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Willamette Valley 

 
While experiencing a brief upturn in the second quarter housing prices, the counties of the Willamette Valley 

were no exception to the impact of the housing crisis felt nationwide.  The third quarter brought lower median prices 
for all counties but Linn, where prices actually rose in both annual (6.2%) and quarterly prices (2.4%).  However, 
when overlooking the second quarter price hike, the change in price through the past year has remained relatively 
steady, with prices making a slow comeback from 2008’s first quarter slump. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Annual Appreciation for Central Oregon
3Q 2007 - 2008 - Single Family Detached Under
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Annual Appreciation Rates of Existing Detached Homes
Willamette Valley
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In Salem, the existing housing stock follows the trend of its neighboring cities and counties.  Median prices 
($197,500) are down 4% from second quarter, 1.2% annually, number of transactions is down, and average days on 
market remain at record highs.  As mentioned before, annual depreciation of the Willamette Valley counties confirms 
that the impact of the national housing crisis continues in Oregon.  However, in Linn County median prices up 6.2% to 
$169,950 and the number of transactions is up 5.9%, Linn will be a good market to watch as we continue to see the 
effects on prices of the deleveraging of housing markets. 
 
 
 
 
 
 

 Median Sales Price and Annual Appreciation
Existing Homes
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Retail Market Analysis1 
 
By Elizabeth Warren, Certificate of Real Estate Development Graduate Student & 
Oregon Association of Realtors [OAR] Fellow 
 
 
 
 
 
 
 
 
 
 
 
- 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
1 Current and historical Portland Retail Data provided by CB Richard Ellis Real Estate Services 

PORTLAND 
   QUICK STATISTICS 
 
 
Going-In Cap Rate 
Regional Mall 
6.9 % 
 
Terminal Cap Rate  
Regional Mall 
7.6 % 
 
 
Inventory 
Square Footage 
40,117,551 Integra 
45,940,307 CBRE 
 
 
Vacancy  4.96% 
 
 
 
 
 
 
 
Annual Total Value 
Change 
13% 
 
 
Average Asking Rate 
$19.35/Sq.Ft. 
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Portland’s retail market remained strong in the third quarter of 2008.  
Gross Leasable Area (GLA) is up a half percent overall, vacancy is 
down, and price-per-square-foot remains stable at $19.35.  
 
Vacancy 
Portland’s vacancy was reported down in the second quarter from 
2007’s fourth quarter, reporting a 4.5% vacancy.  Retail vacancy 
declined one point since this time 2006, and 0.1% from 2007.  
 
Net Absorption 
According to Integra’s recent publication, average annual net 
absorption was reported at 293,821 square feet.  Final numbers for 
2007 reported absorption of 327,118 SF into the market.  CoStar’s 
Retail Report lists: 
 Tenants vacating large block space in 2008 to include: 
- Park City (9,800 SF vacating Wood Village Town Center) 
- Eddie Bauer (8,310 SF vacating 700 SW Fifth Avenue) 
- NW Dollar Store (7,265 SF vacating Meadowland Shopping Center) 
Tenants moving into large block space to include: 
- Fred Meyer (moving into 2500 Columbia House Blvd 139,000 SF) 
- H Mart (moving into Tigard Marketplace 59,625 SF) 
- 24-Hour Fitness( moving into Orchards Market Center 45,000 SF). 
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Total Under Construction2 

Integra Realty Resources reports that a total square footage of 1,531,906 square feet is under 
development in the Portland area.  This is followed by a three-year forecast of 100,000 square 
feet of annual net absorption for 2008, with the same forecast for 2007 reported at 1.5 million 
square feet. The total value change experienced for the past three years is a positive 13%.     
CoStar’s notable deliveries included3: 

- 2500 Columbia House Blvd – 196,000-square-foot facility now 76% occupied 
- 15639 SE Sunnyside Rd – 170,900-square-foot facility now 92% occupied 
- JC Penney’s – 105,000-square-foot building now 100% pre-leased 
- 13001 NE Fourth Plain Blvd – 62,000-square-foot facility now 73% pre-leased. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
2 Data provided by Integra Realty Service’s Viewpoint publication 
3 Data provided by CoStar Group’s Mid-Year Retail Report 

2Q08 No. Bldgs 

Gross 
Leasable 

Area Occupied Vacant % Vacant 
Avg. Asking 

Rate 

Vancouver 98 8,629,579  8,142,264  487,315  5.6% $19.62  
Eastside 73 6,568,852  6,304,298  264,554  4.0% $19.72  
Beaverton 69  4,670,478  4,514,272  156,206  3.3% $19.93  
Hillsboro/Aloha 47 4,238,531  3,992,307  246,224  5.8% $21.24  
I-5 Corridor 63 4,079,141  3,903,404  175,737  4.3% $22.59  
Tigard 33 3,715,825  3,630,034  85,791  2.3% $17.70  
Clackamas 29 3,696,182  3,606,223  89,959  2.4% $27.00  
Gresham 42 3,480,223  3,232,012  248,211  7.1% $14.34  
Milwaukie/OR 
City 32 2,351,593  2,273,233  78,360  3.3% $18.80  
North Portland 18 1,788,502  1,660,566  127,936  7.2% $11.30  
Downtown 41 1,306,194  1,233,959  72,235  5.5% $25.97  
Northwest 35 921,513  896,313  25,200  2.7% $24.66  
Close-In SW 16 493,694  487,258  6,436  1.3% $19.28  
Portland Metro 246  15,157,896 14,485,798 672,098  4.64% $20.59  
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Rental Rates1 
 
Average quoted rental rates are down from 2007’s unusually high rate of $20.23 per square 
foot.  However, the $19.35 continues the slower trend upwards from 4Q 2006, $19.23, and 2Q 
2007, $19.27.  This calculates to a 0 .42% annual increase in rental price. 

                                                 
1 Rental Rates provided by CB Richard Ellis Realty Services 
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Office & Industrial Market Analysis 
Greg LeBlanc, MBA, RMLS Fellow, & Certificate of Real Estate Development Student 
 

 

Portland Office Market 
 

 
The Portland office market continues to hold steady in the face of challenging economic times.  
Difficulties may be starting to surface in the suburbs, where vacancy in the last quarter has 
increased over a full percentage point to 14.7%.  The downtown market continues to perform 
well where supply is tight.  The current CBD vacancy experienced a modest drop to 8.1%, and 
Class A vacancy continues to hover around 5%.  Despite the solid performance, brokers are 
reporting that tenants are hesitant to make any large leasing commitments until the economy 
shows signs of improving.  While this is occurring, the downtown market will soon see the first 
330,000 square feet of over 1.3 million square feet of new construction scheduled for 
completion by early 2011.   
 
National Economy 
 
What a difference 120 days makes.  The discussion last quarter focused on the threat of 
inflation with rising food and fuel prices, the bail out of Fannie Mae and Freddie Mac, and the 
take over of Indy Mac bank by the Federal Deposit Insurance Corporation.  Since that time, the 
national economy has taken a more dramatic turn for the worse, starting with the Chapter 11 
bankruptcy filing by Lehman Brothers on September 14, 2008.  The storied financial 
investment bank could no longer function under the weight of $60 billion in real estate-backed 
holdings.  Since Lehman’s bankruptcy announcement the United States has seen: 
 

1. The largest bank failure in American history when Washington Mutual and its 
over $300 billion in assets were sold off to JP Morgan Chase for $1.9 billion.  The bank’s 
demise was brought on by an overexposure of risky home mortgages; 

 
2. Bank of America’s acquisition of Merrill Lynch for $50 billion in an all stock 

deal; 
 

3. An $85 billion emergency loan by the U.S. government to insurance giant AIG; 
 

4. A loan of $180 billion to the nation’s banks by the Federal Reserve and central 
banks around the world; 

 
5. The purchase of troubled Wachovia Bank by Wells Fargo;  

 
6. A $700 billion emergency Federal bailout plan passed by the U.S. Congress to 

assist the national banking sector; and 
 

7. A sell off of stocks in markets around the world with the U.S. Dow Industrial 
average dropping 14.1%1 in October alone. 

 
The good news is that inflation no longer appears to be a threat with commodity prices taking a 
dive.  The price of crude oil has dropped over 53% from the July 28, 2008, high of $147 per 

                                                 
1 CBS MarketWatch, “Dow Suffers Worst October Since 1987” 
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barrel to $67.81 a barrel on October, 31, 2008.2  Taken in the context with what has gone on 
in other areas of the market, this volatility is not necessarily good news.   
 

Global Market Turmoil: %  Decline 
Between  September 1, 2008 & October 27, 2008 
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Source:  Yahoo! Finance.com; accessed October 27, 2008 

 
 
 
The latest release of the S&P/Case-Shiller home price index shows that home values are down 
16.6% nationwide from a year earlier.  A bright sport for the region is that the same index 
shows a more moderate drop of 7.6% for homes in the Portland area during this same time 
period.3  Unfortunately, many economists believe that home values will continue to slide in the 
next year, with Goldman Sachs predicting homes will depreciate an additional 15% nationwide 
before the bottom is reached.4  This massive contraction in home values feeds into additional 
foreclosures as more people find themselves owing more than their homes are worth.  The end 
result is tighter lending standards as banks manage defaulted loans and attempt to correct 
their balance sheets.   
 
 
So how did we get into this predicament?  The simple explanation is that the U.S. consumer 
has been on a massive buying spree since the late 1980’s.  Spurred by the availability of easy 
credit, Americans have spent lavishly on homes, cars, electronic gadgets and other 
discretionary goods.  As of last year the rate of personal savings in the United States stood at 
0.5%, down from over 7% in 1992.  During this same time period there has not been a 
noticeable increase in the rate of real income.   

                                                 
2 Ibid. 
3 Standard & Poor’s, S&P/Case-Shiller Home Price Indices, Historical Home Price Values 
4 Lahart, Justin and Evans, Kelly, “Economists Search for End of Woes”, Wall Street Journal, October 29, 2008. 
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Rate of US Personal Savings (%)
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Source:  US Department of Commerce, Bureau of Economic Analysis 
 
Due to the current condition of our national banking sector, it appears that the days of easy 
credit are over.  This in turn has ignited deeper concerns because two-thirds of our economy is 
driven by consumer spending.  The interesting phenomenon about this recession is that loan 
defaults preceded a rise in unemployment.  With the rise in unemployment, however, defaults 
of all loan types are likely to continue.  Add in tighter lending standards and reduced corporate 
profits and you have a self-reinforcing negative cycle.   
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Source:  Federal Reserve Board 

 
With problems on many different fronts within the economy economists are not predicting 
recovery to begin until the latter half of 2010.  Businesses dependent on lines of credit or 
discretionary consumer spending will be put in difficult positions in the next year.  This, of 
course, does not bode well for the commercial real estate market.  The Urban Land Institute 
recently released a forecast for 2009.  The prediction is that the commercial real estate market 
will hit bottom in 2009.  The current landscape sees many owners overwhelmed by debt, 
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declining property cash flows, lenders unwilling to lend and a general avoidance of risk.5  Those 
that can manage debt and maintain an equity cushion will have the most success in navigating 
the market.   
 
Oregon and Portland Economy6

 
The latest figures from the Oregon Employment Department show unemployment in the 
Portland metro area in September increased to 5.6%, an increase of 1% over September, 2007.  
In comparison, the national unemployment rate jumped over 1.6% to 6.1% in the same period.  
Portland’s more moderate rate of employment is encouraging considering the last recession in 
2001, when Portland led the country in unemployment.   

Unemployment:  Metro Portland v. United States
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Source:  Oregon Employment Department 

 
Local employment sectors seeing the largest increase in job loss continue to be led by 
construction, followed by the trade and transportation, financial, and manufacturing sectors.  
In the last year, construction employment in the metro region has dropped by 5.4%, but has 
fared better than the 10.2% statewide drop in construction employment.  Most of the regional 
decrease in construction employment has come from the residential market.  Commercial 
activity is relatively strong in Portland with over one million square feet of office space alone 
under construction in the central business district.  Financial based jobs continue to struggle 
both locally and state-wide.  Although the sector did gain 300 jobs in Oregon for September, 
financing activities related to real estate continue to struggle.  Cushman and Wakefield reports 
that the loss of jobs related to housing finance, like mortgage origination and title insurance, 
have been a significant component for the increase in the metro suburban vacancy rate from 
13.7% to 15.3% rate.7   
 
On the positive side, job gains continue to be led by healthcare, education, government and 
professional services.  The education and healthcare sector saw the addition of 7,300 jobs in 
Oregon, or a gain of 1,700 more jobs than normally added for the month.  Most of the gain 

                                                 
5 Fahey, Marge, and Krueger, Robert, “Commercial Real Estate Market to Hit Rock Bottom Next Year”, Urban 
Land Institute, 
http://www.uli.org/sitecore/content/ULI2Home/News/MediaCenter/PressReleases/2008/2009%20Emerging%20Trends%20Report.aspx
6 All employment figures from the Oregon Employment Department, unless indicated otherwise. 
7 Cushman & Wakefield, Third Quarter 2008 Update. 
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came from businesses related to private-sector education, which added 6,300 jobs at the start 
of the school year. 
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The key for Portland to manage this downturn will be to continue to hold onto what jobs we do 
have and to work to create additional employment.  Over the last few years, the region has 
gathered a significant attention as a leader in sustainable and renewable energy technologies.  
Denmark’s Vestas Wind Systems, the world’s largest windmill manufacturer, has set up its 
North American headquarters and manufacturing facility in Portland’s Rivergate District.  The 
company already employs 300 and expects to add another 200 workers in the next few years.  
Another wind power company, the Spanish owned Iberdrola Renewables, Inc., has located its 
U.S. headquarters in the Pearl District and currently employs 375.  Beyond wind technology 
the region is also establishing a presence as a national leader in solar technology.  SolarWorld, 
one of the largest producers of solar cells in the world, recently opened a 480,000 square foot 
manufacturing facility in the dormant Komatsu plant in Hillsboro.  The company plans to 
employ 1,000 workers by 2011.8   
 
 
Portland also leads the way in green building, with by far the largest per capita concentration 
of LEED certified buildings in the country.  Oregon offers a favorable environment for 
manufactures and users of sustainable and renewable energy through tax incentives and 
credits.  According to Greenlight Greater Portland, a consortium of private sector leaders 
focused on promoting green industries, the region compares favorably on a number of different 
metrics.  Beyond the state tax incentives, the Portland MSA has a well educated workforce, cost 
efficient utilities, relatively low industrial space costs in comparison to other west-coast cities, 
and an established presence of other related businesses.  In a tough economy, looking for ways 
to cut expenses makes sense.  Green technologies should continue to be at the forefront of new 
business generation.  
 
 
 
 

                                                 
8 The Portland Tribune, “SolarWorld Plant Heats Up State’s ‘Green’ Economy”, October 17, 2008. 
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Third Quarter Office Market Trends9

 
 

Office 
CB 

Richard 
Ellis 

Cushman 
& 

Wakefield 
Grubb 
& Ellis 

Norris, 
Beggs & 
Simpson Median 

Market-Wide Vacancy 10.7% 11.9% 11.6% 13.4% 11.8% 
Previous Quarter 10.7% 11.4% 11.3% 13.2% 11.4% 

Third Quarter 2007 10.9% 11.5% 11.7% 13.0% 11.6% 
        

CBD and Downtown 
Vacancy 7.6% 8.5% 7.6% 9.0% 8.1% 

Previous Quarter 7.8% 9.1% 7.8% 9.8% 8.5% 
Third Quarter 2007 8.2% 9.2% 8.3% 10.3% 8.8% 

        
CBD Class A 4.6% 5.6% 4.8% 5.6% 5.2% 

Previous Quarter 5.3% 6.2% 4.9% 6.5% 5.8% 
Third Quarter 2007 5.0% 5.9% 5.2% 5.9% 5.6% 

        
CBD Class A Asking Rents $26.91 $26.61 $26.48 N/A $26.61 

Previous Quarter $27.04 $26.49 $25.94 N/A $26.49 
Third Quarter 2007 $24.17 $25.27 $25.14 N/A $25.14 

        
Suburban Vacancy 13.6% 15.3% 14.0% 15.6% 14.7% 

Previous Quarter 13.0% 13.5% 13.4% 15.0% 13.5% 
Third Quarter 2007 13.4% 13.7% 13.8% 14.9% 13.8% 

        
Suburban Class A 

Vacancy N/A 15.8% 15.6% N/A 15.7% 
Previous Quarter N/A 14.0% 14.9% N/A 14.5% 

Third Quarter 2007 N/A 13.7% 10.5% N/A 12.1% 
        

Suburban Class A Asking 
Rents N/A $24.46  $24.11  N/A $24.29  

Previous Quarter N/A $24.47  $24.35 N/A $24.41  
Third Quarter 2007 N/A $23.79  $24.34  N/A $24.07  

 
 

                                                 
9 Source: CB Richard Ellis (CBRE), Cushman & Wakefield, Norris, Beggs and Simpson, and Grubb & Ellis (October 2008). 
Vacancy rates above include subleases except those reported by CBRE. CBD figures include close-in neighborhoods, except 
Class A figures reported by CBRE.  All rents are full service. All other suburban figures include Vancouver. 
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One of the two big movements in the market this past quarter was the overall vacancy, which 
increased 30 basis points to 11.6% over last quarter.  All of this vacancy increase was 

attributed to additional supply in suburban markets.  The median suburban vacancy rate is 
now 14.7%10, up noticeably from 13.5% recorded at the end of last quarter.  

Office Vacancy:  
Metro Wide All Classes v. CBD Class A
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` *Source:  Grubb & Ellis, Co., Office Quarterly Report, Third Quarter 2008 Statistics 
 
The CBD continues to perform well in terms of vacancy.  At the moment, supply is relatively 
tight in downtown Portland, but the market will see additional office supply added in the next 
few quarters.  Class A vacancy in the CBD is now 4.8%, but is expected to increase with the 
completion of four projects in the Pearl District in the next quarter, which will add over 
330,000 square feet of office space to the central business district.  
 

Office CBD Class A Direct v. Sublease Availability
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10Suburban vacancy rate based on the median of suburban vacancy rates reported by Cushman & Wakefield, Grubb 
& Ellis Co., NAI Norris Beggs & Simpson and CB Richard Ellis. 
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Based on figures compiled by Cushman Wakefield, there are approximately 418,000 square 
feet of Class A office space available through direct lease and another 144,000 square feet 
available through sublease in the CBD.  Last quarter, we reported on the increase in sublease 
space as an indication that the downtown office market was slowing down.  This quarter, 
however, sublease space availability managed a modest drop of 11,000 square feet, but still 
manages to account for over 30% of Class A space currently available.  Considering the 
relatively tight supply of Class A space, and the lack of whole floor configurations available in 
the downtown market, the high percentage of sublease space is not considered a significant 
concern.  
 

Overall Net Absorption (sq. ft.)  and Vacancy (%) for Portland 
Market
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*Source:  Grubb & Ellis, Co., Office Quarterly Report, Third Quarter 2008 Statistics 

 
Absorption continues to remain positive, with over 575,000 square feet absorbed in the office 
market so far this year.  Assuming absorption continues on at this rate, the Portland office 
market will finish the year just shy of the ten-year average absorption level 800,000 square 
feet.  With the current downturn in the economy and the new space coming on the market in 
the next quarter, it may be a struggle to end the year at this level.   
 

Vacancy for Select Suburban Submarkets 

Submarket 
Market Size    
(Sq. Ft.) 

2Q 08 
Vacancy 

3Q 08 
Vacancy 

% 
change  

Current Vacancy 
Square Footage 

Kruse Way      5,916,914  13.8% 13.5% 2.2% 797,905 
Sunset Corridor      3,721,895  21.2% 22.3% -5.2% 829,593 
Beaverton      3,484,188  17.2% 16.9% 1.7% 589,439 
Eastside      2,084,026  6.7% 8.2% -22.4% 171,132 

Johns Landing/Barber 
Blvd. 

     1,679,436  13.3% 14.2% -6.8% 239,176 

Tualatin/Wilsonville      1,600,522  21.9% 28.7% -31.1% 460,089 
Source:  Grubb & Ellis, Co., Office Quarterly Reports, Second and Third Quarter 2008 Statistics 
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Suburban submarkets experiencing the largest percentage increases in vacancy over the past 
quarter were Tualatin/Wilsonville, the Eastside and the Sunset Corridor.  The 
Tualatin/Wilsonville market saw the delivery of the Wilsonville Town Center, which added over 
42,000 square feet of vacant space.  As reported by Cushman Wakefield, the west-side markets 
have had continued fallout from the housing crises with the closure of commercial offices 
supporting that industry.  The largest blocks of vacant space are currently located on Kruse 
Way, the Sunset Corridor and Beaverton, where there is anywhere between 580,000 and 
829,000 square feet of available space. 
 
The total third quarter 2008 absorption for the entire metro office market was weak at only 
48,000 square feet.  This was barely noticeable from the second quarter of 2008, which 
recorded a gain of only 42,000 square feet.  The difference this quarter is that most of the 
negative absorption was recorded in Class C space, as opposed to the negative absorption of 
Class A space in the second quarter.  Considering the challenging economic times, it is 
encouraging that absorption is still positive, but the decline in leasing activity is apparent.  
 

Office Absorption for Class A, B & C 
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*Source:  Grubb & Ellis, Co., Office Quarterly Report, Second and Third Quarter 2008 Statistics 

 
 
Rental rates in the CBD continue to climb, with the Class A asking rate now at $26.61 per 
square foot, according to Cushman & Wakefield’s most recent survey.  Since the first quarter of 
2006, Class A asking rents in the CBD have increased by $4.57, or over 20%.  Similar 
percentage increases have also occurred in the Class B and C office space markets.  CB 
Richard Ellis reports that suburban asking rents continue to climb as well, which is a 
reflection of the new construction that has been added.  According to CB Richard Ellis, 
suburban rents in 2008 have increased 6.8% and now average $21.46 a square foot.  
 

PSU Center for Real Estate •  Quarterly & Urban Development Journal • 4th Quarter 2008 • Page 87 



LeBlanc • Office & Industrial Market Analysis  
 

 

 

CBD Direct Rental Asking Rates/sq.ft. 
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*Source:  Cushman & Wakefield, Third Quarter 2008 Market Update Portland, Oregon Office & Industrial Markets 

 
The following is a list of significant new construction projects occurring downtown.  By the 
close of 2008, over 330,000 square feet of space will be added to the Pearl District and another 
203,000 square feet will be added in 2009.  The addition of this new space represents an 
increase of approximately 5.3% to the current CBD Class A supply. 
 

CBD New Construction     

Building Owner Location CBD Area Sq. Ft. 
Completion 

Date 

The Lovejoy Unico 
NW 
Lovejoy & 
13th 

Pearl 82,843 4qtr 08 

East of Pearl JBH Co. 321 NW 
Glisan Pearl 87,876 4qtr 08 

Machine 
Works 

Machine 
Works LLC 

1455 NW 
Northrup Pearl 112,000 4qtr 08 

809 NW 
Flanders ConOverBar 809 NW 

Flanders Pearl 48,000 4qtr 08 

bside6 Lance 
Marrs 

534 E. 
Burnside 

Close-In 
SE 23,310 1qtr09 

Ziba Design 
Headquarters Ziba 1044 NW 

9th Ave. Pearl 70,000 2qtr 09 

ZGF Building Gerding 
Edlen 

431 SW 
12th Ave. 

N. 
downtown 110,000 2qtr 09 

Meier & 
Frank 
Building 

Gerding 
Edlen 

1417 NW 
Everett Pearl 92,816 1qtr 10 

First & Main Equity 
Office 

100 SW 
Main St. Downtown 366,500 1qtr 10 

Park Ave 
West TMT Dev. 700 SW 

9th Ave. Downtown 330,000 
1qtr 11 

      Total 1,323,345   
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CBD Office Construction in the Pearl District & North Downtown11

 
Machine 
Works 
1455 NW 
Northrup 
112,000 sq. ft. 
$34 FSG 
  
The Lovejoy 
NW Lovejoy & 
13th Ave. 
82,843 sq. ft. 
$33.50 FSG 

  
Ziba Design HQ 
1044 NW 9th Ave. 

70,000 
Owner Occup. 

 
  

East of Pearl 
321 NW Glisan 

87,976 sq. ft. 
$29.00 FSG 

  

 
 
 

14th & Everett 
(Meier & Frank) 

1417 NW Everett 
92,816 sq. ft. 
$26.00 NNN 

 

 

12th & 
Washington 
431 SW 12th 
Ave. 
110,000 sq. 
ft. 
Asking Rent 
N/A 
 
 

 

Park Ave. 
West 
700 SW 9th Ave. 
330,000 sq. ft. 
$25-$28 NNN 
 

bside6 
534 E. 

Burnside 
23,310 

Asking Rent 
N/A 

 
 

 
 

 
 
 
 
 

 
 

 
 

First & Main 
100 SW Main 

366,500 sq. ft. 
$35.00 FSG  

 

  
 

                                                 
11 Asking Rent information from Grubb & Ellis Co. Portland Office Report, 3rd Quarter 2008 
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Industrial Market  
 
 
 
 
Signs of the slowing economy are more apparent in the industrial market.  The sector depends 
heavily on employment, and the timelines to construct new space are much shorter than other 
types of development.  With unemployment trending up, new industrial construction has been 
substantially scaled back.  Industrial vacancy has increased 30 basis points over last quarter 
and now registers 6.6%.12  Absorption has also turned negative, which has not occurred since 
the third quarter of 2003, according to CB Richard Ellis.   
 
 

Overall Industrial Net Absorption (sq. ft.)  and Vacancy (%) for 
Portland Market
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Source:  Grubb & Ellis Co., Industrial Quarterly Report, Third Quarter 2008. 

 
 
After of four years of decreased vacancy, the industrial vacancy rate is starting to trend 
upwards.  Absorption figures for the third quarter vary between the four local brokerage 
houses, with a range of a negative <456,000> square feet from Cushman Wakefield to a 
positive 248,000 square feet from NAI Norris Beggs Simpson.  Regardless of this variability, all 
local brokers report that leasing activity has dropped significantly.  Based on figures from 
Grubb & Ellis Co., year to date absorption stands at 1.3 million square feet and will fall short 
of the 3.8 million square feet of yearly absorption enjoyed during the previous four years.   

                                                 
12 Based on a median average of vacancy reported by Cushman & Wakefield, Grubb & Ellis Co. and CB Richard 
Ellis.   
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Industrial Absorption and New Construction (Sq. Ft.)
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*Source:  Grubb & Ellis Co., Industrial Quarterly Report, Third Quarter 2008. 

 
Absorption for the years 2004 through 2007 outpaced new construction.  That trend will most 
likely come to an end this year due to the addition of nearly 2.3 million square feet of new 
industrial space added so far this year.  At this time, there are approximately 698,000 square 
feet of industrial space under construction and will be delivered to the market by the end of the 
first quarter 2009.  Since all but 60,689 square feet of this space is speculative, absent any 
economic turnaround, vacancy rates will most certainly be on the rise.   
 
 

Historical Industrial Deliveries (sq. ft.)  and 
Vacancy (%) for Portland Market
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*Source:  Grubb & Ellis Co., Industrial Quarterly Report, Third Quarter 2008, and The CoStar Industrial 
Report, Portland Market, Mid-Year 2008 
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Third Quarter Industrial Market Trends13

 

  CB Richard 
Ellis 

Cushman & 
Wakefield 

Grubb & 
Ellis Median 

Market-wide Vacancy 6.1% 6.7% 6.6% 6.6% 
Previous Quarter 5.8% 6.3% 6.7% 6.3% 

Third Quarter 2007 4.9% 5.0% 5.3% 5.0% 
        

Warehouse/Distribution N/A 5.8% 6.7% 6.3% 
Previous Quarter N/A 5.8% 6.8% 6.3% 

Third Quarter 2007 N/A 4.3% 4.8% 4.6% 
        

R&D/Flex Vacancy N/A 9.5% 6.3% 7.9% 
Previous Quarter N/A 9.2% 6.5% 7.9% 

Third Quarter 2007 N/A 9.2% 7.0% 8.1% 
        

Asking Monthly Shell 
Rates $0.39  N/A $0.42  $0.41 

Previous Quarter $0.39  N/A $0.42  $0.41 
Third Quarter 2007 $0.37  N/A $0.41  $0.39 

        
Asking Monthly Flex 

Rates $0.85 to $1.05 N/A $0.85 N/A 
Previous Quarter $0.85 to $1.05 N/A $0.82 N/A 

Third Quarter 2007 $0.85 to $1.05 N/A $0.83 N/A 
 

Major Lease Transactions       
Tenant Building  (Sq. Ft.) Submarket 

Odom Corp. Cascade Distribution 
Center 150,615 North/Northeast 

Fidelity National Title Kelly Point Distribution 
Center 100,750 Rivergate 

MacSteel Service Centers 4033 NW Yeon Ave. 89,418 Northwest 

CRT Processing 10151 SE Jennifer 
Street 75,196 Southeast 

Fulfillment Corp. of America 217 Distribution 
Center, Building C 66,950 Beaverton 

Fluid Connector Products 2929 NW 31st Ave. 36,138 Northwest 

Cascade Controls Northwest Rockwood Corp. Center 29,250 Gresham 

 *Source:  NAI Norris Beggs & Simpson, CB Richard Ellis, and Cushman & Wakefield, Industrial 
Quarterly Reports, Third Quarter 2008, and the Portland Business Journal  

 
                                                 
13 *Source:  CB Richard Ellis, Cushman & Wakefield, and Grubb & Ellis (Third Quarter 2008).  Warehouse and Distribution figures for 

Cushman & Wakefield include manufacturing space which represents one-fifth of warehouse/distribution space.  All rents are NNN. 
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