


through 2012, we estimate that the Chicago region will add approximately 177,000 new
jobs in total. We also project that absorption will remain steady and vacancy rates will
decline to 8.6% by 2010.

DETROIT

Detroit’s industrial market continues to soften as the U.S. automotive industry re-positions
itself in the world market. Detroit’s unemployment rate at the end of the first quarter of 2008
was 7.4%, compared to 4.8% for the U.S. However, the Detroit metro area posted a positive
net absorption of 167,000 square feet. in the first quarter of 2008 The Detroit industrial
market has experienced a steady increase in vacancy rates climbing to 12.3% this quarter.

Leasing activity increased due to a steady influx of military work in the area. The military
contracts are also expected to generate ancillary business in the area. Asking average rental
rates also rose slightly from last quarter in order to stay competitive with Ohio’s and Indiana’s
rates. Major lease transactions occurred mostly in the suburbs of Wayne County with
nothing larger than 350,000 square feet. Mid-sized leases were more common.

With 394,000 square feet already delivered in the first quarter of 2008, another 205,000
square feet are currently under construction.

The economic outlook in Detroit is modest, but positive for the near future as it continues to
establish itself as a new leader in the progressive industries. The industrial market is primed
for growth with the addition of new technology and military work. We anticipate that job
losses will end and the metro area job base will increase steadily over the next several years.
We forecast that the market will add an additional 42,000 new jobs in 2008. If a recession
occurs, more jobs will be lost. We expect the Detroit industrial market to experience some
softening in the first half of 2008, but to show modest improvement thereafter. We anticipate
that overall vacancy rates will rise slightly in the near term, and then flatten as demand
catches up to supply. Construction starts are expected to decrease and absorption to
increase. With the market’s favorable leasing terms, we expect leasing and sales activity

to follow the positive trend and continue to improve through 2010.

NORTHERN AND CENTRAL NEW JERSEY

For the past several years, Northern and Central New Jersey’s industrial market has been
propelled by a solid economy. However, in keeping with the times, Northern and Central
New Jersey is seeing slight modest market fluctuation, but no substantial impact so far.
Little has changed in the industrial market as compared to last year’s statistics.

Unemployment rose to 4.8% by the end of the first quarter 2008, compared to 4.3% in
2007 and 4.6% in 2006. The first quarter of 2008 saw positive net absorption of 1.5 million
square feet, representing a 266% decrease from 2007. Overall vacancy rates increased
0.7% from the end of 2007 to 9.1%. The average lease rate rose 3.1% to $6.67 in the first
quarter of 2008 from $6.47 at the same time last year.

The first quarter of 2008 saw a spike in sales activity for Northern and Central New Jersey.
About 5.1 million square feet of sales occurred early this year, of which 3.5 million square
feet were purchased by investors. Twelve new buildings totaling 1.6 million square feet
were delivered during the first quarter of 2008. This was a 50% increase over the number
delivered last year, and accounted for significantly larger buildings as well. Currently 6.2
million square feet are under construction.

According to “Forecasting MSA Population Growth Through 2020,” an article co-written with
my Wharton colleague Albert Saiz in 2006, the population in Newark (the largest city in
North/Central New Jersey) is expected to grow to 2.5 million by 2020, a 25% increase over
2000. We expect employment in the North/Central New Jersey area to grow by approxi-
mately 1.0% in 2008. An aggregate of another 122,000 jobs is projected to be added to the
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region between 2009 and 2011. Demand for high-quality warehouse and distribution spaces
in prime locations around seaports and airports will remain strong. The area should see solid
growth for the next five years. We anticipate that vacancy rates in the North/Central New
Jersey will remain relatively flat for the next three years, and begin to fall toward the latter half
of 2010. Absorption will remain strong through 2011, despite minimal fluctuation throughout
the year.

DALLAS/FORT WORTH

Along with Chicago and Memphis, the Dallas/Fort Worth (DFW) industrial market has
developed into one of the U.S.’s main inland industrial hubs. DFW’s proximity to large
markets and superior access to freeways, rails and a major U.S. air transport hub has fueled
this development. The core fundamentals of the market, although slightly weaker than last
quarter, remain favorable and are near their healthiest levels since early 2001.

The unemployment rate in DFW is between 4% and 5% for the second year in a row, putting
DFW exactly at the average for Texas and slightly below the national average of 5.2%. While
the majority of this employment growth rests in the professional and business services, nearly
14,000 jobs are expected to be created in the trade, transportation and utility sectors.
Ninety-one new jobs have already been added to the North Texas economy, according to
the U.S Bureau of labor Statistics. Continuing the four-year trend of positive absorption, the
metro area posted a positive net absorption of 8.4%. in the first quarter of 2008. Vacancy
rates for bulk warehouse were 7.7%, manufacturing posted 9.7% and high tech/R&D posted
9.0%. Asking rates remained stable.

Approximately 4 million square feet of new industrial space is now either available or currently
under construction.

With a strong economy in the near future, the industrial market is expected to remain stable
with slow growth. Due to the metro area’s large handling capacity, enormous business base
and access to various transport infrastructure, the DFW industrial real estate market will
grow. We anticipate that job growth will increase steadily over the next several years, adding
80,000 new jobs forecasted for 2008. From 2009 through 2011, we estimate that the DFW
region will add approximately 150,000 new jobs in total. The outlook for the DFW industrial
market remains positive, particularly for developers. We anticipate that overall vacancy and
availability will decline over the next several years. As construction completions come to mar-
ket, we expect leasing and sales activity to follow the positive trend and continue to improve
for the duration of our forecast.

LOS ANGELES

The Los Angeles industrial market is the tightest market in the U.S., but amidst a slowing
economy, the Greater Los Angeles area faced troubled conditions in the first quarter of
2008.

Unemployment levels in the Greater Los Angeles area increased 30 basis points to 5.3% at
the end of the first quarter 2008. Net absorption was negative 2.4 million square feet down
from a positive 4 million square feet posted for the fourth quarter of 2007. The L.A. market
has experienced a steady decline in availability since 2005. Overall vacancy rates increased
to 3.1% in the first quarter of 2008 from 2.9% at the end of 2007. However, when accounting
for sublease space, the availability rate jumps to 7-8%.

Vacant sublease space increased to 2.8 million square feet at the end of the first quarter
2008 up from 2.7 million square feet at the end of 2007. The average leasing rate increased
1% from $8.68 at the end of 2007 to $8.77 at the end of the first quarter of 2008. Tenants
are facing the current tight market conditions by renewing or signing long-term leases, as
opposed to buying.
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Construction activity continued to decrease this quarter with eight buildings completed
totaling 212,000 square feet as compared to last quarter’s 26 completed buildings totaling
1.9 million square feet. Approximately 2.8 million square feet were under construction at the
end of the first quarter 2008. New development is becoming relatively non-existent due to
lack of vacant land and high land prices.

The outlook for the Los Angeles industrial market remains positive, and we predict that the
fundamentals will improve for most submarkets. We anticipate that job growth will increase
steadily over the next several years with the market adding about 40,000 jobs each year
through 2011. We anticipate that overall vacancy rates will continue to fall as demand con-
tinues to outpace supply. Construction is expected to increase, especially in inland areas
where land is more abundantly available. Absorption will remain high as almost all usable
industrial space becomes occupied, but is expected to level off as the availability of infill and
redevelopment opportunities decrease. As new construction spurs increased activity, we
expect leasing and sales activity to follow the positive trend and continue to improve for the
duration of our forecast. The L.A. industrial market is a landlord’s market, as tenants
compete for the use of the scarcely available space.
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Build on the power of our network.™

NAI Commercial is an integral part of the world's leading managed
network of commercial real estate firms. NAl manages a network with
5,000 professionals and 325 offices in 55 countries worldwide. We
bring together people and resources wherever needed to deliver
outstanding results of our clients, and complete over $45 billion in
transactions annually. Our clients come to us for our deep local
knowledge. They build their businesses on the power of our global
managed network.

To learn more, visit www.naicommercial.ca.
For more information on NAI Global please visit www.naiglobal.com
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Commercial Real Estate Services, Worldwide. www.naicommercial.ca
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