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Great Expectations
The Las Vegas market dynamic has been greatly affected in recent years by a rising 

unemployment rate, a signifi cant decline in tourism and convention attendance, and a 

large amount of canceled or delayed commercial projects. Development of new offi ce 

product has nearly come to a standstill and vacancy continues to rise due to companies 

downsizing, closing locations or going out of business altogether. Bank-owned properties 

are on the rise and are expected to continue to increase in the year ahead. However, not 

all aspects of the current real estate market are negative. 

Opportunities for tenants continue to be abundant. Concessions, such as several months 

of free rent, large tenant improvement allowances and assistance with moving costs, 

remain popular efforts aimed at attracting new tenants. In the latter part of 2009, it 

became more common for existing tenants to negotiate with landlords and renew their 

leases rather than relocating to a building that may have offered more enticing incen-

tives. In some cases, tenants have been known to renew their leases one or two years 

in advance of the existing lease expiration date in order to obtain the lower rates that 

are available in the current market. Those tenants who were able to renegotiate a lower 

lease rate on a renewal have put themselves in a better position to reduce their overall 

operating expenses. This trend is likely to continue in 2010.

Offi ce leasing and sales activity in 2010 is expected to mirror that of 2009. Until existing 

product is absorbed and vacancy starts to decline, there will be little demand for new 

development. Landlords will continue to offer the lowest lease rates possible in order to 

compete with each other. Many market observers are optimistic that the few develop-

ment projects currently underway, such as CityCenter, will provide additional job oppor-

tunities and help push the commercial market towards recovery.

FORECAST

 The most important necessity for the economy to improve is job growth. Business 
expansion may begin to pick up once people’s confi dence in the real estate market 
returns.

 Investor opportunities in 2010 will be abundant through banks and private owners. 
The challenge will be convincing investors to buy now while the market is vunerable 
with the intent of reaping future profi t.

 Tenant relocation within the market is expected to continue in the year ahead. How-
ever, lease negotiations on existing space are likely to be more favorable as landlords 
continue to do whatever is necessary to keep their tenants.
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OFFICE TERMS AND DEFINITIONS

Inventory: Office inventory includes all multi-tenant and single 

tenant buildings at least 15,000 square feet. Owner-occupied, 

government and medical buildings are not included.

Office Building Classifications: Grubb & Ellis adheres to the BOMA 

guidelines. Class A properties are the most prestigious buildings 

competing for premier office users with rents above average for the 

area. Class B properties compete for a wide range of users with rents 

in the average range for the area. Class C buildings compete for ten-

ants requiring functional space at rents below the area average.

Vacancy and Availability: The vacancy rate is the amount of 

physically vacant space divided by the inventory and includes direct 

and sublease vacant. The availability rate is the amount of space 

available for lease divided by the inventory. 

Direct Vacant: This is the vacancy rate in space offered on the market 

directly by the landlord in single and multi-tenant buildings. This 

excludes vacant space offered for sublease and vacant space that is 

not offered on the market, for whatever reason.

Net Absorption: The net change in physically occupied space over a 

period of time.

Asking Rent: The dollar amount asked by landlords for available 

space expressed in dollars per square foot per year in most parts of 

the country and dollars per square foot per month in areas of Califor-

nia and selected other markets. Office rents are reported full service 

where all costs of operation are paid for by the landlord up to a base 

year or expense stop.. The asking rent for each building in the market 

is weighted by the amount of available space in the building.

* Grubb & Ellis statistics are audited annually and may result in revi-

sions to previously reported quarterly and final year-end figures.
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