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Southwest Michigan Industrial Vacancy Rate*

* All Product Types in Kalamazoo/Battle Creek Metro Submarkets

“Diversification continues to be
the key to sustained growth.”

Dave Kuepfer
Commercial Real Estate Advisor

Slow but steady
Executive Summary

Another quarter of limited absorption describes the Southwest Michigan

industrial market as 2006 comes to a close.  There were a few notable

transactions in the area over the summer months, but nothing to bring the

Kalamazoo area vacancy rate down significantly.  Both the warehouse and

distribution sectors, as well as the general industrial sector of our market,

saw a slight drop in vacancy rates, while the other components sectors of

the industrial market remained unchanged.  Rental rates have seen a slight

increase.

As reported at the beginning of 2006, the industrial market is not expecting

any significant new spec construction.  The region has a surplus of existing

industrial space. Landlords are offering shorter lease terms and increased

incentives to combat vacancies.  Until these availabilities are absorbed,

new construction will continue to lag.

The good news for Kalamazoo continues to be found in the region's many

proactive economic development organizations, which are offering tax

incentives and other initiatives to help fill major vacancies.  Coupled with a

burgeoning life sciences and biotechnology market in Kalamazoo, the

groundwork is being laid to accelerate this long-lasting recovery phase into

a period of sustained growth.
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Some of the data in this report has been gathered from third party sources and has not been independently verified by Grubb & Ellis|Paramount
Commerce. Grubb & Ellis|Paramount Commerce makes no warranties or representations as to the completeness or accuracy thereof. 

Inventory: Industrial Inventory includes all muti-tenant, single tenant and owner-occupied buildings with size thresholds from 7,500 square feet.

Construction Type: Speculative (“spec”) construction is designed to attract tenants likely to be in the market when the project is leasing. Build-to-suit construction is

designed for a specific tenant.

Industrial Product Types: Industrial buildings are categorized as warehouse-distribution, general industrial, R&D/flex and incubator based on their physical characteristics

including percent office build-out, clear height, typical bay depth, typical suite size, type of loading and typical uses.

Vacancy and Availability: The vacancy rate is the amount of physically vacant space divided by the inventory. Vacant space includes both vacant direct and vacant sub-

lease space. The availability rate is the amount of space available for lease divided by the inventory.

Net Absorption: The net change in physically occupied space over a period of time.

Asking Rent: The dollar amount asked by landlords for available space expressed in dollars per square foot per year. Industrial rents are expressed as triple net where all

costs including, but not limited to, real estate taxes, insurance and common area maintenance are borne by the tenant on a pro rata basis.

Average Weighted Asking Rent: Average market rent where the asking rent for each building in the market is weighted by the available space in the building.

Industrial Market Terms and Definitions

Industrial Market Snapshot Southwest Michigan Fourth Quarter 2006

By Submarket Net Absorption Under Asking Rent
(All Product Types) Total SF Vacant SF Vacant % Current Year-to-date Construction WH/Dist. R&D Flex

Battle Creek 13,333,311 555,381 4.2% - (15,999) - $3.20 -
Kalamazoo 6,845,571 1,322,460 19.3% 26,420 656,154 - $3.45 $3.04
Kalamazoo CBD 882,013 121,762 13.8% - - - - -
Outside Metro Area 1,345,331 319,811 23.8% - 138,135 - $2.74 $4.25
Portage 2,331,525 152,777 6.6% 18,621 - 527,085 - $4.49 -

Total 24,737,751 2,472,191 10.0% 45,041 1,305,375 - $3.29 $3.07

By Product Type Asking Rent
(All Submarkets) By Product Type

General Industrial 14,373,283 696,849 4.8% 16,760 246,295 - $3.39
R&D/Flex 2,202,970 514,650 23.4% - 315,070 - $3.07
WH/Dist. 8,161,498 1,260,692 15.4% 28,281 744,010 - $3.29

Totals 24,737,751 3,599,423 10.0% 45,041 1,305,375 - $3.26

* Grubb & Ellis statistics are audited annually and may result in revisions to previously reported quarterly and final year-end figures.


