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January 23, 2014

Re: Commercial Real Estate Survey: 4th Quarter, 2013
Dear Reader,

RCG Economics and the UNLV Lied Institute for Real Estate Studies are excited to produced the Lied-RCG
Commercial Real Estate Survey (“the Survey”) containing the most comprehensive, timely and accurate data and
analysis on the Las Vegas Valley’s industrial, speculative office and anchored retail markets.

RCG Economics has partnered with the Lied Institute to produce objective and independent quarterly surveys on the
health and state of the commercial real estate market. RCG is a leader in real estate market research and analysis,
including commercial real estate, and in economic forecasting. The Lied Institute seeks to advance real estate knowl-
edge through research, student scholarship, and community outreach activities.

The Survey is born of our commitment to excellence in serving those organizations requiring superior up-to-date mar-
ket analysis and data to make key decisions. Developing this Private-Public Partnership to collect, analyze and release
unbiased information is further proof of this commitment. Equally important, the data herein is collected as close as
possible to the end of each quarter.

This survey documents historical and current market conditions at the Valley and submarket levels. The data contained
herein are organized and tracked by our in-house research analysts and economists to provide the best analysis of Las
Vegas’ commercial real estate markets. The survey contains a variety of meaningful market indicators, including:

e Total existing inventory

e New and planned construction activity
¢ Vacancy and occupancy levels

¢ Net Absorption

e “Coupon” or quoted monthly rents

Further, our three commercial (industrial, office and retail) databases contain benchmark building data, by submarket,

dating back to 1996. This information allows us to develop “custom” studies for our readers and clients. It is through
this survey and our other services and products, that we remain the “Source for Decision Makers.”

Regards,

John Restrepo Marcus Conklin
RCG Economics Lied Institute for Real Estate Studies-UNLV



LAS VEGAS VALLEY ANCHORED RETAIL MARKET

SUMMARY

The Las Vegas Valley’s (“the Valley”) anchored retail market®
inventory remained at 42 million square feet (“sf”) in Q4,
2013 as there were no completions recorded for the year.
After seeing net absorption drop last quarter, demand for
retail space was positive again with 312,100 sf absorbed,
bringing the four-quarter total to 484,500 sf for 2013 overall.
This helped push vacancy down to 11.7% in Q4, down from
12.4% last quarter’s and 12.8% in the same quarter last year.
Average monthly asking rents rose to $1.32 per square foot
(“psf”) NNN’ in Q4, $0.02 higher than the previous quarter
and $0.01 lower than Q4, 2012. There remained 278,700 sf of
forward-supply' space, comprised of two Community
Centers that were under construction by the end of 2013.

RETAIL JOBS

There were 110,900 jobs in the retail sector in November
2013, accounting for 14% of total private jobs in Clark
County. This was 5,900 (+5.6%) more than the retail jobs
recorded for November 2012. Employment in the retail sec-
tor has been increasing on a year-over-year basis since May
2010 and has shown relatively strong gains throughout 2013.

VACANCY & RENTS

Since the record high of 15.3% in Q2, 2011, the average total vacancy rate (directly vacant plus vacant sublease space) for the
Valley’s anchored retail market declined for the 10" consecutive quarter to 11.7% in Q4, 2013. This is 0.7 percentage points
below Q3, and 1.1 percentage points below Q4, 2012 when vacancy was 12.8%.

The highest submarket vacancies were in West Central at 17.1%, followed by Downtown (14.1%), University East (13.8%) and
Henderson (13.4%). Only two submarkets had vacancy rates below 10%, including Southwest (7.9%) and Northwest (9.4%).
Relative to the previous quarter, vacancy went
up slightly in Downtown and West Central and
decreased in the remaining submarkets. The
largest improvements were in the Northeast,
which saw vacancy drop 2.2 percentage points
to 13.4% in Q4, and in Henderson where
vacancy dropped 2.2 percentage points 10.3%.

Vacancy improved in all shopping center types
but improved the most in Neighborhood
Centers, which saw vacancy drop 1 percentage
point from the previous quarter to 13.1% in
Q4. Power Centers had the lowest overall
vacancy among the three product types at
10.6%. Community Center space was 11%
vacant at the end of the year.

After recording five consecutive quarters of
slight decreases, the overall average monthly
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asking rent rose in Q4 to $1.32 psf (calculated on a NNN
basis; not accounting for any operating expenses).
Compared to Q3's $1.30 psf, rents are up $0.02, but remain
a bit above the $1.33 psf in Q4, 2012. Overall, rents have
been relatively flat since Q3, 2011, stagnating between
$1.30 psf and $1.37 psf. Adjusting historical quarterly ask-
ing rents for inflation, the current average asking rent of
$1.32 is $0.90 below that of five years ago, when Q4,
2008’s asking rent was $2.22 psf in real terms.

DEMAND

After recording -42,000 sf of total net absorption during the
previous quarter, demand has picked up once again in Q4,
posting 312,100 sf of space absorbed for the quarter. This is
the strongest it has been since QI, 2008. However, on an
annual basis, the 484,500 sf of net absorption in 2013 is half
what it was in 2012 when over 1 million sf was absorbed.

The West Central and Downtown submarkets saw more

space vacated than leased on a net basis at -3,000 sf and -

68,000 sf, respectively. The remaining areas recorded posi-
tive absorption, led by Henderson with 177,500 sf absorbed.

Net absorption was up in all shopping center types, with equal contributions from Community Centers (145,000 sf) and
Neighborhood Centers (144,100 sf). Absorption in Power Centers added 23,000 sf for the quarter.

SUPPLY

No new anchored retail space in the Valley was completed during Q4, 2013. There were only two quarters in the past four years
(since Q1, 2010) that new retail space was brought to the market. The Valley’s total anchored retail inventory remained at 44.1
million sf in 266 shopping center buildings.

Lastly, forward supply' activity at the end of Q4 was unchanged over the previous quarter: there were no anchored centers that
were planned for development while 278,700 sf were under construction. Under-construction retail space included two
Community Centers being built in phases, including the 138,700-square-foot Green Valley Crossing in Henderson and the
140,000-square-foot Target-anchored center in the Northwest.

From what we know, we do not see much new retail development taking place in 2014. This will help the Valley’s anchored
retail market trend back toward a 10% stabilized vacancy rate. Our latest estimates indicate a timeline of 1-1.5 years (based on
average quarterly absorption rate of 187,200 sf over the last 10 years) before the stable rate is realized.
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FURTHER THOUGHTS

The Valley’s anchored retail market steadily improved during 2013, continuing the slow climb to recovery that began in 2012.
The trajectory of this moderate growth is clearly welcomed and has much improved compared to 2009-11. While average
monthly asking rents grew very little over the past two years (2012 and 2013), the vacancy rate has dropped three percentage
points to 11.7% by the end of 2013. This upturn clearly mirrors consumer confidence and spending (local residents and tourists),
which also reflects greatly on the improved taxable retail sales in Southern Nevada. That said, these improvements are largely
driven by the use of consumer debt and not necessarily growing wages and incomes, and weekly work hours, which remained
listless. As the anchored retail market moves into 2014, job and wage growth will remain a concern, as we have noted, but RCG
and Lied expects a progressively healthier market this coming year. We hope that this trend spreads to the unanchored retail
market, which remains anemic. It is likely that we will continue to see a number of unanchored centers re-tenanted for non-tra-
ditional users like call centers.

RETAIL MARKET GLOSSARY

Retail properties tracked include shopping centers with at least 10,000 square feet of usable space. These centers have several
different stores or tenants and are anchored by one or more large, national tenant (i.e., Best Buy, Target, and Smith’s).
Characteristics of buildings were used to define the appropriate classification of properties into subtypes, such as tenant mix,
size and trade area. A property must exhibit one or more of the typical building characteristics to be considered a specific clas-
sification.

Power Center
¢ Centers with a minimum of three, but usually five or more, anchor tenants that dominant in their categories
e Size typically more than 250,000 square feet, but can be as small as 125,000 square feet; almost all units designed for
large tenants
¢ Customer-base is typically drawn from within a 15-mile trade area

Community Center
¢ Centers with stores that sell consumer goods, in addition to convenience goods and personal services
¢ Typical anchor tenants include junior department stores and off-price/discount stores, and store that sell goods requiring
comparison such as apparel and appliances; other tenants include drug stores and home improvement centers
¢ Size typically between 100,000 and 300,000 square feet, but can be over 500,000 square feet
¢ Customer-base is primarily within a five-mile trade area

Neighborhood Center
¢ Center with stores that sell convenience goods (e.g., food, sundries and takeout food) and provide personal services (e.g.,
dry cleaning and hair/nail care) that meet the day-to-day living needs to the immediate area
¢ Typical anchor tenant is a supermarket
¢ Size tends to be smaller than 100,000 square feet, but can range from 30,000 to 150,000 square feet
¢ Customer-base is within a two- to three-mile trade area
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NOTES

10.

11.

Includes all single and multi-tenant for-lease and owner-occupied industrial Warehouse/Distribution, Light Distribution,
Light Industrial, Incubator and R&D Flex properties with roll-up doors in the Las Vegas Valley.

All industrial rents in this report are quoted on a monthly triple net (NNN) per square foot basis and does not include
additional expenses such as taxes, insurance, maintenance, janitorial and utilities. Rents are based on the direct vacant
space in projects, not the average of leases in projects.

Based on select industries (Natural Resources, Construction, Manufacturing, and Transportation & Warehousing and
Wholesale Trade industries) from the Nevada Department of Employment, Training and Rehabilitation’s latest employ-
ment statistics.

Includes all for-lease (speculative only) professional office Class A, Class B, Class C and Medical office properties
greater than or equal to 10,000 sf of gross leasable area. Does not include government buildings.

All office rents in this report are quoted on a monthly full-service gross (FSG) psf basis inclusive of taxes, insurance,
maintenance, janitorial and utilities.

Based on select industries (Information, Financial Activities, Professional & Business and Health Care & Social
Assistance) from the Nevada Department of Employment, Training and Rehabilitation’s latest employment statistics.

Forward-supply is a combination of space presently under construction in a quarter and space planned to begin construc-
tion within the next 4 quarters.

Includes all anchored retail Power Center, Community Center and Neighborhood Center properties with 40,000 or more
of gross leasable area in the Las Vegas Valley.

All retail rents in this report are quoted on a monthly triple net (NNN) per square foot basis and does not include addi-
tion al expenses such as taxes, insurance, maintenance, janitorial and utilities.

Forward-supply is a combination of space presently under construction in a quarter and space planned to begin construc-
tion within the next 4 quarters.

Forward-supply is a combination of space presently under construction in a quarter and space planned to begin construc-
tion within the next 4 quarters.



