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CVA Detroit is the local office of
CVA Worldwide, an international
organization of real estate industry
leaders serving key markets in 20
countries. The organization com-
prises more than 3,750 real estate
professionals in 95 markets world-
wide. In 2007, GVA Worldwide
partners collectively completed
$35 billion in transactions and
managed more than 165 million
square feet of office, industrial,
retail and specialized property.

A leading advisor in commercial
real estate, GVA Worldwide opti-
mizes client portfolios locally and
around the world. It serves the real
estate needs of clients including
multinational corporations, major
space users, developers, owners,
institutions, lenders and investors.

Market Update

First-quarter 2008

As we begin 2008, the market continues to
remain stable. Although there was a slight
increase in the overall vacancy rate, there
haven't been any dramatic increases in several
quarters. This stabilization is also reflected in
the average lease rates.

Office

The Detroit area’s office vacancy rate in-
creased from 17.2% at the end of 2007 to
17.4% at the end of the first quarter, with a
negative net absorption of 87,043 square
feet. The average lease rate increased, how-
ever, from $20.09 per square foot at the end

of 2007 to $20.15 per square foot. Class B
office space took most of the hit while Class A
benefited as some users of Class B space
moved into Class A to take advantage of its
affordability.

Industrial

Detroit's industrial vacancy rate increased
slightly from 12.2% at the end of 2007 to
12.3% with positive net absorption of
167,068. Average rental rates fell slightly
from $5.22 per square foot last quarter to
$5.14 at the end of the first quarter.

Source: CPIX

Lease Buyouts Can Work For Everyone

A good commercial real estate lease is about
options. First rights of refusals, tenant im-
provement (T1) allowances and flexible floor-
plans. The more agile you can be when in
your lease, the better the deal you signed.
The same can be said for getting out of your
lease or eliminating unused space. The more
options you have, the easier the exit. And

when that situation arises, a lease buyout may
be the way to go.

Buyouts are functionally pretty simple: a ten-
ant pays a landlord a sum based on the re-
maining terms of the lease in exchange for
being able to move out or reduce square foot-
age. It can also involve the landlord's recap-
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Lease Buyouts Cont'd

ture of Tl costs and all other fees incurred by your occupancy.
And like all business deals, things need to be negotiated. How-
ever, settling on terms can lead to rough waters because on the
surface, it appears the landlord has the upper hand. Thus, it's ab-
solutely crucial that both sides of the table communicate openly
about their needs. It is in these situations that your tenant repre-
sentative, by knowing the undercurrents of the market, becomes
a very high-level business partner.

Landlords may already be prepared for your exit or reduction in
space but in some cases will be negotiating with the opposite

stance. Your tenant rep can counter this position by knowing if
potential new tenants have already inquired about the space or
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are at least actively touring the market. In turn, they can help the
landlord realize the marketability of the soon-to-be-available
space. Additionally, specific insight into the landlord's financial
exposure, as well as historical data on their risk tolerance with
tenants, is invaluable when negotiating position for a buyout.

The details of a lease buyout, even a small one, are complicated
for everyone. If handled improperly, your business may suffer a
dent in its reputation and lose some ground when it's time to ne-
gotiate another lease. By remaining professional, ethical and
open, you'll come away with your business character intact and a
more streamlined operation.

Source: Alliance of Tenant Representatives




