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Vacancy Rates

Demand and lack of supply is keeping the
Colorado Springs Industrial Market strong
through the Third Quarter 2021

Year-to-Date

The Colorado Springs Industrial market continues to follow the hot National market
for all Industrial buildings. Locally the market continues to remain active and strong
as high demand continues for most product types. The Industrial market is following the National trend with continued expansion based on new construction, higher
lease rates and lower vacancy rates. Investors continue to pursue Industrial properties for investments by offering higher prices with lower capitalization rates. Users
continue to pursue buildings to meet their company needs, some with success but
many others unable to find the right property for their use.

Absorption
Year-to-Date

Leasing

Completed

In the 3rd Quarter, 2021 the total Industrial inventory was 40.8 million square feet.
Soon to be added to this number are the 3rd quarter buildings under construction
consisting of 428,680 square feet. There was also a vast increase in total square
footage which comes from the recently completed 4 million square foot Amazon
distribution facility.

Absorbed

The overall vacancy rate, which is extremely low, is hovering at 3.9% in the end of
the 3rd quarter 2021 with an average lease rate of $10.08 per square foot (NNN)
for the overall industrial market. The Flex sector recorded an average lease rate of
$11.90 per square foot (NNN) and a vacancy rate of 9.4%, whereas the warehouse
sector recorded at $9.10 per square foot and an extremely low vacancy rate of
2.9%. This represents approximately a 6.0% Industrial rent growth over the past 12
months, much stronger than all other office or retail buildings.

Asking Rental Rates

Year-to-Date ($/SF/Yr. Full Service)

continued on page 2...
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KEY TRANSACTIONS

* Transaction Represented by Quantum Commercial Group

Source: CoStar

DPH University LLC &
DPL University LL
purchased
64,800 SF
at
1535 Newport Rd
Colorado Springs, CO
$8,460,000 ($130.55 PSF)
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Four Cee Investments, LLC
purchased
25,876 SF
at
720 Garden of the Gods Rd.
Colorado Springs, CO
$5,654,519 ($218.52 PSF)

Prolinet, LLC
purchased
63,370 SF
at
2050 Cygnet Heights
Colorado Springs, CO
$11,830,000 ($186.68 PSF)
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Sales

The 3rd quarter 2021 sales volume was $74.2M. There were 44 buildings that sold for an average price of $166.32 per
square foot, representing an average Cap rate of 6.3%. Industrial properties remain highly sought after given the lack of
new product, particularly smaller standalone industrial facilities. We are beginning to see buyers pay a high premium to
secure properties, both for their use as an owner/ user and investments.
The upcoming year-end 2021 Industrial report will show continued strong growth in this market . The total number of
square feet added in the 4th quarter will expand the industrial base to a size never seen before in our area. Vacancy
rates may increase slightly but we expect year-end total absorption to be positive for 2021. We expect lease rates to
moderately increase as owners enjoy a strong leasing market. Sales prices will continue to go up as investor interest
will continue, and users will continue to look for buildings to buy for their manufacturing purposes.
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INDUSTRIAL TERMS AND DEFINITIONS
Total SF: Industrial inventory includes all multi-tenant, single
tenant and owner occupied buildings at least 10,000 square
feet.

physically vacant space divided by the inventory and includes
direct and sublease vacant. The availability rate is the
amount of space available for lease divided by the inventory.

Industrial Buildings Classifications: Industrial buildings are
categorized as warehouse/distribution, general industrial,
R&D/flex and incubator based on their physical characteristics including percent office build-out, clear height, typical
bay depth, typical suite size, type of loading and typical uses.

Net Absorption: The net change in physically occupied space
over a period of time.

Vacancy and Availability: The vacancy rate is the amount of
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Asking Rent: The dollar amount asked by landlords for
available space expressed in dollars per square foot per year.
Industrial rents are expressed as triple net where all costs
including, but not limited to, real estate taxes, insurance and
common area maintenance are borne by the tenant on a pro

rata basis. The asking rent for each building in the market is
weighed by the amount of available space in the building.
* Quantum Commercial Group Inc. (QCG) & CoStar may revise reported
quarterly and final year-end figures.
Reproduction in whole or part is permitted only with the written consent
of QCG. Some of the data in this report has been gathered from third
party sources and has not been independently verified by QCG. QCG
makes no warranties or representations as to the completeness or accuracy thereof.
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Investment Market Report • 3rd Quarter 2021
Colorado Springs, CO

Sales volume of commercial real estate in
Colorado Springs has increased in 2021 as
investors target acquisitions in high-growth
cities.

Average Capitalization Rates
Closed Sales

Colorado Springs now enjoys the reputation as one of the greatest places to live in the
US. Quality of life, a healthy economy and diverse economic base continues to draw
individuals and companies to the area. With the continued population growth and
healthy economy, REITs and private capital investment groups have been attracted
to the area for major acquisitions of all types of assets. The office market continues
to see an increase in sales of both investment and owner user properties. Several
large medical assets were sold in the 3rd quarter including Printers Park Medical Plaza
($40,494,000), Medical Centre at Penrose ($33,400,000) and Premier Health Plaza
($16,020,000). Owner user and condo sales remain strong driven primarily by the
availability of capital and low interest rates.
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The demand for industrial assets available for purchase continues to outpace supply.
As Amazon expands its presence in Colorado Springs, there has been an increase in
development of new distribution facilities especially in the airport area. These assets
tend to lease quickly and sell, when available, to investors who are attracted to these
assets for their long-term credit leases. These newer facilities sell at aggressive cap
rates, often 6% or less.
Multifamily is still one of the favored asset classes for investors. As the cost of housing
continues to escalate, it is difficult for many renters to shift to home ownership. Sales
of multifamily assets topped $265 million in the 3rd quarter of 2021. Notable sales
were Casa Mundi located at 418-422 S Tejon Street, a 27-unit multifamily property
built in 2020. The property sold for $12,800,000 ($474,074/unit), the highest per unit
price recorded in El Paso County. Enchanted Springs, a 200-unit luxury apartment
complex located in NE Colorado Springs, sold for $65 million ($325,000/unit). Built in
2020, it was the highest sales price per unit for properties with over 200 units.
*Quantum Sale

KEY TRANSACTIONS
Office

Industrial

Source: CoStar
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Retail

All

Hay Family Trust
purchased
13,191 SF
Family Dollar
4609 Austin Bluffs Pkwy
Colorado Springs, CO 80918
from
CKR Properties
Retail
*$1,300,000 ($98.55 psf)

Visual Interest, Inc.

MountainShadows Consulting

purchased
12,378 SF
Woltman Bldg
618-620 N Tejon St
Colorado Springs, CO 80903
from
620 North Tejon, LLC
Office
*$2,450,000 ($197.93 psf)

2220 E Bijou St
Colorado Springs, CO 80909
from
Brown Family Investments, LLC
Office
*$775,000 ($30.89 psf)

purchased
25,092 SF
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Colorado Springs, CO

Developers are focusing on acquisition of vacant retail properties for readapted use. The redevelopment of the Rustic Hills retail
center on N Academy Blvd. into flex and industrial spaces is a prime example of repositioning struggling assets to meet alternative
market demands. Well located retail properties with strong, long-term credit tenants continue to attract investors looking for stable
cash flow.
Colorado Springs will continue to attract all types of investors including REITS, national and regional private investment groups and
individuals looking to invest in cities with forecasts for continued strong population and economic growth.

Forecast
•
•
•
•

Availability of capital for acquisitions remains strong. Lenders are generally bullish on cities like Colorado Springs that have strong
market fundamentals and forecasts for continued growth.
Cap rates remain stable and tend to be very aggressive for newer, well-located assets with long-term credit leases.
There will be continued competition from investors for well located assets with multiple offers the norm.
Multifamily and Industrial properties are the preferred assets among many investors due to low vacancy and stable cash flow.
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INVESTMENT TERMS AND DEFINITIONS
Capitalization Rate: Ratio between Net Operating Income
(NOI) produced by an asset and it’s capital cost.
Net Operating Income: Cash flow received after cash
expenses are subtracted from the revenues of the
investment.
REO (Real Estate Owned): Property owned by lender.
Occupancy: Occupancy rate is calculated by the
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number of physically occupied unfurnished units in
stabilized properties, divided by the total inventory in
such properties. Preleased units are not included in the
occupancy calculation.
Net Absorption: The net change in physically occupied
units over a period of time.
ROI: Return on Investment.

* Quantum Commercial Group Inc. (QCG) & CoStar may
revise reported quarterly and final year-end figures.
Reproduction in whole or part is permitted only with the
written consent of QCG. Some of the data in this report
has been gathered from third party sources and has
not been independently verified by QCG. QCG makes no
warranties or representations as to the completeness or
accuracy thereof.
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Office Market Report • 3rd Quarter 2021
Colorado Springs, CO

New deliveries of occupied office space
offset negative absorption for quarter.

Vacancy Rates

CBD

Suburban

Combined

Completions vs. Absorption
(SF Year-to-Date)

Absorption
Net absorption for direct space was positive 199,562 square feet for the quarter
bringing the year-to-date number to up to negative 114,637 square feet. The delivery
of Ent Federal Credit Union’s new, fully occupied building accounted for 324,000
square feet of positive absorption in the third quarter which helped the numbers look
better. Without the boost from the new building, net absorption would have been
negative for the third quarter as it was for the previous two quarters (negative 44,214
and negative 269,985 square feet for the first and second quarter respectively). This
negative absorption reflects the continuing trend of larger office spaces hitting the
market as larger corporate users reevaluate their office needs. Leasing of smaller
office spaces of 5,000 square feet and less continues to be more active than larger
blocks of space.
Vacancy
Direct overall office vacancy continued its upward trend in the third quarter, ending at
9.2%. CBD vacancy remained low, ending the quarter at 5.2%. Though leasing activity
has been relatively slow downtown, there have not been any significant givebacks of
office space. Most of the office space hitting the market over the past several quarters
was in the suburban areas largely in the northeast and northwest submarkets.
Rental Rates

Absorbed

Completed

Asking Rental Rates
($/SF/Yr. NNN)

Asking rental rates continue to trend upward in Class A office while leveling off in Class
B product. Rates have seemed mostly unaffected by the slowing in absorption over
the past several quarters. Some pockets of the office market have seen larger gains in
rental rates than others. Class A office in the northeast and northwest markets have
experienced the largest increases in asking rates over the past few years.
Overview
During the pandemic, most of the larger corporate blocks of space office have been
mostly empty with larger employers making the decision to have their employees
work remotely. Many had plans of transitioning back to an in-office work model as
covid subsided. The uptick in cases attributed to the delta variant curbed many of
those plans and left companies weighing their options. This has led to a slowdown in
leasing/renewing of larger spaces and is resulting in the accumulation of larger office
spaces coming back on the market for lease.
KEY TRANSACTIONS

Class A

Class B

Source: CoStar
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* Transaction Represented by Quantum Commercial Group

Rocky Mountain Healthcare

Mitre Corp

Southern Colorado TMS

Purchased
59,100 SF
at 8595 Explorer Drive
Colorado Springs, CO
in
the Northeast market

Leased
21,417 SF
at Academy Point
Colorado Springs, CO
in
the Southeast market

Leased
11,500 SF
at Sinton Pond Office Park
Colorado Springs, CO
in
the North market
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Retail Market Report • 3rd Quarter 2021
Colorado Springs, CO
Vacancy Rates

Despite a ‘Trifecta of Macroeconomic
Headwinds’ in August retail sales rose,
according to the National Retail Federation.
Supply chain headaches caused by bureaucratic red tape, regulatory hurdles, labor
shortage and pandemic related delays, not to mention inflation, were not enough to
stifle consumer demand, good news for brick and mortar retail. In September again,
NRF reported that national retail sales grew even as the Delta variant spread. ICSC
predicts that 85% of holiday shoppers will spend in physical stores. And so the retail
market continues its slow, steady recovery.

Completions vs. Absorption
(SF Year-to-Date)

Completed

Absorbed

Asking Rental Rates
($/SF/Yr. NNN)

Colorado Springs generally follows the nation, as some market indices continued to
improve. Although average asking rental rates market wide dipped to $14.82 NNN per
square foot from $14.97 NNN, they still surpassed their pre pandemic level of $14.27
NNN. Vacancy continued its rapid fall from 5.99% at the end of Q2 2021 to 4.95% now,
dropping over a full percentage point. Absorption was very healthy at 361,956 SF,
cementing the rapid fall in vacancy. Smaller retailers, no matter whether individually
owned businesses or franchises, are still wary of expansion as covid variants continue
to linger. However, the numbers show the virus does not stop retail spending.
Retail sales are also returning to previous levels. Sales volume was $88,519,495 in
21Q3, with an average price per square foot of $222, and an overall market CAP rate
of 7.61% for investment sales. For the past five years sales by buyer type break down
as follows: 77% of sales are Private, 3% are Private Equity, 6% are Public REITS, 8% are
Institutional and 6% are Users. In the past year, 74% of Buyers have been National and
25% Local. There have been no foreign buyers.
Making Colorado Springs attractive and fueling its recovery from the Pandemic are
population growth, .79% in Q3 (versus US at .20%), medium Household Income of
$75,894 in Q3 (US $67,887), and a 12,536 job increase in Q3. The future continues to
say keep shopping.

KEY TRANSACTIONS
Source: CoStar
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Gold Hill Retail LLC

Team Management Comp

Caliber Collision

Purchased
Gold Hill Square South
from
William L. Page
for
$9,220,000

Purchased
2050 Southgate Rd
from
Magnum Shooting Center
for
$9,500,000

Leased
25,876 Square Feet
at
720 W. Garden of the Gods Rd
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