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The REALTORS® Commercial Real Estate Market Survey measures quarterly activity in the commercial
real estate markets. The survey collects data* from commercial REALTORS®. The survey is designed
to provide an overview of market performance, sales and rental transactions, along with current
economic challenges and future expectations.

Download this report from:

www.realtor.org/reports/commercial-real-estate-market-survey

Copyright © 2012 NATIONAL ASSOCIATION OF REALTORS®. Reproduction, reprinting or retransmission
in any form is prohibited without written permission. For questions regarding this matter please e-mail
eresearch@realtors.org.

THE NATIONAL ASSOCIATION OF REALTORS®, “The Voice for Real Estate,” is America’s largest trade

association, representing 1.0 million members involved in all aspects of the residential and commercial real
estate industries..

Although the information presented in this survey has been obtained from reliable sources, NAR does not
guarantee its accuracy, and such information may be incomplete. This report is for information purposes
only.

*In July 2012, NAR invited a random sample of 52,000 REALTORS® with an interest in commercial real

estate to fill an on-line survey. A total of 555 responses were received, for an overall response rate of 1.06
percent.

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtors.otg/research
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2012.Q2 Survey Highlights

« REALTOR® commercial markets showed stabilization with slight improvement in certain
regions of the country during the quarter.

« Seven in ten commercial REALTORS® closed a sales transaction during the quarter.

» Sales volume rose 12 percent from a year ago.

» Sales prices declined four percent on a year-over-year basis.

» Leasing activity advanced four percent from the previous quarter.

» Rental rates declined two percent compared with the previous quarter.

» Concession levels declined two percent on a quarterly basis.

» Financing remains at the top of the current challenges list, followed closely by pricing.

« The estimated average transaction was unchanged at $1.1 million from the prior quarter.

REALTORS® Commercial Activity — 2012.Q2

Sales Volume Compared with Previous Quarter f Up 3%
Sales Volume Compared with Previous Year 1 Up 12%
Sales Prices Compared with Previous Quarter lv Down 4%
Sales Prices Compared with Previous Year lv Down 5%
Expected Inventory Availability for the Next 12 Months l' Down 1%
Rental Volume Compared with Previous Quarter 1 Up 4%
Rental Rates Compared with Previous Quarter l Down 2%
Level of Rent Concessions Compared with Previous Quarter J Down2%
Volume of New Construction Compared with Previous Quarter ‘ Down 2%
Direction of Business Opportunities Compared with Previous Quarter f Up 3%
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Did you complete a sales transaction?

Under $250K
Between $250K and $500K
Between $500K and S1 M

H Yes
Bet 1MandS2 M
2 No etween $ and $
$2Mand S5 M
Between $5 M and $10 M

Over S10 M
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Dollar amount of last transaction

2012.Q2 Cap Rates

Office 8.8% Office
Industrial 9.1% Industrial
Retail 8.9% Retail
Multifamily 7.8% Multifamily
Hotel 8.3% Hotel
Development 10.7%

2012.Q2 Vacancy Rates

24.7%
15.5%
15.8%

7.2%
20.3%

REALTORS® Most Pressing Challenges

2012.Q1

0% 20% 40% 60% 80% 100%

2012.Q2

H Inventory

m Distress

E Financing

m Local Economy

m National Economy

E Pricing Gap: Buyers vs Sellers
= Other
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Average lease term during last transaction

40% -
35% -
30% -
25% -
20% -
15% -
10% -
5% -
v R
0-12 months 12 months 24 months 36 months 48 months 60 + months 60 months
Average Rental Space Demanded During Last Transaction
2012.Q1 H Over 100,000 sq ft
H 50,000 - 100,000 sq ft
10,000 - 49,999 sq ft
W 7,500 - 9,999 sq feet
5,000 - 7,499 sq feet
2,500 - 4,999 sq feet
2012.Q2 sqtee

 Under 2,500 sq feet

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
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The REALTORS® Commercial Real Estate Quarterly Market Survey asks participants to comment on
current conditions in their markets. Below are a few of the comments about the latest quarter environment.

A little better market; still difficult financing and underwriting.

Activityand inquiries have increased. Closed transactions are still very slow.

Activityis up and pending transactions are up.

Althoughshowing activity is decent, the leases are for less $ and less term. On the sales side it is extremely slow.
Aslong as the economic indicators show clear improvement, very few will step up to the plate.

Austinmarket is good. There is concern about the national and international economies.

Banklending remains the primary obstacle to our commercial market

Banksare too greedy they need more regulation to even the playing field. Hidden fees, excessive spreads over cost
too much personal information

Banks/investohave tightened on lending.
Buffalois fairly stable but, we still see softness in the retail and office markets.

Businessactivity has stalled due to the lack of class A properties and nothing in the pipeline. We're overwhelmed with
B and C offerings.

Busines®©wners are afraid to do anything because of the uncertainty of what the Federal and State Governments ar
to do next. Business Owners are afraid of expanding business or depleting cash reserves as they are afraid they me
needed to survive if the government increase taxes or places additional regulations on businesses.

Buyer® O2y TwaRiSy OS A a

ClassA office very strong, with low cap rates and low vacancy rates; everything else is softin @tasiéand apartments
strong, tertiary markets soft.

Commercials not moving. Very little new construction.

Commercials at a standstill here we are a very rural county. No large buildings, not much industrial, mostly mines, q
retail and some (3) hotels. Doctor offices and hospitals make up for a lot of the business. To survive | am back t re:
land development as new construction is selling because of the low pricing. Why by an existing overprice home with
stubborn seller when you can build it from the ground up and choose your colors for the same or in many cases less

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.
Concerned we have not gotten out of recession and economy is slowing again

Dealss NB GF{1Ay3 Y2NB GAYS IyR 26ySNBE NB o1 O] G2 6FAdA

Demands unmeasured but way outstrips supply; prices will continue to increase and new construction will continue
increase.

Difficultmarket and economy is a major factor here in the Tampa Bay area. For every step forward it seems we take
steps back.

Economicallglepressed rural town of 1,200, middle income employment is most needed commaodity.
Economicss still in a down turn, multi units market is very hot, industrial is at upswing; office is bad.
Economys the main factor, people are afraid.

Financingand National Economy remain issues and November Elections have businesses waiting out decisions with
uncertainty

Financings still the main reason the market cannot move forward. Economics plays a major role also and our proxir
Mexico makes up the balance of the downward trend.

Generapopulation discovering overall lack of residential inventory; developers reps back in market for vacant land,;
industrial users expanding facilities

GETTHE BANKS TO START LOANING

Goodpopulation & job growth occurring; Multifamily tightening and rates increasing. Significant new multifamily
construction occurring

Goodretail outparcels are very difficult to find.

Heardan SBA lender comment that banks are ready to lend money now but the small business owner is not ready tc
Still a big gap between sellers and buyers.

Hot Market- | specialize in Land we have farmers & landowner selling to developers = lots of opportunity to make mc

Houstoneconomy is booming for energy, medical, and rHaltiily sectors. Significant increase in foreign investor activit
and institutional investments in the market.

| am due to close on a sale 08/31/12. We are in due diligence now and so far so good.

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

| am seeing more companies looking to expand and establish satellite offices/locations.

| believe the Broward county commercial real estate market is in a depression but might get better by the winter.
| expect that the troubled asset inventory will drastically slow down by the end of the year

| feel we are still a bit away from the bottoming out of the real estate market, and that prices could drop ane86%625
over the next two years.

| focus in retail market representing Landlords and Tenants. Activity is dramatically improved from 2010 market. Bus
achieving stronger rents with fewer concessions.

| have already closed almost $10M in sales & have about that same amount pending for thisgmgrclosed around $3V
all of last year and just over $1M the year before that. So things are getting better in FL.

| have experienced more deals failing apart than ever before. Retailers are afraid to expand, and consumer spendin
dropped considerably. Lease rates are failing fast to catch any tenant possible. The concerns about the national de
its effects have already begun to affect our local economy because people see what is coming and are not spending
| have seen a lot of clients starting to look at property and make offers.

| offered a commercial office condo for sale priced at a 10 cap. No offers no activity. Baffling!!!

| see "green shoots" however, there is a lot of "Reupd being applied.

| work for Coldwell Banker. Two years ago our main office had 35 salesmen and now we have 10 in residential and
commercial.

If we do not get a new president who has some business sense, our economy will shrivel up to nothing. We are allo
jobs to go out of the country. We just had a major Whirlpool facility close and go to Mexico and our outlook it dismal

In addition to Inventory FINANCING is also a big drawback.

Inour area current market looks very promising, we can see a turnaround within the r&&trhanths.

It appears as if we are waiting on November.

It appears vacancy factors are not motivating owners. No stress to lease or sale at this time. Property owners here t
deeppockets to hold until recovery. Prospective tenants & buyers are not willing to come up to the posted prices at t

time.

It is getting better but we were the first to crash and we crashedtbgp we should lead out first

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

It is improving in office, retail and land sales.

It seems people are very concerned overllO8S/stagnant economy and the WRONG PATH OUR GREAT COUNTR'
GOING.

It wasn't enough to get a deal done....now you have to chase your commission $ with Owners who don't care what tl
agree to on paper.

It's flat. Sellers are not realistic about what the market will bear.

KnoxvilleOffice Market has a 7.5% vacancy rate. With no new construction rates will go up.

Localdemand is low and there is little available financing for small deals (under $10,000,000). There is strong demar
Multi-Family housing (apartments) and industrial. There is demand for Class A and B Offices but little to no deman

retail (high vacancies and financially struggling tenants.) There is little to no market for vacant land or development.

Lousy but at least not a depression any longer; yes, depression, not the government and media generated "Great
Recession" term.

Lowinterest rates are big help.

Manybusiness owners say they will wait until the conclusion of the November, 2012 elections before they make any
substantial business decisions.

Many more buyers looking for investment properties, $500,000 to $3,000,000.

Marketflat, no changes, if anything getting worse due to unfavorable business environment created by the Obama
administration.

Market has not changed much if any at all.

Marketis getting better compared to last year.

Market still flat for leasing however call volume increasing.

Markettaking time to recover. It will long time before everything goes back to normal.

Misinformationis the greatest, most time consuming issue currently being dealt with. I'm finding myself spending mol
educating buyers, sellers, landlords and tenants about the market and lending options.

More inventory than businesses to fill them. Corporate America has driven local business owners out and when they
your left with a big box spaces that are hard to fill

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

Most effects that we are seeing at a local, state and naticrgadt the election over with.

Most leases are Gross with very few NNN except in long term leases 5 or more years.

Multi-family market in Chicago is very competitive currently. Cap rates are down, price per unit is increasing.
My market is mom & pop type tenants and they are not moving yet.

Nationalretailers seem to have the notion that Michigan is a disaster area and consequently are staying away from r
stores in the overall market.

Needa change of government in Washington and Annapolis, Md.

NorthwestArkansas is a progressive area do to the Walton Family influence. Crystal Bridges Museum just opened I
and has surpassed expectations of visitors. The museum of this stature has a positive influence throughout the regi
University of Arkansas continues increased enroliment, so-fanitly is building like crazy right now. It will be interestinc
to see the effects 3 years from now in Fayetteville, with all the new student apartments.

Optimisticabout the remainder of the year and next year. It appears we have bottomed out and are in a slow recove
lease rates going back up and increased sales volume.

Oureconomy is very depressed and it seems to be getting worse. Most business people are very worried and not a
jobs or locations.

Ourmarket is in a unique position due to our large energy market. We have a shortage of housing, office space and
abundance of people with investment capital.

Ourmarket is very strong right now.

OurMiddle Tennessee marketplace is growing steadily with a regular influx of new money. Auto manufacturing and t
industry is growing considering right to work and a ready, willing and able labor force. Our part of the nation is attrac

Propertytaxes are destroying businesses in Shelby County.

REO'are most difficult to complete rules amelgsare out of control. Needing to resubmit entire packages on simple
changes even if bank is making the change

Retailand office tenants upon lease expiration all want to renegotiate for less rent and other concessions; this is prol
getting better than a year ago

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research 10
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

Salevolume is fairly consistent with last year, but values have dropped quite a bit. Financing is difficult to obtain bec
the government's regulations. The future looks dim if things in Washington don't improve.

Sedf market improves after the election, normally it does.

Seeingmore transactions occurring in the marketplace...still cautious buyers and lenders.

Seemdike more buyers/tenants are looking but for extraordinary deals.

Seems/feelfike we are slowing a bit. Hopefully not too much.

Segment®f the commercial real estate market have activity. Class A office in Santa Clara County has a high absory
rate. Multifamily properties have very low vacancy rates. Industrial still has vacancies in larger spaces, but is begin
increase absorption.

Showingsigns of life in the small space market. Still a lot of Office and Industrial Space Vacant in Atlanta.
Slightimprovement-but mostly smaller deals

Slowto very slow. Extra cost of health care and the unknowns in the governments.

Smallbusiness owners are getting "off the fence", ready to take advantage of lower office prices (both purchase and

Smallbusiness owners are paralyzed with economic and tax increase uncertainties. The election results will either s
new activity or depress the existing sluggish demand.

Smallmanufactures & Distributors are growing. | get average of 1 call per week from those looking for space.
Office/warehouse...about 20% office and 80% warehouse. Many are startups with two to three years of experience.

Softdemand for all commercial sectors both for sale and for lease
Stateand Federal policy is creating a negative investment environment many investors are unwilling to take the char

Statisticsn both quantity and volume related to closed leases and sales as well as contracts pending indicate we are
track to have the best year in our eleven year company history.

Stillslow but hope for picking up after the election
Stilltoo much uncertainty, and lack of confidence. However moving slowly in the right direction.

Theanti-business climate of the President is stifling job growth and creating uncertainty among.buyers

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research 11
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

TheAustin market is appreciating and that has accelerated in the past few months.

Thebiggest challenge for commercial sales is the lending practices are too stringent, so even if someone does have
credit, they are still unable to get a loan.

Thecurrent market in Saint Lucie County and the surrounding Counties are showing improvement over last year figu
Y2aid OdzZNNBy(d odzaAySaasSa FyRk2NJ GKS a2y yR t2L) 02YLJ
f20FGA2ya G2 + o0SGASNI a! ¢ 2 Obutishazefor thédartieanonthly feht NA3tS Mdnya
investors are attending and bidding at absolute auctions and end up paying fair market value, differently not the sarn
turnout or resolute for the reserved auctions conducted by the REO banks.

TheDowntown area has such a high vacancy that it is driving rates down.

Theeconomy must be STABLE or GROWING for consumer demand for goods and services to grow and commercia
enterprises to answer their call, thereby moving the commercial real estate market forward.

Theinternational financial condition is a major factor as is the proposed health care, tax changes and economic clim:
Thepresident has an antiusiness stance that is a deterrent. Overall, we need a steady marketplace for business ant
investment and the whole of it is in a state of uncertainty.

Thelocal economy does not support full price offers or anything close to that on commercial sales. In addition, rents
relative low due to average incomes being very low and not increasing. Financing is still an issue, and many commie
properties are only selling with the seller carrying some of the financing.

Themarket is adequate but there is very little confidence in the future. The result is we all look at the economy from
negative perspective. No faith in any major institutions.

Themarket is getting a little better but the National economy and unemployment is a drag on our growth.

Themarket is in a holding pattern while the state of the election, health care and banking takes a deep breath! No o
wants to make a commitment until they have a better idea of the country's leadership and the type of policies that th
be faced with. While neither candidate has all of the right answers, no one is piloting the boat, there is pditictthin
and no one wants to do make the hard decisions that need to be made. | do not predict any type of increased recov
after the election and further resolution of medical and monetary policies.

Themoney is on the fence waiting for a new leader.

Theresidential slump is gone in my local market, & the commercial market is beginning to awaken, but not moving v
quickly. It will likely take another 2 years to get it back on track.

Thereis much inventory, but much of it doesn't seem to fit the needs of today's buyers.

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research 12
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

Theprimary problem is consumer and investor confidence and holdback. Lack of optimism and a defined direction ol
tackle the poor performance on all levels of government. The reluctance of our local gov't of reducing regulations an
and permit certain sites the ability of obtaining affordable and streamlined special exceptions felidenaning use
changes for Landlords & tenants to survive thru these economic times and provide a sunshine time limit for this
procedure...such as 5 years and after such time limit these exceptions would revert back to original required permit
Thisaction allows for Landlords to obtain revenue to themselves and gov't services at the same time providing more
affordable space for tenants providing jobs and cash flow for all local sectors.

Thereis very little activity is this market and there are no signs of it improving.
Thingsare getting better but the cities need to be more proactive with developers and current businesses.

Toledq OH. Generally speaking, the Midyear 2012 office market survey results suggest the market recovery that bec
year is moving onto firmer ground. The market recorded more than 84,000 square feet of positive absorption in the f
half, all of which occurred in the suburbs, offsetting a small amount of negative absorption in the CBD. Overall mark
vacancy declined from 17.18% at y«aud 2011 to 15.94%, with most of the gains coming in the suburban submarkets
Gratifyingly, average asking rental rates moved sharply up, ending the protracted slide which began in 2009. New
construction remains at virtually zero. The only space currently under construction is the addition to the Waterford B
headquarters building in Sylvania, and only a smattering of small projects appear on the horizon. User activity contir
increase and the number of large transactions completed or currently being negotiated is impressive. Examples inclt
Arrowhead Properties in Maumee where we have leased more than 50,000 square feet of space in three separate
transactions in the past 12 months and a 42 80@arefoot lease completed with ProMedica on Executive Parkway. Th
latter of these transactions points to a trend that we observed in this latest surge in activity, a significant number of
medically related generalffice users currently seeking space. Further, there are a number of users new to the marke
many tenants currently in the market looking for larger spaces to accommodate growth. These occurrences are all p
signs for the market. Users have continued to trade up to better quality buildings, particularly in the suburbs. The fvir
opportunity for tenants seeking to upgrade spaces or lock in longer leases at rents beaten down by the recent reces
be closing. Space in Class A suburban buildings is actually beginning to be in short supply in some submarkets, as
blocks of space in any class of building outside of the CBD. Given this situation and the lack of any new supply, the
in asking rents is not surprising and further increases are predictable if demand continues at the current pace. Thst i
of course, tenants begin to give more serious consideration to downtown buildings than most have been willing to fo
years. Our take is that the real crisis phase has passed for mosttaffidang landlords in our region. Assuming no shock
NBOSNBEFE Ay (GKS ylLraA2yQa SO2y2YvYeées (KS FdzidzNB | LILISF NJ
increasing rents, easier credit for tenant improvements and little or no new construction.

Toomuch uncertainty locally, nationally, and internationally!
Trendseems to be consistent and moving towards better market conditions
UNCERTAINTWYes!

Unstablewith a greater chance of decline than incline

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research 13
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The REALTORS® Commercial Real Estate Quarterly Market Survey Comments—continued.

Verylow inventory; Very hard to get a mortgage; Hope we have better way to finance.

Weare in a mountain resort economy and harder to compare to primary home markets

Weare Land and Farm office. We do have on 236€{f0 manufacturing facility listed for $600,000

Weare on a roller coaster ride that we cannot control. Small business owners need to expand & all they want to see
uptick in economic indicators. When there is good news in the market, my phone is ringing off the hoof. When we
news, the phones stop ringing.

Weare seeing a slight improvement in the overall marketplace. A positive jobs report would sure help.

Weare seeing a slight upturn in the past three months. Not sure how long this will last.

Webroker agriculture properties and they are going up!

Wehave a lot of shadow loans not called in for foreclosure in our area. Long term lease with the FDIC in town startil
investigate and over see our banks. We should see more distressed property shortly...

Wehave low unemployment and a market that is getting healthier.

Wehave many long time rental vacancies and landlords are now taking the approach to take what they can in rent tc
expenses.

Wekeep hearing that the market is coming back. With our experiences in the marketplace there are many owners/s
who are bleeding badly and the talk we are hearing from the banks is that their inventories are starting to get large a
they are making more concessions to keep those assets in the hands of thelustes instead of making them REO and
taking on additional responsibility and cost.

Westill have an unemployment rate over 8%

Workingwith struggling small business owners, it gives me pleasure to help them find the right location that is availal
The big deals are far and few now days because the cycle of the business is on a slow up swing.

NATIONAL ASSOCIATION of REALTORS® | RESEARCH DIVISION | www.realtots.otg/research 14
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NATIONAL ASSOCIATION OF REALTORS®
RESEARCH DIVISION

The Research Division of the NATIONAL ASSOCIATION
of REALTORS® produces the Commercial Real Estate
Outlook, a quarterly report forecasting commercial market
fundamentals. The Research Division also issues the
annual Commercial Member Profile, detailing the business
and demographic characteristics of commercial members.

Additionally, NAR Research examines how changes in the
economy affect the commercial real estate business, and
evaluates regulatory and legislative policy proposals for
their impact on REALTORS®, their clients and America’s
property owners.

If you have questions or comments regarding this report or
any other commercial real estate research, contact
George Ratiu, Manager, Quantitative & Commercial
Research, at gratiu@realtors.org.

To find out about other products from NAR’s Research
Division, visit www.REALTOR.org/research-and-statistics.
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