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Industrial Market Report

Market Highlights

+ Market Overview - The Las Vegas industrial sector
continued to contract, reporting negative net
absorption, rising vacancies and lower asking rents.
Across the valley and all product types, the average
vacancy rate edged up 0.8 percentage points to 16.2
percent from 15.4 in the preceding quarter (Q1
2010) and a 4.0—percentage—point increase from
12.2 percent one year ago (Q2 2009).

+ Inventory - Total inventory remained at 103.4 million
by the close of the second quarter of 2010 as no
new inventory completed construction during the
past 3 months. During the past 12 months, the
market welcomed its lowest annual total of new
product (750,900 square feet) in the better part of
the past two decades.

+ Demand - More space turned vacant in the quarter,
leading to the sixth consecutive quarter of negative
net absorption. During the second quarter of 2010,
the market reported net move—outs of 841,600
square feet, bringing total occupied space down to
86.6 million square feet, the lowest level since the
third quarter of 2006. Out—migration of space was
reported in all product types except midbay, which
showed positive absorption of 144,900 square feet.
The northwest and Henderson submarkets also
reported positive absorption. Significant movement
during the quarter included Solo Cup Company
vacating 195,000 square feet of distribution space
in the north submarket.

+ Future Supply - The industrial sector is expected
to see limited new product enter the market for the
next several years, particularly within speculative
buildings. Currently, several build—to—suit projects
are under construction including a 53,000—square—
foot freestanding building and a 97,000—square—foot
distribution building, both in the southwest

submarket. An additional 201,000 square feet, with
pre—leased space, is underway in the airport
submarket. Expect limited non—distressed sales
over the next 12 months as the foreclosure of
existing projects by lenders dominates the market
and deeply—discounted properties pick up in volume.

Economic Consideration - In southern Nevada, the
unemployment rate stands at 14.1 percent, higher
than the 11.3 percent reported one year ago. During
the past 12 months 30,700 jobs were lost; the
largest losses stem from construction, which has
shed 16,500 positions. While office—, industrial—,
and retail-using employment all remain down,
several sub—sectors including professional and
business services and education and health services
have picked up compared to a year ago. These
sectors will likely play a larger role in recovery, as
many jobs in construction and leisure and hospitality
will not likely return in the near term.

Looking Forward - The outlook for the industrial
sector is sourced to broader fundamentals within
the local and national economies. Nationally,
significant economic gains made during the earlier
part of the year have slowed hampering consumer
confidence and creating feelings that the road to
recovery will be challenging. That does not bode
well for southern Nevada’s industrial market, which
has yet to see few gains from changes in the
national economic climate. In the near term, we
expect continued contraction in small to mid—size
freestanding product while only a select few large—
scale sale and lease deals are likely. As a result,
vacancies will likely remain in the mid—teens by
year’s end.
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INDUSTRIAL MARKET OVERVIEW

2Q2010 102010 2Q2009 % CHANGE vs. 202009
Vice President of Market Research .
VOIT Real Estate Services — Lic.#01333376 Under Construction 351,000 53,000 816,000 —-56.99%
e—mail: jholdner@voitco.com Planned Construction 0 0 1,731,000 -100.00%
Vacancy 16.2% 15.4% 12.2% -32.79%
"""“%”“S Net Absorption —842,000 -970,000 1,298,000 N/A
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HISTORICAL VACANCY RATE VACANCY RATE BY SUBMARKET

Percent Percent
16% B0

14% 30%

12%
25%

10%
20%

8%
15%

6%
10%

4%
20 5%
0% 0%

Q208 Q308 Q408 Q109 Q209 Q309 Q409 Q110 Q210 Northwest North Central Southwest Airport Henderson

HISTORICAL NET ABSORPTION NET ABSORPTION BY SUBMARKET
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HISTORICAL NEW CONSTRUCTION ABSORPTION BY PRODUCT TYPE
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Note: Planned inventory includes projects that previously commenced construction but are not actively underway.

ANNUAL INVENTORY VS. VACANCY RATE
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VACANCY RATES
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PRODUCT TYPE

INCUBATOR
500-1,500 SF divisibility, minimal office,
one roll-up door

FLEX
1,500-3,000 SF divisibility, 40% or more
office buid-out, one roll-up door, high visibility

MIDBAY
5,000-15,000 SF divisibility, 10-15% office build-out,
dock-high and grade-level loading

DISTRIBUTION
Over 15,000 SF divisibility, 3-5% office build-out,
multiple docks and grade-level loading

FREESTANDING
Single or dual user(s)

OTHER
Tenant improvements to a
non-conventional build-out

COPRFALC
International



