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NOTABLE TRANSACTIONS - Q2

INDUSTRIAL

LIST PRICE: $500,000 LIST PRICE: $340,000
SOLD PRICE: $460,000 SOLD PRICE: $320,000
BUILDING SIZE: 8,224 Sq. Ft. BUILDING SIZE: 3,360 Sq. Ft.
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LIST PRICE: $150,000 LIST PRICE: $113,000
SOLD PRICE: $140,000 SOLD PRICE: $105,000
LOT SIZE: 1.49 acres LOT SIZE: 1.12 acres



NATIONAL COMMERCIAL
REAL ESTATE MARKET

INSIGHTS

While the market awaits the interest rate
cuts from the Federal Reserve, commer-
cial real estate is also on hold. The office
sector ended the second guarter with a
record-high vacancy rate of 13.8%,
though the increase in unoccupied
spaces has slowed down. The retail sec-
tor continues to have the lowest vacancy
rate among all sectors, but demand for
retail spaces has further decreased. The
industrial sector's fundamentals also
softened in the second quarter, with net
absorption hovering at levels not seen
since 2012. However, demand for apart-
ments continued to surge as seven
percent mortgage rates hurt housing
affordability.

Office Properties

While net absarption for the office sector
remains negative, with more spaces
being vacated than occupied, the second
guarter saw fewer additional unoccupied
spaces. The surplus of unoccupied office
spaces exceeded 61 million square feet
at the end of last year and the beginning
of 2024. However, in the second quarter,
net absorption improved to -42 million
square feet, a 1% decrease from a year
ago. This indicates that there is a slight
increase in demand for office space. Nev-
ertheless, the outlook suggests that
net absarption in this sector will remain
negative. Leasing activity, an indicator of
demand and interest from potential ten-
ants, is currently near pandemic levels
and about 40 percentage points below
pre-pandemic levels.

Multifamily Properties

Hospitality Industry

In contrast, the multifamily sector contin-
ued to gain momentum with mortgage
rates remaining near 7%. In the second
guarter, net absorption was 2.4 times
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higher than a year ago, with an additional
260,890 more multifamily units leased
than vacated. Demand was also 44%
higher than the pre-pandemic level.
However, despite this strong demand, the
record high number of new multifamily
units delivered to the market kept the
vacancy rate steady compared to the
previous quarter and higher than it was a
year ago.

Retail Properties

In the meantime, availability conditions in
the retail sector have remained tight.
Since the end of last year, only 4.7% of

Net absorption continued to lose steam,
falling to 41 million square feet. While de-
mand for industrial space reached record-
high levels at the end of 2021 and the
beginning of 2022 - driven by the demand
for warehouse space to support online
shopping and e-commerce - net absorp-
tion is now 64% lower than a year ago and
53% below the pre-pandemic average
level. The outlook suggests additional
softening in this sector. With consumer
spending shifting away from goods to
services due to high borrowing costs,
demand for industrial spaces is expected
to ease further in the coming months.

Net Absorption 12 Mo by type (Q12014 - Q2 2024)
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retail space is currently available for
lease, marking the lowest level on record.
This limited availability of retail spaces
has kept the vacancy rate near 4%,
despite the slowdown in demand. Specif-
ically, in the last 12 months, demand for
retail spaces has increased by nearly 41
million square feet compared to 56 million
square feet a year earlier. With new con-
struction deliveries decreasing further,
the fundamentals of this sector are ex-
pected to remain tight in 2024.

Industrial Properties

Fundamentals for the industrial sector
further weakened in the second quarter.

Retail Category

| Al

W General Retail

® Neighborhood Center
W Strip Center

2018 2019 2020 2021 2022 2023 2024

Hotel Properties

As we conclude Q2 2024, the hospitality
sector is seeing improvements. Hotel
occupancy rates have leveled off at
around 63%, remaining roughly 3% below
pre-pandemic figures, which suggests
that a complete recovery may be elusive
due to the prevalence of remote work.
Nevertheless, average daily rates and
revenue per available room have now
exceeded pre-pandemic benchmarks.

Source:
National Association of Realtors®
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“THEY ARE OUR TRUE PARTNERS.

THREE WEST
COMMERCIAL

THREE WEST IS THE REAI.ADEAL“"
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CLIENT:

Kuhn Rogers, PLC
Traverse City Law Firm
Since 1891

PROPERTY:
4033 Eastern Sky Drive

REAL ESTATE | CONSULTING

COMMERCIAL REAL ESTATE

Traverse City

SERVICES:
Selling and Purchasing
Broker

IS ALL WE DO

“our new building purchase is just our latest deal
with Three West. Our law firm has worked with their
team for 15 years and here's why:

We do a lot of property and development legal work
with real estate professionals. The good ones look
out for their client's best interest, not their own.
That's why we choose to work with Three West —
straight shooters who know the business inside
out. In our experience, the entire 3W team
demonstrates this high integrity and expertise.

We respect Three West's singular focus on
commercial properties. They know who they are and
what they are good at. They are truly the real deal.”




CONGRATULATIONS!

We're honored to have four of the region's
top 10 commercial Realtors® on our team.

We are Northern Michigan's
#1 Commercial Real Estate Brokerage.

KEVIN ENDRES, SIOR, CCIM BILL SOMERVILLE KEVIN QUERY DAVID FROST

THREE WEST

COMMERCIAL




w WE ARE NORTHERN MICHIGAN'S
THREE WEST COMMERCIAL REAL ESTATE BROKERAGE

THREEWEST.COM (231) 929-2955



