
■ Locally based Kite Companies recently
announced they have filed papers to
become a $300 million Real Estate
Investment Trust (REIT), to be traded on the
NYSE under the symbol KRG.  They follow
locally headquartered industry giants Simon
Property Group and Duke Realty Corporation
in becoming a REIT.

■ Duke Realty has assembled 1,800 acres in
Zionsville on I-465 near the S.R. 334/267
exits for a planned mixed-use park that will
include retail, office, light industrial and
possibly a hotel.

■ Simon Property Group is said to be pursuing
a new site downtown and a relocation from
downtown to Keystone at the Crossing in a
planned+/- 250,000 sq. ft. tower to be
built.

■ The downtown office market got a boost
from Bank One, which recently announced
that it would move people from Fishers, IN
to help absorb some of their surplus space
in the Bank One Tower.  

■ North Meridian Street buildings got new
owners - locally based Gibraltar purchased
the 100% vacant Meridian Tower from
National City Bank.  Lauth Property Group
is rumored to be the winning bidder to pur-
chase and redevelop Meridian Corporate
Plaza, a 60,000 sq. ft. building situated on
a 19 acre site at I-465 and N. Meridian St.
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T he first quarter of 2004 brought    
slow - but steady - signs of contin-

uing recovery for the Indianapolis office
market.  Meridian Real Estate tracked
an overall first quarter positive net
absorption of 28,639 square feet.  This
builds upon a positive year-end 2003
absorption of 76,773 square feet.
Although a small positive change from
the previous quarter, it indicates a trend
that the office sector may have turned
the corner and most likely portends a
year of relative stability and recovery.
Vacancy rates in most major submarkets
dropped vs. year-end 2003.  The North
Meridian / Carmel submarket is facing a
20.24% vacancy rate.  Due to the fun-
damental strength of this corridor, we
predict that this rate will drop by year-

end 2004 and this corridor will show
significant positive absorption, possibly
in excess of 150,000 square feet.

Overall, we're seeing increasing activity
among small- to medium-sized users in
the marketplace, and signs that corpo-
rate users are beginning to desire
enough space for projected growth.
Much of the sublease space that had
plagued the market since early 2000 has
been absorbed or the leases have expired.
In summary, we're starting to see some
light at the end of the tunnel after a 24-
to 36-month office market recession.

Nevertheless, the market continues to be
a "Tenant's Market", and owners of office
properties are facing a long road to
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recovery. The average office vacancy
rate downtown is 14.24% and subur-
ban is 17.89%. Rental rates declined
slightly due to concessions such as free
rent which are still widely in use.
Looking forward, we expect conces-
sions will continue to be used
throughout 2004, especially for the
few large deals in the marketplace,
which will keep rents essentially sta-
ble. The good news for building own-
ers is that new construction and/or
speculative development of new office
buildings is not expected to return
until 2005 at the earliest. 

Recent private sector downtown devel-
opments further strengthen the down-
town market:  Market Square Partners
was chosen to redevelop the former Market Square Arena site into high-rise residential and retail.  Kite Companies / Mansur
Development announced plans to develop a Conrad Hilton hotel, along with high-end residential condos.  Clarian and the
City of Indianapolis have a Request For Proposal out to six developers for a prime five to seven acre site along the Canal and
West 10th Street, next to the downtown Life Sciences Campus.  Indianapolis Downtown Inc. says downtown is experiencing
the highest total of investment since the organization began tracking figures in the late 1990s.  The organization says there
are 58 projects totaling $2 billion through 2007, with 70 percent of the new investment coming from the private sector.
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INDIANAPOLIS OFFICE MARKET SUMMARIES YTD
No. of Class  A Class B Overall 2004 YTD

Total Inventory Buildings Vacancy Vacancy Vacancy Vacant Space New Construction

CBD/Downtown 10.92 million sq. ft. 72 11.87 % 17.43 % 14.24 % 1.56 million sq. ft. 0 sq. ft.

Entire Suburban 20.59 million sq. ft. 296 17.87 % 22.79 % 17.89 % 4.21 million sq. ft. 188,000 sq. ft.

Midtown 1.00 million sq. ft. 16 0 % 39.24 % 29.81% 299,000 sq. ft. 0 sq. ft.

North Meridian/Carmel 5.46 million sq. ft. 72 20.92 % 19.19 % 20.24 % 1.11 million sq. ft. 28,000 sq. ft.

Northwest 3.33 million sq. ft. 38 18.97 % 22.92 % 20.22 % 673,000 sq. ft. 100,000 sq. ft.

West/Southwest 1.23 million sq. ft. 16 0 % 29.79 % 25.19 % 311,000 sq. ft. 0 sq. ft.

Greenwood 1.09 million sq. ft. 25 29.79 % 13.27 % 19.12 % 207,000 sq. ft. 26,000 sq. ft.

East/Southeast 410,000 sq. ft. 6 n/a 36.92 % 35.23 % 145,000 sq. ft. 0 sq. ft.

Keystone 3.87 million sq. ft. 49 14.96 % 17.90 % 16.29 % 631,000 sq. ft. 0 sq. ft.

Northeast 4.20 million sq. ft. 90 15.61 % 21.06 % 20.08 % 843,000 sq. ft. 34,000 sq. ft.

INDIANAPOLIS AVERAGE CLASS “A” ASKING RENTS - OFFICE
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ABSORPTION SUMMARY
Entire N. Meridian/ West/ East/

CBD/Downtown Suburban Midtown Carmel Northwest Southwest Greenwood Southeast Keystone Northeast

1st Quarter (8,442) sq. ft. 37,081 sq. ft. 11,756 sq. ft. (26,703) sq. ft. 9,795 sq. ft. (86,403) sq. ft. 37,058 sq. ft. 0 sq. ft. 90,283 sq. ft. 1,295 sq. ft.

2nd Quarter n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

3rd Quarter n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

4th Quarter n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

Year-End Total n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
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HISTORIC NEW CONSTRUCTION
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Meridian MarketWatch is a quarterly publication detailing current and historical real estate
news and trends in Indianapolis, Indiana.
For more information regarding this issue Meridian MarketWatch, please contact:

Meridian Real Estate
9000 Keystone Crossing, Suite 1050
Indianapolis, IN 46240
T. 317.875.8888     F.  317.875.9999
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