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Strong Q1 Absorption Propels Retall

Sector into 2016

Market Overview

The retail sector in Metro Denver continued its robust market performance
during the first quarter with over 397,000 square feet of net absorption
and a vacancy rate of 5.2 percent. After finishing 2015 with a strong
fourth quarter performance, retail momentum carried into the first
quarter with the Southeast and West markets leading the surge with
combined net absorption just shy of 200,000 square feet. Relatively
large absorption gains over the past two quarters has positively impacted
vacancy rates to historic lows.

The average asking rental rates increased during the first quarter
averaging $15.34 per square foot, triple net - up $0.57 per square foot
year-over-year from $14.77 per square foot. Current construction
projects throughout the metro consist of 18 projects totaling more than
653,000 square feet. Deliveries decreased during the first quarter with
214,000 square feet of new product delivered - down from last quarter’s
10-quarter high of 341,000 square feet.

Market

Indicators Projected
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Net Absorption f ‘
Deliveries ‘ ‘
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*Arrows compare current quarter to the previous quarter’s
historically adjusted figures

Denver Metro Summary Statistics

Q1 2016 Q1 2015
Vacancy Rate 5.2% 5.6%
Net Absorption YTD 397,267 240,511
SF Under Construction 653,410 417,123

Asking Rents/SF $15.34 $14.77

ECONOMIC TRENDS

Investment Sales

Retail investment activity during the
first quarter consisted of

35 sales that totaled more than
M I LL I O N $825 million in value.

Local Employment Growth

In March 2016, the Bureau of Labor

Statistics indicated the projected

3 3 0/ ‘ unemployment rate for the Metro
() o Denver area at 3.3 percent, down

1.1 percent year-over-year. The

Metro Denver unemployment rate is

1.7 percent lower than the national
unemployment rate of 5.0 percent.

Denver Retail Market Q1 2015 - Q1 2016
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Shopping Center Overview

Shopping center activity has experienced persistent growth over
the past two years and that persistence has continued into 2016
with vacancy decreasing another 10 basis points marking the fourth
consecutive quarter vacancy has decreased 0.1 percent. The largest
change in vacancy from the previous quarter occurred in the power/
regional sector with a quarter-over-quarter change of 0.8 percent -
power/regional center vacancy was reported at 3.8 percent during the
fourth quarter 2015, and was reported at 3.0 percent in the first quarter
2016. Overall vacancy for all shopping center types compared to the
same period in 2015 has decreased to 6.6 percent from 6.9 percent.
Average rental rates for shopping center space increased $0.57 per
square foot to $15.36 from $14.79 during the same time period last
year.

2016 Notable Transactions

Denver Metro Shopping Center Statistics

Vacancy Vacancy Vacancy  Vacancy
Center Type Q1 2016 Q4 2015 Q32015 Q12015
Strip 6.1% 6.0% 5.9% 6.8%
Neighborhood 7.3% 7.5% 7.7% 7.9%
Community 8.8% 9.0% 8.8% 8.1%
Power/Regional 3.0% 3.8% 3.6% 3.9%
Malls 3.9% 3.6% 3.7% 3.8%
All Shopping Centers 6.6% 6.8% 6.8% 6.9%

Retail - Sales Activity

PROPERTY SUBMARKET

Clayton Lane Retail Colorado Boulevard/

Center Cherry Creek

rlatlron Crossing (49%  Broomfiel $427,100000 722,855
nterest)

Fairfield Commons West $34,275,000 143,419

Retail - Leasing Activity

Retail - Triple Net Investment

PROPERTY SUBMARKET SALES PRICE SIZE SF

Red Lobster Northwest $6,605,800 7,265 $909
Sonic Drive-In Northeast $3,250,000 2,436 $1,334
T-Eleven Southwest $2,800,000 3,000 $933

SALES PRICE SIZE SF

$169,600,000 333,950

PRICE PSF

PRICE PSF| BUYER SELLER DATE

$507 Invesco AmCap, Inc. Jan. 2016
$590 Heitman Macerich Jan. 2016
Phillips Edison <
Kensington Real
$238 ﬁr%ccery Center REIT Estate Group, LLC Feb. 2016

SUBMARKET LEASED SF LEASE TYPE TENANT NAME

PROPERTY
Lafayette Promenade Northwest 21,930
Pinnacle Center Northeast 14,955
5060 South Syracuse Street Southeast 14,240

New Tractor Supply Co.
New Renewal Academy
New Fitrition Kitchen

CAP

RATE SELLER

Princeton Invest- Golden Gate

[0)
5.75% ments Capital Feb. 2016
6.09% Zane and Zane, Inc. Efgar Holdings Jan. 2016
4.50% De Pietro Holdings The Dimension Jan. 2016

LP Group
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New Openings, Relocations, Expansions & Closures

Great Divide Brewery Opens 250-person Event Space

After opening their new facility in the RiNo district in July 2015, Great Divide has opened
an event space for private functions. Great Divide is one of the few breweries with space
for private events.

Tailored Brands to Close 250 Stores Nationwide

Tailored Brands, parent company to Jos. A. Bank and Men's Wearhouse, announced
significant losses and said it would close approximately 250 stores of its 1,700 locations
nationwide. In Metro Denver there are eight Jos. A. Banks stores and eight Men's Wearhouse
locations and one outlet store in Castle Rock. The outlet store in Castle Rock will be closing.
It is unknown at this time how many other metro locations will close.

Sports Authority Abandons Reorganization Efforts

Sports Authority filed for Chapter 11 bankruptcy protection in March and announced in
late April that it will abandoned its reorganization efforts and will instead sell its assets to
a number of interested buyers in May. Potential bidders include Dick’s Sporting Goods,
Academy Sports + Outdoor, and Modell's Sporting Goods. According to the Wall Street
Journal, an attorney for the Englewood-based retailer informed a judge the company would
no longer pursue a reorganization. It was reported that Sports Authority has $1 billion in
debt with nearly 99 creditors, and less than $50,000 in assets.

Development News

Retail and Office Space Coming to SloHi

Denver real estate firm SC & P is heading-up development of a new mixed-use project
planned for the “SloHi" (Sloan's Lake & West Highlands) neighborhood - the project will add
approximately 20,000 square feet of retail and office space. SloHi Village will be located at
West 29th Avenue and Tennyson Street. SC & P Principal llan Salzberg hopes to capitalize
on his business partner’s revitalization project across the street, who took a vacant office
building to a coffee shop, a bike shop, and a brewery. The project is 60 percent pre-leased,
and is scheduled for completion near the end of the year.

Clayton Lane Redevelopment

Clayton Lane, Cherry Creek's most prominent retail center that is anchored by Crate &
Barrel and Whole Foods Market, recently sold for approximately $170 million. Purchased
by San Diego-based company, Oliver McMillan and Atlanta-based Invesco Real Estate, the
site is to undergo redevelopment. Preliminary redevelopment plans indicate a mixed-use
project which will include a variety of retailers and residential condominiums.

Major Redevelopment Set to Begin for Blighted Ralston Road Site

Construction is scheduled to begin this spring on a 135,000-square-foot Wal-Mart
Supercenter at the former Arvada Plaza site at Ralston Road and Independence Street in
Arvada. The long-awaited commencement of the project, starting this spring, has been
nearly a decade in the making as Arvada’s Urban Renewal Authority has spent much of
that time negotiating complex deals with property owners and potential developers and a
recession. Additionally, the project also endured unexpected environmental contamination
issues and tenant negotiation. In addition to Wal-Mart, Phase | of the project will consist of
30,000 square feet of retail space.
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Vacancy by Submarket
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About Colliers International

Colliers International is a global leader in commercial real estate services, with more than

16,300 professionals operating out of 502 offices in 67 countries. A subsidiary of FirstService
Corporation, Colliers International delivers a full range of services to real estate occupiers, owners
and investors worldwide, including global corporate solutions, brokerage, property and asset
management, hotel investment sales and consulting, valuation, consulting and appraisal services,
mortgage banking and insightful research. Colliers International has been recognized and ranked
by the International Association of Outsourcing Professionals’ Global Outsourcing 100 for 10
consecutive years, more than any other real estate services firm.

colliers.com

Copyright © 2015 Colliers International.

The information contained herein has been obtained from sources deemed reliable. While every reasonable effort has been made to
ensure its accuracy, we cannot guarantee it. No responsibility is assumed for any inaccuracies. Readers are encouraged to consult
their professional advisors prior to acting on any of the material contained in this report.
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