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Industrial Market Report

Market Highlights

e Market Overview - The Las Vegas industrial

market vacancy rate turned slightly down as the
sector witnessed positive net absorption for the
first time in 11 quarters. The average vacancy
rate declined 14 basis points to 18.0 percent.
Compared to a year ago, the vacancy rate is still
1.6 percentage points higher. Despite modest
demand during the quarter, vacancies remain
approximately double the 9 percent average
reported during the past decade.

Demand - The market posted aggregate demand of
approximately 145,800 square feet. By submarket,
the southwest and Henderson areas witnessed
significant amounts of positive net absorption,
with 145,600 square feet and 187,700 square
feet, respectively. All product types experienced
positive absorption during the quarter with midbay
product accounting for approximately 54 percent
of the market—wide total.

Inventory - No new projects completed
construction during the third quarter of 2011,
leaving the overall market at 104.2 million square
feet. Over the last 12 months, only 22,000 square
feet has been added to the market, a level not seen
in more than 20 years.

Future Supply - A single 120,000-square—
foot owner—user building is currently under
construction for the future operations of U.S. Micro
Corp. The project is being built in the southwest

submarket at the southwest corner of Pioneer Way
and Post Road. The industrial sector is expected
to see limited new product enter the market,
as nearly four years of excess supply remains
vacant overall.

Economic Considerations - Selected indicators
continued their slowdown during the third quarter,
and with little movement from the government or
Federal Reserve on the macro front, concern is
intensifying as consumer sales and job growth
moves forward at a snail’s pace. At the local level,
core employment continues to expand, partially
attributable to positive performances from tourism
and gaming. Nevertheless, southern Nevada’s
labor market has yet to see positive gains in
sectors where the pool of long—term unemployed
reside, particularly construction.

Looking Forward - One quarter does not infer
a trend, but reporting positive net absorption is
welcome news. Nevertheless, while the industrial
sector may be reaching the proverbial bottom, a
fragile economy persists. The negative effects of
a battered economy will likely continue in the near
term as the prospects for growth in population,
income, and industrial-using employment remain
modest at best. Despite oversupply conditions
within most product types, positive opportunities
for investors and tenants in selected submarkets
exist.

INDUSTRIAL MARKET OVERVIEW

Q32011 Q2 2011
Under Construction 120,000 120,000
Planned Construction - -
Vacancy 18.0% 18.2%
Net Absorption 145,762 (494,056)

Q32010 032011 vs. Q3 2010
22,000 445.5%
- N/A
16.4% 1.6%
(80,436) N/A
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HISTORICAL VACANCY RATE
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HISTORICAL NET ABSORPTION
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VACANCY RATE BY SUBMARKET
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NET ABSORPTION BY SUBMARKET
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ABSORPTION BY PRODUCT TYPE
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Distribution

Flex
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This survey consists of buildings greater than 5,000 square feet.

ANNUAL INVENTORY VS. VACANCY RATE
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VACANCY RATES
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Net
Absorption
Q32011

17,794
(24,347)
(8,849)
(3,643)
(18,838)

(37,883)

(84,768)
8,855
(6,448)
(16,782)
(31,248)

(130,391)

(67,074)
61,635
45,483
60,585
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145,566
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(12,912)
1,931
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187,688

464
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78,846

145,762

ABSORPTION

Net
Absorption
YTD 2011

New
Supply
032011

28,665 -
6,381 -

35,046 -

(330,893)

(17,008)

(147,410) -
(343)

(128,817) -

(624,471) -

(84,768) =
(1,371) -
7,536 =
4419 -
(66,974) =

(141,158) -

(309,279) -
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87,652 -
(21,938) -
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6,275 -
104,438 -

163,411 -

(585,549) =
(134,088) -

(1,309,856)
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PRODUCT TYPE

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

FLEX
1,500-3,000 SF divisibility, 40% or more
office build-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

?(»o Airport 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
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This survey consists of properties representing both single tenant and multi-tenant buildings. The lease rates are based on a triple net basis. The information contained in this
report is gathered from sources that are deemed reliable, but no guarantees are made as to its accuracy. This information is for Voit Real Estate Services’ use only and cannot
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