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COMMERCIAL CONN_éCTlON

The grassis not always

United Kingdom, Spain
had substantially bigger
housing bubbles than U.S.

Times are tough in Southwest
Florida and they are not going to
get easier when the snowbirds fly
north this summer. :

But be of stout heart because
the grass is not always greener
across the street, across the state
or even across an ocean, These
days, the grass tends to be brown-
er across the street, especially if
you live in Cape Coral or Lehigh
Acres,

You can almost always find
someone who is doing worse
than you in today’s unsettli
economy. So aim for peace of
mind and try to be thankful. It
won't hurt to become a “Hey, my
glass is a third full ... . Yeah!l” kind
of person. You can save a lot of
money on depression medication
that way.

What's out for 20092 Keeping
up with the Joneses.

What's in for 2009: Keeping up
with the bills.

BIG PICTURE

You can use this “Other people
are less fortunate” thinking even
on the world stage today. Our
over-extended U.S, housing mar-
ket helped get the world into this
financial mess and there is still no
indication that American housing
will get us out of it any time soon.
Sales of new homes last month
were lower than any month since
1963, when they started keeping
count. Since it is cheaper to buy a
foreclosed home, builders are not
out of the woods yet. Even though
unsold supply is down 40 percent
from its peak, it will still take until
April 2010 to clear their backlog at
the current rate of sales. So how
could things possibly be worse in
other countries? they are.

Consider the United Kingdom
and Spain — each has a real
estate bubble that is much bigger
than ours. They have a lot more

| pain to endure than America to

back to zero. The er you
gllqtmb, the farther youmhgahve :3; fall
to get your feet back on the
ground. So how do you measure a
bubble? Here are the box scores
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not found on ESPN:

* [J.S. Home prices as meas-
ured by the S & P Case-Shiller
Index peaked at 106 percent
above our 1995 level, We have
since jumped down to 78 percent
above our 1995 level for a reduc-
tion of 28 percent off peak.

* The U.K. nationwide house
price index peaked later than the
USA at 250 percent above its 1995
level. Today it stands at 200 per-
cent above the 1995 level, fora
reduction of 20 percent off peak,

* Spain is rou 300 percent
higher than its mid-1990s level
and has fallen only 4 percent
from its peak. The market seems
to be on hold in Spain as very few
are willing to sell and take a loss.

if the U.S. housing bubble was
the size of a golf ball, the U.K.
bubble would be the size of a
baseball and Spain’s bubble
would be the size of a softball.
The grass is much browner across

~ the Atlantic Ocean so don't

despair. We should recover more
quickly than those countries.

For those fortunate enough to
swing a European vacation this
year or next, good values in Spain
and England should abound.

SMALLER PICTURE

What about cities in Florida?
Are they all in the same boat row-
ing against this economic storim?
Or do some cities have stronger
boats? And for goodness sake,
whiat part of Florida has the
brownest pasture? The following
shows vacancy at the end of 2008
and absorption for 2008 in seven
major Florida markets,

A balanced market normally
has vacancy of 8 percent to 9 per-
cent. The higher vacaricy goes
above 9 percent, the more a “ten-
ant’s market” emerges as rents
fall. The lower vacancy goes
below 8 percent, the more an
“owner’s market” emerges with
rising rents. Net absorption is the
net change in occupied space ina
market. Positive absorption
means business is expanding and
renting more space. Negative

absorption means business is
contracting as tepants downsize
or go out of business. The 2008
annual absorption for these Flori-
da markets is very telling for what
occurred in 2008.

The following statistics came
from CoStar:

OFFICE:

Market
SWFL
Tampa
Orlando
Broward
St. Lucie

Absorption  Vacancy
-455,000 SF 14%
-1,500,000 SF 12%
-680,000 SF 13%
-210,000 SF
+57,000 SF
Palm Beach +164,000 SF
Miami 270,000 SF
Total: -2,894,000 SF

14%
16%
11%

Near the end of the savings and
loan crisis in 1991-1992, the office

-markets in Tampa, Orlando and

Miami had vacancy rates over 30
percent when Lee County peaked
at 22 percent vacancy. The early
1990s recession hurt commercial
real estate values due to over-
building. Today Palm Beach
County and Southwest Florida
have the most overbuilt office

- markets at 16 percent and 14 per-

cent respectively. We are not dra-
matically overbuilt now as we
once were. The current recession
is hurting commercial real estate
due to lack of demand. As people
lose jobs, they occupy less busi-
ness space and travel less, which
hurts hotel/motel values.

Our Florida office market today
is in much better shape than it
was in the early 1990s. But nearly"
3 million square feet of office
space across these seven Florida
markets went dark last year —
space that had been previously
occupied by active businesses.

INDUSTRIAL/WAREHOUSE:

Market Absorption  Vacancy
SWFL -963,000 SF 1%
! 1,700,000 SF . B%
-3,500,000 SF -
-700,000 SF
-15,000 SF
-400,000 SF
Miami -1,570,000 SF
Total: -8,848,000 SF

8%
11%
9%
1%

Nearly 9 million square feet of
industrial space went dark last
year across these major Florida

1%

10%

sreener elsewhere

markets. The Florida industrial
market vacancies are in better
shape at 8 percent to 11 percent
than our Florida office markets at
11 percent to 16 percent vacancy.

RETAIL:

Market Absorption  Vacancy
SWFL +930,000 SF 6%
Tampa -974,000 SF 6%
Orlando +1,400,000 SF 6%
Broward -400,000 SF 6%
St. Lucie +900,000 SF 6%
Palm Beach -70,000 SF 6%
Miami +1,570,000 SF 4%

Total: +3,356,000 st

Astonishingly, occupied retail
space in these seven Florida mar-

.kets grew by 3.3 million square

feet in 2008. Many retail business-
es hung on until the Christmas
shopping season was over before
they shut their doors during the
first quarter of 2009. This will off-
set some of this 2008 gain,

ly, most Florida retail
markets are staatzlle at 6 percent
va , 50 retail is one segment
mm take a hit with mriglr;1 !
added vacancy due to this down-
turn in 2009 and still be in fairly
good shape. But the sooner peo-
ple start shopping again the bet-
ter.

Roughly 12 million square feet
of commercial space occupied by
businesses shut their doors last
year in these Florida major mar-
kets. This neFFative absorption in
Florida is reflective of our job
losses in the state. One indication
of a "commercial bottom" is when

. negative absorption shifts to posi-

tive absorption. So we will watch
this closely in 2009.

The industrial market lost the
most amount of occupied space
in 2008 and still has a respectable
8 percent to 11 percent vacancy
range. .

The grass is still green in Flori-
da for commercial real estate, but
it should be a tough summer. The
residential housing bottom can't
come soon enough so we can
stem the tide of negative absorp-
tion in the commercial sector.

— Mark Alexander, CCIM, is sen-
ior medical office adviser with
Sperry Van Ness. Contact him at
826-4174 or marka@svn.com.



