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office review

The Las Vegas office market experienced its sixth straight month of negative net absorption, with 
occupied square footage contracting to 31.9-million square feet from a high of 33.7-million square 
feet in the second quarter of 2007. The volume of lease and sale transactions improved over last 
quarter, but continues to be outpaced by the number of availabilities entering the market. The 
amount of space currently and actively under construction is now dwarfed by the amount of space 
for which construction has stopped. Commercial bankruptcies and foreclosures are beginning to 
have an impact on the Las Vegas office market. A number of “zombie” buildings (existing buildings 
with vacancies that cannot be leased while the building is in financial limbo) are now haunting 
the market.

Employment in sectors traditionally associated with office space contracted for the fourth straight 
quarter. Between May 2008 and May 2009, a total of 11,700 office jobs were lost, with the largest 
losses experienced by the professional & business services sector. The bright spot for office 
employment has been the health care and social assistance sector, which has posted quarterly gains 
in employment in every quarter since the second quarter of 2004. Increases in occupied office space 
usually follow 6 to 12 months behind employment increases in these sectors. The Valley now has 151 
square feet of occupied office space per office employee. This is higher than in the pre-recession days 
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UNEMPLOYMENT 
RATE***

11.1% 5.7%

VISITOR VOLUME* 3.55 M 3.86 M

GAMING REVENUE** $786 M $872 M

TAXABLE SALES** $2,758 M $3,226 M

NEW HOME PERMITS 410 760

NEW HOME SALES 325 149

* February 2009 / 2008
** March 2009 / 2008

*** May 2009 / 2008
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Market snaPshot

Q2-09 Q1-09 Q2-08
Q-o-Q
Change

y-o-y
Change

Vacancy Rate 22.0% 21.0% 15.8% +1.0 (+4.8%) +6.2 (+39%)

Asking Rent (psf FSG) $2.36 $2.41 $2.49 -$0.05 (-2.1%) -$0.13 (-5.2%)

Net Absorption (sf) -297,715 -352,749 -170,986 +55,034 (+15.6%) -126,729 (-74.1%)

New Completions (sf) 143,481 631,690 468,484 -488,209 (-77.3% -325,003 (-69.4%)



Colliers international2

las VeGas oFFiCe seCond Quarter  |  2009

“The bright spot for office 
employment has been the health 
care and social assistance sector, 
which has posted quarterly gains in 
employment in every quarter since 
the second quarter of 2004.”
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of 2007, and might indicate that the 
lag between new employment and 
increased occupancy of office space 
will be longer rather than shorter 
as employers find ways to squeeze 
more people into their existing 
space. Unemployment in the Las 
Vegas MSA stood at 11.1 percent as 
of May 2009, up from 5.7 percent 
in May 2008.

Office inventory increased by 143,481 square 
feet in the second quarter of 2009. Two 
projects in the Southwest, totaling 271,000 
square feet, were completed this quarter, while 
Turnberry Associates repurposed 128,000 
square feet of their Town Square project into 
hotel space. This is the lowest level of new 
office completions we have recorded since we 
began tracking the Las Vegas office market 
in 1999. Vacancy in newly completed space 
stood at approximately 70 percent. 

Forward supply  of office space in the Valley 
stood at 543,214 square feet in the second 
quarter of 2009. This was less than half the 
forward supply recorded in the first quarter 
of 2009, when almost 1.4 million square feet 
of office space was either under construction 
or planned to begin construction by the end 
of 2009. Construction on several projects has 
been stopped and many proposed projects are 
unable to find financing. Almost half of the 
Valley’s forward supply was in the Class A 
category, with Class C office space accounting 
for 32 percent of forward supply. 

The Northwest and Henderson submarkets 
now have more forward supply space than 
the Southwest submarket, which had led in 
that category since 2007. Three office projects 
in the Southwest submarket have stopped 
construction in 2009. Over the past five years, 
the Southwest submarket’s inventory of office 
space has increased by 5.2 million square feet 
(457% growth), while the amount of occupied 
office space has only increased by 3.6 million 
square feet (363% growth). Office vacancy in 
the Southwest submarket is the highest in the 
Valley at 29.2%. 

Vacancy in the Las Vegas office market 
stood at 22% in the second quarter of 2009. 
This represented a 1-point increase from 
last quarter and a 6.2-point increase from 
four quarters ago. Office vacancy has been 
increasing steadily since the third quarter of 
2006, when it stood at 8.6%. If one included 
sub-lease space, the Las Vegas Valley had a 
total of 9,672,368 square feet of office space 
in search of a tenant this quarter, an increase 
of approximately 438,000 square feet since 
last quarter and 2.8 million square feet since 
the second quarter of 2008. Companies 

1Forward supply is a combination of space 
presently under construction in a quarter 
and space planned to begin construction 
within the next 4 quarters.

 LEASE ACTIVITY

ProPerty address lease date lease terM size lease rate tyPe

beltway Corporate Center June 2009 120 months 14,776 sf $2.68 MG Class b Professional office

desert inn office Center ii May 2009 120 months 10,175 sf $1.65 FsG Class C Professional office

MCa office building May 2009 65 months 7,752 sf $1.98 nnn Class C Professional office

Centre at spanish trails ii May 2009 60 months 5,840 sf $1.60 nnn Class b Professional office

2011 Pinto lane May 2009 84 months 4,738 sf $2.38 MG Medical office

Market aCtiVity
seCond Quarter transaCtions

 SALES ACTIVITY

ProPerty address sales date sale PriCe size PriCe/sF tyPe

Pebble Place april 2009 $15,000,000 51,878 sf $289.14 Class b Professional office

Cheyenne West Professional Center May 2009 $1,175,000 5,000 sf $235.00 Medical office

oFFiCe eMPloyMent

May 2009 May 2008 Change

Financial Activities 45,200 47,800 -2,600

Professional & Business Services 105,100 115,900 -10,800

Health Care & Social Assistance 62,100 60,700 +1,400

Total 212,400 224,400 -12,000

Source: Nevada Department of Employment, Training and Rehabilitation.
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vacating large spaces this quarter included 
home developers, mortgage companies, title 
companies and banks. Assuming a pre-housing 
bubble net absorption of 350,000 square feet 
per quarter, the Valley now has a seven year 
supply of office space. 

Several existing office properties are now owned 
by banks or the FDIC. These properties, often 
referred to as “zombie buildings”, contribute to 
the vacancy rate in the Valley but are not truly 
“on the market”. Zombie buildings currently 
constitute 460,000 total square feet, of which 
333,000 square feet are vacant. The impact of 
these buildings on the Valley’s vacancy rate is 
small at the moment, but could become more 
pronounced as other buildings are foreclosed 
upon. 

The Valley’s highest vacancy rate this quarter 
was in the Southwest submarket, at 29.2 
percent. The Airport, Henderson, North Las 
Vegas and Southwest submarkets all had total 
vacancy higher than the Valley average. The 
Downtown and West Central submarkets, 
which experienced very little new office 
construction since 2003, had the Valley’s 
lowest vacancy rates at 9.6 percent and 13.3 
percent respectively. 

After a small bump last quarter, asking rents 
dipped this quarter to $2.36 per square foot 
(psf) on a full service gross (FSG) basis. This 
was a decrease of $0.05. Asking rents have 
generally been on the decline since the fourth 
quarter of 2007, which corresponds to the 
beginning of the current recession. Of those 
availabilities that were active last quarter, 22% 
had their asking rent reduced (by an average 
of $0.25) while 2% had their asking rent 

increased (by an average of $0.16). Availabilities 
that were new to the market this quarter had 
an average asking rent of $2.18 psf FSG.

Since the first quarter of 2008, the Valley has 
seen the amount of office space for sale on 
both an owner/user basis and investment basis 
nearly double. Asking prices for investment 
sales have dropped from $330 psf to $211 psf 
over the same period. The asking price for 
owner/user space has actually increased from 
$217 psf to $241 psf. Some of this increase 
can be explained by the fact that many office 
buildings constructed since 2005 that were 
intended for lease are now being marketed 
as owner/user sales. These smaller, newer 
office buildings and condos usually command 
higher prices.

Owner/user sales have remained anemic, 
with only 5,000 square feet selling in the 
second quarter of 2009. Investment sales were 
better than last quarter, but given that there 

www.lvcolliers.com

oFFiCe sales

Q1-09 Q4-08 Q1-08

Owner/User Sales

  Space for Sale (sf) 1,147,903 1,246,053 979,811

     Average Asking Price/SF $241 $226 $174

  Space Sold (sf) 5,000 80,314 165,042

     Average Price/SF $235 $155 $170

Investment Sales

  Space for Sale (sf) 1,126,734 1,336,827 876,480

     Average Asking Price/SF $211 $246 $221

     Average Cap Rate 7.6% 7.6% 7.1%

  Space Sold (sf) 70,275 0 207,035

     Average Price/SF $295 n/a $297

     Average Cap Rate 7.8% n/a 6.2%

oFFiCe deVeloPMent PiPeline

Project type submarket size Pre-leasing Completion

IBEX Medical Building Medical Henderson 40,000 SF 34% Unknown

Tivoli Village Class A Northwest 200,000 SF 31% Unknown

Sansone St Rose 
Coronado

Class A Henderson 62,000 SF 0% 2010

oFFiCe ConstruCtion stoPPed

Project type submarket size Pre-leasing Completion

Summerlin Centre Office Class A Northwest 200,000 SF 34% Unknown

ManhattanWest Class A Southwest 73,818 SF 31% Unknown

Copper Pointe Business 
Park

Class B Southwest 37,123 SF 0% 2010

The Park at Spanish 
Ridge-8876

Class B Southwest 35,663 SF 31% Unknown

Windmill Office Plaza Class C Airport 34,767 SF 0% 2010
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oFFiCe Market statistiCs
seCond Quarter 2009

M a r k e t  t o t a l

Q u a r t e r l y  C o M P a r i s o n  a n d  t o t a l s

s u b  M a r k e t s

a  54   5,595,427   1,711,052  30.6%  254,791  4.6% 1,965,843 35.1% 31.6%  (55,336)  (110,899)  98,481   285,891   262,364   $2.97 
b  315   12,706,325   2,580,003  20.3%  205,951  1.6% 2,785,954 21.9% 19.7%  (316,489)  (515,208)  45,000   146,000   -     $2.38 
C  1,244   14,893,525   3,359,160  22.6%  169,398  1.1% 3,528,558 23.7% 23.6%  19,095   (11,361)  -     164,586   22,000   $2.07 
Med  441   7,771,125   1,371,279  17.6%  20,734  0.3% 1,392,013 17.9% 18.5%  55,015   (12,996)  -     178,694   40,000   $2.26 
total  2,054  40,966,402 9,021,494 22.0% 650,874  1.6% 9,672,368 23.6% 22.5%  (297,715)  (650,464)  143,481   775,171   324,364   $2.36 

Q2-09  2,054  40,966,402 9,021,494 22.0% 650,874 1.6% 9,672,368 23.6% 22.5%  (297,715)  (650,464) 143,481  775,171   324,364   $2.36 
Q1-09  2,031  40,822,921 8,580,298 21.0% 607,106 1.5% 9,187,404 22.5% 21.0%  (352,749)  (352,749) 631,690  631,690   610,750   $2.41 
Q4-08  1,995  40,191,231 7,595,859 18.9% 845,496 2.1% 8,441,355 21.0% 19.8%  (63,028)  (1,149,888) 452,548  1,717,326   1,449,840   $2.40 
Q3-08  1,979  39,738,683 7,080,283 17.8% 802,454 2.0% 7,882,737 19.8% 17.4%  (297,724)  (1,086,860) 580,294  1,264,778   1,627,030   $2.44 
Q2-08  1,939  39,158,389 6,202,265 15.8% 620,177 1.6% 6,822,442 17.4% 15.0%  (170,986)  (789,136) 468,484  684,484   1,322,921   $2.49 

the inForMation Contained in this rePort Was ProVided by sourCes deeMed to be reliable, hoWeVer, no Guarantee is Made as to the aCCuraCy or reliability. as neW, CorreCted or uPdated 
inForMation is obtained, it is inCorPorated into both Current and historiCal data, WhiCh May inValidate CoMParison to PreViously issued rePorts.
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airPort subMarket               
a  6  660,478 387,372 58.7% 58,414  8.8% 445,786 67.5% 77.3%  35,814   102,850   (127,659)  (127,659)  -     $3.26 
b  37  1,833,602 290,777 15.9% 47,067  2.6% 337,844 18.4% 11.2%  (99,239)  (116,165)  -     -     -     $2.36 
C  250  2,608,873 704,349 27.0% 24,855  1.0% 729,204 28.0% 29.6%  43,741   36,313   -     -     -     $2.02 
Med  9  117,194 1,600 1.4% 0  0.0% 1,600 1.4% 11.7%  12,075   25,383   -     -     -     $1.70 
total  302  5,220,147 1,384,098 26.5% 130,336  2.5% 1,514,434 29.0% 29.9%  (7,609)  48,381   (127,659)  (127,659)  -     $2.44         
          
doWntoWn subMarket
a  4  700,065 45,006 6.4% 28,790  4.1% 73,796 10.5% 10.5%  -     -     -     -     -     $3.27 
b  21  1,383,829 218,056 15.8% 6,465  0.5% 224,521 16.2% 14.1%  (29,401)  (129,224)  -     -     -     $2.52 
C  55  744,537 34,003 4.6% 0  0.0% 34,003 4.6% 6.5%  14,300   31,796   -     -     -     $1.78 
Med  29  527,631 26,631 5.0% 0  0.0% 26,631 5.0% 5.4%  1,919   1,915   -     -     -     $2.04 
total  109  3,356,062 323,696 9.6% 35,255  1.1% 358,951 10.7% 10.3%  (13,182)  (95,513)  -     -     -     $2.51         
               
east las VeGas subMarket
a  9  1,351,642 154,462 11.4% 120,865  8.9% 275,327 20.4% 14.1%  (14,894)  (87,250)  -     -     -     $3.43 
b  17  1,038,569 308,070 29.7% 10,184  1.0% 318,254 30.6% 27.2%  (34,258)  (45,883)  -     -     -     $1.62 
C  99  1,962,076 388,060 19.8% 1,711  0.1% 389,771 19.9% 18.6%  (28,255)  (30,743)  -     -     -     $1.60 
Med  58  1,589,188 351,109 22.1% 1,104  0.1% 352,213 22.2% 22.3%  2,954   (57,047)  -     -     -     $1.98 
total  183  5,941,475 1,201,701 20.2% 133,864  2.3% 1,335,565 22.5% 20.1%  (74,453)  (220,923)  -     -     -     $1.95       
               
henderson subMarket
a  11  787,274 275,666 35.0% 6,730  0.9% 282,396 35.9% 35.3% (50)  (4,566)  -     -     62,364   $3.01 
b  64  2,131,542 532,426 25.0% 45,855  2.2% 578,281 27.1% 20.6% (141,250)  (187,119)  -     -     -     $2.45 
C  144  1,526,219 437,127 28.6% 35,138  2.3% 472,265 30.9% 28.3% (27,317)  (87,493)  -     -     -     $2.15 
Med  96  1,226,594 248,355 20.2% 1,521  0.0% 249,876 20.4% 19.9% (7,910)  (52,238)  -     -     40,000   $2.49 
total  315  5,671,629 1,493,574 26.3% 89,244  1.6% 1,582,818 27.9% 24.5%  (176,527)  (331,416)  -     -     102,364   $2.47       
               
north las VeGas subMarket              
a  -    0 0 n/a 0  n/a 0 n/a n/a  -     -     -     -     -     $-   
b  8  200,796 73,798 36.8% 0  0.0% 73,798 36.8% 37.1%  600   (11,500)  -     -     -     $2.47 
C  72  448,624 119,336 26.6% 3,000  0.7% 122,336 27.3% 21.1%  (27,652)  (26,536)  -     -     22,000   $2.05 
Med  13  125,385 13,418 10.7% 0  0.0% 13,418 10.7% 11.4%  886   3,317   -     -     -     $2.02 
total  93  774,805 206,552 26.7% 3,000  0.4% 209,552 27.0% 23.7%  (26,166)  (34,719)  -     -     22,000   $2.20       
               
northWest subMarket              
a  19  1,471,232 478,760 32.5% 38,504  2.6% 517,264 35.2% 27.4%  (110,654)  (131,381)  -     187,410   200,000   $2.50 
b  70  2,464,950 508,873 20.6% 70,148  2.8% 579,021 23.5% 25.2%  (15,282)  (72,775)  -     -     -     $2.46 
C  210  2,155,633 483,016 22.4% 19,792  0.9% 502,808 23.3% 24.2%  14,719   10,459   -     -     -     $2.19 
Med  95  2,305,341 373,850 16.2% 7,447  0.3% 381,297 16.5% 17.3%  17,341   68,621   -     178,694   -     $2.52 
total  394  8,397,156 1,844,499 22.0% 135,891  1.6% 1,980,390 23.6% 23.2%  (93,876)  (125,076)  -     366,104   200,000   $2.41         
               
southWest subMarket              
a  3  397,112 322,180 81.1% 1,488  0.4% 323,668 81.5% 77.7%  35,309   10,309   226,140   226,140   -     $3.10 
b  54  2,190,900 527,457 24.1% 26,232  1.2% 553,689 25.3% 25.6%  (3,749)  38,190   45,000   146,000   -     $2.68 
C  248  2,733,405 757,622 27.7% 53,593  2.0% 811,215 29.7% 30.4%  30,536   65,871   -     164,586   -     $2.30 
Med  83  1,104,047 270,331 24.5% 10,662  1.0% 280,993 25.5% 26.5%  22,249   19,601   -     -     -     $2.14 
total  388  6,425,464 1,877,590 29.2% 91,975  1.4% 1,969,565 30.7% 29.3%  84,345   133,971   271,140   536,726   -     $2.52     
               
West Central subMarket              
a  2  227,624 47,606 20.9% 0  0.0% 47,606 20.9% 20.5%  (861)  (861)  -     -     -     $2.30 
b  44  1,462,137 120,546 8.2% 0  0.0% 120,546 8.2% 8.7%  6,090   9,268   -     -     -     $2.12 
C  166  2,714,158 435,647 16.1% 31,309  1.2% 466,956 17.2% 16.8%  (977)  (11,028)  -     -     -     $1.96 
Med  58  775,745 85,985 11.1% 0  0.0% 85,985 11.1% 11.8%  5,501   (22,548)  -     -     -     $2.03 
total  270  5,179,664 689,784 13.3% 31,309  0.6% 721,093 13.9% 13.9%  9,753   (25,169)  -     -     -     $2.02    
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were no investment sales last quarter, this is 
not entirely shocking. The average price of 
investment sales has only fallen by $2 psf over 
the past twelve months, but the average cap 
rate has increased from 6.2% to 7.8%.

Rainbow Sunset Pavilion B, which began 
construction in June 2007, was finally 
completed at 84 percent vacancy. This drove 
Class A vacancy in the Southwest submarket 
to 81.1%, the highest in the Valley. Vacant 
square feet in the Airport submarket declined 
by 163,000 square feet, mostly due to the 
repurposing of office space at Town Center. 
Centennial Corporate Center, one of the 
Valley’s zombie buildings, contributed to the 
-111,000 square feet of net absorption in the 
Northwest submarket. Overall, Class A office 
space in the Las Vegas Valley has a vacancy 
rate of 30.6%. Asking rents dropped $0.06 
this quarter to $2.97 psf FSG. This is the first 
time asking rents have dropped below $3.00 
psf FSG since the beginning of the recession 
in the fourth quarter of 2007.

The amount of Class B space available for sub-
lease decreased by over 100,000 square feet 
this quarter. Class B net absorption decreased, 
with only the Southwest and West Central 
submarkets posting positive net absorption 
year-to-date. Asking rents declined by $0.04 
this quarter to $2.38 psf FSG. 

Class C and Medical office space both 
posted positive net absorption this quarter. 
Positive net absorption in Medical space is 
not surprising, given that employment in 
the health care & social assistance sector has 
been on the rise since the second quarter of 
2004. The positive net absorption for Class C 
could represent business owners leaving more 
expensive Class A and Class B space for more 
affordable Class C space.

Economies around the globe, including 
that of the United States, are showing some 
promising signs of imminent recovery. Many 
economists are predicting that recovery will 
begin in the fourth quarter of this year. Since 
many of the tenants that have vacated office 
space in the Las Vegas Valley were associated 
with the construction industry (developers, 
title companies, mortgage companies), 
recovery in the Las Vegas office market may 
lag behind the rest of the country by as much 
as a year. There are some positive signs in 
the local home market, but many problems 
remain and recovery will be hampered by 
lower immigration into the Valley and the 
higher interest rates expected for next year. We 
predict that absorption may improve in the 
second half of 2009, but will continue to be 
negative. Office vacancy could begin to level 
off and decline in late 2010 or early 2011.

www.lvcolliers.com
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oCCuPanCy Vs oFFiCe eMPloyMent

294 retails in 61 Countries 
on 6 Continents

usa 94 
Canada 22 
latin america 17 
asia Pacific 64 
eMea 97 

$1.6 billion in revenue
1.1 billion sq. ft. under management 
12,749 Professionals

ContaCt inForMation

Colliers International
3960 howard hughes Parkway
suite 150
las Vegas, nV 89169
united states
tel:  702-735-5700
Fax:  702-731-5709

Michael Campbell
Managing Partner
email: mcampbell@lvcolliers.com
tel: 702-836-3705
 
John Stater
research Manager
email: jstater@lvcolliers.com
tel:  702-836-3781

this report and other research materials may 
be found on our website at www.lvcolliers.
com. this quarterly report is a research 
document of Colliers international – las Vegas, 
nV. Questions related to information herein 
should be directed to the research department at 
702-836-3781. information contained herein has 
been obtained from sources deemed reliable and no 
representation is made as to the accuracy thereof. 
Colliers nevada, llC dba Colliers international is 
an independently owned and operated business and 
a member firm of Colliers international Property 
Consultants, an affiliation of independent 
companies with over 293 offices throughout more 
than 61 countries worldwide.

www.lvcolliers.com


