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of Everett, Lynnwood, Edmonds, Monroe,
Snohomish, Mountlake Terrace, Mill Creek,
and Marysville/Arlington.

Cypress Equities has signed a ground lease
for the Lynnwood High School property to
develop a large mixed use project, which
will likely feature expansion of the lifestyle
center across the street north of
Alderwood Mall.

Powell Development is developing a
463,000 s.f. retail center anchored by
Costco and Target (both opened in 2006)
at the Smokey Point intersection on
Interstate 5 in Arlington.

Safeway and TRF are co-developing a
new neighborhood center between Mill
Creek and Snohomish, situated at Puget
Drive and 132nd. This will contain 82,600
s.f. total, including a 65,000 s.f. Safeway,
17,000 s.f. of shops, a restaurant and

gas pad.

Wal-Mart opened a new store in South
Everett on Evergreen Way, just north of
Airport Way.

Pierce County Review

Pierce County (766,642 population/$62,705
average household income) includes the cities
of Tacoma, Puyallup, Lakewood, Sumner,

DuPont, Fife, and Gig Harbor.

A new Wal-Mart Supercenter is nearing
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completion on Meridian East in South
Puyallup. Several outparcels are being
developed with convenience retail.

Also in South Puyallup, construction is
pending on Tarragon s Sunrise Village, a
new 550,000 s.f. development to include a
Target and home improvement store.

The Uptown Gig Harbor Lifestyle center,
which will contain 175,000 s.f. of new retail
to be anchored by an 11-screen Galaxy
Theater, is proposed with ground breaking
scheduled for 2007.

Retail activity remains strong along the I-5
corridor due to steady population growth
between Portland, Seattle, and Vancouver,
B.C., as well as in Kitsap County (241,196
population/$68,626 average household
income), directly west of Seattle, across Puget
Sound. The I-5 corridor includes Whatcom
County (182,534 population/$58,305 average
household income), Skagit County (113,129
population/$62,604 average household
income), and Thurston County (229,500
population/$68,594 average

household income).

In 2006, First Western Development
completed the 600,000 s.f. Lacey
Marketplace, which is anchored by Costco
and Home Depot.

Across |I-5 to the north, Cabela’s has
announced a new 185,000 s.f store to be
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built in 2007.

In Olympia, the West eld Shoppingtown

Capital Mall is adding a 16-movie theater

and a 140,000 s.f. addition known as
The Promenade .

In Silverdale Barnes & Noble acquired the
Gottschalk s building at Kitsap Mall, for
expansion and relocation and added
Cost Plus World Market.

In Poulsbo, First Western Development
completed a decade long process of
entitlement for their College Marketplace.
Wal-Mart, Home Depot and some
additional shops are open. Of ce Max is
getting ready to add a store there.

Investment activity remained strong. Kimco
completed their acquisition of Pan Paci c,
which included 16 centers in Washington.
Kimco plans to retain 10 to 12 of these centers
and resell the balance. Washington retained
centers valued at $316 million at 6% cap rate.
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Seattle Real Estate Market Review

he regional economy has shown impressive growth during the past

twelve months. Both Boeing and Microsoft have been steadily
adding to their local workforces and overall, the state has added
more than 60,000 jobs during 2005. The region’s population
has grown by over 20% during the past decade, and the average
personal income continues to rank as one of the highest in the nation. As a
result, many national retailers have targeted the Seattle area for expansion.

In general, well-located retail centers are

experiencing very low vacancy levels. The
vacancy rate for the region has remained

very stable over the last two years at just

under 4%.

Retail development activity has picked up in
the three-county Seattle market, as 557,891
s.f. of new retail space was completed during
2006. In addition, 2,812,390 s.f. of new retail
space is currently under construction and
several signi cant projects are poised to break
ground in early 2007.
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Il Net Absorption

Retail rents are expected to trend upward for
the next six months. Retail rents in the Seattle
CBD range between $35 and $75/s.f./year,
NNN and rents in suburban grocery anchored
centers range between $20 and $40/s.f./year,
NNN depending on property location

and condition.

The three-county Seattle market has a core
population of 3,225,464, an increase of
23,452 people during 2006. King County s
current population is 1,797,155, an increase
of 20,267 people during 2006, with an
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Forecast
OVERALL MARKET ~ CURRENT  PROJECTION
Vacancy 3.88% '
Construction 2,812,390 s.f. ‘
e ey
Absorption 1,823,882 s.f. —
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Seattle’s regional economy continues
to demonstrate strong growth and is
expected to continue to outpace the
national economy over the next

few years.

New retail development is following
residential growth in outlying suburbs.
In urban core areas, new retail
development is being focused on
higher density projects, often mixed-
use with residential components, due
to high cost of urban land.

Retail sales growth in the Puget Sound
region was nearly 8% during 2005 and
is expected to top 6% during 2006

and 2007.

Due to a statewide employment growth
rate that is double the national average,
the State of Washington Office of
Financial Management is forecasting
that the State population will increase
by over 100,000 people each year
through 2010.






