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FIGURE 1

NAIOP CRE Sentiment Index

Survey Conducted October 3-18, 2022
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KEY FINDINGS

The NAIOP CRE Sentiment Index for Northern Nevada in October 2022 is 44. The score
obtained by NAIOP’s national survey for the same period was 47. This reading suggests that
respondents expect conditions to be unfavorable for commercial real estate over the next
12 months, slightly less so locally.

Respondents expect higher interest rates, higher cap rates, and a decrease in the
supply of equity and debt over the next year.

Respondents predict a sharper increase in cap rates and greater contraction in the supply
of equity and debt then seen in the previous year (see Figure 3).

Their outlook for occupancy rates, face rents and effective rents is also less
optimistic, though they still expect rents to grow (see Figure 2).

Respondents also expect a deterioration in general industry conditions over the next
12 months. The score for general industry conditions (30) is calculated separately from the
CRE Sentiment Index and may reflect respondents’ outlook for other factors that affect the
commercial real estate industry, such as macroeconomic conditions. The national score for
the same period was 39.

The only positive development in the October survey is that respondents expect a
slower pace of construction cost inflation over the next year. Rising interest rates
appear to have dampened inflation expectations. Respondents predict that construction
material and labor costs will continue to rise but at a slower rate than was seen in 2022.
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KEY FINDINGS (CONT.)

Despite a more pessimistic outlook for development conditions, developers plan to
maintain recent deal volume over the coming year. Developers and building owners
plan to complete about the same dollar volume of new projects and transactions over the
next year as in the past year. This may reflect greater optimism for the sectors and markets
they are active in than for the commercial real estate industry as a whole.

Most respondents (70%) expect to be most active in projects or transactions related
to industrial properties over the next year. Multifamily properties attracted the next-
largest share of interest (43%), followed by office and retail properties (10% each).

FIGURE 2: SENTIMENT INDEX COMPONENT SCORES:
OCCUPANCY, RENTS, CONSTRUCTION COSTS
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FIGURE 3: SENTIMENT INDEX COMPONENET SCORES:
EQUITY, DEBT, CAP RATES, EMPLOYMENT
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DIRECT FROM SURVEY PARTICIPANTS

“We will see a moderate slow down in institutional development in the manufacturing and
retail sectors. Non-institutional development in these sectors will likely remain steady or
dip slightly.”

“The biggest question mark is where rates will be in a year from now, and what impact, if
any, rising rates will have on inflation. Buying power will be reduced due to rising interest
rates, compounded with higher inflation, a slow-down is inevitable.”

“Hyper increases in interest rates will cause exponential chaos and market shock. We
haven't seen this type of hyper shock in 50 years.”

“We work with a variety of clients who want to get their employees back in the office and
utilize their real estate the best they can.”
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PROJECT REGIONS

Survey respondents were asked to select the regions in which they work. The below
illistrates the number of responses per market.
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