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Market Analysis of South Gateway Node
CHAPTER I
INTRODUCTION AND PRINCIPAL FINDINGS,
CONCLUSIONS AND RECOMMENDATIONS
INTRODUCTION AND PURPOSE
This report summarizes the market assessment that Gruen Gruen + Associates (“GG+A”)
conducted of the South Gateway Node in Brookfield. Map I-1 on page 2 shows the
boundaries of the study area. This research is part of a program to formulate a neighborhood
plan for the South Gateway Node. This report presents the key findings and conclusions of
the market assessment.
WORK COMPLETED
To accomplish the study objectives, GG+A analyzed a variety of data sources and
conducted primary research, including the following tasks:
1. Inspected the South Gateway Node and conducted interviews with City of
Brookfield and New Berlin staff, managers of hotels, restaurants, shopping centers
and apartment projects in Brookfield and New Berlin, and real estate brokers and
developers;
2. Obtained and analyzed real estate inventory and demographic data; and
3. Synthesized the results of the primary and secondary research and analysis and field
inspections in order to reach conclusions about the potential opportunities and
constraints affecting demand for space in the South Gateway Node.
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MAP I-1: South Gateway Node Study Area
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PRINCIPAL FINDINGS AND CONCLUSIONS
PRIMARY ADVANTAGES
The primary advantages associated with the South Gateway Node include the following:
·

Proximity and accessibility to Interstate 94;

·

Proximity and accessibility to Brookfield Square Mall and other nearby shopping
and services, including hotels and restaurants within the South Gateway Node;

·

A high volume of traffic passes through the South Gateway Node; and

·

A safe and secure location near high income households and a large employment
base.

PRIMARY DISADVANTAGES
The primary disadvantages include the following:
·

The presence of Interstate 94 just north of the South Gateway Node serves as both a
physical and psychological barrier to some prospective visitors and shoppers (our
interviews indicate that some local households and employees are unaware that the
South Gateway Node is even a part of Brookfield); and

·

The South Gateway Node is near but not next to well established large
concentrations of retail and workplace clusters and the south-north divide created by
the presence of Interstate 94 makes it challenging to create linkages with these
clusters.

MARKET CONDITIONS AND OPPORTUNITIES
HOTEL
·

The interviews with hotel managers indicate that hotels primarily compete for guests
and if applicable, users of meeting space, with hotels in Brookfield, Wauwatosa as
well as in Waukesha.

·

Business travelers and convention/conference attendees comprise the major sources
of demand for room nights and meeting space. Leisure travel generates relatively
greater room night demand on weekends, especially during summer months.
Companies located in Brookfield, New Berlin, Wauwatosa, and West Allis generate
demand for hotel rooms and meeting space. One major area corporation has been an
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important demand source but has significantly curtailed travel and meeting activities
due to the recession and credit crunch. Other businesses have also curtailed travel
and meeting expenditures.
·

Occupancy rates and average daily rates have declined due to the recession. Prior to
the downturn, occupancy rates for the overall base of hotels that prevailed 2006
through 2008 approximated 65 percent and average daily rates increased over the
period. These rates suggest that market demand was sufficient to support the feasible
operation of the existing hotel base.

·

Current average occupancy rates have declined by six to ten percentage points.
Average daily rates have tended to decline in order to maintain occupancy.

·

Proposed new hotel supply in New Berlin and Brookfield, if built, will likely impact
the obtainable occupancy and average daily rates of the existing hotels in the South
Gateway Node.

MULTI-FAMILY
·

Major sources of demand for multi-family uses in and near the study area include
smaller-sized, younger-age, and older-age households.

·

The primary market area from which households have or will move to multi-family
uses in or near the South Gateway Node include the communities of Brookfield,
New Berlin, Pewaukee, and Wauwatosa.

·

Apartment uses in the South Gateway Node compete for occupants with apartment
projects in Brookfield and New Berlin.

·

Higher-end products like the Club at Brookfield Hills located in the South Gateway
Node attract a variety of household types, most of whom, in addition to having no
or few children, have higher incomes. Households attracted to the project include
those which moved to the project because of job transfers, because of divorce, or
due to the trade down in size (but not in quality) from a single-family home, or for
other lifestyle reasons.

·

The South Gateway location appeals to households whose adult members may work
in different communities east and west of Brookfield.
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We believe that market demand can support the absorption of additional multi-family rental
and for-sale units in and near the South Gateway Node. The rationale for this conclusion
includes:
·

The high occupancy rates and rental rates for The Club at Brookfield Hills, the
resort-style, high-end project and the persistently nearly100 percent occupancy
rate for the Deer Creek Run apartment project just south of the Node on
Moorland Road in New Berlin and the high occupancy rates maintained by the
Sanctuary Apartments in New Berlin about one mile south of the Node;

·

The advantages of the location due to proximity to transportation links,
shopping, restaurants and services, the presence of the Brookfield Hills Golf
Course, and the desirable cachet of a Brookfield address;

·

Secondary demographic forecasts indicate that for the geographic area from
which most renters are likely to originate (approximately five miles around the
study area), the number of households occupying rental housing product is
projected to increase by 900 households (or approximately 180 per year) between
2008 and 2013; and

·

The findings of potential Citywide average annual demand for multi-family units
of approximately 75 units drawn from the housing analysis completed in 2008.1

·

Market demand potential exists to support an expansion of higher-end
apartments linked to The Club at Brookfield Hills development. Market demand
will also support a less amenity-laden rental development offering units at lower
prices. A multi-family, for-sale product with smaller-sized units (averaging 1,500
square feet or less) with unit prices of $200,000 to $300,000 would likely appeal
to smaller-sized households, including households with members in the early
parts of their employment careers working in Downtown Milwaukee, Brookfield,
Wauwatosa or elsewhere in the County and empty-nesters and retired
households which may live outside the area part of the year.

RETAIL
·

Future retail development opportunities in the South Gateway Node are likely to
be smaller-scale and convenience-oriented in nature, relying predominately on
drive-by traffic, local hotel visitation, and the nearby household and employment
base. To succeed, future retail development opportunities will need to capture
expenditures from commuters, visitors to local hotels and the Brookfield Hills
Golf Course, and residents in the vicinity and workers from nearby employment
centers.

1

“The Demand for Housing in the City of Brookfield”, Gruen Gruen + Associates,
March 2008.
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·

The primary trade area is circumscribed by its proximity to other nearby
shopping locations offering similar shopping opportunities as well as the
relatively complete supply of regional- and community-serving retail and
restaurant uses located less than one mile north at Brookfield Square Mall and
along Bluemound Road.

·

The primary trade area currently served by retailers in the South Gateway Node
approximates a five-to-seven minute drive-time. The primary trade area extends
approximately one to two miles and is generally bounded by Interstate 94 to the
north, Elm Grove Road to the east, Lincoln Avenue to the south, and Brookfield
Road to the west.

·

The primary trade area is estimated to currently include approximately 157,000
square feet of space, much of which is comprised by the Brookfield Marketplace
neighborhood shopping center. Nearby clusters of retail and restaurant space at
National Avenue and Moorland Road in New Berlin and the intersection of 108th
Street and Greenfield Avenue in West Allis prohibit South Gateway retail uses
from capturing shoppers beyond the immediate vicinity.

·

The retail expenditure potential attributable to primary trade area households,
hotel visitors, and local daytime workers is estimated to approximate $93 million.

·

Under a sales threshold of $350 per square foot, the expenditure potential is
capable of supporting approximately 270,000 square feet of retail space.

·

The estimated relationship between the demand for and supply of retail space
within the primary trade area indicates that approximately 70,000 to 110,000
square feet of unmet demand is likely to exist within the primary trade area
between 2008 and 2013.

·

If the South Gateway Node is able to capture approximately one-fourth of the
unmet demand estimated to exist over the next five years, this would equate to
approximately 20,000 to 30,000 square feet of additional retail and restaurant
space being supported. We estimate that at least a 25 percent capture rate is
attainable given the above-average visibility and accessibility to Mooreland Road
and Greenfield Avenue (which serve as major north-south and east-west
thoroughfares), the high traffic volumes through the South Gateway Node, the
travel patterns of local commuters, the potential additions to the household base
in the Node, and the proximity to hotel uses generating visitation to the area.

OFFICE
·

Office space users considering locations in the greater Brookfield office market
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focus on buildings in the Executive Drive submarket or in locations or projects
including Bishop’s Woods, Bluemound Road, Brookfield Lakes, Crossroads,
Stoneridge/Riverwood/Ridgewood. The South Gateway Node is not an
established location for office users.
·

The nearby Executive Drive submarket offers the same or better accessibility,
labor force access, housing, support services, but also provides better visibility to
Interstate 94 and benefits derived from a large concentration of office space
immediately adjoining a large mix of hotel, restaurant, shopping and other
support services.

·

The South Gateway Node is close to but not sufficiently close to the Executive
Drive submarket to readily link with it.

·

Some properties in the South Gateway Node are reportedly affected by soil
problems which may preclude the cost-effective construction of below grade
parking or multi-story structures.

·

The greater Brookfield office market contains over 4.2 million square feet of
office space. The vacancy rate at the end of fourth quarter 2008 totaled 16
percent. Absorption for 2008 was negative at approximately 107,000 square feet
of space. The vacancy rate at year-end in Class A space was over ten percent
while the Class B vacancy was over 19 percent.

·

Large blocks of space remain available in two Executive Drive office buildings.

·

Current annual net rents (excluding property taxes, insurance, and operating
expenses) for Class A space averages $12 to $15 per square foot, while Class B
gross rents (including property taxes, insurance and operating expenses) are $17
to $19 per square foot. Class A office space net rents are no higher today than
rents that prevailed in 2001 or 2003, or even in 1998 prior to the recession early
in the decade.

·

Market rents are presently too low to support the feasible development of midrise or higher-story office buildings.

·

Future office space developed at Ruby Farms located between Bluemound Road
and Interstate 94 is positioned to compete for new demand for Class A office
space that will arise when the recession ends and employment growth resumes.

·

Market opportunities for office space in the South Gateway Node are likely to
center on office users which require and benefit from “retail exposure” to the
high volume of traffic on the arterial roadways and proximity to Interstate 94.
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Examples of potential users include bank branches, outpatient clinics,
oral/cosmetic surgery offices, and chiropractic or dental offices.
·

Single- and two-story office space is likely to be more feasible to privately
develop than mid-rise or higher-story office space.

POLICY RECOMMENDATIONS
INCREASE LINKAGES
Increasing linkages within the South Gateway Node and between the South Gateway Node
and the Brookfield Square Mall/Executive Drive cluster would help both areas and enhance
the sense of community for residents and businesses in the South Gateway Node. By
linkages we refer to connecting and integrating the subparts of areas with physical features
and uses that spillover benefits to adjoining properties. Connecting the trail system to the
Mary Knoll Park so that residents of properties within the South Gateway Node could walk,
jog or bike to the Park would also be beneficial.
In addition to preserving linkages via automobile, enhancing or creating linkages via
pedestrian/bicycle modes to workplace and shopping/restaurant clusters both within and
between the South Gateway Node and the Brookfield Square Mall/Executive Drive cluster
would be appropriate.
Increase promotional and marketing linkages between the
Brookfield Square Mall/Executive Drive Node. These
promoting special pricing arrangements for customers of
hotels or local businesses which encourage frequent use
meetings of their employers, vendors or customers.

South Gateway Node and the
could include, for example,
restaurants which stay at area
of area hotels for rooms and

HOTEL
The current recession has significantly reduced the current demand for hotel rooms and
meeting space. The potential development of Deer Creek Inn and Conference Center in
New Berlin (whose construction has not commenced yet and for which financing can be
expected to be difficult to obtain given the national credit crunch and downturn in room
night demand) and the planned 129 room extended stay Hyatt Hotel in Brookfield can be
expected to compete for demands currently served by Brookfield hotels in the South
Gateway Node as well as the Brookfield Sheraton just north of the Node.
To ward off the effects of both the general demand downturn as well as help position the
hotels to withstand the competition from potential supply additions and to prepare for an
eventual demand rebound, it would be worthwhile to identify options for encouraging
existing hotels to update and make improvements in their facilities so they can compete on
factors in addition to price. Renovating and redecorating rooms and common areas when
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not all rooms are needed to serve guests because of the recession would be ideal. Investigate
the potential for loans, grants, or other tools available from local, county, or state entities to
incentivize hotel owners to improve their properties.
Another option to consider is whether more captivating and informative signage could be
appropriately designed and installed to attract the attention of Interstate 94 travelers.
Especially creative advertising and increased promotional activities and events will also be
needed to help limit the adverse impact of the downswing in business room night and
meeting facility demand.
MULTI-FAMILY
When the recession ends and the housing market recovers, multi-family product (rental and
for-sale) will be market responsive (especially as the result of the currently deep recessionary
environment in which many older households have experienced declines in the values of
their assets, including retirement funds, and younger households will be reluctant to expend
too much on housing due to the possibility of a decline in the number of household
members who work due to family commitments or job displacement. Some younger
households will also have other debts such as student loans and/or automobile loans which
serve to limit what such households expend on housing).
To facilitate the development of attractive multi-family products that will convince
households to move, but also be profitable to develop and maintain well may require a
higher density than the current standard of 5.8 units per acre, a floor area ratio of 20 percent,
and a height limitation of 35 feet, which in essence equates to two stories. The proximity to a
major arterial roadway and Interstate 94, commercial services and workplaces makes the
South Gateway Node a logical location for relaxing these restrictions from design and
market/financial feasibility perspectives.2
We understand that there is precedent in other Brookfield nodes or Targeted Investment
Areas to approve higher density multiple family residential projects, such as Georgetown
Square. Similar reasons were cited in the granting of higher density for these projects.
2

The implementation of Brookfield’s Transportation Plan will enhance access to the study area
and reduce traffic congestion during peak hours. While the interviews conducted did not
indicate current traffic conditions are a significant constraint or disadvantage, in the absence of
roadway improvements along Moorland Road and the reconfiguration of the I-94 and
Moorland interchange and other improvements related to Calhoun Road, traffic congestion is
expected to considerably increase by 2020.. It is difficult to anticipate how the estimated
increase in traffic congestion in the absence of the implementation of the Transportation Plan
will affect the study area. This is because other existing advantages or those created in the
future, including market responsive housing products, enhanced hotels and commercial
services still proximate to transportation links, may offset the disadvantage of increased peak
hour congestion. The land use or real estate product that can be expected to be most
negatively impacted by increased peak hour traffic congestion would be multi-story office
building space. As described in this report, other constraints limit the market potential of this
use.
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A potential location within the South Gateway Node for additional multi-family uses
includes an underutilized site (pictured below) adjoining Greenfield Avenue just west of the
Club at Brookfield Hills. The location includes two parcels of approximately 10-acres3.
Adjoining uses are residential and existing multi-family units are situated directly east of the
site.
MAP I-2: Potential Location for Additional Multi-Family Uses

RETAIL
Encourage the attraction of retail/restaurant or service uses that appeal to visitors, residents,
and area workers. A variety of additional food uses, including coffee or espresso shops (with
WIFI Internet connectivity so hotel visitors and others can make the most efficient use of
their time) and take-out restaurants, which typically have lower parking requirements than
full-service restaurants, would serve the employment- and household-base as well as visitor
markets.
A Jazz brew pub (perhaps located at the site of the fire station), delis that offer organic
produce and takeout, and a fitness/health club are examples of uses that would appeal to
multiple customer markets: residents-, workers-, and visitors.

3

According to Waukesha County’s on-line GIS mapping server.
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OFFICE
Signage policies for office users should take into account the need to benefit from the
“billboard effect” of exposure to a high volume of traffic and that many office users
attracted to locations within the South Gateway Node will have needs for visibility similar to
retailers.
RECOMMENDATIONS ABOUT FIRE STATION SITE
The fire station property owned by the City of Brookfield, along with one other residential
property, comprise approximately two acres of land on the northeast side of Moorland Road
and Hackberry Lane, near Interstate 94. Assuming that the eventual reconfiguration of the
Moorland-Interstate 94 interchange does not require the State to exercise its rights of
eminent domain to condemn the land for the reconfiguration of the interchange and
associated roadway improvements, potential uses for the property could include smallerscale office space, restaurant (entertainment) space, or freestanding commercial space.
To maximize the amount of revenue that the City can obtain for the surplus property and to
create the best plan for the land that maximizes spillover benefits to adjoining or nearby
property, the City should encourage the participation of the adjoining property owner in the
redevelopment process so that site is assembled and subject to a coordinated, unified
development program.
In addition, to obtain support from the community and avoid a price discount due to risks
and costs associated with obtaining development approvals, prototypical development
envelopes or development scenarios (including land use, building type, parking
arrangements, and project size) representative of the types and scales of uses that would be
acceptable should be identified. The real estate economics of the development alternatives
should be evaluated in order to establish a floor of value and demonstrate feasibility and to
identify if policy actions are available to increase feasibility, supportable values, and spillover
benefits. Focus panels with developers should be held to test market opportunities and to
refine the development concepts and project parameters. Those development scenarios that
meet the tests of feasibility can then be reviewed with the community in order to select
preferred options.
After formulating a feasible development program and obtaining community support, the
City would then be in the position to solicit competitive offers for the property through the
creation of a solicitation package and process that would include appropriate advertising,
property tours and informational conferences with potential buyer-developers, signage, and
an appropriate process for evaluating offers and negotiating and implementing a
development agreement.
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CHAPTER II
THE MARKET FOR HOTEL USES
INTRODUCTION
GG+A was able to obtain cooperation from all but one hotel in the South Gateway Node
and Brookfield Square Mall/Executive Drive area to participate in an interview/survey
conducted by GG+A. The four participants represent 767 hotel rooms, ranging from 104
rooms to 389 rooms. Meeting space at the participating hotels range from minimal amounts
to approximately 19,000 square feet. The ages of the hotels range from 10 years to 37 years.
The results of the hospitality survey are summarized below.
SUPPLY COMPETITION AND PRIMARY SOURCES OF DEMAND
The hotels compete for visitors and if applicable, users of meeting space, with other hotels in
Brookfield, Wauwatosa, and in some cases with the Country Springs Inn in Waukesha which
has about 40,000 square feet of meeting space.
The primary market area served includes Brookfield, New Berlin, West Allis, and
Wauwatosa.
For hotels with meeting space, meetings and conventions generate
approximately 30 to 40 percent of room night demand. Corporate or business travel
demand makes up at least 30 percent of additional demand for those hotels with more than
nominal meeting space, while corporate or business travel makes up 60 percent to 75 percent
of overall room night demand for hotels without much meeting space. Leisure travel
comprises 20 percent to 40 percent of demand for all hotels which participated in the survey.
The local employment base is critical for all hotels. Average daily rates and occupancy rates
are higher for all hotels during the work week relative to weekends. Weekends are busier for
leisure travel in the warm weather months, especially during summer.
OCCUPANCY RATES
Overall Brookfield hotel market occupancy rates are reported to have averaged
approximately 66 percent in 2005 and 2006 and then declined in 2007 to about 65 percent
and in 2008 to 64 percent. The occupancy rates for participating hotels were reported to
have ranged from 64 percent to 82 percent in 2007. The overall hotel inventory average
occupancy rates and occupancy rates reported for individual hotels suggest the existence
prior to the recession of market demand sufficient to support financial feasibility for the
operations of the hotels.
Occupancy rates, however, have been negatively impacted by the recession and the
curtailment of travel and meeting activity by local businesses, including one major
corporation which accounts for significant room night demand (30,000 to 35,000 room
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nights in the market area) and meeting space usage. Average daily occupancy rates have
declined by six percentage points to 10 percentage points so that current demand is unlikely
to be sufficient to support the development of additional hotel space. The average length of
stay has declined and cancellations have increased. Three of the four hotels participating in
the survey have reduced their average daily room rates in order to maintain higher
occupancy rates.
POTENTIAL ADDITIONAL SUPPLY OF HOTEL ROOMS
Interviews with City of New Berlin and Brookfield staff indicate that 534 additional hotel
rooms have been approved at locations close to the South Gateway Node. The Deer Creek
Inn and Conference Center at the southwest corner of Moorland Road and Greenfield
Avenue is entitled for up to 405 rooms and 16,000 square feet of conference/meeting space.
The proposed 129-room extended-stay Hyatt Hotel, located just west of Brookfield Square
on Executive Drive, has also received development approvals.
PRIMARY COMPARATIVE ADVANTAGES
The primary comparative advantages for hotel uses in or near the South Gateway Node
include the following:
·

Proximity and accessibility to Interstate 94;

·

Proximity to a large employment base; and

·

Proximity to other hotels, restaurants, Brookfield Square Mall, and Brookfield Hills
Golf Course.

Visitors using Mitchell Airport are estimated to range from 10 percent to 30 percent of
guests.
PRIMARY CONSTRAINTS
The hotel survey indicates the following represent the primary constraints or disadvantages
that apply to the South Gateway location:
·

The area does not have many significant events and activities that serve to generate
significant weekend leisure travel demand; and

·

While the South Gateway Node adjoins Interstate 94, the visibility to the hotels from
Interstate 94 is not ideal. The survey suggests that prominent gateway signage at the
interchange containing a directory of hotels would be desired by all hotels.
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CHAPTER III
THE MARKET FOR MULTI-FAMILY USES
INTRODUCTION
We conducted site inspections of apartment projects in the market area and directed the
interviews with developers, property owners, and leasing agents toward obtaining
information and insights concerning:
·

the relevant geographic market within which the multi-family uses will compete
for occupants;

·

the likely demographic and employment characteristics of the occupants that
have and are likely to be attracted to multi-family developments in the South
Gateway Node; and

·

the characteristics of the developments within the primary market area, including
occupancy and rental rates.

MARKET AREA AND DEMAND SOURCES
The results of the interviews suggest a primary market area from which households have
moved or will move to multi-family uses in or near the South Gateway Node include the
communities of Brookfield, New Berlin, Pewaukee, and Wauwatosa. Apartment uses in the
South Gateway node compete for occupants with apartment projects in Brookfield and New
Berlin.
As drawn from a synthesis of the interviews summarized below, the demand niche for multifamily uses primarily includes single or dual income households or divorced individuals with
few or no children. The interviews and analysis of supply indicates that a major source of
demand includes smaller-sized, younger-age, and older-age households. Higher-end products
like the Club at Brookfield Hills located in the South Gateway Node attract a variety of
household types, most of whom in addition to having no or few children have higher
incomes. Households attracted to the project include those which moved to the project
because of job transfers, because of divorce, or due to the trade down in size (but not in
quality) from a single-family home, or for other lifestyle reasons. The South Gateway Node
location appeals to households whose adult members may work in different communities
east and west of Brookfield. The developer of the proposed Glen project (just outside the
South Gateway Node), which is planned to include 46-condominium single-level ranch style
units, also expects to attract primarily empty-nester households from Brookfield and nearby
communities.
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CHARACTERISTICS OF EXISTING MULTI-FAMILY RENTAL PROJECTS
GG+A staff toured existing apartment projects located within or adjoining the South
Gateway Node and interviewed representatives of each project. The three projects include
the Club at Brookfield Hills, Deer Creek Run, and The Sanctuary. The characteristics of the
projects are summarized below in Table III-1. Map III-1 shows the locations of the
developments.
TABLE III-1
Characteristics of Apartment Properties Within and Near South Gateway Node
Unit Types
Unit Sizes
2009 Market Rents 2009 Market Rents
# Beds
# Sq. Ft.
$
$ Per Sq. Ft.
Units
Club at Brookfield
1
803-1,099
1,090 - 1,510
1.36 - 1.37
Hills – Pinnacle
112
2
1,032-1,985
1,300 - 2,745
1.26 – 1.38
Club at Brookfield
1
882 – 1,530
1,035 – 1,545
1.17 – 1.01
Hills – Lofts
64
2
1,226 – 1,735
1,455 – 2,055
1.19 - 1.18
Club at Brookfield
1
800 – 1,200
895 – 955
1.12 – 0.80
Hills – Terrace
135
2/3
1,000 – 1,400
955 – 1,300
0.96 – 0.93
Deer Creek Run
1
1,070 – 1,200
845 – 895
0.79 – 0.75
Apartments
2
1,200 – 1,550
950 – 1,090
0.79 – 0.70
112
1/1+den
910 - 1,130
1,050 - 1,210
1.15 - 1.07
The Sanctuary
182
2/2+den
1,165 – 1,422
1,300 - 1,440
1.12 - 1.01

Occupancy
%

96

100
93

Sources: Janacek Investments; Wimmer Communities; Gruen Gruen + Associates.
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MAP III-1: Apartment Properties Surveyed

Based on our interviews and visits to the apartment properties reviewed above in Table III1, the overall inventory of apartment units (totaling approximately 600 units) within and
adjoining the South Gateway area is approximately 95 percent occupied. The significant
downturn in the for-sale housing market has solidified demand for quality multi-family rental
units in the area as leasing activity at the local projects has maintained, or even gained,
momentum.
The Club at Brookfield Hills apartment project includes a total of 311 units. The project
originally opened in 1975. The original units were remodeled approximately six years ago
and the project was subsequently expanded by 176 units to include the Pinnacle and Loft
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complexes. The project as-a-whole includes 44 different floor plans, ranging in size from as
small as 800 square feet up to approximately 2,000 square feet. Monthly rents for the newest
one-bedroom units range from approximately $1.00 to $1.35 per square foot. Rents for the
older one-bedroom units range from approximately $0.80 to $1.10 per square foot. Larger,
newer, two-bedroom units rent for approximately $1.20 to $1.40 per square foot, while twoand three-bedroom units in the Terraces complex rent for approximately $0.95 per square
foot.
According to the developer and leasing manager, overall occupancy is currently at about 96
percent. The pool of renters attracted to the Club at Brookfield Hills tends to be very
diverse, including a variety of household types and ages. The common characteristic is
however the absence of children. Many households include two working members, who
because of the accessibility to Interstate 94, can easily commute to multiple locations
throughout the region. The project competes for renters with the Georgetown Square and
to a lesser extent the Sanctuary and Deer Creek Run projects in New Berlin.
The Deer Creek Run apartment complex, just south of the South Gateway Node along
Moorland Road in New Berlin, includes 112 units ranging in size from approximately 1,070
square feet to 1,550 square feet. The townhome-style complex opened in 1995 and units
include one-and two-bedroom layouts with surface-and below-grade garage parking. The
project has remained nearly 100 percent occupied over the past several years. According to
the developer and owner of the property, this is largely because the owner has elected to
maintain lower than market rents in order to reduce tenant turnover. Current monthly rental
rates for one bedroom units range from approximately $850 to $900 (or $0.75 to $0.80 per
square foot). Monthly rental rates for larger two-bedroom units range from approximately
$0.70 to $0.80 per square foot. Renters attracted to the Deer Creek Run apartments
primarily include:
§

Younger to middle-aged professionals native to the Brookfield/New Berlin area;

§

Corporate transients; and

§

Senior households.

According to the owner, older-aged households (both elderly individuals living alone and
empty-nester couples) comprise the majority of tenants. The project experiences a relatively
low rate of turnover given the preponderance of older-aged renters who generally prefer to
stay in one place and due to rents not being frequently increased. The project competes with
the nearby alternatives including the Brookfield Club and The Sanctuary, but renters
attracted to the Deer Creek Run are typically looking for a lower-cost, quieter, less-active
environment without a full compliment of upscale amenities.
The 182-unit Sanctuary apartment complex located approximately one mile south of the
South Gate Node in New Berlin opened in 1998. A leasing agent for the property indicated
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that the project primarily competes with the Club at Brookfield Hills, Deer Creek Run, and
the Woodlands of Brookfield (located north of Interstate 94). Most renters originate from
within the New Berlin and Brookfield area. The occupancy rate has dropped slightly from
95 percent a year ago to approximately 93 percent today, but the project is still experiencing
a high level of leasing activity and interest from prospective renters. One-bedroom units
range in size from 1,050 square feet to 1,210 square feet with monthly asking rents of
approximately $1.07 to $1.15 per square foot. Larger two-bedroom apartments range in size
from 1,165 to 1,420 square feet with asking monthly rents of approximately $1.00 to $1.15
per square foot. The complex provides upscale amenities such as a community pool, fitness
center, and business center, but does not benefit from proximity to the I-94/Moorland Road
interchange and the Brookfield Square Mall to the extent the Club at Brookfield Hills and
Deer Creek Run do.
FUTURE NEARBY SUPPLY OF MULTI-FAMILY FOR-SALE PRODUCT
GG+A staff also spoke with the developer of the Glen, a proposed 46 single level, ranchstyle condominium unit development on approximately 13 acres of land adjoining Hackberry
Lane, just east of the Brookfield Suites Hotel. The units are expected to range from
approximately 1,137 square feet to 2,000 square feet in size. Units are expected to be priced
in the low $300,000s. Empty-nester households from within Brookfield and in nearby
communities within five to seven miles of the site are expected to be the primary source of
buyers of the units.
Interviews with other developers of multi-family uses (both rental and for-sale) also suggest
potential demand for for-sale units from younger professional households, attracted to the
accessibility of the location, access to services and amenities and lower prices than prices
associated with the typical ½ acre lot, large single-family housing units in Brookfield.
DEMAND ESTIMATES
The ESRI demographic forecast obtained from the City of Brookfield for the five-mile
radius around the South Gateway Node area (which generally encompasses the communities
of Brookfield, New Berlin, West Allis and Elm Grove) indicates that approximately 700 nonfamily (single) households are expected to added between 2008-2013. ESRI’s forecast also
indicates the five-mile market area is projected to add approximately 900 renter households,
or on average 180 per year. A 10 to 20 percent capture rate equates to demand for an
additional 20 to 40 units per year in the South Gateway Node. In its 2008 housing market
analysis for Brookfield, GG+A estimated long term average annual Citywide demand of 75
multi-family units per year.

GRUEN GRUEN + ASSOCIATES

PAGE 18

Market Analysis of South Gateway Node
CHAPTER IV
THE DEMAND FOR ADDITIONAL RETAIL,
RESTAURANT AND SERVICE-ORIENTED USES
INTRODUCTION
To identify the type, scale and mix of additional retail, service and restaurant uses potentially
supported in the South Gateway Node, GG+A interviewed representatives of the existing
shopping centers, retailers, and restaurants within the area and others familiar with the
dynamics of the local market. In addition to our interviews, we toured the local area,
identified other shopping locations likely to compete for consumer dollars, and obtained
estimates of the number of households, employees, household income, and expenditure
potential within the relevant trade area to quantify the scale of demand that the South
Gateway Node can be expected to capture.
RETAIL DEMAND OPPORTUNITIES LIKELY TO BE
GEARED TO CONVENIENCE AND NECESSITY-ORIENTED USES
The South Gateway Node is “betwixt and between” the regional-serving Brookfield Square
Mall area just north of I-94 and existing neighborhood- and community-serving uses located
further to the south and east in New Berlin and West Allis. Our interviews and past research
and experience with the Brookfield Square Mall indicate that the South Gateway Node is not
sufficiently close enough to the existing Brookfield Square/Bluemound Road agglomeration
to capture spill-over demand for additional specialty-oriented retail uses providing nonessential goods. The lack of a large amount of vacant land within the South Gateway Node
also precludes a large-scale retail use. Thus, future retail development opportunities are
likely to be smaller-scale and convenience-oriented in nature, relying predominately on driveby traffic, local hotel visitation, and the nearby household and employment base. To
succeed, future retail development opportunities will need to capture expenditures from
commuters, visitors to local hotels and the golf course, and residents in the vicinity and
workers from nearby employment centers.
PRIMARY TRADE AREA DEFINITION
A primary trade area is the geographic area from which most (i.e., 70 percent or more)
customers of a shopping center or shopping area are drawn. The trade area for any specific
shopping location is a function of the size and tenant make-up of the agglomeration, its
accessibility, and the scale and tenancies available at alternative locations. Therefore, trade
areas are dynamic and tend to change as a function of the type and supply of competing
shopping locations. The travel time people are willing to expend in order to visit a shopping
or business location varies as a function of both the size of the shopping area and the
relative uniqueness of the tenancies and environments available at alternative destinations.
The relative accessibility to the shopping area and ease of getting in, about, and out of the
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shopping area also influence the market area.
The primary trade area is circumscribed by its proximity to other nearby shopping locations
offering similar shopping opportunities as well as the relatively complete supply of regionaland community-serving retail and restaurant uses located less than one mile north at
Brookfield Square Mall and along Bluemound Road.
Geographic Origins and Make-up of Customer Base of South Gateway Retailers
Based on our interviews with the developer of the Pick ’n Save-anchored Brookfield
Marketplace, the Walgreen’s store manager, and a manager of Champp’s restaurant as well as
our inspection of retail supply surrounding the South Gateway Node, the primary trade area
currently served by retailers in the South Gateway Node approximates a five-to-seven
minute drive-time.
Relatively few household shoppers originate from north of Interstate 94. Our interviews
indicate that to some Brookfield households, Interstate 94 represents not only a physical but
also a psychological divide. Household shoppers primarily originate from the northern and
western portions of New Berlin and West Allis and surrounding Brookfield neighborhoods
south of Interstate 94. Retail uses in the South Gateway Node, however, attract workers
from the office parks north of Interstate 94, many of whom do not reside in Brookfield,
when traveling to and from their places of employment. Given the proximity to several
hotels (including a total of 475 hotel rooms), the Moorland Road/I-94 interchange, and
nearby business and office parks, expenditures from area workers and visitors contribute to
local retail and restaurant sales.
Based on a synthesis of our interviews, a review of competing supply locations,
consideration of the advantages and disadvantages found to apply to the South Gateway
Node, and geographic and transportation access factors, Map IV-1 below shows the
boundaries of the primary trade area within which retail uses can be expected to compete for
consumer dollars. The primary trade area extends approximately one to two miles and is
generally bounded by Interstate 94 to the north, Elm Grove Road to the east, Lincoln
Avenue to the south, and Brookfield Road to the west.
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MAP IV-1: Primary Trade Area

COMPETING RETAIL LOCATIONS
Locations with which South Gateway retail uses compete for customers include New Berlin,
West Allis, and the Bluemound Road Corridor in Brookfield. Map IV-2 below shows the
nearby shopping alternatives and a five-to-seven minute drive time from the intersection of
Moorland Road and Greenfield Avenue.
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MAP IV-2: Competing Neighborhood Shopping Locations

The intersection of National Avenue and Moorland Road, south of the South Gateway
Node in New Berlin, represents the strongest, nearest source of competition for necessity or
convenience goods and services. The National Avenue and Moorlland Road retail cluster
consists of approximately 300,000 square feet of space, including a Pick ‘n Save grocery
store, Wal-Mart, Dollar Tree, and Walgreen’s. The area also includes several fast-casual
restaurant uses such as Noodles and Company, Qdoba Grill, and Fazoli’s.
The commercial cluster east of the South Gateway area near the intersection of 108th Street
and Greenfield Avenue (in West Allis) also includes a Pick ‘n Save grocery store and a
Walgreen’s. Although the configuration of the retail uses near this intersection is not as
readily accessible and the stores appear much older than the relatively new Walgreen’s and
Pick n’ Save stores located in the South Gateway Node, this location will also compete for
household expenditures given its proximity and that it includes some of the same tenancies.
Based on our interviews, inspection of the area, and review of secondary data, the primary
trade area is estimated to currently include approximately 157,000 square feet of space.
Table IV-1 summarizes the existing supply of space within the primary trade area.
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TABLE IV-1
Existing Primary Trade Area Retail/Restaurant Supply
Estimated Amount
Name
of Space
# Square Feet
Tenants/Comments
Walgreen’s
12,000
Freestanding
Country Inn & Suites
Includes Outback Steakhouse and Champps
15,000
Restaurants
Restaurant
Brookfield
Pick n’ Save (55,000 square feet), Panera Bread, Nick
90,000
Marketplace
‘n’ Willy’s Pizza, small service uses. Built in 2006.
Greenfield Plaza
40,000
Strip center with small service uses.
Total
157,000
Sources: GG+A Interviews/Site Visits; Loopnet.com; Google Earth.

The Pick n’ Save-anchored Brookfield Marketplace is planned to be expanded by 20,000
square feet but the developer is waiting until they find a large user for the space. In addition
to the planned expansion to the Brookfield Marketplace, a small multi-tenant strip center
retail and restaurant use has been approved by the City of New Berlin at 2075 South
Moorland Road, approximately one mile south of Greenfield Avenue. The proposed project
consists of a 17,000-square-foot multi-tenant building and a 5,000-square-foot freestanding
building. According to the City of New Berlin, the City recently extended the conditional
use permit and the developer is still moving forward with the project with the intention to
begin construction in the near future.
HOUSEHOLD DEMAND FOR RETAIL GOODS AND SERVICES
Estimate of Total Household Income
Table IV-2 presents estimates of the population, households, and total available income
within the primary trade area. The 2008 estimates and 2013 projections are drawn from data
obtained from Claritas, a national information vendor.
TABLE IV-2
Demographic and Income Estimates for Primary Trade Area Households
Change
Change
200820082013
2013
2000 Census1 2008 Estimate 2013 Forecast
%
#/$
Population
9,454
9,329
9,317
-0.1
-12
Households
3,880
3,991
4,100
3.0
109
Average Household Income
$74,000
$82,500
$82,500
0.0
0
Total Available Household Income
$287,120,000 $329,257,500 $338,250,000
3.0 8,992,500
1 Income estimates are for 1999.
Sources : U.S. Census Bureau, Census 2000 ; Claritas, Demographic Trends Report ; Gruen Gruen + Associates.
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In 2000, the primary trade area included approximately 3,880 households with an average
annual household income of $74,000. Between 2000 and 2008, the number of households is
estimated to have increased slightly to 4,000, while the number of primary trade area
residents is estimated to have declined by approximately 125. Claritas projections indicate
that the number of primary trade area households is expected to continue to increase over
the next five years. The number of primary trade area households is forecast to increase by
approximately 109, or three percent, from 3,991 in 2008 to 4,100 by 2013.
Unadjusted for the effects of inflation, average household income grew by $8,500 between
2000 and 2008, from $74,000 to $82,500. Accordingly, total available household income
within the primary trade area currently approximates $330 million. Conservatively assuming
no real growth in average household income will occur over the next five years, total
available income will approximate $338 million in 2013.
Estimate of Total Retail Expenditure
Potential Attributable to Primary Trade Area Households
In order to estimate the potential purchasing power attributable to primary trade area
households, we reviewed the 2007 Bureau of Labor Statistics (“BLS”) Consumer
Expenditure Survey (“CES”) for the Midwestern United States. As shown on Table IV-3,
the 2007 BLS Consumer Expenditure Survey for the Midwest indicates that all region
households expend approximately 14 percent of their before-tax income on retail goods and
services typically provided at neighborhood and convenience shopping locations.
TABLE IV-3
Midwestern Household Annual Expenditures on Basic Retail Goods and Services in 2007
Average Annual
Share of Before Tax
Expenditures
Income1
Good/Service
$
%
Food at Home (Groceries)
3,252
5.5
Food and Drinks Away From Home
2,541
4.3
Alcoholic Beverages
501
0.8
Housekeeping Supplies
620
1.0
Personal Care Products & Services
938
1.6
Reading
126
0.2
Tobacco Products & Smoking Supplies
365
0.6
Total
8,343
14.0
1 Midwest average income before taxes in 2007 was $59,400.
Source: Bureau of Labor Statistics Consumer Expenditure Survey 2007

The largest share of household income is spent on food which includes food away from
home. The food category accounts for nearly 10 percent of before-tax household income
expenditures. Food away from home (restaurants) accounts for approximately 4.3 percent
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of household income. Expenditures on housekeeping supplies account for approximately
one percent of household income, while expenditures for personal care products and
personal services account for approximately 1.6 percent of household income.
Based on a 14 percent expenditure rate, Table IV-4 shows that primary trade area
households are estimated to contribute approximately $46 to $47 million in retail
expenditure potential.
TABLE IV-4
Household Retail Expenditure Potential
2008
2013
Total Available Household Income
$329,257,500 $338,250,000
Expenditure Rate
14%
14%
Total Expenditure Potential
for Basic Retail Goods & Services
$46,096,000
$47,355,000
Sources : Claritas ; Gruen Gruen + Associates.

VISITOR AND WORKER DEMAND FOR GOODS AND SERVICES
Because of its proximity to major employment centers, the presence of three hotels, and the
accessibility to Moorland Road, which serves as a major north-south thoroughfare in the
region, expenditures made by hotel visitors and the local workforce are an important
component of retail and restaurant demand in the South Gateway Node. The nearby
employment centers are estimated to contain approximately 20,000 workers. The primary
trade area currently includes 475 hotel rooms. At an average occupancy rate of 65 percent,
this would equate to 113,000 occupied room nights per year within the primary trade area.
Table IV-5 presents estimates of expenditures made by overnight hotel visitors throughout
the State of Wisconsin. Much of the data is taken from the Wisconsin Department of
Tourism’s 2007 Economic Impact of Traveler Expenditures report.
TABLE IV-5
Travel Expenditures Made by Overnight Hotel/Motel Visitors in Wisconsin: 2007
Business/Convention Travelers
Leisure Travelers
Per Room
Per Room
Night
Night
Expenditure
$
%
$
$
%
$
Lodging
758,660,000
31
91
852,340,000
15
77
Shopping
585,209,000
24
70
1,690,567,000 30
152
Food
506,488,000
21
61
1,463,157,000 26
132
Recreation
421,974,000
18
51
1,219,012,000 22
110
Transportation
144,668,000
6
17
417,922,000
7
38
Total
2,417,000,000 100
290
5,643,000,000 100
508
Sources: Wisconsin Department of Tourism, 2007 Economic Impact of Traveler Expenditures;
Gruen Gruen + Associates.
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Overnight hotel travelers, both business and leisure, are estimated to have spent
approximately $2.3 billion in 2007 on retail shopping throughout Wisconsin. Travelers are
estimated to have spent approximately $2 billion on food in 2007 throughout Wisconsin.
Overall, business traveler expenditures for shopping and food represented a smaller share of
total travel expenditures. Per occupied room night, overnight business traveler expenditures
are estimated to total approximately $290. Shopping and food expenditures per occupied
room night total approximately $130. To be more conservative than relying on average
expenditures rates for all hotels and resorts in the State as a whole, we assume a lower rate of
expenditure on food and shopping of $50 per occupied room night.
The local area within and adjoining the primary trade area is estimated to contain
approximately 20,000 workers. This estimate includes the New Berlin Industrial Park (just
south of the South Gateway Node along Moorland Road) and the Executive Drive office
park just north of Interstate 94.
Based on information provided to us by the City of New Berlin, the New Berlin Industrial
park is nearly built out and includes more than 1,100 acres. Information included in the
2005 New Berlin Industrial Park Redevelopment Plan indicates that the 1,100-acre park
contained approximately 15,000 workers.
According to the City of Brookfield, the
Executive Drive office park contains approximately 115 acres with 1.1 million square feet of
office space.
Table IV-6 presents an estimate of demand attributable to hotel visitors and the local
employment base.
TABLE IV-6
Estimated Annual Expenditure
Potential Attributable to Local Visitors and Workers
Total Hotel Rooms
Total Annual Visitor Days @ 65% Occupancy
Retail and Food Expenditures Per Visitor Day1
Total Annual Expenditure Potential
Total Daytime Workers
Average Daily Retail/Food Expenditures1
Total Annual Expenditure Potential (260 work days / year)

475
112,700
$50
$5,635,000
20,000
$8
$41,600,000

Total
$47,235,000
1 Based on review of Wisconsin Department of Tourism data and the International
Council of Shopping Centers’ estimates of office worker expenditure patterns.
Sources: Wisconsin Department of Tourism; International Council of Shopping Centers;
Gruen Gruen + Associates.
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Based on the assumptions outlined above, hotel visitors and local employees are estimated to
support total retail and restaurant expenditures of approximately $47.2 million.
AMOUNT OF ADDITIONAL RETAIL, RESTRAUANT AND SERVICE-TYPE
SPACE POTENTIALLY SUPPORTED IN THE SOUTH GATEWAY NODE
The retail expenditure potential attributable to primary trade area households, hotel visitors,
and local daytime workers is estimated to approximate $93 million. In order to estimate the
amount of on-the-ground retail/restaurant space supported by the expenditure or sales
potential, we apply a sales per square foot threshold. Sales per square foot thresholds
generally reflect the level of sales required to support rental rates that will amortize costs
required to develop and operate new space. Under a sales threshold of $350 per square foot,
the expenditure potential is capable of supporting approximately 270,000 square feet of
space.
Based on the identified existing and potential future supply additions within the primary
trade area and the estimated expenditure potential attributable to households, visitors, and
workers, Table IV-7 presents a comparison of the amount of retail and restaurant space
potentially supported to the amount of existing and future supply.
TABLE IV-7
Estimated Relationship Between Retail Space Supply and Demand: 2008-20131
2008
2013
# Square Feet
# Square Feet
Space Demand Attributable to
132,000
135,000
Households
Space Demand Attributable to
135,000
135,000
Hotel Visitors and Local
Workers
Total Space Demand
267,000
270,000
Estimated Supply of Space2
157,000
199,000
Unmet Demand for Space
110,000
71,000
1 Under $350 per square foot sales threshold.
2 Assumes future supply additions totaling 42,000 square feet of space.
Source: Gruen Gruen + Associates

The estimated relationship between the demand for and supply of retail space within the
primary trade area indicates that approximately 70,000 to 110,000 square feet of unmet
demand is likely to exist within the primary trade area between 2008 and 2013. Because the
retail agglomerations to both the north and south of the primary trade area (the Brookfield
Square Mall area and the neighborhood/community-serving agglomeration at the
intersection of Moorland Road and National Avenue) already contain a larger and more
diverse mix of retail and restaurant uses with more extensive trade areas, not all unmet
demand will be captured within the primary trade area identified for the South Gateway
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Node.
If the South Gateway Node is able to capture approximately one-fourth of the unmet
demand estimated to exist over the next five years, this would equate to approximately
20,000 to 30,000 square feet of additional retail and restaurant space being supported. We
estimate that a 25 percent capture rate is attainable given the above-average visibility and
accessibility to Mooreland Road and Greenfield Avenue (which serve as major north-south
and east-west thoroughfares), the high traffic volumes through the South Gateway Node, the
travel patterns of local commuters, the potential additions to the household base in the
Node, and the proximity to hotel uses generating visitation to the area.
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CHAPTER V
THE MARKET FOR OFFICE USES
MARKET AREA
The interviews with real estate brokers, office space developers, and office building owners
and review of supply and tenanting trends suggest that office space users considering
locations in the greater Brookfield office market focus on buildings in the Executive Drive
submarket or in locations or projects including Bishop’s Woods, Bluemound Road,
Brookfield Lakes, Crossroads, Stoneridge/Riverwood/Ridgewood. The largest submarket
in Brookfield remains the approximately 115-acre, 15-building Executive Drive submarket,
which was initially established in 1975. This submarket adjoins Brookfield Square Mall.
Office buildings in the Executive Drive submarket tend to attract users expanding and
relocating from within the greater Brookfield office market. The Executive Drive
submarket, however, also attracts users from other parts of the metro area, including
Downtown Milwaukee as well as businesses new to the metro area. Executive Drive
submarket continues to hold appeal to firms seeking cost-effective space in accessible
locations that will help them attract, retain, and enhance the productivity of their skilled
employees.
The South Gateway Node does not contain any recently built significant office space and is
not an established location for office users.
COMPARATIVE ADVANTAGES
Results of our interviews, field research, and review of office market trends indicate that the
important comparative advantages for the South Gateway Node as a location for office
space include:
·

Excellent accessibility Interstate 94 and a central location from which to
access other activity centers in the Milwaukee region;

·

Moorland Road serves as major north-south arterial serving region with high
visibility and high traffic volume;

·

Proximity to General Mitchell Airport;

·

A large commute shed because of proximity to Interstate 94, providing
access to a concentration of a well educated, highly-skilled labor force;

·

Proximity to a diverse set of housing options; and
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·

Proximity to support services and amenities including hotels, shopping,
restaurants and a golf course.

COMPARATIVE DISADVANTAGES OR CONSTRAINTS
The results of the interviews, field inspections, and tenanting trends indicate the following
disadvantages or constraints apply to the South Gateway Node as a location for office space:
·

The nearby Executive Drive submarket offers the same or better accessibility,
labor force access, housing, support services, but also provides better visibility to
Interstate 94 and benefits derived from a large concentration of office space
immediately adjoining a large mix of hotel, restaurant, shopping and other
support services;

·

The South Gateway Node is close to but not sufficiently close to the Executive
Drive submarket to readily link with it;

·

Some properties in the South Gateway Node are reportedly affected by soil
problems which may preclude the construction of below grade parking or multistory structures; and

·

As reviewed below, market rents are too low to support the feasible development
of mid-rise or higher-story office buildings.

OFFICE MARKET CONDITIONS
Based on review of market updates by MLG Commercial and RFP Commercial and
interviews, the following summarizes the Brookfield office space market conditions.
Brookfield contains over 4.2 million square feet of office space. The vacancy rate at the end
of fourth quarter 2008 totaled 16 percent. Absorption for 2008 was negative at
approximately 107,000 square feet of space. The vacancy rate at year-end in Class A space
was over ten percent while the Class B vacancy was over 19 percent. Large blocks of space
remain available in two Executive Drive office buildings.
The interviews suggest some companies are seeking to reduce office space costs by selecting
lower-cost Class B buildings over Class A buildings. Current annual net rents (excluding
property taxes, insurance, and operating expenses) for Class A space averages $12 to $15 per
square foot, while Class B gross rents (including property taxes, insurance and operating
expenses) are $17 to $19 per square foot. Class A office space net rents are no higher today
than rents that prevailed in 2001 or 2003, or even in 1998 prior to the recession early in the
decade.
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FUTURE SUPPLY COMPETITION
The 66 acres of land at Ruby Farms located between Bluemound Road and Interstate 94 is
positioned to compete for new demand for Class A office space that could arise after the
current recession and credit crunch ends and a jobs recovery occurs. Approximately 650,000
square feet of new Class A office space is planned for the Ruby Farms development. The
first phase will add five two-story buildings with over 70,000 square feet of office space that
will be marketed to doctors, dentists, and financial institutions.
OBTAINABLE RENTS WILL NOT
SUPPORT FEASIBLE MID-RISE DEVELOPMENT
Based on development costs (including tenant improvements paid for by landlord) reporting
to total at least $190 and more likely closer to $235 per square foot for mid-rise Class A
office space, estimated obtainable net annual rents of $14 per square foot would not be
sufficient to offset development costs. For example, not taking into leasing risk and carrying
costs, assuming a capitalization rate of 8.25 percent the capitalized value of built-out and
leased office space with a rental rate of $14 per square foot is estimated to total $170 per
square foot. The estimated capitalized value is less than the estimated costs to create Class A
mid-rise office space and therefore would not be financially feasible for a private developer
to undertake profitably.
POTENTIAL MARKET OPPORTUNITIES
Market opportunities are likely to center on office users which require and benefit from
“retail exposure” to the high volume of traffic on the arterial roadways and proximity to
Interstate 94. Examples of potential users include bank branches, outpatient clinics,
oral/cosmetic surgery offices, chiropractic or dental offices. Single- and two-story office
space is likely to be more feasible to privately develop than mid-rise or higher-story space.
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Gruen Gruen + Associates (GG+A) is a firm of economists, sociologists,
statisticians and market, financial and fiscal analysts. Developers, public
agencies, attorneys and others involved in real estate asset management
utilize GG+A research and consulting to make and implement investment,
marketing, product, pricing and legal support decisions. The firm's staff has
extensive experience and special training in the use of demographic analysis,
survey research, econometrics, psychometrics and financial analysis to
describe and forecast markets for a wide variety of real estate projects and
economic activities.
Since its founding in 1970, GG+A has pioneered the integration of
behavioral research and econometric analysis to provide a sound foundation
for successful land use policy and economic development actions. GG+A
has also pioneered the use of economic, social and fiscal impact analysis.
GG+A impact studies accurately and comprehensively portray the effects of
public and private real estate developments, land use plans, regulations,
annexations and assessments on the affected treasuries, taxpayers,
consumers, other residents and property owners.

San Francisco:
(415) 433-7598
E-mail: sf@ggassoc.com

Deerfield:
(847) 317-0634
E-mail:midwest@ggassoc.com
www.ggassoc.com

APPLYING KNOWLEDGE, CREATING RESULTS, ADDING VALUE

