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The Association of Industrial Real Estate Brokers Project Strong Close to Year;

Mid-Term Elections Unlikely to Impact Industrial Market Activity
Rosemont, IL (November 16, 2006)— Most members of the Association of Industrial Real Estate Brokers (AIRE) contend that industrial market activity through the balance of 2006 and into 2007 will at least keep pace with current trends associated with a strengthening market and be unaffected by the recent mid-term elections that saw a shift in the national balance of power.

At the Association’s November meeting, the more than 150 members in attendance were asked a series of questions to project current activity levels, future trends and the impact of the mid-term elections. 

Representing a bellwether indicator of real estate trends, the survey of the industrial real estate community showed approximately 8 in 10 members responding stated that vacancy rates will remain at their lowest levels in four years, or steadily improve even further. Approximately 15 percent stated the vacancy rate will reverse its current course and move upward. 

“The Chicago market will follow the coasts with increasing rental rates and decreasing vacancies,” John Joyce, the program chairman for AIRE and a senior director with Cushman & Wakefield said. “The recovery is here and the development community is racing to keep up with demand.

Just over half of the survey respondents, approximately 52 percent, expect the recent mid-term election will have no impact on industrial market activity. One respondent split his response saying the shift in power would have a positive impact on the leasing market and a negative impact on the sale market, an indicator, perhaps that some uncertainty exists in the minds of the user community.
When looking specifically at the outlook for activity in Fourth Quarter 2006, approximately 6 in 10 state that combine sale and lease activity will range between 12 million and 16 million square feet of space. Fifteen percent of the responding AIRE members say activity will be greater than the average amount of activity that occurred over the last three years, 13.4 million square feet.

—more—

AIRE Member Survey Shows Optimism – Add One

Nearly one third of AIRE members said activity during the fourth quarter will be less than 11.9 million square feet, well below historic activity levels.

A key barometer of market activity, according to Patrick Lederer, President, AIRE, is the amount of space absorbed in the market – the change in the amount of available space.

Nearly eight in 10 survey respondents said absorption of space in 2006 likely will be the same or better than 2005 levels when more than 19.3 million square feet of space was absorbed. More than 45 percent of AIRE members surveyed believe activity levels will in fact be greater than last year and just 20 percent expect activity to be off from 2005 activity levels.

In looking at the investment sector, AIRE members were asked which property type – big box, conventional multi-tenant or flex buildings – will yield the greatest return for an institutional investor. More than half the respondents, 55 percent, expect conventional multi-tenant buildings to provide the greatest return. More than 35 percent expect the big box developments to fare the best for the institutional investor.

In explaining those survey findings, ” Keith Stauber, Vice President, First Industrial, said, “Rental rates on big box buildings have hit a bottom because of high construction costs. “Mid- to small-spaces in multi-tenant facilities will start to see increases in rents. Given these conditions, multi-tenant buildings are the preferred choice in the industrial marketplace.”

In spite of the general optimism for the market, Geoff Kasselman, SIOR and President, Op2mize, LLC, said, “The overall market for spaces larger than 100,000 square feet continues to percolate, but is more precarious than most people realize or are willing to admit. It wouldn’t take much to upset the balance or knock the market off its track.”

# # # #
About AIRE: The Association of Industrial Real Estate Brokers (AIRE) is the largest real estate brokerage association in Illinois. AIRE has more than 425 members including brokers, sales people and associates from related real estate firms. Its members command more than 90% of all Illinois industrial brokerage transactions. AIRE was founded in 1956 to improve communications among industrial brokers in metropolitan Chicago. The organization is dedicated to strict ethics, moral conduct, professional education, technological advances and cooperation between industrial real estate brokerage professionals - Creating better results for all parties in the real estate transaction.

