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When COVID hit Gentral Oregon in April of 2020, com-
mercial real estate in Gentral Oregon was impacted. Most
lease negotiations came to a halt, and many sales trans-
actions were delayed, terminated or put on hold. Miracu-
lously, the impact was short-lived, and by the beginning
of the third quarter of 2020, the Bend commercial market
was back to the pre-COVID norm. The fourth quarter was
above the previous year’s activity, and that positive trend
has continued to rise through 2021.

A CLOSER LOOK AT EACH INDUSTRY

HOTELS: The hospitality industry suffered tremendously
through the pandemic. The labor shortage extended the
challenge of operating at capacity, and it is still impacting
businesses today. Fortunately, landlords and government
subsidies helped many in the industry survive.

RETAIL: Retail rents softened in 2020, but we are now
starting to see asking rates return to normal. Compass
Commercial leased over 85,000 SF since January 2021.
The redevelopment of older properties continues along
with new localized projects outside of downtown Bend.

OFFICE: We are noticing an increase in activity compared
to 2020, but this activity is not consistent across all prop-
erties and submarkets. Some spaces experience strong
activity and lease quickly after hitting the market, while
others have struggled to generate interest. We believe
this segment of the market is poised for a strong recovery
but as of today, office leasing remains more challenged
than the other property types.

INDUSTRIAL: Significant development and construction
of industrial facilities have taken place in both Bend and
Redmond markets. Most have been built for owner users
and bridge the gamut from large manufacturing to smaller

flex space for tenants to rent. Compass Commercial closed over 40 industrial leases
and over 20 industrial sales in both markets so far this year.

BUSINESS: As business owners are deciding to sell to take advantage of strong
valuations, we are noting an increasing number of businesses for sale.

LAND: Prices continue to increase on bare land throughout Central Oregon.
We are seeing several unsolicited offers on land, particularly in Bend. The
City of Bend has a limited amount of developable land inside the urban
growth boundary, thus the upward pricing pressures.

IN-MIGRATION TO CENTRAL OREGON

People from virtually every state come to visit or move to the
area. This in-migration has severely impacted the availability
and affordability of all housing types. The demand for inves-
tors to acquire multifamily is robust, though there is little
inventory available to purchase. Fortunately, the lumber

prices are now coming down quickly, which will help

with construction costs.

MOVING FORWARD

Central Oregon will continue to grow with more
redevelopment and new construction. Inves-
tors and businesses want to be in Central
Oregon, and we believe our values are still
going up the left side of the bell curve.

If you have any questions regarding
your properties, businesses, or
simply want to talk about invest-

ing in Central Oregon, contact

us at Compass Commercial
located in Bend, Oregon.
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1.07% \ 4 -1,498 SF

VACANCY ABSORPTION

Compass commercial surveyed 221 office buildings totaling 2.74
million square feet for the second quarter office report of 2021.
1,498 SF came back online during the quarter with the vacancy rate
increasing to 7.07% in Q2 from 6.66% in Q1. There is now 193,643
SF of office space available in the market.

LEASING: The office leasing market is showing signs of stabilizing
after the significant impact COVID had on leasing momentum. Activity
inthe West Side submarket has picked up, as evidenced by the positive
absorption. Two notable leases include Western Title & Escrow leasing
14,969 SF at The Quad at Skyline Ridge and Integrated Eyecare
leasing 6,600 SF at Shevlin Corporate Park. The increased vacancy
rate this quarter is attributable almost entirely to Gb leaving the
Downtown submarket for a smaller footprint in the Old Mill District.
Their relocation contributed to the Downtown vacancy rate increasing
t012.35% compared to a 5.28% vacancy rate in Q1.

RENTS: The average asking rental rate for Bend office space currently
sits at $1.83/SF/Mo. NNN* with the highest rates located within the
West Side submarket.

CONSTRUGTION: No new speculative office developments are currently
under construction. At Shevlin Health and Wellness, two medical office
buildings are currently under construction. The first
isa 5,234 SF building expected to be occupied by
High Lakes Health Care. The second, a 7,358
SF building, is currently being marketed
for lease.

SALES: There were three notable Downtown Huy 977310 St
office sales this quarter. The 12.3% 29%'
Centratel Building, located at —— '

141 NW Greenwood Avenue, 12%

was purchased for $3,550,000
or S276/SF. A 2,276 SF single
tenant office building located at
115 NW Greeley Avenue sold for
$1,000,000 or S439/SF. A 1,947
|SF sindgle1t2325,|\lnvb tFJfficke| hxilding
ocated at ranklin Avenue

Sold for $725,000 0r S3T2/SE. s L truANY TS

BEND OFFICE NET ABSORPTION BLDGS. OVER 3,000 SF

NO. TOTAL VAC. ~ 2NDQTR.  TOTALYTD
BLDGS. SF RATE  ABSORP.SF  ABSORP. SF

(Change since last quarter)
M increased [ Decreased [ No Change

MARKET AREA
Downtown 51 494522 12,35%  (30,965) (29,428)
Hwy 97/3rd St. 54 671,117 2.89%  (2.468) 8,864

West Side 16 1568454 120% 25935 42,620

TOTAL 221 2740693 101%  (1498) 22,056

BEND RETAIL NET ABSORPTION BLDGS. OVER 3,000 SF

A 0269 S

VACANCY ABSORPTION

Over 4.50 million square feet across 259 retail buildings were surveyed.
During the quarter, 5,269 SF of positive absorption resulted in the
citywide vacancy rate to drop slightly from 5.98% in Q1 to 5.86% in
Q2. There is now 264,077 SF of available retail space for lease.

LEASING: Retail demand remained strong with 19 leases signed
totaling 43,536 SFin Q2 with Compass Commercial. It should be noted,
however, the quarterly vacancy rate increased to 10.66% in the South
97 submarket due to a correction from the previous quarter of 15,295
SF of negative absorption at the Bend Factory Stores.

RENTS: The average asking rental rate for Bend retail space hovers
around $2.13/SF/Mo. NNN* and is expected to be on the rise given the
strong demand from a wide spectrum of retail and restaurant tenants
on the search for the right location. In the West Side submarket, class
A spaces leased at shopping centers and new developments throughout
the market saw premiums of $2.50 to $3.00/SF/Mo. NNN.

CONSTRUCTION: The demand for construction has increased due to the
remodel of the Bend Factory Stores, development of new retail buildings
like The Grove Market Hall, and tenant improvements at Westside Yard.
Development continues at the new brewpub at The Quad at Skyline
Ridge on Bend’s west side, consisting of approximately 3,100 SF.
Construction is also slated to begin during Q3 at Reed South, a 30,000
SF retail development located at the southwest
corner of SE Reed Market Road and SE 27th

Street, which has Cascade Lakes Brewery
pre-leasing 8,195 SF for their second
location along with a gas station/

: )
convenience store. oo Y 1-3%0 |
SALES: There were three notable s
sales of retail buildings this

quarter. A 15,154 SF retail building We%%,'}“ ¢
on Jamison Street sold to an owner L]0 2
user for $6,065,317 or S400/SF. W
Another property consisting of
5,172 SFlocated at 3520 N Hwy 97
sold to an investor for $2,049,000
of $354/SF. A 3,834 SF building at

357 NE Dekalb Avenue sold to an .
. RETAIL VACANCY RATES (Change since last quarter)
investor for 81 141 ’000 or 3297/SF M increased [ Decreased [ No Change

NO. TOTAL VAC. ~ 2NDQTR.  TOTALYTD

MARKETAREA  BinGs  SF RATE  ABSORP.SF  ABSORP.SF
South 97 21 814421 1066%  (749) (1037
Central 97 £ 867792 437% 652 2
North 97 28 1200712 126% O 0
East Side 28 51833  406% 3764 4,904
West Side 55 543268 515%  (1121) 2,699
Old Mill District 19 265502 043% 788 788
Downtown 66 434383 192% 2,808 6.283
TOTAL 259 4504414 586% 5269 4326

PAGE 2



COMPASS POINTS

= BEND INDUSTRIAL

A 41,668 SF

V 1.50%
VACANCY ABSORPTION
Compass Commercial surveyed 320 industrial buildings in Bend
totaling 4.61 million square feet. During the quarter, 47,668 SF
of positive absorption was recorded resulting in a decrease in the
vacancy rate from 2.27% in Q1 to 1.50% in Q2. There is now just

69,367 SF of industrial space available for lease in Bend, compared
to 104,035 SFin Q1.

LEASING: Demand for industrial space remained very high during the
quarter. Compass Commercial brokers were involved in more than
53,000 SF of industrial eases in Q2 alone. The most notable leasing
activity occurred in the Southeast and Central submarkets. A large
lease transaction totaling 13,338 SF to a cybersecurity company at
High Desert Industrial Park was completed helping to decrease the
vacancy rate in the Central submarket from 11.40% in Q1 to 7.82%
in Q2. Seven lease transactions were completed in the Southeast
submarket during the quarter bringing the vacancy rate to 0% for
the first time since 1993!

RENTS: Average asking rates on industrial space in Bend are between
$0.85 and $1.10/SF/Mo. NNN. The rental rates on the high end of the
range are generally for new construction or spaces that are highly
improved with office space.

CONSTRUCGTION: Due to dwindling industrial land supply in Bend
and ever-increasing construction costs, very little new speculative
construction is underway. There are two projects

under construction in the market totaling @
25,216 SF, of which only 20,480 SF is
available.

SALES: There were three notable

sales of industrial buildings during Northeast
the quarter. One property, located Central 97 0.6%

at 2548 NE 2nd Street sold to 18% | ‘=
an owner user for $1,175,000 or \

S143/SF. The adjacent building
located at 2522 NE 2nd Street
also sold to an owner user for ] Southeast
$1,104,000 or S$151/SF. Another 0.0%
property located at 1569 NE Znd

ggg%t(] %%lg tUS??7/|g¥eSt0r for BEND IND. VACANCY RATES (Change since last quarter)
’ ’ or ' M increased  [MDecreased [ No Change

BEND INDUSTRIAL NET ABSORPTION BLDGS. OVER 3,000 SF

NO. TOTAL VAC. ~ 2NDQTR.  TOTALYTD

MARKETAREA  gipgs.  'SF RATE  ABSORP.SF  ABSORP.SF
Southeast 143 1685983 000% 23167 58768
Northeast 121 2151516 0.60% 1618 5,500
Central 3B 469915 182% 16843 16843

West Side 12 303106 6.471% 40 6,972
TOTAL 320 4610520 1.50% 47668 88,083

RDM INDUSTRIAL
W 19,847 SF

ABSORPTION

0
AL

88 buildings totaling 1.66 million square feet were surveyed in the
second quarter of 2021. In this quarter, the Redmond industrial market
gained 19,874 SF of vacant industrial space increasing the total
available space from only 19,000 SF in Q1 to 38,874 SF of leasable
space in Q2. This is mainly due to PCC Schlosser

moving out of their 33,224 SF suite at 375 NE
11th Street. The vacancy rate increased as
a result from 114% in Q1 to 2.34% in Q2.
Four buildings gained occupancy and one —
recorded negative absorption in Q2. 2.3%,

LEASING: Compass Commercial &
leased over 50,000 SF of industrial
space in Redmond in the last
quarter. ABC Supply leased 29,587
SF of this space at 833 SW 1st
Street in Q2.

RENTS: Average asking lease
rates in the Redmond industrial

market are between 30.8[] and RDMIND. VACANCY RATES (Change since last quarter)
Mlincreased [ Decreased  [M No Change

$1.10/SF/Mo. NNN*.

REDMOND INDUSTRIAL NET ABSORPTION  BLDGS. OVER 3,000 SF

NO. TOTAL VAC. ~ 2NDQTR.  TOTALYTD
BLDGS. SF RATE ~ ABSORP.SF  ABSORP. SF

Redmond 88 1663927 234%  (19,847) 32,201

MARKET AREA

*Data sourced from CoStar

FOR LEASE | REED SOUTH
21175 Reed Market Road, Bend
1,100-9,976 SF | $2.55-S2.80/SF/Mo. NNN
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https://www.compasscommercial.com/property/reed-south/

FOR SALE: LAKE PLACE APARTMENTS

Redevelopment Potential in the Opportunity Zone
8 Units | 3,418 SF | $1,500,000

Want to know when new listings
like this hit the market?

Sign up for New Listing Alerts at
CompassGommercial.com/Signup

N,

54 NW Lake Place, Bend

N OTA B I_E Compass Commercial Real Estate Services negotiated the following notable
transactions in the second quarter of 2021. For more details about our monthly

, / T R A N S Ac TI 0 N S transactions, please visit CampassCommeréiaLcam/ Transactions.
99 28 ) 61 C““"‘"‘" $48.4M
TRANSACTIONS SALES LEASES S W% CONSIDERATION

TYPE PROPERTY BLDG/LOT SIZE PRICE COMPASS COMMERCIAL REPRESENTED
) 12,859 SF ' -
Office 141 NW Greenwood Ave., Bend 064 AC $3,550,000 SELLER & BUYER: Terry O'Neil & Dan Kemp
Industrial 1569 NE 2nd St., Bend raey $2650,000  BUYER: Graham Dent
) 10,000 SF ' .
Hotel & Motel 517 NW Birch Ave., Redmond 043 AC $2,365,500 BUYER: Howard Friedman
. 8,984 SF SELLER: Dan Kemp & Peter May
Industrial 521 SE 9th St., Bend 079 AC $2,100,000 BUYER: Dan Kemp
. . 5,112 SF )
Retail 3520 N Highway 97, Bend 031 AC $2,049,000 SELLER: Peter May & Dan Kemp
TYPE PROPERTY SF LEASED LESSEE COMPASS COMMERCIAL REPRESENTED
. American Builders & LANDLORD: Ron Ross, Pat Kesgard & Kristie Schmitt
Industrial 833 SW 1st St., Redmond 29,581 S Construction Supply, Inc. ~ TENANT: Ron Ross & Terry O’Neil
) Western Title & Escrow ~ LANDLORD: Dan Kemp & Adam Bledsoe
Office 1777 SW Chandler Ave., Bend 14,375 SF 0o TENANT: Joel Thomas
. ) America’s Best Contacts & ) .
Retail 3197 N Highway 97, Bend 3,551 SF Eye Glasses LANDLORD: Russell Huntamer & Terry O’Neil
Office 336 SW Cyber Dr., Bend 6,599 SF Integrated Eyecare TENANT: Graham Dent
Retail 2127 S Highway 97, Redmond 2,565 SF Dr. Joshua Van der Bunt ~ LANDLORD: Jay Lyons, Russell Huntamer & Grant Schultz
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