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A market report for commercial real estate executives

GREATER SAN ANTONIO SNAPSHOT AT YEAR-END 2008

Economy: Moderating Growth

e 12-Month Job Growth through October 2008:
17,500, or 2.1%. Highest growth rate among
major U.S. metros.

e Unemployment Rate: 5.1% in October, higher than
3.8% a year earlier. Lower than Texas rate of 5.6%.
and the national rate of 6.5%.

e Outlook: Modest growth through 2009.

Office Market: Remains Resilient

e Net Absorption: 606,000 SF in 2008, down from

885,000 SF in 2007. 3-Year average: 657,000 SF.

e Overall Vacancy Rate: 11.4%, up from 11.0% a

year ago.

e Class A Rents: Up 0.4% in 2008.
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Slightly positive

Rising as new space delivers
Stable despite national recession

Note on data contained herein

Vacancy and absorption in Greater San Antonio are typically
reported by brokerage firms on multi-tenant buildings only.
However, we include the immediate availability for owner-
occupied and single-tenant buildings, but exclude government
owned buildings. As a point of comparison, today there is 31.5
million SF of multi-tenant space with a vacancy rate of 13.4%.
See page 11 for more information about our methodology.

Source: Delta Associates; December 2008.
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THE SAN ANTONIO ECONOMY

Economy: Continued Easing

San Antonio’s economy is still healthy but continues to
ease from the most recent peak. In June, AT&T, a
major employer in the city, announced that it was
relocating its headquarters and 700 executive
employees. The telecom giant will maintain a major
operational presence in San Antonio with about 5,300
employees.

Job growth for the 12 months ending October 2008
totaled 17,900, a growth rate of 2.1%, compared to the
national rate of -0.9%. This is above the long-term
average annual growth of 17,000 net new jobs.

The Government, Educational/Health Services, and
Trade and Transportation sectors comprise 50% of
the employment in Greater San Antonio. These sectors
experienced steady growth over the past year, adding a
combined 10,900 jobs in the 12-month period ending in
October 2008, 61% of total job growth.

The Government sector added 5,200 jobs over the past
year, a growth rate of 3.4%. Of note, the Joint Program
Management Office (JPMO), which oversees the design
and construction of all the BRAC (Base Realignment
and Closure) projects in San Antonio, closed out the
2008 fiscal year with a bumper crop of new contracts.
The total thus far is $1.2 billion spread out over 28
projects. Nearly one out of every three primary contracts
awarded went to companies with headquarters or
regional offices in San Antonio. In 2009, the BRAC
action will be shifting toward smaller and more
traditional projects. There are about $1 billion worth of
small contracts that are yet to be awarded. About half
of those will go out for bid during the 2009 fiscal year,
which began on Oct. 1, and the remainder will be out for
bid in fiscal 2010.

The Professional/Business Services sector added
1,300 jobs — 1.2% — in the 12 months ending October
2008. In the same period, the Financial sector added
600 jobs, a gain of 0.9%, even as the national banking
industry contracted.
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Pierpont Communications, a Houston-based firm,
recently hired a new vice president to lead the
company’s expansion into San Antonio. However, some
smaller businesses are feeling the economic pinch.
Vertis Communications will lay off 91 employees at its
East San Antonio printing facility in February.

San Antonio’s banking industry appears to be largely
buffeted from the national financial sector slowdown. In
November, Citigroup announced that it would cut
53,000 jobs worldwide; just 55 of those have been
confirmed in San Antonio, at the CitiFinancial Auto
facility. Citigroup employs about 3,000 people in the
San Antonio area.

The Educational/Health Services showed one of the
largest increases (3.5%) over the past year, adding
4,100 jobs. This sector accounts for 14% of the total
employment market. The medical industry continues to
grow as the baby boomer population grows. As a result,
a niche market has emerged for developers and real
estate companies looking to capitalize on the need for
more medical office space. In the South Texas Medical
Center, construction is especially prominent. According
to San Antonio Medical Foundation, the South Texas
Medical Center has at least $547 million in capital
improvement projects scheduled or underway between
now and 2014. If the county approves money for
upgrades to the University Hospital, that figure could
approach $1 billion.

The Trade and Transportation sector makes up 18%
of San Antonio’s workforce. For the 12 months ending
in October 2008, the sector added 1,600 jobs, an
increase of 1.1%. The Texas Department of
Transportation (TxDOT) has released two studies
containing a visionary plan to reroute Union Pacific non-
local freight trains in the Austin-San Antonio corridor.
The studies identify potential rail and roadway
improvements of up to $3.8 billion that would allow for
the implementation of commuter rail service in the 1-35
corridor between San Antonio and Round Rock on the
existing rail lines. Improvements include new grade
overpasses in conjunction with crossing closures,
improvements to the rail infrastructure in San Antonio as
well as proposed bypass routes outside the
metropolitan area for Union Pacific non-local freight.
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Payroll Job Growth
San Antonio Metro Area
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Source: BLS, Delta Associates; December 2008. +12 months ending October.

The San Antonio metro area unemployment rate
increased to 5.1% in October 2008 from 3.8% 12
months earlier. By comparison, the national rate was
6.5% in October 2008. The unemployment rate in
Greater San Antonio remains among the lowest in the
nation.
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San Antonio’s Economy: Sturdy

Greater San Antonio features a diverse, stable economy
anchored by the presence of strong military, medical,
and technical agencies. In addition to its growth in
medical and professional services sectors, San Antonio
is welcoming to new businesses, featuring low costs of
doing business and residing in the area.
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Core Industries
San Antonio Metro Area

2007

Core Industries $ (Bil) % GRP
Federal & State Government*  $12 14%
Professional/Technical Serv.  $10 12%
Construction $6 7%
Educational & Health Services $4 5%
Manufacturing $4 5%
Tourism and Hospitality Serv.  $4 5%

Total Core Industries:  $40 48%
Other $44 52%

Total GRP: $84 100%

Note: Subcomponents of core industries were redefined in June 2007. *Includes Military.
Source: GMU Center for Regional Analysis, Delta Associates; December 2008. GRP = Gross Regional Product

JPMorgan Chase to Honor WaMu Leases

When JPMorgan Chase purchased Washington Mutual
from the federal government in late September, it had
three months to decide whether to continue leasing
space that WaMu had taken. San Antonio landlords
held their collective breath, as Washington Mutual had
moved its headquarters to the city in 2005 and occupied
a significant amount of space. In early December,
JPMorgan Chase announced that the San Antonio
workforce would remain about the same size; some
near-term layoffs will be replaced later in 2009 with
different jobs. Leases held by Washington Mutual in
San Antonio will be honored.

JPMorgan Chase will continue to run the Washington
Mutual regional operations center, which employs 1,800
people. Additionally, JPMorgan Chase will maintain its
own call center in the metro area. Washington Mutual
had received financial assistance to relocate its
headquarters in exchange for creating jobs.

Its former home, Seattle, was not so lucky: JPMorgan
Chase announced that it would not continue to lease
more than 500,000 SF of downtown Seattle office space
held by Washington Mutual.
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Economic Downturn Could Give
Rise to Litigation Work, Bolstering Demand
For Office Space

In the slowing national economy, law firms are
anticipating a rise in litigation work. Dean V. Fleming
and John W. Weber Jr., partners in the San Antonio
office of Fulbright & Jaworski LLP, say that there has
been a rise in litigation over services rendered, including
subcontractors and suppliers going after the general
contractors and/or owners for money owed. The firm
released results from its annual litigation trends survey,
which found that 31% of those surveyed expect to see a
rise in litigation work involving their firms in the next 12
months.

That steady stream of litigation will help support the San
Antonio commercial real estate market. Law firms and
other professional services tenants that participate in
litigation proceedings may need additional space to
perform their duties. In addition, law firms tend to
require more space per employee than other office-
using businesses. Recent studies have shown that firms
use 700-800 SF per attorney, even with recent
reductions due to technological innovation.

Banking Industry:
Local Banks Show Strength

Despite challenging conditions for the national banking
industry, San Antonio banks are showing signs of
relative strength. An FDIC report shows that total
deposits held by banks operating in the San Antonio
area rose 8.1% from the end of June 2007 to the end of
June 2008. This exceeded the national rate of growth of
4.8%. The figure includes both commercial and savings
banks.

Banks may see an increase in operating costs. The
FDIC proposed that all banks on January 1, 2009, see
their deposit insurance rates increase for at least six
months by 7 basis points. The increases would begin to
take effect in the 3™ qguarter of 2009. The insurance is
used to salvage assets of failed banks; at least 22
banks failed nationally in 2008.
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Public Sector Remains Strong

Texas has not been immune to the national economic
slowdown, but it has the benefit of a cushion in the
relatively healthy performance of the energy industry.
Despite recent price fluctuations for oil and gas, the
energy industry generated strong revenues in 2008. The
resulting tax dollars will enable the public sector to
maintain similar spending levels in 2009 as in 2008.

The State of Texas is not expected to reduce public
sector spending in any significant way. In fact, Texas is
anticipating an $11 billion surplus when the Legislature
convenes in January 2009, which should mitigate the
chance of budget cuts for state agencies in the coming
year.

The City of San Antonio and Bexar County have
authorized funds for multiple public facility
improvements, including energy conservation initiatives
and public safety efforts. San Antonio and Bexar County
have allocated $1.8 million to fund these endeavors. At
a time when many cities and counties are scaling back
expenditures because of budgetary constraints, the San
Antonio region enjoys an enviable level of fiscal stability.

THE GREATER SAN ANTONIO
ECONOMIC OUTLOOK

Modest Job Growth Projected

The San Antonio Business Journal recently conducted a
study analyzing the nation’s current growth centers,
meaning the metros entering this recessionary period
with the most positive momentum. The Business
Journal believes that recent growth trends offer an
advance look at the markets best positioned to weather
the current economic downturn — and the ones that
have the most cause for concern. The study focused on
changes in four key indicators — population, private-
sector employment, per capita income and gross
metropolitan product. San Antonio ranked 13" in the
study with a five-year population growth rate of 11.9%, a
private sector employment growth rate of 11.4%, per
capita income growth of 21.2% and gross metropolitan
product growth rate of 39%.
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Population growth, a growing research and technology
industry, military consolidation and the low cost of living
and doing business in San Antonio will continue to fuel
growth in the coming 24 months; however, the
struggling national economy will continue to have a
decelerating effect on the Greater San Antonio area. As
a result, job change likely will remain positive but below
the long-term average. We project job growth will
average 11,700 new jobs per annum through 2010. The
combination of a growing population and steady core
industries will support one of the sturdiest commercial
real estate markets in the country.

Job Forecast

Greater San Antonio
2008 Through 2010
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Source: BLS, Delta Associates; December 2008.

THE GREATER SAN ANTONIO
OFFICE MARKET

Market Overview: Moderating Expansion

The Greater San Antonio office market continued to
expand in 2008, though more slowly than in 2007.
Expanding and relocating tenants found new space, and
net absorption was positive. However, overall vacancy
increased 40 basis points from year-end 2007 as
inventory expanded, which caused rent growth to stall.

Net Absorption: Steady

Net absorption of office space totaled 606,000 SF in
Greater San Antonio in 2008, down from 885,000 SF in
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2007. Healthy job growth has helped fuel demand for
office space, despite the national recession.

Office Absorption and Employment
Greater San Antonio
1981 Through 2008
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Source: BLS, REIS, Delta Associates; December 2008. *12-month job growth through October.

Available office sublease space in Greater San Antonio
increased by 12,000 SF in 2008 to 177,000 SF. In 2007,
sublease space increased by 70,000 SF. Available sublet
space represents 0.4% of standing inventory.

Net Absorption of Office Space
and Direct Vacancy Rate Trends
Greater San Antonio
2005 Through 2008
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Source: Vacancy — Delta Associates’ analysis of CoStar data;
Net Absorption — Delta Associates; December 2008.

The North Central submarket had the strongest
performance in 2008, with 343,000 SF of net
absorption. That net absorption mostly occurred in the
1* half of the year; it was driven by the delivery of 3603
Paesano’s Pkwy., Building Il. The Northeast submarket
absorbed 225,000 SF of space in 2008. A majority of its
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space was leased in the second half of the vyear,
including a move by the State of Texas into 66,050 SF at
11307 Rozell St. The West submarket saw net
absorption of negative (225,000) SF in 2008, as 102,000
SF was exited at 10000 Roger Run.

2" Half 2008 Net Absorption in Select Submarkets:

e Northeast 229,000 SF
e Northwest 80,000 SF
e Southeast 54,000 SF
e West (97,000) SF

Vacancy: Slight Increase in 2008

The overall vacancy rate in Greater San Antonio was
11.4% at year-end 2008, up from 11.0% at year-end
2007.

The direct office vacancy rate is 11.0% in Greater San
Antonio at year-end 2008, up 50 basis points from
10.5% at year-end 2007. The sublease vacancy rate is
0.4%, down 10 basis points from year-end 2007.

Office Direct Vacancy Rate
Greater San Antonio
2005 Through 2008
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11.0% -
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10.0%
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Source: CoStar, Delta Associates; December 2008.

We expect overall vacancy in Greater San Antonio to
increase to the 15% range in the coming 24 months as
demand moderates and new space delivers. Net
absorption will remain positive as pre-leased space
delivers and job creation continues, but vacancy will rise
as new supply outstrips overall demand.
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Construction and Pre-Leasing Increasing

San Antonio’s stable economic and employment growth
has resulted in a surge in office development. There is
3.3 million SF of office space under construction or
renovation in Greater San Antonio at year-end 2008, at
67% pre-leased. The North Central and Northwest
submarkets continue to experience much of the new
development. A year ago, 1.5 million SF was under
construction at 33% pre-leased.

Of the 883,000 SF of office space delivered in 2008
(excluding renovations), 31% was leased upon delivery.
This compares to 977,300 SF of new construction
delivered in 2007, of which 39% was pre-leased.

When looking at proposed properties that are fully pre-
leased, another 831,000 SF is in the Greater San
Antonio pipeline. It is unlikely that speculative projects
can move forward at this time, given the paucity of
credit.

Office Space Under Construction or Renovation
Greater San Antonio
Year-End 2008

% Pre-

Submarket SF leased
North Central 2,125,745 86%
Northwest 817,989 35%
CBD 161,785 66%
Guadalupe County 96,000 0%
Northeast 55,068 0%
Comal County 46,000 0%
Total: 3,302,587 67%

Source: Delta Associates’ analysis of CoStar data, December 2008.
Office Rents: Edging Up

Positive market forces are pushing asking rents up
slightly for all property classes. Class A rents increased
0.4% in Greater San Antonio in 2008. Rent growth
stalled in the 2" half of the year as the national
economy weakened and tenants became more
cautious. Rent growth is expected to be flat in the
coming year because of the moderate projected job
growth and the ample amount of space in the pipeline.
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Class A rents have been growing at a faster pace than Investment Sales Volume and Prices
Class B rents. This has happened for several reasons:
Investment sales activity in Greater San Antonio has

1. Well-located Class A space is sparse, slowed in 2008, as in all major markets. However,
challenging tenants to pay premium rents to investors remain attracted to steady economic
secure such space. conditions and high occupancy levels despite tighter

2. Limited numbers of large blocks have left little lending standards. Sales volume totaled $246 million in
room for expansion in existing buildings, forcing 2008, below the $396 million recorded in 2007. Highlight
tenants to look for new space. sales of the 2™ half of 2008 included the purchase of

the Nowlin Building for $38.8 million ($163/SF).
With a soft economy in 2009, tenants may find cheaper,
Class B space more attractive.

Comparative Investment Sales Volume

Office Product
2001 Through 2008

Average Class A Office Rents

Greater San Antonio
2005 Through 2008
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Source: CoStar, Delta Associates; December 2008.

Selected 2008 Office Sales:

RENT RATE ANALYSIS OF CLASS A OFFICE BUILDINGS N )
GREATER SAN ANTONIO Building/Submarket Sale Price/Buyer

2005 THROUGH 2008

= Nowlin Building $38.8 million ($163/SF)
cl F R
ey North Central South West Business
Submarket YE 2005 YE 2006 YE 2007 YE 2008 to Year-End '08 . -
ceo 52020 $21.68  $2028  $22.08 0.0% Fountainhead Park | & I $32.5 m|!I|on ($190/SF)
Far North Central $16.66  $17.92  $17.77  $17.80 0.2% Northwest Shorecliffs Investments
Z"d‘:V: | zzz; Zizz :22 zziz izj Travis Park Plaza $22.4 million ($140/SF)
1 t . . . X 0% .
orth Sentia CBD Cannon Commercial
Northeast $23.38 $23.41 $23.45 $23.55 0.4%
Northwest $18.57 $20.00 $20.44 $20.52 0.4% - -
- Source: Real Capital Analytics; December 2008.
Greater San Antonio Avg. $18.10 $20.65 $21.05 $21.13 0.4%
Source: Delta Associates' analysis of CoStar data; December 2008.
Note: Rents are gross full service, except for the Far North Central submarket, which is in NNN terms. Offlce Sale prlces averaged $140/SF |n 2008 |n G reater

San Antonio, up from $110/SF in 2007. Steady
occupancy and rents should heighten investor interest
over the next 12 to 18 months, although the credit
crunch will make it hard for some interested parties to
access capital.
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Average Office Sale Price
Greater San Antonio

2001 Through 2008

Average Sale Price Per SF

2001 2002 2003 2004 2005 2006 2007 2008

Source: Real Capital Analytics, Delta Associates; December 2008.

Cap rates on core assets remain in the 7% range on a
12-month trailing basis. We expect cap rates to rise
over the next two years as the aftermath of the national
credit crunch keeps highly-leveraged buyers on the
sidelines.
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Greater San Antonio Core Office Assets
Cap Rates
2002 Through 2008
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Note: 2004 Cap rate is an assumption based off limited transactions for the year.

Source: Real Capital Analytics, Delta Associates; December 2008. *12-month trailing average.

THE GREATER SAN ANTONIO
OFFICE MARKET OUTLOOK

The Greater San Antonio office market remained
healthy throughout 2008, notwithstanding the national
recession. We expect job growth in the Government,
Health/Education and Business Services sectors to
create moderate demand for office space in 2009. Net
absorption should remain positive, but likely will be
below the 2007 and 2008 performances. The overall
vacancy rate likely will rise to the 15% range over the
next 24 months as demand wanes and new space
delivers. Despite weakening conditions, San Antonio
should remain among the healthiest markets in the
country.
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SUMMARY OF OFFICE MARKET INDICATORS - ALL SPACE
GREATER SAN ANTONIO
2005 THROUGH 2008

December 2008 Vacancy SF Under
Total SF Avail. Direct Vacancy Rate Rate w/ Constr. or
Rentable SF Immediately at End of: Sublet Renovation Net Absorption (SF)
Submarket All Bldgs. ¥ All Bldgs. 2005 2006 2007 2008 at Dec-08 at Dec-08 2005 7 2006 2007 2nd Half '08 2008
CBD 8,050,827 660,168 11.1%| 10.6% 8.7%) 8.2% 8.3% 161,785 (200,000) 39,000 152,000 48,000 40,000
Comal County 297,310 25,271 4.2% 6.9% 15.3% 8.5%) 8.5% 46,000 (44,000) (7,000) 14,000 6,000 20,000
Far North Central 1,804,316 286,886 6.2%| 11.6% 15.9% 15.9% 17.5% - 504,000 (13,000) (77,000) 23,000 N
Far Northeast 47,936 10,067 0.0% 0.0% 0.0% 21.0% 21.0% - - = - (9,000) (10,000)
Far Northwest 87,731 - 16.6% 9.9% 9.3% 0.0% 0.0% - (44,000) 24,000 1,000 - 8,000
Guadalupe County 90,487 1,810 2.6%| 13.7% 3.1% 2.0% 2.0% 96,000 84,000 (10,000) 9,000 - 1,000
Midtown 4,588,617 307,437 8.0% 9.0% 6.2% 6.7% 7.5% - (100,000) 6,000 128,000 5,000 (23,000)
North Central 6,956,747 640,021 10.6% 9.0% 12.4% 9.2% 10.0% 2,125,745 36,000 219,000 392,000 (49,000) 343,000
Northeast 3,824,022 405,346 10.0%| 12.6% 12.7% 10.6% 10.7% 55,068 112,000 (53,000) 69,000 229,000 225,000
Northwest 10,970,984 1,744,386 14.2%| 13.0% 12.9% 15.9% 16.3% 817,989 (204,000)( 283,000 153,000 80,000 122,000
Southeast 345,547 53,905 3.9%| 13.6% 17.2% 15.6% 15.6% - 12,000 (27,000) (10,000) 54,000 56,000
Southwest 633,049 23,423 1.2%| 13.4% 11.4% 3.7%) 3.7% - - (34,000) 13,000 10,000 49,000
West 3,114,807 323,940 6.2% 4.5% 3.2% 10.4% 10.4% - (56,000) 54,000 41,000 (97,000) (225,000)
TOTAL - Greater San Antonio 40,812,380 4,482,661 10.5%| 10.6% 10.5% 11.0% 11.4% 3,302,587 100,000 481,000 885,000 300,000 606,000
Vac. Rate With Sublet Space 10.8%| 10.8% 11.0% 11.4%
1/ Includes buildings 15,000 SF RBA and greater; includes multi and single tenant buildings. Does not include buildings under construction or buildings owned by the government.
2/ Does not include sublet space.
3/ CoStar began tracking data in the 3rd quarter of 2005, therefore net absorption is annualized
Note: Net absorption occurs when lease is signed, not when space is physically occupied; pre-leased space counts as net absorption when building delivers.
Source: Inventory and Vacancy from analysis of CoStar data, Net Absorption computed by Delta Associates; December 2008.

Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA 22314. Phone: 703-836-5700. DeltaAssociates.com
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THE GREATER SAN ANTONIO
FLEX/HIGH-TECH MARKET

Market Condiitions Improve in 2008

A strong 2" half of 2008 in Greater San Antonio’s
flex/high-tech market helped offset negative net
absorption in the 1% half of the year. Net absorption in
2008 was 127,000 SF, slightly higher than 124,000 SF in
2007.

Available flex/high-tech sublease space decreased by
2,000 SF in Greater San Antonio in 2008, after
increasing by 8,000 SF in 2007. Available sublease
space now represents 0.2% of the flex/high-tech
standing inventory.

Vacancy: Decreasing

The overall flex/high-tech vacancy rate decreased to
8.9% at year-end 2008 from 9.6% at year-end 2007.
The direct vacancy rate at year-end 2008 is 8.7%, down
from 9.4% at year-end 2007.

We expect that the flex/high-tech vacancy rate will
increase in 2009 as projects under construction deliver.

Net Absorption of Flex/High-Tech Space
and Direct Vacancy Rate Trends
Greater San Antonio
2005 Through 2008

Vacancy Rate

Net Absorption in 000s of SF

2005 2006 2007 2008

W Net Absorption — Vacancy Rate

Note: Delivery of pre-leased space counts as positive net absorption.
Source: Vacancy — Delta Associates’ analysis of CoStar data;
Net Absorption — Delta Associates; December 2008.
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Construction and Pre-Leasing

There are four flex/high-tech buildings under
construction or renovation at year-end 2008, totaling
517,000 SF at 8.1% pre-leased.

One flex/high-tech building with 43,200 SF delivered in
the 2™ half of 2008 at 0% leased. For the year, 76,950
SF delivered at 32% pre-leased. No buildings delivered
in 2007.

Flex/High-Tech Rents

Flex/high-tech rents remained unchanged at year-end
2008, as demand has been modest for this specific
product type. Flex rents likely will remain unchanged
over the next 12 months.

RENT RATE ANALYSIS OF FLEX/HIGH-TECH SPACE

GREATER SAN ANTONIO
2005 THROUGH 2008

%

Change From

Year-End '07
Submarket YE 2005 YE 2006 YE 2007 YE 2008 to Year-End '08
CBD $7.15 $8.66 $8.66 $8.66 0.0%
Comal County $7.80 $7.80 $7.80 $7.80 0.0%
Guadalupe County $6.60 $6.80 $6.87 $6.86 -0.1%
North Central $7.84 $8.08 $8.42 $8.42 0.0%
Northeast $7.75 $8.27 $8.32 $8.33 0.1%
Northwest $7.80 $8.41 $8.39 $8.41 0.2%
Southwest $8.38 $8.45 $8.47 $8.49 0.2%
West $7.15 $7.83 $7.83 $7.81 -0.3%
Greater San Antonio Avg. $7.68 $8.18 $8.29 $8.29 0.0%

Flex/High-Tech Investment Sales

Sales volume of flex/high-tech buildings totaled $15
million in 2008, compared to $200 million in 2007. There
were no notable sales in the 2™ half of the year, as
credit became difficult to acquire.

Flex/high-tech sale prices averaged $53/SF in 2008,
down from $60/SF in 2007.
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Selected 2008 Flex/High-Tech Sales: Note on data contained herein
Vacancy and absorption in Greater San Antonio are typically
Building/Submarket Sale Price/Buyer reported by brokerage firms on multi-tenant buildings only.
However, we also include the immediate availability for owner-
San Antonio Distribution Center $9.7 million ($48/SF) occupied and single-tenant buildings (but exclude government-

owned buildings). This allows us to capture the entire market so

Northeast Cross & Company we may derive correlations between job growth and occupancy of

. . . . inventory. As a point of comparison, today there is 31.5 million
Hill Country C“mat'zed St_orage $5'4_ million ($66/SF) SF of multi-tenant space with a vacancy rate of 13.4%. Inventory
Northeast Outlying Counties Undisclosed is up from the 30.8 million SF at year-end 2007, and vacancy is

up from 12.3% for the same point in time.

Source: Real Capital Analytics; December 2008.
© 2008. All rights reserved. You may neither copy nor

disseminate this report. If quoted, proper attribution is
required.

National Economy, Methodology

Please visit Transwestern.net for:
e Our national Economic Outlook
e Explanation of our methodology

SUMMARY OF FLEX MARKET INDICATORS - ALL SPACE
GREATER SAN ANTONIO
2005 THROUGH 2008

December 2008 Vacancy SF Under
Total SF Avail. Direct Vacancy Rate Rate w/ Constr. or
Rentable SF Immediately at End of: Sublet Renovation Net Absorption (SF)
Submarket All Bldgs. v All Bldgs. 2 2005 2006 2007 2008 at Dec-08 at Dec-08 2005 % 2006 2007 2nd Half '08 2008
CBD 242,766 11,896 22.0%) 4.2%)| 4.2%)| 4.9%)| 4.9% - 24,000 43,000 - (2,000) (2,000)
Comal County 106,167 2,867 35.6%| 14.3%| 14.3% 2.7%) 2.7% 360,000 (8,000) 22,000 - 12,000 12,000
Far North Central - - 0.0% 0.0% 0.0% 0.0% 0.0% - - - - - -
Far Northeast - - 0.0% 0.0% 0.0% 0.0% 0.0% - - - - - -
Far Northwest 152,000 - 0.2% 0.0% 0.0% 0.0% 0.0% - - - - - -
Guadalupe County 35,326 10,810 75.7%| 95.3%| 46.6%) 30.6%) 30.6% - - (7,000) 17,000 12,000 6,000
Midtown 48,793 3,903 0.0%) 0.0%| 11.4% 8.0% 8.0% - - - (6,000) - 2,000
North Central 2,179,773 163,483 12.1%| 11.0%) 6.0%) 7.5%) 7.5% - (4,000) 24,000 108,000 9,000 (1,000)
Northeast 1,778,881 201,014 9.3%| 14.6%| 13.5% 11.3% 11.8% - (120,000) (94,000) 20,000 46,000 39,000
Northwest 2,027,540 160,176 6.0% 8.3%| 8.7% 7.9%) 8.3% 157,000 48,000 39,000 (7,000) (8,000) 16,000
Southeast - - 0.0% 0.0% 0.0% 0.0% 0.0% - - - - - -
Southwest 177,731 67,360 17.2%| 48.4%| 37.5% 37.9%) 37.9% - - (42,000) 15,000 6,000 27,000
West 1,264,203 73,324 6.8%) 6.2%) 8.0% 5.8%) 5.8% - (128,000) 7,000 (23,000) 70,000 28,000
TOTAL - Greater San Antonio 8,013,180 694,831 9.8%| 10.9% 9.4%) 8.7%) 8.9% 517,000 [ (188,000) (8,000) 124,000 145,000 127,000
Vac. Rate With Sublet Space 10.0%| 11.1% 9.6% 8.9%
1/ Includes buildings 15,000 SF RBA and greater; includes multi and single tenant buildings. Does not include buildings under construction or buildings owned by the government.
2/ Does not include sublet space.
3/ CoStar began tracking data in the 3rd quarter of 2005, therefore net absorption is annualized.
Note: Net absorption occurs when lease is signed, not when space is physically occupied; pre-leased space counts as net absorption when building delivers.
Source: Inventory and Vacancy from analysis of CoStar data, Net Absorption computed by Delta Associates; December 2008.

Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA 22314. Phone: 703-836-5700. DeltaAssociates.com

Sources: Associated Press, Bureau of Labor Statistics, CoStar, FDIC, GMU Center for Regional Analysis, REIS, San Antonio Business Journal, San
Antonio Express-News, San Antonio Medical Foundation, Texas Department of Transportation.
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Delta Associates

Delta Associates, the research affiliate of Transwestern, is a
firm of experienced professionals offering valuation, consulting
and data services to the commercial real estate industry for
over 25 years. The firm’s practice is organized in three related
areas:

1. Valuation services for partial interests in commercial
real estate assets.

2. Consulting, research and advisory services for
commercial real estate projects, including market
studies, market entry strategies, asset performance

Headquarters

Gregory H. Leisch, CRE

Chief Executive

500 Montgomery Street, Suite 600
Alexandria, VA 22314
703/836-5700; Fax: 703/836-5765
Greg.Leisch@DeltaAssociates.com

Craig Powell

Consulting and Advisory Group
David Weisel

President, Consulting Division

500 Montgomery Street, Suite 600
Alexandria, VA 22314
703/535-3551; Fax 703/836-5765
David.Weisel@DeltaAssociates.com

Cyber Contacts

Government Services

2100 Wilson Blvd., Suite 200
Arlington, VA 22201
703/516-2263; Fax 703/516-2299
Craig.Powell@DeltaAssociates.com

Website: DeltaAssociates.com

General Mailbox:
inffo@DeltaAssociates.com

enhancement studies, pre-acquisition due diligence,
and financial and fiscal impact analyses.

3. Subscription data for select metro regions for office,
industrial, retail, condominium, and apartment
markets.

For further information about Delta Associates and to see all of
our publications, please browse our web site at:
DeltaAssociates.com

Transwestern Support Group
Alexander (Sandy) Paul

President, TSG

500 Montgomery Street, Suite 600
Alexandria, VA 22314

703/299-6373; Fax 703/836-5765
Alexander.Paul@DeltaAssociates.com

Report Author: Janette Pepper
Report Editor: Ann Thompson

Transwestern

With 1500 team members in major markets coast to coast,
Transwestern operates through six distinct functional lines of
business — agency leasing, property and facility management,
investment services, tenant advisory, development and
research — for a broad range of property types, including office,
industrial, retail, healthcare and multifamily. In 2007, the firm
completed leasing, sales and finance transactions totaling $7.7

Transwestern — San Antonio San Antonio Team Members

8200 IH-10 West

San Antonio, TX 78230
210.341.1344 Main
210.377.2797 Fax
www.transwestern.net

Larry Mendez, Vice President
For Inquiries Contact: Tom Rascoe, Vice President
Kevin Roberts
Kevin.Roberts@transwestern.net

Transwestern Outlook is published semi-annually by Transwestern and its research affiliate, Delta Associates. All information is from sources
deemed reliable; however, no representation is made as to the accuracy thereof.

TRANSWESTERN

Greater San Antonio

Kevin Roberts, President-Central Texas Region
Suite 800 Matt Rose, Vice President, Management Services

billion. Within that same time period, Transwestern oversaw
the leasing and management of 875 properties, representing
170 million square feet — leased and managed combined.
Transwestern currently has over $1 billion in development
projects in its pipeline.

For more information on Transwestern, please Vvisit
Transwestern.net.

Direct Dial National Locations
________________ 210.253.2939 Atlanta Minneapolis-
______________ 210.225.4000 Austin St. Paul
210.253.2945 Baltimore New Orleans

210.253.2943 Bethesda
210.253.2940 Chicago

Northern Virginia
Orange County

210.253.2936 Dallas Philadelphia
210.297.9730 Denver Phoenix
210.253.2947 Detroit Salt Lake City
210.253.2924 Houston San Antonio

210.253.2927 Los Angeles San Diego
210.253.2937 Miami San Francisco
210.253.2928 Milwaukee Washington, DC
210.253.2934
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