse, an 8,000-square-foot industrial 
property in Baton Rouge, sold for $365,000, or $46 per 
square foot, half the average for office properties in the 
area selling for under $5 million. 
The University Commons, a 134-unit apartment property 
located in Baton Rouge, sold for slightly under $13 mil-
lion, or $96,586 per unit, well above the average price of 
$78,638 per unit for apartment properties in the area sell-
ing for more than $5 million.

■

■

■

■

■
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Office
Although the vacancy rate declined 
and net absorption increased in the 
Oklahoma City office market during 
fourth quarter 2006, the vacancy 
rate for the area still remains fairly 
high compared to other office mar-
kets throughout the nation. New 
construction has slowed as well.

RERC’s transaction analysis indi-
cates office space in the Oklahoma 
City area is selling for an average 
price of $67 per square foot. Both 
the regional average of $130 per 
square foot and the national aver-
age of $167 per square foot are sub-
stantially higher than the Oklahoma 
City area average.

The average capitalization rate for 
the office market in the Oklahoma 
City area is 8.0 percent, much high-
er than both the regional and nation-
al averages of 7.4 percent and 7.2 
percent, respectively.

The average sale price for office 
properties in the Oklahoma City area 
is well below the national average and 
the capitalization rate is much higher. 
Even though office fundamentals 
improved slightly, they are still, on 
average, weaker than those seen 
nationally. Slight improvement may be 
seen as supply tightens. 
 

Industrial
RERC’s transaction analysis indi-
cates industrial space in the Okla-

■

■

■

■

homa City area is selling for an av-
erage of $45 per square foot, much 
less than the regional average of 
$64 per square foot and the national 
average of $83 per square foot.

The capitalization rate for the Okla-
homa City area industrial market is 
7.6 percent, slightly higher than the 
regional average rate of 7.3 percent 
and the national average rate of 7.4 
percent.

Much like the office market, the 
Oklahoma City industrial market has 
a low average price per square foot 
and a high average capitalization 
rate. However, there is only a slight 
difference in the capitalization rate 
for the area compared to the national 
average.

Retail
RERC’s transaction analysis indi-
cates retail properties in the Okla-
homa City area are selling for an av-
erage price of $90 per square foot. 
The regional and national averages 
are considerably higher, at $140 per 
square foot and $169 per square 
foot, respectively.

The average transaction-based cap-
italization rate for the retail market in 
the Oklahoma City area is 7.1 per-
cent, equal to the regional average, 
but slightly higher than the national 
average of 6.9 percent.

■

■

■

The average price per square foot in 
the Oklahoma City area is well below 
the national and regional averages 
and the capitalization rate for retail 
properties is near both the regional 
and national average rates. Generally, 
this would indicate a good investment 
opportunity, but the entire commercial 
real estate market in the area is priced 
low, pointing toward low demand and 
high risk.  

Apartment
RERC’s transaction analysis in-
dicates the average sale price for 
apartments in the Oklahoma City 
area is $34,935 per unit, about half 
the regional average of $75,192, 
and about a third of the national av-
erage of $107,833 per unit.

The Oklahoma City area had an 
average capitalization rate of 7.4 
percent, around 100 basis points 
higher than the regional and nation-
al rates.

The apartment market in the Oklahoma 
City area is following the same trend 
as the other commercial sectors in 
the area, with low prices and high 
capitalization rates. However, with a 
slight increase in population expected 
over the next few years, the apartment 
market should experience slight 
increases in demand, which may 
increase prices slightly.

■

■

All of the commercial real estate sectors in the Oklahoma 
City market are priced well below regional and national 
averages, while capitalization rates are higher, indicating 
less demand and more risk for properties within the 
area. 

Demographics & Economy

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

Unemployment Rate:
Oklahoma City - 3.6%
Oklahoma - 3.7%
National - 4.5%
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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

Hotel
RERC’s transaction analysis in-
dicates the average sale price for 
hotel properties in the Oklahoma 
City area is $79,531 per unit, much 
lower than the regional and national 
averages of $94,532 per unit and 
$110,713 per unit, respectively.

The capitalization rate for the Okla-
homa City hotel sector is 9.2 per-
cent, greater than the regional aver-
age of 8.9 percent and the national 
average of 8.7 percent.

The hotel sector in the Oklahoma City 
area will likely experience little change 
over the coming year. 

■

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

Total Returns: 

1-Year Rate - 14.70% - - 10.30%

3-Year Rate - 39.00% - - 19.50%

5-Year Rate - 28.20% - - 16.70%

10-Year Rate - - - - 13.80%

15-Year Rate - - - - 11.40%

Income Return

1-Year Rate - 6.80% - - 7.20%

3-Year Rate - 9.00% - - 7.90%

5-Year Rate - 8.80% - - 8.10%

10-Year Rate - - - - 8.30%

15-Year Rate - - - - 8.50%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 40% 28% 0% 31%

3-Year Average 0% 37% 9% 0% 53%

5-Year Average 0% 31% 6% 0% 64%

10-Year Average 0% 22% 3% 0% 76%

15-Year Average 0% 14% 2% 0% 84%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $38 $82 $128 $94 - $343 

>$5 million $96 $34 $207 $139 $120 $597 

All $135 $117 $336 $233 $126 $946 

Unit Price Averages
<$5 million $65 $41 $87 $34,397 - -

>$5 million $71 $129 $104 $38,267 $90,498 -

All $67 $45 $90 $34,935 $79,531 -

Median of all $61 $35 $71 $28,448 $82,776 -

Capitalization rates (all)
Range 6 - 10 5.7 - 9.5 5.3 - 8.9 5.6 - 9.3 6.9 - 11.5 5.6 - 11.5

Average 8.0 7.6 7.1 7.4 9.2 7.9

Noteworthy Transactions 
Windsor Village Apartments, a 363-unit apartment property, 
sold for approximately $11 million, or around $30,000 per 
unit, comparable to the average price of $38,267 per unit for 
properties selling for more than $5 million.
Windsor Hills Shopping Center, comprised of 203,994 square 
feet, sold for slightly more than $10 million, or approximately 
$50 per square foot, half the average price of $104 per square 
foot for retail properties selling in this price category.
The Cameron Building, an 82,468-square-foot office prop-
erty located at 2901 North Classes Blvd., sold for slightly less 
than $3 million, or $35 per square foot, about half the average 
price of $65 per square foot for office properties selling in the 
area for less than $5 million.
The 155,975-square-foot industrial property located at 421 
North Portland Ave. sold for $5.5 million, or around $35 per 
square foot – less than one-third the average price of $129 
per square foot for properties in this price category.
The 800-unit Woodlake Apartments sold for slightly more 
than $12 million, or $15,150 per unit, less than half the area 
average selling price of $38,267 per unit for apartment prop-
erties over $5 million.

■

■

■

■

■
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Office
The fundamentals within the Orlando 
office market remain strong. Even 
with the additional supply of office 
space, absorption is increasing, es-
pecially in the Orlando CBD, and 
rental rates have continue to move 
upward. Although all submarkets are 
improving, the downtown market has 
seen the greatest strengthening. 

RERC’s transaction analysis indi-
cates the average sale price of office 
space in Orlando is $157 per square 
foot, higher than the South regional 
average of $130 per square foot, but 
slightly below the national average of 
$167 per square foot. 

The average capitalization rate for Or-
lando office properties is 7.1 percent, 
slightly lower than both the regional 
and national averages. 

With fundamentals expected to improve, 
and the average price and capitalization 
rate below national levels, Orlando office 
properties present a strong investment 
opportunity overall when compared to 
those in many other regions. 
 

Industrial
Orlando industrial market funda-
mentals continue to improve. With 
a shortage of available land for new 
industrial development, availability 
rates remain low, rents are steady, 
and rental concessions have all but 
disappeared. These trends are ex-
pected to continue.

■

■

■

■

RERC’s transaction analysis indi-
cates that industrial space in the 
Orlando area is selling for $73 per 
square foot, midway between the re-
gional average of $64 per square foot 
and the national average of $83 per 
square foot.

The average capitalization rate for 
Orlando area industrial properties is 
6.4 percent, about 100 basis points 
below both the regional and national 
average capitalization rates.

The positive investment traits 
characterizing Orlando’s office market 
also describe Orlando’s industrial 
market. Fundamentals are expected 
to continue to improve, as land for new 
development becomes scarcer. 

Retail
RERC’s transaction analysis indi-
cates retail properties in the area are 
selling for an average of $194 per 
square foot, well above the South 
regional average of $140 per square 
foot and the national average of $169 
per square foot.

The transaction-based capitalization 
rate for retail properties is 6.8 percent, 
10 basis points below the national av-
erage and 30 basis points below the 
South regional average.

The average sale price for Orlando 
retail space is slightly higher than that 
found on a regional and national basis, 
and the capitalization rate is lower. 

■

■

■

■

Despite slow retail sales in some parts 
of the nation, Orlando is expected to 
see continued economic growth, fueling 
retail sales and keeping retail properties 
performing well for the coming year.

Apartment
Apartment market fundamentals re-
main positive in the Orlando area, due 
to strong job and population growth 
and increasing interest rates making 
homeownership less feasible. Re-
duced supply has lowered the vacan-
cy rate to levels that have not been 
seen since the end of 2000, which 
has increased rental rates. However, 
these trends may slow and supply 
may increase as seasonal demand 
declines and as failed condominium 
conversions re-enter the market.

RERC’s transaction analysis indi-
cates apartment space in the Or-
lando area is selling for $91,810 per 
unit, higher than the regional average 
price of $75,192 per unit, but below 
the national average of $107,833 per 
unit.

The average capitalization rate for 
the Orlando apartment market is 6.1 
percent, lower than both the South 
regional and national average capi-
talization rates.

Although fundamentals in the Orlando 
apartment market are strong, some 
experts are suggesting a market 
slowdown may be in sight, with 
vacancy rates returning to levels closer 

■

■

■

The Orlando economy is one of the strongest in the 
nation, and the Orlando commercial real estate market 
is expected to follow suit. With continued strong 
employment expected, more demand and stronger 
fundamentals will likely be found in all property types.

Demographics & Economy

Population: 
2006 (est.): 2.0 million
2011 (proj.): 2.4 million

Unemployment Rate:
Orlando - 2.9%
Florida - 3.0%
National - 4.5%
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South Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

to equilibrium. Capitalization rates for 
the Orlando apartment market are still 
well below national and regional levels, 
reflecting their investment potential.

Hotel
RERC’s transaction analysis indi-
cates hotel properties in the Orlando 
area are selling for an average price 
of $77,102 per unit, well below both 
the regional and national average 
sale prices of $94,532 per unit and 
$110,713 per unit, respectively.

The average capitalization rate for 
Orlando hotel properties is 9.2 per-
cent, 30 basis points above the re-
gional average rate and 50 basis 
points above the national average 
rate.

■

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

Total Returns: 

1-Year Rate 15.50% 20.80% 10.90% 19.60% 14.80%

3-Year Rate 14.40% 18.10% 26.10% 28.50% 21.70%

5-Year Rate 10.00% 14.70% 19.20% 20.20% 15.90%

10-Year Rate 10.00% 14.10% 15.70% 15.90% 13.70%

15-Year Rate - 11.70% 10.80% 13.20% 10.30%

Income Return

1-Year Rate 6.50% 7.10% 4.90% 6.10% 5.80%

3-Year Rate 7.00% 7.60% 6.20% 6.50% 6.60%

5-Year Rate 8.30% 7.90% 7.40% 6.60% 7.30%

10-Year Rate 8.90% 8.60% 8.00% 7.80% 8.10%

15-Year Rate - 8.70% 7.50% 7.80% 8.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 20% 12% 43% 23% 2%

3-Year Average 19% 17% 30% 33% 2%

5-Year Average 20% 19% 25% 34% 1%

10-Year Average 21% 16% 25% 37% 1%

15-Year Average 15% 16% 29% 32% 8%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $141 $137 $158 $12 $20 $468 

>$5 million $969 $246 $1,184 $1,770 $2,018 $6,187 

All $1,111 $383 $1,341 $1,782 $2,038 $6,655 

Unit Price Averages
<$5 million $156 $72 $169 $91,898 $39,348 -

>$5 million $160 $76 $235 $91,801 $83,814 -

All $157 $73 $194 $91,810 $77,102 -

Median of all $157 $67 $160 $81,009 $60,833 -

Capitalization rates (all)
Range 5.3 - 8.9 4.8 - 8 5.1 - 8.5 4.6 - 7.6 6.9 - 11.5 4.6 - 11.5

Average 7.1 6.4 6.8 6.1 9.2 7.1

Noteworthy Transactions 
The 327,561-square-foot retail center located at 7506-7600 
Dr. Phillips Blvd. sold for more than $85 million, or approxi-
mately $260 per square foot, slightly higher than the average 
price of $235 per square foot for retail space in the area with 
a total selling price above $5 million.
Due in large part to the size of the facility, the 1,103-room 
Sheraton World Orlando Resort hotel sold for $55 million, or 
$49,864 per unit, well below the average sale price of $83,814 
per unit for properties with a sale price above $5 million. 
The 400-unit Falcon Parc apartment complex sold for $55 
million, or approximately $139,500 per unit, well above the 
average price of $91,801 per unit for apartment properties in 
this price category.
Bank of America Center, a 420,000-square-foot office prop-
erty located at 390 North Orange Ave., sold for slightly more 
than $96 million, or $229 per square foot, much more than 
the area average sale price of $160 per square foot for office 
buildings selling for more than $5 million.
The 81,924-square-foot industrial property located at 8210 
Presidents Drive sold for $7 million, or around $85 per square 
foot, slightly more than the average sale price of $76 per 
square foot for industrial properties in this price category.

■

■

■

■

■
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Demographics & Economy

Population: 
2006 (est.): 2.0 million
2011 (proj.): 2.2 million

Unemployment Rate:
San Antonio - 3.7%
Texas - 4.1%
National - 4.5%

Economic Performance Rating*:
San Antonio - 8.0
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.

Office
Vacancy in the San Antonio office 
market fell during fourth quarter 2006, 
and absorption increased. Rents re-
sponded to the tightening market, in-
creasing throughout the area. 

RERC’s transaction analysis indi-
cates office space in the San Antonio 
area is selling for an average price 
of $93 per square foot, substantially 
lower than the regional average price 
of $130 per square foot and the na-
tional average price of $167 per 
square foot.

The average transaction-based capi-
talization rate for the San Antonio area 
is 7.3 percent, slightly higher than the 
national rate and slightly lower than 
the regional rate.

CCIM designees and candidates rat-
ed the San Antonio area office market 
at 5.5 on a scale of 1 to 10, with 10 
being high, the lowest rating given to 
any of the five property types within 
the area.

The average capitalization rate on 
office properties in the San Antonio 
area is slightly higher than the national 
average and the price per square 
foot was substantially lower. Prices 
should increase to come more in 
line with national averages, while the 
capitalization rate is expected to remain 
about the same.

■

■

■

■

Industrial
The San Antonio industrial 
market fundamentals were 
strong during fourth quarter 
2006, with high net absorption 
and decreasing availability.

RERC’s transaction analysis indicates 
that the average price for San Anto-
nio industrial space is $57 per square 
foot, less than the regional average of 
$64 per square foot and the national 
average of $83 per square foot.

The average capitalization rate for 
the San Antonio area is 7.8 percent, 
slightly high when compared with the 
regional average of 7.3 percent and 
the national average of 7.4 percent.

Survey respondents gave the San 
Antonio area an economic perfor-
mance rating of 8.3 on a scale of 1 
to 10, with 10 being high, the highest 
rating among all property types.

The industrial market in the San 
Antonio area continues to strengthen. 
As supply struggles to keep up with 
demand, availability rates will continue 
to decline and rental rates will increase, 
placing much of the power in landlords’ 
hands. Expect prices to increase as 
capitalization rates decrease and come 
more in line with national levels.

Retail
RERC’s transaction analysis indi-
cates retail space in the San Antonio 
area is selling for an average price 

■

■

■

■

■

of $111 per square foot, much lower 
than the regional average of $140 per 
square foot and the national average 
of $169 per square foot.

The average capitalization rate for 
the San Antonio area is 7.1 percent, 
equal to the regional average and 20 
basis points higher than the national 
average.

CCIM designees and candidates rat-
ed the San Antonio area retail market 
a 6.7 on a scale of 1 to 10, with 10 
being high.

The population and employment, which 
are the primary sources of demand for 
retail, are expected to continue to grow 
over the coming years. The market will 
likely see some change in the average 
price and average capitalization rate.

Apartment
RERC’s transaction analysis indi-
cates apartment properties in the 
San Antonio area are selling for an 
average of $61,344 per unit. Both the 
regional average of $75,192 per unit 
and national average of $107,833 per 
unit were considerably higher than 
the San Antonio average sale price.

■

■

■

In general, the San Antonio commercial real estate 
market has high average capitalization rates and low 
average prices compared to national averages. The 
industrial sector has the most potential, likely seeing 
continuing strong fundamentals and demand for 
properties increasing greatly over the coming quarters.



Copyright® 2006 by Real Estate Research Corporation (RERC) and the CCIM Institute.Investment Trends
Quarterly

San Antonio

93

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

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

The average capitalization rate for 
the apartment market in the San An-
tonio area is 7.1 percent, substantial-
ly higher than the regional average of 
6.5 percent and the national average 
of 6.3 percent.

CCIM designees and candidates gave 
the San Antonio area apartment mar-
ket a performance rating of 8.0 on a 
scale of 1 to 10.

With the average capitalization rate for 
apartment properties in the San Antonio 
area high and the average price per 
unit low, the performance rating given 
shows that area investors have faith in 
the market. Population is expected to 
increase, and the employment rate is 
expected to remain strong, which should 
help to increase demand and prices for 
apartment properties. 

Hotel
RERC’s transaction analysis indicates 
San Antonio hotel properties are sell-
ing for an average price of $80,302 per 
unit, less than the regional and national 
average prices per unit, which were 
$94,532 and $110,713, respectively.

The average capitalization rate for the 
San Antonio area hotel market is 9.2 
percent, slightly higher than the re-
gional average of 8.9 percent and the 
national average of 8.7 percent. 

CCIM designees and candidates rated 
the San Antonio area hotel market at 
8.0 on a scale of 1 to 10, with 10 being 
high.  

The average capitalization rate is higher 
and the average price per unit is lower 
than regional and national levels, and 
the San Antonio hotel market received a 
fairly high economic performance rating, 
indicating investor confidence in the 
market. If the area economy continues 
strong, prices for hotel properties in the 
area may increase.

■

■

■

■

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

Total Returns: 

1-Year Rate 24.70% 17.80% 13.30% 10.00% 16.60%

3-Year Rate 12.90% 15.80% 22.60% - 18.70%

5-Year Rate 9.60% - 20.00% - 16.10%

10-Year Rate 11.30% - - - 12.80%

15-Year Rate - - - - 11.30%

Income Return

1-Year Rate 7.00% 8.40% 6.70% 7.10% 7.10%

3-Year Rate 7.20% 9.10% 6.90% - 7.40%

5-Year Rate 7.60% - 7.70% - 7.90%

10-Year Rate 8.80% - - - 8.30%

15-Year Rate - - - - 8.80%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 28% 12% 43% 17% 0%

3-Year Average 25% 13% 49% 10% 4%

5-Year Average 20% 9% 53% 6% 11%

10-Year Average 17% 5% 36% 3% 39%

15-Year Average 13% 3% 24% 2% 58%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

Source: RERC Investment Survey

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

Volume
<$5 million $23 $13 $181 $59 $16 $293 

>$5 million $446 $104 $393 $393 $240 $1,576 

All $469 $117 $574 $452 $256 $1,868 

Unit Price Averages
<$5 million $67 $41 $100 $59,105 $38,340 -

>$5 million $127 $74 $158 $64,926 $91,957 -

All $93 $57 $111 $61,344 $80,302 -

Median of all $83 $53 $91 $46,650 $82,776 -

Capitalization rates (all)
Range 5.5 - 9.1 5.9 - 9.8 5.3 - 8.9 5.3 - 8.9 6.9 - 11.5 5.3 - 11.5

Average 7.3 7.8 7.1 7.1 9.2 7.7

Noteworthy Transactions 
Fountainhead One, located at 8200 Interstate 10 and 
containing 174,108 square feet of office space, sold for 
slightly less than $24 million, or approximately $135 per 
square foot, a little higher than the average price of $127 
per square foot for properties selling for more than $5 mil-
lion.
The 39-unit Clarion O’Brian Hotel sold for approximately 
$3 million, or $85,897 per room – more than twice the av-
erage price of $38,340 per unit for hotel properties in the 
area selling for less than $5 million.
The 35,622-square-foot retail property located at 15701-
15759 San Pedro Ave. sold for slightly over $4 million, 
or $117 per square foot, higher than the average price of 
$100 per square foot for retail properties selling under $5 
million.
Walker Ranch Apartment Homes, a 235-unit apartment 
complex, sold for nearly $31 million, or approximately 
$130,851 per unit – double the average price of $64,926 
per unit for properties selling in this price category.
The 5,002-square-foot industrial property located at 130 
Avenue Del Ray sold for $265,000, or $53 per square foot, 
slightly higher than the average price of $41 per square 
foot for properties selling for less than $5 million.

■

■

■

■

■
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Office
Despite the increase in net absorption 
and in rental rates in the Tampa office 
sector, vacancy increased 50 basis 
points, according to Torto Wheaton 
Research. The increase was due in 
large part to increased construction in 
the Tampa area during fourth quarter 
2006. 

RERC’s transaction analysis indicates 
office space in the Tampa area is sell-
ing for an average price of $134 per 
square foot, slightly higher than the 
regional average price of $130 per 
square foot, but lower than the national 
average price of $167 per square foot. 

The average transaction-based capital-
ization rate for the Tampa office market 
is 7.0 percent, lower than the regional 
average of 7.4 percent and the national 
average of 7.2 percent.

CCIM designees and candidates gave 
the Tampa office sector an average 
performance rating of 6.5 on a scale of 
1 to 10, with 10 being high.

Performance in the Tampa office market 
generally continues to improve, although 
the vacancy rate increased during last 
quarter. The Tampa area is seeing a 
lower price per square foot and a lower 
capitalization rate than the national 
market. The price of Tampa office space 
may increase over the coming quarters, 
bringing it more in line with the national 
average, as long as new construction 
does not outpace demand.

■

■

■

■

Industrial
According to Torto Wheaton 
Research, the Tampa industrial 
market has the lowest avail-
ability rate of all the cities in the 
South region that RERC tracks 
each quarter. Net absorption 
declined during fourth quarter 
2006, however, rents were up 
and new construction declined.

RERC’s transaction analysis indicates 
Tampa industrial properties are selling 
at an average price of $75 per square 
foot, higher than the regional average 
of $64 per square foot, but slightly low-
er than the national average of $83 per 
square foot.

The average capitalization rate for the 
Tampa industrial market is 6.8 percent, 
lower than the regional and national 
averages of 7.3 percent and 7.4 per-
cent, respectively. 

CCIM designees and candidates gave 
the Tampa industrial market an average 
performance rating of 7.3 on a scale of 
1 to 10, with 10 being high.

With a lower average price and 
capitalization rate in the Tampa industrial 
market than nationally, the area holds 
some upside potential. If industrial 
fundamentals decline, capitalization rates 
may increase, but if new construction 
continues to slow, demand and supply 
should come more in line with national 
levels.

Retail
RERC’s transaction analysis indicates 
retail properties in the Tampa area are 

■

■

■

■

■

selling for an average price of $148 per 
square foot, slightly higher than the re-
gional average of $140 per square foot, 
but lower than the national average of 
$169 per square foot.

The average capitalization rate for 
the Tampa retail sector is 6.9 percent, 
equal to the national average and 20 
basis points lower than the regional av-
erage capitalization rate.

CCIM designees and candidates gave 
the Tampa area a performance rating 
of 6.0 on a scale of 1 to 10, with 10 
being high.

Tourism in the Tampa region is a big 
bonus for the area’s retail market, and 
at present, the market is seeing slight 
upside potential. With strong population 
growth and a strong economy generally, 
expect the retail market to continue to 
grow.

Apartment
According to RERC’s transaction anal-
ysis, apartment properties in the Tam-
pa area are selling for an average price 
of $82,416 per unit, higher than the 
regional average of $75,192 per unit, 
but lower than the national average of  
$107,833 per unit.

■

■

■

With steady population growth and an unemployment 
rate well below the national average, the Tampa area 
economy is strong. Even so, commercial real estate 
in Tampa is priced higher than regional averages and 
capitalization rates are low when compared to those 
nationally.  

Demographics & Economy

Population: 
2006 (est.): 2.7 million
2011 (proj.): 3.0 million

Unemployment Rate:
Tampa - 3.0%
Florida - 3.0%
National - 4.5%

Economic Performance Rating*:
Tampa - 7.0
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.



Copyright® 2006 by Real Estate Research Corporation (RERC) and the CCIM Institute.Investment Trends
Quarterly

Tampa

96

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

Volume (in millions)
<$2 million $624 $1,016 $1,310 $924 $68 $3,940

$2-5 milion $938 $1,223 $2,081 $1,073 $330 $5,646

>$5 million $25,735 $7,093 $13,161 $23,008 $8,648 $77,644

All $27,256 $9,281 $16,472 $24,975 $9,031 $87,015

Unit Price Averages
<$2 million $96 $57 $99 $62,693 $65,336 –

$2-5 milion $147 $72 $181 $73,179 $60,230 –

>$5 million $153 $77 $183 $90,463 $109,868 –

All $130 $64 $140 $75,192 $94,532 –

Median of all $112 $54 $106 $60,648 $82,562 –

Capitalization Rates (All)
Range 4.9 - 10.5 4.8 - 9.8 4.8 - 9.3 4.1 - 9.3 6.2 - 11.8 4.1 - 11.8

Average* 7.4 7.3 7.1 6.5 8.9 7.4

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

The average capitalization rate for the 
Tampa area apartment market is 6.4 
percent, slightly higher than the nation-
al average capitalization rate. 

CCIM designees and candidates gave 
the Tampa area apartment market a 
performance rating of 8.0 on a scale of 
1 to 10, the highest rating given to any 
property type in the area.

The capitalization rate of the apartment 
sector in the Tampa area is slightly 
higher than the national average, and the 
sale price per unit is much lower. With 
a strong economy, strong population 
growth expected over the next few years, 
and an unemployment rate well below the 
national rate, expect the Tampa apartment 
market to continue to strengthen.

Hotel
RERC’s transaction analysis indicates 
that hotels in the Tampa area are sell-
ing for an average price of $85,129 per 
unit, lower than the regional average of 
$95,532 per unit and the national aver-
age of $110,713 per unit.

The average capitalization rate for the 
Tampa hotel sector is 8.2 percent, low-
er than the regional and national aver-
ages, which were 8.9 percent and 8.7 
percent, respectively.

CCIM designees and candidates gave 
the Tampa area hotel market an av-
erage performance rating of 5.0 on a 
scale of 1 to 10, the lowest rating giv-
en to any of the property types in the 
area. 

Despite the strong tourism in the area, the 
sale price and capitalization rate for hotel 
properties remain well below the national 
averages. The average performance 
rating assigned by CCIM candidates and 
designees suggests investors may be 
losing confidence in the market.

■

■

■

■

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

Total Returns: 

1-Year Rate 22.70% 26.30% 16.30% 19.20% 19.90%

3-Year Rate 19.70% 24.30% - 24.10% 21.40%

5-Year Rate 13.20% 17.60% - 18.10% 15.70%

10-Year Rate 10.90% 14.10% - 14.80% 13.00%

15-Year Rate - 11.10% - - 10.80%

Income Return

1-Year Rate 6.40% 7.30% 6.60% 6.00% 6.40%

3-Year Rate 7.30% 8.40% - 6.60% 7.10%

5-Year Rate 7.70% 8.40% - 6.70% 7.40%

10-Year Rate 8.40% 8.60% - 7.60% 8.10%

15-Year Rate - 9.40% - - 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 35% 6% 7% 47% 5%

3-Year Average 37% 5% 5% 47% 6%

5-Year Average 36% 6% 3% 47% 8%

10-Year Average 39% 7% 2% 42% 10%

15-Year Average 29% 8% 1% 33% 29%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $188 $200 $189 $134 $38 $749 

>$5 million $1,214 $380 $507 $2,150 $422 $4,673 

All $1,402 $579 $696 $2,285 $460 $5,422 

Unit Price Averages
<$5 million $130 $73 $141 $73,828 $65,653 -

>$5 million $142 $87 $172 $91,166 $110,755 -

All $134 $75 $148 $82,416 $85,129 -

Median of all $122 $69 $131 $68,595 $61,237 -

Capitalization rates (all)
Range 5.3 - 8.8 5.1 - 8.5 5.2 - 8.6 4.8 - 8 6.2 - 10.3 4.8 - 10.3

Average 7.0 6.8 6.9 6.4 8.2 7.1

Noteworthy Transactions 
The Renaissance Park, a 532,000-square-foot office prop-
erty located at 8754 Henderson Road, sold for $104 mil-
lion, or $196 per square foot, well above the average price 
of $142 per square foot for office properties selling for 
more than $5 million.
The Trump Tower Tampa, a 190-unit apartment property 
complex at 111 South Ashley Drive, sold for $309 million, 
or slightly over $1.6 million per unit. 
The 193,000-square-foot industrial property, Bay Vista Of-
fice Center – Garden I and II, sold for $22 million, or $114 
per square foot, much higher than the average of $87 per 
square foot for properties in the area selling for more than 
$5 million. 
The retail property located at 13305 Tampa Oaks Blvd. 
and containing 84,826 square feet sold for slightly under 
$15 million, or $173 per square foot, in line with the price 
per square foot for retail properties in the area in this price 
category.
Tampa City Center, a 743,201-square-foot office proper-
ty, sold for nearly $88 million, or approximately $118 per 
square foot, less than the average for properties in the 
area selling for more than $5 million.

■

■

■

■

■
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Midwest Region Space Market
Office - 4Q-2006

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

Chicago 220,325 15.4 1,190  $17.32 Net

Cincinnati 32,968 20.6 -104  $13.24 Net

Cleveland 36,405 17.2 -134  $16.40 Gross

Columbus 27,998 17.3 299  $11.34 Net

Detroit 70,000 21.1 188  $18.92 Gross

Indianapolis 29,861 15.8 587  $17.06 Gross

Kansas City 45,180 17.1 44  $16.70 Gross

Minneapolis 64,886 15.6 645  $12.17 Net

St. Louis 39,020 15.2 -74  $18.57 Gross

Toledo 14,798 14.3 -19  $16.31 Gross

Industrial - 4Q-2006

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

Chicago 961,630 11.4 6,068  $5.00 Net

Cincinnati 273,832 8.2 -621  $3.80 Net

Cleveland 317,943 9.6 519  $4.36 Net

Columbus 234,283 13.5 -19  $3.12 Net

Detroit 456,586 17.0 -17  $5.55 Net

Indianapolis 255,152 10.1 3,731  $4.25 Gross

Kansas City 230,659 8.9 1,515  $3.72 Gross

Minneapolis 319,343 7.8 1,256  $5.95 Net

St. Louis 256,653 9.5 -383  $4.72 Net

Toledo 90,591 9.6 -565  $3.43 Net

Retail - 3Q-2006

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

Chicago 90,084 9.8 -270 $19.50

Cincinnati 20,401 13.4 -163 $11.79

Cleveland 14,042 12.0 -126 $17.75

Columbus 17,199 13.9 227 $13.27

Detroit 31,679 11.6 190 $17.43

Indianapolis 19,383 12.5 26 $18.70

Kansas City 25,440 11.1 117 $17.96

Minneapolis 26,666 7.6 134 $22.40

St. Louis 32,543 11.7 -135 $19.76

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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MidwestRegionTransactionBreakdown

Midwest Regional Analysis - 4Q 2006
Market Assessment

Office
Strong Upside Chicago

Fully Priced Columbus

Industrial
Strong Upside Minneapolis

Fully Priced Detroit

Retail
Strong Upside Cincinnati

Fully Priced Columbus

Apartment
Strong Upside St. Louis

Fully Priced Cleveland

Hotel
Strong Upside Chicago

Fully Priced Cleveland
*Relative earnings are based on RERC’s economic cashflow fore-
cast. 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
Midwest Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)

Office Industrial Retail Apartment Hotel Total

Volume (in millions)

<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages

<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)

Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

■ The average transaction-based capitalization 
rates for all of the property types in the Mid-
west region are higher than those found for the 
national property sectors. In addition, average 
sale prices for all property types in the Midwest 
region are well below the national averages.

■ The Midwest region had the lowest average 
price per square foot/unit for all of the property 
types tracked by RERC when compared to av-
erage prices in the other three regions. Also, 
the average transaction-based capitalization 
rates for all of the property types within the 
region are higher than those reported for the 
other regions.
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Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

Midwest Region Office Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Chicago $151 7.0

Cincinnati $90 7.7

Cleveland $94 7.7

Columbus $90 8.4

Detroit $123 7.7

Indianapolis $99 7.2

Kansas City $108 7.9

Milwaukee $98 7.4

Minneapolis $120 7.5

Omaha $112 7.5

St. Louis $105 7.8

Toledo $102 7.4

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

Midwest Region Industrial Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Chicago $63 7.0

Cincinnati $50 8.3

Cleveland $41 7.6

Columbus $41 8.2

Detroit $57 8.8

Indianapolis $48 7.3

Kansas City $68 7.8

Milwaukee $41 7.6

Minneapolis $56 7.1

Omaha $42 8.4

St. Louis $53 7.8

Toledo $44 7.9

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

Midwest Region Retail Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Chicago $188 6.7

Cincinnati $86 6.8

Cleveland $103 7.5

Columbus $133 7.6

Detroit $143 7.5

Indianapolis $142 7.4

Kansas City $135 7.4

Milwaukee $117 7.3

Minneapolis $130 7.1

Omaha $77 6.8

St. Louis $91 7.1

Toledo $120 7.5

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

Midwest Region Apartment Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Chicago $96,460 6.2

Cincinnati $39,195 7.0

Cleveland $42,858 7.8

Columbus $42,007 6.9

Detroit $46,438 7.1

Indianapolis $60,126 7.8

Kansas City $48,421 7.0

Milwaukee $51,357 6.3

Minneapolis $82,897 5.5

Omaha $50,976 6.4

St. Louis $49,415 6.4

Toledo $38,934 8.5

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

Midwest Region Hotel Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Chicago $129,393 8.4

Cincinnati $36,046 9.1

Cleveland $66,898 9.1

Columbus $57,281 9.1

Detroit $63,973 9.3

Indianapolis $101,071 9.1

Kansas City $63,715 9.0

Milwaukee $33,491 9.1

Minneapolis $73,366 9.8

Omaha $34,667 9.2

St. Louis $34,066 9.1

Toledo NA 9.1

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
The office market fundamentals for the 
Chicago area were strong during fourth 
quarter 2006. Vacancy rates contin-
ued to drop, net absorption increased 
greatly, and rental rates were up from 
the previous quarter. 

The average sale price for office space 
in the Chicago market is $151 per 
square foot, considerably higher than 
the regional average of $111 per square 
foot, but still lower than the national av-
erage of $167 per square foot, accord-
ing to RERC’s transaction analysis.

The average capitalization rate for of-
fice properties in the Chicago area is 
7.0 percent, lower then the Midwest 
region’s rate of 7.6 percent and slightly 
lower than the national rate of 7.2 per-
cent.

■ CCIM designees and candidates rated 
the performance of the Chicago area 
office sector a 6.5 on a scale of 1 to 10, 
with 10 being high.

With the average price per square foot 
of office space in the Chicago market 
and the capitalization rate lower than 
the national average, possible upside 
potential for the Chicago office sector 
exists. With the area unemployment rate 
well below the national average, and a 
population growth spurt expected in the 
next 5 years, demand should remain 
strong, keeping fundamentals healthy as 
well. 
 

Industrial
Fundamentals for the Chicago indus-
trial market ended on a strong note 

■

■

■

■

for fourth quarter 2006. The 
availability rate declined, and 
average rental rates increased. 
Extremely high positive net ab-
sorption occurred in the Chicago 
industrial sector, even though 
construction activity increased. 

RERC’s transaction analysis 
indicates Chicago industrial 
space is selling on average for 
$63 per square foot, higher than the re-
gional average of $49 per square foot, 
but lower than the national average of 
$83 per square foot.

The average capitalization rate for the 
Chicago market is 7.0 percent, lower 
than the regional rate of 7.8 percent 
and the national rate of 7.4 percent.

CCIM designees and candidates gave 
the Chicago area industrial market an 
average rating of 6.9 on a scale of 1 to 
10, with 10 being high, the highest rat-
ing given to any property sector within 
the Chicago area.

Chicago has always been a strong market 
for industrial properties in the U.S., and 
this trend is expected to continue. Demand 
is ahead of construction activity, and 
fundamentals and prices are expected 
to continue to improve during 2007. With 
a low capitalization rate and a fairly low 
price, the Chicago industrial market may 
present opportunity for investment.

Retail
Chicago’s retail market fundamentals 
were down last quarter. The market 
saw negative net absorption (although 
at a level higher than in third quarter 

■

■

■

■

2006), a higher availability rate, and 
lower asking rents.

RERC’s transaction analysis shows 
the average selling price for retail 
space in the Chicago area is $188 
per square foot, much higher than the 
regional average of $126 per square 
foot and slightly higher than the na-
tional average of $169 per square 
foot.

The transaction-based capitalization 
rate for the Chicago area is 6.7 per-
cent, lower than the Midwest region’s 
rate of 7.2 percent, and 20 basis 
points lower than the national aver-
age capitalization rate. 

CCIM designees and candidates gave 
the retail market in the area an aver-
age performance rating of 6.0 on a 
scale of 1 to 10, with 10 being high. 

The price per square foot of retail space 
in the Chicago area is higher than the 
national and regional averages, and 
the capitalization rate is lower. With a 
population that is expected to grow 
dramatically over the next 5 years, 
and a lower unemployment rate than 
the national average, demand for retail 
space should remain relatively strong, 

■

■

■

The Chicago area economy is generally strong, 
with unemployment likely to remain below national 
averages and population expected to see healthy gains 
over the next few years. Not to be outdone, Chicago’s 
commercial real estate market is also strong, with solid 
fundamentals, healthy capitalization rates and prices, 
and positive investment potential. 

Demographics & Economy

Population: 
2006 (est.): 9.7 million
2011 (proj.): 10.3 million

Unemployment Rate:
Chicago - 3.9%
Illinois - 3.9%
National - 4.5%

Economic Performance Rating*:
Chicago - 7.0
National - 7.5
*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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

and fundamentals should stay healthy, 
despite a slight decline at present.

Apartment
The average selling price for apart-
ments in the Chicago area is $96,460 
per unit, considerably higher than the 
regional average of $67,913 per unit, 
but lower than the national average of 
$107,833 per unit.

The average capitalization rate for the 
Chicago apartment market is 6.2 per-
cent, much lower than the regional rate 
of 6.9 percent, but in line with the na-
tional rate of 6.3 percent.

CCIM designees and candidates rated 
the performance of the apartment mar-
ket in the area at 4.5 on a scale of 1 to 
10, with 10 being high. 

With a lower average price per unit and 
a lower capitalization rate than national 
averages, the Chicago apartment 
market may present positive investment 
potential. As the population grows during 
the next 5 years, demand should increase 
and fundamentals improve, which would 
cause prices to rise and capitalization 
rates to decrease.

Hotel
The hotel market in the Chicago area 
has an average sale price of $129,393 
per unit, much higher than the regional 
average of $77,324 per unit and some-
what higher than the national average 
of $110,713 per unit.

The average capitalization rate for the 
Chicago area is 8.4 percent, lower than 
the regional rate of 9.1 percent and the 
national rate of 8.7 percent.

CCIM designees and candidates gave 
the hotel market an average perfor-
mance rating of 6.5 out of 10.

The Chicago hotel market is seeing a low 
capitalization rate and a high average 
price per unit, due largely to the constant 
demand and stability of this market. 

■

■

■

■

■

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

Total Returns: 

1-Year Rate 12.30% 10.80% 11.20% 16.10% 12.70%

3-Year Rate 11.10% 12.80% 18.10% 13.00% 13.70%

5-Year Rate 8.00% 10.90% 16.20% 10.40% 11.00%

10-Year Rate 10.50% 10.90% 12.00% 11.90% 11.00%

15-Year Rate 7.40% 9.40% 9.40% - 8.50%

Income Return

1-Year Rate 6.10% 6.40% 6.40% 5.30% 6.10%

3-Year Rate 6.70% 7.30% 7.00% 5.30% 6.70%

5-Year Rate 7.30% 7.50% 7.50% 5.50% 7.10%

10-Year Rate 7.80% 8.40% 7.90% 6.70% 7.80%

15-Year Rate 8.00% 8.50% 7.70% - 7.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 28% 20% 31% 19% 2%

3-Year Average 32% 19% 30% 17% 2%

5-Year Average 35% 19% 28% 16% 2%

10-Year Average 38% 18% 29% 14% 2%

15-Year Average 37% 20% 31% 10% 2%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $124 $419 $355 $548 $23 $1,470 

>$5 million $12,534 $1,455 $2,857 $1,597 $2,233 $20,676 

All $12,658 $1,874 $3,213 $2,145 $2,256 $22,146 

Unit Price Averages
<$5 million $112 $63 $148 $96,849 $43,001 -

>$5 million $166 $63 $257 $92,102 $139,361 -

All $151 $63 $188 $96,460 $129,393 -

Median of all $139 $57 $149 $79,083 $124,627 -

Capitalization rates (all)
Range 5.3 - 8.8 5.3 - 8.8 5 - 8.4 4.7 - 7.8 6.3 - 10.5 4.7 - 10.5

Average 7.0 7.0 6.7 6.2 8.4 7.1

Noteworthy Transactions 
The Citadel Center, located at 131 South Dearborn St. and 
containing 1.5 million square feet of office space, sold for 
$560 million, or around $375 per square foot – more than 
twice the area average price of $166 per square foot for office 
properties selling for more than $5 million.
The 443-unit Allerton Crown Plaza hotel sold for $70 million, 
or approximately $158,000 per room, slightly more than the 
average sale price of $139,361 per unit for hotel properties in 
the area selling for more than $5 million.
The 306-unit apartment building at One East Delaware Place 
sold for $90 million, or around $294,000 per unit – three times 
the average price of $92,102 per unit for area apartments 
selling in this price category.
The John Hancock Center sold for $385 million, or $370 per 
square foot, significantly higher than the average price for of-
fice properties selling for more than $5 million.
The Lincoln Village retail center, located at 6075-6201 North 
Lincoln Ave. and containing 140,000 square feet, sold for 
slightly over $40 million, or around $285 per square foot, 
slightly higher than the average price of $257 per square foot 
for retail properties selling for more than $5 million. 

■

■

■

■

■
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Office
The Cincinnati office market 
fundamentals were quite weak 
during fourth quarter 2006. Vacancy 
was 20.6 percent, according to Torto 
Wheaton Research. Absorption 
was negative, and asking rents 
decreased slightly from the previous 
quarter. 

RERC’s transaction analysis 
indicates Cincinnati office properties 
are selling for an average price of 
$90 per square foot, slightly lower 
than the Midwest regional average 
of $111 per square foot, but 
considerably lower than the national 
average of $167 per square foot.

The average transaction-based 
capitalization rate for the Cincinnati 
office market is 7.7 percent, higher 
than either the regional or national 
averages of 7.6 percent and 7.2 
percent, respectively.

While the office market in Cincinnati 
is steady, certain indicators are 
displaying signs of difficulty. Rising 
vacancy rates signify either excess 
supply or falling demand. The lower-
than-average sale prices show that 
the market is weak, and investors may 
be able to acquire some buildings 
at attractive prices. Finally, higher 
capitalization rates are signaling the 
possibility of higher risk.

■

■

■

Industrial
The availability rate for the 
Cincinnati industrial market was 
slightly higher for fourth quarter 
2006 than third quarter, but it still 
has one of the lower availability 
rates in the Midwest region. Net 
absorption decreased, but rental 
rates went up slightly, with returns 
fairly consistent with third quarter 
performance.

RERC’s transaction analysis 
indicates Cincinnati industrial 
properties are selling for an average 
price of $50 per square foot, in line 
with the regional average of $49 
per square foot, but quite a bit 
lower than the national average of 
$83 per square foot.

The average capitalization rate for 
the Cincinnati industrial market is 
8.3 percent, much higher than the 
Midwest average of 7.8 percent and 
the national rate of 7.4 percent.

Like the Cincinnati office market, the 
industrial market is not performing as 
well as it could. Slightly increasing 
rental rates and average prices that 
are in line with the national average 
put Cincinnati on par with the other 
major markets in Ohio. Somewhat 
higher capitalization rates may 
suggest higher investment risk.

■

■

■

Retail
RERC’s transaction analysis shows 
that retail space in the Cincinnati 
area is selling for an average 
price of $86 per square foot, lower 
than the regional average of $126 
per square foot, and about half 
the national average of $169 per 
square foot. 

The transaction-based capitalization 
rate for Cincinnati area retail 
properties is 6.8 percent, slightly 
lower than the Midwest regional 
and national rates of 7.2 percent 
and 6.9 percent, respectively.

Cincinnati retail properties are selling 
for far less than regional and national 
averages. However, the capitalization 
rate is similar to national and regional 
levels, possibly signaling some 
resiliency in the market.

Apartment
The average sale price for apartment 
properties in the Cincinnati area 
is $39,195 per unit, substantially 
lower than the regional average of 
$67,913 per unit, and less than half 
the national average of $107,833 
per unit. 

The capitalization rate for the 
Cincinnati apartment market is 
7.0 percent, slightly higher than 
the regional and national rates 

■

■

■

■

All property sectors in the Cincinnati area are seeing 
weakening fundamentals, and most prices in Cincinnati 
are lower than national averages. If Cincinnati as a market 
can remain steady in the face of marginal fundamental 
performance, while achieving the population growth 
that is forecasted, then the difficulties may not be as 
severe as expected.

Demographics & Economy

Population: 
2006 (est.): 2.1 million
2011 (proj.): 2.2 million

Unemployment Rate:
Cincinnati - 4.8%
Ohio - 5.4%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

of 6.9 percent and 6.3 percent, 
respectively.

One thing we are seeing in the 
Cincinnati apartment market is 
consistency. The apartment sector 
has an average sale price far below 
regional and national averages, and 
the higher capitalization rate signals 
a higher level of risk in the area.
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate - 15.80% 6.60% 16.50% 8.90%

3-Year Rate - 9.50% - 14.30% 10.50%

5-Year Rate - 8.40% - 11.40% 8.00%

10-Year Rate - 9.00% - - 7.90%

15-Year Rate - 8.20% - - 6.70%

Income Return

1-Year Rate - 7.60% 6.50% 5.60% 6.30%

3-Year Rate - 8.00% - 6.30% 7.70%

5-Year Rate - 8.50% - 6.90% 8.30%

10-Year Rate - 9.30% - - 8.30%

15-Year Rate - 9.30% - - 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 25% 51% 8% 16%

3-Year Average 0% 34% 22% 11% 33%

5-Year Average 0% 32% 13% 10% 44%

10-Year Average 0% 23% 6% 8% 63%

15-Year Average 0% 22% 4% 5% 68%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $31 $46 $72 $59 - $207 

>$5 million $528 $136 $137 $190 - $991 

All $559 $182 $209 $249 - $1,198 

Unit Price Averages
<$5 million $78 $38 $74 $33,043 - -

>$5 million $108 $82 $151 $69,006 - -

All $90 $50 $86 $39,195 - -

Median of all $80 $42 $60 $31,231 - -

Capitalization rates (all)
Range 5.8 - 9.6 6.2 - 10.4 5.1 - 8.5 5.3 - 8.8 - 5.3 - 11.4

Average 7.7 8.3 6.8 7.0 - 7.8

Noteworthy Transactions 
The 537,400-square-foot office property located at 250 East 
Fifth St. sold for approximately $92.7 million, or around $170 
per square foot, well above the area average of $108 per 
square foot for office properties selling over $5 million.
Century Lake Apartments, a 224-unit apartment property 
located at 51 Bishopsgate Drive, sold for $15.4 million, or 
$68,750 per unit, comparable to the area average of $69,006 
per unit for apartment properties selling in excess of $5 
million.
The 198,600-square-foot industrial property located at 1770-
1800 Worldwide Blvd. sold for slightly under $11 million, or 
$55 per square foot, considerably less than the average price 
of $82 per square foot for area industrial properties selling in 
this category. 
The 12-unit apartment property located at 210 Hearne Ave. 
sold for $270,000, or $22,500 per unit, about a third less than 
the area average for apartment properties selling for less 
than $5 million.
One Northlake Place, an office property that contains 176,896 
square feet, sold for $17 million, or about $95 per square foot, 
similar to the area average for office properties selling over 
$5 million. 

■

■

■

■

■
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Office
Cleveland office market fundamentals 
appeared to be weak during fourth 
quarter 2006, with increased vacancy, 
negative absorption, and a lower 
average rental rate.

RERC’s analysis of recent sales 
transactions indicates that the average 
selling price for office properties in 
the Cleveland area is $94 per square 
foot, slightly lower than the regional 
average price of $111 per square 
foot, and substantially lower than the 
national average of $167 per square 
foot.

The average capitalization rate for 
office properties in the Cleveland 
area is 7.7 percent,  higher than the 
Midwest regional rate of 7.6 percent 
and the national rate of 7.2 percent.

A higher-than-average unemployment 
rate is reducing demand for office 
properties, pushing fundamentals down 
further. As a result, we are seeing low 
pricing and a high average capitalization 
rate.
 

Industrial
The fundamentals in the Cleveland 
industrial market seem to be in good 
shape, with a decline in availability 
rates, strong net absorption, and a 
slight increase in the average asking 
rents.  

■

■

■

■

Industrial space in the Cleveland 
market sold for an average selling 
price of $41 per square foot during 
fourth quarter 2006, slightly lower 
than the regional average price of $49 
per square foot, and half the national 
average price of $83 per square foot.

The transaction-based capitalization 
rate for the Cleveland industrial 
market is 7.6 percent, slightly lower 
than the regional rate of 7.8 percent, 
yet higher than the national rate of 
7.4 percent.

The average sale price is approximately 
half the national average, and not 
surprisingly, the average capitalization 
rate for industrial property in the 
Cleveland area is higher than the 
national average.

Retail
Retail properties in the Cleveland 
area are selling for an average price 
of $103 per square foot, which is low 
compared to the regional and national 
averages of $126 per square foot and 
$169 per square foot, respectively.

The average capitalization rate for 
retail properties in the Cleveland 
area is 7.5 percent, higher than the 
Midwest regional average rate of 7.2 
percent, and the national average 
rate of 6.9 percent.

■

■

■

■

Population and employment are 
key to retail demand, and with a 
high unemployment rate and a total 
population that is expected to see little to 
no growth, demand for retail properties 
is expected to decrease. As demand for 
space decreases, overall fundamentals 
will decline, likely causing capitalization 
rates to increase even further as prices 
fall.

Apartment
RERC’s transaction analysis shows 
the average sale price of apartment 
space in the Cleveland area is 
$42,858 per unit, lower than the 
Midwest regional average of $67,913 
per unit, and substantially lower than 
the national average of $107,833 per 
unit.

The average capitalization rate for 
the Cleveland apartment market is 
7.8 percent, higher than the regional 
rate of 6.9 percent and the national 
rate of 6.3 percent.

Much like the retail sector, the apartment 
sector depends on population for its 
livelihood. With a total population that is 
expected to remain unchanged, demand 
for rental units in the area will slow, 
reducing overall market fundamentals 
and eventually causing prices to decline 
and capitalization rates to increase.

■

■

With an unemployment rate well above the national level, 
and a population that is expected to remain unchanged 
over the next 5 years, the Cleveland commercial real 
estate market will likely not see much growth in the near 
term. If any change does occur, it will likely be for the 
worse, with the possibility of prices falling even farther 
and capitalization rates climbing higher.

Demographics & Economy

Population: 
2006 (est.): 2.2 million
2011 (proj.): 2.2 million

Unemployment Rate:
Cleveland - 5.3%
Ohio - 5.4%
National - 4.5%



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

Cleveland

107

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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

Hotel
Analysis of recent hotel property 
sales in the Cleveland area shows an 
average selling price of $66,898 per 
unit, slightly lower than the Midwest 
regional average of $77,324 per unit, 
and quite a bit lower than the national 
average of $110,713 per unit.

The transaction-based capitalization 
rate for hotels is 9.1 percent, equal to 
the regional average rate and slightly 
higher than the national average rate 
of 8.7 percent.

With low pricing, one expects hotel 
properties in the Cleveland area to 
have a high capitalization rate, which 
is the case. However, with a rate equal 
to the regional average rate, but a 
price per unit well below, the Cleveland 
area hotel market is one of the better 
markets for investment within the 
region. When compared to the nation, 
however, the capitalization rate is much 
higher, and although the price is much 
lower, fundamentals will likely slow in 
the coming quarters, weakening the 
market even further.

■

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

Total Returns: 

1-Year Rate - - - - 2.80%

3-Year Rate - - - - 7.60%

5-Year Rate - - - - 8.80%

10-Year Rate - - - - 8.30%

15-Year Rate - - - - 6.70%

Income Return

1-Year Rate - - - - 6.60%

3-Year Rate - - - - 7.40%

5-Year Rate - - - - 8.50%

10-Year Rate - - - - 7.80%

15-Year Rate - - - - 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 0% 0% 0% 100%

3-Year Average 0% 0% 0% 0% 100%

5-Year Average 0% 0% 0% 0% 100%

10-Year Average 0% 0% 0% 0% 100%

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

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $66 $176 $138 $52 $9 $441 

>$5 million $244 $227 $435 $234 - $1,140 

All $309 $403 $574 $286 $24 $1,597 

Unit Price Averages
<$5 million $86 $39 $101 $40,267 $50,437 -

>$5 million $118 $51 $113 $51,495 - -

All $94 $41 $103 $42,858 $66,898 -

Median of all $78 $37 $78 $37,367 $65,000 -

Capitalization rates (all)
Range 5.8 - 9.6 5.7 - 9.5 5.6 - 9.4 5.9 - 9.8 6.8 - 11.4 5.9 - 11.4

Average 7.7 7.6 7.5 7.8 9.1 7.9

Noteworthy Transactions 
The Fifth Third Center, a 508,397-square-foot office building 
located at 600 Superior Ave., sold for slightly under $64 
million, or around $125 per square foot, slightly higher than 
the average price of $118 per square foot for office properties 
selling above $5 million.
Southgate Manor, a 152-unit apartment property, sold for 
approximately $6 million, or $41,000 per unit, about 20 
percent less than the average for apartment properties selling 
for more than $5 million.
The 71,000-square-foot industrial property at 6681 Cochran 
Road sold for nearly $3 million, or $38 per square foot, nearly 
equal to the average for industrial properties selling for under 
$5 million, or $39 per square foot.
The East Ohio Gas Building, a 322,000-square-foot office 
building, was acquired for $12 million, or $36 per square 
foot, well below the average price of $118 per square foot for 
properties in this price category.

■

■

■

■
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Office
The Columbus area office market va-
cancy rate decreased during fourth 
quarter 2006, although net absorp-
tion and average asking rents also 
decreased slightly.

RERC’s transaction analysis indi-
cates that the average sale price for 
office space in the Columbus area is 
$90 per square foot, below the re-
gional average of $111 per square 
foot, and significantly lower than the 
national average of $167 per square 
foot.

The average transaction-based capi-
talization rate for the Columbus office 
market is 8.4 percent, much higher 
than the regional average of 7.6 per-
cent and the national average of 7.2 
percent.

CCIM designees and candidates 
gave the Columbus area office mar-
ket an average performance rating of 
4.0 on a scale of 1 to 10, with 10 be-
ing high.

There seems to be little confidence 
in the Columbus office market. 
The average capitalization rate is 
substantially higher than both regional 
and national averages, indicating more 
risk in the area market. However, 
with the solid employment and some 
projected population growth, demand 
for office properties in the area should 
remain fairly stable.

Industrial
Availability in the Columbus indus-
trial market increased slightly dur-

■

■

■

■

■

ing fourth quarter 2006, while 
asking rents remained un-
changed. 

According to RERC’s transac-
tion analysis, industrial space 
in the Columbus area is selling 
for an average price of $41 per 
square foot, slightly below the 
regional average of $49 per 
square foot, but significantly lower 
than the national average of $83 per 
square foot.

RERC’s average capitalization rate 
for the Columbus industrial sector is 
8.2 percent. Both the regional aver-
age and national averages are lower, 
at 7.8 percent and 7.4 percent, re-
spectively.

CCIM designees and candidates 
gave the Columbus industrial market 
an average performance rating of 6.8 
on a scale of 1 to 10, with 10 being 
high.

Although the performance rating given 
to the Columbus industrial market is 
slightly above average, fundamentals 
are weak. Much like the city’s office 
market, the industrial market has a 
very high capitalization rate compared 
to the region and nation. With demand 
unlikely to change, this trend should 
continue into the coming few quarters, 
possibly bringing market fundamentals 
down further.

Retail
RERC’s transaction analysis shows 
that the average sale price of Colum-
bus retail space is $133 per square 

■

■

■

■

foot, slightly higher than the regional 
average price of $126 per square 
foot, but considerably lower than the 
national average of $169 per square 
foot.

The average transaction-based capi-
talization rate for the retail market in 
the Columbus area is 7.6 percent, 40 
to 70 basis points higher than the re-
gional and national average capital-
ization rates.

CCIM designees and candidates 
gave the Columbus retail market an 
average performance rating of 4.7 
on a scale of 1 to 10, with 10 being 
high.

With a higher capitalization rate than 
the national average, the Columbus 
retail market is seeing more volatility 
than some other markets. The higher 
price per square foot when compared to 
the regional average may indicate that 
for the amount of risk involved in the 
market, pricing could be a little high.  

Apartment
RERC’s transaction analysis shows 
apartment properties in the Colum-
bus area are selling for an average 
price of $42,007 per unit, substan-
tially lower than the regional average 

■

■

■

With an employment level equal to the national average 
and population expected to increase in the Columbus 
market, demand for most commercial real estate 
sectors is expected to increase slightly. With prices in 
all sectors already at low levels, increases in demand 
and fundamentals will put more upward pressure on 
prices over the coming quarters, allowing them to come 
more in line with regional and national levels.

Demographics & Economy

Population: 
2006 (est.): 1.8 million
2011 (proj.): 2.0 million

Unemployment Rate:
Columbus - 4.5%
Ohio - 5.4%
National - 4.5%

Economic Performance Rating*:
Tucson - 5.0
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

of $67,913, and less than half the na-
tional average of $107,833 per unit.

The average capitalization rate for 
the apartment sector in the Colum-
bus area is 6.9 percent, equal to the 
Midwest regional average, but great-
er than the national average of 6.3 
percent.

CCIM designees and candidates 
gave the Columbus apartment mar-
ket an economic performance rating 
of 6.0 on a scale of 1 to 10, with 10 
being high.

A capitalization rate equal to the 
regional average with a lower price per 
unit may indicate some possible upside 
potential for Columbus apartment 
properties, when compared to others 
throughout the Midwest. With a strong 
level of employment, and expected 
population growth higher than some 
other markets, the Columbus apartment 
sector will remain a strong investment 
opportunity, likely increasing in price 
over the coming quarters.  

Hotel
RERC’s transaction analysis indi-
cates Columbus area hotel proper-
ties are selling for an average price of 
$57,281 per unit, considerably lower 
than the regional average of $77,324 
per unit, and nearly half the national 
average price of $110,713 per unit.

The average capitalization rate for 
the Columbus area is 9.1 percent, 
equal to the regional average and 40 
basis points higher than the national 
average of 8.7 percent.

CCIM designees and candidates rat-
ed the Columbus hotel market an 8.0 
on a scale of 1 to 10, the highest rat-
ing given to any of the property types 
within the area.

■

■

■

■

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

Total Returns: 

1-Year Rate 4.60% 15.50% 6.90% - 7.20%

3-Year Rate 4.00% 17.70% 15.20% - 10.30%

5-Year Rate 3.10% 13.30% 7.50% - 6.60%

10-Year Rate 4.60% 10.20% - - 6.80%

15-Year Rate - 8.90% - - 6.80%

Income Return

1-Year Rate 7.80% 8.30% 5.90% - 6.80%

3-Year Rate 7.70% 9.00% 7.40% - 7.60%

5-Year Rate 8.20% 9.30% 8.30% - 8.20%

10-Year Rate 8.50% 9.30% - - 8.70%

15-Year Rate - 9.60% - - 9.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 30% 16% 47% 0% 8%

3-Year Average 32% 16% 43% 0% 10%

5-Year Average 33% 17% 41% 0% 9%

10-Year Average 42% 14% 33% 0% 11%

15-Year Average 34% 22% 22% 0% 22%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $77 $85 $82 $42 $18 $303 

>$5 million $217 $436 $425 $212 $65 $1,355 

All $294 $521 $507 $254 $83 $1,658 

Unit Price Averages
<$5 million $85 $43 $111 $36,865 $44,925 -

>$5 million $117 $38 $187 $48,963 $67,578 -

All $90 $41 $133 $42,007 $57,281 -

Median of all $73 $39 $97 $40,013 $63,510 -

Capitalization rates (all)
Range 6.3 - 10.5 6.2 - 10.3 5.7 - 9.5 5.2 - 8.6 6.8 - 11.4 5.2 - 11.4

Average 8.4 8.2 7.6 6.9 9.1 8.0

Noteworthy Transactions
 

The industrial property located at 1580 Williams Road and 
containing 744,000 total square feet sold for slightly more 
than $16 million, or approximately $20 per square foot, be-
low the average price of  $38 per square foot for industrial 
properties in the area selling for more than $5 million.
The 115,750-square-foot Northwoods II office property, lo-
cated at 8101 North High St., sold for nearly $11 million, 
or approximately $90 per square foot, below the average 
price of $117 per square foot for area office properties sell-
ing in this price category.
The Creekside XII industrial property, located on Creek-
side Parkway and consisting of 74,000 square feet, sold 
for nearly $30 million, or $41 per square foot, comparable 
to the average price for industrial properties in the area 
selling for more than $5 million.
The 28-unit apartment complex located at 328-360 Napo-
leon Ave. sold for nearly $400,000, or about $14,000 per 
unit, less than half the average price of $36,865 per unit 
for apartment properties in the area selling for less than 
$5 million.
The 28,000-square-foot retail property located at 8333 La-
zelle Road sold for just under $5 million, or approximately 
$165 per square foot, well above the average of $111 per 
square foot for retail properties in the area selling for under 
$5 million.

■

■

■

■

■
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Office
Fourth quarter 2006 office market fun-
damentals for the Detroit area were 
stable, but weak compared to other of-
fice sectors in the nation. Vacancy fell 
only slightly, but this rate was the high-
est in the Midwest region. Meanwhile, 
absorption was low, although increas-
ing considerably from last quarter. The 
average rental rate was down slightly.

Office properties in the Detroit area are 
selling at a price of $123 per square 
foot, higher than the regional aver-
age of $111 per square foot, but lower 
than the national average of $167 per 
square foot.  

The average transaction-based capi-
talization rate for office properties in 
the Detroit area is 7.7 percent, slightly 
higher than the regional rate of 7.6 
percent, and 50 basis points higher 
than the national rate.

Demand for office space has been 
falling dramatically during the past 
few quarters, as many companies are 
leaving the Detroit area. However, 
the decline in the market seems to be 
leveling off slightly, as fundamentals 
remained fairly constant during fourth 
quarter 2006. Prices and capitalization 
rates should remain relatively constant 
in 2007, showing signs of downside risk 
within the Detroit office sector. 

Industrial
The fundamentals in the Detroit indus-
trial market were generally steady dur-

■

■

■

■

ing fourth quarter 2006. Although the 
availability rate is up slightly from the 
previous quarter, rental rates rose as 
well. Net absorption improved greatly, 
but still remained negative.  

RERC’s transaction analysis indicates 
that the average selling price for in-
dustrial properties in the Detroit area 
is $57 per square foot, higher than the 
regional average of $49 per square 
foot, but lower than the national aver-
age of $83 per square foot.

The industrial market in the Detroit 
area has an average capitalization 
rate of 8.8 percent, considerably high-
er than either the regional or national 
averages of 7.8 percent and 7.4 per-
cent, respectively.

As home to the auto industry, the 
Detroit area has been a strong force 
in the industrial commercial real estate 
market. However, as the auto industry 
has weakened during the last couple 
years, many of the industrial companies 
supporting them have left the area, 
significantly reducing demand for 
industrial space. While this has pushed 
market fundamentals down, the decline 
seems to be leveling off slightly and 
entering a more stabilized state. Prices 
and capitalization rates should see little 
movement over the coming quarters.

Retail
The Detroit retail market fundamen-
tals increased slightly during fourth 
quarter 2006. Availability declined dur-

■

■

■

ing the quarter, net absorption posted 
positive numbers, and average rental 
rates rose slightly.  

The average price of retail space in 
the Detroit area is $143 per square 
foot, higher than the regional aver-
age of $126 per square foot, but lower 
than the national average of $169 per 
square foot.

The average capitalization rate for the 
Detroit area retail sector is 7.5 per-
cent, higher than the regional rate of 
7.2 percent and the national rate of 
6.9 percent.

As many companies have left the Detroit 
area, so have the people that worked for 
them, causing the retail economy to slow. 
Although a slight increase in population 
is expected over the coming years, the 
unemployment rate is also expected to 
remain well above national levels. The 
Detroit area has a high average price 
and a high average capitalization rate 
compared to regional averages, a sign 
of higher investment risk in the market.  

Apartment
RERC’s transaction analysis indicates 
the average selling price for apart-
ment properties in the Detroit area is 
$46,438 per unit, lower than the Mid-
west regional average of $67,913 per 
unit, and significantly lower than the 
national rate of $107,833 per unit.

The average capitalization rate for the 
apartment sector of the Detroit area 

■

■

■

■

Although the Detroit commercial real estate market took 
a big hit during the past year or so, the area seems to be 
moving toward stabilization. However, it appears prices 
will remain low and capitalization rates will remain 
high, even at equilibrium, as the weak economy puts 
investment risk is generally higher in this area than in 
some other parts of the nation.

Demographics & Economy

Population: 
2006 (est.): 4.6 million
2011 (proj.): 4.7 million

Unemployment Rate:
Detroit - 7.7%
Michigan - 6.9%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

market is 7.1 percent, slightly higher 
than the regional rate of 6.9 percent, 
and much higher than the national 
rate of 6.3 percent.

As the area economy has faltered, 
there appears to be little-to-no demand 
for available rental units. Prices and 
capitalization rates will likely remain 
about where they are, with the possibility 
of a slight decrease in pricing and an 
increase in the capitalization rate.

Hotel
RERC’s transaction analysis indicates 
the average selling price for area hotel 
properties is $63,973 per unit, lower 
than the regional average of $77,324 
per unit, and significantly lower than 
the national average of $110,713 per 
unit.

Hotel properties in the Detroit area 
have an average capitalization rate 
of 9.3 percent, slightly higher than the 
regional and national rates of 9.1 per-
cent and 8.7 percent, respectively.

The Detroit area has historically been 
a weak market for hotel investment, 
but it has further worsened as the area 
economy has weakened. One would 
expect prices to continue to fall, and 
capitalization rates to push upward over 
the coming quarters.

■

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

Total Returns: 

1-Year Rate -5.50% 0.10% 9.30% 1.70% 4.50%

3-Year Rate 4.00% 5.30% 17.40% 5.30% 10.00%

5-Year Rate 6.10% 6.80% 14.90% 3.70% 9.00%

10-Year Rate 9.20% 8.20% 10.50% - 8.70%

15-Year Rate 7.40% 6.90% 8.60% - 7.70%

Income Return

1-Year Rate 6.00% 8.70% 6.50% 6.40% 6.60%

3-Year Rate 7.10% 8.60% 7.30% 6.60% 7.20%

5-Year Rate 7.80% 9.00% 8.20% 6.70% 7.70%

10-Year Rate 9.20% 9.50% 8.10% - 8.20%

15-Year Rate 9.70% 9.40% 8.00% - 8.30%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 16% 6% 54% 23% 2%

3-Year Average 17% 7% 48% 26% 2%

5-Year Average 18% 7% 46% 28% 1%

10-Year Average 17% 9% 50% 18% 6%

15-Year Average 16% 10% 53% 12% 9%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $102 $122 $105 $50 $30 $409 

>$5 million $286 $217 $205 $527 $152 $1,386 

All $388 $338 $310 $577 $182 $1,795 

Unit Price Averages
<$5 million $110 $48 $143 $39,532 $40,516 -

>$5 million $155 $86 $142 $53,344 $81,566 -

All $123 $57 $143 $46,438 $63,973 -

Median of all $112 $52 $109 $45,839 $51,569 -

Capitalization rates (all)
Range 5.8 - 9.6 6.6 - 11 5.6 - 9.4 5.3 - 8.9 7 - 11.6 5.3 - 11.6

Average 7.7 8.8 7.5 7.1 9.3 8.1

Noteworthy Transactions
 

The 6,513-square-foot industrial property located at 13600 
Evergreen Road sold for $195,000, or $30 per square foot, 
below the average price of $48 per square foot for indus-
trial properties selling for less than $5 million.
The 6,000-square-foot office building located at 21500 
Grand River Ave. sold for slightly over $906,000, or $150 
per square foot, more than the average price of $110 per 
square foot for office space selling for under $5 million.
The 476-unit apartment complex located at 9531 Faust 
Ave. sold for $5 million, or $10,504 per unit – approxi-
mately one-fourth the average price of $53,344 per unit 
for apartment properties in the area selling for more than 
$5 million.
A 10-unit apartment building located at 2507 Buchanan 
St. sold for $160,000, or $16,000 per unit, half the average 
price of $39,532 per unit for properties selling for less than 
$5 million.
The 32-unit apartment property located at 2631 Central St. 
sold for $795,000, or $24,844 per unit, less than the aver-
age price for properties selling for less than $5 million.

■

■

■

■

■
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Office
The fundamentals for the office 
market improved slightly during 
fourth quarter 2006. The vacancy 
rate was down, while net absorp-
tion surpassed its previous nega-
tive amount and posted high posi-
tive numbers. Construction activity 
decreased from the previous quar-
ter, keeping demand ahead of sup-
ply. 

 
The average price for office space 
in the Indianapolis area is $99 per 
square foot, slightly lower than the 
Midwest regional average of $111 
per square foot, and much lower 
than the national average of $167 
per square foot.

The average transaction-based 
capitalization rate for the India-
napolis office market is 7.2 percent, 
equal to the national rate, but 40 
basis points lower than the Mid-
west regional average capitaliza-
tion rate.

Fundamentals within the market 
seem to be leveling off, and there is 
some growth in population and slightly 
better-than-average employment. 
With low pricing and a capitalization 
rate equal to the national average, 
there appears to be some upside 
potential in the Indianapolis office 
market. 

■

■

■

Industrial
The availability rate for the India-
napolis industrial market declined, 
net absorption increased tremen-
dously from the previous quarter, 
and the average rental rate in-
creased slightly during fourth quar-
ter 2006. Construction activity was 
slower than third quarter, keeping 
supply in check.

RERC’s transaction analysis indi-
cates that Indianapolis industrial 
space is selling for an average price 
of $48 per square foot, comparable 
to the regional average of $49 per 
square foot, but much lower than 
the national average of $83 per 
square foot.

The average capitalization rate for 
industrial properties in the India-
napolis area is 7.3 percent, lower 
than the regional rate of 7.8 per-
cent, but in line with the national 
rate of 7.4 percent.

With a lower capitalization rate and 
price about equal to the regional 
averages, the Indianapolis industrial 
sector is one of the stronger industrial 
markets in the Midwest region. The 
average capitalization rate should 
remain below the national level, 
which may allow the sector to retain 
some upside potential.

■

■

■

Retail
The Indianapolis retail market has 
remained stable for the past 2 quar-
ters, showing little movement in the 
amount of space absorption or the 
availability rate. Asking rents in-
creased minimally. 

Retail space in the Indianapolis 
area has an average selling price of 
$142 per square foot, higher than 
the regional average of $126 per 
square foot, but lower than the na-
tional average of $169 per square 
foot.

The average capitalization rate for 
the Indianapolis area is 7.4 per-
cent, higher than the regional rate 
of 7.2 percent and the national rate 
of 6.9 percent.

Retail fundamentals and demand 
seem to have stabilized in the 
Indianapolis market. With a lower 
price and a higher capitalization 
rate than the national average, retail 
properties may experience lower 
returns than retail properties in other 
parts of the nation. 

Apartment
RERC’s transaction analysis indi-
cates that the average selling price 
for apartment properties in the area 
is $60,126 per unit, lower than the 
regional and national averages of 

■

■

■

■

The Indianapolis commercial real estate market is 
generally stable. All of the sectors are selling at prices 
lower than national averages, and capitalization rates 
for most property types are higher. The industrial 
market is the strongest sector in the area, and prices 
may continue rising. All other markets should see 
more stable investment conditions, as the population 
is expected to increase somewhat and employment 
should remain strong for the next few quarters.

Demographics & Economy

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

Unemployment Rate:
Indianapolis - 4.1%
Indiana - 4.7%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

$67,913 per unit and $107,833 per 
unit, respectively.

Apartment properties in the India-
napolis area have an average capi-
talization rate of 7.8 percent, much 
higher than either the regional rate 
of 6.9 percent or the national rate of 
6.3 percent.

Much like the retail sector, the 
apartment sector in the Indianapolis 
area is priced low and has a 
high capitalization rate. Although 
unemployment in the area is lower 
than state and national levels, and 
the population is expected to see 
some growth over the coming years, 
apartment demand is expected to 
remain relatively flat. Prices and 
capitalization rates should not see 
much movement over the coming 
quarters.

Hotel
Hotel properties in our data set for 
the Indianapolis area are selling for 
an average price of $101,071 per 
unit, much higher than the regional 
average of $77,324 per unit, and 
only slightly lower than the national 
average of $110,713 per unit.

The average capitalization rate for 
Indianapolis hotels is 9.1 percent, 
equal to the regional rate and high-
er than the national average of 8.7 
percent.

Largely driven by local economic 
factors, the Indianapolis area will 
likely see little change in demand for 
hotel properties. 

■

■

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

Total Returns: 

1-Year Rate - 14.60% - 10.20% 14.00%

3-Year Rate - 11.50% - - 12.10%

5-Year Rate - 10.10% - - 10.30%

10-Year Rate - 9.10% - - 10.30%

15-Year Rate - 7.60% - - 8.90%

Income Return

1-Year Rate - 7.90% - 6.80% 7.70%

3-Year Rate - 8.30% - - 8.20%

5-Year Rate - 8.70% - - 8.40%

10-Year Rate - 8.60% - - 8.70%

15-Year Rate - 8.80% - - 8.60%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 77% 8% 10% 4%

3-Year Average 0% 81% 3% 3% 13%

5-Year Average 0% 80% 2% 2% 16%

10-Year Average 0% 69% 1% 1% 29%

15-Year Average 0% 52% 1% 1% 47%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $14 $16 $32 $11 $5 $78 

>$5 million $698 $169 $63 $473 $166 $1,569 

All $712 $185 $94 $484 $171 $1,647 

Unit Price Averages
<$5 million $71 $36 $114 $33,701 $28,618 -

>$5 million $112 $73 $225 $72,709 $120,831 -

All $99 $48 $142 $60,126 $101,071 -

Median of all $94 $44 $122 $44,231 $125,990 -

Capitalization rates (all)
Range 5.4 - 9 5.5 - 9.1 5.6 - 9.3 5.9 - 9.8 6.8 - 11.4 5.9 - 11.4

Average 7.2 7.3 7.4 7.8 9.1 7.8

Noteworthy Transactions 
Oaklandon Plaza, a 32,114-square-foot retail building, sold 
for $4.3 million, or around $135 per square foot, above the 
average price of $114 per square foot for retail properties 
in the area selling for less than $5 million.
RCA/Phillips Electronics Manufacturing Facility, a 617,212-
square-foot industrial property, sold for $4 million, or $6.50 
per square foot – only one-fifth the average price of $36 
per square foot for industrial properties selling for less 
than $5 million.
A 420-unit apartment complex located at 5515 Pleasant 
Hills Circle sold for nearly $13 million, or approximately 
$31,000 per unit – less than half the average of $72,709 
per unit for area apartment properties selling above $5 mil-
lion.
The office property located at 8606 Allisonville Road con-
tains 318,246 square feet and sold for $31 million, or $97 
per square foot, which is comparable to the average price 
of $112 per square foot for office properties in the area 
selling in this price category.
The 170,100-square-foot Lake Pointe Center III & IV office 
buildings sold for $26.4 million, or $155 per square foot, 
well above the average price for office properties in the 
area selling for more than $5 million.

■

■

■

■

■
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Office
Fundamentals in the Kansas City of-
fice market were down during fourth 
quarter 2006. The vacancy rate rose 
slightly, and net absorption decreased, 
although still positive. The average 
asking rental rate rose slightly as well.

RERC’s transaction analysis indicates 
the average sale price for office prop-
erties in the Kansas City area is $108 
per square foot, in line with the region-
al average of $111 per square foot, but 
significantly lower than the national av-
erage of $167 per square foot.

The average transaction-based capi-
talization rate for office space in the 
area is 7.9 percent, higher than the 
Midwest regional average rate of 7.6 
percent and the national rate of 7.2 
percent.

With a low average price and high average 
capitalization rate, the office market 
in the Kansas City area seems more 
volatile than some other office markets. 
The area economy is not expected to 
grow much, likely reducing demand 
for office properties, thus decreasing 
fundamentals. With the average sales 
price already fairly consistent with 
regional figures, there will likely be 
minimal movement within the market and 
capitalization rates should remain about 
where they are.

■

■

■

Industrial
Fundamentals in the Kansas City in-
dustrial market are quite strong. The 
availability rate continued to decline, 
and net absorption increased from last 
quarter. Average rents remained fairly 
constant as well.  

Industrial space in the Kansas City 
area is selling for an average sale 
price of $68 per square foot, higher 
than the regional average of $49 per 
square foot, but lower than the national 
average of $83 per square foot.  

The Kansas City industrial market has 
an average capitalization rate of 7.8 
percent, equal to the regional rate, but 
40 basis points higher than the nation-
al average.

The Kansas City area industrial market 
continued to strengthen during fourth 
quarter 2006. The price should increase 
slightly, and the capitalization rate should 
decrease, with possible higher returns 
than other markets within the region.

Retail
Kansas City retail fundamentals re-
main generally stable. The vacancy 
rate was up slightly, and net absorption 
was down but remained positive. The 
average rental rate remained virtually 
unchanged compared to the previous 
quarter.

■

■

■

■

The average sale price of retail space 
in the Kansas City market is $135 per 
square foot, higher than the regional 
average of $126 per square foot, but 
lower than the national average of 
$169 per square foot.

The average transaction-based capi-
talization rate for retail properties is 7.4 
percent, higher than the regional rate 
of 7.2 percent and the national aver-
age of 6.9 percent.

While the market has fairly stable 
fundamentals, the population is not 
expected to increase greatly over the 
coming quarters. The area will likely see 
little change in prices and capitalization 
rates for retail properties. The market will 
likely continue to perform at a level below 
national averages.

Apartment
RERC’s transaction analysis indicates 
the average sale price for Kansas City 
area apartment properties is $48,421 
per unit, lower than the regional and 
national averages of $67,913 per unit 
and $107,833 per unit, respectively.

The average capitalization rate for the 
area apartment market is 7.0 percent, 
comparable to the regional rate of 6.9 
percent, but higher than the national 
average of 6.3 percent.

■

■

■

■

The Kansas City unemployment rate is slightly higher 
than the national average, and population growth is 
about average. Most of the commercial real estate 
sectors within the Kansas City area are expected to 
see low prices and higher capitalization rates, except 
for the industrial market, which will likely see improving 
fundamentals. 

Demographics & Economy

Population: 
2006 (est.): 2.0 million
2011 (proj.): 2.1 million

Unemployment Rate:
Kansas City - 4.7%
Missouri - 4.6%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

The Kansas City area is seeing a lower 
price per unit for apartment properties 
and the average capitalization rate is 
higher. Demand for rental units in the 
area is expected to remain relatively flat 
and prices should remain low. As such, 
the capitalization rates may increase.

Hotel
Hotel properties in the Kansas City 
area have an average sale price of 
$63,715 per unit, lower than both the 
regional and national averages of 
$77,324 per unit and $110,713 per 
unit, respectively.

The average capitalization rate for ho-
tel properties in the area is 9.0 percent, 
in line with the regional average of 9.1 
percent, but higher than the national 
average of 8.7 percent.

■

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

Total Returns: 

1-Year Rate 8.80% 14.80% - 10.70% 10.90%

3-Year Rate 8.20% 16.10% - 10.70% 10.70%

5-Year Rate 4.90% 11.00% - 9.20% 7.50%

10-Year Rate 7.50% - - 8.60% 8.60%

15-Year Rate 8.10% - - - 8.70%

Income Return

1-Year Rate 8.60% 7.30% - 6.20% 7.40%

3-Year Rate 8.30% 7.80% - 6.40% 7.50%

5-Year Rate 8.30% 8.30% - 6.70% 7.80%

10-Year Rate 8.20% - - 7.20% 8.10%

15-Year Rate 9.10% - - - 8.60%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 38% 22% 0% 38% 2%

3-Year Average 45% 22% 0% 31% 2%

5-Year Average 45% 21% 0% 30% 4%

10-Year Average 49% 14% 0% 25% 12%

15-Year Average 41% 9% 0% 18% 31%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $45 $96 $179 $69 $10 $399 

>$5 million $1,197 $353 $585 $483 $131 $2,749 

All $1,242 $449 $764 $552 $141 $3,148 

Unit Price Averages
<$5 million $113 $68 $104 $38,369 $37,868 -

>$5 million $103 $70 $280 $73,133 $82,177 -

All $108 $68 $135 $48,421 $63,715 -

Median of all $89 $48 $70 $38,726 $38,379 -

Capitalization rates (all)
Range 5.9 - 9.9 5.9 - 9.8 5.6 - 9.3 5.3 - 8.8 6.8 - 11.3 5.3 - 11.3

Average 7.9 7.8 7.4 7.0 9.0 7.8

Noteworthy Transactions
 

Northglen Village Shops, an 11,000-square-foot retail cen-
ter, sold for approximately $2 million, or $215 per square 
foot, twice the average of $104 per square foot for Kansas 
City retail properties selling for under $5 million.
The Best Western Seville Hotel, located at 4309 Main St. 
and containing 77 units, sold for nearly $8 million, or ap-
proximately $97,000 per room, higher than the average 
price of $82,177 per unit for hotel properties in the area 
selling for more than $5 million.
The 80,000-square-foot office property located at 226 Dean 
A McGee Ave. sold for just under $6 million, or around $70 
per square foot, considerably less than the average sale 
price of $103 per square foot for properties in the area sell-
ing for more than $5 million.
Park Victoria, a 144-unit apartment property, sold for just 
under $4 million, or $26,333 per unit, much less than the 
average price of $38,369 per unit for apartment properties 
in the area selling in this price category.
The 30,633-square-foot industrial property located at 4100 
Raytown Road sold for approximately $2.5 million, or $82 
per square foot, more than the average price of $68 per 
square foot for properties in the area selling for under $5 
million.

■

■

■

■

■
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Office
The average sale price of office 
properties in the Milwaukee area is 
$98 per square foot, lower than either 
the regional or national averages of 
$111 per square foot and $167 per 
square foot, respectively, according 
to RERC’s transaction analysis.

The average capitalization rate for 
the office sector is 7.4 percent, low-
er than the Midwest regional rate of 
7.6 percent, but higher than the na-
tional average of 7.2 percent.

Since pricing is already low and the 
average capitalization rate is already 
slightly higher than the regional 
average, rates should remain 
somewhat constant.

Industrial
RERC’s transaction analysis indi-
cates the average selling price for 
Milwaukee industrial space is $41 
per square foot, slightly lower than 
the regional average of $49 per 
square foot, and only half the na-
tional average of $83 per square 
foot.

The average capitalization rate for 
the Milwaukee area industrial mar-
ket is 7.6 percent, lower than the 
Midwest regional average of 7.8 
percent, and higher than the na-
tional average of 7.4 percent.

■

■

■

■

Although the Milwaukee area 
industrial market is experiencing a 
higher capitalization rate and lower 
average price per square foot, the 
capitalization rate is only slightly 
greater than the national average 
while the price is substantially lower. 
Also, when compared to the regional 
averages, the Milwaukee area has 
a low price and low capitalization 
rate, indicating the industrial market 
is offering fairly strong investment 
potential. The average price for 
Milwaukee area industrial properties 
will likely stay well below the national 
average. 

Retail
Retail properties in the Milwaukee 
area have an average sale price of 
$117 per square foot, comparable 
to the regional average of $126 per 
square foot, but much lower than 
the national average of $169 per 
square foot, according to RERC’s 
transaction analysis.

The average transaction-based 
capitalization rate for Milwaukee 
retail properties is 7.3 percent, in 
line with the Midwest regional aver-
age rate of 7.2 percent, but slightly 
higher than the national average of 
6.9 percent.

With the unemployment rate slightly 
higher than the national average and 

■

■

a population expected to grow little 
during the coming year, demand for 
retail properties will likely remain flat. 
Retail performance should continue 
below the national performance 
level.

Apartment
The Milwaukee area has an aver-
age sale price for apartment proper-
ties of $51,357 per unit, lower than 
the regional average of $67,913 per 
unit, and less than half the national 
average price of $107,833 per unit.

The average capitalization rate for 
the apartment sector is 6.3 percent, 
lower than the regional rate of 6.9 
percent, but equal to the national 
average capitalization rate.

With the average price per unit of 
Milwaukee apartment space much 
lower than the regional and national 
averages, the capitalization rate may 
increase to a level greater than the 
national average.

■

■

Most of the commercial real estate sectors within 
the Milwaukee area are seeing prices well below, and 
capitalization rates slightly above, national averages. 
With employment slightly below the national average 
and population not expected to increase much during 
the next few quarters, the economy remains relatively 
flat. This could decrease demand for all property types, 
while keeping prices well below national levels and 
increasing capitalization rates to even higher levels. 

Demographics & Economy

Population: 
2006 (est.): 1.5 million
2011 (proj.): 1.6 million

Unemployment Rate:
Milwaukee - 4.6%
Wisconsin - 4.5%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate 3.50% 19.20% - - 8.90%

3-Year Rate 10.10% - - - 12.00%

5-Year Rate 7.50% - - - 10.90%

10-Year Rate 11.30% - - - 9.50%

15-Year Rate 9.40% - - - 6.90%

Income Return

1-Year Rate 8.00% 8.40% - - 7.40%

3-Year Rate 8.80% - - - 7.80%

5-Year Rate 8.70% - - - 8.30%

10-Year Rate 9.40% - - - 9.00%

15-Year Rate 10.20% - - - 8.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 28% 37% 0% 0% 35%

3-Year Average 31% 20% 0% 0% 50%

5-Year Average 33% 12% 0% 0% 55%

10-Year Average 32% 6% 0% 0% 63%

15-Year Average 25% 4% 0% 0% 71%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $52 $58 $57 $60 - $227 

>$5 million $698 $139 $169 $107 - $1,112 

All $749 $197 $226 $167 - $1,340 

Unit Price Averages
<$5 million $57 $36 $106 $48,813 - -

>$5 million $174 $55 $161 $101,219 - -

All $98 $41 $117 $51,357 - -

Median of all $74 $40 $89 $46,875 - -

Capitalization rates (all)
Range 5.6 - 9.3 5.7 - 9.5 5.5 - 9.1 4.7 - 7.9 - 4.7 - 11.4

Average 7.4 7.6 7.3 6.3 - 7.5

Noteworthy Transactions 
St. James Place, a 236-unit apartment complex, sold for 
slightly more than $16 million, or approximately $68,000 
per unit, well below the average of $101,219 per unit for 
apartments selling for more than $5 million.
The 155,000-square-foot Time Warner office property sold 
for approximately $28 million, or around $185 per square 
foot, slightly above the average of $174 per square foot for 
office properties selling in this price category.
Chase Tower, a 450,000-square-foot office property, sold 
for around $103 million, or $229 per square foot, well 
above the average price per square foot for office proper-
ties selling for more than $5 million.
Value City Furniture, a 56,785-square-foot retail property, 
sold for slightly more than $5 million, or $91 per square 
foot, considerably less than the average price of $161 per 
square foot for area retail properties selling in excess of 
$5 million.
The industrial property located at 8225 West Parkland 
Court and containing 70,000 square feet sold for just un-
der $3 million, or approximately $37 per square foot, about 
equal to the average price of properties in the area selling 
for under $5 million.

■

■

■

■

■
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Office
Minneapolis office market fundamen-
tals were strong during fourth quarter 
2006. The average vacancy rate fell, 
increasing the average rental rate. Net 
absorption was positive and higher 
than the prior quarter, as construction 
continued strong.  

Office properties in the Minneapolis 
area have an average sale price of 
$120 per square foot, higher than the 
regional average of $111 per square 
foot, but lower than the national aver-
age of $167 per square foot.

The average transaction-based capi-
talization rate for office properties is 
7.5 percent, comparable to the region-
al rate, but higher than the national 
rate of 7.2 percent.

CCIM designees and candidates rated 
the area office market performance at 
5.0 on a scale of 1 to 10, with 10 being 
high. 

The downtown Minneapolis office 
market is seeing significant growth, with 
a considerable decline in the vacancy 
rate. As the fundamentals improve 
throughout the entire office sector, prices 
may increase and capitalization rates 
decrease, bringing them more in line with 
national levels. 

 Industrial
Industrial property fundamentals in 
the Minneapolis area are strong. The 
availability rate continued to decrease, 

■

■

■

■

■

and net absorption increased 
from last quarter. The average 
rental price also increased, and 
construction increased moder-
ately.

RERC’s transaction analysis in-
dicates that the average sale price of 
Minneapolis industrial space is $56 per 
square foot, between the regional and 
national averages of $49 per square 
foot and $83 per square foot, respec-
tively.

Industrial properties in the Minneapo-
lis area have an average capitalization 
rate of 7.1 percent, lower than the re-
gional rate of 7.8 percent and the na-
tional rate of 7.4 percent.  

CCIM designees and candidates rated 
the performance of the industrial mar-
ket in the area at 6.5 on a scale of 1 to 
10, with 10 being high.

The Minneapolis industrial market has a 
low capitalization rate and low average 
price when compared to national 
averages, indicating some possible 
upside potential. With demand for 
properties increasing and fundamentals 
improving, the industrial market continues 
to grow. Expect prices to likely increase 
and the capitalization rate to remain low.

Retail
Fundamentals for the Minneapolis re-
tail sector remained positive during 
fourth quarter 2006. The vacancy rate 
decreased slightly, and average rental 

■

■

■

■

rates increased. Net absorption was 
positive, but slightly lower than the pre-
vious quarter. Construction was strong, 
increasing from the previous quarter.

Retail space in the Minneapolis area 
has an average sale price of $130 per 
square foot, slightly higher than the 
regional average price of $126 per 
square foot, but lower than the national 
average price of $169 per square foot.

The average capitalization rate for 
retail properties in the area is 7.1 per-
cent, comparable to the Midwest re-
gional average, but slightly higher than 
the national rate of 6.9 percent.

CCIM designees and candidates rated 
the Minneapolis retail market perfor-
mance at 7.2 on a scale of 1 to 10, 
with 10 being high – the highest rating 
given to any of the area’s commercial 
property sectors.

Confidence remains strong in the 
Minneapolis retail market. The 
unemployment rate is lower than the 
national average, and the population 
is expected to grow, likely increasing 
demand for retail properties. Expect the 
price of retail space to increase slightly, 
and the average capitalization rate to 
decrease, as the economy continues to 

■

■

■

The Minneapolis commercial real estate market 
continues to move toward national performance levels, 
with prices and capitalization rates expected to come 
more in line with national averages. The area economy 
is strong, with an unemployment rate well below the 
national average and population expected to grow, 
thereby likely increasing demand for all commercial 
real estate property types and increasing the flow of 
investment capital to the market. The Minneapolis 
market is poised to be one of the strongest within the 
Midwest region. 

Demographics & Economy

Population: 
2006 (est.): 3.3 million
2011 (proj.): 3.6 million

Unemployment Rate:
Minneapolis - 3.8%
Minnesota - 4.2%
National - 4.5%

Economic Performance Rating*:
Minneapolis - 7.0
National - 6.5
*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

Minneapolis

125

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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

grow, despite some volatility involved in 
the market.

Apartment
RERC’s transaction analysis shows 
that the average sale price of Minne-
apolis apartment properties is $82,897 
per unit, between the regional and na-
tional averages of $67,913 per unit and 
$107,833 per unit, respectively.

The capitalization rate for the Minne-
apolis area apartment market is 5.5 
percent, much lower than the regional 
and national averages of 6.9 percent 
and 6.3 percent, respectively.

CCIM designees and candidates rated 
the performance of the apartment mar-
ket at 6.0 on a scale of 1 to 10, with 10 
being high.

The Minneapolis apartment market has 
a low capitalization rate compared to 
regional and nation averages. However, 
with the population expected to grow and 
with a low unemployment rate, demand 
for apartment rental units should increase, 
effectively increasing fundamentals and 
bringing more investment capital into the 
area. 

Hotel
Hotel properties in the Minneapolis 
area are selling at an average price of 
$73,366 per unit, lower than the region-
al and national prices.

The average capitalization rate for ho-
tels is 9.8 percent, much higher than 
either the regional or national aver-
ages of 9.1 percent and 8.7 percent, 
respectively.

CCIM designees and candidates rated 
the hotel sector at 7.0 on a scale of 1 
to 10.

The average price for hotels in the 
Minneapolis area is low and the 
capitalization rate is substantially higher 
than the national average, indicating 
some investment risk. 

■

■

■

■

■

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

Total Returns: 

1-Year Rate 16.80% 13.00% 9.60% 9.60% 12.50%

3-Year Rate 15.50% 14.10% 12.20% 11.30% 13.60%

5-Year Rate 10.30% 10.00% 12.50% 10.80% 10.40%

10-Year Rate 9.80% 11.20% 11.00% 13.70% 10.60%

15-Year Rate 6.80% 9.50% - - 8.60%

Income Return

1-Year Rate 7.10% 7.40% 6.20% 5.30% 6.50%

3-Year Rate 8.00% 7.50% 6.90% 5.30% 7.10%

5-Year Rate 8.70% 8.00% 7.60% 5.80% 7.90%

10-Year Rate 9.60% 9.10% 8.10% 7.50% 9.00%

15-Year Rate 9.30% 9.50% - - 8.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 32% 14% 29% 24% 2%

3-Year Average 38% 14% 24% 22% 2%

5-Year Average 43% 15% 22% 18% 2%

10-Year Average 48% 16% 20% 15% 1%

15-Year Average 44% 20% 15% 12% 8%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $65 $180 $157 $58 $17 $478 

>$5 million $2,142 $268 $1,868 $691 $325 $5,294 

All $2,207 $448 $2,025 $749 $342 $5,771 

Unit Price Averages
<$5 million $111 $54 $105 $72,121 $36,430 -

>$5 million $125 $63 $243 $93,672 $95,528 -

All $120 $56 $130 $82,897 $73,366 -

Median of all $112 $50 $97 $78,750 $51,852 -

Capitalization rates (all)
Range 5.6 - 9.4 5.3 - 8.9 5.3 - 8.9 4.1 - 6.9 7.4 - 12.3 4.1 - 12.3

Average 7.5 7.1 7.1 5.5 9.8 7.4

Noteworthy Transactions 
The 200,000-square-foot Centennial Lakes Plaza retail cen-
ter sold for $300 million, or $1,500 per square foot, four times 
the average price of $243 per square foot for properties in the 
area selling for more than $5 million.
The La Salle Apartments, a 121-unit apartment complex, sold 
for $12 million, or $99,174 per unit, higher than the average 
price of $93,672 per unit for properties selling over $5 mil-
lion.
The 232,804-square-foot industrial building located at 3550 
4th Ave. sold for slightly more than $14 million, or $61 per 
square foot, very comparable to the average price of $63 per 
square foot for properties in the area selling in this price cat-
egory.
Embassy Suites, located at 425 South Seventh St. and con-
taining 216 rooms, sold for $14 million, or $64,815 per room, 
about a third less than the average price of $95,528 per unit 
for properties in the area selling for more than $5 million.
The 485,000-square-foot retail property located at 50 South 
Tenth St. sold for $127 million, or $262 per square foot, slight-
ly higher than the average price of $243 per square foot for 
properties in the area selling for more than $5 million.

■

■

■

■

■
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Office
Omaha office market fundamentals 
were stable during fourth quarter 
2006, with positive net absorption 
and a declining vacancy rate.

The average selling price of office 
space in the Omaha area is $112 
per square foot, comparable to 
the Midwest regional average of 
$111 per square foot, but much 
lower than the national average of 
$167 per square foot, according to 
RERC’s transaction analysis.

The average transaction-based 
capitalization rate for the Omaha 
office market is 7.5 percent, in line 
with the regional rate of 7.6 percent, 
but higher than the national rate of 
7.2 percent.

On a regional level, the Omaha office 
market has some upside potential, 
given a comparable price per square 
foot and a slightly lower capitalization 
rate. Because Omaha is seeing 
a much lower unemployment rate 
than the nation and the population is 
growing, although slowly, the price of 
office properties should increase.

Industrial
RERC’s transaction analysis shows 
industrial space in the Omaha area 
is selling at an average price of $42 
per square foot, comparable to the 

■

■

■

■

regional average of $49 per square 
foot, but less than half the national 
average price of $83 per square 
foot.

Industrial properties in the Omaha 
area have an average capitalization 
rate of 8.4 percent, much higher 
than either the regional or national 
averages of 7.8 percent and 7.4 
percent, respectively.

If the unemployment rate remains low, 
the area should see a slight increase 
in demand, which should raise prices 
and reduce capitalization rates in the 
Omaha industrial sector.

Retail
RERC’s transaction analysis indi-
cates Omaha area retail properties 
are selling for an average price of 
$77 per square foot, lower than 
the regional average of $126 per 
square foot, and substantially less 
than the national average of $169 
per square foot.
The average capitalization rate 
for retail properties in the Omaha 
area is 6.8 percent, lower than the 
regional rate of 7.2 percent, and 
in line with the national rate of 6.9 
percent.

The Omaha retail market has a low 
average price per square foot and 
a low average capitalization rate – 

■

■

■

signs of some upside potential. If the 
unemployment rate remains low and 
population increases as forecasted, 
demand for retail properties should 
also increase, attracting more 
investment dollars to the market. As 
such, the price for retail properties 
will increase, likely bringing the 
average sale price closer to regional 
and national levels. 

Apartment
Apartment properties in the Omaha 
area have an average selling price 
of $50,976 per unit, lower than the 
regional average of $67,913 per 
unit, and half the national average 
of $107,833 per unit.

The Omaha apartment sector has 
an average capitalization rate of 6.4 
percent, lower than the Midwest re-
gional average rate of 6.9 percent, 
but comparable to the national av-
erage of 6.3 percent.

Although the average price per unit of 
apartment space in the Omaha market 
is lower than the regional price, the 
average capitalization rate is also 
lower than the regional average. With 
a strong economy, the area apartment 
market should see increased pricing, 
while the capitalization rate should 
stay fairly stable.

■

■

The Omaha commercial real estate market should see 
increasing prices and possibly lower capitalization 
rates, although the rates are unlikely to fall below the 
national average. The retail and apartment markets 
should see the greatest strengthening, as performance 
for these sectors relies heavily on population growth 
and strong employment figures.  

Demographics & Economy

Population: 
2006 (est.): 834,000
2011 (proj.): 892,000

Unemployment Rate:
Omaha - 3.1%
Nebraska - 2.9%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

Hotel
The average selling price for hotel 
properties in the Omaha area is 
$34,667 per unit, only about half 
of the regional average of $77,324 
per unit, and significantly lower than 
the national average of $110,713 
per unit.

The average capitalization rate for 
hotel properties is 9.2 percent, 10 
basis points higher than the Mid-
west regional average and 50 basis 
points higher than the national av-
erage capitalization rate.

■

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

Volume
<$5 million $31 $62 $71 $48 - $211 

>$5 million $372 $43 $50 $68 $22 $578 

All $402 $105 $121 $116 $25 $791 

Unit Price Averages
<$5 million $86 $42 $75 $34,546 - -

>$5 million $140 $34 $106 $100,439 $43,032 -

All $112 $42 $77 $39,729 $34,667 -

Median of all $119 $35 $67 $31,176 $18,799 -

Capitalization rates (all)
Range 5.6 - 9.4 6.3 - 10.5 5.1 - 8.5 4.8 - 8 6.9 - 11.5 4.8 - 11.5

Average 7.5 8.4 6.8 6.4 9.2 7.7

Noteworthy Transactions 
The 90-unit apartment complex located at 2525 South 
135th Ave. sold for just under $16 million, or approxi-
mately $175,000 per unit, higher than the average price 
of $100,439 per unit for properties selling for more than 
$5 million.
The industrial property located at 1321 South 20th St. com-
prised of 5,700 square feet of space sold for $750,000, or 
$132 per square foot – three times the area average of 
$42 per square foot for industrial properties selling for less 
than $5 million.
A 99,000-square-foot office building located at 10810 
Farnam Drive sold for just under $13 million, or $130 per 
square foot, slightly below the average price of $140 per 
square foot for office properties in the area selling in this 
price category.
The 54,154-square-foot retail property located at 14451 
West Center Road sold for just less than $7 million, or 
$127 per square foot, higher than the average price of 
$106 per square foot for retail properties in the area sell-
ing for more than $5 million.
The 223-room Crowne Plaza Hotel in Omaha sold for $15 
million, or $67,265 per room, well above the average price 
of $43,032 per unit for hotel properties selling for more 
than $5 million.

■

■

■

■

■
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Office
The St. Louis office market exhibited 
some weakening during fourth quar-
ter 2006. The vacancy rate increased 
slightly, and the average rental rate 
decreased. Net absorption also was 
down, along with construction activity.

The average sale price of office space 
in the St. Louis area is $105 per square 
foot, slightly lower than the Midwest re-
gional average of $111 per square foot 
and well below the national average 
of $167 per square foot, according to 
RERC’s transaction analysis.

Office properties in the St. Louis area 
have a transaction-based capitaliza-
tion rate average of 7.8 percent, higher 
than the regional and national aver-
ages of 7.6 percent and 7.2 percent, 
respectively.

CCIM designees and candidates gave 
the St. Louis office sector an average 
performance rating of 5.5 on a scale of 
1 to 10, with 10 being high.

Like many large cities in the Midwest, 
St. Louis’ office performance is below 
average. Signs of marginality are present 
with slightly lower vacancy and rents, 
lower-than-average selling prices, and 
slightly higher capitalization rates. In 
general, investors see the St. Louis office 
market as strong, but with little potential 
for improved performance.

Industrial
Fundamentals are down in the St. 
Louis industrial market. The average 
availability rate increased in fourth 

■

■

■

■

■

quarter 2006, and net absorp-
tion was negative. However, 
average asking rents increased, 
and construction activity slowed 
somewhat.

RERC’s transaction analysis 
indicates that the average sale 
price for industrial space in the St. Lou-
is area is $53 per square foot, slightly 
higher than the regional average of $49 
per square foot, but significantly lower 
than the national average of $83 per 
square foot.

The average capitalization rate for in-
dustrial properties in the area is 7.8 
percent, equal to the regional rate, but 
higher than the national rate of 7.4 per-
cent.

CCIM designees and candidates rated 
the performance of the St. Louis indus-
trial market at 8.0 on a scale of 1 to 10, 
with 10 being high.

With the city’s strategic location for 
distribution of goods to every region 
of the country, the St. Louis industrial 
market continues to attract investors and 
developers, as demonstrated by the new 
construction underway.  

Retail
Retail fundamentals are down slightly 
in the St. Louis market. Average asking 
rents declined, the availability rate rose, 
and net absorption was negative.

Retail space in the St. Louis area is 
selling for an average price of $91 per 
square foot, lower than the regional and 

■

■

■

■

■

national averages of $126 per square 
foot and $169 per square foot, respec-
tively, according to RERC’s transaction 
analysis.

The St. Louis area retail sector has 
an average capitalization rate of 7.1 
percent, while the national rate is 6.9 
percent and the regional rate is 7.2 per-
cent.

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

The St. Louis retail sector appears solid 
in comparison to the rest of the Midwest 
region. Capitalization rates are close to 
regional and national rates, indicating 
an average amount of risk in St. Louis, 
although selling prices are lower than 
national averages, as is the case for 
Midwest properties generally. Declining 
rents and rising vacancy rates are 
troubling if these trends continue, but 
this could be the result of a short lull in 
demand or increases in new construction. 
Time will tell if the market will start to 
show positive or negative strides.
 

Apartment
The average selling price of apart-
ment properties in the St. Louis area is 
$49,415 per unit, much lower than the 

■

■

■

The St. Louis economy, including population growth 
and employment, are expected to change little. Although 
there are some definite positives in the market, such 
as the industrial sector, in general, the commercial real 
estate market is not as strong as many other markets.   

Demographics & Economy

Population: 
2006 (est.): 2.8 million
2011 (proj.): 2.9 million

Unemployment Rate:
St. Louis - 4.6%
Missouri - 4.6%
National - 4.5%

Economic Performance Rating*:
St. Louis - 5.0
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7

regional average of $67,913 per unit 
and less than half the national average 
of $107,833 per unit.

The average capitalization rate for 
apartment properties in the area is 6.4 
percent, lower than the regional rate of 
6.9 percent and only 10 basis points 
higher than the national average of 6.3 
percent.

The St. Louis apartment sector had 
the highest rating among the property 
types, with an average rating of 10 on a 
10-point scale, with 10 being high.

Apartments are faring well in the eyes 
of investors, due to low sale prices and 
capitalization rates comparable to national 
averages. With a strong market for 
buying and selling apartment properties, 
it appears as if investors are taking lower 
returns in exchange for lower prices.

Hotel
RERC’s transaction analysis indicates 
the average selling price of hotels in 
the St. Louis area is $34,066 per unit, 
drastically lower than the regional and 
national average prices of $77,324 per 
unit and $110,713 per unit, respective-
ly.

Hotel properties in the area have an av-
erage capitalization rate of 9.1 percent, 
equal to the regional rate, but higher 
than the national rate of 8.7 percent.

CCIM designees and candidates rated 
the performance of the hotel market at 
5.0 on a scale of 1 to 10.

In general, the St. Louis area is not a 
highly sought-after tourist destination. 
According to our data set, the area has 
low prices and a slightly higher-than-
average capitalization rate.

■

■

■

■

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

Total Returns: 

1-Year Rate 12.10% 12.80% - 6.40% 11.10%

3-Year Rate 10.70% 14.10% - 8.40% 11.70%

5-Year Rate 7.40% 11.00% - 9.00% 10.70%

10-Year Rate 10.50% 11.60% - - 11.00%

15-Year Rate 9.50% 9.50% - - 9.60%

Income Return

1-Year Rate 7.20% 7.70% - 5.80% 6.90%

3-Year Rate 7.40% 7.60% - 6.50% 7.20%

5-Year Rate 7.50% 8.10% - 6.80% 7.60%

10-Year Rate 8.70% 9.00% - - 8.50%

15-Year Rate 9.60% 9.10% - - 8.70%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 39% 30% 0% 23% 8%

3-Year Average 39% 29% 0% 23% 8%

5-Year Average 37% 27% 0% 22% 14%

10-Year Average 34% 22% 0% 15% 29%

15-Year Average 31% 22% 0% 10% 37%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $43 $132 $100 $66 $16 $357 

>$5 million $1,049 $249 $358 $390 $44 $2,089 

All $1,092 $380 $458 $455 $59 $2,445 

Unit Price Averages
<$5 million $77 $54 $79 $41,605 $25,187 -

>$5 million $136 $48 $145 $74,146 $46,498 -

All $105 $53 $91 $49,415 $34,066 -

Median of all $105 $46 $63 $39,150 $25,082 -

Capitalization rates (all)
Range 5.9 - 9.8 5.9 - 9.8 5.3 - 8.9 4.8 - 8 6.8 - 11.4 4.8 - 11.4

Average 7.8 7.8 7.1 6.4 9.1 7.6

Noteworthy Transactions
 

The 10,000-square-foot industrial property located at 
9010 Hall St. sold for a little more than $1 million, or about 
$120 per square foot, double the average price of $54 per 
square foot for area industrial properties selling for less 
than $5 million.
The Pierre Laclede Center, a 577,818-square-foot office 
property located at 7701 and 7733 Forsyth Blvd., sold for 
$75 million, or $171 per square foot, well above the aver-
age price of $136 per square foot for office properties in 
the area selling for more than $5 million.
The 12-unit apartment property located at 5349 Arsenal 
Ave. sold for approximately $422,000, or $35,208 per unit, 
less than the average of $41,605 per unit for apartment 
properties in the area selling for under $5 million.
A 73,000-square-foot office property located at 100 South 
Brentwood Blvd. sold for slightly more than $12 million, or 
approximately $170 per square foot, higher than the aver-
age price for properties in the area selling for above $5 
million.

■

■

■

■
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Office
RERC’s transaction analysis indi-
cates the average selling price of To-
ledo office space is $102 per square 
foot, lower than the regional and na-
tional averages of $111 per square 
foot and $167 per square foot, re-
spectively.

The average transaction-based 
capitalization rate for Toledo office 
properties is 7.4 percent, midway 
between the regional rate of 7.6 
percent and the national rate of 7.2 
percent. 

With the unemployment rate high, 
demand is not expected to increase 
for office properties. Capitalization 
rates may increase over the coming 
quarters.

Industrial
Industrial space in the Toledo area 
has an average sale price of $44 per 
square foot, slightly lower than the 
regional average of $49 per square 
foot, and about half the national av-
erage of $83 per square foot, accord-
ing to RERC’s transaction analysis.

Toledo industrial properties have an 
average capitalization rate of 7.9 
percent, higher than the regional 

■

■

■

■

and national averages of 7.8 percent 
and 7.4 percent, respectively.

The Toledo industrial market is seeing 
a high average capitalization rate and 
a low average price per square foot. 
This trend will most likely continue if 
demand for industrial space does not 
increase. 

Retail
The average price for retail space in 
the Toledo area is $120 per square 
foot, slightly lower than the regional 
price of $126 per square foot, and 
much lower than the national aver-
age price of $169 per square foot.

The average transaction-based 
capitalization rate for retail proper-
ties is 7.5 percent, higher than the 
regional and national average rates 
of 7.2 percent and 6.9 percent, re-
spectively.

The price of retail property in the Toledo 
market is low and the capitalization 
rate is high when compared to the 
national averages. With the population 
unchanged and if unemployment 
remains high, the demand for retail 
space will further decline, and as a 
result, fundamentals may decrease 
even more.

■

■

Apartment
RERC’s transaction analysis in-
dicates the average selling price 
of Toledo apartment properties is 
$38,934 per unit, lower than the 
regional and national averages of 
$67,913 per unit and $107,833 per 
unit, respectively.

Apartment properties in the Toledo 
area have an average capitaliza-
tion rate of 8.5 percent, drastically 
higher than the regional rate of 6.9 
percent and the national rate of 6.3 
percent.

The capitalization rate for apartment 
properties in the Toledo area is much 
higher than the regional and national 
market, reflecting the great amount 
of risk involved with investment in the 
market. 

■

■

All of the sectors within the Toledo commercial real estate 
market are seeing low prices and high capitalization 
rates. With the population not expected to grow much 
and with the unemployment rate higher than state 
and national levels, there is minimal new demand for 
commercial real estate.  

Demographics & Economy

Population: 
2006 (est.): 666,000
2011 (proj.): 669,000

Unemployment Rate:
Toledo - 6.0%
Ohio - 5.4%
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

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

Volume (in millions)
<$2 million $366 $734 $802 $793 $27 $2,721

$2-5 milion $511 $1,012 $1,071 $559 $173 $3,325

>$5 million $20,592 $3,963 $8,580 $5,780 $3,268 $42,183

All $21,449 $5,669 $10,417 $7,097 $3,463 $48,095

Unit Price Averages
<$2 million $72 $43 $80 $67,512 $26,791 –

$2-5 milion $125 $61 $196 $56,865 $38,901 –

>$5 million $146 $60 $199 $74,944 $106,884 –

All $111 $49 $126 $67,913 $77,324 –

Median of all $95 $41 $89 $53,063 $57,292 –

Capitalization Rates (All)
Range 5.3 - 10.5 5.3 - 11 5 - 9.5 4.1 - 10.6 6.3 - 12.3 4.1 - 12.3

Average 7.6 7.8 7.2 6.9 9.1 7.7
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Toledo Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)
Office Industrial Retail Apartment Hotel Total

Volume
<$5 million $23 $14 $37 $35 - $109 

>$5 million $48 $21 $37 $88 - $194 

All $71 $35 $75 $123 - $304 

Unit Price Averages
<$5 million $96 $41 $125 $36,748 - -

>$5 million $129 $63 $94 $43,703 - -

All $102 $44 $120 $38,934 - -

Median of all $95 $34 $90 $30,990 - -

Capitalization rates (all)
Range 5.6 - 9.3 5.9 - 9.9 5.6 - 9.4 6.4 - 10.6 - 6.4 - 11.4

Average 7.4 7.9 7.5 8.5 - 8.1

Noteworthy Transactions 
The 7,200-square-foot retail property located at 1722-
1734 West Laskey Road sold for $975,000, or $135 per 
square foot, slightly above the average price of $125 per 
square foot for retail properties in the area selling for less 
than $5 million.
Hunters Ridge, a 362-unit apartment property, sold for 
slightly under $8 million, or $23,000 per unit, slightly more 
than half the average price of $43,703 per unit for apart-
ment properties in the area selling for more than $5 mil-
lion. 
Miracle Manor, a 219-unit apartment property, sold for 
slightly more than $5 million, or $23,000 per unit, well be-
low the average price per unit for properties in the area 
selling for more than $5 million.
The 6,308-square-foot retail property located at 3750 Mon-
roe St. sold for $432,000, or $68 per square foot, slightly 
more than half the average price of $125 per square foot 
for retail properties in the area selling for less than $5 mil-
lion.

■

■

■

■



West Region

Denver  •  Honolulu  •  Las Vegas  •  Los Angeles  •  Phoenix  •  Portland  •  Sacramento
Salt Lake City  •  San Diego  •  San Francisco  •  Seattle  •  Tucson



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

WestMarketSnapshot

137

West Region Space Market
Office - 4Q-2006

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

Denver 85,958 14.6 374  $17.97 Gross

Honolulu 11,468 9.4 -35  $19.60 Net

Las Vegas 25,123 9.3 95  $24.07 Gross

Los Angeles 172,043 10.0 599  $27.69 Gross

Phoenix 62,912 11.8 667  $23.69 Gross

Portland 40,380 12.7 186  $19.76 Gross

Sacramento 40,912 15.5 106  $22.97 Gross

Salt Lake City 26,983 11.0 633  $17.36 Gross

San Diego 49,023 13.3 -55  $29.28 Gross

San Francisco 81,932 10.8 332  $29.78 Gross

Seattle 75,366 9.4 404  $24.20 Gross

Tucson 7,786 11.2 123  $20.67 Gross

Industrial - 4Q-2006

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

Denver 220,567 10.0 1,611  $5.88 Net

Las Vegas 79,615 5.5 1,458  $8.57 Net

Los Angeles 900,282 4.5 1,605  $7.53 Net

Phoenix 240,922 8.6 1,558  $8.43 Net

Portland 187,051 6.4 1,950  $5.57 Net

Sacramento 152,883 11.7 663  $6.28 Net

Salt Lake City 122,271 6.6 2,383  $4.40 Net

San Diego 182,584 8.7 1,006  $12.22 Net

San Francisco 100,614 6.3 1,386  $13.23 Net

Seattle 264,822 6.0 2,519  $7.41 Net

Tucson 33,272 6.2 639  $6.92 Net

Retail - 3Q-2006

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

Denver 39,656 9.7 183 $19.51

Honolulu 10,825 4.3 11 $28.87

Las Vegas 22,800 2.5 115 $25.78

Los Angeles 65,324 5.6 608 $25.06

Phoenix 58,674 7.1 511 $23.85

Portland 20,960 7.7 77 $20.67

Sacramento 22,375 6.3 17 $25.63

Salt Lake City 10,254 6.1 49 $13.54

San Diego 38,764 4.6 53 $25.12

San Francisco 10,216 4.2 -82 $17.59

Seattle 25,772 5.8 279 $20.40

Tucson 11,975 9.6 0 $15.69

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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WestRegionTransactionBreakdown

West Regional Analysis - 4Q 2006
RERC Price vs. Risk Assessment

Office
Strong Upside Denver

Fully Priced San Francisco

Industrial
Strong Upside Tucson

Fully Priced Sacramento

Retail
Strong Upside Denver

Fully Priced Honolulu

Apartment
Strong Upside Honolulu

Fully Priced Salt Lake City

Hotel
Strong Upside Phoenix

Fully Priced Portland
*Relative earnings are based on RERC’s economic cashflow fore-
cast. 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
West Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)

Office Industrial Retail Apartment Hotel Total

Volume (in millions)

<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages

<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)

Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

■ Although the average price per unit for hotel 
properties in the West region is slightly higher 
than the average price per unit for hotel prop-
erties on a national basis, the average trans-
action-based capitalization rate for the West 
region is substantially lower than the national 
average. This indicates a slightly higher return 
on the sale of hotel properties in the West re-
gion compared to returns on sales nationally.

■ Average sale prices for all property types in 
the West region are higher than those reported 
nationally. Average transaction-based capital-
ization rates in the West region for all property 
types are lower than those nationally.
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Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

West Region Office Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Denver $130 7.0

Honolulu $242 6.3

Las Vegas $246 6.7

Los Angeles $228 6.3

Phoenix $167 6.8

Portland $139 7.1

Sacramento $201 7.0

Salt Lake City $116 7.5

San Diego $245 6.4

San Francisco $250 7.1

Seattle $211 6.6

Tucson $140 7.7

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



��Investment Trends
Quarterly

Copyright® 2007 by Real Estate Research Corporation (RERC) and the CCIM Institute.

IndustrialPropertySector

Average Price Per Sq. Ft. - 4Q 2006

Average Capitalization Rate - 4Q 2006

West Region Industrial Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Denver $79 7.1

Honolulu $137 7.3

Las Vegas $149 7.1

Los Angeles $131 6.5

Phoenix $97 7.3

Portland $95 7.1

Sacramento $110 7.4

Salt Lake City $63 7.2

San Diego $152 6.7

San Francisco $134 7.0

Seattle $112 6.8

Tucson $71 7.0

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

West Region Retail Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Denver $157 6.8

Honolulu $295 5.8

Las Vegas $249 6.5

Los Angeles $256 6.1

Phoenix $203 6.6

Portland $174 6.7

Sacramento $265 6.4

Salt Lake City $125 7.7

San Diego $261 6.0

San Francisco $277 6.1

Seattle $192 6.4

Tucson $142 7.5

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

West Region Apartment Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Denver $74,082 6.1

Honolulu $177,866 6.1

Las Vegas $85,380 5.7

Los Angeles $147,969 5.2

Phoenix $80,283 5.7

Portland $72,989 6.2

Sacramento $96,449 5.9

Salt Lake City $69,796 6.6

San Diego $154,284 5.5

San Francisco $180,778 5.1

Seattle $124,951 5.5

Tucson $66,628 6.5

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

West Region Hotel Transaction Averages (Jan. 1, 2006 - Dec. 31, 2006)
Price/Unit Cap Rate

Denver $106,225 9.0

Honolulu $166,836 8.4

Las Vegas $136,312 8.4

Los Angeles $151,848 8.2

Phoenix $119,266 8.2

Portland $29,353 8.4

Sacramento $74,631 7.6

Salt Lake City $92,970 8.3

San Diego $153,071 8.4

San Francisco $167,755 8.4

Seattle $96,157 8.8

Tucson $71,195 8.3

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
Denver office market fundamentals 
were strong for fourth quarter 2006. 
Office employment growth led to a de-
crease in the vacancy rate. Absorption 
is expected to further increase due to 
heightened demand for Denver office 
space.

RERC’s transaction analysis indicates 
that the average sale price of office 
space in the Denver area is $130 per 
square foot, much less than the West 
regional average of $191 per square 
foot and slightly less than the national 
average of $167 per square foot. 

RERC’s transaction-based capitaliza-
tion rate for Denver office properties is 
7.0 percent, between the regional and 
national average capitalization rates.

CCIM designees and candidates rated 
Denver’s office sector performance at 
8.0 on a scale of 1 to 10, with 10 being 
high.

Although it appears population growth 
will slow slightly, the unemployment rate 
in the Denver area remains below the 
national average and more job growth 
is expected. As these factors continue 
to sustain the area economy, demand 
for office space will likely increase even 
more. With an average capitalization rate 
lower than the national average and office 
space priced well below the national 
average, there is some upside potential 
for office investment in the Denver area. 
 

Industrial
Denver’s industrial market fundamen-
tals continued to strengthen during 

■

■

■

■

■

fourth quarter 2006, showing 
high positive absorption and 
increasing rental rates. Avail-
ability rates were at the lowest 
recorded level since 2000.

The Denver industrial market 
selling price is $79 per square 
foot on average, significantly 
lower than the West regional 
average of $113 per square foot, ac-
cording to RERC’s transaction analysis 
for fourth quarter 2006.

The average capitalization rate for 
Denver’s industrial sector is 7.1 per-
cent, slightly higher than the regional 
average of 7.0 percent, but below the 
national average of 7.4 percent.

CCIM designees and candidates rated 
the performance of the Denver indus-
trial sector at 8.0 on a scale of 1 to 10, 
with 10 being high.

Improving fundamentals and increasing 
investments should push Denver 
industrial property prices higher and more 
in line with both national and regional 
prices. As prices increase, the average 
capitalization rate may also decrease.

Retail
RERC’s transaction analysis indicates 
retail space in the Denver area is sell-
ing for an average price of $157 per 
square foot, compared to the West re-
gional average of $209 per square foot 
and the national average price of $169 
per square foot.

The average capitalization rate for re-
tail properties in the Denver area is 

■

■

■

■

■

6.8 percent, slightly above the regional 
average of 6.6 percent, and just below 
the national retail average capitaliza-
tion rate of 6.9 percent.

CCIM designees and candidates rated 
the performance of the Denver area re-
tail market for the coming year at 8.0 on 
a scale of 1 to 10, with 10 being high.

Although population growth in the Denver 
area will be minimal in the next 5 years, 
the outlook for the retail market still 
remains positive, with a projected slight 
increase in demand. 

Apartment
Apartment market fundamentals for 
the Denver area improved in fourth 
quarter 2006, with vacancy rates fall-
ing sharply and absorption and rental 
rates increasing.

RERC’s transaction analysis shows 
that the Denver apartment average 
selling price is $74,082 per unit, much 
lower than both than regional average 
of $127,901 price per unit and the na-
tional average of $107,833 per unit.

The Denver area’s average transac-
tion-based capitalization rate is 6.1 
percent, about midway between the 
regional and national averages of 

■

■

■

■

Although fairly low compared to national and regional 
levels, Denver commercial real estate prices may 
improve, with survey respondents believing the 
economy in the area will perform above average, helping 
to increase demand.

Demographics & Economy

Population: 
2006 (est.): 2.5 million
2011 (proj.): 2.6 million

Unemployment Rate:
Denver - 4.0%
Colorado - 3.9%
National - 4.5%

Economic Performance Rating*:
Denver - 7.0
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

5.8 percent and 6.3 percent, respec-
tively.

CCIM designees and candidates 
rated the performance of the Denver 
apartment market at 9.0 on a scale of 
1 to 10, with 10 being high.

With a near-perfect performance rating, 
there is a great deal of confidence in 
the Denver area apartment market, and 
with a price and average capitalization 
rate lower than national averages, the 
market is offering some upside potential. 
As fundamentals continue to improve 
with population growth, and as more 
investment capital flows in, the average 
price per unit will likely increase, and 
the average capitalization rate should 
decrease. 

Hotel
RERC’s transaction analysis indi-
cates hotel properties in the Denver 
area are selling at an average price 
of $106,225 per unit, lower than the 
West regional average of $117,874 
per unit and the national average of 
$110,713 per unit.

The average capitalization rate in 
the Denver area hotel market is 9.0 
percent, somewhat higher than the 
regional average of 8.4 percent and 
the national average of 8.7 percent.

CCIM designees and candidates 
rated the performance of the Denver 
hotel market at 8.0 on a scale of 1 to 
10, with 10 being high. 

The average price per unit in the 
Denver hotel market is lower than the 
regional and national average prices 
and the capitalization rate is higher, but 
confidence in the hotel market is high, 
indicating survey respondents believe 
prices may increase. 

■

■

■

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

Total Returns: 

1-Year Rate 16.30% 15.90% 16.60% 11.80% 14.70%

3-Year Rate 14.90% 14.50% 17.90% 10.60% 13.90%

5-Year Rate 8.20% 11.70% 19.10% 9.00% 10.30%

10-Year Rate 11.50% 13.30% 12.60% 11.20% 11.50%

15-Year Rate 8.50% - 9.80% - 9.20%

Income Return

1-Year Rate 5.70% 6.30% 6.20% 5.00% 5.80%

3-Year Rate 6.80% 7.00% 6.70% 5.10% 6.40%

5-Year Rate 7.30% 7.50% 7.70% 5.50% 7.00%

10-Year Rate 8.00% 8.50% 8.30% 7.20% 7.90%

15-Year Rate 7.80% - 8.70% - 8.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 30% 7% 21% 38% 5%

3-Year Average 37% 7% 21% 31% 4%

5-Year Average 41% 8% 21% 27% 3%

10-Year Average 47% 6% 21% 24% 2%

15-Year Average 50% 4% 21% 21% 3%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $227 $333 $222 $178 $12 $973 

>$5 million $4,369 $382 $1,043 $1,994 $736 $8,523 

All $4,595 $716 $1,265 $2,172 $748 $9,496 

Unit Price Averages
<$5 million $114 $79 $144 $65,445 $42,983 -

>$5 million $142 $80 $184 $92,541 $111,975 -

All $130 $79 $157 $74,082 $106,225 -

Median of all $117 $70 $117 $63,725 $82,776 -

Capitalization rates (all)
Range 5.3 - 8.8 5.3 - 8.9 5.1 - 8.5 4.6 - 7.6 6.8 - 11.3 4.6 - 11.3

Average 7.0 7.1 6.8 6.1 9.0 7.2

Noteworthy Transactions 
The 196-room JW Marriott Denver at Cherry Creek hotel sold 
for approximately $72 million, or $367,347 per unit – more 
than three times the Denver hotel market average sale price 
of $111,975 per unit for properties in that price category.
The 29,000-square-foot industrial building located at 1920 
Market St. sold for around $3.3 million, or $114 per square 
foot, compared to the average price of $79 per square foot 
for other industrial properties in the area selling for less than 
$5 million.
The 656,334-square-foot Qwest Communications office lo-
cated at 1005 17th St. sold for about $108 million, or $165 
per square foot, compared to the area average of $142 per 
square foot for properties selling for more than $5 million.
The 512-unit Park Belmar apartment complex sold for ap-
proximately $73 million, or $142,870 per unit – considerably 
higher than the area average price of $92,541 per unit for 
properties selling in that price category.
The 76,884-square-foot retail property at 3331-3335 Arapa-
hoe Road sold for approximately $12.4 million, or $160 per 
square foot, compared to the average price of $184 per 
square foot for properties selling for more than $5 million.

■

■

■

■

■
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Office
The Honolulu office market has one 
of the lowest vacancy rates in the 
nation.

RERC’s transaction analysis in-
dicates the average sale price of 
Honolulu office space is $242 per 
square foot, compared to the re-
gional average of $191 per square 
foot and the national average of 
$167 per square foot. 

The average capitalization rate in 
the Honolulu area office market is 
6.3 percent, below both the region-
al average of 6.9 percent and the 
national average of 7.2 percent.

The Honolulu office sector is becoming 
a stronger force in the commercial 
real estate market with its higher 
prices. Pricing in the Honolulu office 
market is well above regional and 
national levels, which reflects lack of 
supply, and the quality and age of the 
properties that are being sold.  
 

Industrial
Industrial space in the Honolulu 
area is selling at an average price 
of $137 per square foot, well above 
the West regional average of $113 
per square foot and the national 
average of $83 per square foot, 
according to RERC’s transaction 
analysis.

■

■

■

■

In the Honolulu area, the average 
industrial capitalization rate is 7.3 
percent, higher than the West re-
gional average of 7.0 percent, but 
slightly lower than the national av-
erage rate of 7.4 percent. 

The capitalization rate for industrial 
properties in the Honolulu area is 
slightly below the national average 
and the average price per square foot 
is much higher.

Retail
Honolulu’s average price for retail 
space is $295 per square foot, con-
siderably higher than the West re-
gional average of $209 per square 
foot and the national average of 
$169 per square foot.

The transaction-based average 
capitalization rate for retail proper-
ties in the Honolulu area is 5.8 per-
cent, well below both the regional 
average of 6.6 percent and the na-
tional average of 6.9 percent. 

The Honolulu area has an average 
sale price for retail properties that 
is well above both the regional and 
national averages and an average 
capitalization rate that is much lower. 
There seems to be little room for 
the capitalization rate to decrease 
any further, but because the area 
economy is bolstered by the large 

■

■

■

amount of tourism, even if the retail 
market slows slightly, it will still remain 
strong.

Apartment
RERC’s transaction analysis indi-
cates apartment properties in the 
Honolulu area are selling at an av-
erage price of $177,866 per unit, 
much higher than both the West 
regional average of $127,901 per 
unit and the national average of 
$107,833 per unit. 

The average capitalization rate for 
the apartment sector is 6.1 percent, 
higher than the regional rate of 5.8 
percent, but below the national rate 
of 6.3 percent. 

If population and employment growth 
continue, even at a slow rate, demand 
should stay stable for Honolulu 
apartments, or possibly even rise 
slightly.

Hotel
According to RERC’s transaction 
analysis, the sale price of area ho-
tel properties is $166,836 per unit, 
much higher than the average re-
gional sale price of $117,874 per 
unit and the national average of 
$110,713 per unit.

The average capitalization rate for 
the Honolulu area and the West re-

■

■

■

■

Honolulu’s economy has always been and will continue 
to be based heavily on tourism. The area should continue 
to lure in companies into the area, and demand for office 
space and apartment units should increase, at least 
slightly, helping to make these properties slightly more 
valuable as their fundamentals improve.

Demographics & Economy

Population: 
2006 (est.): 900,000
2011 (proj.): 922,000

Unemployment Rate:
Honolulu - 1.6%
Hawaii - 1.6%
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

gion is 8.4 percent, slightly below 
the national average capitalization 
rate of 8.7 percent. 

With the amount of tourism in the 
area and the higher average price per 
square foot and lower capitalization 
rate, Honolulu area hotel properties 
are expected to hold value.
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NCREIF Real Estate Index Returns - 4Q 2006
Office Industrial Retail Apartment Average

Total Returns: 

1-Year Rate - - 17.40% - 26.70%

3-Year Rate - - - - 19.10%

5-Year Rate - - - - 13.20%

10-Year Rate - - - - 0.00%

15-Year Rate - - - - 0.00%

Income Return

1-Year Rate - - 7.10% - 7.10%

3-Year Rate - - - - 7.80%

5-Year Rate - - - - 8.00%

10-Year Rate - - - - 0.00%

15-Year Rate - - - - 0.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 0% 52% 0% 48%

3-Year Average 0% 0% 25% 0% 75%

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

10-Year Average 0% 0% 0% 0% 100%

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

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $18 $32 $10 $86 - $145 

>$5 million $195 $70 $284 $159 $572 $1,281 

All $212 $102 $294 $245 $575 $1,429 

Unit Price Averages
<$5 million $235 $125 $357 $171,754 - -

>$5 million $247 $195 $271 $237,774 $166,114 -

All $242 $137 $295 $177,866 $166,836 -

Median of all $240 $127 $245 $164,803 $156,635 -

Capitalization rates (all)
Range 4.7 - 7.9 5.5 - 9.1 4.4 - 7.3 4.6 - 7.6 6.3 - 10.5 4.6 - 10.5

Average 6.3 7.3 5.8 6.1 8.4 6.8

Noteworthy Transactions 
The 33,000-square-foot office property located at 614 Kapa-
hulu Ave. sold for $8.2 million, or around $250 per square 
foot, comparable to the average sale price of $247 per square 
foot for properties selling for more than $5 million.
The Manoa Marketplace, located at 2752 Woodlawn Drive 
and comprised of 140,000 square feet of retail space, sold 
for approximately $25 million, or $179 per square foot, well 
below the average sale price of $271 per square foot for prop-
erties in this price category.
The 24-unit apartment building located at 1628 Poki St. sold 
for around $4.5 million, or $185,833 per unit, slightly higher 
than the area average price of $171,754 per unit for proper-
ties selling below $5 million.
A 275,000-square-foot industrial property located at 875 
Waimanu St. sold for $35 million, or $127 per square foot, 
below the average sale price of $195 per square foot for prop-
erties selling over $5 million.
Alakea Corporate Tower, a 5,327-square-foot office property, 
sold for slightly over $2 million, or $384 per square foot, well 
above the area average sale price of $235 per square foot for 
office properties selling for less than $5 million.

■

■

■

■

■
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Office
The Las Vegas office market funda-
mentals were mixed during fourth 
quarter 2006. Vacancy rates increased 
slightly due to new construction, how-
ever, the rate still remains at one of 
the lowest levels seen in recent years. 
Net absorption remained positive but 
decreased slightly from last quarter, 
and rental rates also increased slightly. 
Fundamentals should improve in 2007, 
as new construction slows.

RERC’s transaction analysis indicates 
the average sale price of Las Vegas 
office space is $246 per square foot, 
significantly higher than the regional 
average price of $191 per square foot 
and the national average of $167 per 
square foot. 

The average transaction-based capi-
talization rate for Las Vegas office 
properties is 6.7 percent, less than the 
regional average rate of 6.9 percent 
and the national rate of 7.2 percent. 

CCIM designees and candidates rated 
the performance of the Las Vegas of-
fice sector at 5.5 on a scale of 1 to 10, 
the lowest rating given to any of the five 
property types in the Las Vegas area.

Although office fundamentals in the 
Las Vegas area have seen a slight 
slowdown, they remain at strong levels. 
The market is starting to stabilize, with 
new construction and demand slowing, 
thereby increasing the capitalization rate 
and forcing prices lower and more in line 
with national averages. 
 

Industrial
The industrial market fundamentals 
remain strong in the Las Vegas area. 

■

■

■

■

■

Availability declined slightly 
during fourth quarter 2006, as 
demand increased due in large 
part to business expansions in 
the area. Absorption increased 
considerably.

The average price of industrial 
space in Las Vegas is $149 per 
square foot, higher than the re-
gional average of $113 and the 
national average of $83 per square 
foot, according to RERC’s transaction 
analysis.

The average capitalization rate for the 
Las Vegas industrial market is 7.1 per-
cent, between the West regional and 
national average capitalization rates of 
7.0 percent and 7.4 percent, respec-
tively.

CCIM designees and candidates rated 
the Las Vegas industrial market at 9.0 
on a scale of 1 to 10, with 10 being 
high. CCIM respondents also remarked 
that the new investment trends in the 
Las Vegas area were owner-as-user 
industrial buildings and multiple-tenant 
industrial facilities.

Although the fundamentals of the industrial 
market in the Las Vegas area improved 
slightly during fourth quarter 2006, land 
for new development remains expensive, 
which will tighten supply and further 
improve fundamentals during the coming 
quarters. Currently, property prices in the 
area are high, with a capitalization rate 
that remains fairly high as well.

Retail
Las Vegas retail fundamentals are 
strong. Population growth and a low 
unemployment rate in the area helped 

■

■

■

■

to increase consumer spending and 
keep vacancy rates low, as demand for 
retail space climbed. Absorption was 
positive, causing limited retail availabil-
ity and forcing rents higher.

RERC’s transaction analysis indicates 
the average selling price for retail prop-
erties is $249 per square foot, higher 
than the regional and national aver-
ages. 

The average capitalization rate for the 
Las Vegas retail market is 6.5 percent, 
slightly less than the regional average 
of 6.6 percent.

CCIM designees and candidates gave 
the Las Vegas retail market a perfor-
mance rating of 10 on a scale of 1 to 
10, with 10 being high, showing the ut-
most confidence in the Las Vegas retail 
market for the upcoming year.

The price of retail space in the Las Vegas 
area is higher than both regional and 
national averages and the capitalization 
rate is lower. With population and job 
growth expected to continue, demand for 
retail space will likely continue to grow, 
possibly adding more value to retail 
properties.

■

■

■

With one of the fastest-growing populations in the 
U.S. and a low unemployment rate, all signs point to a 
continued strong Las Vegas economy and commercial 
real estate market. The apartment market is expected to 
see the strongest growth. However, all sectors should 
continue to see strong performances over the next 
year.

Demographics & Economy

Population: 
2006 (est.): 1.8 million
2011 (proj.): 2.3 million

Unemployment Rate:
Las Vegas - 4.2%
Nevada - 4.2%
National - 4.5%

Economic Performance Rating*:
Las Vegas - 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.
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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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

Apartment
RERC’s transaction analysis indicates 
that properties within the Las Vegas 
apartment market are selling at an 
average of $85,380 per unit, which is 
significantly lower than the regional 
average of $127,901 per unit and the 
national average of $107,833 per unit. 

The average capitalization rate for the 
Las Vegas area is 5.7 percent for the 
apartment sector, lower than the West 
regional and national averages.  

CCIM designees and candidates gave 
the Las Vegas apartment market a per-
formance rating of 10 on a scale of 1 
to 10, with 10 being high, showing ex-
tremely high confidence in the market.

The average price and capitalization 
rate in the Las Vegas apartment market 
are well below both the regional and 
national averages. Fundamentals in the 
market should improve with the expected 
population and job growth over the next 
5 years.

Hotel
RERC’s transaction analysis indicates 
that properties within the Las Vegas 
hotel market are selling for an aver-
age price of $136,312 per unit, com-
pared with the regional average price 
of $117,874 per unit and the national 
average price of $110,713 per unit. 

The average capitalization rate for the 
Las Vegas area is 8.4 percent, equal 
to the regional average and below the 
national average of 8.7 percent.

■

■

■

■

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

Total Returns: 

1-Year Rate - 21.20% 6.90% 27.30% 18.50%

3-Year Rate - 17.70% - 24.00% 21.20%

5-Year Rate - 14.70% - 17.70% 16.10%

10-Year Rate - - - 12.40% 12.00%

15-Year Rate - - - 11.70% 10.40%

Income Return

1-Year Rate - 6.90% 5.80% 7.00% 6.60%

3-Year Rate - 7.60% - 7.60% 6.90%

5-Year Rate - 6.70% - 7.70% 6.90%

10-Year Rate - - - 8.20% 7.80%

15-Year Rate - - - 8.40% 7.90%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 4% 10% 36% 49% 1%

3-Year Average 1% 11% 12% 56% 20%

5-Year Average 1% 16% 7% 53% 22%

10-Year Average 0% 17% 4% 52% 27%

15-Year Average 0% 11% 2% 51% 35%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $112 $193 $169 $71 $33 $578 

>$5 million $717 $639 $941 $2,167 $1,536 $6,001 

All $829 $832 $1,110 $2,239 $1,570 $6,579 

Unit Price Averages
<$5 million $249 $143 $207 $76,728 $48,215 -

>$5 million $242 $166 $288 $91,115 $273,351 -

All $246 $149 $249 $85,380 $136,312 -

Median of all $226 $141 $215 $77,386 $63,636 -

Capitalization rates (all)
Range 5 - 8.4 5.3 - 8.9 4.9 - 8.1 4.3 - 7.1 6.3 - 10.5 4.3 - 10.5

Average 6.7 7.1 6.5 5.7 8.4 6.9

Noteworthy Transactions 
■ The 344-unit Sunrise Mountain Apartments, located at 5250 

Stewart Ave., sold for $40 million, or around $116,000 per unit, 
higher than the average of $91,115 per unit for apartments in 
the area selling over $5 million.

■ The 168-room Emerald Suites Nellis hotel sold for $15.75 
million, or around $94,000 per unit – less than half the area 
average of $273,351 per unit for hotels selling in excess of 
$5 million.

■ The 174,000-square-foot office property located at 6021 
West Cheyenne Ave. sold for $22 million, or around $130 per 
square foot, about half the area average price of $242 per 
square foot for office properties in that price category.

■ The industrial property located at 4335 Dean Martin Drive and 
containing 231,185 square feet sold for approximately $68.5 
million, or $296 per square foot, well above the area average 
of $166 per square foot for properties selling over $5 million.

■ Charleston Commons, a 337,489-square-foot retail center, 
sold for around $76.6 million, or $227 per square foot, in line 
with the Las Vegas average sale price of $228 per square 
foot for retail properties in that price category.
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Office
Office fundamentals in the Los Angeles 
area were strong during fourth quarter 
2006, with vacancy rates falling and 
average rental rates rising, largely due 
to an increase in demand.

RERC’s transaction analysis indicates 
that office properties in the Los Ange-
les area are selling for an average of 
$228 per square foot, above the West 
regional average of $191 per square 
foot and the national average of $167 
per square foot.

RERC’s average capitalization rate for 
the Los Angeles office market is 6.3 
percent, well below the national aver-
age of 7.2 percent, and 60 basis points 
less than the regional average.

CCIM designees and candidates gave 
the Los Angeles office market a perfor-
mance rating of 8.0 out of 10, with 10 
being high, the lowest rating given to 
any of the property types within the Los 
Angeles area, but still high overall.

Several CCIM designees and candi-
dates stated that the office market was 
very active during fourth quarter 2006, 
and seemed to have ample space to 
meet demand.

Office properties in the Los Angeles 
area are selling, on average, at a much 
higher price per square foot than either 
the regional or national averages, and 
the average capitalization rate for those 
properties is much lower. Investors can 
expect capitalization rates to stay fairly 
stable, and steady demand should keep 
the overall value of the properties high. 

■

■

■

■

■

Industrial
Most fundamentals in the Los 
Angeles industrial market re-
mained unchanged, except for 
net absorption, which increased 
considerably during fourth quar-
ter 2006.  

The average price for industrial 
space in the Los Angeles area 
is $131 per square foot, significantly 
above the national average of $83 per 
square foot. The Los Angeles average 
is also higher than the West regional 
average of $113 per square foot, ac-
cording to RERC’s transaction analy-
sis.

The average capitalization rate for the 
Los Angeles industrial sector is 6.5 per-
cent, well below both the regional av-
erage of 7.0 percent and the national 
average of 7.4 percent. 

CCIM designees and candidates gave 
the Los Angeles industrial market an 
average performance rating of 9.0 out 
of 10, with 10 being high, stating the 
area will see increasing fundamentals 
stimulated by decreasing inventory and 
high demand during the next year.

Even with slowing fundamentals, investors 
remain positive about the Los Angeles 
industrial market, the busiest port city in 
the U.S. Also, many believe that slowing 
fundamentals seen during fourth quarter 
2006 will reverse themselves during 
2007. Although pricey, the Los Angeles 
industrial market will likely remain a 
stable investment.

■

■

■

■

Retail
RERC’s transaction analysis indicates 
that the sale price for retail properties 
in the Los Angeles area is $256 per 
square foot, well above the national 
average of $169 per square foot.

The average transaction-based capi-
talization rate for the Los Angeles area 
is 6.1 percent, quite a bit lower than the 
regional average of 6.6 percent and the 
national average of 6.9 percent.

CCIM designees and candidates gave 
the retail market a performance rating 
of 9.7 on a scale of 1 to 10, with 10 
being high, stating current trends are 
pointing toward lower vacancy rates 
and strong rental rate increases.

With strong retail property sales, the Los 
Angeles area has an average capitalization 
rate well below the West regional and 
national rates. Although prices in the 
area are higher, capitalization rates are 
very low. There are high performance 
expectations for this market, including 
improved fundamentals that will help to 
increase the value of these properties.

Apartment
RERC’s transaction analysis indicates 
Los Angeles apartment properties are 

■

■

■

■

Although all of the property sectors in the Los Angeles 
market have prices that are well above both regional 
and national levels, they also have capitalization rates 
that are below average. These rates are lower due to 
higher values, better fundamentals, less risk, and 
many other factors, all contributing to making the Los 
Angeles commercial real estate market a solid place for 
investment.

Demographics & Economy

Population: 
2006 (est.): 13.2 million
2011 (proj.): 13.9 million

Unemployment Rate:
Los Angeles - 3.9%
California - 4.6%
National - 4.5%

Economic Performance Rating*:
Los Angeles - 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.
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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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

selling for an average price of $147,969 
per unit, higher than the regional aver-
age of $127,901 per unit and the na-
tional average of $107,833 per unit.

The average capitalization rate for the 
apartment sector is 5.2 percent, con-
siderably lower than the regional av-
erage of 5.8 percent and the national 
average of 6.3 percent.

CCIM designees and candidates gave 
the apartment market in Los Angeles 
an average performance rating of 10 
on a scale of 1 to 10, indicating great 
confidence in the performance of the 
market over the coming year.

The average capitalization rate for the 
apartment sector in the Los Angeles 
area is well below the regional and 
national averages. The area is expected 
to see increases in population, possibly 
fueling demand and keeping the sector 
performing above average.

Hotel
RERC’s transaction analysis indicates 
that hotel properties in the Los An-
geles area are selling on average for 
$151,848 per unit, significantly higher 
than the regional average of $117,874 
per unit and the national average of 
$110,713 per unit.

The average capitalization rate for the 
hotel sector is 8.2 percent, 20 to 50 ba-
sis points below the regional and na-
tional average capitalization rates.

CCIM designees and candidates 
rated the Los Angeles hotel sector’s 
economic performance at 10 on a 
scale of 1 to 10, showing that they 
feel the market will excel over the 
next year.

■

■

■

■

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

Total Returns: 

1-Year Rate 22.00% 22.20% 13.20% 18.10% 20.10%

3-Year Rate 19.40% 21.20% 16.70% 16.90% 19.10%

5-Year Rate 14.00% 17.40% 20.50% 15.80% 15.70%

10-Year Rate 14.00% 16.20% 16.70% - 14.80%

15-Year Rate 8.60% 11.70% 11.80% - 10.00%

Income Return

1-Year Rate 5.00% 6.40% 5.90% 4.60% 5.50%

3-Year Rate 6.00% 7.10% 6.70% 4.90% 6.30%

5-Year Rate 6.80% 7.60% 7.40% 5.40% 7.00%

10-Year Rate 7.50% 8.40% 8.10% - 7.80%

15-Year Rate 7.70% 8.70% 7.90% - 8.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 42% 28% 15% 13% 2%

3-Year Average 41% 32% 13% 13% 1%

5-Year Average 42% 32% 12% 12% 1%

10-Year Average 44% 32% 16% 7% 1%

15-Year Average 41% 31% 21% 5% 2%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $538 $1,317 $928 $2,681 $65 $5,529 

>$5 million $9,957 $3,882 $3,915 $5,693 $3,252 $26,699 

All $10,495 $5,199 $4,843 $8,374 $3,317 $32,228 

Unit Price Averages
<$5 million $203 $134 $216 $141,704 $74,225 -

>$5 million $249 $123 $336 $190,653 $183,129 -

All $228 $131 $256 $147,969 $151,848 -

Median of all $208 $120 $211 $131,250 $94,619 -

Capitalization rates (all)
Range 4.7 - 7.9 4.9 - 8.1 4.6 - 7.6 3.9 - 6.5 6.2 - 10.3 3.9 - 10.3

Average 6.3 6.5 6.1 5.2 8.2 6.5

Noteworthy Transactions 
LNR Warner Center, an 808,274-square-foot office property, 
sold for $311 million, or around $385 per square foot, quite a 
bit higher than the average price of $249 per square foot for 
properties in the area selling for above $5 million.
The 78-unit Deauville Apartments complex sold for $33 mil-
lion, or approximately $423,075 per unit, more than twice the 
average sale price of $190,653 per unit for apartment proper-
ties selling above $5 million in the Los Angeles area.
The 10,800-square-foot retail property located at 10935 Wey-
burn Ave. sold for $5.3 million, or around $490 per square 
foot, considerably higher than the average sale price of $336 
per square foot for properties selling for more than $5 mil-
lion.
The industrial building at 901 South Alameda St. sold for $9.6 
million, or $243 per square foot, double the area’s average 
sale price of $123 per square foot for properties selling in that 
price category. 
The 700,000-square-foot office property located at the inter-
section of 190th St. and Figueroa Street sold for $75 million, 
or $107 per square foot, well below the area’s average sale 
price of $249 per square foot for properties selling above $5 
million.

■

■

■

■

■
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Office
The Phoenix area office market 
fundamentals improved slightly during 
fourth quarter 2006. Net absorption 
remained positive, vacancy remained 
stable, and rental rates increased.

RERC’s transaction analysis indicates 
that properties in the Phoenix office 
sector are selling for an average price 
of $167 per square foot, equal to the 
national average, but slightly lower than 
the West regional average of $191 per 
square foot.  

The average transaction-based 
capitalization rate for the Phoenix area 
is 6.8 percent, in line with the regional 
average of 6.9 percent and slightly 
lower than the national average of 7.2 
percent.  

CCIM designees and candidates gave 
the Phoenix area office market an 
average performance rating of 8.5 on a 
scale of 1 to 10, with 10 being high.

An average sale price equal to the 
national average, coupled with an 
average capitalization rate well below 
the national average, make the Phoenix 
office market an area with some upside 
potential Market fundamentals continue 
to improve and should remain strong 
over the coming year. 
 

Industrial
Although absorption and asking 
rents decreased slightly during fourth 

■

■

■

■

■

quarter 2006, the availability 
rate was stable, and in general, 
the Phoenix industrial market 
remains strong. 

RERC’s transaction analysis indicates 
that industrial space in the Phoenix 
area is selling for an average price of 
$97 per square foot, lower than the 
regional average of $113 per square 
foot, but higher than the national 
average of $83 per square foot. 

The average capitalization rate for 
industrial property in the Phoenix area 
is 7.3 percent, higher than the regional 
average of 7.0 percent and slightly 
lower than the national average of 7.4 
percent.

CCIM designees and candidates 
gave the industrial market an average 
performance rating of 8.3 on a scale of 
1 to 10, with 10 being high.

With an average price per square foot 
slightly higher than the national average, 
but a lower average capitalization rate, 
the Phoenix area industrial market seems 
to be balancing out. Little growth is 
expected for the industrial market during 
the next year.

Retail
RERC’s transaction analysis indicates 
that retail properties in the area are 
selling for approximately $203 per 
square foot, comparable to the West 
regional average of $209 per square 

■

■

■

■

feet, but higher than the national 
average of $169 per square foot.

The average capitalization rate for the 
retail sector in the Phoenix area is 6.6 
percent, equal to the regional average 
but 30 basis points lower than the 
national average of 6.9 percent.

CCIM designees and candidates gave 
the retail market in the Phoenix area a 
perfect performance rating of 10 out of 
10.

Average prices and capitalization rates 
are nearly equal to those of the region, and 
with an expected increase in population 
and continued strong employment, the 
area should see improvement in retail 
property fundamentals.

Apartment
RERC’s transaction analysis indicates 
that the Phoenix area average price per 
unit for apartments is $80,283, quite a 
bit less than the regional average price 
of $127,901 per unit and the national 
average price of $107,833 per unit.

The average capitalization rate for 
the Phoenix apartment market is 5.7 
percent, compared with the regional 
rate of 5.8 percent and the national rate 
of 6.3 percent.

■

■

■

■

The Phoenix commercial real estate market is expected 
to remain strong due to healthy economic performance, 
including strong population growth and employment. 
The retail and apartment markets should see the most 
benefit from the population growth, while the office and 
industrial markets should see the most benefit from 
strong employment. 

Demographics & Economy

Population: 
2006 (est.): 4.0 million
2011 (proj.): 4.7 million

Unemployment Rate:
Phoenix - 3.3%
Arizona - 3.8%
National - 4.5%

Economic Performance Rating*:
Phoenix - 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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

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

With much confidence in the Phoenix 
market and the expected population 
growth, demand for rental units will likely 
increase, possibly increasing prices.

Hotel
RERC’s transaction analysis indicates 
that hotel properties in the Phoenix 
area are selling at an average price 
of $119,266 per unit, in line with both 
the West regional average of $117,874 
and the national average of $110,713 
per unit.

The average capitalization rate in the 
Phoenix area for hotel properties is 8.2 
percent, lower than either the regional 
average of 8.4 percent or the national 
average of 8.7 percent.

The average sale price for hotel properties 
in the Phoenix area is higher than the 
national average and the capitalization 
rate is much lower. The area economy is 
expected to remain strong into 2007.

■

■

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

Total Returns: 

1-Year Rate 24.50% 17.80% 13.30% 22.90% 18.40%

3-Year Rate 25.30% 19.50% 16.60% 24.80% 20.50%

5-Year Rate 17.10% 14.20% 18.80% 17.50% 16.90%

10-Year Rate 13.40% 13.80% 14.40% 13.40% 13.60%

15-Year Rate - 11.80% 11.70% 13.30% 12.10%

Income Return

1-Year Rate 6.20% 6.50% 6.60% 5.80% 6.50%

3-Year Rate 7.40% 6.90% 7.20% 5.60% 7.00%

5-Year Rate 7.60% 7.60% 7.90% 6.00% 7.40%

10-Year Rate 8.00% 8.30% 8.10% 7.10% 7.90%

15-Year Rate - 9.10% 8.00% 7.90% 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 20% 12% 43% 22% 3%

3-Year Average 26% 12% 38% 20% 3%

5-Year Average 28% 13% 36% 20% 3%

10-Year Average 24% 12% 40% 21% 2%

15-Year Average 16% 15% 36% 27% 6%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $394 $512 $376 $243 $20 $1,545 

>$5 million $4,632 $1,283 $2,409 $4,625 $2,016 $14,965 

All $5,026 $1,794 $2,785 $4,868 $2,037 $16,510 

Unit Price Averages
<$5 million $142 $91 $179 $65,565 $46,657 -

>$5 million $200 $114 $233 $90,689 $130,730 -

All $167 $97 $203 $80,283 $119,266 -

Median of all $149 $88 $169 $69,815 $87,145 -

Capitalization rates (all)
Range 5.1 - 8.5 5.5 - 9.1 5 - 8.3 4.3 - 7.1 6.2 - 10.3 4.3 - 10.3

Average 6.8 7.3 6.6 5.7 8.2 6.9

Noteworthy Transactions 
First Commerce Center, a 384,683-square-foot industrial 
property, sold for approximately $33 million, or around $85 
per square foot, well below the average price of $114 per 
square foot for industrial properties in the area selling for 
more than $5 million.
Camelback Lakes, an office property containing 203,794 
square feet, sold for slightly more than $50 million, or around 
$245 per square foot, higher than the average of $200 per 
square foot for office properties in the area selling for more 
than $5 million.
The 672-unit Autumn Ridge Apartments sold for approximately 
$53 million, or nearly $78,000 per unit, below the average 
of $90,689 per unit for apartment properties in this price 
category.
The retail property located at 15265 South 48th St. and 
comprised of 15,308 square feet sold for approximately $7 
million, or $423 per square foot, significantly greater than the 
average price of $233 per square foot for retail properties in 
the area selling for more than $5 million. 
The 106-room Hampton Inn Airport Hotel sold for slightly 
more than $12 million, or nearly $116,000 per unit, less than 
the average price of $130,730 per unit for properties in this 
price category.

■

■

■

■

■
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Office
RERC’s transaction analysis indi-
cates that the average sale price of 
office space in the Portland area was 
$139 per square foot, well below the 
regional average of $191 per square 
foot and the national average of $167 
per square foot. 

The average transaction-based capi-
talization rate for the Portland office 
market is 7.1 percent, comparable to 
the regional average of 6.9 percent, 
as well as the national average of 7.2 
percent.

CCIM designees and candidates rat-
ed the Portland area economic per-
formance a 6.5 on a scale of 1 to 10, 
with 10 being high. 

The Portland office market has a lower 
average capitalization rate and lower 
average price per square foot compared 
to national averages. Negligible 
amounts of growth in property values 
are expected over the coming quarters, 
due largely to the high unemployment 
rate in the area.
 

Industrial
The Portland industrial market fun-
damentals were strong during fourth 
quarter 2006, due in part to the in-
crease in industrial jobs through-
out the year. The availability rate 
continued to fall due to an increase 

■

■

■

■

in demand, and absorption 
nearly tripled in 2006. Rents 
are higher, and construction is 
expected to increase over the 
coming quarters.

RERC’s transaction analysis indi-
cates that Portland area industrial 
space is selling for an average price 
of $95 per square foot, slightly less 
than the West regional average price 
of $113 per square foot and slightly 
more than the national average of 
$83 per square foot.

The Portland area had an average 
capitalization rate of 7.1 percent, 
compared with the regional average 
of 7.0 percent, and the national aver-
age of 7.4 percent.

CCIM designees and candidates 
gave the Portland industrial market 
an average performance rating of 6.7 
on a scale of 1 to 10, with 10 being 
high.

The Portland area has always had a 
strong industrial market, and while the 
national industrial sector is experiencing 
a slowdown, the Portland area is seeing 
an increase. Fundamentals have 
improved overall. However, oversupply 
may be a concern if demand does not 
keep up with new construction coming 
on line.

■

■

■

Retail
According to RERC’s transaction 
analysis, Portland retail space is sell-
ing for an average price of $174 per 
square foot, slightly higher than the 
national average of $169 per square 
foot, but lower than the West regional 
average of $209 per square foot.

The Portland area retail sector has 
an average capitalization rate of 6.7 
percent, about midway between the 
national and regional average capi-
talization rates.

CCIM designees and candidates rat-
ed the performance of the Portland 
retail market at 5 on a scale of 1 to 
10, with 10 being high, the lowest rat-
ing given to any of the property types 
within the area.

 
With the U.S. economy seeing signs 
of a slowdown during the last couple 
quarters, the Portland retail sector 
was no exception. Currently, the area 
is seeing a slightly higher average 
sale price than the national average, 
and a capitalization rate lower than 
the national average, but with the 
unemployment rate slightly higher than 
the national average, the area may see 
retail property prices decline, bringing 

■

■

■

Due largely to a higher-than-average unemployment 
rate, the Portland commercial real estate market as a 
whole is expected to likely see decreasing demand, 
and as a result, declining fundamentals. The industrial 
sector, which has always been a strong force within 
the Portland commercial real estate market, should 
continue to do well, as long as construction does not 
overpower demand.

Demographics & Economy

Population: 
2006 (est.): 2.1 million
2011 (proj.): 2.3 million

Unemployment Rate:
Portland - 4.7%
Oregon - 5.2%
National - 4.5%

Economic Performance Rating*:
Portland - 8.0
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

West Region Transaction Breakdown (Jan. 1, 2006 - Dec. 31, 2006)

Office Industrial Retail Apartment Hotel Total
Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

the average sale price closer to national 
levels.

Apartment
RERC’s transaction analysis shows 
that apartment properties in the Port-
land area are selling for an aver-
age price of $72,989 per unit, lower 
than both the regional average of 
$127,901 per unit and the national 
average of $107,833 per unit.

The Portland apartment market has 
an average capitalization rate of 6.2 
percent, similar to the national aver-
age of 6.3 percent, and higher than 
the regional average of 5.8 percent.

CCIM designees and candidates 
gave the Portland apartment market 
an average performance rating of 7.0 
on a scale of 1 to 10, with 10 being 
high.   

 

■

■

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

Total Returns: 

1-Year Rate 23.70% 17.40% 12.00% 21.50% 17.20%

3-Year Rate 19.40% 14.70% 23.70% 13.60% 16.10%

5-Year Rate 13.60% 11.90% 20.50% 10.00% 12.60%

10-Year Rate 14.00% 13.40% - 9.90% 12.90%

15-Year Rate - - - 11.10% 10.70%

Income Return

1-Year Rate 6.80% 6.50% 6.30% 5.40% 6.50%

3-Year Rate 7.40% 6.90% 7.80% 5.50% 6.90%

5-Year Rate 8.20% 7.50% 8.60% 5.80% 7.40%

10-Year Rate 9.00% 8.60% - 6.80% 8.30%

15-Year Rate - - - 7.60% 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 22% 31% 22% 17% 7%

3-Year Average 24% 37% 17% 19% 3%

5-Year Average 23% 38% 16% 22% 2%

10-Year Average 25% 31% 12% 25% 7%

15-Year Average 16% 22% 8% 24% 29%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $61 $135 $35 $231 - $461 

>$5 million $322 $633 $139 $480 - $1,573 

All $382 $767 $174 $711 - $2,035 

Unit Price Averages
<$5 million $129 $88 $141 $70,729 - -

>$5 million $153 $120 $225 $86,705 - -

All $139 $95 $174 $72,989 - -

Median of all $130 $80 $148 $69,825 - -

Capitalization rates (all)
Range 5.3 - 8.9 5.3 - 8.9 5 - 8.4 4.7 - 7.8 - 4.7 - 10.5

Average 7.1 7.1 6.7 6.2 - 7.1

Noteworthy Transactions 
The 134,560-square-foot industrial property located at 16785 
North East Mason St. sold for slightly less than $8 million, or 
around $55 per square foot – less than half the average of 
$120 per square foot for Portland industrial properties selling 
for more than $5 million.
The 11,692-square-foot office property located at 4504 South 
West Corbett Ave. sold for $2.6 million, or $222 per square 
foot, well above the average price of $129 per square foot for 
area office properties selling for under $5 million. 
The 24-unit multifamily property located at 228 Northwest 
22nd Ave. sold for $2.26 million, or $94,229 per unit, much 
higher than the average sale price of $70,729 per unit for 
apartment properties in this price category.
The industrial property located at 5851 North Lagoon Ave. 
and containing 293,978 square feet of space sold for $6.3 
million, or $21 per square foot – only about one-sixth the av-
erage of $120 per square foot for properties selling for more 
than $5 million.
The 45,000-square-foot office property located at 813-817 
Southwest Alder St. sold for just under $4 million, or approxi-
mately $85 per square foot, below the average sale price of 
$129 per square foot for office properties in the area selling 
for under $5 million.

■

■

■

■

■



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

Sacramento

156

Office
RERC’s transaction analysis indi-
cates that office space in the Sac-
ramento area is selling for an aver-
age price of $201 per square foot, 
in line with the West regional aver-
age of $191 per square foot, but 
higher than the national average of 
$167 per square foot.

The average transaction-based 
capitalization rate for the Sacra-
mento office market is 7.0 percent, 
also in line with the regional aver-
age of 6.9 percent, and slightly low-
er than the national average of 7.2 
percent. 

Sacramento has a very healthy 
economy, which helps fuel demand 
for office space, and in turn, could 
explain why prices for office properties 
are higher than both the regional and 
national averages. Strong growth 
should continue to reduce risk in the 
coming quarters. 
 

Industrial
The fundamentals for the Sacra-
mento industrial market remained 
strong during fourth quarter 2006, 
with availability rates down and ab-
sorption steadily increasing. These 
trends are expected to continue 
throughout the year, and rents are 
expected to increase. 

■

■

■

At $110 per square foot, the av-
erage price of industrial space is 
comparable to the regional average 
of $113 per square foot, but much 
higher than the national average of 
$83 per square foot.

The average capitalization rate for 
the Sacramento industrial sector is 
7.4 percent, equal to the national 
rate, but 40 basis points higher than 
the West regional rate.

Industrial space in the Sacramento 
area has a capitalization rate equal to 
the national average and the average 
price per square foot is higher. This 
market has strong fundamentals, 
and as the economy is expected to 
grow, properties in the area will likely 
retain their value, or possibly even 
increase.

Retail
RERC’s transaction analysis indi-
cates that retail space in the Sac-
ramento area is selling for an aver-
age price of $265 per square foot, 
significantly higher than the nation-
al average of $169 per square foot 
and the regional average of $209 
per square foot.

The capitalization rate for the Sac-
ramento retail market is 6.4 per-
cent, lower than either the regional 
average or the national average 

■

■

■

■

of 6.6 percent and 6.9 percent, re-
spectively. 

The Sacramento retail sector has a 
higher average price per square foot 
and a lower average capitalization rate 
than regional and national numbers. 
As fundamentals in the area should 
continue to improve and the economy 
continues to grow, retail space in the 
Sacramento area will likely continue 
to gain value.

Apartment
RERC’s transaction analysis of 
Sacramento area apartments in-
dicates that the average price is 
$96,449 per unit, lower than the 
regional average of $127,901 per 
unit, as well as the national aver-
age of $107,833 per unit.

The Sacramento area average 
capitalization rate for apartments is 
5.9 percent, in line with the regional 
average of 5.8 percent and 40 ba-
sis points lower than the national 
average.

As the Sacramento area continues 
to grow, fundamentals should 
strengthen, likely forcing prices and 
capitalization rates more in line with 
regional and national averages.

■

■

Although the Sacramento unemployment rate is only 
slightly below the national average, the area’s population 
has grown significantly over the past few years – a 
trend that is expected to continue. And with growing 
economic and demographic numbers, RERC expects 
the commercial real estate market to benefit greatly. 
Apartment and hotel properties have the most room 
for growth due to low prices, although the industrial, 
office, and retail markets should also improve, albeit at 
a slower rate.

Demographics & Economy

Population: 
2006 (est.): 2.1 million
2011 (proj.): 2.4 million

Unemployment Rate:
Sacramento - 4.3%
California - 4.6%
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

Hotel
RERC’s transaction analysis indi-
cates that hotel properties within 
the Sacramento area are selling 
at an average price of $74,631 per 
unit, well below the regional aver-
age of $117,874 and the national 
average of $110,713 per unit.

The average transaction-based 
capitalization rate for the Sacra-
mento area is 7.6 percent, much 
lower than the regional average of 
8.4 percent and the national aver-
age of 8.7 percent.  

With an average capitalization rate 
and price per unit that are lower 
than national and regional averages, 
the Sacramento hotel market may 
present some upside potential. 

■

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

Total Returns: 

1-Year Rate 10.40% 19.20% 14.90% - 12.80%

3-Year Rate 12.80% 19.70% 19.60% - 16.20%

5-Year Rate 12.20% 15.80% 19.30% - 15.50%

10-Year Rate 12.70% 13.30% 15.30% - 13.80%

15-Year Rate 9.20% 9.30% 12.90% - 10.30%

Income Return

1-Year Rate 6.90% 6.70% 6.90% - 6.80%

3-Year Rate 7.40% 6.80% 7.40% - 7.30%

5-Year Rate 8.10% 7.40% 8.20% - 7.90%

10-Year Rate 9.10% 8.40% 8.60% - 8.60%

15-Year Rate 8.90% 8.00% 8.50% - 8.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 46% 10% 35% 0% 9%

3-Year Average 36% 11% 43% 0% 9%

5-Year Average 34% 14% 42% 0% 10%

10-Year Average 33% 17% 39% 0% 11%

15-Year Average 34% 19% 37% 0% 10%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $77 $81 $64 $89 $12 $322 

>$5 million $1,258 $107 $561 $558 $82 $2,567 

All $1,335 $188 $625 $647 $95 $2,890 

Unit Price Averages
<$5 million $201 $111 $263 $91,208 $58,175 -

>$5 million $201 $108 $267 $106,738 $107,544 -

All $201 $110 $265 $96,449 $74,631 -

Median of all $199 $86 $236 $88,165 $62,121 -

Capitalization rates (all)
Range 5.3 - 8.8 5.6 - 9.3 4.8 - 8 4.4 - 7.4 5.7 - 9.5 4.4 - 9.5

Average 7.0 7.4 6.4 5.9 7.6 6.9

Noteworthy Transactions
 

■ South Point Business Park, a 30,723-square-foot industrial 
building, sold for $4.15 million, or approximately $135 per 
square foot, more than the average sale price of $111 per 
square foot for area industrial properties selling for less than 
$5 million.

■ The retail building located at 2419-2421 Del Paso Blvd. and 
containing 50,657 square feet sold for $5.5 million, or $109 
per square foot, less than half the average sale price of $267 
per square foot for retail properties in this price category.

■ The Landmark, a 186,000-square-foot office building located 
at 1750 Howe Ave., sold for $37 million, or $199 per square 
foot, in line with the area average of $201 per square foot for 
office space in this price category.

■ Broadstone at Strawberry Creek is a 264-unit apartment 
property that sold for $44.3 million, or $167,803 per unit, 
considerably higher than the area average price of $106,738 
per unit for apartments selling over $5 million.

■ Promenade at Sacramento Gateway, a 344,741-square-foot 
retail property, sold for $120.5 million, or $350 per square 
foot, well above the area average of $267 per square foot for 
properties selling in this price category.
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Office
The Salt Lake City office market 
fundamentals continue to strength-
en, with declining vacancy, posi-
tive net absorption, and increasing 
rents.

RERC’s transaction analysis indi-
cates that office space in the area 
is selling for an average price of 
$116 per square foot, much lower 
than the West regional average of 
$191 per square foot, as well as 
the national average of $167 per 
square foot.

The average transaction-based 
capitalization rate for the Salt Lake 
City area is 7.5 percent, higher than 
the national average rate of 7.2 per-
cent and the regional average rate 
of 6.9 percent.

With increasing employment 
expected, office space demand 
should increase,  helping to possibly 
increase property prices in the area.

Industrial
Industrial availability in the Salt 
Lake City area declined consider-
ably and net absorption increased 
dramatically, showing signs of con-
tinued improvement in the market.

The average sale price of industrial 
space in the Salt Lake City market 

■

■

■

■

■

is $63 per square foot, less than 
half the regional average price of 
$113 per square foot, and also low-
er than the national average price 
of $83 per square foot. 

The average capitalization rate for 
the Salt Lake City area is 7.2 per-
cent, midway between the regional 
average of 7.0 percent and the na-
tional average of 7.4 percent.

The Salt Lake City economy is 
performing well, and industrial property 
fundamentals should continue to 
improve. Pricing is well below both 
regional and national levels and the 
capitalization rate is only slightly 
higher than the regional average and 
below the national average.

Retail
RERC’s transaction analysis indi-
cates that properties within the Salt 
Lake City area are selling for $125 
per square foot, considerably lower 
than the national average of $169 
per square foot and the regional av-
erage of $209 per square foot.

The capitalization rate for retail 
properties in the Salt Lake City area 
is 7.7 percent, relatively high com-
pared to the regional average of 6.6 
percent and the national average of 
6.9 percent.

■

■

■

The low unemployment rate 
and slightly higher-than-average 
population growth are causing the 
Salt Lake City economy to improve, 
fueling demand for retail space. 
Currently, the average price for retail 
space is low and the capitalization 
rate is high, but as demand will likely 
increase in 2007, the pricing should 
increase.

Apartment
RERC’S transaction analysis indi-
cates that apartment properties in 
the area are selling for an average 
price of $69,796 per unit, well below 
the regional average of $127,901 
per unit, as well as the national av-
erage of $107,833 per unit.

The Salt Lake City apartment mar-
ket has an average capitalization 
rate of 6.6 percent, higher than ei-
ther the West regional or national 
average capitalization rates.

The Salt Lake City apartment market 
has an average capitalization rate that 
is higher than both the regional and 
national averages, while the average 
sale price is lower. Values should 
increase with population growth and 
the addition of new jobs to the area 
over the next few years.

■

■

In general, the Salt Lake City commercial real estate 
market is priced low and has capitalization rates that 
are slightly higher than regional and national levels. As 
the area economy continues to grow, average prices for 
properties could increase and capitalization rates may 
compress.

Demographics & Economy

Population: 
2006 (est.): 1.1 million
2011 (proj.): 1.1 million

Unemployment Rate:
Salt Lake City - 2.3%
Utah - 2.3%
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

Hotel
RERC’s transaction analysis indi-
cates that hotel properties in the 
Salt Lake City area are selling for 
an average price of $92,970 per 
unit, significantly lower than the 
regional average of $117,874 per 
unit and the national average of 
$110,713 per unit.

The average capitalization rate for 
the Salt Lake City hotel market is 
8.3 percent, below the regional av-
erage of 8.4 percent and the na-
tional average of 8.7 percent. 

■

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

Total Returns: 

1-Year Rate - 20.30% - 20.60% 17.70%

3-Year Rate - 18.20% - 16.30% 15.00%

5-Year Rate - 15.00% - 12.90% 12.40%

10-Year Rate - 12.50% - 11.10% 10.00%

15-Year Rate - - - - 10.60%

Income Return

1-Year Rate - 6.80% - 6.00% 6.60%

3-Year Rate - 8.40% - 6.30% 7.30%

5-Year Rate - 8.90% - 6.80% 7.80%

10-Year Rate - 9.20% - 7.80% 8.30%

15-Year Rate - - - - 9.00%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 10% 0% 33% 58%

3-Year Average 0% 16% 0% 44% 40%

5-Year Average 0% 19% 0% 44% 37%

10-Year Average 0% 18% 0% 37% 45%

15-Year Average 0% 12% 0% 27% 61%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $70 $73 $40 $20 - $204 

>$5 million $363 $115 $121 $140 $109 $849 

All $434 $189 $162 $160 $110 $1,054 

Unit Price Averages
<$5 million $104 $63 $121 $71,474 - -

>$5 million $140 $66 $145 $67,185 $90,319 -

All $116 $63 $125 $69,796 $92,970 -

Median of all $99 $58 $105 $63,286 $98,765 -

Capitalization rates (all)
Range 5.6 - 9.4 5.4 - 9 5.8 - 9.6 5 - 8.3 6.2 - 10.4 5 - 10.4

Average 7.5 7.2 7.7 6.6 8.3 7.5

Noteworthy Transactions 
The 148,340-square-foot office property located at 175 
South West Temple sold for $15 million, or around $100 
per square foot, below the average price of $140 per 
square foot for office properties in the Salt Lake City area 
selling for more than $5 million.
Ninigret IX, a 475,717-square-foot industrial property, sold 
for $22.4 million, or $47 per square foot, well below the 
average selling price of $66 per square foot for properties 
in the area selling in this price category.
The 8,692-square-foot retail property located at 3201 
South State St. sold for about $70 per square foot, or 
$598,500, considerably less than the average price of 
$145 per square foot for retail properties selling for less 
than $5 million.
A 53,840-square-foot office property located at 275 East 
200 South, sold for $4.18 million, or $78 per square foot, 
well below the average sale price of $104 per square foot 
for office properties in the Salt Lake City area selling below 
$5 million.  

■

■

■

■
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Office
The San Diego office market funda-
mentals weakened over fourth quar-
ter 2006. The vacancy rate increased 
more than a full percentage point from 
last quarter, absorption was negative, 
and rental rates decreased slightly 
from the previous quarter. 

RERC’s transaction analysis indicates 
that office space in the San Diego area 
is selling for $245 per square foot on 
average, quite a bit higher than the na-
tional average of $167 and the regional 
average of $191 per square foot.

The average transaction-based capi-
talization rate for the San Diego area 
is 6.4 percent, lower than the regional 
average rate of 6.9 percent and the na-
tional average rate of 7.2 percent.

CCIM designees and candidates rated 
the San Diego office market at 4.5 on a 
scale of 1 to 10, with 10 being high, the 
lowest rating given to all property types 
in the area.

 
Southern California is home to some of 
the most expensive buildings in the nation, 
particularly around the Los Angeles area, 
and San Diego property is no exception. 
Office buildings are generally selling 
for well over the national and regional 
averages. Aside from these strengths, 
however, we are seeing weakening 
fundamentals in the office sector, causing 
it to rank lowest among the property types 
due to diminishing demand. 
 

Industrial
The San Diego industrial market re-
mains stable. Availability rates in-

■

■

■

■

■

creased slightly, due to new 
industrial construction, although 
they remained low overall. Ask-
ing rents increased during fourth 
quarter 2006.  

According to RERC’s transac-
tion analysis, industrial space in 
the San Diego area is selling for 
$152 per square foot, compared 
with the regional average of $113 per 
square foot and the national average of 
$83 per square foot. 

The average capitalization rate for the 
San Diego industrial market is 6.7 per-
cent, slightly lower than the regional 
rate at 7.0 percent and the national av-
erage of 7.4 percent.

CCIM designees and candidates gave 
the San Diego industrial market a per-
formance rating of 7.7 on a scale of 1 
to 10, the highest rating of all property 
types in the area.

The San Diego industrial market appears 
quite solid in contrast to the office market. 
Availability remains low and properties 
are trading for extraordinarily high prices. 
Besides warehouse strengths, many 
technological companies continue to 
house their research and development 
operations in this part of California.

Retail
The San Diego retail market is rela-
tively strong. Availability rates climbed 
slightly due to construction, but net ab-
sorption levels continued to increase.

RERC’s transaction analysis indicates 
retail space in the San Diego area is 

■

■

■

■

■

selling for $261 per square foot, dra-
matically higher than the national aver-
age of $169 per square foot and much 
higher than the regional average of 
$209 per square foot.

The average capitalization rate for the 
San Diego retail market is 6.0 percent, 
60 to 90 basis points below the regional 
and national averages. 

CCIM designees and candidates rated 
the San Diego retail market a 5.3 on a 
scale of 1 to 10, with 10 being high.

 
New retail construction is underway, and 
the San Diego retail market’s availability 
rate is feeling the pressure. With selling 
prices well above national averages and 
extremely strong capitalization rates and 
sales activity, the market is looking quite 
healthy. RERC expects retail sales and 
leasing demand to remain steady in this 
market in 2007.

Apartment
RERC’s transaction analysis shows 
apartment properties in the San Diego 
area are selling for $154,284 per unit 
on average, significantly higher than 
the regional and national averages.

The average capitalization rate for the 
apartment sector is 5.5 percent, lower 

■

■

■

■

It is not uncommon for the office sector to be 
outperformed by other property types in markets that 
are traditionally hot spots for vacationers. However, the 
entirety of the San Diego commercial real estate market 
is noticeably strong, with well-above-average selling 
prices.  

Demographics & Economy

Population: 
2006 (est.): 3.1 million
2011 (proj.): 3.3 million

Unemployment Rate:
San Diego - 3.7%
California - 4.6%
National - 4.5%

Economic Performance Rating*:
San Diego - 5.0
National - 4.0
*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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

than the regional average of 5.8 per-
cent and the national average of 6.3 
percent.

CCIM designees and candidates rated 
the apartment market in the San Diego 
area at 7.0 on a scale of 1 to 10, with 
10 being high.

The apartment market in San Diego 
appears  quite strong. Like the other 
property sectors, higher-than-average 
selling prices and lower capitalization 
rates indicate that demand is steady and 
the sales market is healthy. The high 
performance rating is also an indicator 
that apartments should remain favorable 
from an investment standpoint in 2007. 

Hotel
RERC’s transaction analysis indicates 
that hotel properties within the San 
Diego area are selling for an average 
price of $153,071 per unit, significantly 
higher than the west regional average 
of $117,874 per unit and the national 
average of $110,713 per unit.

The average capitalization rate for the 
San Diego hotel market is 8.4 percent, 
equal to the regional average and just 
slightly lower than the national average 
of 8.7 percent.

CCIM designees and candidates gave 
the San Diego hotel market a perfor-
mance rating of 5.0 on a scale of 1 to 
10.

With its beachfront properties and its 
reputation as a tourist destination, it is 
no surprise that hotels in San Diego are 
selling for high prices. The above-average 
risk level associated with hotel investment 
is still present, however, even in a tourist 
market, with average capitalization rates 
in the 8.0-percent range. 

■

■

■

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

Total Returns: 

1-Year Rate 22.10% 24.10% 17.20% 15.30% 20.30%

3-Year Rate 22.60% 22.30% 23.10% 18.80% 21.60%

5-Year Rate 18.60% 17.20% 20.60% 17.50% 18.50%

10-Year Rate 18.40% 16.70% 15.50% - 16.80%

15-Year Rate 11.10% 12.50% 10.00% - 11.10%

Income Return

1-Year Rate 5.50% 6.70% 6.00% 5.00% 5.90%

3-Year Rate 6.60% 7.10% 6.80% 5.30% 6.50%

5-Year Rate 7.20% 7.40% 7.50% 5.80% 7.10%

10-Year Rate 7.90% 8.40% 7.70% - 7.80%

15-Year Rate 8.40% 8.90% 7.80% - 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 29% 16% 25% 25% 4%

3-Year Average 27% 18% 26% 27% 3%

5-Year Average 25% 19% 26% 25% 5%

10-Year Average 26% 18% 33% 17% 4%

15-Year Average 30% 19% 32% 12% 7%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $124 $315 $161 $398 $31 $1,029 

>$5 million $3,248 $1,314 $968 $1,818 $1,094 $8,442 

All $3,372 $1,628 $1,129 $2,216 $1,125 $9,471 

Unit Price Averages
<$5 million $204 $155 $207 $143,094 $78,590 -

>$5 million $262 $147 $322 $201,794 $193,415 -

All $245 $152 $261 $154,284 $153,071 -

Median of all $220 $144 $229 $133,853 $129,630 -

Capitalization rates (all)
Range 4.8 - 8 5 - 8.4 4.5 - 7.5 4.1 - 6.9 6.3 - 10.5 4.1 - 10.5

Average 6.4 6.7 6.0 5.5 8.4 6.6

Noteworthy Transactions
 

The 192-unit Residence Inn San Diego Mission Valley ho-
tel sold for approximately $44.3 million, or $230,934 per 
unit, considerably higher than the area average price of 
$193,415 per unit for hotels selling in excess of $5 mil-
lion.
The 87,852-square-foot Signature Pavilion retail property 
sold for $34.05 million, or $388 per square foot, higher 
than the average price of $322 per square foot for retail 
properties in the area selling for more than $5 million.
A 75,468-square-foot industrial property located at 9650-
9660 Chesapeake Drive sold for slightly under $11 million, 
or $145 per square foot, in line with the area average price 
of $147 per square foot for industrial properties selling 
over $5 million.
The office property at 475 Fifth Ave. and containing 
253,150 square feet of space sold for $160 million, or 
$632 per square foot – more than twice the area average 
of $262 per square foot for office properties selling in this 
price category.
The Torrey Villas Apartments, a 473-unit apartment com-
plex, sold for $173 million, or approximately $365,750 per 
unit, much higher than the area average price of $193,415 
per unit for apartment properties selling over $5 million.

■

■

■

■

■
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Office
The San Francisco office market re-
mains quite strong. Fourth quarter 
2006 vacancy is down, and rental 
rates increased more than a dollar 
per square foot.

RERC’s transaction analysis indi-
cates that office space in the area 
is selling on average for $250 per 
square foot, significantly higher than 
the regional average of $191 per 
square foot and the national average 
of $167 per square foot.

RERC’s average transaction-based 
capitalization rate for the San Fran-
cisco area is 7.1 percent, higher than 
the regional average of 6.9 percent, 
but slightly lower than the national 
average of 7.2 percent.

Although the area unemployment 
rate is fairly low, population growth is 
expected to slow, possibly decreasing 
demand for office space.

Industrial
RERC’s transaction analysis indi-
cates industrial properties within the 
San Francisco area are selling for 
an average price of $134 per square 
foot, greater than the regional aver-
age of $113 per square foot and the 
national average of $83 per square 
foot.

■

■

■

■

The capitalization rate for the 
San Francisco industrial mar-
ket is 7.0 percent, equal to 
the West regional capitaliza-
tion rate average and 40 basis points 
lower than the national capitalization 
rate average.

When compared to national averages, 
the San Francisco industrial market 
looks strong. The industrial market 
should continue to outperform the 
national average by fairly significant 
levels.

Retail
RERC’s transaction analysis indi-
cates retail properties in the San 
Francisco market are selling for an 
average price of $277 per square 
foot, significantly greater than the re-
gional average price of $209, as well 
as the national average price of $169 
per square foot. 

The average capitalization rate for 
retail properties in the San Francisco 
area is 6.1 percent, lower than the 
regional average price of 6.6 percent 
and the national average of 6.3 per-
cent. 

San Francisco has an economy that 
benefits from a high level of tourism. 
As such, the area retail market usually 
does not fluctuate much, is priced 
higher, and has a lower capitalization 

■

■

■

rate. This market is holding its value and 
likely will see only minor adjustments in 
fundamentals, prices, and capitalization 
rates – making it a steady and stable 
area for investment. 

Apartment
RERC’s transaction analysis indi-
cates apartments in the San Fran-
cisco area are selling for an average 
price of $180,778 per unit, much 
higher than the regional average sale 
price of $127,901 per unit and the na-
tional average of $107,833 per unit.

The average capitalization rate for 
the apartment sector in the San Fran-
cisco area is 5.1 percent, quite a bit 
lower than either the regional aver-
age of 5.8 percent or the national av-
erage of 6.3 percent.

CCIM candidates and designees 
gave the San Francisco apartment 
market a performance rating of 6.0 
on a scale of 1 to 10.

The average sale price for apartment 
properties in the San Francisco area is 
well above both regional and national 
average prices and the area’s average 
capitalization rate is below both 
numbers. This trend should continue 
as population growth slows and 

■

■

■

The San Francisco market presents an interesting 
dynamic from a historical perspective, with the city’s 
commercial real estate market characterized by 
high prices and low capitalization rates. Expect little 
population growth, little change in market fundamentals, 
and little change in prices or capitalization rates in this 
maturing market.  

Demographics & Economy

Population: 
2006 (est.): 4.3 million
2011 (proj.): 4.4 million

Unemployment Rate:
San Francisco - 3.8%
California - 4.6%
National - 4.5%

Economic Performance Rating*:
San Francisco - 6.0
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

demand remains constant. Without a 
large change in demand, fundamentals 
for the San Francisco area apartment 
market should remain generally 
unchanged.

Hotel
RERC’s transaction analysis indi-
cates hotel properties in the San 
Francisco area are selling, on aver-
age, for $167,755 per unit, much 
higher than the regional average of 
$117,874 per unit and the national 
average of $110,713 per unit.

The average capitalization rate for 
San Francisco hotels is 8.4 percent, 
equal to the regional average, but 
just slightly lower than the national 
average of 8.7 percent.

Like the retail industry, tourism helps 
to shape the city’s hotel market 
performance, explaining the high 
average price and low average 
capitalization rate. With fundamentals 
that may remain unchanged in the 
coming quarters, the market should 
see little-to-no change in prices and 
capitalization rates in this time period 
as well.

■

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

Total Returns: 

1-Year Rate 22.40% 21.30% 13.80% 16.20% 20.80%

3-Year Rate 17.50% 13.70% 23.00% 19.80% 18.20%

5-Year Rate 8.80% 9.90% 18.70% - 10.70%

10-Year Rate 14.50% 16.10% 16.90% - 15.00%

15-Year Rate 10.70% - 12.30% - 11.40%

Income Return

1-Year Rate 8.20% 7.40% 5.50% 4.60% 7.50%

3-Year Rate 7.00% 8.10% 6.40% 5.70% 6.80%

5-Year Rate 7.60% 8.20% 7.00% - 7.20%

10-Year Rate 7.50% 8.60% 7.80% - 7.50%

15-Year Rate 7.60% - 8.10% - 7.80%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 75% 4% 11% 9% 1%

3-Year Average 67% 5% 11% 14% 3%

5-Year Average 66% 5% 11% 13% 5%

10-Year Average 66% 4% 16% 6% 8%

15-Year Average 61% 3% 20% 4% 11%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $251 $346 $236 $787 $37 $1,657 

>$5 million $13,130 $1,854 $1,585 $3,670 $2,289 $22,527 

All $13,381 $2,201 $1,821 $4,457 $2,325 $24,184 

Unit Price Averages
<$5 million $207 $138 $221 $171,678 $105,799 -

>$5 million $265 $128 $374 $216,192 $190,422 -

All $250 $134 $277 $180,778 $167,755 -

Median of all $215 $123 $237 $158,333 $134,451 -

Capitalization rates (all)
Range 5.3 - 8.9 5.3 - 8.8 4.6 - 7.6 3.8 - 6.4 6.3 - 10.5 3.8 - 10.5

Average 7.1 7.0 6.1 5.1 8.4 6.7

Noteworthy Transactions
 

The 32-unit apartment property located at 2213-41 Market 
St. sold for $14.5 million, or $453,125 per unit, more than 
twice the area average of $216,192 per unit for apartment 
properties in the area selling for more than $5 million.
Cost Plus Plaza, the 88,000-square-foot retail property lo-
cated at 2552 Taylor St., sold for $29 million, or $330 per 
square foot, somewhat comparable to the area average 
of $374 per square foot for retail properties selling in this 
price category.
The 996,760-square-foot office property located at 425 
Market St. sold for $260 million, or $261 per square foot, 
in line with the area average price of office properties sell-
ing above $5 million.
The 1,010-room Parc 55 hotel sold for $170 million, or 
around $168,315 per unit, below the San Francisco area 
average sale price of $190,422 per unit for hotel properties 
selling in this price category.  
The 455,000-square-foot office located at the intersection 
of 760 Market St. and 795 Folsom St. sold for $126 mil-
lion, or $277 per square foot, slightly higher than the area 
average price of $265 per square foot for office properties 
selling for above $5 million.

■

■

■

■

■
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Office
The Seattle office market funda-
mentals improved during fourth 
quarter 2006. The vacancy rate fell 
for the seventh quarter in a row, and 
net absorption remained high. Av-
erage asking rents increased, and 
the market is expected to continue 
to tighten well into 2007.

RERC’s transaction analysis indi-
cates that office space is selling at 
an average price of $211 per square 
foot, higher than either the regional 
average of $191 per square foot or 
the national average of $167 per 
square foot.

The average transaction-based 
capitalization rate for the Seattle of-
fice sector is 6.6 percent, less than 
the regional average of 6.9 percent 
and the national average of 7.2 per-
cent.

Seattle’s higher average price per 
square foot and lower-than-average 
capitalization rate is due in large 
part to strengthening fundamentals. 
However, construction has increased, 
raising concerns of overbuilding and 
oversupply.  

Industrial
The fundamentals for the indus-
trial market in the Seattle area re-
mained relatively constant during 

■

■

■

■

fourth quarter 2006. The availability 
rate decreased slightly, and the av-
erage rental rate increased.

RERC’s transaction analysis indi-
cates the average selling price for 
industrial space in the Seattle area 
is $112 per square foot, compara-
ble to the regional average of $113, 
and higher than the national aver-
age of $83 per square foot.

RERC’s capitalization rate for the 
Seattle area industrial sector is 6.8 
percent, lower than the regional 
average of 7.0 percent and the na-
tional average of 7.4 percent.

Fundamentals for the Seattle industrial 
market appear to be moving closer to 
equilibrium. Given Seattle’s coastal 
location, higher prices and lower 
capitalization rates can be expected.  

Retail
RERC’s transaction analysis indi-
cates that Seattle retail properties 
are selling at an average price of 
$192 per square foot, slightly lower 
than the West regional average of 
$209, but somewhat higher than 
the national average of $169 per 
square foot.

The capitalization rate for retail 
properties in the Seattle area is 6.4 
percent, compared to the regional 

■

■

■

■

average of 6.6 percent and the na-
tional average of 6.9 percent.

The average sale price for retail 
properties in the Seattle area is much 
higher than the national average 
and the capitalization rate is lower. 
Employment growth is expected to 
continue, which will likely further 
strengthen the Seattle retail market.  

Apartment
RERC’s transaction analysis indi-
cates the average price of Seattle 
apartment properties is $124,951 
per unit, similar to the regional aver-
age of $127,901 per unit, but much 
higher than the national average of 
$107,833 per unit.

The Seattle area apartment sector 
has an average capitalization rate of 
5.5 percent, lower than the regional 
average of 5.8 percent and the na-
tional average of 6.3 percent.

The average sale price for apartment 
properties in the Seattle area is 
higher than the national average 
and the properties generally have a 
lower average capitalization rate. As 
population and employment grows, 
demand for rental units should 
increase.  

■

■

The Seattle market is experiencing some of the 
healthiest job growth it has seen in years. Although 
fundamentals for the commercial real estate market 
seem to be leveling off at present, they may improve 
further. New construction must remain in check in order 
for fundamentals to improve and to make sure supply 
does not outpace demand.  

Demographics & Economy

Population: 
2006 (est.): 3.3 million
2011 (proj.): 3.4 million

Unemployment Rate:
Seattle - 4.3%
Washington - 5.0%
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

Hotel
RERC’s transaction analysis indi-
cates that hotels in the Seattle area 
are selling for an average price 
of $96,157 per unit, relatively low 
compared to the regional and na-
tional averages of  $117,874 and 
$110,713 per unit, respectively. 

The average capitalization rate in 
the Seattle area is 8.8 percent, in 
line with the national average and 
40 basis points higher than the re-
gional average capitalization rate.

■

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

Total Returns: 

1-Year Rate 22.80% 15.40% 14.30% 17.30% 18.40%

3-Year Rate 17.40% 16.00% 15.80% 15.40% 16.20%

5-Year Rate 12.00% 12.40% 14.30% 11.30% 12.20%

10-Year Rate 16.20% 12.40% 13.40% 13.50% 13.40%

15-Year Rate 12.10% 11.30% 11.20% 11.60% 11.20%

Income Return

1-Year Rate 6.40% 6.10% 6.70% 5.00% 6.10%

3-Year Rate 6.80% 6.90% 7.60% 5.20% 6.70%

5-Year Rate 7.50% 7.30% 8.30% 5.50% 7.20%

10-Year Rate 8.00% 8.20% 8.60% 6.50% 7.90%

15-Year Rate 8.20% 8.60% 8.30% 7.20% 8.10%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 38% 26% 13% 22% 2%

3-Year Average 40% 26% 13% 19% 1%

5-Year Average 39% 28% 13% 19% 1%

10-Year Average 35% 32% 14% 19% 0%

15-Year Average 31% 30% 18% 20% 1%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $195 $175 $190 $429 $14 $1,003 

>$5 million $4,953 $797 $667 $2,704 $294 $9,416 

All $5,148 $973 $857 $3,134 $307 $10,419 

Unit Price Averages
<$5 million $175 $111 $163 $118,163 $59,456 -

>$5 million $237 $114 $268 $137,417 $106,952 -

All $211 $112 $192 $124,951 $96,157 -

Median of all $192 $101 $168 $110,000 $65,301 -

Capitalization rates (all)
Range 5 - 8.3 5.1 - 8.5 4.8 - 8 4.1 - 6.9 6.6 - 11 4.1 - 11

Average 6.6 6.8 6.4 5.5 8.8 6.8

Noteworthy Transactions
 

The Life Science Building, a 215,000-square-foot office 
building, sold for slightly less than $109 million, or $507 
per square foot, more than twice the area average price of 
$237 per square foot for office properties selling for more 
than $5 million.
The 234-unit Springhill Suites hotel, located at 1800 Yale 
Ave., sold for slightly more than $50 million, or $213,885 
per unit – double the area average of $106,952 per unit for 
properties selling above $5 million.
The 310,000-square-foot Rainier Brewery, located at 5840 
Airport Way South, sold for just under $10 million, or $32 
per square foot, less than one-third the average price of 
$114 per square foot for industrial properties selling in this 
price category.
The 87-unit apartment property, Queen Vista, sold for 
slightly more than $17 million, or $196,839 per unit, well 
above the area average of $137,417 per unit for apartment 
properties selling for more than $5 million.
The retail property located at 3820 Rainier Avenue South 
and containing 107,423 square feet sold for $25 million, or 
$233 per square foot, less than the average price of $268 
per square foot for properties in the area selling for more 
than $5 million.

■

■

■

■

■
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Office
RERC’s transaction analysis indi-
cates that office space in the Tuc-
son area is selling for an average 
price of $140 per square foot, fairly 
low compared to the regional aver-
age of $191 per square foot and 
the national average of $167 per 
square foot.

The average transaction-based 
capitalization rate for the Tucson of-
fice market is 7.7 percent, relatively 
high compared with the regional 
average of 6.9 percent and the na-
tional average of 7.2 percent.

CCIM designees and candidates 
gave the office market in the Tuc-
son area a performance rating of 
7.5 on a scale of 1 to 10, with 10 
being high, the lowest rating for all 
property types in the area.

Although population is expected to 
increase slightly, expect demand 
for office properties to remain near 
current levels for 2007, with average 
prices likely staying low and average 
capitalization rates high.

Industrial
RERC’s transaction analysis indi-
cates industrial space in the Tucson 

■

■

■

■

area is selling for an average price 
of $71 per square foot, slightly low-
er than the national average of $83 
per square foot, and significantly 
lower than the regional average of 
$113 per square foot.

The average capitalization rate for 
the Tucson area industrial sector 
is 7.0 percent, equal to the region-
al rate and 40 basis points below 
the national average capitalization 
rate.

CCIM designees and candidates 
gave the Tucson industrial market 
an average performance rating of 
8.7 on a scale of 1 to 10, the high-
est rating given to any of the prop-
erty types in the area.

Although the average capitalization 
rate for the Tucson industrial market 
is lower than the national average and 
pricing is lower, minimal population 
growth is expected in the area, 
possibly resulting in reduced demand 
and increasing capitalization rates.

Retail
RERC’s transaction analysis in-
dicates retail space in the Tucson 
area is selling for an average price 
of $142 per square foot, lower than 

■

■

■

the national average of $169 per 
square foot and the regional aver-
age of $209 per square foot.

The average transaction-based 
capitalization rate for the Tucson 
area retail sector is 7.5 percent, 
much higher than either the region-
al average rate of 6.6 percent and 
the national rate of 6.9 percent.

CCIM designees and candidates 
gave the retail market in Tucson a 
performance rating of 8.3 on a scale 
of 1 to 10, with 10 being high.

Demand for retail space is linked 
heavily to the total population of an 
area, and with Tucson expecting 
only a slight increase in population 
through 2011, the area’s retail sector 
should remain at levels similar to its 
current performance. 

Apartment
RERC’s transaction analysis indi-
cates apartment properties in the 
Tucson area are selling for an av-
erage price of $66,628 per unit, 
approximately half the regional 
average of $127,901 per unit and 
well below the national average of  
$107,833 per unit.

■

■

■

Despite some population growth expected in the 
Tucson area and lower-than-average unemployment, 
fundamentals in many of the commercial real estate 
markets in the area should remain relatively flat. Average 
prices and capitalization rates should remain close to 
current levels.  

Demographics & Economy

Population: 
2006 (est.): 955,000
2011 (proj.): 1.1 million

Unemployment Rate:
Tucson - 3.7%
Arizona - 3.8%
National - 4.5%

Economic Performance Rating*:
Tucson - 9.0
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

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

Volume (in millions)
<$2 million $864 $1,508 $1,140 $3,065 $98 $6,675

$2-5 milion $1,776 $2,621 $2,028 $2,703 $317 $9,445

>$5 million $43,944 $11,783 $15,278 $26,759 $12,675 $110,439

All $46,494 $15,832 $18,392 $32,457 $13,079 $126,255

Unit Price Averages
<$2 million $132 $105 $135 $119,018 $54,813 –

$2-5 milion $197 $120 $247 $146,036 $77,097 –

>$5 million $224 $121 $271 $136,561 $147,752 –

All $191 $113 $209 $127,901 $117,874 –

Median of all $172 $102 $172 $112,500 $82,776 –

Capitalization Rates (All)
Range 4.7 - 9.6 4.9 - 9.3 4.4 - 9.6 3.8 - 8.3 5.7 - 11.3 3.8 - 11.3

Average 6.9 7.0 6.6 5.8 8.4 6.9

The average capitalization rate for 
the Tucson apartment sector is 6.5 
percent, slightly higher than the na-
tional average rate of 6.3 percent 
and 70 basis points higher than 
the regional average capitalization 
rate.

CCIM designees and candidates 
rated the performance of the apart-
ment sector in the Tucson area at 
8.0 on a scale of 1 to 10.

Demand for rental units is relatively 
low within the Tucson area, causing 
the average price for apartment 
properties in the area to fall well below 
both national and regional levels, with 
a high average capitalization rate. 
The area is expected to see a very 
slight increase in population over the 
next 5 years, and demand should 
increase, but minimally. 

Hotel
RERC’s transaction analysis indi-
cates the average price for hotels 
in the Tucson area is $71,195 per 
unit, significantly lower than the 
regional average of $117,874 per 
unit and the national average of 
$110,713 per unit.

The average capitalization rate for 
the Tucson hotel market is 8.3 per-
cent, in line with the regional aver-
age, but 40 basis points below the 
national capitalization rate aver-
age.

CCIM designees and candidates 
gave the hotel sector in the Tucson 
area a performance rating of 8.0 on 
a scale of 1 to 10.

■

■

■

■

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

Total Returns: 

1-Year Rate - - - 146.00% 123.00%

3-Year Rate - - - 56.30% 48.80%

5-Year Rate - - - 37.70% 32.90%

10-Year Rate - - - - 21.50%

15-Year Rate - - - - 18.40%

Income Return

1-Year Rate - - - 7.70% 8.10%

3-Year Rate - - - 8.20% 8.50%

5-Year Rate - - - 8.50% 8.50%

10-Year Rate - - - - 9.00%

15-Year Rate - - - - 9.40%

Allocation

Office Industrial Retail Apartment Other

1-Year Average 0% 0% 0% 81% 19%

3-Year Average 0% 0% 0% 88% 12%

5-Year Average 0% 0% 0% 87% 13%

10-Year Average 0% 0% 0% 73% 27%

15-Year Average 0% 0% 0% 49% 51%

Sources: RERC and National Council of Real Estate Investment Fiduciaries

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

Volume
<$5 million $47 $48 $48 $65 - $208 

>$5 million $32 $64 $304 $1,102 $98 $1,600 

All $79 $113 $352 $1,167 $104 $1,814 

Unit Price Averages
<$5 million $130 $71 $124 $54,780 - -

>$5 million $196 $71 $169 $75,165 $75,442 -

All $140 $71 $142 $66,628 $71,195 -

Median of all $134 $62 $121 $50,637 $59,676 -

Capitalization rates (all)
Range 5.8 - 9.6 5.3 - 8.8 5.6 - 9.4 4.9 - 8.1 6.2 - 10.4 4.9 - 10.4

Average 7.7 7.0 7.5 6.5 8.3 7.4

Noteworthy Transactions 
Suntree Village, a 424-unit apartment complex, sold for 
$30.15 million, or approximately $71,100 per unit, slightly 
less than the area average price of $75,165 per unit for 
apartment properties selling for more than $5 million.
Plaza Sonora, a 49,694-square-foot retail property located 
at 2840-2860 West Inaa Road, sold for $8.3 million, or 
$167 per square foot, about the same as the area aver-
age of $169 per square foot for properties selling above 
$5 million.
Courtyard Center, the 43,119-square-foot office property 
located at 6400 East Grand Road, sold for $6 million, 
or $139 per square foot, below the average of $196 per 
square foot for office properties in the area selling in this 
price category.
Midvale Park, a 31,312-square-foot industrial building 
located at 1601 West Commerce Court, sold for $2 mil-
lion, or $64 per square foot, below the average of $71 per 
square foot for properties selling below $5 million.
Smugglers Inn, a 150-room hotel, sold for $8.15 million, 
or $54,333 per room, well below the area average price of 
$75,442 per unit for hotel properties selling for more than 
$5 million.

■

■

■

■

■
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The analysis provided in the RERC/CCIM Investment Trends Quarterly is conducted by Real Estate Research Corporation (RERC). The 
information is gathered in raw form from surveys sent to CCIM designees and candidates, and from sales transactions collected from various 
sources, including CCIM members, Catylist Inc., various key commercial information exchange organizations (CIEs), the media, assessors’ 
offices, RERC contacts in the marketplace, and other reliable public and private resources. All sales transactions are aggregated, analyzed, 
and reported on by RERC. Additional data and forecasts are provided courtesy of the REALTORS® Commercial Alliance and Torto Wheaton 
Research. 

Published quarterly, the RERC/CCIM Investment Trends Quarterly report provides timely insight into transaction volume, pricing, and capitalization rates for the 
core income-producing properties. 

RERC Definitions

Capitalization Rate:  The capitalization rate is usually defined as the first year “stabilized” net operating income (NOI) (NOI is before capital expenditures—tenant 
improvements, leasing commissions, reserves—and debt service) divided by the present value (or purchase price).   

RERC Capitalization Rate and Ranges: Capitalization rates and ranges listed throughout this report are based on RERC’s proprietary realized capitalization rate 
model, which includes available transaction-based capitalization rates, survey responses, NCREIF Index Returns, and other market factors, but is heavily weighted 
toward transaction-based capitalization rates for each property type within each market.

National/Regional Market Analysis: RERC ranks the investment potential of the metros and property types it covers based on various space market and financial 
market criteria, including pricing, capitalization rates, vacancy rates, and other factors.

Investment Conditions Rating: A rating of 1 through 10 (with 10 being high) reflecting survey respondents’ collective views of the investment environment for a 
particular property type in comparison with other property types. The rating may take into account supply and demand, economic conditions, pricing, rental rates, 
or other factors.

NCREIF Definitions

NCREIF:  The National Council of Real Estate Investment Fiduciaries (NCREIF) is a independent organization dedicated to the compilation, validation, and 
distribution of performance data for the institutional real estate investment community.  

Total Return: The total return includes appreciation (or depreciation), realized capital gain (or loss), and income. It is computed by adding the income and capital 
appreciation return on a quarterly basis.

Implied Cap Rate (Income Return): The implied capitalization rate measures the portion of return attributable to each property’s NOI. It is computed by dividing 
the total NOI by the total quarterly investment.

Capital Appreciation Return: The capital appreciation return measures the change in market value adjusted for any capital improvements/expenditures and 
partial sales divided by the average quarterly investment.

Annual and Annualized Returns: Annual returns are computed by chain linking quarterly rates of return to produce time-weighted rates of return for the annual 
and annualized periods under study. For time periods beyond 1 year, the annualized returns are expressed as the annual compounded rate of return. 

Allocation: The distribution, expressed as a percentage of the overall investment, in a particular geographic area by property type.

For a detailed description of the proceeding returns as well as the calculations used by NCREIF to derive these figures, please visit http://www.ncreif.org/indices.

The combined returns are the weighted average of the returns for each property type according to the proportionate market value of properties surveyed relative 
to the total market values surveyed during a time period.

RERC Defined Regions and MSAs

West: Alaska, Arizona, California, Colorado, Hawaii, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, Wyoming

Midwest: Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio, South Dakota, Wisconsin

South: Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, Oklahoma, Tennessee, Texas

East: Connecticut, Delaware, Kentucky, Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New York, North Carolina, Pennsylvania, Rhode Island, 
South Carolina, Vermont, Virginia, Washington D.C., West Virginia

Metropolitan Statistical Area (MSA): A geographic unit comprised of one or more counties around a central city or urbanized area with 50,000 or more population. 
Contiguous counties are included if they have close social and economic links with the area’s population nucleus.

With a few exceptions, the MSAs within this report coincide with the U.S. Office of Management and Budget’s December 2005 definitions for each MSA. For 
example, St. Paul, Minn., and Bloomington, Minn., as well as many other suburbs, are included within the Minneapolis MSA.

Note of Caution: It is imperative to exercise caution when comparing the data contained herein to previous reports published by RERC. The data herein is not 
“fixed,” and will be updated and changed as additional transaction information is gathered and analyzed.

Disclaimer: This publication is designed to provide accurate information in regard to the subject matter covered. It is sold with the understanding that the publisher 
is not engaged in rendering legal or accounting service. The publisher advises that no statement in this issue is to be construed as a recommendation to make any 
real estate investment or to buy or sell and security or as investment advice. The examples contained in the publication are intended for use as background on the 
real estate industry as a whole, not as support for any particular real estate investment or security. Although the RERC/CCIM Investment Trends Quarterly uses 
only sources that it deems reliable and accurate, Real Estate Research Corporation (RERC) does not warrant the accuracy of the information contained herein.
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Gold

Silver
Property Politics, Wayne D’Amico, Essex, CT

Bronze
Allen Feltman Real Estate, Inc., Allen Feltman, Dallas, TX

Allied Properties and Management, Greg Heinemann, Minneapolis/
St. Paul, MN

Aronov Realty Brokerage, Inc., Michael Griffin, Montgomery, AL

Bohm CRE, LLC, Jon Sander, Minneapolis, MN

Boylan Development, Kevin Cochran, Raleigh, NC

CB Richard Ellis, Hock Hockensmith, Charlottesville, VA

CB Richard Ellis, Sherrie Wade, San Antonio, TX

Century 21 Boardwalk, Suzanne Riley, Monistee, MI

Century 21 Commercial, Chris Schreiber, Sandpoint, ID

Century 21 Samia Realty, Barry Weyland, Sandford, ME

Chico’s FAS, Inc., Susan Robinson, Ft. Meyers, FL

Cohen Financial, Lyle W. Preest, Tampa, FL

Coldwell Banker Commercial NRT, Connie Doumenis, Miami, FL

Contributors

Coldwell Banker Commercial NRT, Steven Hughes, Tampa, FL

Coldwell Banker Reehl Properties, Dennis Frodsham, Mobile, AL

Cole Properties, Neil Victor, Huntsville, AL

Colliers, William Melin, Minneapolis, MN

Colliers International, Paul Kenny, Ketchum, ID

Colliers Pinkard, Stuart Rienhoff, Baltimore, MD

Collins Commercial Properties, Inc., Ray Collins, Winston-Salem, NC

Commercial Investment Services, Rob Stefka, North Platte, NE

Cornwall Medican Development, Diane Bongiorni, Alexandria, VA

Difranco Realty, Inc., Mark Difranco, Westford, MA

DT Properties of Georgia, Inc., Fred Thomas, Atlanta, GA

Eagle Commercial Realty Services, Nicholas Miner, Phoenix, AZ

Edwards Realty Services, Richard Edwards, Miami, FL

ERA D. Lee Edwards Rently, Inc., D. Lee Edwards, San Antonio, TX

ERA Residential/Commercial, Augie Lewis, Atlanta, GA

First Commercial Real Estate & Advisory Services, Brian Heffernan, 
Stockton, CA

GVA Advantis, Perry Moss, Richmond, VA

Hardin & Company, Dennis Hardin, Bozeman, MT

Hartsook Real Estate, David Hartsook, Columbus, OH

Iowa Appraisal, Gene Nelsen, Des Moines, IA

Keller Williams Commercial, Peggy Littleton, Colorado Springs, CO

Larkin Commercial Properties, Jay Verro, Albany, NY

Larsen Baker LLC, George Larsen, Tucson, AZ

Legend Properties, Inc., David DePetris, Conshohocken, PA

Long and Foster, D. Scott Smith, Washington, DC

Long and Foster Real Estate, Inc., Samuel York, Jr., Mitchellville, MD

Long and Foster Realtors, Caroline Alsterberg, Richmond, VA

Long Commercial Real Estate Services, James Robertson, Tucson, 
AZ
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McLennan Commercial Properties, Charles Wierciuski, Chicago, IL

Mid-Atlantic Commercial, R. Dale Mueller, Yorktown, VA

Mohr Partners, Meg Thomas, Dallas/Ft. Worth, TX

NAI BT Commercial, David Buurma, Napa, CA

NAI Capital, Inc., Jack Dwyer, Los Angeles, CA

NAI Keystone Commercial & Industrial, LLC, John Buccinno, Auburn, 
PA

Navarro Real Estate, Marty Navarro, Greenville, SC

Networking Investment and Group Funds, Inc., Kim Demetrius-Bras-
well, Fort Lauderdale, FL

NexCore Development, Bryan Barnes, Denver, CO

Norris & Stevens, Inc., R. Daniel Bessner, Portland, OR

Park Capital Inc., Michael Merker, Ontario, Canada

Piedmont Properties/CORFAC International, Scott Hensley, Charlotte, 
NC

Plaza Real Estate, Paul Daemen, Witchita, KS

Port San Antonio, Giancarlo Carriero, San Antonio, TX

Premier Apartment Advisors, Richard Knutson, San Francisco, CA

Prudential Commercial Real Estate/C. Dan Joyner Company, Jack 
Snedigar, Greenville, SC

RB Courtyard, Joanne Yaghdijian, San Diego, CA

RE Client Solutions, Inc., Peter Ialiano, CA

RE/MAX Commercial Professionals, Inc., Gailt Rozen, Las Vegas, 
NV

RE/MAX Commercial Professionals, Inc., Alon Ventura, Las Vegas, 
NV

RE/MAX Commercial Services Group, Blair Gilbert, Philadelphia, PA

RE/MAX Equity Group, Ron Ross, Bend, OR

RE/MAX Equity Group, Inc., Carl Camenzind, Salem, OR

RE/MAX Fifth Ave., Colleen McAleer-Ellison, Sequim, WA

RE/MAX of Southern Marin, Maryann Pearson, Mill Valley, CA

RE/MAX Realty Group, Gerald Marino, Ft. Meyers, FL

RE/MAX Spirit Inc., John Hill, Toronto, Canada

Routh-Hurlbert RE, Chuck Joseph, Youngstown, OH

S.J. Financial Group, Steve Jacquermin, St. Louis, MO

Sauve Riegel Inc., Mike Dostalek, Pasadena/Los Angeles, CA

Shirley Zeitlin & Co., Jonathan Smith, Brentwood, TN

Southpace Properties, Inc., Andrew Loveman, Birmingham, AL

Sperry Van Ness, Scott Kim, Venice, CA

Sperry Van Ness, Dewey Struble, Reno, NV

Sperry Van Ness Lillie & Associates, LLC, Gary Lillie, Ann Arbor, MI

Sperry Van Ness/SVN Investor Realty LLC, Ralph Duarte, Washing-
ton, DC

Summit Real Estate, Stephen Lombardi, IA/IL

T.R.B. & Associates, Inc., Thomas Blakely, Boston, MA

Temecula Valley Bank, Reese Reeves, San Diego, CA

Tierra Vista Realty, John Dohm, Ft. Lauderdale, FL

The ALCOR Group, David da Cunha, New Orleans, LA

The Krausz Company, Jay Krigsman, Cerritos, CA

The Ruthvens, Greg Ruthvens, Lakeland, FL

The Schenk Company, Inc., Greg Schenk, Columbus, OH

The Schouten Commercial Group, Paul Schouten, Sarasota, FL

Total Commercial, Joe Pelayo, Broward, FL

Triad Properties, Mike Swink, Atlanta, GA

US General Services Administration, Mark Montgomery, Chicago, IL

Valkyrie Group LLC, Gene Carlson, Lake Orion, MI

Welsh Companies Florida, Inc., Bruce Preble, Naples, FL

Wes Walters Realty, Inc., Wes Walters, Austin, TX

Westvest Associates, Inc., Luciano Rappa, FL

Vic Jameson, GA

David Leyh, Witchita, KS

David Saldivar, CA

John Wallace, San Diego, CA

Thank you to all who contributed to this report.

Contributors




