


Office Market Market Trends

Third Quarter 2005

By Supermarket d . T Under
Total SF(l) Vacant SF(Z) Vacant % 3™ Qtr <05 Year-To-Date Construction g

(Sq. Ft. x 1,000) Class A Class B

Greenville CBD 3,157 378 12.0% -15.5 132.1 0 $18.84 $16.13
Greenville Suburban 5,036 945 18.8% 9.9 42.7 0 $16.70 $13.57
Greenville Total 8,192 1,323 16.1% -5.5 174.8 0 $17.47 $14.67
Spartanburg 1,317 205 15.5% 17 -37.0 0 $14.85 $12.68
Total 9,510 1,527 16.1% 11.5 137.7 0 $16.88 $14.49

NA - Not Available

(1) Inventory includes multi-tenant properties with at least 20,000 sq. ft.

(2) Vacant space includes vacant sublease space. Sublease space not yet vacant in not included.
(3) Space under construction includes speculative and build-to-suit for lease projects.

(4) Asking rates are per sq. ft. per year full service.

The Greenville-Spartanburg of‘ce market has continued to strengthen.
The third quarter of 2005 marks the eighth consecutive quarter of
declining of“ce vacancy for the Greenville market. Over that span,
vacancy has dropped from 22.6% to 16.1%. There are indications that

VACANCY BY SUBMARKET the decline in vacancy may be slowing, as the third quarter of 2005
marked one of the smallest drops of the last two years.

25 Of the three submarkets, the Greenville CBD had the lowest vacancy
rate, at 12.0%, for the third quarter. The downtown market remains strong

20 due to the wealth of amenities offered in the market. The new Riverplace
of“ce building is attracting tenants looking to upgrade and expand existing

15 ofce spaces. Phase | of the project brought an additional 87,000 square
feet of of“ce space to the market. Additional space is expected in new

10 development associated with Riverplace.

5 Signi“cant planned additions to the downtown Greenville of‘ce market

+00+01+01+0101+02+02+02+02+03+03+03 0304 +04+04+04+05+05-05 | ~are expected to increase vacancy rates if built, but several projects are in

Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3RA4Q1IQ2Q3 1 agpardy due to softening demand for of‘ce space in the CBD. Despite

—o—GVLCBD —e—GVL Suburbs Spartanburg the 466 basis point drop in Class A vacancy since 2003, asking rates
for Class A space in the Greenville CBD have dropped over a dollar per
square foot from $19.56 per square foot as recent as the fourth quarter of
2003 to $18.51 per square foot in the fourth quarter of 2004. The affects
of continuously declining vacancy rates are “nally impacting asking rates,
as the third quarter marked an increase to $18.84 per square foot. All
new class A of“ce space is entering the market at $21.00 to $23.00 per
square foot. As asking rates climb, so do the development pressures for
new high-end of“ce space.

ASKING LEASE RATES (Full Service) The suburban Greenville market is in the process of gaining a signi“cant
$20 amount of square footage from the Clemson International Center for
$18 Automotive Research (ICAR). The “rst building will deliver approximately
$16 150,000 square feet of of“ce space. Several more comparably-sized
$14 buildings are expected.
$12
$10 Some landlords are having dif“culty retaining small tenants. Low interest
$8 rates are allowing small tenants to purchase of‘ce condominiums as an
$6 alternative to leasing. To take advantage of this niche market, several
$ 4 of“ce buildings struggling to keep tenants are being converted into of“ce
$2 condos. A signi“cant trend in the suburbs involves the development of

Greenville CBD Greenville Suburban ~ Spartanburg of‘ce condo parks. These condos traditionally attract smaller tenants

in the 2,000-4,000 square foot range, presenting a further challenge to
those landlords attempting to attract and retain tenants with smaller space
needs. This does present a small amount of upward pressure in terms of
vacancy, in some cases resulting in vacated lease space.

Ml Class A Class B

In the short-term, vacancy rates are expected to decline due to a lack of

new space being delivered to the market and a tightening in supply.
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Market Trends Industrial Market

Third Quarter 2005

(BSX.EBE?&%) Total SF Vacant SF Vacant % Asking Rents
General Industial 49,011 4,940 9.7% $2.92
R & D / Flex 4,838 663 13.7% $6.61
Warehouse / Distribution 50,761 8,645 17.0% $2.88
Total 104,610 14,249 13.6% $3.14

(1) Inventory includes competitive multi-tenant, single-tenant and owner occupied buildings with at least 5,000 sq. ft.
(2) Asking rents are per sq. ft. per year, triple net. Rates for each building are weighed by the amount of available space within the building.

The industrial sector is dominant in the Upstate market. The success
of the industrial market has a strong impact on all other sectors. A pro-
business climate combined with a high quality of life have made the

area attractive to both domestic and international companies. On the VACANCY BY PROPERTY TYPE

national level, industry has been hit somewhat hard due to increased 18.0
globalization pressures. The Upstate has been hit by several plant 17.0
closings and layoffs as a result. This is especially true of the textile 16.0
industry. The national trend for industry rebounded strongly during the ii'g
second quarter; this trend began playing out locally in the third quarter. 13.0

12.0
On the heels of their announcement that they would be locating 11.0
a research facility at the Clemson University-International Center 10.0
for Automotive Research, Timken, a ball-bearing manufacturer, 9.0

announced that it was closing a local plant in Clinton, SC. While the 04Q1 +04Q2 0403 “04Q4 +05Q1 <0502 <0503
long-term prospects and impacts of Clemson-ICAR are promising, General Industrial —e— Warehouse
short-term growth in the manufacturing sector will continue to face —e— R &D Flex —e— Total Market
globalization challenges. Fortunately, the closing of the Timken plant

is the result of consolidating plants and not the loss of manufacturing

productivity, but regardless of the reasoning, a plant closing is

generally perceived as a negative.

One exception to the recent struggles of the industrial market is the
strengthening of the Research and Development/Flex market. R&D/
Flex space vacancy stands at 13.7%, down from 16.2% three quarters

- . INVENTORY BY SUBMARKET
ago. A signi“cant reason for this is that R&D Flex space often appeals

Travelers
to the same clientele as of‘ce space. As such, it is not uncommon Rest
for R&D Flex space to be impacted by trends in both of the of‘ce Greceir\‘/tﬁfg
and industrial markets. During the past three quarters, the R&D/Flex .85 East
space vacancy has mirrored of“ce vacancy, trending down in the “rst Taylors /
and second quarters, and up in the third quarter. Greer
1-385 South
While local industrial trends are just starting to re”ect the resurging .85 West
industrial market nationally, in the short-term vacancy is expected to Spartanburg
slump. The effects of grocer Winn-Dixie leaving the market will not West
only have an impact on the retail market, but the industrial market 5,000 10,000 15,000 20,000 25,000 30,000 35,000
. L. L . Il Occupied Vacant
as well. Winn-Dixie operates an 800,000 square foot distribution SF x 1,000

facility which will be vacated in the fourth quarter. The addition of this
property to the vacant inventory could drive vacancy to over 14% from
its current 13.6%.
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