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Commercial real estate has always been a relation-
ship-driven profession. Relationships form between
the broker and the client to open and close commercial
transactions. But what happens when Artificial Intel-
ligence (Al) propels itself into this relationship-cen-
tered ethos?

You've likely used Al without even realizing it. Automa-
tion exists in everyday programs, chatbots have been
around for years, and virtual assistants such as Siri,
Alexa and Google are a part of our day-to-day lives.
It made headlines with generative Al programs like
OpenAl’'s GhatGPT and imagery generators like DALL-E.
It can streamline various processes, decrease human
error, automate tasks, and increase efficiency.

HOW IS Al USED IN THE CRE WORLD?

The analytical side of Al and property technology
(proptech) are the leading forces in the commercial
real estate world. Proptech is redefining how brokers
conduct transactions and manage properties, and
automation is at its core. CRM platforms and project
management software are prime examples of Al au-
tomation. These automation tools enhance efficiency
and allow real estate brokers to focus on building
relationships with their clients. Al and proptech tools
contribute to the democratization and transparency
of the real estate industry, allowing small-scale in-
vestors to perform at the same level as experienced
real estate investors, reported Forbes.

Another powerful ability is predictive analysis. Var-
ious programs can analyze historical property sales,
current economic factors, property information, loca-
tion, trends, and more to provide an in-depth market
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analysis. Other programs use photo analysis to perform property valuations
quickly and efficiently.

CHALLENGES

Confidentiality remains top-of-mind for commercial real estate profession-
als. Be cautious of what you allow Al to know, as it continuously learns
from the information we input into the system. Another challenge, re-
ferred to as an Al Hallucination, is when the Al provides convincing yet
highly inaccurate data. Most commercial real estate professionals

are hesitant to implement these new technologies. They rightfully
overanalyze what technologies are available before making a

decision. Despite these challenges, 65% of U.S. executives

believe Al will highly impact their organization in the next

three to five years, KMPG reports.

How can we tell what is Al and what isn’t? Companies
such as Adobe and Microsoft have established a symbol
to include with Al-generated content, distinguishing it
from human-made content. Adobe calls it “an icon

of transparency.” According to Forbes, The Uni-
versity of Kansas developed an Al detector with

999% accuracy. It is one of the only detectors

designed for academic papers.

Compass Gommerecial is starting to embrace
Al to remain at the forefront of serving
our clients. Staying on top of new Al
technologies is crucial to avoid fall-

ing behind in the rapidly evolving
landscape. Brokers who adapt to

these technologies can focus on

what they do best: building re-

lationships with their clients.
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https://info.kpmg.us/news-perspectives/technology-innovation/kpmg-generative-ai-2023.html
https://www.theverge.com/2023/10/10/23911381/adobe-ai-generated-content-symbol-watermark
https://www.forbes.com/sites/ariannajohnson/2023/06/07/new-tool-can-tell-if-something-is-ai-written-with-99-accuracy/?sh=3e81ff895ed4
https://www.forbes.com/sites/forbesbusinesscouncil/2022/11/29/four-leading-trends-in-the-proptech-industry/?sh=189e37fa122a
https://www.compasscommercial.com/property/discovery-corner/
https://www.compasscommercial.com/
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A 4.88% W -12125 SF

VACANCY ABSORPTION

Compass Commercial surveyed 227 office buildings totaling 2.79 million
square feet for the third quarter office report of 2023. The market expe-
rienced 12,125 SF of negative absorptionin Q3 2023 with an increase in
vacancy rate from 4.29% in Q2 2023 to 4.88% in Q3. This is the third
consecutive quarter with negative absorption and an increase in vacan-
cy. The amount of available sublease space increased from 83,014 SF in
Q2 to 106,427 SF this quarter. This inventory, added to the 136,027 SF
of vacant office space, results in an availability rate of 8.70%.

LEASING: Leasing demand remains slow across all submarkets and
suite sizes. The West Side submarket experienced 4,163 SF of pos-
itive absorption this last quarter. This was offset by the Downtown
and Hwy 97/3rd Street submarkets which experienced 6,600 SF and
9,688 SF of negative absorption respectively.

RENTS: Lease rates remain flat with the high end of the market
ranging from $2.00 to $3.05/SF/Mo. NNN and more affordable
spaces ranging from $1.40 to $2.00/SF/Mo. NNN. While the market
has seen a few rate reductions due to limited leasing activity, rate
reductions are more the exception than the rule.

CONSTRUCTION: Building A of Shevlin Crossing, an 18,939 RSF
Class A office building in NorthWest Crossing, is now complete and
occupied by two tenants on the second floor. The

first floor is in shell condition and available
for lease. Building B of the Shevlin Cross-
ing development is still in the planning
stages. There are no other specula-
tive office developments under
construction. Downtown M\ g7/3ra st

0
SALES: A 1,974 SF office building 6'5 lo 2.6%
located at 373 NE Greenwood Av- ool >~ | -

enue sold in August for $750,000 0.3%
or S380/SF to an owner/user. A =
2,246 SF medical office building
sold in July for $1,135,000 or
S$505/SF. There were no other
notable sales this quarter.

Written by partner and broker  ofrice VAGANGY RATES (Change since last quarter)
Jay Lyons, SIOR, CCIM M increased [ Decreased [ No Change

NO.  TOTAL  VAC. 3RDQR.  TOTALYID
MARKETAREA  pipes.  sF RATE  ABSORP.SF  ABSORP. SF
Downtown 54 517083 664%  (6800)  (10539)

Hwy 97/3rd St. o4 67T 263%  (9,688) 4,630
West Side m9 1593392 5.26% 4163 (32,913)

TOTAL 221 288192 4.88%  (12125) (38,822)

BEND OFFICE NET ABSORPTION BLDGS. OVER 3,000 SF BEND RETAIL NET ABSORPTION BLDGS. OVER 3,000 SF

BEND RETAIL
A 16,070 SF

ABSORPTION

0
Vs

Compass Commercial surveyed over 4.61 million square feet of retail
space across 267 buildings in Bend to compile the third quarter retail
report of 2023. On the leasing front, the Bend retail market remained
solid through the third quarter of 2023, experiencing a slight dip in
overall vacancy, from 2.81% in Q2 of 2023 to 2.54% in Q3. There is now
116,948 SF of available retail space for lease in Bend.

LEASING: Recovering from a slight increase in overall vacancy in Q2,
the Bend retail market responded with a steady third quarter. The Cen-
tral submarket in Bend experienced positive absorption of 1,435 SF,
which caused the vacancy rate to decrease from 2.93% in Q2 to 2.72%.
The West Side and East Side submarkets experienced no change in
overall vacancy rate, while the North 97 submarket saw a slight increase
in overall vacancy with 42 SF of negative absorption. The Southern
submarket still maintains the highest vacancy rate in Bend, although it
experienced a decrease in vacancy from 7.10% to 6.19% in Q3 of 2023.

RENTS: The asking rental rates for Bend retail space continue to hold
steady between $1.30 and $4.00/SF/Mo. NNN with the highest rates
associated with drive-thru sites and new construction.

CONSTRUCTION: Vertical construction has begun for Killian Pacific’s
new multifamily complex, The Jackstraw, across from the Box Factory
on the west side of Bend. The new project will feature 313 high-end res-
idential units and 16,976 SF of ground-floor retail space, with the shell
scheduled for completion in the fall of 2025. The
new 129-unit multifamily development at 515
SW Century Drive and the adjacent 1,625 SF
retail building are on track with construc-
tion. The project is still on pace to be :
completed in February of 2024. 1.3%

SALES: The former 11,500 SF East Side
Walt Reilly’s restaurant and enter-
tainment venue located at 225 SW
Century Drive sold for $4,130,000
or $358.70/SF at the end of August
to Top Chef alum Brian Malarkey
and his brother James Malarkey. The
brothers will be opening their new
concept called Hawkeye and Huck-
leberry Lounge around Q1 2024.

Written by broker RETAIL VACANCY RATES (Change since last quarter)
Eli Harrison M increased [ Decreased  [M No Change

NO.  TOTAL  VAC.  3RDQTR.  TOTALYTD
MARKETAREA  pipgs.  SF RATE ABSOF?P. SF ABSORP.SF
South 97 23 835405 619% 12520 24200
Central 97 4 G148 21% 1435 (1665)
North 97 28 1228168 130%  (42) (5233)
East Side 0 601480 225% O 2309
West Side 56 562120 253% O (5504)
Od Mill District 19 265502 000% O 229
Downtown 67 440415 068% 2157 3016
TOTAL 27 4610441 254% 16070 11352
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= BEND INDUSTRIAL

W7-53,239 SF

A 240%

VACANCY ABSORPTION
Compass Commercial surveyed 321 Bend industrial buildings totaling
4,65 million square feet for the third quarter of 2023. The market ex-
perienced 53,239 SF of negative absorption during the quarter. At the
end of Q3 2023, the overall vacancy rate stood at 2.40%, the highest
vacancy rate recorded in the Bend industrial market since Q3 2020 and
an increase from 1.26% in Q2 2023. There is now 111,781 SF of indus-
trial space currently available in Bend.

LEASING: Leasing velocity continued to cool during the third quarter,
even among the smaller bay industrial units which are typically the most
sought after in the Bend industrial market. Tenants have many more op-
tions than they did just six months ago. There are currently 20 available
industrial units between 1,500 SF and 3,000 SF. Increasing supply and
slowing demand will begin to have an impact on asking lease rates as
landlords begin to compete for fewer tenants.

RENTS: Despite the increase in vacancy and slowing demand, the av-
erage asking lease rates remained largely unchanged at the end of the
third quarter down just $0.03 from $1.12/SF/Mo. NNN to $1.09/SF/Mo.
NNN. There are a handful of highly specialized industrial/flex spaces
commanding between $1.25 and $1.40/SF/Mo.

CONSTRUCTION: In Bend, there is one speculative industrial project
underway at the corner of SE Wilson Avenue and SE 9th Street. This is
the Midway project consisting of three buildings, one of which will be
occupied by Blackstrap. The remaining two flex
buildings total 27,789 SF and will be delivered

in spring 2025.

SALES: One notable sale occurred
during the quarter. The proper-
ty located at 63033 Sherman

Road sold to an owner/user for Northeast
$1,650,000 or S$210/SF. The Central 97 159
increasing cost of financing has 0.6% 10
made it difficult for investors and ’
owner/users to make new pur-
chases pencil. Softening leasing
fundamentals  combined  with
maturing debt over the next 12 : Southeast
months might spur additional 4.0%
sales activity.

Written by partner and broker  geyp iNp, vAGANGY RATES (Change since ast quarter)
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Graham Dent, SIOR Mincreased [ Decreased [ No Change
BEND INDUSTRIAL NET ABSORPTION BLDGS. OVER 3,000 SF
WRETAE gt S RTE ABSORRSE ABSORR ST
Southeast 145 1698,957  414%  (39,543) (56,119)
Northeast 128 211841 149%  (11,016) (21,328)
Central 36 469915 057%  (2,680) (2,680)
West Side 12 303106 2.03% 0 (6,165)
TOTAL 32 4649819  240%  (53,239) (86,292)

RDM INDUSTRIAL
A 93840 SF

ABSORPTION

0
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Compass Commercial surveyed 91 buildings totaling 1.75 million square feet
for the third quarter Redmond industrial market report of 2023. The Redmond
industrial market experienced 93,840 SF of positive absorption, resulting in
the vacancy rate decreasing from 5.24% in Q2 2023 to 1.16% in Q3. There
is now 20,251 SF of available space. In our Q2 report, we noted a significant
increase in vacancy rate caused by Traeger vacating a 72,000 SF facility at
6071 E Antler Avenue, which was quickly absorbed by BasX Solutions in Q3.

LEASING: Activity in the Redmond industrial market continues to show
movement with a demand for industrial space that includes yard space. The
market remains tight with very limited spaces available between 1,500 SF
and 5,000 SF. This quarter, we added two industrial buildings to the survey
increasing our surveyed footage to 1,746,335 SF from 1,722,495 SF in Q2.

RENTS: The Redmond industrial market continues to be strong with a slight
increase at the top of the market. Average asking
rates in the Redmond industrial market are be-
tween $0.90 and $1.25/SF/Mo. NNN depending
on the condition and size of the space. Asking
rates for new projects under construction are

between $0.95 and $1.25/SF/Mo. NNN. Redmond
CONSTRUCTION: There is cur- 1.2%
rently 30,000 SF to 50,000 SF of i

industrial space in the pipeline for Q4
2023 and Q1 2024 which should be
available to lease. Most of this square
footage will be available in various
sizes. This report does not provide
square footage of owner user build-
ings that either have been built or are
under construction.

Written by partner and broker RDM IND.VACANCY RATES (Change since last quarter)
Pat Kesgard, CCIM Mincreased [ Decreased [ No Change

REDMOND INDUSTRIAL NET ABSORPTION  BLDGS. OVER 3,000 SF

NO. TOTAL VAC. ~ 3RDQTR.  TOTALYTD
BLDGS. SF RATE ~ ABSORP.SF  ABSORP. SF

Redmond 91 1746335 116% 93,840 42,531

MARKET AREA

Positive Absorption = Space Leased | Negative Absorption = Space Vacated

FOR LEASE
Premium Industrial Facility

215 W Lundgren Mill Dr., Sisters
18,091 | $1.35/SF/Mo. NNN


https://www.compasscommercial.com/property/premium-industrial-facility-in-sisters/
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MULTIFAMILY REPORT | A NEW CHALLENGE FOR THE MULTIFAMILY MARKET

Central Oregon has experienced remarkable population growth over
the last decade, driven in part by its appeal to outdoor enthusiasts
and a robust job market. As a result, developers have responded by
constructing hundreds of new apartment units to meet the demand
for housing. These new units have brought modern amenities and
lifestyle choices to residents, but they've also raised questions
about the sustainability of this building boom and the impacts of a
potential oversupply.

The current vacancy rate in the Bend/Redmond market is 8.7% (the
highest in many years). The projected absorption rate is less than
300 units annually, portending even higher vacancies. Population
growth, while still steady is slowing from the meteoric rate of
recent years.

This is good news for renters, providing more options, more ne-
gotiating power, and potentially lower rents. Concessions like a
month or two of free rent will be on the table. Rent growth has
slowed dramatically across the board. Many Oregon markets are
experiencing flat or negative rent growth.

Most local apartment developers are well capitalized and have
long-term time horizons. But the high cost of building and capital,
coupled with vacancies, concessions, and lower rents may cause

MULTIFAMILY LISTINGS

LE roR saLes sow

Well-Maintained Fourplex
4,456 SF | $1,250,000
2940 NE Nikki Court, Bend

Fully Leased Triplex
3 Units | Sold for $765,000
1073 NE Hidden Valley Drive, Bend

some short-term stress. This trend is not unique to Central Oregon
and in fact is a common theme in many cities and areas across
the country. As with most market cycles, it will resolve over time
as apartment development will slow and population growth will
continue.

These factors and higher operating costs will put downward pressure
on property values. Sales and values will likely stagnate through
2024. A recession looms. Sellers continue to want yesterday’s
prices, remaining at odds with Buyers over property valuations.
Expect a resetin 2025 with a recovering economy and a resurgence
in sales activity. If you are a potential seller, position your property
accordingly. Central Oregon is primed to maintain its standing as
one of the fastest growing metro areas in the county. Population
growth is almost certain to outpace national trends which bodes
well for the long-term outlook of multifamily investors.

If you are a buyer, look for opportunities that have not been available
for a long time. More properties are on the market, and many are
sitting waiting for offers. Cap rates are moving up and some Sellers
will need to make deals.

As always, talk to us anytime about the market, buying or selling,
positioning for sale, and how to maximize your property benefits.

Written by broker Ron Ross

Sign up for our Multifamily New Listing Alerts by going to
CompassCommercial.com/MFnews

6.8% [
~ REDMOND VACANCY
" 2/0% -0
RENT GROWTH

BEND/CENTRAL DESCHUTES
- 92%
BEND VACANC

~ “RENTGROWTH -


https://www.loopnet.com/Listing/2940-NE-Nikki-Ct-Bend-OR/29309232/
https://www.compasscommercial.com/sign-up-for-multifamily-news/

WEWLISTING ALERT)

FOR SALE: NEFF PLACE
Vibrant Neighborhood Retail Center
8,100 SF | 117 AC | $4,399,638

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

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

NOTABI_E Gompass Commercial Real Estate Services negotiated the following notable
transactions in the third quarter of 2023. For more details about our monthly

, / T R A N S ACTI 0 N S transactions, please visit CompassGommercial.com/Transactions.
N
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PROPERTY BLDG/LOT SIZE COMPASS COMMERCIAL REPRESENTED

Retail 225 W Century Dr, Bend o $4130,000  SELLER:Dan Kemp
Retail 1271 NW Wall 3t Bend 1?8;5ng $2.800,000 EEJLYLEEF?::ngan}/(gg,pRglljsPsengrH’\Sstyamer, Grant Schultz, & Eli Harrison
Industrial 3639 SW Empire Dr, Prineill il $1860,000  SELLER: Bruce Churchil
Industrial 63033 Sherman Rd, Bend o $1650000  SELLER & BUYER: Ron Ross, Terry O'Neil & Luke Ross
Land Discovery West Lot 1.0AC $1,500,000 BUYER: Bruce Churchill
PROPERTY SF LEASED LESSEE COMPASS COMMERCIAL REPRESENTED
Industrial 601 E Antler Ave., Redmond 12,000 SF BasX Solutions TENANT: Luke Ross, Terry O'Neil & Ron Ross
Office Distriot 2 East 13,054 SF CoreRx e LANDLORD: Jay Lyons & Grant Schultz

2728 NW Potts Ct., Bend

. Oakway Center : A
Retail 298 Coburg Rd, Fugene 2,800 SF Restore Hyper Wellness ~ TENANT: Russell Huntamer & Eli Harrison
Retail Redmond Cascad Plaza 3,381 SF Chavez Market LANDLORD: Russell Huntamer, Jay Lyons & Eli Harrison
2498 S Highway 97, Redmond ' ' '
Retail Franks Landing 4723k Advantage Dental LANDLORD: Russell Huntamer, Peter May & Eli Harrison

3853 SW 21st St., Redmond Services, LLC TENANT: Graham Dent & Jay Lyons
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