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Secrets

of Varying Rental Rates
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ften within a commercial real
estate sub-market such as the
Scottsdale Airpark, tenants
notice rental rates quoted
across a wide range. This discrepancy can
be puzzling, leading renters to wonder
about the variance between similar
spaces within the same geographical
ORFDWLRQ 5HQWDO UDWHV DUH VHW ZLWK D
variety of factors in mind, which might
not be readily apparent to the average
renter. Here’s an inside look at the factors
in play.
%\$DURQ.XKO
5HDVRQ  2ZQHUVKLS VWUXFWXUH LV D
0HGLFDO2IÀFH%URNHUV
driver of rental rates. In commercial real
estate, there are two kinds of commercial real estate owners: the
institutional variety or the “mom and pop” type. While thought
to be totally market driven, rental rates are often driven by the
situation of the owners.
,QVWLWXWLRQDORZQHUVDUHFRQFHUQHGZLWKEXGJHWVDQGÀQDQFLDO
projections, and therefore want to maintain a consistent “rent
roll”—which is the list of rental values in one building. For
example, a market rental rate is $20 a square foot, but a savvy
ODQGORUGZDQWVWRPDLQWDLQDUHQWUROORISVI7KHODQGORUG
will charge the higher rate but give away one month of free rent
per year to effectively give the tenant a $20-psf value without
compromising the higher rent roll.
Mom-and-pop owners are less concerned with rate per square
foot and simply want to have the space full and overhead covered.
It’s not unusual for them to set monthly rent in a round number
such as $5,000. Mom and pops aren’t as concerned if the rent is
$10 psf below market rate, as long as the rent covers the monthly
expenses or comes close.
Whether you are dealing with an institution or a mom and pop,
it’s important to understand the motivations of a landlord when
negotiating in order to get the best deal.
5HDVRQ  7\SH RI SURSHUW\ LV HVSHFLDOO\ LPSRUWDQW ZKHQ
evaluating rental rates within a market, such as the Scottsdale
Airpark. An amazing diversity of available spaces here is for lease,
mirroring the diversity of businesses in the area.
)URPFODVV$RIÀFHEXLOGLQJVDQGDQFKRUHGUHWDLOFHQWHUVWROLJKW
industrial manufacturing, the type of building is very important
to rental rates. The prime rental rates are typically reserved for
fresh, anchored retail centers with a host of national credit tenants.
,QWKHVHSURSHUWLHVYLVLELOLW\LVJRRGSDUNLQJVXIÀFLHQWDQGWKH
ÁRZ RI QHZ SRWHQWLDO FXVWRPHUV LV D OXUH DQG MXVWLÀFDWLRQ IRU
higher rents.
&RQYHUVHO\ROGHUEXLOGLQJVZLWKPLQLPDOSDUNLQJDQGYLVLELOLW\
appeal to fewer potential tenants. It is conceivable to have an
anchored, fully leased retail center charging $30 psf plus expenses
while less than a quarter mile away a vacant light industrial build-

ing with no visibility is desperate to lease at $15 per square foot.
5HDVRQ,QKHUHQWEHQHÀWVRIWKHVSDFHLWVHOILQÁXHQFHUDWHV
Sometimes suites within the same building command different
UDWHV7KHUDWLRQDOHIRUWKLVLVUHODWHGWRHLWKHUEHQHÀWVRUREVROHVFHQFHRIDVSHFLÀFVXLWH
For example, is one suite offered with a prominent entry and the
other buried at the end of a hallway? Is there a host of natural light
in one suite while another is located in a basement? Is one built
RXWDVDIRUPDOGHQWDORIÀFHZLWKDGHTXDWHSRZHUDQGSOXPELQJ
while the other is a shell without air conditioning?
5HQWDOUDWHVDVZHOODVLQFHQWLYHVFDQYDU\IRUVXLWHVZLWKLQWKH
same complex. It’s all about supply and demand for a landlord.
A former restaurant could represent an expensive reproduction
RU DQ H[SHQVLYH GHPROLWLRQ 7KH GHQWDO RIÀFH PLJKW EH D JUHDW
DVVHW³WKH\FRVWPRUHWKDQSVIWREXLOGIURPDVKHOO%XWLILW·V
EHHQYDFDQWIRUDORQJWLPHDQGDJHQHUDORIÀFHXVHUFRPHVDORQJ
LW·VDPDMRUOLDELOLW\IRUWKHODQGORUGWRFRQYHUWLWEDFNWRRIÀFH
Whatever type of space is being sought, a wise renter will
do their research to
determine not only
rents in the area, but
the reasons behind a
particular rate. Approaching any rental
market with knowledge of the types of
owners, properties
and fellow renters can
only help inform a
value-rich lease agreeONLINE  AT
ment. 
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