
Selling professional office space is one type
of business condo application. Another type
of development new to the Central Oregon
market is flex or industrial space for sale.
People buying this sort of space have work
requirements that need more warehouse-like
amenities. An example is on Bend’s eastside
at the Westmar Business Center. This new

development on 9th street
has three different buildings
with varying floor plans. The
flexibility at this site allows
for owners to use the space
as either showroom, or office,
or industrial flex space. There
are clear span ceilings and
dock high doors. These
amenities used to only be
available by lease but now
business people may choose
to own.

Here’s an example of how the
lease vs. own decision might
work at a building like this:
Let’s say you have a strong
buyer looking at 3,400 sq. ft.
of warehouse space. Use
$0.90/SF/nnn as the lease
rate and a 1:1.2 debt
coverage ratio. According to
that ratio the bank’s
mortgage payment may not
exceed $2,550 per month.

The rent formula would be $0.90/SF X
3,400 = $3,060. So, in this example, the
buyer will be paying a smaller mortgage than
rent, but will still need to come up with a
down payment. How much? If the building
sells for $510,000 a 25 year mortgage at
7.5% will put the loan amount at $345,000
and the buyer would have to put down
$164,000 — a 68/32 loan to value ratio.
The desire may be to own one’s work space,
and the month-to-month math may show the
economy of that. But bear in mind that
buyers must bring some sort of down
payment to make the numbers work.

increasing a buyer’s wealth during the
holding period. Other advantages include not
having to renegotiate leases every few years
and being able to build out exactly what is
wanted and needed in the space.

Examples of business office condos in Bend
include The Bond (1051 Bond St.) at the

corner of Greenwood Avenue downtown,
Vision Plaza and The Columbia Suites, both
on the West Side near Mill Point Campus.
Local banks are very interested in lending to
small businesses because they see owner-
user real estate as less risky than investor or
speculator purchases. At The Bond, a
business professional can purchase office
space ranging in size from 468 sq. ft. to
3,812 sq. ft. Not only does this represent a
very unique opportunity for a small business
to own highly desirable downtown Bend real
estate, but it can be less expensive than
leasing. 



We surveyed 161 office

buildings totaling over

1,825,905 square feet for

this report. At the end of

the second quarter, there

was 128,010 square feet

available and the overall

market vacancy increased from 5.9% to

7.0% from the first quarter. The current

7.0% vacancy rate is 200 basis points below

the 2006 figure, so our mmarket hhas iimproved

greatly iin tthe ppast 112 mmonths. The

Downtown submarket experienced the

greatest increase in vacant space due in

large part to the ssecond ffloor oof tthe FFranklin

Crossing BBuilding bbeing cconverted ffrom rretail

to ooff ice sspace. An ample amount of

affordable, “Class C” office space is

available in the Hwy. 97/3rd St. submarket

with 52,600 square feet available. The

increasingly popular Westside submarket

vacancy dropped again to 4.2%. With seven

new office buildings totaling over 160,600

square feet under construction on the

Westside, we anticipate the vacancy rate to

increase into 2008.

ABSORPTION

VACANCY

The impact of several
major vacancies and a
slight softening of
demand has caused
Bend’s industrial
vacancy rate to
increase to 7.0% from

2.9% in the same quarter a year ago. Four
new industrial buildings were added to the
survey in the past twelve months bringing our
survey total to 242 buildings and 3.2 million
square feet. What’s impressive is that almost
300,000 ssquare ffeet oof nnew iindustrial
building iis uunder cconstruction oor pplanned

throughout the City of Bend.

If you combine the new construction with the
existing 223,637 square feet available today,

it may take two years or more to absorb our
existing inventory. On a related note, Oregon
state law mandates a twenty year supply of
industrial lands remain available for future
economic development growth, so our
immediate nneed ffor aadditional iindustrial
land aat JJuniper RRidge rremains vvery hhigh.

Due to numerous companies moving out, the
Southeast submarket experienced 22,353
square feet of negative absorption. The
Northeast submarket absorbed 7,230 square
feet during the quarter. The CCentral
submarket vvacancy rrate sskyrocketed from
1.8% a year ago to 13.7% today mostly due
to Structus vacating 28,200 square feet in
the Ponderosa Building on 2nd Street.

Bend Industrial Market

In Redmond, we

s u r v e y e d  f i f t y

buildings total ing

856,928 square feet.

The vacancy rate in

Redmond increased

to 10.7% (please note that we are restating

vacancy numbers for the past two quarters as

follows: Q4 2006: 10.3%; Q1 2007: 7.4%).

Developers have added 113,247 square feet

Redmond Industrial Market

NET ABSORPTION BY SUBMARKET  — 2ND QUARTER 2007

NO. OF TOTAL VAC % 2ND QTR ABSORPTION TOTAL
MARKET AREA BLDGS SQ. FT. 2ND QTR ABSORPTION YTD 2006

Southeast 107 1,322,154 6.6% (22,353) (11,413) 68,611 

Northeast 97 1,351,172 7.4% 7,230 5,641 59,801

Central 26 242,962 13.7% (33,240) (33,240) 1,200

Westside 12 289,240 0.7% (1,595) (1,595) (400)

BEND TOTAL 242 3,205,528 7.0% (49,958) (40,607) 129,212

Industrial Buildings over 3,000 sq. ft.

NET ABSORPTION — 2ND QUARTER 2007

NO. OF TOTAL VAC % 2ND QTR ABSORPTION TOTAL
MARKET AREA BLDGS SQ. FT. 2ND QTR ABSORPTION YTD 2006

Redmond 50 856,938 10.7% (2,654) 20,854 91,687

Industrial Buildings over 3,000 sq. ft.
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Bend Office Market

NET ABSORPTION BY SUBMARKET — 2ND QUARTER 2007

NO. OF TOTAL VAC % 2nd QTR. ABSORPTION TOTAL
MARKET AREA BLDGS. SQ. FT. 2ND QTR. ABSORPTION YTD 2006

Downtown 40 442,482 8.0% (5,775) 11,202 62,183  

Hwy. 97/3rd St. 45 428,988 12.3% 12,101 11,562 (18,557)

Westside 76 954,435 4.2% 12,556 3,171 80,424

BEND TOTAL 161 1,825,905 7.0% 18,882 25,935 124,050

Office Buildings over 3,000 sq. ft.

Bend Retail Market
adjacent Mercato project, the leasing team is
having early success pre-leasing shop space to
national and local retailers and restaurants. For
this qquarter’s ssurvey, wwe ppolled 2239 bbuildings
totaling oover 44 mmill ion ssquare ffeet oof sspace. TThe
vacancy rrate iis 44.94%. The only major vacancies

in quality space exist at the Bend
Factory Stores on S. Highway 97
and at Cascade Village on N.
Highway 97. Most of the other
vacancies exist in small, “Class C”
retail space in sub-par locations.
Note on Redmond: The ppending
grand oopenings oof SSuper WWal-
Mart, LLowe’s, HHome DDepot aand
associated sshop sspace wwill ccreate
a nnew rretail eexperience nnever
seen bbefore iin RRedmond. Look for
other retailers announcing new
stores surrounding these big-box
retailers.

€ Redmond•s Urban Area Planning
Commission unanimously
approved a zoning change
necessary to advance the
construction of a $120 million
water park resort. 

€ The Redmond Airport will add
200 more parking spots this
summer. 

€ The newest Bend UGB map, built
on a 20 year estimate of 113,000
residents, included 5,000 acres
under consideration for inclusion
into the city limits.

€ Portland-based GBD Architects
unveiled first designs for Les
Schwab•s new corporate
headquarters in Juniper Ridge. A
pair of buildings at 18th and
Cooley will be the first to break
ground and will feature 120,000
SF of office space and 350
parking spaces, with 3 or 4 stories.

€ Recently released US Census data
showed Sisters and Redmond
ranked 2 and 3 for fastest growing
cities in Oregon from April 2000
to July 2006. Sisters grew by 82%
and Redmond by 74.3%. 

€ Downtown Bend got another new
restaurant „ Deep, owned by
Merenda chef Jody Denton,
opened its doors June 5th on
Wall Street.

€ Sunriver closed on 617 acres of
land purchased from the Forest
Service. The land is adjacent to
Caldera Springs, with some
frontage on Highway 97. The
price was $7.25 million. 

See the news link off our homepage,
compasscommercial.com, for more on

these items and other news.

The Old Mill continues to steal
the retail headlines. Year tto
date, tthe OOld MMill hhas ppre-
leased oover 225,500 ssquare ffeet
of PPhase III rretail sspace pprior tto
construction ccompletion. At the

of new industrial buildings in the past twelve

months causing the vacancy rates to rise.

Overall, tthe RRedmond mmarket hhas pperformed

very wwell by attracting small companies

searching for affordable industrial land and

space.

•Developers have added 113,247
square feet of new industrial

buildings in the past twelve monthsŽ

ABSORPTION

VACANCY

ABSORPTION

VACANCYNO. OF TOTAL VAC % 2ND QTR
MARKET AREA BLDGS SQ. FT. 2ND QTR ABSORPTION

South 97 14 648,940 3.00% 0

Central 97 37 608,958 1.99% 7,800

North 97 26 1,104,006 9.74% 5,776

Eastside 30 593,009 4.74% (1,982)

Westside 42 377,591 4.64% 1,080

Old Mill 17 292,082 0.00% 17,500 

Downtown 73 503,873 3.80% 0 

Bend Total 239 4,128,459 4.94% 30,174

ABSORPTION

VACANCY

NET ABSORPTION BY SUBMARKET — 2ND QUARTER 2007


