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It may be hard for some lifelong Portlanders to adapt to
the continued growth and change of our city, but overall it
has helped our economy grow. An influx of tech companies has led to more jobs, and with more and more people
moving here every day outside capital is looking to invest
in our city. As much as some diehards might find this
an annoyance, and not going with the “Keep Portland
Weird” mantra, it is helping our City progress forward in
an economic sense. With interest rates dropping as well,
investors are finding it easier to borrow money and see
some better returns in retail investments. Cap rates have
remained pretty consistent, and NNN rental rates have
ticked up about 2.5% to $19.92 in the Portland area.
Michael Lowes is an Associate Broker at Capital Pacific
focusing on retail, office, and industrial investment sales.
He is currently a candidate for the Portland State University Masters of Real Estate Development.
ABSORP TION
2019 has not been great for absorption in the retail
market. If trends continue for the remainder of the year,
Portland will post its first negative absorption year in over
10 years. It is also clear that deliveries in the retail sector
have slowed as well, with third quarter only delivering
around 44,000 square feet of new retail assets. Shopping
Centers were much to blame for this trend in 2019 having
lost close to 47,000 square feet alone this quarter. Power Centers on the other hand, like Cascade Station and
Gresham Station, saw positive absorption around 25,000
square feet. Clearly displaying the popularity of those
types of assets.
VAC ANC Y
As highlighted here the positive market trends are moving
in the wrong direction. No wonder the vacancy rates are
rising along with the leasing rates. Usually you would want
the vacancy to drop and the rates to climb as displayed
through supply and demand - here we see lease rates rise
along with vacancies...not the correct correlation. Year over
year the leasing and sales activity has drastically slowed.
Much of this can be pointed to the ever-looming bubble
that is supposed to burst in the marketplace and investors
are being much more cautious in their acquisitions.
The continued shift out of the CBD to other areas is displayed above, with Vancouver/Clark County leading the
charge in leasing activity and absorption rate - while the
CBD still holds the highest rental rates. The Southeast,
which for the year has shown promise through some good
leasing momentum, took a significant step backwards this
quarter with some drastic negative absorption.
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