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A Message from our Managing Director
CBRE | The Boulos Company is pleased to 
present the 2017 Market Outlook for Greater 
Portland’s commercial real estate market.
 
2016 proved to be yet another strong year 
for commercial real estate in Maine.  In this 
year’s publication, we have explored the key 
drivers impacting trends across the market, both 
geographically and within real estate sectors.  
 
In last year’s Market Outlook, we asked “Where 
will the next major office building be built?” As 
expected, office vacancy rates continued to fall, 
and after several years of little to no new product 
added, we are finally seeing new construction 
on Middle Street in downtown Portland.  Our 
Class A downtown market in Portland continues 
to be especially tight, with very few large 
office moves happening in 2016.   Businesses 
continue to add jobs and signs of increased 
employment are everywhere – from the long 
wait list for parking garages downtown to an 
increase in traffic counts on main commuter 
routes.  Unemployment has been decreasing 
steadily since 2011.  In Cumberland County, 
the area encompassing Portland, we are at a 
remarkably low 2.8%.  The State of Maine has 
a 4.0% unemployment rate, which compares 
favorably to the national rate of 4.9%.
 
Capital Markets transactions are once again a 
highlight of robust activity over the past year.  
Retail investment product is in especially high 
demand, commanding historically low cap 
rates, while significant assets traded in multi-
family, office and industrial sectors as well.  

Our market fundamentals remain strong – low 
vacancy, increasing rents and low interest rates 
with a competitive banking climate continue 
to push capital toward commercial real estate.  
Our craft brewing industry continues to expand 
rapidly and the rate of growth is increasing at 
a strong pace.  This impacts industrial and retail 
real estate, both of which are explored further in 
the following pages.
 
Multi-family and condominium construction in 
Portland is exploding with hundreds of units 
added within the past two years, additional 
product under construction and even more in 
the pipeline.  Retail expansion is happening 
more slowly; however, smaller scale projects are 
being added to the market in several locations 
and a 500,000± SF project in Westbrook is 
fully approved and will commence construction 
in Q1 2017.
 
The impact of November’s election on our 
market remains to be seen.  While national 
policies will certainly affect us, there are also 
some local referenda that may impact our 
market.  Among them are the legalization of 
recreational marijuana, which we anticipate 
creating additional demand for industrial 
and retail space, an increase in the statewide 
minimum wage, and an additional 3% income 
tax on income over $200,000.  
 
Here in Portland we’ve been enjoying a wave of 
fantastic new restaurants, breweries with tasting 
rooms, hospitality and residential construction 
and new retailers in the downtown core.  Our 

gem of a city continues to break records for the 
numbers of cruise ships and tourist visits in the 
summer and fall months.  The last fifteen years 
has been a great resurgence for Portland and we 
can see the ripple effects emanating throughout 
parts of Maine.  To learn more about the exciting 
developments in real estate over the past year, 
please read on.
 
We wish you the best in 2017 and beyond.  We 
are optimistic for the coming year and our team 
of best-in-class real estate experts stands ready 
to help meet your business and investment goals.
 
Yours truly,

 
Drew Sigfridson, SIOR
Managing Director

Detailed information available on 
mainemarketoutlook.com
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DOWNTOWN 

The downtown Portland office market is one of 
the areas to experience continued improvement 
with the direct vacancy rate dropping to 6.6 
percent from last year’s 7.65 percent. The 
majority of the absorption can be attributed 
to the Class A office market which continues 
to perform at a historically low vacancy rate 
and is currently 2.62 percent. Interestingly, 
this is not due to large leases, but smaller to 
medium sized transactions as availability in 
this market is sparse. There were only two new 

transactions over 15,000 SF, which were FC 
Beacon’s lease of 17,300± SF at 280 Fore 
Street and AVANGRID’s lease of 16,462± at 
One City Center. There are currently no existing 
direct Class A availabilities with over 10,000 
contiguous SF on the market. As expected, the 

largest downtown transactions in 2016 were 
lease renewals, as relocation options simply 
didn’t exist. The Class B market experienced just 
a slight drop after a much larger decrease the 
year before, however did dip below 10 percent 
and stands at 9.95 percent. The majority of the 
vacancy in the Class B market, roughly three 
quarters of the total, is concentrated in the 
Monument Square/Congress Street area while 
the Old Port area has very little vacancy. 

SUBURBAN 

The suburban market as a whole, which 
encompasses South Portland, Scarborough, 
Westbrook, Falmouth, Yarmouth, and 

Cumberland, had a slight increase in the vacancy 
rate for a total rate of 6.53 percent. This uptick 
in the vacancy rate is largely due to the South 
Portland and Scarborough areas, and more 

specifically Class B office space. As was the case 
with the downtown market, there were no large 
new lease transactions to help balance a couple 
recent large vacancies including 30,000± SF 
at 75 Darling Ave and roughly 26,000± SF at 
8 Science Park Road in Scarborough. A large 
vacancy remaining unchanged from last year 
is 134,000± SF at One Riverfront Plaza in 
Westbrook which continues to be a large hole in 
an otherwise healthy Class A suburban market.

MEDICAL 

The vacancy rate in the medical office market 
across Greater Portland fell again to 2.81 
percent, down from 3.34 percent the year 
before. This accounts for just a slight absorption 
of 6,876± SF as this submarket, especially 
Class A medical space, has very few options 
for expanding companies and new construction 
may be required for any tenants requiring a 
significant amount of space. An example of 

this is the recent construction of 19,000± SF of 
medical space on Route One in Scarborough for 
Martin’s Point. At the time of this report the Class 
A medical market was nearing 100 percent 
occupancy. 

SUMMARY 

The Greater Portland Class A and Class B office 
markets continued to improve in 2016, albeit at 
a slower pace, and with that tenant incentives 

became less apparent and landlords continued 
to have the upper hand in negotiations. Despite 
limited vacancy, areas of opportunity still remain 
for tenants in the Class B markets in downtown 
and South Portland area. The next 12 months 
will likely continue to see improvements in the 
overall market but will be somewhat constricted 
as options, especially over 15,000 SF, will 
remain limited. 

Over the last few years there has been speculation 
that increasing demand and falling Class A 
vacancy rates would spur new construction in 
Greater Portland, especially downtown. The 
market finally responded to this demand with 
the ground breaking of a 55,000 SF building 
at 16 Middle Street, the first significant new 
construction in downtown Portland in over 10 
years. With about 50 percent of this building 
already committed, there could be additional 
new buildings constructed and/or planned in 
2017. Possibilities include the permitted 50,000 
SF office building as part of the Intercontintal site 
at Fore and India Streets as well as opportunities 
within larger developments at Thompson’s Point 
and the former Portland Company Site at 58 
Fore Street. Expanding suburban companies 
are constructing new buildings to respond to 
their growing needs including a 94,500 SF 
expansion for Tyler Technologies and a new 
34,500 SF building for Patriot Insurance, both 
of which are located in Yarmouth. In addition to 
these large scale developments there will likely 
also be numerous small-scale projects to respond 
to specific tenant requirements in 2017. 

Office Market Overview by Nate Stevens, Associate Broker 
The Greater Portland office market continued to improve in 2016 as the vacancy rate fell for the 7th consecutive year for a direct vacancy of 6.17 percent 
and total rate of 6.77 percent including sublease space. This vacancy rate includes both Class A and Class B office and medical office space across 
seven towns in Greater Portland with a total market size of almost 12 million SF. While the market continued to improve throughout 2016, only half of the 
14 submarkets we track experienced a drop in vacancy. The total net absorption in the market was slightly less than last year, indicating a fairly stable 
pace of improvement over the last 24 months.

280 Fore Street, Portland Rendering of 16 Middle Street, Portland Tyler Technologies expansion rendering, Yarmouth
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Significant Vacancy Shifts by Tyler Hobbs, Associate Broker

POSITIVE ABSORPTION

Below are the buildings in Greater Portland with the largest increase in leased space, along with those with the largest decrease in leased space in 2016 as compared 
to the previous year. The shifts are shown below. 

NEGATIVE ABSORPTION

 16,560± SF
511 Congress Street, 
Portland 
Leete & Lemieux and CashStar 
leased here.

 (25,860 SF)
8 Science Park Road, 
Scarborough 
This building sold at auction and 
will be available for lease.

 13,507± SF
190 Riverside Street, 
Portland
Maine Medical Center, Digital First 
Media, Maine Accessibility and 
others leased space here.

 (12,280± SF)
465 Congress St, 
Portland
People’s United Bank relocated 
their corporate offices to 145 
Commercial Street in Portland.

 13,118± SF
179 John Roberts Road,  
South Portland
Residential Mortgage Services 
leased the balance of the building.

 (12,000± SF)
82 Running Hill Road,  
South Portland
Existing tenants consolidated. 

 11,697± SF
400 US Route 1, 
Falmouth 
Enterprise Engineering and Piano 
Learning Center are among new 
tenants.

 (11,270± SF)
208 Fore Street, 
Portland 
This property is vacant and 
available for sale.

 11,211± SF
27 Pearl Street
Portland 
Direct Vet leased here.

 

 (10,964± SF)
600 Roundwood Drive, 
Scarborough  
Walgreens regional offices 
relocated.

 16,587± SF
100 Middle Street, 
Portland 
New tenants include Eaton Peabody 
& The Hartford.

 (30,000± SF)
75 Darling Avenue, 
South Portland 
WEX vacated this building.

Vacancy Rate Summary 

Location Classification Total 
Rentable ‘16

Available 
SF ‘15

Vacancy 
Rate ‘15

Available 
SF ‘16

Vacancy 
Rate ‘16

Sublease 
‘16

Downtown Portland Class A  1,965,216  89,329 4.52%  51,485 2.62%  12,671 

Class B  2,339,102  241,552 10.28%  232,803 9.95%  8,480 

Total Downtown  4,304,318  330,881 7.65%  284,288 6.60%  21,151 

Suburban Portland Class A  898,173  - 0.00%  8,000 0.89%  - 

Class B  927,396  73,666 7.94%  40,654 4.38%  1,054 

Total Suburban Portland  1,825,569  73,666 3.92%  48,654 2.67%  1,054 

Falmouth, Cumberland, Yarmouth Class A  651,925  13,048 2.01%  2,700 0.41%  2,304 

Class B  261,770  27,887 10.68%  10,383 3.97%  - 

Total Falmouth, Cumberland, Yarmouth  913,695  40,935 4.50%  13,083 1.43%  2,304 

Westbrook Class A  382,544  134,340 40.64%  134,340 35.12%  - 

Class B  243,975  27,722 11.36%  20,972 8.60%  - 

Total Westbrook  626,519  162,062 28.21%  155,312 24.79%  - 

Maine Mall Area Class A  1,712,834  45,991 2.71%  57,401 3.35%  23,317 

Class B  405,394  39,934 9.85%  78,135 19.27%  13,750 

Total Maine Mall Area  2,118,228  85,925 4.08%  135,536 6.40%  37,067 

Scarborough, South Portland Class A  354,431  8,549 3.81%  9,724 2.74%  - 

Class B  548,054  28,623 4.98%  54,469 9.94%  - 

Total Scarborough, South Portland  902,485  37,172 4.65%  64,193 7.11%  - 

All Suburban Markets Class A Suburban Total  3,999,907  201,928 5.24%  212,165 5.30%  25,621 

Class B Suburban Total  2,386,589  197,832 8.20%  204,613 8.57%  14,804 

Total Suburban  6,386,496  399,760 6.38%  416,778 6.53%  40,425 

Medical Class A  931,366  14,099 1.49%  4,165 0.45%  10,500 

Class B  313,525  27,806 8.96%  30,864 9.84%  - 

Total Medical  1,244,891  41,905 3.34%  35,029 2.81%  10,500 

Class A Downtown, Suburban & Medical  6,896,489  305,356 4.51%  267,815 3.88%  48,792 

Class B Downtown, Suburban & Medical  5,039,216  467,190 9.21%  468,280 9.29%  23,284 

Total  11,935,705  772,546 6.52%  736,095 6.17%  72,076 

Total Office Space and Vacancy - Direct Lease  11,935,705  772,546 6.52%  736,095 6.17%

SUBLEASE SPACE  85,974 0.73%  72,076 0.60%

TOTALS  11,935,705  858,520 7.25%  808,171 6.77%
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prized employee an extra $1,800/year to bring 
them to your company? Of course you would. 
But maybe you won’t need to because you’re 
located in that cool, new building with the 
collaborative work space, the in-house barista, 
the wellness area, and a direct path from the 
bike rack to the showers: your building just 
closed the deal for you. Congratulations.

Also, with the space efficiencies offered by new 
buildings specifically designed to accommodate 
the open plan office concept (which can be 
difficult if not impossible to retrofit into existing 
buildings) the fact is that users need less space. 

A 100-employee firm operating in existing 
building stock at a density of 250 SF per person 
leases 25,000 SF; at $29/SF MG that will cost 
them $725,000/year or $7,250/person/year. 

If that same firm relocates to newly designed 
and constructed space at 150 SF per person 
they only need 15,000 SF and at $41/SF MG 
that will cost them $615,000/year or $6,150/
person/year—a savings of $1,100/person/
year or 15 percent. 

We see the jump happening now from existing 
buildings to more expensive, newly constructed 
buildings and anticipate more new construction 
over the next several years. And by the way, 
this is not a new phenomenon. Today’s “old 
buildings” were once new and more expensive 
too.

As evidenced elsewhere in this year’s Market 
Outlook, the market is tight, resulting in a lack of 
suitable product available for occupants, which 
typically leads to a spate of new construction. 
But, will occupants be willing to pay what it 
costs to occupy newly constructed buildings? 

Let’s look at the numbers on a hypothetical newly 
constructed, state-of-the-art downtown office 
tower of 100,000 SF. It all starts with the land: 
with market pricing being what it is, a developer 
has a likely land cost of approximately $50 for 
every square foot of building area constructed. 
Construction costs for a basic “shell” building 
will run approximately $200/SF and the costs 
for customization to meet a specific tenant’s 
requirements (“tenant improvements” or “TI”) will 
easily run another $50/SF of building area for 
$250/SF in “hard costs.” Add another $25/SF 
for “soft costs”—permitting, legal, architectural, 
engineering, leasing commissions and other 
paperwork—and the total for land, hard, and 
soft costs comes in at $325/SF. An experienced 
builder will add a contingency of 8–10 percent 
for unforeseen costs, to arrive at a total project 
cost of roughly $350/SF.

A typical financing scenario would call for 
a mortgage for 75% percent of the project 
cost over a 20-year amortization period, and 
perhaps a four percent interest rate. Let’s say the 
developer and investors look for a return on the 
25% percent equity they placed of 10% percent 
over 10 years. To pay the bank and the investors 
in a reasonable manner the required rent would 
be roughly $33/SF triple net (NNN). Currently, 
downtown Class A office buildings cost in the 
vicinity of $8/SF to operate, which, when 
added to the $33/SF NNN base rent, leads to 
a modified gross (MG) rent equivalent of $41/
SF MG.

Current market lease rates for downtown 
Portland Class A office space top out at 
approximately $29/SF MG, which leads to an 
occupancy cost gap of roughly $12/SF ($41–
$29) as the incremental cost between existing 
Class A product and new construction Class A 
product—a 44 percent premium. Will occupants 
want to pay that premium? Hold that thought.

Another significant trend affecting the office 
market is the sweeping advent of the “untethered 
office” plan, or open plan, in which private 
offices are out and open work areas are in. 
People work in a Wi-Fi environment from 
various settings, including first come, first served 
work tables, comfy furniture nooks, and group 
discussion areas, sprinkled with conference 
rooms, individual offices (if needed), and any 
number of lifestyle extras, like coffee bars and 
workout rooms. Books have been written about 
the pros and cons of this approach, but the fact 

is it’s here and companies want it. One concrete 
impact it’s having is a reduction in the metric 
for the number of SF of office space required 
per employee. In the old style office we would 
typically plan based on 250 SF per employee 
as an overall figure, covering everyone from 
the CEO in a palatial office suite to the cube-
dwellers. With the advent of open plan offices 
the required square footage is dropping quickly 
to 150 SF per employee. Above, we determined 
a roughly $12/SF premium occupancy cost for 
a newly constructed building. Multiplying that 
$12/SF rent premium by 150 SF per employee 
for new construction leads to an additional cost 
to locate in this “way cool” new building of 
$1,800/employee /year. 

So, you’re a business owner or senior manager 
trying to attract great talent to join your firm. 
You’re competing for this talent with Boston, 
New York, San Francisco, and a myriad of 
other desirable locations. They are attracted by 
the quality of life here, including recreational 
opportunities, a cool little city, and easy day-to-
day lifestyle; they’re buying into the possibility, 
but they’re still on the fence. Would you offer a 

New Office Construction by Tony McDonald, CCIM, SIOR, Partner

COST OF NEW OFFICE CONSTRUCTION

Land $50/SF
Base Construction $200/SF
Tenant Fit Up $50/SF
Soft Costs $25/SF
Contingency + $25/SF
Grand Total $350/SF

COST OF OFFICE SPACE
EXISTING VS. NEW

Existing Building 250 SF x $29/SF
= $7,250 per employee

New Building 150 SF x $41/SF
= $6,150 per employee

Savings $600 per employee

LEASE RATE PSF

New Class A building $41
Current Class A building $29
Difference $12

$12 x 150 SF = $1,800 annual premium per 
employee

Concept rendering for redevelopment of 58 Fore Street, Portland
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Where are we heading in 2017? In my opinion, 
we’re going to continue to see demand continue 
to increase for better quality industrial space in 
high visibility areas, close to population centers. 
With vacancy rates in Greater Portland near 
all-time lows, new construction is needed and 
justified. As mentioned earlier, construction costs 
have also risen significantly, and that is the main 
reason why we haven’t seen an abundance of 
new inventory. 

Interestingly, the legalization of marijuana may 
have a significant impact on pushing vacancy 
rates even lower, although it is still too early to 
tell. Large industrial space in tertiary markets 
may be the largest benefactor of the referendum 
passing, as marijuana grow facilities do not need 
to be in the Greater Portland area. The rural parts 
of Maine are traditionally where we see higher 
vacancy rates, so this could help fill the available 
inventory in areas that have had historically low 
demand. Expect increased demand to result in 
an increase in lease rates as well. 

As long as new inventory is made available, 
the industrial market should remain healthy and 
continue to grow in 2017. 

Before discussing the industrial market in Maine, 
let’s take a look at the bigger picture of what’s 
happening in the U.S. industrial market. 

According to the CBRE Research Team, the third 
quarter of 2016 saw the strongest demand in 
the U.S. industrial market since 2005. Demand 
far outpaced supply, resulting in lease rates 
rising to near all-time highs. Absorption has 
been focused in the light-industrial segment, as 
consumer spending continues to be online-driven 
and e-commerce companies look for ways to 
shorten the time it takes for their products to get 
to customers.

According to CBRE’s Global Supply Chain 
Practice, for every $1 billion in new e-commerce 
sales, an additional 1 million square feet of new 
distribution space is needed. This is beneficial 
to the industrial sector as the year over year 
growth of e-commerce sales continues to trend 
in a positive direction.

Interest rates have started to rise from all-time 
lows. Will this affect the growth of the industrial 
markets? There is an optimistic sentiment in 
the global markets. Even though rising interest 
rates have a direct impact on financing and 
cap rates, demand is the key factor for driving 
growth. As referenced earlier, e-commerce sales 
will continue to increase and create demand for 
large warehouse space. There is also demand 
for multi-tenant industrial buildings. This market 
segment has emerged over the last few years 
as a strong investment option as it provides an 
opportunity to attract diverse businesses and 
provide early-stage tenants with growth potential 
within the same building or complex. A perfect 
example of this kind of development is One 
Industrial Way in Portland.

Supply trends in the U.S. industrial market 
have been interesting. While leasing demand 

is at its strongest in more than a decade, new 
construction has failed to keep pace. Why is this 
the case? There has been a significant rise in 
the cost of construction, which is giving some 
developers pause before breaking ground on 
new projects. 

Greater Portland mirrors national trends. The 
available inventory is limited as we await new 
construction options. At the same time, we’re 
seeing lease rates increase and inventory go off 
the market fairly quickly. We also see industrial 
space utilized in new and different ways. 
Breweries, distilleries, coffee roasters, and retail 
businesses are competing with manufacturers 
for warehouse space. These type of businesses 
desire higher end construction and finishes, 
which may drive further demand for new 
construction. 

Industrial Market Outlook – Supply and Demand – 2017 by Jon Rizzo, Associate

Source: CBRE Econometric Advisors, 03 2016

COMPLETIONS AND NET ABSORBPTION (MSF)

Spencer Drive, Wells

Rising Tide Brewing, 103 Fox Street, Portland

SIGNIFICANT INDUSTRIAL LEASE TRANSACTIONS IN 2016

Company Address City SF

Village Candle 90 Spencer Dr Wells 218,204±

NEPW Logistics 90 Spencer Dr Wells 50,823±

Flowers Baking Company 5 Drapeau St Biddeford 42,000±

Safelite Fulfillment 421 Warren Ave Portland 26,840±

Residex 111 Pine Tree Industrial Parkway Portland 15,000±

Mutty Paws 411 Payne Road Scarborough 14,500±

Johnstone Supply 7 Thomas Drive Westbrook 14,252±

Atlantic Transport Systems 15 Saunders Way Westbrook Westbrook 13,770±

Partners for World Health 312 Canco Road Portland 13,708±

Sea Rose Trap Company 120 Breakwater Annex South Portland 12,075±

Dal-Tile Distribution 1037 Forest Avenue Portland 12,000±

AAA 5 Gibson Road Scarborough 11,840±

Pine State Services 3 Eisenhower Dr Westbrook 11,737±

Alere 6 Lincoln Ave Scarborough 10,000±
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There is potential for the consistently high demand to 
buoy pricing at current levels without much change 
in the immediate future.  However, if bond yields 
continue to rise, investors could begin to see them as 
alternatives for a safe return on their capital, which 
would put pressure on buyers to look for higher returns 
in their real estate acquisitions.
 
LOCAL CAPITAL MARKET TRENDS

The Maine investment real estate market remained 
active throughout 2016. Cap rates were essentially 
unchanged in most markets and sectors. Large scale 
multifamily assets and single-tenanted buildings with 
“A” credit long-term leases continue to trade in the 
lowest cap rate range. Similar to 2015, long-term fixed 
debt and historically low rates have been available for 
investors all year. There also continues to be a steady 
mix of out-of-state capital and local buyers demanding 
product in the Greater Portland market. 

CBRE | The Boulos Company had the pleasure of 
assisting our clients in facilitating over $284 million 
in sale transaction volume for 2016. Contrary to 
the national trend, Investment sale volume increased 
nine percent from last year and was 86 percent of 
the total sale volume for the company. The multifamily 
sector, alone, accounted for over half of the total 
sale transaction volume at 54 percent. The most 
challenging factor in 2016 continued to be finding 
enough investment product to satisfy demand. The 
much-anticipated rising interest rate environment 
will likely become a key factor in capital markets for 
2017. While high demand may keep valuations at 
their current levels, it is likely that cap rates will begin 
to trend slightly upward as buyers and sellers are 
tasked with creating value in their pro formas while 
accounting for more expensive debt.

Investment real estate continues to be a popular asset 
allocation for investors at both the institutional and 
private individual levels. For most of 2016, investors 
continued to experience historically low interest rates 
as a result of larger economic patterns and trends. As 
2016 ended, the ten-year treasury yields experienced 
tremendous volatility and trended upward.  Entering 
2017, we anticipate the yields normalizing but there 
is still some uncertainty in the market, and future fed 
increases are likely. Ten-year fixed rate financing can 
still be accessed at roughly four percent, slightly higher 
than mid-year but still attractive to investors looking for 
long-term holds. 

The Greater Portland market remained very active 
throughout 2016 and we still see high demand for 
investment properties in this area. However, the ever-
changing investment environment and the unknown 
long-term impact of the election on the market may 
create an increase in the delta between bids and 
asking prices/expectations.

NATIONAL ECONOMIC TRENDS

National real estate investment volume is down 
year-to-date 9.1 percent as institutional players are 
tending to sell more than buy, while private players 
are buying more 
than selling. Within 
the capital markets 
arena, the only sector 
to increase acquisition 
volume year-to-date is 
multifamily, up 11.3 
percent from last 
year. While volume is 
down, national cap 
rates have continued 
to decrease. The CBRE 
Global Research team 

attributes this to the growing delta between bid and 
ask, resulting in some would-be sellers pulling their 
product off the market. In other words, the properties 
that may have sold for a cap rate of 100 bps higher 
than the seller’s expectations, are removed from 
the market because sellers are expecting the same 
results that they were seeing six months ago. As 
sellers recognize and accept the transitioning buying 
criteria, we may start to see more of these deals come 
together. Despite the decrease in volume over the year, 
investment property remains in high demand and has 
proven to be relatively low-risk as loan delinquency 
rates have remained static year over year. 

FINANCING

Nationally, 2016 has seen an increase in loan volume 
from Fannie and Freddie, life insurance companies, 
and banks. Total national loan volume is up 6.5 
percent year-to-date. (However, CMBS loan volume has 
decreased year-to-date.) Despite these encouraging 
numbers, a recent increase in the 10-Year Treasury 
bond yield may negatively impact loan volume.

Since Election Day (November 8th), the 10-year 
Treasury bond yield has continued to increase through 
year-end. The rise in the 10-year results in higher loan 
costs and, in some cases, lower LTV. In the Greater 
Portland market we have yet to see this have a large 
impact on current deals, but it will have an impact. 

Capital Markets by Vince Ciampi, Associate Broker

CBRE | THE BOULOS COMPANY’S TOP 25 INVESTMENT SALES OF 2016MORTGAGE PRODUCTIONMOODY’S/RCA COMMERCIAL PROPERTY 
PRICE INDEX No Address City  Sale Price CAP Rate* Type

1 Liberty Commons & Redbank South Portland $87,500,000 6.9 Multi
2 WP Portfolio Various $35,800,000 9.7 Retail
3 65 Mount Auburn Avenue Auburn $20,000,000 7.0 Retail
4 1364 Congress Street Portland $18,500,000 6.6 Retail
5 1 Baker’s Way Biddeford $12,436,000 9.6 Warehouse
6 37 Casco Street Portland  $7,300,000 6.6 Multi
7 15 Lowell Street Portland  $6,550,000 7.2 Medical
8 482 Congress Portland  $5,400,000 6.5 Office
9 301 Main Street Kennebunk  $4,975,000 7.3 Office

10 295 Gannett Drive South Portland  $4,900,000 7.9 Warehouse
11 65 Gannett Drive South Portland  $3,600,000 6.7 Office
12 599 Center Street Auburn  $3,600,000 5.74 Retail
13 209 Western Avenue South Portland  $3,200,000 7.1 Retail
14 124 Emery Street Portland  $2,500,000 7.2 Multi
15 264 Gorham Road South Portland  $2,300,000 5.9 Retail
16 39 Wallace Avenue South Portland  $2,250,000 8.9 Office
17 221 Woodford Street Portland  $2,150,000 7.2 Multi
18 95 Main Street Auburn  $1,900,000 9.0 Office
19 2300 Congress Street Portland  $1,800,000 8.7 Office
20 132 Riverside Street Portland  $1,510,000 5.96 Retail
21 395 Lisbon Street Lisbon  $1,275,000 7.5 Multi
22 978-980 Forest Avenue Portland  $1,255,000 9.3 Office
23 505 Ocean Street South Portland  $748,393 9.0 Retail
24 59 Bramhall Street Portland  $625,000 8.4 Multi
25 Fairpoint Package Dover/Rockland  $585,000 9.9 Office

* Cap rates may reflect estimates based on in-place income at the time of sale, without factoring future increases or pending changes to the rent roll37 Casco Street, Portland Liberty Commons, South Portland
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Schlotterbeck and Foss redevelopment on Preble 
Street which is delivering 57 efficiency and 
one bedroom units with higher-end finishes in 
apartments as small as 250 SF, and rent options 
starting around $1,000 per month. In addition 
to what is happening at the top of the rental and 
condo markets, the renovation of hundreds of 
existing rental properties are being renovated 
not just to capture higher rents, but often times 
to defend against long term erosion in rents as 
part of an asset management strategy utilizing 
historically low interest rates. This will provide 
more choice to the consumer and has already 
instigated competition amongst landlords.
  
Downtown Portland’s growth of 700 units 
of net new supply over the next two years 
in multifamily inventory is emulating that of 

considerably larger markets. In fact, that growth 
outpaces two cities on the list of the U.S.’s top 45 
multifamily markets. Providence and Memphis 
have inventory levels of 99,142 and 85,139 
units respectively and added 183 and 699 new 
units since Q2 of 2015. Portland’s downtown 
showed durability throughout the last recession 
and strength since then with cap rates dropping 
across all asset classes, and market values 
steadily rising to all-time highs. With interest 
rates on the rise, look for cautious but continued 
steady growth in downtown urban infill, as 
supply continues reacting to a permanent shift 
in the increasing willingness to rent across all 
income demographics.

The City of Portland has a total renter occupied 
housing stock of 16,800 units, per a survey 
commissioned by City Hall in 2014. Local 
capital markets tend to follow national trend 
lines, inelastically but consistently; yet downtown 
Portland’s multifamily sector has surged over the 
last three years with a higher beta, due primarily 
to one factor: lack of supply in the face of new 
demand. The private sector is robustly solving 
for this shortage, with nearly 700 new rental 
units being added to the downtown market 
alone in 2016 and 2017. This represents a four 
percent increase in the total inventory of renter 
occupied multifamily properties citywide, which 
is a staggering ratio when compared to some of 
the nation’s top multifamily markets. 

Nationally, we saw vacancy rates creep up 10 
basis points from Q2 of 2015 to 4.4 percent 
year over year. This is a relatively small uptick 
considering the national marketplace absorbed 

a net quantity of 202,000 new units in the 
trailing 12 months. The second quarter year 
over year rent appreciation was down from 
5.3 percent in 2015 to 3.3 percent in 2016, 
which is still above the historical average annual 
increase of 2.4 percent. A sample from a 
handful of Portland’s largest landlords reported 
an increase in vacancy to four percent up from 
roughly three percent a year ago, with overall 
rents flattening and projected to stay at roughly 
the same levels over the next 12 months. This is 
a sign of two things: 1) Portland is sustaining 
occupancy rates and rents on par with national 
averages despite absorbing an immense 
quantity of new inventory relative to the existing 
housing stock; 2) competition is adding choices 
to the marketplace and halting some of the rate 
increases experienced in 2014 and 2015 when 
Portland’s downtown rental increases kept pace 
with the 5 percent national average. 

Portland’s aging and antiquated housing stock 
has benefitted greatly from economic and 
social trends which are extending the length 
of time individuals and families are willing to 
rent instead of own. Urban living continues to 
be the preferred choice of millennials and is 
increasing in popularity among baby boomers. 
For the first time in Portland’s modern history, 
there is demand for a class A renter occupied 
product to service middle and upper middle 
class demographics. That inventory simply did 
not exist in any meaningful scale in previous 
years, with 39 percent of the state’s 1.33 million 
population living in suburban communities within 
a radius of 25 miles to downtown.

These demand trends should continue and 
we expect supply to follow and expand to all 
apartment types.  Investment capital looking 
for long-term, stable returns is also targeting 
renters looking for smaller, more affordable 
product. One example of this locally is in the 

Multi-Family Market by Joseph Porta, SIOR, Partner

HOMEOWNERSHIP RATES AND  
RENTER HOUSEHOLDS

HISTORICAL US VACANCY RATES  
AND CHANGE

Rendering of 667 Congress Street, Portland

Schlotterbeck & Foss, 117 Preble Street, Portland

Rendering of 383 Commercial Street, Portland

OUR PREDICTIONS FOR 2017
Increased interest rates to impact cap rates in 
“core” asset pricing and underwriting.

Transaction volume to slow in capital markets with 
more managers electing to refinance instead of 
selling.

Additional new construction with highest 
concentration in downtown Portland, while 
transaction values are at or near replacement cost.

More high end retail coming to downtown to 
meet the needs of the more affluent resident and 
transient population in Portland.

LAST YEAR WE PREDICTED

Demand for Multi-Family investment products 
to remain strong across the board, and more 
regional investors to compete for return in Greater 
Portland.

Interest rates to rise gradually but no dramatic 
change to pricing. Cap rates to remain low, but 
not go any lower. Pricing at its peak.

Rising rents to slow as new supply is added. 

A continuation from 2015 where we saw the 
trend continue of new regional and national 
investment players entering the Portland 
marketplace for the first time.
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become the “tony” location for Maine-made 
retailers including Mougalian Rugs, Young’s 
Furniture, Cycle Mania, Angela Adams, and 
Coffee By Design; and the aforementioned 
Century Plaza includes national tenants 
Chipotle, T-Mobile, and Orange Theory Fitness. 
Combined with a host of new office and planned 
apartment/condo development, Bayside is now 
among the hottest areas attracting businesses in 
the city.

Interest in retail investment properties has never 
been greater. 2016 saw the sale of several 
significant retail properties, all at cap rates of 
6–8 percent.
 
While big box development stalled in 2016, we 
expect it will revive in 2017 with the development 
of Dirigo Plaza, a 500,000± SF, multi-tenant, 
multi-building super regional center. So far, Wal-
Mart and Chick-Fil-A have been announced 
as tenants, and construction is imminent. We 
are likely to see the continued urbanization of 
retailing in Portland, expanding to Bangor. 

No significant retail vacancies are on the 
horizon that would not be filled through on-going 
demand. So we’re bullish on the continued 
growth of retail in Maine, and in the interest of 
retail investment properties.

The retail market in Maine continues to experience 
growth and appreciation, but in a noticeably 
new trend. Gone are the days of multiple 
Wal-Mart developments near ever-expanding 
Hannaford and Shaw’s supermarkets. Only one 
large scale retail development of 89,000 SF 
was completed in 2016. The next largest was 
under 20,000 SF. Instead, we saw a trend of 
smaller scale national tenants, and some local 
tenants, move away from the malls and infiltrate 
the urban marketplace, most notably in Portland.
The exception to this trend was the March 
relocation of Bob’s Furniture, Marshall’s, and 
Home Goods from the Clarks Pond Shopping 
Center to Scarborough Commons, between Wal-
Mart and Lowe’s. What is most notable about this 
transaction isn’t the actual relocation of the three 
retailers, along with PetSmart, but who back-
filled the vacated retail space at Clark’s Pond. 
In search of a new home for several years, East 

Point Christian Church purchased 84,000 SF of 
the Clark’s Pond center for $8 million and is now 
in the midst of a dramatic rehab. A significant 
portion of the remaining space was leased to 
Urban Air, an indoor trampoline park. 

With little new development and fewer 
vacancies, it’s not surprising that the overall 
vacancy level has remained largely unchanged, 
dropping from 3.3 percent at the end of 2015 
to 3.1 percent at the end of 2016.

Other new developments included Century 
Plaza, a 13,189± SF strip center on Marginal 
Way in Portland; the Shops at Biddeford, an 
18,000± SF strip center in Biddeford; and the 
new Krispy Kreme plaza, an 8,605± SF strip 
center currently under construction on Center 
Street in Auburn. The two stories of note in 2016 are the 

urbanization of retail and strong interest in retail 
investment properties. 

Downtown Portland, Maine’s cultural and 
economic hub, is enjoying a development 
renaissance. Urbanite retailers such as West 
Elm, a division of Pottery Barn; Athleta, a 
division of GAP; Urban Outfitters; Fat Face 
and Anthropologie have all opened or have 
new stores under construction in downtown 
Portland. Add an abundance of new world-class 
restaurants, and it’s easy to see why Portland 
is thriving—and its downtown condo and 
apartment market is exploding as well. 

In addition, Marginal Way/Bayside, a former 
economically depressed industrial area, has 

Retail Market Overview by Craig Young, CCIM

WP Portfolio 588,745± SF Waterville, Wells, Bangor $35,800,000

Hobby Lobby Portfolio 91,579± SF* Auburn $23,600,000

Westgate Shopping Center 91,860± SF Portland $18,500,000

Cook’s Corner Mall 302,000± SF Brunswick $13,250,000

Walmart Plaza 106,940± SF Falmouth $11,500,000

Promenade Mall 262,833± SF Lewiston $4,000,000
*The Hobby Lobby Portfolio includes a mix of retail ground leases and buildings.

RECENT RETAIL INVESTMENT SALES

Rendering of 191 Marginal Way, Portland, which is slated for redevelopment in 2017.

Rendering of 164 Middle Street, Portland, where national 
retailer West Elm recently signed a lease.
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and has the potential for additional development. 
Much of the site, which is separated into two 
parcels, is currently used for parking. Located 
in the commercial heart of the city, they stretch 
from Spring Street to Commercial Street. While 
no plans have been announced for development 
of the lots, the property is so well located, we 
believe it’s just a matter of time before a new 
office, hotel, retail, multifamily or combination 
thereof is built on the site. 

There are many other unimproved land parcels in 
the city that can and will be developed. The sites 
highlighted in this article are the ones we feel 
are ready to go in the foreseeable future. From a 
30,000 foot-high perspective, the boundaries of 
these future peninsula developments are the Fore 
River to the south, Marginal Way to the north, 
the foot of Munjoy Hill to the east and Portland 
Square to the west.

With Portland enjoying a renaissance over 
the past few years, it is expected additional 
developments will occur if the economy stays 
healthy and interest rates remain low.

What Areas of Downtown Portland are Ripe for Commercial Development? by Greg Boulos, Partner

In Portland, there are still numerous land parcels 
suitable for development scattered throughout 
the city. While there are many sites that can be 
developed in the near future, we expect to see 
new construction in three areas, along with the 
repurposing of older buildings. These hot spots 
are:

1. Portland waterfront, east of India Street
2. Marginal Way/Bayside
3.  Downtown, between Spring and Commercial 

Streets

In general, these sections of the city offer 
developers the following benefits:

• Zoning suitable for commercial development
•  Land available for development or buildings 

that can be repurposed
• Development momentum

East of India Street

58 Fore Street - The notable, and highly 
publicized, Portland Company site offers a huge 
opportunity for the city. Ten acres with 1,000 
feet of water frontage will anchor and transform 
this end of Portland. When fully built out, the 
development is expected to have approximately 
600 residential units, 150,000± SF of newly 
constructed office, retail and/or restaurant 
space, 50,000± SF of renovated historic space 
for office, retail and restaurant use and a new 
world-class marina.

16 Middle Street - Adjacent to the Ocean 
Gateway parking garage, 16 Middle Street is 
a 55,000± sf office building under construction. 
It was two-thirds pre-leased before construction 
even began—evidence of the explosive growth 
in this part of the city. 

158 Fore Street - Commonly referred to 
as the former Intercontinental site, this 1.39± 
acre land parcel is bounded by Fore, India, 
Thames, and Hancock Streets. It is located 
next to the Ocean Gateway parking garage 
and offers spectacular views of the Fore River 
and Casco Bay. The developer plans a mixed-
use development for the property, including a 
130± room hotel, a 50,000± SF office building, 
along with a third, and possibly a fourth 
building expected to house residential units. 

While other activity is underway in this area, 
these projects are the most significant. As with 
16 Middle Street, they will likely be the first ones 
out of the ground due to their size and readiness 
for development.

Marginal Way/Bayside

Over 54,000 cars on I-295 pass Marginal Way 
each day. This highly visible area of the city and 
the adjacent Bayside neighborhood have seen 
a number of developments over the past few 
years, but there’s plenty of room for more.

191 Marginal Way is a 1.6± acre site 
previously home to NAPA and AAA. The building 

will be repurposed as an attractive single-story 
retail building. While tenants have committed to 
a significant portion of the space, their names 
have not yet been released as leases are being 
negotiated. Some space remains available. 

Somerset Street - Known as Midtown, this is 
a recently approved mixed-use project on seven 
acres of land previously owned by the city. The 
Developer, Federated Companies, has approvals 
in place to construct four mid-rise buildings 
housing 445 apartment units, an 801-car, 
176-bicycle parking garage, and 91,952± SF of 
retail space. This will be a highly visible project, 
likely to be built in phases due to its enormity. 

Hanover Street area - The City of Portland 
owns seven parcels totaling 4± acres property in 
the Bayside neighborhood, currently used by the 
Public Works Department. The site is bordered 
by Portland, Alder, Kennebec, and Parris Streets. 
This is a significant property in downtown 
Portland and its ultimate development will most 
likely be mixed-use, including residential, office, 
and retail replacing current predominantly 
industrial usage. 

Downtown, Between Spring & 
Commercial Streets

This area of the city is dominated by Portland 
Square, which consists of two office towers 
totaling 337,755± SF. The 4.6 acre property 
anchors the westerly boundary of the Old Port 
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Maine consumers are increasingly interested in 
eating and drinking local, patronizing businesses 
with whom they share a connection. Maine’s many 
thriving microbreweries are an example. Sean 
Sullivan, executive director of the Maine Brewers 
Guild, credits a law passed in 2011 that allows 
consumers to purchase and sample beer at breweries 
as the “turning point in Maine’s craft beer industry.” 
Beer lovers can enjoy a full sensory experience with 
the freshest of product and engage with those who 
make it. 

Currently, 89 breweries are licensed with the 
Maine Bureau of Alcoholic Beverages and Lottery 
Operations —57 more than in 2000. Brewery growth 
has had a positive impact on all types of commercial 
real estate, including retail, industrial, and most 
interestingly, old mill buildings. Statewide, brewers 
are repurposing long-abandoned buildings from 
Maine’s manufacturing heyday. Solid construction 
along with features like loading docks, floor drains, 
and high ceilings make these buildings ideal for 
brewing beer. 

Maine towns, including Brewer, Portland, Lewiston, 
and Amherst, have all reaped the benefits of local 
breweries revitalizing rundown industrial areas. 
Main Streets in Bar Harbor, Ellsworth, Norway, and 
Lubec have enjoyed a Renaissance thanks to craft 
breweries, which stimulate increased foot traffic and 
attract other businesses.

The impressive growth of Maine breweries in recent 
years has had a spillover effect on other industries, 
including steel, construction, and agriculture. Portland-
based steel manufacturer, TigPro Inc., expanded 
from 4,000 to 10,000 ± SF to keep up with brewery 
orders for materials. And the consumer trend for 
buying local has spurred Maine’s agriculture industry 
to grow hops and grains to make locally sourced 
beer. Businesses such as The Hop Yard in Gorham, 
Aroostook Hops in Westfield, and Blue Ox Malthouse 

in Lisbon Falls have all benefited from craft brewery 
growth. With no let-up in the demand for locally 
sourced products, we expect to see new businesses 
form and existing businesses expand to connect the 
craft brew and agriculture industries.

All this unchecked growth begs the question, “How 
long it will last?” A saturation level for craft beer is 
inevitable. But despite all of the Maine breweries that 
have opened since 2000, craft beer consumption 

is still less than 20% of the total market. Many 
communities are still underserved. So we see the 
trend for micro brewing continuing at the macro 
brewer’s expense. The pre-prohibition model, where 
breweries serve as community gathering spots and 
intentionally stay small, is thriving, because it helps 
brewers maintain their valued connections with local 
consumers.

The Impact of Breweries on Commercial Real Estate by Tim Millett, Associate

Bissell Brothers, Portland

MAINE LICENSED BREWERIES  
POST PROHIBITION

Foulmouthed Brewing, South Portland

BUSINESS IS BOOMING  
FOR MAINE CRAFT BREWERS

Baxter Brewing Co. Lewiston

Spent $2m in 2014 to quadruple production

Maine Beer Co. Freeport

Approved 20,000± SF expansion

Bissell Brothers Portland

Relocated to Thompsons Point in 2016

Foundation Brewing Co. Portland

Expanded to 7,500± SF in 2016, growing again 
in 2017

Sebago Brewing Co. Gorham

$5million, 30,965± new headquarters

Island Dog Brewing Co. South Portland

Leased 4,185± SF to start new brewery

Maine Brew Bus Portland

Leased 4,600± SF

Bunker Brewing Co. Portland

Leased 8,001± SF flex space
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Regional Market Observations by Chris Paszyc, CCIM, SIOR, Partner

Work has begun on the redevelopment of the 
TW Dick facility in downtown, where Developers 
Collaborative will build 15 workforce and 28 
senior housing units, and a 15,000± SF medical 
arts building. We also saw Camden National 
Bank donate their 22,000± SF building on the 
waterfront to the Gardiner Main Street Program. 
We expect Gardiner Main Street to partner with 
a developer in 2017, to redevelop the building 
as live-work space supporting the creative 
economy. 

WATERVILLE

In 2016, Colby College purchased five 
downtown development sites with plans for a 
150–200 student apartment complex, a new 
42-room hotel with restaurant, and renovation 
of a large downtown property for Collaborative 
Consulting/CGI. Additionally, the Alfond 
Foundation announced that it will be contributing 
$20 million dollars to Waterville’s downtown 

district. The 236,000± SF Hathaway Creative 
Center was marketed as an investment property 
and is under contract for sale. We expect this 
transaction to close in 2017. Other large 
investment sales included the Shaw’s Plaza and 
the JFK Plaza, anchored by Hannaford. 

One of the more surprising announcements in 
2016 was the new I-95 interchange to support a 
logistics and manufacturing hub on Trafton Road. 
This area includes 900 acres of developable 
land and an existing 227,000± SF warehouse, 
and is expected to generate over $34 million of 
investment. 

Another exciting development in 2016 was the 
groundbreaking for the historic revitalization 
of Waterville’s iconic Seton Hospital, a $10 
million mixed-use redevelopment that will 
include commercial space and approximately 
50 market-rate housing units. Maine General 
Medical Center is a tenant at the 80-plus acre 

campus which is located next to Colby College, 
and Woodfords Family Services will be locating 
an office there as well.

MIDCOAST

Cooks Corner and Brunswick Landing continued 
to experience great success in 2016. One of 
the more noteworthy additions to the market is 
Wayfair, who took occupancy of a 40,000± SF 
former Navy building and plans to hire up to 
500 workers. Frosty’s Donuts, Oxford Networks, 
and Irving also found homes at The Landing and 
we expect additional tenants to join in 2017. 
Major retailers, including Bed Bath & Beyond 
and PetSmart have moved to the Merrymeeting 
Plaza over the past year. Topsham Fair Mall has 
seen continued growth, with Buffalo Wild Wings 
and Bedderrest committing to new locations. 
However, Best Buy closed their store and Bed 
Bath & Beyond relocated. 

The most notable investment offering in the market 
during 2016 was the former Naval base housing 
redeveloped by George Schott. The package of 
nearly 600 units in several neighborhoods, was 
priced at $54 million. It is under contract and 
expected to close some time in Q1 2017.

LEWISTON-AUBURN

2016 was an exciting year for investment real 
estate in the Twin Cities. In Auburn, the Hobby 
Lobby Plaza, Mt. Auburn Plaza, and Nobility 
Plaza sold for $20 million. In downtown Auburn, 
the Skelton, Taintor & Abbott building sold for 
$1.9 million. In Lewiston, The Promenade Mall 
sold for $4 million, and the Taylor Brook Mall 
and Marketplace Mall sold for a combined $2.8 
million. We anticipate this trend will continue into 
2017 with more significant properties coming to 
market. 

Auburn’s Center Street is experiencing an influx 
of retail repurposing with Aroma Joes, Taco Bell, 
Sherwin-Williams, Krispy Kreme, Firehouse Subs, 
Cricket Wireless, and Sport Clips all entering the 
market. We also saw the City of Lewiston approve 
the exit 80 incentive plan for the development of 
a 56-acre retail center of 168,600± SF. 

The $70 million redevelopment of Bates Mill 
No.5 gained momentum now that Grand Rounds, 
a West Coast-based healthcare technology 
company, has optioned space in the project. 
Other anticipated tenants include Central Maine 
Health Care, the YMCA, and a boutique grocery 
store. Grand Rounds moved into Mill 7 in 2016 
and plans to hire 200 people in Maine over the 
next five years. In addition, Nathan Szanton 
is redeveloping the former site of Marco’s 
Restaurant on Lisbon Street to include a five-story 
building with 71 apartment units above street 
level, retail space, and a restaurant.

On the industrial front, L.L. Bean’s boot making 

division is expanding their operations into the 
120,000+ SF former VIP Auto warehouse and 
distribution center at 12 Lexington Street in 
Lewiston. However, this will leave their former 
facility at 75 Westminster Street available for re-
use.

We expect to see construction of new housing 
stock in Lewiston’s downtown, new medical 
offices, and the redevelopment of the Promenade 
Mall making headlines in 2017. 

AUGUSTA

The redevelopment of downtown took center 
stage in 2016, with a number of developers 
taking on projects that will add significantly to 
the number of market-rate apartments, along 
with renovated restaurant and retail spaces. We 
expect this to continue in 2017. 

In 2017, the city will be repositioning the 
marketing of the Kennebec Locke site (formerly 
Augusta Tissue) from a transportation-centered 
commercial hub to something akin to Thompson’s 
Point in Portland. The property has already 
attracted the attention of regional breweries 
and the goal is to redevelop it as a mixed-use 
site, attracting businesses seeking to take full 
advantage of river access and waterfront views.
Redevelopment of the nine-acre former MDOT 
site on Capitol Street is moving slowly. The state 
issued two RFPs during 2016, and is currently 
reviewing proposals. However, given the 
aggressive rental rate targets they are looking 
to achieve, it’s questionable whether that 
redevelopment will move forward in 2017. In the 

meantime, the 210,725 SF Ballard Center has 
experienced great success. The building reached 
63 percent occupancy in 2016, and we expect 
that to grow by double-digits in 2017. 

We anticipate the start of phase two of the 
Commerce Center project, which will bring 
another 63 acres available for office, light 
industrial, and warehousing potential. 

GARDINER

The Libby Hill Business Park experienced growth 
in 2016, becoming a burgeoning food hub for 
Central Maine. Central Maine Meats completed 
their building, with plans to partner with 
Commonwealth Poultry and double in size in 
2017. We also saw Pine State Trading Company 
sell their convenience store division to Core-Mark. 
As part of that transaction, the distribution center 
(formerly occupied by Associated Grocers) was 
sold as an investment.

Concept plan for Kennebec Locke, former Augusta Tissue 
Site

173 Main Street, Waterville

Waterville’s Main Street, transformed
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Downtown Class A Portland SummaryDowntown Class A Space and Asking Rates
FLOOR 13

12

11 8,673 SF

10

9

8

7

6

5

4

3 3,406 SF

2 5,325 SF

1 RETAIL RETAIL 1,000 SF RETAIL

One
Canal Plaza

Two
Canal Plaza

Three
Canal Plaza

One
City Center

Two
City Center

145
Commercial St

254
Commercial St

511
Congress St

7 Custom
House Street

280 
Fore Street

300
Fore Street

54 Marginal 
Way

Building SF 129,780 44,273 64,495 202,754 26,753 30,400 95,000 128,400 49,600 69,481 61,129 50,989

Available 3,406 0 0 13,998 0 0 1,000 0 0 0 0 0

Occupancy 97% 100% 100% 93% 100% 100% 99% 100% 100% 100% 100% 100%
Sublease 7,257 0 9,864 16,462 0 0 0 0 0 0 0 0

FLOOR 10

9 4,715 SF

8 910 SF

7

6 6,218 SF

5 7,841 SF 5,919 SF

4

3 7,478 SF 12,671 SF

2

1 RETAIL RETAIL RETAIL

63 Marginal 
Way

84 Marginal 
Way

100 Middle
East Tower

100 Middle
West Tower

130
Middle St

One
Monument Sq

Two
Monument Sq

25
Pearl Street

27
Pearl Street

One
Portland Sq

Two
Portland Sq

Building SF 34,000 102,804 106,149 99,600 32,000 114,400 119,442 32,000 46,767 190,000 145,000

Available 0 0 0 7,478 0 14,059 5,625 0 0 5,919 0

Occupancy 100% 100% 100% 92% 100% 88% 95% 100% 100% 97% 100%

Sublease 0 0 0 0 0 12,671 0 0 0 0 0

 
     

 Occupied

Sublease

Asking Rent < $20

Asking Rent > $20
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Address Floors Built Renovated  Total 

Rentable 
‘15

 Available 
SF ‘15 

 Quoted 
Rent ‘15 

Vacancy 
Rate ‘15

Total 
Rentable 

‘16

 Available 
SF ‘16 

 Quoted 
Rent ‘16

Vacancy 
Rate ‘16

Sublease 
‘16

One Canal Plaza 10 1970 1994  129,780  7,700  $23.75 5.93%  129,780  3,406  $23.75 2.62%

Two Canal Plaza 4 1972 1992  44,273   44,273 

Three Canal Plaza 6 1980  64,495  64,495 

One City Center 13 1984 1994  202,754  11,362  $19.50 5.60%  202,754  13,998  $25.00 6.90%

Two City Center 5 1985 1996  26,753  26,753 

145 Commercial Street 3 2000  30,400  30,400 

254 Commercial Street 5 1900 2011  95,000  95,000  1,000  $19.50 1.05%

511 Congress Street 9 1974 1996  128,400  16,560  $17.50 12.90%  118,400 

7 Custom House Street 5 2000  49,600  49,600 

280 Fore Street 5 2004  69,481  3,087  $23.00 4.44%  69,481 

300 Fore Street 6 2007  61,129  61,129 

54 Marginal Way 5 2002  50,989  50,989 

63 Marginal Way 4 2007  34,000  34,000 

84 Marginal Way 10 2008  102,804  102,804 

100 Middle Street East 7 1986  106,149  106,149 

100 Middle Street West 7 1986  99,600  24,065  $23.00 24.16%  99,600  7,478  $23.00 7.51%

130 Middle Street 4 1981  32,000  32,000 

One Monument Square 10 1973  114,400  14,058  $22.00 12.29%  114,400  14,059  $22.50 12.29%  12,671 

Two Monument Square 9 1980 1996  119,442  119,442  5,625  $23.00 4.71%

25 Pearl Street 3 1989 1999  32,000  32,000 

27 Pearl Street 4 1971 1993  46,767  10,020  $21.10 21.43%  46,767 

One Portland Square 10 1987  190,000  190,000  5,919  $27.00 3.12%

Two Portland Square 7 1990  145,000  2,477  $27.00 1.71%  145,000 

TOTALS 1,975,216  89,329 4.52%  1,965,216  51,485 2.62%  12,671 



Notes & Credits 

Information contained herein is researched and 
provided by our in-house staff of administrative 
assistants, associates, associate brokers and 
brokers. 

We have included, to the best of our knowledge, 
all Class A & Class B office buildings in the 
Greater Portland area. Please feel free to contact 
us if we have inadvertently missed one.

Survey data collected is current as of 12/1/2016.
Rents are shown as modified gross and defined as 
all expenses included, except electricity for lights 
and plugs, tenant’s janitorial and parking. Rents 
not quoted as modified gross were converted by 
the addition of an estimated $1.50 for HVAC and 

common area maintenance expenses as reported 
by owner.

Retail space is not included in this Survey.

Net Absorption measures the total amount of SF 
leased over a period of time minus space vacated 
during the same period.

Rental rates outlined in this Survey reflect rates for 
direct lease availabilities. When a range of rental 
rates are available, the prevailing rate is reported. 
Only direct lease rates are quoted in cases when 
direct and sublease space is available. When 
only sublease space is available, no rate is 
quoted.

Definitions of Class A & B office buildings vary 
between markets. We define Class A office 
buildings as those that are investment-grade 
properties featuring a unique design with 
immediate access to parking. They must be ADA-
compliant and benefit from highly professional 
property management. Class B office buildings 
are considered to offer utilitarian space without 
special amenities, are of ordinary design, except 
for historic, renovated buildings and feature 
good maintenance with all floors handicapped 
accessible. 

Please note that outside the context of this report, 
the Greater Portland market uses many definitions 
and thus any building noted herein may, as a 
matter of opinion, fall into a different category in 
the open marketplace. 

Across New England, the strength of the local 
economy has bolstered commercial real estate 
fundamentals. Unemployment in four of the six 
New England states was lower than the national 
rate of 4.6%, with Massachusetts and New 
Hampshire closing out November at 2.9% and 
2.7%, respectively—the first year either state 
has dropped below 3% in over a decade. Along 
with Connecticut, these two states also boast 
employment numbers solidly above their pre-
recession peaks. Rhode Island and Maine have 
yet to best their earlier benchmarks, but with 
employment growth at 2.8% year-over-year, 
easily the highest of all the New England states, 
Maine is on track to reach a new high-water 
mark shortly.

OUTLOOK

CBRE Econometric Advisors (CBRE EA), a wholly 
owned independent research firm under the 
CBRE umbrella, forecasts that the economy will 
begin to contract around 2018, partially due to 
the fact that it is nearing full employment, and 
the inability for companies to fill needed roles 
will stunt growth in the coming years. While 
an increasing number of roles are becoming 
automated, leading to a labor force that has 
been shrinking steadily since 2000, there is a 
skills mismatch for more specialized fields, most 
notably technology.

The office sector will likely experience this 
softening more dramatically than the industrial 
sector, where the continued growth of e-commerce 
is likely to shield it from the full effects of a 
potential downturn. Given that the growth this 

cycle has been more moderate than that of the 
early 2000’s, the corresponding correction is 
not expected to be as drastic as 2008-2009. As 
such, CBRE EA’s projected office rents for 2018 
are still slightly above their 2015 levels, and 
industrial rents are projected to remain elevated 
even as their growth flattens out.

With that said, CBRE EA sees a gradual softening 
over the course of 2017, likely including at least 
two more interest rate hikes, to follow the 25 

basis point increase this past December. Rising 
wages and inflation trending upwards are two 
more factors which are expected to continue 
throughout 2017. It goes without saying that the 
effects of a new administration in Washington 
are also on the minds of many as the new year 
approaches. The bottom line is that after a few 
years of steady growth, 2017 holds a lot more 
unknowns and potential change-makers. By this 
time next year, it is likely that the picture will be 
much clearer regarding what is to come.

New England Overview

Detailed information available on mainemarketoutlook.com
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ABOUT US

CBRE | The Boulos Company is Northern New 
England’s largest commercial real estate services 
firm. The Boulos Company was founded by 
Joseph Boulos in 1975 and became the Maine 
affiliate of CBRE, the world’s largest commercial 
real estate firm, in 2001.
 
The company serves real estate owners, investors 
and occupiers by offering strategic advice and 
execution for property leasing and sales, along 
with property and facilities management and 
project management services. In 2016, CBRE | 
The Boulos Company represented clients in over 
$394 million in transaction volume.
 
Today, the company, with offices in Portland, 
Maine and Portsmouth, NH, consists of 20 
licensed brokerage professionals who assist 
clients in all aspects of commercial real estate 
transactions across the entire state of Maine 
and seacoast of New Hampshire. Our client list 
includes many of the region’s largest employers, 
developers and commercial real estate investors.
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