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($/SF/Yr. NNN)

      Class A              Class B

* Transaction Represented by Quantum Commercial Group

The office market ended the year with a 
cumulative net absorption close to zero 
which is a positive sign for stabilization.
Absorption 
Net absorption for direct space was positive 107,316 square feet for the fourth quarter 
bringing the year-end number up to negative 7,321 square feet.  This is not a bad 
ending to a year that started out with two quarters of substantial negative absorption 
(negative 44,214 and negative 269,985 square feet for the first and second quarters 
respectively).  The delivery of Ent Federal Credit Union’s new, fully occupied, building 
which accounted for 324,000 square feet of positive absorption in the third quarter 
was helpful but does not account for all the positive absorption seen in the second 
half of the year.  We are hopeful that the positive absorption reflects stabilization of 
the office market which has seen a negative impact on larger corporate spaces due to 
COVID concerns.  Leasing of smaller office spaces of about 5,000 square feet and less 
has continued to be more active than larger blocks of space. 
Vacancy 
Direct overall office vacancy was 9.0% at year-end which was down for the quarter 
though still up substantially from year-end 2020, which was 7.7%.  CBD vacancy 
remained low, ending the year at 4.9%.  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 has been in the 
suburban areas largely in the northeast and northwest submarkets.

Rental Rates 
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 and then the omicron 
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.

*EMI
Purchased

9,925 SF
at 7025 Campus Dr

Colorado Springs, CO
in

the Northwest market

Peaks Recovery Centers
Leased

12,495 SF
at 1150 Kelly Johnson Blvd

Colorado Springs, CO
in

the Northeast market

*Airfoil Holdings, LLC
Purchased
78,778 SF

at Woodmen Office Campus II
Colorado Springs, CO

in
the Northwest market
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KEY TRANSACTIONS

Colorado Springs CO I FGF LLC
Purchased
64,455 SF

at
1555 N Newport Rd

Colorado Springs, CO
From:

TAU West LLC
$13,750,000

Industrial Realty Holdings, LLC
Purchased
20,000 SF

at
5730 Observation Ct
Colorado Springs, CO

From:
Michael W. Underwood

$4,100,000

Texas Fireplace
Leased

20,000 SF
at

2150 Garden of the Gods Rd
Colorado Springs, CO
Northwest Submarket

The Colorado Springs Industrial market ended 2021 with all strong indicators with 
no signs of slowing down going into 2022. The demand for smaller to mid-sized 
industrial spaces has ever increased through 2021, making it very difficult for in-
dustrial users to relocate and expand in the Colorado Springs market. Tenants have 
taken advantage of the low interest rates over the last few years which has caused 
an increase in average sales prices, which are also expected to continue to rise in 
2022.

The overall Industrial vacancy rate had fluctuated between 4% and 5% throughout 
2021 and had reported a final vacancy rate of 5% at the end of the 4th quarter 
2021. We have seen the industrial market drop by approximately 1% each year 
starting in 2017, which shows how tight the market has become in a very short 
timeframe. The Flex sector has remained high ending the 4th quarter 2021 at 9% 
and continues to be the outlier when looking at the overall industrial market. The 
Warehouse sector saw a bump up to 4.2% at the end of the 4th quarter 2021 from 
3% at the end of the 3rd quarter 2021, which is directly related to newer industrial 
product being released to the market for pre-leasing. 

The Colorado Springs Industrial market recorded negative 62,583 square feet of 
overall net absorption during the 4th quarter 2021 and saw a total of 327,430 
square feet of industrial product delivered.  Although we have seen more delivers 
and industrial starts through 2021, we will still feel the effects of the high demand 
for new product through 2022.  Also, many of the new delivers are larger facili-
ties ranging in the 60,000 to 200,000 square foot range, but we really need some 
smaller product to be delivered to fill the gap for smaller industrial users. 

                    
       continued on page 2...

The Colorado Springs Industrial Market 
experiences yet another very strong year 
throughout 2021.



Industrial Market Report • 4th Quarter 2021

INDUSTRIAL TERMS AND DEFINITIONS
Total SF: Industrial inventory includes all multi-tenant, single 
tenant and owner occupied buildings at least 10,000 square 
feet.

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

Vacancy and Availability: The vacancy rate is the amount of 

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.

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

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 ac-
curacy thereof.
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The average asking rental rates for the Industrial market wave increased to $10.51 per square foot (NNN) at the end of the 
4th quarter 2021. Both the Flex and Warehouse sectors increased throughout 2021 recording $9.75 per square foot (NNN) 
for the Warehouse sector and $12.06 per square foot (NNN) for the Flex sector at the end of the 4th quarter 2021.  

The 4th quarter 2021 saw a total sales volume of $45.7 million with an average sales price of $143 per square foot.  Of the 
sales that took place in the 4th quarter 2021 it was about split in half for investment sales versus owner user sales, but a 
large majority of the sales were of properties under 20,000 square feet.

We don’t expect much change to take place going into 2022 for the Colorado Springs Industrial market and expect it to re-
main a very competitive market.  We may see, however, a slight drop in overall sales as we wait to see how the interest rates 
are impacted at the beginning of the year and as tax rates for 2022 are defined.  We should see a continuing rise in rental 
rates as we have seen over the past few years which is largely due to the continuing rise in construction costs.
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KEY TRANSACTIONS

Vacancy Rates

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

      Completed             Absorbed

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

At the end of Q4 2021, ‘Livability.com’ 
rated Colorado Springs the 9th best small 
to medium city in which to live in these 
times of remote work. This desirability 
has caused an inmigration, supporting 
recovering brick and mortar retail.
The Fourth Quarter was truly about the results of the biggest shopping season 
of the year. Nationally, anticipation was high. “Retail sales continued to grow in 
November, putting the 2021 holiday season on the home stretch for record spending 
despite inflation, supply chain disruptions and COVID-19…” wrote the National Retail 
Federation. Shopper demand proved the prediction to be correct. “Retail sales during 
2021’s November-December holiday season grew 14.1 percent over 2020 to $886.7 
billion.” (NRF)

Once again, Colorado Springs followed the nation. Average asking base rents, which 
had dipped 1% from Q2 to Q3, rose 2% in Q4, from $14.82 NNN to $15.05 NNN. 
Demand for retail has been augmented by inmigration. Lifestyle and access to outdoor 
recreation, as well as apartment rents 30% lower than the Denver market have 
brought an .87% increase in population year over year. Unemployment has gone from 
11.8% in Q2 2020 to 4.3% Q4 2021. Retail benefited.

Vacancies as well dropped. A drop of 17% from Q2 (5.99%) to Q3 2021 (4.95%)  was 
added to in Q4 when vacancy dropped to 4.75%, another 4%. Absorption again was 
substantial at 278,591 SF. Net Deliveries of 20,125 SF reflected the last few years of 
pandemic. Smaller and local retailers still have hesitancy regarding expansion as covid 
variants linger.

Retail sales continue to recover. The average sales price per square foot rose from 
$179 PSF in Q3 to $186 PSF by the end of 2021. Sales for the year were $408M, 
with the average market CAP rate falling from 7.5% to 7.4%. A further recovery in 
sales, investment and user, is expected in 2022 as the markets recover, but the Fed 
announcing interest rate  increases as of March will impact the market.

Baker Music, LLC
Leased

15,244 SF
At

4440 - 4474 Barnes Rd

Spring Power, LLC 
and Miki, LLC

Purchased
5825-5885 Stetson Hills Blvd

From
SP Retail, LLC

for
$9,800,000

Jewel Square, LLC
Purchased

Circle Square Shopping Center
From

Nextel Janitell Holdings, LLC
For

$9,600,000
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Source: CoStar

KEY TRANSACTIONS

Average Capitalization Rates
Closed Sales

Average Price Per Square Foot

      Office                Industrial              Retail                All

Property Sales Volume

     Office                 Industrial               Retail               All

Sales of investment properties in Colorado 
Springs increased significantly in the 4th 
Quarter with all market sectors seeing high 
levels of investment activity.

Investors were on a buying spree the 4th Quarter of 2021 fueled by low interest rates 
and motivation to place funds before interest rates start to climb in 2022.  Colorado 
Springs is a target market for capital deployment with continued population, job 
growth and strong market fundamentals.  

Sales of office properties were strong despite slower absorption of space as compared 
with other market sectors.  Investment groups acquired well located Class A and B 
properties betting on continued market growth and appreciation in value. Several 
national and regional investment groups have demonstrated their confidence in the 
Colorado Springs market by making multiple office property acquisitions in 2021.  

The industrial market continues to be very strong with Colorado Springs viewed as one 
of the target markets for distribution along the Front Range.  Values of both existing 
and newly constructed warehouses have surged as low vacancy and the cost of new 
construction have driven lease rates higher.  Multiple new distribution facilities are 
either planned or under construction in the north I-25 corridor and airport area.  
The airport area continues to be a rapidly expanding market with new warehouse/
distribution, hotels, office and retail either planned or under construction.  

Sales of multifamily assets topped $300 million in El Paso County in the 4th quarter.  
Demand is still outpacing supply and rental rates are again expected to rise in 2022 
although in more moderation than 2021.  Investors are willing to purchase at record 
low cap rates resulting in escalating values. Costar reports average cap rates of 
4.3%.   Stratus Apartment Homes, 4255 Airport Rd., 216 units, sold for $45,800,000 
($212,037/unit) to an investment group from California.  The property was built in 
1973 and renovated in 2015.  Cap rate was reported to be 4%.  The Vue at Spring 

KEY TRANSACTIONS
Broe Real Estate Group

purchased
260,046 SF

Portfolio - 3 Office Buildings
2025 Research Pky
2075 Research Pky

1755 Telstar Dr
Colorado Springs, CO

From
Unilev Management Company

Office
$33,250,000 ($127.86/SF avg)

Boyd Watterson Asset Management
purchased
64,455 SF

GSA Building
1555 N Newport Rd

Colorado Springs, CO 80916
from

Realty Income Corp
Industrial

$13,750,000 ($213.33 psf)

Roth Industries
purchased
44,934 SF

1820 Jet Stream
Colorado Springs, CO 80921

from
Biblica, Inc

Office
$9,000,000 ($200.29 psf)
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Investment Market Report • 4th Quarter 2021
Colorado Springs, CO

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 

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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Creek, 280 units, sold for $82,500,000 ($294,643/unit) to an investment group from California.  The property was built in 1986 and 
renovated in 2012.

Retail investors are focused on both acquisitions of stabilized properties with long-term credit leases and older properties that have 
potential for re-adaptive uses.   Rapid new retail development is occurring in the areas of significant population growth, particularly 
in the NE area.  Investors are buying properties with long-term leases in these areas with cap rates often below 6%.   Redevelopment 
of older, existing properties will continue to attract buyers looking for opportunities to reposition assets.  

Forecast

• Interest rates are projected to increase as early as March 2022 with three to four potential increases in 2022.
• Cap rates are expected to remain stable in early 2022 but may be affected by rising interest rates in the second half of 2022.
• Investment activity will remain strong in 2022  barring major policy decisions by the federal government that could negatively 

impact the economy.




