
 

� 

  
RREEF Research 

The RREEF Property Cycle Monitor:  
Dramatic Recovery Gives Way to Steady Growth September 2006 

  
 

 

Introduction  

At mid-year 2006, the four major US property types enjoyed the healthiest market 
fundamentals since 2000. After the strong occupancy gains of 2004 and 2005, the rate of 
improvement slowed somewhat during the first half of 2006. Net absorption this year 
appears likely to fall behind last year’s impressive pace. Fortunately, supply-side activity 
remains contained, generally speaking. The vacancy rate dropped in all sectors through 
June 2006, with the exception of retail’s slim 10 basis point increase. Effective rental 
growth has been broad-based across property sectors and geographic regions. Across all 
property types, however, the markets that were first to recover may have already seen 
the bulk of rental rate increases. 

The stunning declines in vacancy characteristic of recovery appear to be behind us. The 
US real estate markets should finish 2006 with somewhat less absorption and somewhat 
more construction than experienced in 2005. The apartment sector should be the 
exception to this rule, posting much stronger 2006 net absorption as condo conversions – 
which subtract from the net absorption calculation – decline. Demand should continue to 
exceed supply in all sectors except retail, where the two are roughly in balance. The US 
apartment, industrial and office vacancy rates should all be lower at year-end 2006 than 
they were when the year began. 

Looking ahead to 2007, the apartment, industrial and office sectors should be enjoying 
the benefits of the growth part of the cycle. Vacancy should continue to fall, if not at the 
dramatic rates seen earlier, while rents should continue to rise. Retail is expected to 
continue on its post-growth path, seeing a modest 60 basis point increase in the vacancy 
rate next year as construction ticks up. Rental growth near inflation is expected in most 
retail markets over the forecast horizon. (An overview of the growth cycle, from recovery 
through growth to post-growth and contraction, appears in the Appendix.) 

Downside risks to this forecast may outweigh upside risks. Slowing economic and job 
growth in the near-term are expected to generate lower levels of net absorption in 2007 
and 2008 than that enjoyed over the past few years. At the same time, the construction 
pipeline is ramping up after several years of improving market fundamentals. RREEF 
Research currently projects that construction will outweigh demand for one of the next 
five years in the office sector, two of the next five years in industrial, and three of the 
next five years in the retail and apartment sectors. Any economic slowdown that is 
greater than currently anticipated, perhaps as a result of a “hard landing” in the housing 
market, could tip the balance in favor of rising vacancy rates and the end of the growth 
phase of the cycle. Our baseline forecast is more sanguine: several years of growth 
appear on the horizon for apartment, industrial and office markets, with retail seeing a 
moderation in market fundamentals. 
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2 Real Estate Research 

Real Estate Markets Face Weaker 2007 Economy 

After performing very well in the first quarter, with real growth far above the economy’s 
long-run potential, real GDP growth slowed to 2.9% in the second quarter of 2006. The 
deceleration in growth came from a cooling housing market and a slowdown in consumer 
spending. Surprisingly, business spending on capital equipment also came in much 
weaker than expected, with much of the weakness concentrated in the volatile high-tech 
sector. 

Incoming economic data has been mixed lately. Aggregate demand appears to be 
moderating with softer labor market indicators, a slowdown in housing activity, and  
tightening financial conditions. Energy prices have moderated in recent weeks, however. 
The June release of the Fed’s Beige Book points to moderation in activity across the 
regions. On the positive, however, corporate finances are robust, as are the general 
fundamentals for business investment, and net exports are getting a boost from 
improving demand from abroad and the weakening dollar. 

The labor market is signaling mixed messages. Job growth, as measured by the payroll 
survey, has averaged 140,000 per month year-to-date through August. The 
unemployment rate, which is derived from the household survey, remains at 4.7%. The 
more timely weekly unemployment surveys support the case for a weakening trend in job 
growth, but much of the recent softness has been in the retail and construction sectors. 
Hourly earnings, however, increased by 0.4% in July or 3.8% over the past 12 months, 
indicating continued wage pressures given the still relatively tight labor market. 

Industrial production continues to post solid gains. We are currently in a global capex 
recovery cycle. Domestic manufacturers have been increasing production of business 
equipment to meet increased demand both within the US and abroad. Capacity utilization 
has surged to 82.4%, the highest reading in more than six years. 

With tight labor market conditions and high operating rates across the nation’s industrial 
sector, the US economy’s growth–inflation balance is becoming less favorable. High 
resource utilization in both the broad labor markets and the industrial economy is leading 
to some inflationary pressures.  

Conditions are set for growth to slow over the balance of this year and into 2007. Higher 
interest rates, less fiscal stimulus, still high energy costs, and a slowdown in the housing 
market will restrain the pace of US economic activity.  

Despite some moderation on the consumer side, the economy should expand in the near-
term as businesses continue to boost investment. Businesses have cash to invest and to 
hire. Moreover, a stronger global economy and a weakening trend in the value of the 
dollar will support an increase in US exports. 

In US real estate markets, a slower economic growth outlook suggests that absorption 
should decelerate in 2007 and 2008. Reduced levels of net absorption, compared to the 
past several years, appear more likely than a switch from positive to negative net 
absorption. Steady job creation should support new demand for office and industrial 
space, while housing market uncertainty and a rising number of young households should 
sustain apartment demand. The retail sector could be the sector most at risk in this 
economic climate, but our baseline forecast calls for sustained consumer spending and 
positive retail net absorption. 
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Property Cycle Monitor: Apartment 

Since early 2005, a broad-based recovery in supply and demand fundamentals has 
resulted in a 120 basis point improvement in the US apartment vacancy rate to 5.5%. Net 
absorption through the first half of 2006 remains in negative territory, since condo 
conversions subtract from the net absorption measure. The sustained fall in vacancy 
through mid-year 2006 reveals, however, that apartment demand continues to outweigh 
supply. Construction activity remains subdued, with 43 thousand units built year to date. 
Following an unusually long trough, property NOIs have posted impressive gains as 
concessions began to burn off in all markets. 

Two important shifts in the US economy and population are redefining the landscape of 
apartment demand. The first is the end of the US housing market boom, and the second 
is a momentous reversal of demographic trends in the prime renter-age cohort. The 
apartment sector recovery was delayed in this cycle due to the unprecedented rise of US 
homeownership between 2000 and 2005. As the housing market cooled this year and 
home affordability reached new lows, apartment demand enjoyed a boost when more 
households made the decision to rent. Furthermore, the leading edge of the echo-
boomers graduated from college this year and began their careers. (For more information 
on this demographic shift, see Strategic Outlook #40: Demographic Change and the 
Coming Rise in Rental Households, November 2004.) 

Most West Coast and East Coast markets report stabilized occupancy rates and superior 
rent growth. Vibrant Sunbelt markets, including Atlanta, Dallas, Houston and Phoenix, 
have benefited from strong increases in occupancy and double-digit concession 
reduction. On the downside, some areas appear oversupplied with condos, which may 
come back as shadow rentals. These markets include South Florida, downtown San 
Diego, Phoenix, Las Vegas, Atlanta, Tampa and Orlando. Fortunately, these are also some 
of the fastest-growing markets in the country, both in jobs and population. 

RREEF Research expects the apartment market to continue its growth cycle into 2007 
and beyond. While the economy is expected to slow somewhat over the next year or 
two, apartment market fundamentals should remain strong enough to keep the US 
vacancy rate near 5%. The apartment market appears to be facing a period of stable, low 
vacancy not unlike the mid 1990s. Demand should be supported by the rise in young 
echo-boom households, steady job growth, and expected further declines in the 
homeownership rate. The primary risk to this forecast is the possibility of recession and 
negative employment growth in the years ahead. Barring this, however, apartment 
fundamentals should only improve over the forecast horizon. 

U.S.  Nationa l Apartment Market Cyc le Forecast Years

GRW PGW GRW GRW GRW GRW GRW

REC CON REC

Job Growth 1.4%

Net Abs. (Units) * -5 K

Supply (Units) 43 K

% Vacant 5.5%

Rent Momentum Increase

Key: REC = Recovery      GRW = Growth      PGW = Post-Growth    CON = Contraction            

* Note: Net absorption figure includes condo conversions.

Source: Global Insight, REIS, Economy.com and RREEF Research

Increase Increase Increase Increase

5.3% 5.2% 5.3% 5.3%

98 K 89 K 95 K 110 K

81 K 93 K 78 K 107 K

2009

1.4% 1.0% 1.3% 1.5%

2006Q2 2006 2007 2008

5.3%

Increase

2010

1.3%

123 K

119 K
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Factors Shaping the Apartment Cycle (Time Frame) 

Drivers of Growth 

• Job growth (on-going) 

• Concession burnoff (short-term) 

• Higher mortgage rates (on-going) 

• Favorable demographics (on-going) 

Constraints on Growth 

• Concessions declining but still evident (short-term) 

• Development pipeline (on-going) 

• Affordable housing prices in select markets (on-going) 

• Reconversion of condominium projects to for-rent housing (short-term) 

Implications: Timing of the Cycle 

• National market cycles into growth in 2006 

• Coastal markets lead the way into growth 

• Midwestern and Southern markets recover later 

Apartment Leaders/Laggards1 

                                                 
1 Markets not listed here are moving at or near the national pace. 

Austin

Dallas

Ft. Lauderdale

Los Angeles

Miami

New York

No. New Jersey

Oakland/East Bay

Orange County Boston

Riverside/SB Charlotte

San Diego (suburban) Kansas City

Washington, DC Raleigh

West Palm Beach Philadelphia

St. Louis

Source: RREEF Research

Leaders

Laggards

2006 - 2
007 U.S. A

partm
ent M
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U.S. Property Cycle Monitor 
Apartment 

                     ——————— Forecast ———————
2006Q2 2006 2007 2008 2009 2010

U.S. Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.5% 5.3% 5.2% 5.3% 5.3% 5.3%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Atlanta Stage Recovery Growth Growth Growth Growth Growth
Vacancy 7.9% 6.2% 5.8% 6.5% 6.7% 7.2%
Rent Momentum* None Increase Increase Increase Increase Increase

Austin Stage Recovery Growth Growth Growth Growth Growth
Vacancy 7.3% 7.1% 6.2% 7.0% 7.4% 6.8%
Rent Momentum* None Increase Increase Increase Increase Increase

Baltimore Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.4% 4.5% 4.8% 4.9% 4.7% 4.6%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Boston Stage Contraction Recovery Growth Growth Growth Growth
Vacancy 4.7% 5.1% 6.0% 7.3% 7.4% 7.1%
Rent Momentum* None None None Increase Increase Increase

Charlotte Stage Recovery Recovery Recovery Growth Growth Growth
Vacancy 8.1% 6.9% 5.9% 6.2% 6.4% 6.4%
Rent Momentum* None None None None Increase Increase

Chicago Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 5.1% 5.0% 4.8% 4.6% 4.3% 3.9%
Rent Momentum* Increase Increase Increase Increase Increase + Increase +

Dallas Stage Contraction Recovery Growth Growth Growth Growth
Vacancy 8.0% 7.6% 7.2% 7.4% 6.4% 5.8%
Rent Momentum* None None Increase Increase Increase Increase

Denver Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 8.1% 6.7% 5.3% 5.9% 7.8% 8.2%
Rent Momentum* None Increase Increase Increase Increase Increase

Ft. Lauderdale Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.9% 2.8% 2.6% 2.8% 2.9% 2.6%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Houston Stage Growth Growth Growth Growth Growth Growth
Vacancy 6.0% 5.9% 5.1% 5.0% 5.3% 5.6%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Los Angeles Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.0% 3.0% 3.2% 3.2% 3.5% 3.7%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Miami Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.2% 3.3% 3.3% 3.4% 3.3% 3.2%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Minn./St. Paul Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 5.4% 4.7% 4.1% 3.9% 3.9% 4.0%
Rent Momentum* Increase Increase Increase Increase Increase Increase

New York Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.9% 2.5% 2.3% 2.0% 2.3% 2.4%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

No. New Jersey Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.8% 3.4% 3.8% 3.8% 3.9% 4.0%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Oakland/East Bay Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.9% 4.4% 3.9% 3.7% 3.6% 3.7%
Rent Momentum* Increase Increase Increase Increase + Increase + Increase +

Orange County Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.3% 3.7% 5.0% 5.4% 5.6% 4.3%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Orlando Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.8% 5.4% 5.2% 5.8% 5.3% 4.0%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Philadelphia Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.4% 4.2% 4.2% 4.3% 4.3% 4.5%
Rent Momentum* Increase Increase Increase Increase + Increase + Increase +

Phoenix Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.9% 6.0% 6.3% 6.6% 6.1% 6.3%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

September 2006

 * Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 
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U.S. Property Cycle Monitor 
Apartment (continued)

                     ——————— Forecast ———————
2006Q2 2006 2007 2008 2009 2010

Portland Stage Recovery Growth Growth Growth Growth Growth
Vacancy 5.6% 5.8% 5.6% 5.5% 4.9% 4.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Raleigh Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 9.0% 7.0% 6.5% 5.9% 5.6% 5.5%
Rent Momentum* None Increase Increase Increase Increase Increase

Riverside/SB Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.8% 4.9% 6.1% 6.3% 5.0% 4.4%
Rent Momentum* Increase Increase Increase + Increase + Increase + Increase +

Sacramento Stage Contraction Recovery Growth Growth Growth Growth
Vacancy 5.2% 5.1% 4.8% 4.4% 3.9% 3.6%
Rent Momentum* None None Increase Increase Increase Increase

St. Louis Stage Contraction Contraction Recovery Growth Growth Growth
Vacancy 7.9% 8.1% 7.6% 7.8% 7.8% 7.7%
Rent Momentum* Increase None None Increase Increase Increase

San Antonio Stage Contraction Recovery Growth Growth Growth Growth
Vacancy 6.4% 6.3% 6.4% 6.6% 6.4% 6.0%
Rent Momentum* None None None None None None

San Diego Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.8% 4.1% 4.0% 4.2% 4.0% 3.8%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

San Francisco Stage Recovery Growth Growth Growth Growth Growth
Vacancy 4.4% 3.9% 3.5% 3.4% 4.2% 4.6%
Rent Momentum* Increase Increase Increase + Increase + Increase + Increase +

San Jose Stage Recovery Growth Growth Growth Growth Growth
Vacancy 4.1% 3.9% 3.3% 4.0% 5.0% 5.1%
Rent Momentum* Increase Increase Increase Increase + Increase + Increase +

Seattle Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.0% 4.9% 4.4% 5.7% 6.0% 5.6%
Rent Momentum* Increase Increase Increase Increase Increase + Increase +

Tampa Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.8% 5.1% 5.3% 5.5% 4.9% 4.4%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Washington, D.C. Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.9% 3.8% 3.7% 3.3% 3.0% 2.7%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

West Palm Beach Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.2% 4.1% 3.9% 5.3% 4.7% 4.0%
Rent Momentum* Increase Increase Increase + Increase + Increase + Increase +

Sources: REIS and RREEF Research

September 2006

* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 
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Property Cycle Monitor: Industrial 

After a stellar 2005, when an unprecedented 298 million square feet of positive net 
absorption occurred, market conditions for the nation’s industrial market stabilized during 
the first half of 2006.  Although industrial demand has slowed, the recovery in the 
nation’s industrial market that began two years ago remains in place. The US industrial 
market produced almost 83 million square feet of net absorption over the first six months 
of 2006, while 81 million square feet of new industrial space was delivered during the 
same period. Since peaking at 11.7% at the end of June 2004, the US industrial 
availability rate has declined 190 basis points to 9.8% by mid-year 2006. 

The nation’s Global Gateway hubs continue to lead the overall industrial market recovery.  
Strong demand and constrained new construction has created very tight market 
conditions in these coastal metros, with effective rental rates rising across all industrial 
sectors. Availability levels in the dominant Southern California and South Florida markets 
continue to decline. The Seattle/Tacoma and Oakland/East Bay industrial markets are now 
recovering at a more rapid pace.  

The recovery of the battered R&D/flex sector continues to gain traction.  Restrained new 
construction and over 12 million square feet of net absorption produced during the first 
half of 2006 has pushed the R&D/flex sector’s availability rate down to 14.0%, 50 basis 
points lower than the beginning of the year and 380 basis points lower than the sector’s 
peak at mid-year 2003.  Tech-heavy San Jose, along with Dallas and Atlanta, have posted 
strong demand numbers for R&D/flex space during the first six months of 2006.   

Slower US economic growth has dampened the industrial outlook for the remainder of 
2006 and 2007. However, the key industrial demand drivers – trade flows, business 
investment, consumer spending, and manufacturing -- are expected to maintain their 
expansion, albeit at a more moderate pace. Metro economies that were supported by the 
nation’s housing boom are likely to see reduced industrial demand and a more moderate 
rate of rental growth. Overall, sustained if slower growth should provide continued vitality 
to the US industrial market’s recovery.    

 

 

 

 

U.S.  Nationa l Industria l Market Cyc le Forecast Years

GRW PGW GRW GRW GRW GRW

REC CON REC

Job Growth 1.4%

Net Abs. 87 MSF

Supply 82 MSF

% Vacant 9.9%

Rent Momentum Increase

Key: REC = Recovery      GRW = Growth      PGW = Post-Growth    CON = Contraction            

Source: Global Insight, Torto Wheaton, Economy.com and RREEF Research

Increase Increase Increase Increase

9.7% 9.4% 9.5% 9.2%

183 MSF 158 MSF 159 MSF 149 MSF

216 MSF 170 MSF 137 MSF 166 MSF

2009

1.4% 1.0% 1.3% 1.5%

2006Q2 2006 2007 2008

9.1%

Increase

2010

1.3%

166 MSF

158 MSF
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Factors Shaping the Industrial Cycle (Time Frame) 

Drivers of Recovery 

• Job growth, consumer and business spending, trade flows (on-going) 

• Asia’s economic expansion (on-going) 

• Increasing land and construction costs (on-going) 

• Recovery and growth in high-tech (short-term/intermediate-term) 

Constraints on Recovery 

• Declining housing sector (short-term/intermediate-term) 

• Elevated energy prices (on-going) 

• New speculative development (intermediate-term) 

• Higher interest rates (on-going) 

Implications: Timing of the Cycle 

• National market, led by the coastal areas, moving into growth mode in 2007 

• Markets with oversupply of space lag national recovery (short-term) 

• R&D/flex markets begin strengthening in 2006 - 2007 

Industrial Leaders/Laggards1 

                                                 
1 Markets not listed here are moving at or near the national pace. 

Austin

Fort Lauderdale

Los Angeles

Miami

Minneapolis

Oakland/East Bay

Orange County

Orlando

Riverside/SB Boston

San Diego Charlotte

San Jose Columbus

Seattle Detroit

Hartford

Indianapolis

Memphis
St. Louis

Trenton

Source: RREEF Research

Leaders

Laggards

2006 - 2
007  U

.S. In
dustria

l M
arket G

rowth
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* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 

 

U.S. Property Cycle Monitor 
Industrial 

2006Q2 2006 2007 2008 2009 2010

U.S. Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 9.9% 9.7% 9.4% 9.5% 9.2% 9.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase 

Atlanta Stage Recovery Growth Growth Growth Post Growth Post Growth
Vacancy 13.2% 12.9% 11.5% 11.5% 11.9% 11.8%
Rent Momentum* Increase Increase Increase  Increase  Increase Increase 

Austin Stage Recovery Recovery Growth Growth Growth Growth  
Vacancy 12.6% 11.3% 9.3% 9.7% 9.5% 8.3%
Rent Momentum* Increase + Increase + Increase + Increase  Increase Increase 

Baltimore Stage Recovery Growth Growth Growth Growth Growth
Vacancy 13.6% 12.9% 12.9% 12.8% 12.1% 11.7%
Rent Momentum* Increase Increase Increase  Increase  Increase + Increase 

Boston Stage Recovery Recovery Growth Growth Growth Post Growth
Vacancy 15.4% 14.2% 13.0% 12.3% 12.4% 12.7%
Rent Momentum* None None Increase  Increase + Increase + Increase 

Central New Jersey Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 8.6% 8.2% 8.5% 9.1% 8.5% 7.9%
Rent Momentum* None None Increase Increase Increase + Increase +

Charlotte Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 11.6% 11.3% 11.0% 12.0% 12.2% 11.8%
Rent Momentum* None None Increase Increase Increase Increase 

Chicago Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 12.1% 11.5% 10.9% 11.4% 10.7% 10.4%
Rent Momentum* Increase Increase Increase + Increase + Increase Increase 

Cincinnati Stage Recovery Growth Growth Growth Growth Growth
Vacancy 7.9% 7.6% 8.2% 8.3% 7.9% 7.4%
Rent Momentum* None Increase Increase Increase Increase Increase

Dallas/Ft. Worth Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 11.4% 11.1% 10.5% 10.6% 10.2% 9.9%
Rent Momentum* Increase Increase Increase Increase + Increase Increase 

Denver Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 10.8% 10.9% 10.1% 9.5% 9.3% 9.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase 

Fort Lauderdale Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.8% 5.0% 6.2% 6.1% 5.5% 5.0%
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase 

Houston Stage Growth Growth Growth Post Growth Post Growth Post Growth
Vacancy 8.2% 7.8% 7.5% 8.1% 8.2% 8.1%
Rent Momentum* Increase + Increase + Increase Increase Increase Increase 

Los Angeles Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.7% 4.5% 4.3% 4.2% 4.1% 4.1%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase 

Miami Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.1% 5.5% 6.1% 6.4% 5.7% 5.2%
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase 

Minneapolis Stage Growth Growth Growth Growth Growth Post Growth
Vacancy 8.2% 6.9% 6.7% 7.0% 6.5% 6.8%
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase

New York/NNJ Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 8.8% 8.7% 8.5% 8.5% 8.2% 7.9%
Rent Momentum* Increase Increase Increase Increase Increase + Increase +

Oakland/East Bay Stage Recovery Growth Growth Growth Growth Growth
Vacancy 10.3% 9.3% 8.1% 8.1% 8.3% 7.6%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase +

Orange County Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.2% 5.2% 4.9% 4.7% 4.5% 4.5%
Rent Momentum* Increase + Increase + Increase + Increase + Increase + Increase

Orlando Stage Growth Growth Growth Growth Growth Post Growth
Vacancy 7.6% 7.2% 6.7% 7.3% 7.5% 7.7%
Rent Momentum* Increase Increase + Increase + Increase Increase Increase

Philadelphia Stage Recovery Growth Growth Growth Growth Growth
Vacancy 11.4% 11.2% 11.6% 11.7% 11.4% 11.2%
Rent Momentum* Increase Increase Increase Increase Increase Increase

——————— Forecast ———————

September 2006
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U.S. Property Cycle Monitor 
Industrial (continued)

2006Q2 2006 2007 2008 2009 2010
Phoenix Stage Growth Growth Growth Growth Post Growth Post Growth

Vacancy 8.8% 9.2% 8.7% 8.9% 9.3% 10.0%
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase

Portland Stage Growth Growth Growth Growth Growth Growth
Vacancy 7.9% 7.7% 7.4% 7.8% 8.2% 8.1%
Rent Momentum* Increase + Increase + Increase Increase Increase Increase

Riverside/SB Stage Growth Growth Growth Growth Post Growth Post Growth
Vacancy #N/A #N/A #N/A #N/A #N/A #N/A
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase

St. Louis Stage Recovery Growth Growth Growth Growth Growth
Vacancy 8.8% 8.6% 8.7% 8.1% 8.2% 8.2%
Rent Momentum* Increase + Increase Increase Increase Increase Increase

San Diego Stage Growth Growth Growth Growth Growth Growth
Vacancy 8.9% 9.0% 8.7% 8.1% 7.4% 6.8%
Rent Momentum* Increase + Increase + Increase + Increase + Increase Increase

San Jose Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 13.0% 12.3% 9.9% 8.1% 7.6% 7.3%
Rent Momentum* Increase Increase Increase + Increase + Increase + Increase +

Seattle/Tacoma Stage Growth Growth Growth Growth Growth Growth
Vacancy 7.2% 7.2% 6.9% 7.1% 6.7% 6.3%
Rent Momentum* Increase Increase Increase + Increase Increase Increase

Washington, D.C. Stage Growth Growth Growth Growth Growth Growth
Vacancy 11.2% 11.2% 11.5% 11.1% 10.4% 9.8%
Rent Momentum* Increase + Increase + Increase Increase Increase Increase

Source: Torto Wheaton and RREEF Research

——————— Forecast ———————

September 2006

* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 
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Property Cycle Monitor: Office 

The US office market continues to improve but the pace of recovery has slowed.  
National office vacancy, which fell from 15.3% to 13.6% during 2005, now stands at 
13.1%.  Net absorption for the first half of 2006 was 34.0 million square feet, which is still 
respectable but below last year’s pace, when the annual total was 90.0 million square 
feet.   

Office completions remain in check, with 22 million square feet completed in the first half 
of 2006 compared to last year’s annual total of 35.0 million square feet. Development 
activity is concentrated in a handful of metros, most notably Washington DC plus New 
York, Phoenix, San Diego and Las Vegas. 

In the face of these continued improvements, rental growth has become established on a 
more widespread basis, particularly for Class A space. Class B assets in submarkets with 
double-digit vacancy lag the recovery. 

Further modest improvements are projected in the second half of 2006. National office 
vacancy is forecast to fall by 30 basis points to 12.8%, with net absorption of 73 million 
square feet for the year and 51 million square feet of new construction deliveries.   

The recovery will continue, albeit at a slower rate, in 2007. National vacancy is forecast to 
fall by 50 basis points to 12.3% next year. Net absorption is projected to fall to 55 million 
square feet in 2007, which is still above the 15-year historic average of 47.0 million square 
feet per year. This reduction is attributable to an expected slowdown in the pace of 
national office job growth, from 2.1% this year to 1.2% in 2007. 

Four of the leading metro markets currently have a sub 10% vacancy rate: Miami, New 
York, Orange County and Washington DC. This reflects the locations where recovery has 
occurred first, namely, Florida, Manhattan, Southern California and the District of 
Columbia. The strongest markets over the next five years, as measured by sustained low 
availability rates, will be Los Angeles, New York, Seattle and Washington DC.   

A handful of metros, while now in the early stages of recovery, will continue to lag the 
national trend, most notably: Atlanta, Dallas, Central New Jersey and Philadelphia. The 
pace of recovery is accelerating more in some metros than others. Six of the 22 markets 
covered by this analysis are forecast to achieve vacancy declines of 150 basis points or 
more in 2006: Austin, Chicago, Houston, Portland, San Jose and Seattle. 

U.S.  Nationa l Office Market Cyc le Forecast Years

GRW PGW GRW GRW GRW GRW

REC CON REC

Office Job Growth 2.0%

Net Abs. 35 MSF

Supply 22 MSF
% Vacant 13.1%

Rent Momentum None

Key: REC = Recovery      GRW = Growth      PGW = Post-Growth    CON = Contraction            

Source: Global Insight, Torto Wheaton, Economy.com and RREEF Research

11.9%

Increase

2010

2.0%

60 MSF

59 MSF

2006Q2 2006 2007 2008 2009

2.1% 1.3% 1.6% 1.9%

73 MSF 54 MSF 42 MSF 53 MSF

51 MSF 44 MSF 46 MSF 56 MSF

12.8% 12.3% 12.2% 12.1%

Increase Increase + Increase + Increase
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Factors Shaping the Office Cycle (Time Frame) 

Drivers of Recovery 

• Job growth (on-going but slowing) 

• Strong corporate balance sheets driving business spending (short-term/intermediate-
term) 

• Recovery and growth in high tech (intermediate-term/long-term) 

• Manageable construction volumes (on-going) 

Constraints on Recovery 

• Higher interest rates (on-going) 

• Slowing job growth and net absorption (intermediate-term) 

Implications: Timing of the Cycle 

• National market moving from recovery to growth in 2006 - 2007 

• Most tech markets exhibiting improvement in supply/demand conditions 

• Leading suburban markets starting to rebound. 

Office Leaders/Laggards1 

                                                 
1 Markets not listed here are moving at or near the national pace. 

Los Angeles

Miami

New York

Seattle

Washington DC

Atlanta

Dallas

Denver

Minneapolis

Central NJ
Philadelphia

Source: RREEF Research

Leaders

Laggards
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U.S. Property Cycle Monitor 
Office

2006Q2 2006 2007 2008 2009 2010

U.S. Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 13.1% 12.8% 12.3% 12.2% 12.1% 11.9%
Rent Momentum* None Increase Increase + Increase + Increase Increase

Atlanta Stage Recovery Recovery Recovery Recovery Recovery Growth
Vacancy 18.1% 17.5% 17.2% 16.4% 15.7% 15.0%
Rent Momentum* None Increase Increase Increase Increase Increase

Austin Stage Recovery Recovery Recovery Recovery Growth Growth
Vacancy 16.1% 15.0% 14.9% 14.5% 13.0% 11.2%
Rent Momentum* None Increase Increase + Increase + Increase Increase

Boston Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 13.4% 12.0% 10.6% 10.1% 10.0% 10.5%
Rent Momentum* None None Increase Increase Increase + Increase +

Chicago Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 15.6% 15.0% 13.9% 13.6% 14.1% 13.5%
Rent Momentum* None None None Increase Increase Increase

Dallas Stage Recovery Recovery Recovery Recovery Recovery Recovery
Vacancy 22.0% 22.1% 20.7% 20.6% 20.3% 19.5%
Rent Momentum* None None None None Increase Increase

Denver Stage Recovery Recovery Recovery Recovery Growth Growth
Vacancy 15.6% 15.8% 15.5% 14.8% 14.1% 13.4%
Rent Momentum* None Increase Increase Increase + Increase + Increase 

Houston Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 15.8% 15.1% 13.9% 13.7% 13.8% 13.2%
Rent Momentum* None Increase Increase Increase Increase Increase

Los Angeles Stage Growth Growth Growth Growth Growth Growth
Vacancy 10.4% 10.2% 9.8% 9.9% 10.1% 10.2%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Miami Stage Growth Growth Growth Post-Growth Post-Growth Post-Growth
Vacancy 8.4% 8.2% 9.1% 11.3% 12.4% 10.3%
Rent Momentum* Increase + Increase + Increase + Increase Increase Increase

Minneapolis Stage Recovery Recovery Recovery Recovery Growth Growth
Vacancy 17.0% 16.5% 15.9% 16.0% 14.6% 14.0%
Rent Momentum* None None Increase Increase Increase Increase

New York Stage Growth Growth Growth Growth Growth Growth
Vacancy 7.6% 6.5% 5.3% 5.4% 6.0% 6.3%
Rent Momentum* Increase Increase + Increase + Increase Increase Increase

Central NJ Stage Recovery Recovery Recovery Recovery Recovery Recovery
Vacancy 16.6% 16.4% 16.0% 16.2% 16.1% 16.0%
Rent Momentum* None None Increase Increase Increase Increase

Oakland/East Bay Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 14.2% 13.4% 11.9% 11.2% 10.6% 10.0%
Rent Momentum* None Increase Increase + Increase + Increase Increase

Orange County Stage Growth Growth Growth Growth Post-Growth Post-Growth
Vacancy 8.1% 8.1% 9.0% 10.0% 10.6% 10.7%
Rent Momentum* Increase Increase + Increase + Increase Increase Increase

Philadelphia Stage Recovery Recovery Recovery Recovery Recovery Recovery
Vacancy 13.5% 13.0% 12.8% 13.4% 13.0% 12.6%
Rent Momentum* None None Increase Increase Increase Increase

Phoenix Stage Recovery Recovery Growth Growth Post-Growth Post-Growth
Vacancy 11.8% 13.2% 13.3% 12.2% 11.9% 11.2%
Rent Momentum* None Increase Increase + Increase + Increase None

Portland Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 12.7% 11.8% 11.2% 12.0% 12.4% 12.5%
Rent Momentum* None Increase Increase + Increase + Increase Increase

San Diego Stage Growth Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 10.9% 11.0% 12.2% 12.5% 11.5% 10.9%
Rent Momentum* Increase Increase + Increase + Increase Increase Increase

San Francisco Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 12.5% 11.9% 11.1% 10.6% 10.8% 11.3%
Rent Momentum* Increase + Increase + Increase + Increase + Increase Increase

San Jose Stage Recovery Recovery Growth Growth Growth Growth
Vacancy 14.4% 12.4% 10.5% 8.6% 9.5% 9.3%
Rent Momentum* None Increase Increase Increase + Increase + Increase 

Seattle Stage Growth Growth Growth Growth Growth Growth
Vacancy 10.7% 9.9% 9.3% 9.7% 9.8% 9.8%
Rent Momentum* Increase Increase Increase + Increase + Increase Increase

Washington DC Stage Growth Growth Growth Growth Growth Growth
Vacancy 9.2% 8.8% 9.7% 10.2% 10.4% 10.5%
Rent Momentum* Increase Increase + Increase Increase Increase Increase

Sources: CBRE/Torto Wheaton and RREEF Research

——————— Forecast ———————

September 2006

* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 
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Property Cycle Monitor: Retail 

In the first half of 2006, the US retail market saw modest absorption of 7 million square 
feet – healthy, but below last year’s rate of about 14 million. The retail vacancy rate is on 
track to finish 2006 at 6.7%, slightly higher than 2005’s 6.5% rate. Net absorption of 26 
million square feet this year should nearly match last year’s level. A pickup in supply-side 
activity, from 26 million square feet in 2005 to 31 million in 2006, is expected to lead to a 
modest uptick in vacancy. Steady construction in the face of weakening retail sales and 
net absorption in 2007 should bump the vacancy rate up to 7.3%, where it is expected to 
hover over the rest of the forecast horizon. 

With construction activity in check, the fate of the retail market over the next two years 
will depend on how consumer spending holds up in the face of a slowing US economy. 
Retail net absorption is expected to slow from an average of 26 million square feet in 
2004--2006 to 20 million square feet in 2007--2010. Retail sales growth remained strong 
through the first half of 2006, but a decline in retail sales growth appears imminent. 
Consumers are facing several impediments to the continued expansion of their spending. 
The average household already spends more than it earns in income, and going forward, a 
cooling housing market will constrain household net worth as US employment growth 
slows.  

The primary risk to this forecast is a sharper-than-expected decline in the housing market. 
Our current expectation is that home price growth will slow over the next 24 months 
without turning negative, at least at the national level. If households face a decline in their 
net worth due to falling home prices, they may choose to rein in retail spending and thus 
set the stage for lower retail net absorption. 

Most markets have seen little change in forecast or market fundamentals over the past 
six months. Stronger year-to-date net absorption than expected in Baltimore, San Jose, 
Philadelphia, Phoenix, and Tampa have led to an upgraded forecast. Houston and 
Minneapolis are the only metros to witness a slight downgrade in forecast expectations. 

U.S.  Nationa l Reta il  Market Cyc le Forecast Years

GRW PGW PGW PGW PGW PGW PGW

REC CON

Retail Sales 8.3%

Net Abs. 7 MSF

Supply 9 MSF

% Vacant 6.6%

Rent Momentum Increase

Key: REC = Recovery      GRW = Growth      PGW = Post-Growth    CON = Contraction            

Source: Global Insight, REIS, Economy.com and RREEF Research

Increase Increase Increase Increase

6.7% 7.3% 7.4% 7.3%

31 MSF 29 MSF 22 MSF 21 MSF

26 MSF 18 MSF 18 MSF 21 MSF

2009

8.6% 5.0% 4.3% 4.2%

2006Q2 2006 2007 2008

7.2%

Increase

2010

4.0%

21 MSF

20 MSF
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Factors Shaping the Retail Cycle (Time Frame) 

Drivers of Recovery 

• Job growth (on-going) 

• Household and income growth (on-going) 

Constraints on Recovery 

• Slowing consumer spending growth (short-term/intermediate-term) 

• Restrained home mortgage refinancing and housing market wealth gains (short-
term/intermediate-term) 

• Still elevated energy prices (on-going) 

Implications: Timing of the Cycle 

• The retail sector remains stable, holding to the post-growth stage of the cycle 

• Most markets witness balanced market conditions and rising rents 

Retail Leaders/Laggards1 

                                                 
1 Markets not listed here are moving at or near the national pace. 
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Miami

No. New Jersey
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San Antonio

St. Louis

Source: RREEF Research
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* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 

 

U.S. Property Cycle Monitor 
Retail 

2006Q2 2006 2007 2008 2009 2010

U.S. Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 6.6% 6.7% 7.3% 7.4% 7.3% 7.2%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Atlanta Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 8.2% 8.9% 9.4% 9.5% 9.5% 9.2%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Austin Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 8.0% 8.1% 8.4% 8.5% 8.3% 8.3%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Baltimore Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.9% 4.0% 4.2% 4.2% 4.2% 4.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Boston Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.0% 4.3% 4.8% 4.9% 4.7% 4.5%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Charlotte Stage Contraction Contraction Contraction Contraction Contraction Contraction
Vacancy 7.0% 7.4% 9.3% 9.9% 9.3% 9.0%
Rent Momentum* None None None None None None

Chicago Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 6.9% 6.9% 7.2% 7.2% 7.3% 7.4%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Dallas Stage Contraction Contraction Contraction Contraction Contraction Contraction
Vacancy 10.5% 10.5% 10.7% 10.8% 10.4% 10.3%
Rent Momentum* None None None None None None

Denver Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 8.0% 8.2% 8.1% 8.0% 7.8% 7.6%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Ft. Lauderdale Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.2% 5.2% 5.3% 5.4% 5.4% 5.3%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Fort Worth Stage Contraction Contraction Contraction Contraction Contraction Contraction
Vacancy 10.8% 10.7% 11.8% 11.9% 11.3% 10.8%
Rent Momentum* None None None None None None

Houston Stage Contraction Contraction Contraction Contraction Contraction Contraction
Vacancy 10.9% 10.8% 11.1% 11.2% 11.2% 11.2%
Rent Momentum* None None None None None None

Long Island Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.0% 4.6% 4.8% 4.9% 4.7% 4.5%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Los Angeles Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.8% 2.7% 3.6% 4.0% 4.0% 3.7%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Miami Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.4% 3.8% 3.9% 4.1% 4.3% 4.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Minneapolis Stage Growth Growth Growth Growth Growth Growth
Vacancy 6.9% 6.8% 7.5% 7.3% 7.2% 7.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase

N. New Jersey Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.9% 4.0% 4.2% 4.4% 4.2% 4.0%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Oakland/East Bay Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.8% 2.9% 4.3% 4.6% 4.3% 4.0%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Orange County Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.4% 2.5% 3.4% 3.6% 3.6% 3.5%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Orlando Stage Growth Growth Growth Growth Growth Growth
Vacancy 5.2% 5.3% 5.8% 5.9% 5.9% 5.8%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Philadelphia Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 6.6% 6.6% 7.7% 7.8% 7.6% 7.4%
Rent Momentum* Increase Increase Increase Increase Increase Increase

September 2006

——————— Forecast ———————
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* Rent Momentum: Annual Rental Growth 

None:  0% to 2% 

Increase:  3% - 4% 

Increase+:  Over 4% 

 

U.S. Property Cycle Monitor 
Retail (continued)

2006Q2 2006 2007 2008 2009 2010
Phoenix Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth

Vacancy 6.1% 6.2% 7.4% 7.8% 7.7% 7.6%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Portland Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.6% 4.6% 5.0% 5.3% 5.1% 5.0%
Rent Momentum* Increase Increase Increase Increase Increase Increase

St. Louis Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 9.4% 9.8% 10.1% 10.0% 9.7% 9.3%
Rent Momentum* None None None None None None

San Antonio Stage Contraction Contraction Contraction Contraction Contraction Contraction
Vacancy 9.5% 9.3% 9.5% 9.4% 9.2% 9.1%
Rent Momentum* None None None None None None

San Diego Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.8% 3.0% 4.0% 4.2% 4.3% 4.3%
Rent Momentum* Increase Increase Increase Increase Increase Increase

San Francisco Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.2% 3.4% 3.6% 3.9% 4.1% 3.6%
Rent Momentum* Increase Increase Increase Increase Increase Increase

San Jose Stage Growth Growth Growth Growth Growth Growth
Vacancy 2.6% 2.5% 2.6% 2.8% 2.9% 2.8%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Seattle Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.4% 3.5% 4.0% 4.2% 4.4% 4.4%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Tampa Stage Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth Post-Growth
Vacancy 6.1% 6.4% 6.5% 6.8% 6.7% 6.5%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Washington, D.C. Stage Growth Growth Growth Growth Growth Growth
Vacancy 3.4% 3.6% 4.0% 4.3% 4.5% 4.3%
Rent Momentum* Increase Increase Increase Increase Increase Increase

West Palm Beach Stage Growth Growth Growth Growth Growth Growth
Vacancy 4.4% 4.6% 6.0% 6.3% 6.2% 6.1%
Rent Momentum* Increase Increase Increase Increase Increase Increase

Sources: REIS and RREEF Research

September 2006

——————— Forecast ———————
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APPENDIX 

Classifying Markets in the Cycle 

Among the 50 markets for which baseline forecasts are prepared, 25 to 30 from each 
property sector are included in the Property Cycle Monitor. Along with the national 
market, the markets included in the Monitor are classified in their respective cycle stage 
in the current market and over a five-year time horizon. 

Property market cycle designations are based on four distinct stages shown in Exhibit 1.  

Stages General Conditions 

1)  Recovery High but declining vacancy – demand exceeding supply – stable to 
rising rents/values 

2)  Growth  Low and declining vacancy – demand exceeding supply – rising rents 
supportive of construction – rising values 

3)  Post Growth Low but increasing vacancy – supply exceeding demand – 
rising/flattening rents/values 

4)  Contraction High or increasing vacancy – supply exceeding demand – falling 
rents/values 

Rent Momentum 

Following the designation of cycle stages, a rent category is assigned to the national and 
primary metro markets for each year of the forecast period. Rent categories are assigned 
based on the general typology displayed in Exhibit 2. They are intended to show the 
general momentum behind potential changes in rent, not an actual numerical increase or 
decrease in rates.  

Source: RREEF Research

Exhib i t 1
Market Cycle  Stages

Cost to
Build

1) Recovery 4) Contraction

2) Growth 3) Post Growth

Time
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