
BRENDA KERR is also
responsible for the daily
management of a portfolio of
commercial properties,
responding to tenant
questions, and coordinating
repairs and maintenance.

Brenda holds a Bachelor of Arts in Social
Science and a certificate in Human
Resource and Personnel from Washington
State University (Vancouver, WA).

She has relocated to Bend from Vancouver,
Washington where she managed an upscale
storage facility and honed her customer
service skills at Nordstrom.

She is currently streamlining and
organizing office procedures to give better
service to our clients.

Consider this very important metric when
making a lease vs. own decision: If a
company can invest $500,000 in its
business and can get a projected, annual,
after-tax return of 10% why would it choose

to purchase real estate at an after-tax
Internal Rate of Return (IRR) of, say, 8%?
The company is better off choosing to lease. 

One of the methods for evaluating this
information is to compute the Internal Rate of
Return (IRR) of a potential purchase and a
potential lease over the same period of time.
Then compare the IRR differential
(sometimes called the “cross point”) between
the two to the opportunity cost of the
business. It is best to calculate all of these in
after tax dollars. This methodology establishes
an opportunity cost at which the cost to own
and the cost to lease are equal (the cross
point). One can then compare the cross point
to the opportunity cost of the business.

In general, if the business opportunity cost
exceeds this cross point then it is better for
the business owner to lease. If the business
opportunity cost is less than the cross point
then the business owner is best to buy. It

seems pretty straightforward but it can be
difficult to project one’s profit or timeline
when pursuing a new opportunity vs. closing
a real estate transaction. Obviously, the
better informed the business person, the
more reliable the projections will be.

The option to invest your company’s dollars
in business growth and opportunity is often
an excellent gauge for whether your real
estate investment is well priced and well
timed. Compass Commercial brokers are
professionally trained to help businesses
evaluate the lease vs. purchase decision.
We’re happy to walk you through the
complicated (or straightforward) math of
your specific situation.



The Bend industrial

ma r k e t  i s

experiencing a near

term lull in leasing

activity. During the

qua r t e r,  4 ,636

square feet were absorbed. This is well below

the trailing two year quarterly average of

47,745 square feet of absorption. We

believe this is due to the lack oof ssuitable

available iindustrial sspace iin BBend.

Residential construction related businesses,

adversely affected by the housing recession,

also factor into the recent leasing volume

slow down. Although these industrial

companies are not leasing large amounts of

new space, the good news is that they are

currently not vacating their spaces either. 

The overall vacancy rate remained constant

at 3.2%, a historically low figure. We

surveyed 236 buildings totaling 3.13 million

square feet. The Southeast submarket leads

the market with 7,820 sq. ft. of positive

absorption. The NNortheast aand WWestside aand

Central ssubmarkets hhave eessentially nno

vacancy and the Southeast has a 2.4%

vacancy.

“The overall vacancy rate
remained constant at 3.2%,
a historically low figure.”

Bend Industrial Market

The Redmond

industrial market had

a strong first quarter.

The vacancy rate

dropped back down

to 5.2% as 23,508

square feet were absorbed. New cconstruction

is eexperiencing ggood lleasing aactivity while

existing buildings with rents competitive to

Bend maintain their occupancy levels. In

Redmond Industrial Market

VACANCY

ABSORPTION

ABSORPTION

VACANCY

NET ABSORPTION BY SUBMARKET  — 1ST QUARTER 2007

NO. OF TOTAL VAC % 1st QTR ABSORPTION TOTAL
MARKET AREA BLDGS SQ. FT. 1st QTR ABSORPTION YTD 2006

Southeast 104 1,289,554 2.4% 7,820 7,820  68,611 

Northeast 95 1,309,652 5.1% (1,589) (1,589) 59,801

Central 25 237,842 0.0% 0 0 1,200

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

BEND TOTAL 236 3,126,288 3.2% 4,636 4,636 129,212

Industrial Buildings over 3,000 sq. ft.

NET ABSORPTION — 1ST QUARTER 2007

NO. OF TOTAL VAC % 1st QTR ABSORPTION TOTAL
MARKET AREA BLDGS SQ. FT. 1st QTR ABSORPTION YTD 2006

Redmond 47 812,938 5.2% 23,508 23,508 66,435

Industrial Buildings over 3,000 sq. ft.
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Bend’s office market

vacancy rate decreased

once again from 6.5% to

5.9% at the end of Q1

2007. Since the general

rule of thumb for a

balanced market is a 6%

vacancy rate, Bend’s office market is in a

good, healthy state. With the exception of a

few “stubbornly vacant” office suites, most

space that becomes vacant will lease within

three to six months. The mmost ppopular ssized

space iis lless tthan 11,200 ssquare ffeet. We

surveyed 159 office buildings totaling 1.75

million square feet. 

During the first quarter absorption increased

as 21,123 square feet were absorbed. The

Downtown ooffice mmarket hhas eexperienced

robust lleasing aactivity and vacancy rates

have dropped from 14% in Q1 2005 to

3.4% today. The Hwy. 97 corridor has an

11% vacancy rate. On the West Side, we

recorded negative absorption with vacancy

rates increasing slightly to 4.9%, still

considered a very tight market.

Bend Office Market

ABSORPTION

VACANCY

NET ABSORPTION BY SUBMARKET — 1ST QUARTER 2007

NO. OF TOTAL VAC % 1st QTR. ABSORPTION TOTAL
MARKET AREA BLDGS. SQ. FT. 1st QTR. ABSORPTION YTD 2006

Downtown 40 418,779 3.4% 16,977 16,977 62,183  

Hwy. 97/3rd St. 43 402,692 11.0% 8,011 8,011 (18,557)

Westside 76 954,435 4.9% (3,865) (3,865) 80,424

BEND TOTAL 159 1,759,486 5.9% 21,123 21,123 124,050

Office Buildings over 3,000 sq. ft.

Bend Retail Market
the south, the Bend Factory Stores continue

to attract national retailers. To the east,

Borden’s Corner and Tuscan Square are

proving their location and timing were right.

And to the north, the redevelopment of both

regional shopping malls is attracting a mix

of local and national tenants

such as Verizon Wireless and

Fuel Surf Skate Moto. The

current vacancy is 5.35%. 

Phase II at The Shops at The

Old Mill District is online with

the opening of a third

riverfront restaurant, Greg’s

Grill, slated for May 3rd.

National retailer Ann Taylor

Loft has also announced plans

for that project.

• Bend is the 4th fastest growing
city in the nation according to
estimates released by US Census
Bureau. 

• Prineville’s old Ochoco Lumber
mill site may become 76 acre
“mini-Mill District.” 

• Sisters greenlights Sun Ranch
Business Park — a light
industrial development blended
with residential uses for a “live-
work” concept. 

• EDCO predicts Bend’s population
to cross the 80,000 mark, the
region to be home to 210,000
by the end of the third quarter
this year.

• The Oxford Hotel breaks ground
for 7 story, 56 room upscale hotel
with restaurant and retail at the
corner of Minnesota and Lava. 

• Redmond reports 25 industrial
buildings totaling 529,000 sf
under construction or built in
2006 for $29.1 million.  

• Nearly 3,000 new overnight units
slated next few years at five resorts
in Deschutes and Crook counties.  

• Hotel/condo resort, to be named
“Rivergate,” announced plans for
15 acres near Prineville’s Meadow
Lakes Golf Course. 

• Plans filed with Bend to build
432 condominiums on former site
of 85 unit Sun Country Mobile
Home Park.  

• Lowe’s Home Improvement
Warehouse filed for site and design
review in Redmond.

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

these items and other news.

Retail leasing continues its

steady growth throughout

Bend. To the west,

NorthWest Crossing’s

commercial core is leasing

up with small boutiques. To

NO. OF TOTAL VAC % 1st QTR
MARKET AREA BLDGS SQ. FT. 1st QTR ABSORPTION

South 97 13 636,440  2.84% 11,381

Central 97 37 617,133  3.23% (526)

North 97 24 1,074,006 9.64% (3,680)

Eastside 29 593,009  4.41% (9,831)

Westside 42 383,018  3.40% 7,546

Old Mill 14 274,282  1.09% 0 

Downtown 73 519,873 6.87% 6,514 

Bend Total 232 4,097,761  5.35% 11,404

some cases, rental rates for new construction

in Redmond are approaching the same levels

as Bend.

Redmond has a window of opportunity before

additional properties are available in Juniper

Ridge, scheduled for Q1 2008. Redmond

currently enjoys a nice supply of industrial

land inventory at prices that are a little over

half of the prices available in Bend.

ABSORPTION

VACANCY


