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Closer Look

By David A, Kelso

espite the sage motto,
"seeing"” should not always
mandate “believing.”

Literally a mountain of surveys and
reports pose a chilling requiem for the
office and industrial real estate mar-
ket, not only in Somerset County, but
In business centers across the nation,

The bad news literally includes
the fellowing:

A new report by Stevens Institute of
Techmology warns that New lersey is
losing its technology base, particularly
in start-up businesses, to hungry
regions like California and Texas, This
Is triggering a brain- and Jok-drain in
the Garden State. A subseguent dami-
na impact would wipe out tax rev-
enugs the state can Il afford to lose.

One poll finds that less than 30 per-
cent of executives cite New Jersey as a
gead place to do business,

The above conclusion is conslstent
with national surveys that count New
Jersey as one of the five worst states
for business operations,

The Associated Press has just report-
ed the state’s economic growth has
declined to the slowest rate in five
years, measurad by increasing initial
unemployment claims and falling
heusing permits.

Eupensive housing is driving young
people away and slows the influx of
athers, Construction costs and materi-
aks have soared. A big bite of the
building price tag s compliance with
the onerous regulatory process, Simply
put, we are seeing a lot of bad news.

But remember, seeing s not always
believing. The good news side of the
ledger has a positive presence, as
well, While recent years have presant-
ed a difficult leasing market, the last
three quarters hawve demonstrated

positive office space absorption in
Somerset County. This past summer
has been quite active, with inguiries
fram prospective tenants and leasing
activity, A big note of encouragement
has been space requirements from
existing tenants.

Temant retention is just as vital as sign-
ing new tenants. A key to retention, In
adcition 1o contralling costs, is effective
property managemant. At lliva Saronno
wi manage our own buildings and firm-
ly believe this gives us a solid advantage
in maintaining engoing healthy rela-
tionships with our tenant basa, Tenants
like the idea of "hands on owners,”
because they can communicate directly
with the ownership and get faster
responsas to problems or questions.

On the local level we see a positive
increase in those shopping for office
space from a diverse cormmunity of
business segments, including Insur-
ance, finance, medical uses, techicom-
puter software developers and com-
mumnications. These range from smaller
firms to Fortune-pedigree companies.
Regional and local companies are visl-
ble in the ik for space requirements,

There |5 no question the office vacancy
rate in Somerset County is still high, in
the 20 parcent range. But it is improving
thanks to a number of recent leasing
transactions in the &0,000-square-foot
to 100,000-sguare-foot range. This &
proof that decision-makers still are
pushing forward despite warrisorms fac
tars, such as the spike in oil prices and
the ongoing terrorism menace.

In a perfact world a booming econo-
my would generate substantial
employrment and put workers in those
emply office bulldings. But in this
imperfect world, job growth has been
consistent, but slow, The state also has
lost some long-revered major employ-
ers and the recent Lucent merger
threatens to significantly further whit-
tle down the New Jersey payrall.

Howevar—and perhaps as a result—

one trend taking shape is the conver- |

sion of obsolete, surplus office build-

ings to other uses. That has already |

begun to trim the office imentory,
Wiz also have said for years that gov-
ernmant must help the commercial
real estate industry recover by
becoming a fadilitator rather than an

obstacle. The good news is that is
happening as Governor Corzine has
recently anncunced the launching of
public/private investment partner-
ships designed to have a 31 hillion
impact on the state sconomy withouwt
additional taxes or public borrowing.

Meww Jersay has a virtually untapped
resenvioir of brainpower in our cutstand-
Ing college and wniversity community.
With government cheerleading, we
coukd harmess such resources 1o address
sorme of the state’s economic problems,

It weas heartening to read In the press,
sgain just recently that Hackettstown-
based Centenary College will now host
the Small Business Developmant
Center, This facility will provide man-
agement assistance to ocurrent and
prospective business owners in Morris,
Sussex and Warren Counties. This is
part of a network administered by the
LS. Srall Business Administration.

This welcomed publicfprivate part-

institution has housed such a region-
al center. Obviously, the real estate

industry applauds small business
expansion, which has the potential
for using both offices and industrial
space whan growth oocurs,

Despite the “slings and arrows” of
changing market conditions, the value
of commarcial real estate assets is con-
tinually on the rise. My firm recenthy
unveiled an offering for private and
Institutional investors, Our goal was to
capitalize i order to fund acquisitions
for future real estate investmant. The
response B enthuslastic because savvy
investors realize that despite periodic
red tides, good real estate assets will
weather any storm.

And that you can both see and
believe. &
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