Industry experts: Expect more office vacancies in 2009

By YupisLaipy FERNANDEZ

South Florida’s office and
retail market forecasts are look-
ing grim for 2009 with more
vacancies ahead, some experts
say.

The commercial real estate pro-
fessionals who make up the Mi-
ami-Dade-Monroe chapterof Cer-
tified Commercial Investment
Member, or CCIM, hosted their
annual Commercial Real Estate
Outlook Conference last week.
More than 200 chapter members
and their guests attended the con-
ference at Coral Gables’ Riviera
Country Club to learn about mar-
ket trends in the horizon.

Antonio Puente. senior vice
president of Fairchild Partners
Inc., forecast high office va-
cancies and low sales for South
Florida this year.

Mr. Puente highlighted a high
supply coming with several new
big office projects entering the
market with little pre-leasing.

Vacancies, which began head-
ing upward late last year, are
expected to continue rising in the
sluggish economy, he said, and
noted the combination of rising
unemployment and layoffs will
keep driving demand down. Ex-
pect to see for-sale ofTice condos
converted into leases.

“Over 3 million square feet of
office space is under construc-
tion and due to deliver over the
next 30 months,” he said, add-
ing that the largest square foot-
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Gary M. Ralston, president of Florida Retail DevelopmentInc., forecasts
big declines in some auto sales, as well as restaurant spending.

age is to be delivered by late
2010.

Office market deliveries are
quite large for cities such as
Miami, Coral Gables and Doral,
according to Mr. Puente’s mar-
ket statistics.

New offices at The Ommnialone
are increasing available rentable
square footage in the area by
300,000 square feet.

While in Brickell — with the
greatest exposure to overdevel-
opment — several under-con-
struction projects are expected
to saturate the market in the
next two years, totaling close to
2 million of new square footage.

Between 2009 and 2010,
Coral Gables awaits more than
500,000 square feet of new of-
fices with developments such
as Holly Sime Realty’s Miami

Green and Bacardi USA’s new
headquarters opening their
doors this year. And for 2010,
developer Allen Morris is slated
to finish construction on the
Ponce de Leon Towers.

But for this year, Doral is to
see the biggest increase in of-
fice space inventory with close
to 750,000 square feet wrap-
ping up construction.

The projects include
Procacci’s Crossroads, Doral
Centerand Park Square at Doral.

Mr. Puente, a conference
speaker in the past, said the
audience’s favorite part of his
presentation is when he reveals
top-notch tenants likely to look
for new homes.

This year’s possible catches
are: URS, an engineering and
architectural firm, General Elec-

tric Co., Wells Fargo, cosmetic
manufacturer L’Oréal, Turner
Construction Co., and law firm
Hunton & Williams.

Rental rates are under pressure,
he said. “2009 will bring lower
effect rents due to rent abatement,
high tenant improvement allow-
ances and lower base rates.”

Mr. Puente said sub-leasing
is to continue growing. He also
forecast construction trends
moving toward energy-conserv-
ing, environmentally-friendly
building standards.

The slumping office market
is going to force landlords to
“adapt to changing tenant
needs,” he said, adding those
who can better meet tenant de-
mands are to be most success-
ful.

Meanwhile, Gary M. Ralston,
president of Florida Retail De-
velopment Inc., presented a re-
tail market forecast report for
South Florida that predicts more
empty spaces with “For Lease”
signs in 2009,

The percentage of vacancies
in the retail sector — including
malls, shopping centers and
specialty shopping centers — is
to increase this year with new
supply of retail space exceeding
demand, he said.

Downtown Miami has one of
the highest percentages of va-
cancy at 8.3% and Coconut Grove
takes the top spot at 8.7%,

Otherareas are less impacted;
for example, Coral Gables

shows a vacancy rate of 3.4%
and the Coral Way corridor re-
ports 1.6%. Aventura has the
lowest percentage of retail va-
cancy with a 0.6%, according
to the retail data.

Mr. Ralston forecasts big de-
clines in the sale of non-essential
inventory with auto sales and
restaurant spending taking a dip.

He said the overall decline in
consumer demand equals lower
sales for retailers, a major fac-
tor lowering the demand for
retail space.

As forecast in the office mar-
ket, the slumping retail market
is 1o experience a drop in rental
rates, with commercial prop-
erty owners of large spaces tak-
ing a big punch as they’ll have a
hard time finding new tenants.

Mr. Ralston recommends retail
owners help tenants make up-
grades to their locations, seek
opportunities with franchisees and
return to the basics in terms of
leasing and management practices.

But he said Miami-Dade is
still looking in better shape than
other regions in the state.

“Dade shopping centers are
expected to outperform centers
in Florida.”

Membershipin Certified Com-
mercial Investment Member is
a certification based on educa-
tion and performance only pos-
sessed by about 16,000 real es-
tate professionals worldwide.
said Chapter President Edward
Redlich.



