
South Region

Atlanta  •   Austin  •   Dallas/Ft. Worth  •   Houston  •  Memphis  •  Miami   
Nashville  •  New Orleans  •  Oklahoma City  •  Orlando  •   San Antonio  •   Tampa



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

SouthMarketSnapshot

61

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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SouthRegionTransactionBreakdown

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
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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.

■

■

■

■

■

■



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

Atlanta

64

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.

■

■

■

■

■



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

Dallas/Ft. Worth

68

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%



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

Miami

78

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.

■

■

■

■

■



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

Nashville

80

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.

■

■

■

■

■
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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.
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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 
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.
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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 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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