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ECONOMIC OVERVIEW

The Memphis economy, like most of the nation, moved along at a slow pace in 201 |. However,
there were several promising signs. Memphis unemployment hit a seven month low in
November to 10% and is expected to drop even further. Overall, the local economy gained
10,259 net new jobs with a growth of 1.8% over 2010.Several large companies announced they
were moving operations to Memphis including: Electrolux, Mitsubishi Electric, City Brewing
Company and Great American Steamboat Company. The number of new jobs created by
these companies is expected to be more than 2,500, while the total effect could be as many
as 10,000 new jobs in the service sector. Their total economic investment is in excess of
$1BB. In July both Memphis area mayors announced a new group called E.D.G.E. (Economic
Development Growth Engine) that collects several programs under one authority including:
Office of Economic Development; Industrial Development Board; the Port Commission;
Depot Redevelopment Authority; Frank C. Pidgeon Industrial Park; and more.The goal of the
program is to streamline economic development by creating a one-stop shop for any company
looking to relocate or expand operations in the Memphis area and should be a boon for users
requiring industrial space in the Memphis market.

HOLDING STEADY WITH SOME IMPROVEMENTS

After a sluggish start, activity in the second half of the year rebounded, and the year ended up
with a healthy performance overall. The Memphis Industrial market saw a .3 percentage point
decrease in vacancy falling to 15.0% at year-end from 15.3% in 2010. Direct net absorption
increased in 2011 with 1,166,094 sf absorbed for the year, compared to the 964,239 sf
absorbed in 2010.Though leasing activity picked up by year-end, it was |.5 msf below average
at 10.4 msf.

RENTAL RATES BOTTOM OUT IN 2011

The average published rental rate for industrial space is $2.50 per square foot (psf), one of
the lowest in the country. In 2011, rents have remained flat and low. We do not anticipate
an upward trend for rates until much of the existing inventory is absorbed, especially for
vacancies under 400,000 sf. The exception would be requirements of 500,000 sf or greater
where availabilities are tight, and rates are expected rise up to a range of $2.60-$2.80 psf.
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MARKET HIGHLIGHTS

» Absorption at year-end was just above | million

square feet.The largest single move-out was
1,006,000 sf by Cleo, Inc. who shuttered
operations and left the market.The largest
move-in was 625,000 sf by Trane who opened
its second area distribution operation in the
Southeast submarket.

* The market saw several build-to-suit projects in
201 1. Projects included 234,660 sf for Anda
Pharmaceuticals, 202,100 sf for Schulz Xtruded
Products, 513,734 for Asics, and 645,000 sf for
McKesson.

In 201 1, rents remained flat and low, and in
the near term these rates could see some

improvement if vacancies continue to tighten.

SIGNIFICANT
LEASE TRANSACTIONS
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BUILD TO SUIT TREND

The market saw several build-to-suit projects in 201 |.Projects included: = Memphis Industrial Market

234,660 sf for Anda Pharmaceuticals; 202,100 sf for Schulz Xtruded ~ Yacancy Rates —— Market —— Class A Bulk —— Flex
Products; 513,734 sf for Asics; and 645,000 sf for McKesson.This trend
is expected to continue into 2012 especially for users who require
more than 500,000 sf. No speculative development is underway and Z2EC A/\/W
none is anticipated until existing Class A inventory is absorbed and 20%

rental rates increase 20-30% above current levels. The one exception is
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Market/ Inventory #Of Direct
Submarket Total SF Buildings Vacancy
Memphis All 144,838,529 1,126 15.0%
DeSoto 25,107,149 96 11.3%
Northeast 8,007,380 145 11.5%
Northwest 9,581,098 100 15.8%
Southeast 77,947,254 453 14.6%
Southwest 24,195,648 332 20.6%
Class A 61,774,712 179 11.5%
DeSoto 19,311,013 40 11.3%
Northeast 3,081,076 16 4.6%
Southeast 37,544,804 120 12.7%
Northwest 1,100,000 | 0%
Class B 56,969,873 562 18.1%
DeSoto 4,225,764 34 11.5%
Northeast 4,215,244 98 15.4%
Northwest 1,430,233 21 25.6%
Southeast 37,785,356 279 17.0%
Southwest 9,317,438 130 25.3%
Class C 25,917,071 379 18.2%
DeSoto 1,570,372 22 10.1%
Northeast 679,135 29 19.7%
Northwest 6,349,046 77 18.1%
Southeast 2,592,094 53 9.1%
Southwest 14,726,424 198 20.6%
Class A Bulk 48,601,740 87 13.2%
DeSoto 17,279,211 27 12.3%
Southeast 30,620,710 59 14.0%
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Our Company

Commercial Advisors provides strategic advisory services in office, industrial, land, and retail real
estate. We develop client-driven solutions from an understanding of the specific business drivers
formulated by in-depth research and mature expertise. Commercial Advisors assists with the
fundamental requirements of its clients including: acquisition of leased space, lease negotiations,

and sales transactions.

Commercial Advisors was founded with a core mission to provide best-of-class business real
estate advisory services in the Memphis region. As trusted advisors to CEOs, COOs, business
owners, not-for-profits, and families, both locally and globally, the staff at Commercial Advisors is
dedicated to client services.Through its alliance with Cushman & Wakefield, Commercial Advisors

is able to access a global business platform to provide a broad range of client-oriented services.

Our advisors include: Larry Jensen and Wyatt Aiken, who formed Commercial Advisors, LLC, Jeb

Fields, Matt Weathersby, Dave Curran, Kemp Conrad, Jeff Barry, Jacob Biddle, and Neely Mallory.

Our Alliance

Commercial Advisors is a member of the Cushman Wakefield Alliance.
Cushman Wakefield is a worldwide commercial real estate firm that as-
sists its clients in every stage of the real estate process, representing
them in the buying, selling, financing, leasing, managing and valuing of as-
sets, and providing strategic planning and research, portfolio analysis, site

selection and space location, among many other advisory services.
234 Offices in 61 Countries

ed States
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Our Adyvisors

Larry Jensen, SIOR
President, CEO

liensen@commadv.com

Wyatt Aiken, SIOR
Executive VP, COO

waiken@commadv.com

Matt Weathersby, CCIM
Principal
mweathersby@commadv.com

Kemp Conrad, SIOR
Principal
kconrad@commadv.com

Jeff Barry Dave Curran, CCIM
Senior Vice President Senior Vice President
jbarry@commadv.com decurran@commadv.com

Jeb Fields, CCIM
Vice President
jfields@commadv.com

Jacob Biddle
Associate
jbiddle@commadv.com

Neely Mallory
Associate
nmallory@commadv.com

Melissa Alexander
Director of Marketing
malexander@commadv.com

For More Information

Director of Marketing

\ CUSHMAN & | @R COMMERCIAL /"% 5
» WAKEFIELD:- ADVISORS 901.366.6070 901.362.4308

INDEPENDENTLY OWNED AND OPERATED www.commadv.com

malexander@commadv.com



