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P.O. Box 387                                 TEL: 262-442-5492 
Hales Corners, WI  53130         kyle@CornerstoneVS.com 

CORNERSTONE VALUATION SERVICES 
REAL ESTATE APPRAISAL AND CONSULTING 

November 27, 2024 
 
Mr. Steve Kreklow 
Village Administrator 
Village of Germantown 
N112 W17001 Mequon Road 
Germantown, WI  53022 
 
 Re:  Market Study 
   Commercial Market (Retail & Office) 
   Corner of West Mequon Road & Pilgrim Road 
   Germantown, WI  53022 
 
Dear Mr. Kreklow: 
 

In accordance with your request, I am pleased to submit this Market Study addressing the commercial market 
(retail and office) as it pertains to the potential redevelopment of the corner of West Mequon Road and Pilgrim 
Road (primarily at the southeast corner), in the Village of Germantown, Washington County, Wisconsin.   For 
purposes of this analysis, the identified property is referred to as the “subject property.” 
 
Purpose and Function of the Report 
 
Cornerstone Valuation Services has been engaged to provide a Market Study for the commercial (retail and 
office) component of the referenced potential redevelopment project.  The primary purpose of this study is to 
analyze demand, rental rates, vacancy rates, and other pertinent data as it pertains to the retail and office 
markets.  The function of this report is to assist the Village of Germantown and/or their assigns (the client / the 
intended user(s)) with their internal strategic decision-making regarding the potential redevelopment project 
(the intended use).  No other uses or users are intended by Cornerstone Valuation Services.   
 
Appraisal Standards and Reporting Guidelines 
 
The report is subject to the Code of Ethics and the Uniform Standards of Professional Appraisal Practice 
(USPAP) of the Appraisal Foundation.   
 
Limitations of Use and Applicability of Conclusions 
 
Neither the report, the materials submitted, nor our firm name may be used in any prospectus or printed 
materials prepared in connection with the sale of securities of participation interests to the public.  The report is 
made subject to the Statement of Assumptions and Limiting Conditions.  Due to the nature of real estate 
investments and the variety of economic factors that influence value, the conclusion(s) presented in this report 
is/are valid only for the date(s) stated herein.  I have provided no previous valuation services regarding the 
subject property within the three-year period prior to my acceptance of this assignment.   
 
General Conclusions 
 
A summary of our general conclusions and recommendations are included on the following pages. 
 
I have enjoyed serving you in this matter. 
 
Sincerely,  
 
 

 
______________________________________  
Kyle L. Bjerke, Partner 
Wisconsin Certified General Appraiser No. 2040
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EXECUTIVE SUMMARY 
 
Property Location: The area of focus of this study is primarily at the southeast corner of the 

intersection of West Mequon Road / Highway 167 and Pilgrim Road, in the 
Village of Germantown, Washington County, Wisconsin.  Smaller portions of 
the study area are also located at the northwest and northeast corners of the 
intersection.  The Village of Germantown is a suburban community located 
approximately 15 miles northwest of downtown Milwaukee in southeastern 
Wisconsin. 

 
Land Area: The total combined land area of the study area is approximately 50 +/- acres.  

Please refer to the exhibit below, which defines the study area.  The acreage 
referenced above excludes roadway areas and is based on measurements taken 
from the Washington County GIS. 

 

 
 

Proposed Improvements: There are no specific proposed improvements being analyzed in this study.  The 
purpose of this study is to provide general information pertaining to the local 
commercial market. 
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EXECUTIVE SUMMARY 
(Continued) 

 
 
Retail Demand:  Within our study, demand for retail space was calculated through two primary 

methods: a fundamental demand analysis via the buying power segmentation 
method and an inferred demand analysis.  For purposes of our analyses, the 
Primary Market Area (PMA) was set to the Village of Germantown municipal 
boundaries.   

 
The buying power segmentation method recognizes that the fundamental need 
for retail space in a market area is related directly to the total amount of 
effective buying power within the market area.  Effective buying power is 
estimated based on a percentage of household income.  A table summarizing the 
demand estimates from the buying power segmentation Method is below.  As 
shown, there is a net positive demand of 6,821 square feet in current figures 
and net positive demand of 48,609 square feet as of the five-year forecast.  
These figures assume all pending supply included herein is built and the 
existing market supply stabilizes.  Essentially, the market indicates that an 
additional 48,609 square feet of retail space is needed within the PMA over the 
next five years, above and beyond what is currently known to be in the pipeline. 

 

# Line Item Current 5-Year Comment
1 # Households in PMA 22,290 22,000 Per ESRI
2 Average Household Income $180,376 $202,412 Per ESRI
3 Total Household Income in PMA $4,020,581,040 $4,453,064,000 Line 1 x Line 2
4 % of Income Spent on Retail 23.0% 23.0% Per ESRI
5 Total Retail Sales Potential $924,733,639 $1,024,204,720 Line 3 x Line 4
6 % of Retail Sales by Subject Type 40.0% 40.0% Reconciled ESRI Data
7 Total Potential Sales $369,893,456 $409,681,888 Line 5 x Line 6
8 % of Retention of Sales in PMA 90.0% 90.0% CVS Estimate
9 Retail Sales Potential from PMA $332,904,110 $368,713,699 Line 7 x Line 8
10 Sales Required Per SF $250 $250 CVS Estiamte

12 % Estimate of Demand from SMA 20.0% 20.0% CVS Estimate
13 Total Estimate of Demand from SMA 266,323 294,971 Line 11 x Line 12
14 Total Retail Demand from PMA & SMA 1,597,940 1,769,826 Line 11 + Line 13
15 % of Non-Retail Users at Subject 25.0% 25.0% CVS Estimate
16 Plus Demand for Non-Retail Use 399,485 442,456 Line 14 x Line 15

18 Equilibrium Vacancy Rate 5.0% 5.0% CVS Estimate

20 Existing Supply (SF) 2,029,918 2,029,918 CoStar
21 Pending Supply (SF) 0 166,061 CoStar & CVS Research
22 Total Subject SF 14,882 14,882 Per Plans
23 Residual / Net Demand (SF) 57,752 117,857 Line 19 - Lines 20, 21, 22

Demand Calculation - Buying Power Segmentation Method

Line 14 + Line 162,212,2821,997,425Total Demand for Occupied Retail & 
Office/Service Space within PMA

17

Line 9 / Line 101,474,8551,331,616Demand for SF of Retail from 
Households in PMA

11

19 Line 17 / (1 - Line 18)2,328,7182,102,552Adjusted Demand for Retail & 
Office/Service Space within PMA
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EXECUTIVE SUMMARY 
(Continued) 

 
Retail Demand (Cont.):  The inferred demand analysis essentially analyzes the amount of retail space 

currently in the PMA and the amount of vacant retail space currently in the 
PMA and infers demand based on an equilibrium vacancy rate (5.0%).  As 
current retail vacancy rates are below equilibrium, our analysis found that 
18,132 square feet of the existing 1,813,153 square feet of retail space in the 
PMA could be vacated and the market would still be at equilibrium.  Based on 
the 4.0% vacancy rate, this implies that there is currently 1,740,627 square feet 
of occupied retail space.  Dividing this by the 95% equilibrium occupancy rate 
indicates total current demand of 1,832,239 square feet.  Deducting the 
1,813,153 square feet of existing space produces a net positive demand figure 
based on inferred analysis of 19,086 square feet.  This analysis is not forward 
looking, but rather a current estimate.  Assuming a similar spread between the 
current and five-year forecasts as was found in the fundamental demand 
analysis, this analysis would indicate a five-year demand for additional retail 
space of 70,874 square feet.   

 
 Relying on the averages of the two metrics produces an indicated demand for 

12,954 square feet of retail space currently and 59,742 square feet over the 
next five years.  While it should be stressed that forecasting demand is not an 
exact science; based on the two demand metrics relied upon herein, it is clear 
that there is demand for additional retail space within the PMA.   

 
Office Demand:  As it pertains to the demand for additional office space, we relied upon a 

fundamental demand analysis and utilized the residual demand method.  Our 
residual demand calculations are summarized below.  As shown, based on 
current market conditions, there is demand for an additional 17,078 square feet 
of office space.  Based on forecasted changes over the next five years, there is a 
forecasted demand for 22,530 square feet of additional office space above and 
beyond what is currently proposed within the PMA.  As a secondary check for 
the current demand figure of 17,078 square feet; when dividing the total 
amount of occupied office space of 581,396 square feet by 95% (to account for 
a 5.0% equilibrium vacancy rate), the indicated total demand for office space is 
611,996 square feet.  When deducting the total current inventory of 596,304 
square feet, the indicated current demand for additional office space is 15,692 
square feet, which closely approximates our conclusion of 17,078 square feet.   

 

# Line Item Current 5-Year Comment
1 Total Employment in PMA 15,749 16,536 ESRI, CVS
2 % Occupying Office Space 25% 25% ESRI, CVS
3 Total Employed in Office Space 3,937 4,134 Line 1 x Line 2
4 % for Subject's Office Class 100% 100% CVS
5 Total Office Jobs in PMA 3,937 4,134 Line 3 x Line 4
6 Avg. SF Per Office Employee 148 148 CoStar
7 Total Demand for Occupied Office Space 582,713 611,832 Line 5 x Line 6
8 Equilibrium Vacancy Rate 5.0% 5.0% CVS
9 Total Office Demand in PMA 613,382 644,034 Line 7 - (1 - Line 8)
10 Current Inventory 596,304 596,304 CoStar
11 Pending Supply 0 25,200 CVS, Etc.
12 Subject SF 0 0 Plans (None)
13 Residual Demand 17,078 22,530 Line 9 - Lines 10, 11, 12

Residual Demand Calculations - Office
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EXECUTIVE SUMMARY 
(Continued) 

 
Rental Rates: Given the lack of firm development plans in place, forecasting rental rates is 

somewhat academic in nature as the ultimate rental rates will be highly 
dependent on the end product delivered.  Typically, for new construction 
commercial space, the space is delivered in a grey shell condition (bare stud / 
block walls, no flooring, no lighting, no plumbing, no electrical, etc.) or white 
box condition (minimal plumbing, electrical, concrete floors, etc.).  When a 
tenant is procured and a lease is signed, the landlord typically offers a TI 
allowance ranging anywhere from $10.00 to $75.00+ per square foot, which 
goes towards the build-out of the space.  In general, the higher the tenant 
improvement allowance, the higher the base rental rate and/or the longer the 
lease term.   

 
     Landlords are typically willing to offer higher tenant improvement allowances 

to higher quality tenants with longer initial lease terms.  Traditional retail 
spaces will typically command rental rates in the $25.00 - $30.00+ per square 
foot, NNN, range – depending how extensive the build-out is.  Restaurants, 
cafes, and other similar spaces tend to command more extensive build-outs than 
a traditional retail tenant or a financial services tenant, for example, and will 
therefore command a higher lease rate due to the more extensive build-out. 

 
     It is also common for the base rental rate in a new construction lease to be 

reflective of a prevailing market rent (i.e. $16.00 - $18.00 +/- per square foot, 
NNN) and the tenant improvement allowance is then repaid to the landlord 
throughout the term of the lease as additional rent / TI amortization.  For second 
or third-plus generation tenants (i.e. tenants that are leasing space that was 
previously finished and utilized by another tenant), prevailing market rents (i.e. 
$16.00 - $18.00 +/- per square foot, NNN) are typically achieved with much 
lower tenant improvement allowances.  Some tenants are also willing to take 
space “As Is” with no tenant improvement allowance; however, lower rental 
rates can be expected compared to if a TI allowance was offered.  

 
     Based on our analysis, prevailing office lease rates for newer / newly renovated 

office space within the PMA appear to be around $18.00 per square foot, full 
service gross, with triple net (NNN) equivalent lease rates being around $14.00 
per square foot.  Similar to the retail lease rates, higher rates can be expected as 
the TI allowance increases.   
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INTRODUCTION 
 

I am pleased to submit this Market Study addressing the commercial market (retail and office) as it pertains to 

the potential redevelopment of the corner of West Mequon Road and Pilgrim Road (primarily at the southeast 

corner), in the Village of Germantown, Washington County, Wisconsin.   For purposes of this analysis, the 

identified property is referred to as the “subject property.” 

 

Purpose and Function of the Report 

Cornerstone Valuation Services has been engaged to provide a Market Study for the commercial (retail and 

office) component of the referenced potential redevelopment project.  The primary purpose of this study is to 

analyze demand, rental rates, vacancy rates, and other pertinent data as it pertains to the retail and office 

markets.  The function of this report is to assist the Village of Germantown and/or their assigns (the client / the 

intended user(s)) with their internal strategic decision-making regarding the potential redevelopment project 

(the intended use).  No other uses or users are intended by Cornerstone Valuation Services.    

 

Report Standards and Reporting Guidelines 

The report is subject to the Code of Ethics and the Uniform Standards of Professional Appraisal Practice 

(USPAP) of the Appraisal Foundation.   

 

Limitations of Use and Applicability of Conclusions 

Neither the report, the materials submitted, nor our firm name may be used in any prospectus or printed 

materials prepared in connection with the sale of securities of participation interests to the public.  The report is 

made subject to the Statement of Assumptions and Limiting Conditions.  Due to the nature of real estate 

investments and the variety of economic factors that influence value, the conclusion(s) presented in this report 

is/are valid only for the date(s) stated herein.  I have provided no previous valuation services regarding the 

subject property within the three-year period prior to my acceptance of this assignment.  

 

Scope of Work 

The scope of the market study consisted of conducting a physical inspection of the property, obtaining 

demographic and economic information about the immediate neighborhood and municipality, collecting and 

analyzing comparable data, developing the appropriate analyses, and developing final opinions and 

conclusions.  The scope of this analysis included providing an analysis of demand, achievable rental rates, rent 

growth trends, vacancy rates, as well as area and market analytics.  The scope did not include a highest and 

best use analysis, analysis of construction costs, or financial feasibility analysis.  Both primary and secondary 

research is included in this report.  Secondary data consists of U.S. Census data and related projections, and 

was obtained from multiple government sources.  Kyle L. Bjerke was fully qualified at the time of engagement 

to provide an analysis of the referenced property.  No additional steps were needed after this date to satisfy the 



2 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

Competency Rule under USPAP.  Please refer to the appraiser qualifications that are included within the 

Appendix. 

 

The property's location is identified within the Regional Map contained below for reference. 
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Date of Inspection 

The property was inspected most recently by Kyle L. Bjerke on November 22, 2024.   

  

Effective Date of Report 

The conclusions within this report are effective as of November 22, 2024 (the date coinciding with my most 

recent site inspection).   

 

Statement of Assumptions and Limiting Conditions  

This report has been made with the following general assumptions:   
 
 No responsibility is assumed for the legal description provided or for matters pertaining to legal or title 

considerations.  Title to the property is assumed to be good and marketable unless otherwise stated.  
  

 The property is assumed free and clear of any or all liens or encumbrances unless otherwise stated. 
 

 Responsible ownership and competent property management are assumed. 
 

 The information furnished by others is believed to be reliable, but no warranty is given for its accuracy. 
 

 All engineering studies are assumed to be correct.  The plat plans and illustrative material in this report are 
included only to help the reader visualize the property. 

 
 It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or structures that 

render it more or less valuable.  No responsibility is assumed for such conditions or for obtaining the 
engineering studies that may be required to discover them. 

 
 It is assumed that the property is in full compliance with all applicable federal, state, and local 

environmental regulations and laws unless the lack of compliance is stated, described, and considered in 
the report.   

 
 It is assumed that the property conforms to all applicable zoning and use regulation and restrictions unless 

a non-conformity has been identified, described, and considered in this report.   
 

 It is assumed that all required licenses, certificates of occupancy, consents, and other legislative or 
administrative authority from any local, state, or national government or private entity or organization 
have been or can be obtained or renewed for any use on which the opinion of value contained in this report 
is based. 

 
 It is assumed that the use of the land and improvements is confined within the boundaries or property lines 

of the property described and that there is no encroachment or trespass unless noted in the report. 
 
 The signatories shall not be required to give further consultation or testimony, or appear in court or at any 

public hearing with reference to the property considered, unless prior arrangements have been made with 
the client. 

 
 The report was prepared for the purpose stated and should not be used for any other purpose.  
 
 Possession of this report, or a copy thereof, or any part thereof, does not carry with it the right of 

publication, nor may it be used by anyone but the party for whom it has been prepared without the prior 
written consent and approval of Cornerstone Valuation Services. 
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 Unless otherwise stated in this report, the existence of hazardous materials, which may or may not be 
present on the property, was not observed by the analyst.  The analyst has no knowledge of the existence 
of such materials on or in the property.  The analyst, however, is not qualified to detect such substances.   
The presence of substances such as asbestos, urea-formaldehyde foam insulation and other potentially 
hazardous materials may affect the value of the property.  The opinion of value is predicated on the 
assumption that there is no such material on or in the property that would cause a loss in value.  No 
responsibility is assumed for such conditions or for any expertise or engineering knowledge required to 
discover them.  The intended user is urged to retain an expert in this field, if desired.   

 
 This report is intended to be read and used as a whole and not in parts.  Separation of any section or page 

from the main body of the report is expressly forbidden and invalidates the report. 
 
 None of the contents of this report (especially any conclusions as to value, the identity of the analyst(s), or 

the firm with which he is connected or any references to the Appraisal Institute) shall be disseminated to 
the public through advertising media, news media, sales media, or any other public means of communic-
ation without the prior written consent and approval of Cornerstone Valuation Services. 

 
 Where the property being considered is part of a larger parcel or tract, any values reported relate only to the 

portion being considered and should not be construed as applying with equal validity to other portions of 
the larger portion or tract. 

 
 Any projections of future rents, expenses, net operating income, mortgage debt service, capital outlays, 

cash flows, inflation, capitalization rates, discount rates or interest rates are intended solely for analytical 
purposes and are not to be construed as predictions of Cornerstone Valuation Services.  They represent 
only the judgment of the authors as to the assumptions likely to be used by purchasers and sellers active in 
the marketplace, and their accuracy is in no way guaranteed. 
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PROPERTY DESCRIPTION 
 
Location: The area of focus of this study is primarily at the southeast corner of the 

intersection of West Mequon Road / Highway 167 and Pilgrim Road, in the 
Village of Germantown, Washington County, Wisconsin.  Smaller portions of 
the study area are also located at the northwest and northeast corners of the 
intersection.  The Village of Germantown is a suburban community located 
approximately 15 miles northwest of downtown Milwaukee in southeastern 
Wisconsin.           

 
Land Area: The total combined land area of the study area is approximately 50 +/- acres.  

Please refer to the exhibit below, which defines the study area.  The acreage 
referenced above excludes roadway areas and is based on measurements 
taken from the Washington County GIS. 
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Soils/Environmental:  A Phase I Environmental Site Assessment was not provided for purposes of 
completing this market study.  This report assumes that the site is not 
adversely impacted by any environmental conditions that would prohibit or 
materially restrict development.  It should be emphasized that Cornerstone 
Valuation Services is not an expert in this area and is not responsible for 
any problems should they exist. The analyses rendered in this report are 
predicated on the assumption that there is no hazardous material on or in 
the property that would substantially affect the subject property’s current 
and future potential uses.   

 
Topography & Drainage:  Based on my inspection of the site and my review of topographic maps, the 

site is primarily flat and drainage does not appear to be a concern.  The site is 
not considered to be topographically challenged.  It is assumed the site would 
be properly graded to promote adequate drainage should redevelopment 
occur.   

 
Utilities:  The subject site is assumed to have access to all necessary utilities in 

adequate quality and quantity to support any future redevelopment. 
 
Access & Visibility:  The subject is located within close proximity to several major local and 

regional thoroughfares, including West Mequon Road / Highway 167 and 
Pilgrim Road, each of which the subject is located along, Fond du Lac 
Avenue / Highway 145, located immediately east of the subject, and 
Interstate Highway 41, located 2.5 miles to the west of the subject, to name a 
few.  These linkages, and others, are exhibited within the Neighborhood 
Map contained within the Neighborhood Overview section of this report.   

 
     The site presently has adequate vehicular accessibility from West Mequon 

Road and from Pilgrim Road and it is assumed adequate accessibility would 
be provided should redevelopment occur.  The corner lot location and 
significant frontage along both roadways provide adequate visibility for 
commercial development.  Overall, access and visibility are considered to be 
very good.     

 
Flood Zone:  According to FEMA Flood Insurance Rate Map (FIRM) with the community 

panel numbers 55131C0376D & 55131C0378D, dated November 20, 2013, 
and the FEMA National Flood Hazard Layer (NFHL), the subject is located 
within Zone X (an area of minimal flood hazard).  A copy of this Flood Plain 
Map is contained later in this section.  

 
Easements, Restrictions, 
Covenants:  A title insurance report was not reviewed.  The site is assumed to be 

encumbered with typical easements for utilities and other infrastructure 
amenities, as well as potentially some shared access easements.  This analysis 
assumes there are no deed restrictions or covenants that would hinder the 
development potential of the site.   

 
Proposed Improvements:  There are no specific proposed improvements being analyzed in this study.  

The purpose of this study is to provide general information pertaining to the 
local commercial market.   
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FLOOD PLAIN MAP 
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NEIGHBORHOOD OVERVIEW 
 

A “Neighborhood” is defined in The Dictionary of Real Estate Appraisal, Seventh Edition (sponsored by the 

Appraisal Institute, 2022) as: 

“1. A group of complementary land uses; a congruous grouping of inhabitants, buildings, or business 
enterprises. 

 
2. A developed residential super pad within a master planned community usually having a 
distinguishing name and entrance.” 

 

An Aerial Photograph of the subject’s neighborhood is included below while an Expanded Aerial 

Photograph and Neighborhood Maps are included on the following pages.   
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EXPANDED AERIAL PHOTOGRAPH 
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NEIGHBORHOOD MAP 
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EXPANDED AREA / REGIONAL MAP 
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Demographic data provided by CoStar, which collects data from the U.S. Census Bureau, is included below 

and on the following page.  For purposes of the information, we utilized the property at the hard corner of the 

intersection of West Mequon Road and Pilgrim Road as the center of the radii (W156N11190 Pilgrim Road). 
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Walk Score 

Walk Score is a company that provides insight (in the form of a Walk Score ranging from 0 to 100) into any 

given property’s proximity to dining / drinking establishments, groceries, shopping, errands, parks, schools, 

and entertainment.  This is a tool that has become very popular in recent years as a means of advertising, 

predominantly for apartment developments.  Although we are focusing only on the commercial component 

within this study, analyzing the Walk Score provides valuable insight with respect to neighborhood 

characteristics.  Areas with higher Walk Scores are likely to be established commercial areas. 

 

The subject’s Walk Score is 62 / 100 based on W156N11190 Pilgrim Road, which gets the classification of 

“Somewhat Walkable,” meaning some errands can be accomplished on foot.  The Walk Score Scale is 

included below. 
 

 
 

 

The subject’s Walk Score is broken down as follows. 
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The subject’s linkages to various points of interest are displayed below.  As shown, the subject is centrally 

located within an established commercial corridor. 
 

 
 

The following shows the areas that can be walked to within approximately 20 minutes, per Walk Score. 
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The Village of Germantown municipal boundaries are included below, for reference.   
 

 
 

Surrounding Land Uses 

Current land uses in proximity to the subject, as a whole, are summarized as follows. 
 

• North: Primarily a mix of a few small commercial uses and older multifamily residential uses.   
 

• South: Primarily single-family residential development.     
 

• East:  Older multifamily development to the northeast and single-family residential development to 

the southeast.  A senior living facility is directly to the east, followed by some undeveloped 

land and industrial uses.    
 

• West: Commercial development is focused along West Mequon Road / Highway 167 to the west, 

with multifamily residential development more prominent to the northwest and single-family 

residential development more prominent to the southwest.   
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REGIONAL OVERVIEW 
 

An analysis of the regional attributes helps analyze the positioning of the subject property as it compares to the 

region as a whole.  Washington County is part of the defined Milwaukee-Waukesha-West Allis Metropolitan 

Statistical Area (MSA).  The most recent unemployment rates for the State of Wisconsin on a County-by-

County basis are included on the following page (provided by the Wisconsin Department of Workforce 

Development), followed by excerpts from a Washington County Workforce Profile (from the same source) and 

a Milwaukee Area Economic Summary provided by the U.S. Bureau of Labor Statistics. 

 

Beginning March / April 2020, the economy showed very high unemployment; however, much of the 

unemployment was relatively short-term in nature.  Nationally, the unemployment rate increased from 3.5% in 

February 2020, to 4.4% in March 2020, to 14.7% in April 2020 before gradually declining to sub-4.0% by 

year-end 2021.  The unemployment rate was 4.1% as of October 2024, per the U.S. Bureau of Labor Statistics, 

as outlined below.  While the unemployment rate has shown slight increases over the last year, the economy 

remains strong.  
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Unemployment rates by county are summarized below.  Washington County has a 2.2% unemployment rate as 

of October 2024. 
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RETAIL MARKET ANALYSIS 
 

This section provides details on the condition of the retail market and its impact on the subject property from 

both a national and local perspective.  After a review of the retail market conditions nationally (Subsection I), I 

will take a more local look at the retail market (Subsection II).   

 

Subsection I:  National Retail Market Overview 

The information contained below was excerpted from the PwC National Strip Shopping Center Market Survey 

– Third Quarter 2024 (the most recent publication available).  Excerpts from a Fourth Quarter 2024 National 

Retail Market Report provided by Marcus & Millichap then follows. 
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Subsection II: Local Retail Market Overview 

The information included below and on the following pages is local retail market data for the Washington East 

Submarket (as identified by CoStar).  The data was extracted in November 2024.  
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PRIMARY MARKET AREA 
 

The first step in the demand analysis is to define the Primary Market Area (PMA).  Many of the methodologies 

relied upon herein were extracted from data provided by the Appraisal Institute; Fanning, Market Analysis for 

Real Estate, 2nd Edition, and other sources as referenced. 

 

Retail market areas are defined based on the following consistent and predictable behavior in society: 
 

• People spend a certain percentage of their income on retail goods and services. 

• People want to spend as much of that as close to home as possible—i.e., convenience matters. 

• The money spent on retail goods and services creates and supports the need for retail space. 

 

Demand for most goods and services decreases with distance from the store location, since the relative cost to 

the consumer increases with distance.  Demand is constrained to a range (measured in terms of distance or 

drive time) beyond which customers will not travel to a specific store location.  The existence of 

competitors/competitive nodes diminishes the range and determines the market area for a good or service.  

Depending upon the goods or services sold, it is not necessary for every business to maximize distance from its 

competitors—sometimes clustering attracts more customers per business than more scattered operations.  

Clustering can create a central place where the businesses together are able to attract more customers per 

business than each one alone.  Clustering results in an increased market area. 

 

Central Place Theory  

Central place theory (CPT) is a geographical concept that can explain the spatial organization (number, size, 

and location) of most goods and services relative to a resident population.  An underlying premise of CPT is 

that profit (through rent minimization or income maximization) is the major consideration in the location of 

retail establishments. 
 

Simply stated, providers of goods and services will locate where they believe they can maximize profits.  CPT 

suggests that certain general urban locations are more desirable than others because of both population density 

and the location of existing businesses already attracting customers.  Central places can be defined by 

population and existing businesses. 
 

• Retail locations are spatially interdependent, resulting in clustering. 

• Spatial growth is a function of demand. 

• Spatial growth is considered ordered and rational depending on demand; demand is a function of 

population (and income). 

• For any retail operation to survive, there must be a threshold population. 
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Threshold Population 

The term threshold population refers to the minimum number of people needed for a business or activity to 

remain active and prosperous. Different types of goods and services have different thresholds.  There are two 

main types of goods and services: 
 

• Higher-order goods (shopping goods) are goods and services that require a high threshold population.  

Higher-order goods are generally specialized items such as automobiles, furniture, fine jewelry, and 

household appliances.  They are bought infrequently by the average household; therefore, more 

households are needed to support the business.  Threshold population is of primary concern. 
 

• Lower-order goods (convenience goods) are goods and services that require a low threshold 

population.  These are goods and services that households replenish frequently, such as food, gasoline, 

and routine domestic items.  Because the typical household purchases lower-order goods frequently, 

fewer households are needed to support the business.  Since most lower-order stores depend on a high 

volume of customers and often rely on “impulse” sales, they seek locations close to higher-order 

goods and services. 
 

The larger the population base, the more kinds of businesses and land uses will be present because the 

threshold population is being reached for more of the higher-order goods and services. 

 

Property Productivity 

Retail property productivity analysis is concerned with how a property’s physical, legal, and locational 

characteristics affect its ability to compete in the local market for customers, and hence affect its value.  Real 

estate is developed to house economic activities, supply services, and provide amenities to meet human needs. 

Retail properties are developed for the sole purpose of providing a location to sell goods and services. 

Productivity analysis is concerned with a retail property’s ability to fulfill this purpose. 

 

The measure of a retail property’s success is its appeal to retail consumers—the actual purchasers of the goods 

and services that can be housed in the retail property.  If the property is successful in appealing to consumers, 

it will in turn be attractive to prospective tenants (retailers).  The value of a retail property is therefore linked 

directly to its ability to attract consumers, the users who create the demand for retail real estate. 

 

Subject Site & Building Analysis 

The subject site is well-positioned along an established commercial thoroughfare.  The subject is located at the 

eastern extent of the primary commercial corridor and features a corner lot location along two moderately 

trafficked local / regional thoroughfares (West Mequon Road / Highway 167, which has an average daily 

traffic count of 13,500-17,200 near the subject, and Pilgrim Road, which has an average daily traffic count of 

12,300 near the subject). 
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The referenced traffic count data is included below. 
 

 
 

The corner lot location enhances both accessibility and visibility.  Access to the site is assumed to be adequate 

and is assumed to be provided from both West Mequon Road and Pilgrim Road.   

 

It is assumed the subject will be developed with an array of retail uses.  In terms of parking, the large overall 

development site is assumed to offer adequate parking, which will likely include a mix of surface parking and 

structured parking.   

 

Any redevelopment that occurs on the subject site is assumed to represent ground-up new construction.  This 

will allow the buildings and the retail spaces to be developed in accordance with modern market standards.   

 

The analysis is predicated on the assumption that there will be flexibility with the zoning regulations and any 

development that occurs on the site will have obtained all necessary approvals and will represent legal, 

conforming uses.  Further, it is assumed all subject spaces will be rented by typical end-users and that leases 

will be structured in a manner that conforms to market norms. 

 

A rating grid for the subject is included on the following page, which compares the subject to a typical 

property in the market.  As shown, we have rated the subject as average or superior to the market standard for 

all categories.  Much of the grid is based on assumptions that any subject development would conform to 

market norms and there will be no atypical uses.   
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Typical /
High Moderate Slight Avg. Slight Moderate High

Linkages
   Population X
   Traffic Volume X
   Complimentary Retailers X
   Adjacent Land Uses X
Site
   Size X
   Land-to-Building Ratio X
Parking
   Number of Stalls X
   Location of Parking X
   Convenience X
   Interior Circulation X
Topography
   Circulation Impact X
   Drainage X
   Exterior Access X
   Landscaping X
Building Improvements
   Exterior Appearance X
   Construction Quality X
   Signage Appearance X
   Design Flexibility X
   Street Visibility X
Tenant Mix and Marketing Features
   Tenant Compatability Mix X
   Appeal of Center X
   Shopper Access (Shop-to-Shop) X
   Center's Amenity Features X
Legal Characteristics
   Zoning/Easements/Legal X
*Ratings shown are in comparison to typical retail developments in the broad market area.

Subject Property Rating Grid

Physical Characteristics
Subject Rating

Inferior Superior
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Patterns of Growth 

Analyzing patterns of growth helps establish the PMA boundaries.  Although well-established, the area 

immediately surrounding the subject has shown significant new construction over the last 10 years.  Included 

below are exhibits depicting properties (all property types) that have been constructed in the last 10 years and a 

separate exhibit depicting all properties currently planned or under construction.   
 

Growth Pattern – Constructed in Last 10 Years 

 
 

Growth Pattern – Proposed / Under Construction 
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The are clear areas of growth to the northwest, east, and south-southeast of the subject, which is approximately 

centrally located in each exhibit.  There has been limited growth to the northeast or southwest.  In terms of 

land currently being actively marketed for sale for future commercial development, the majority of the land 

available for sale follows the same development patterns outlined on the preceding page.   
 

Active Commercial Land Listings 

 
 

The Primary Market Area is the geographic area adjoining a property from which a majority of demand and 

the majority of competition are drawn.  The demand that the definition of market area for retail properties 

focuses on is the customer base of the property’s tenants.  Retailers often refer to a market area as a trade area.  

Trade area is defined as “The geographic area from which a retail property consistently draws most of its 

customers; also called a market area.”  Factors that influence the delineation of the market/trade area include 

accessibility, physical barriers, location of competing properties, drive time, and distance. 

 

The data included above and on the preceding pages was utilized to specifically define the PMA.  For purposes 

of this analysis, we will utilize the Village of Germantown municipal boundaries as the subject’s PMA.  

Demographic data for the PMA is included on the following pages.   
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Demand Considerations 

Now that the PMA has been defined and it has been established that the subject’s physical and locational 

characteristics are supportive of the planned development, we will shift the focus to forecasting demand.  The 

primary purpose of the demand analysis is to assess the ability of the subject property to lease up and maintain 

a stabilized occupancy level and to project the achievable rental rates today and in the future.  The fundamental 

need for retail space is expressed as follows: 
 

 
 

Effective buying power is a critical component to a retail demand analysis.  Effective buying power is defined 

in The Dictionary of Real Estate Appraisal, Seventh Edition, as, “The income available for retail spending; 

gross income less taxes and all nonretail expenditures.” 

 

Retail space does not create buying power, but is dependent on attracting existing customers from within its 

market area and capturing a portion of any future buying power as the income of the area grows.  Since 

convenience matters to customers, it follows that the customers closest to the property influence the property 

the most.  Their influence diminishes gradually as the distance increases—hence the three divisions of the 

market area (primary, secondary, and tertiary).   

 

Inferred Demand Analysis 

Inferred demand analysis relies on demand projected on the basis of current market conditions, historical rates 

of change, and absorption patterns. This level of analysis, also referred to as trend analysis, describes what has 

historically occurred in the marketplace.  Common examples of data observed in inferred analysis for retail 

space are: 
 

• Vacancy rate trends 

• Rent growth trends 

 

It follows that the competitors closest to the property suggest the demand level for the subject property.  In 

many cases, the performance of the competitive properties closest to the subject property—those within its 

immediate area (the PMA)—are a reliable indication of demand.  Thus, inferred data obtained about the 

performance of the subject property’s direct competition can be seen as an adequate indication of the subject 

property’s performance.  However, the results are only reliable if market conditions are expected to be 

relatively stable.  While history can be a great indication of the future, this approach is largely a lagging 

indicator, or the result observed from certain catalysts in the marketplace. If significant changes in supply or 
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demand are anticipated, a fundamental analysis is typically conducted to develop a reasonable prediction of 

future market conditions.  Even when market conditions have remained relatively stable and are forecasted to 

remain relatively stable, fundamental demand analyses are often conducted.   

 

We will utilize CoStar to assist with the inferred demand analysis.  We delineated the subject’s PMA on 

CoStar and included all existing retail properties.  Per CoStar, there is 1,813,153 square feet of retail space 

within the PMA.  The average vacancy rate of the space is 4.0%.  Vacancy rates had generally been declining 

until the COVID-19 pandemic, at which point vacancy rates spiked from sub-3.0% to near 5.5% and have 

gradually declined since.  In order to achieve a market standard 5.0% vacancy rate, 18,132 square feet of 

occupied retail space would need to be vacated.  Another metric to help establish demand for retail space is 

rent growth.  When rents are increasing, demand is also typically increasing, and vice-versa.  Within the PMA, 

rents have been growing over the last 10 years but showed a slight decline in 2024.  CoStar forecasts rent 

growth to pick back up in 2025 and continue for the next five-plus years.   
 

Vacancy Rates – All Retail Space in PMA 

 
 

Market Rents – All Retail Space in PMA 
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The historical data can also be modified to include the more recently completed retail properties in the market 

to provide an analysis as to how well new construction projects have fared in the PMA over the last 20 years.  

When including only those retail properties built in the last 20 years, CoStar reports a 0.0% vacancy rate, 

suggesting there is strong demand for newer retail spaces in the PMA and much of the vacancy in the PMA is 

generated from the older product in the PMA.  Overall, it can be inferred that the increasing rents and low 

vacancy rates indicate ample demand. 
 

As noted, 18,132 square feet of the existing 1,813,153 square feet of retail space could be vacated and the 

market would still be at equilibrium.  Based on the 4.0% vacancy rate, this implies that there is currently 

1,740,627 square feet of occupied space.  Dividing this by the 95% equilibrium occupancy rate indicates total 

current demand of 1,832,239 square feet.  Deducting the 1,813,153 square feet of existing space produces a net 

positive demand figure based on inferred analysis of 19,086 square feet.  It is noted, however, that this figure 

may actually be larger as there may be pent up demand for new retail space in the PMA.  This is suggested 

given that the majority of the vacant space within the PMA is found within a few larger (60,000 to 150,000 +/- 

square foot shopping centers that were constructed 20 to 30 +/- years ago. 

 

Fundamental Demand Analysis 

As noted, inferred demand analysis is often merely used as a starting point for a demand analysis.  Within this 

next section, I will conduct a fundamental demand analysis for the subject, which is demand projected on the 

basis of the underlying factors that affect the economic well-being of real estate, such as employment; 

population; household income, expenditure amounts, and preferences; and spatial growth patterns.  These 

factors are segmented to the subject property’s PMA, and then to the subject property.  There are three primary 

ways to forecast demand based on fundamental relationships, which are as follows: 
 

• Buying power segmentation method 

• Ratio method 

• Sales per capita method (uncommon) 

 

The methods each have their own advantages and disadvantages and developing all three methods isn’t always 

viable.  We will discuss, explore, and develop each appropriate method next.  Note that current and five-year 

forecasts will be projected.   

 

Buying Power Segmentation Method 

The buying power segmentation method recognizes that the fundamental need for retail space in a market area 

is related directly to the total amount of effective buying power within the market area.  Effective buying 

power can be estimated based on a percentage of household income.  Various data points must be established 

for the calculations in this method, which are discussed next.   
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Number of Households in PMA   

Based on data provided by ESRI, the number of households in the PMA are as follows: 
 

• 2024: 8,762 

• 2029: 8,939 

 

Average Household Income in PMA 

Based on data provided by ESRI, the average household income in the PMA is as follows. 
 

• 2024: $126,708 

• 2029: $142,684 

 

Total Household Income in PMA 

Based on the number of households and average household incomes as of the current and five-year forecast 

periods, total household income in the PMA is as follows: 
 

• 2024: $1,110,215,496 

• 2029: $1,275,452,276 

 

Percentage of Household Income Spent on Retail Products 

Based on the data provided by ESRI in the Retail Demand Outlook report for the PMA, the percentage of 

household income spent on retail products in the PMA is as follows. 
 

• 2024: 29.2% 

• 2029: 29.2% 

 

Percentage of Retail Purchases Typically Made at Subject Retail Type 

We must segment the retail spending in the PMA and only include those types of uses that could reasonably be 

expected to be sold at the subject.  Given the nature of the subject, it is reasonable to assume that all forms of 

retail purchases could be made on the subject site (specific development plans are not yet available).   
 

Percentage of Sales Retention in the PMA 

The percentage of retention indicates the total dollars expected to be spent in competitive retail space in the 

subject property’s primary market area.  Industry guidelines suggest that competitive shopping centers will 

capture 70% to 80% of the sales generated by households from the primary market area, with 80% or more 

typical for convenience goods.  Additional sales may be captured from the secondary and tertiary market areas.  

Based on the foregoing, we project 80% retention. 
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Estimate of Sales Per Square Foot to be Profitable 

The earnings prospects (rents) of a retail property depend upon the retail sales from the property.  The estimate 

of sales required to support one square foot of retail space is the link that converts the income available for 

retail purchases into the demand for retail space.  The estimate of the necessary sales per square foot requires 

knowledge of typical, local rental rates.  Rents are typically reported on a per-square-foot basis.  It follows that 

the rent per square foot must be supported by retail sales per square foot.  There is a direct link between the 

rent per square foot and the retail sales per square foot—higher rent requires higher retail sales. 
 

We will rely on data provided by CoStar in order to project an average market rent for all retail space in the 

PMA.  A graph depicting these rents is below.  Current market rents are shown to be $13.80 per square foot, 

NNN, and are forecast to be around $14.17 per square foot, NNN, in five years. 

 

Market Rents – All Retail Space in PMA 

 
 

In order to determine the amount of sales required per square foot to become profitable, we would realistically 

need to know the type of businesses operating from the subject property.  Given the nature of this analysis, this 

is not known.  As such, we will rely on generalized data for markets that have similar rent levels.  Based on our 

research, we will rely on required sales of $200 per square foot.   

 

Adjusting for Demand from Secondary Market Area 

Although retail properties in a primary market area do not typically retain all sales from households in the 

primary market area, additional sales can be captured from households in the secondary and tertiary market 

areas.  In an average market, sales that leak out of the primary market will be approximately offset by sales 

captured from secondary and tertiary markets, and total sales will equal approximately 100% primary market 

retention.  Sales in above-average markets will exceed 100% retention and sales in below-average markets will 
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be below 100% retention.  Centrally located markets may be better able to attract sales from outside the 

primary market than more outlying or less mature markets.  Retail markets with employment nodes, tourists, or 

other draws may be better able to attract sales from households outside the primary market than markets that 

lack such draws. 

 

The subject is located in the Village of Germantown.  There are few major commercial corridors positioned to 

the south in Menomonee Falls and to the east of the subject in the Mequon / Thiensville market, but there is 

ample residential development in these areas.  As such, it is likely that the subject will draw sales from 

secondary market area above and beyond what is offset by the sales lost from households within the PMA.  We 

project 20% of the subject’s sales will come from the secondary market area.   

 

Non-Retail Users within Retail Centers 

Within “retail” centers, shopping centers, and the like, it is common that not all spaces will be occupied by 

retail users.  Often, some of the space is occupied by an office / service-type user (an insurance company, 

financial planning company, etc.) or a medical office type user (a dental clinic, eye care clinic, etc.).  Based on 

my analysis of typical tenant bases at multi-tenant properties such as the subject, we estimate that 

approximately 25% of the “retail” space will be occupied by one of these non-traditional-retail users.  

 

Equilibrium Occupancy / Vacancy Rate 

The data collected up to this point will provide an indication of the demand for occupied space.  Healthy 

markets require a certain amount of vacant space to allow for tenant turnover, among other considerations.  

According to The Dictionary of Real Estate Appraisal, Seventh Edition, Equilibrium Vacancy is defined as, 

“The amount of vacancy that would be expected for a given market when it is at equilibrium. Also known as 

normal vacancy or natural vacancy.”  Essentially, the indicated demand for occupied space must be divided by 

(1 minus the equilibrium vacancy rate), or more simply stated, divided by the equilibrium occupancy rate.  

 

As outlined earlier and shown again below, vacancy rates in the PMA are low and currently sit around 4.0%.  

Healthy markets typically require a minimum of a 5.0% vacancy rate, on average.  Given that current vacancy 

rates are below this, we will utilize the minimum 5.0% vacancy rate as the equilibrium vacancy rate (95.0% as 

the equilibrium occupancy rate).   
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Residual / Net Demand Considerations 

While the preceding data collected will provide an indication of the demand for retail space in the PMA, we 

must compare this indication to the amount of retail space that currently exists in the PMA as well as to the 

amount of space in the pipeline and the amount of planned subject space, which is not known at this time.  

These are discussed next. 

 

Current Inventory 

As outlined in the inferred demand analysis, the existing supply is 1,813,153 square feet.  

 

Pending Supply 

To identify the pending supply, I contacted local planning departments, held discussions with market 

professionals, and utilized various third-party sources, such as CoStar.  The only true retail development in the 

pipeline that we could identify was a development in the early planning stages northeast of Fond du Lac 

Avenue and Donges Bay Road.  The multi-phase development is to include a 20,000 square foot commercial 

building and two mixed-use buildings with unspecified / indetermined commercial square footage.  For 

purposes of this analysis, we will assume 20,000 square feet of retail space in the pipeline.    

 

Subject Square Feet 

The square footage of the subject’s retail space is not yet known.  As this study is focusing on the pure demand 

for additional commercial space, the subject’s square footage will be set to 0 square feet.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



69 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

Demand Summary – Buying Power Segmentation Method  

A table summarizing the demand estimates from the Buying Power Segmentation Method is below.  As 

shown, there is a net positive demand of 6,821 square feet in current figures and net positive demand of 48,609 

square feet as of the five-year forecast.  These figures assume all pending supply included herein is built and 

the existing market supply stabilizes.  As a reminder, the inferred demand analysis conducted earlier indicated 

a current net positive demand of 19,086 square feet.   
 

# Line Item Current 5-Year Comment
1 # Households in PMA 22,290 22,000 Per ESRI
2 Average Household Income $180,376 $202,412 Per ESRI
3 Total Household Income in PMA $4,020,581,040 $4,453,064,000 Line 1 x Line 2
4 % of Income Spent on Retail 23.0% 23.0% Per ESRI
5 Total Retail Sales Potential $924,733,639 $1,024,204,720 Line 3 x Line 4
6 % of Retail Sales by Subject Type 40.0% 40.0% Reconciled ESRI Data
7 Total Potential Sales $369,893,456 $409,681,888 Line 5 x Line 6
8 % of Retention of Sales in PMA 90.0% 90.0% CVS Estimate
9 Retail Sales Potential from PMA $332,904,110 $368,713,699 Line 7 x Line 8
10 Sales Required Per SF $250 $250 CVS Estiamte

12 % Estimate of Demand from SMA 20.0% 20.0% CVS Estimate
13 Total Estimate of Demand from SMA 266,323 294,971 Line 11 x Line 12
14 Total Retail Demand from PMA & SMA 1,597,940 1,769,826 Line 11 + Line 13
15 % of Non-Retail Users at Subject 25.0% 25.0% CVS Estimate
16 Plus Demand for Non-Retail Use 399,485 442,456 Line 14 x Line 15

18 Equilibrium Vacancy Rate 5.0% 5.0% CVS Estimate

20 Existing Supply (SF) 2,029,918 2,029,918 CoStar
21 Pending Supply (SF) 0 166,061 CoStar & CVS Research
22 Total Subject SF 14,882 14,882 Per Plans
23 Residual / Net Demand (SF) 57,752 117,857 Line 19 - Lines 20, 21, 22

Demand Calculation - Buying Power Segmentation Method

Line 14 + Line 162,212,2821,997,425Total Demand for Occupied Retail & 
Office/Service Space within PMA

17

Line 9 / Line 101,474,8551,331,616Demand for SF of Retail from 
Households in PMA

11

19 Line 17 / (1 - Line 18)2,328,7182,102,552Adjusted Demand for Retail & 
Office/Service Space within PMA
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Demand Analysis – Ratio Method 

The ratio method is a hybrid application that incorporates both inferred and fundamental data.  In this case, it is 

based on the relationship between occupied retail space and current population.  In applying the ratio method, 

the analyst first uses inferred data to calculate the current occupied retail square footage per household in the 

market area.  Then the analyst uses this ratio in conjunction with a household forecast to estimate the demand 

for additional occupied retail space in the market area.  The method is only applicable if the following 

conditions can be met: 
 

• There must be no evidence of pent-up demand; that is, current retail vacancy must be no less than 

equilibrium vacancy, and there must be no other evidence of unsatisfied demand.  Otherwise, the 

current relationship between total households and occupied retail space would be an inaccurate 

representation of current demand. 
 

• Future population composition is expected to remain the same as current composition; that is, income 

characteristics are not expected to change. 
 

• Future retention of sales in the primary and secondary market areas is not expected to change. 
 

• Future percentage of non-retail use is not expected to change. 
 

This method is inapplicable for the subject given that the first condition outlined above cannot be met.  Current 

market retail vacancy rates are below equilibrium vacancy.  Additionally, the second condition can also not be 

met given that incomes in the area are expected to increase rather dramatically over the next five years, per 

ESRI.  Based on the foregoing, the ratio method is inapplicable for the subject. 
 

Demand Analysis – Sales Per Capita Method 

This method, which analyzes retail sales per capita, is not commonly developed and is only utilized when there 

is inadequate data available to support other methods.  As we was able to conduct a reliable inferred demand 

analysis and a fundamental demand analysis via the Buying Power Segmentation Method, the Sales Per Capita 

Method will not be developed. 
 

Demand Conclusion 

The Buying Power Segmentation Method showed net positive demand of 6,821 square feet in current figures 

and net positive demand of 48,609 square feet as of the five-year forecast.  The inferred demand analysis 

indicated that 18,132 square feet of the existing supply could be vacated and the market would still be at 

equilibrium.  In other words, the inferred demand analysis suggests 19,086 square feet of additional retail 

space could be constructed in the PMA and the market would still be at equilibrium.  These figures are based 

on typical household growth over the next five years.  Certainly, retail demand will increase if large residential 

projects are delivered in the market over this time period – especially if the subject is part of a larger mixed-

use / towne center type development project.  Based on the data analyzed herein, it is clear that there is ample 

demand for additional retail space in the PMA.  
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Market Rent Analysis – Retail 

As there are no firm development plans in-place for the subject and we do not know the size of individual 

suites, whether suites are corner or in-line suites, whether suites will be general retail suites, restaurants, etc.; 

our market rent analysis will be presented in very broad terms.   

 

In order to drive opinions of market rent for retail, we will analyze comparable leasing transactions from the 

market area as well as analyze rental rates being advertised at available space in the market.  Additionally, we 

held discussions with active local market professionals.  Leasing details for leases signed in the last several 

years for street level commercial space in the market are summarized on the following pages.  Note that the 

geographical area was expanded beyond the PMA in order to find sufficient leasing data. 



72 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

 
 

 



73 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

 



74 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

 



75 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

 
 

Rents ranged from $10.00 per square foot to $33.00 per square foot, NNN, with one outlier at $55.99 per 

square foot, full service gross.  The average rent for the NNN lease structures was around $16.00 per square 

foot.  The average amount of space leased was 2,699 square feet.  In terms of spaces located within 

Germantown along West Mequon Road, lease rates ranged from $14.00 to $18.00 per square foot, NNN.  

These spaces are located within multi-tenant strip centers that were constructed between 1990 and 2005.  In 

terms of lease listings for available retail space within Germantown, active listings were between $14.00 and 

$18.00 per square foot, NNN, along West Mequon Road 

 

Some of the important factors to consider when determining an appropriate market rent for retail space are 

summarized as follows: 

 

Location:  This considers population and income levels in the area and the overall desirability of the location 

from more of a macro perspective.  The subject is well-positioned along a commercial thoroughfare with 

ample population and income levels to support a retail use. 

 

Access & Visibility:  This considers the accessibility and visibility of the development as a whole from a 

micro perspective.  Corner lot locations are superior to midblock locations.  Additionally, how easily 

accessible the site is from surrounding roadways is factored herein.  The subject has a corner lot location and is 

easily accessible from surrounding roadways.  Given the large site size, it is likely the subject will feature 

some retail pads with corner locations and midblock locations.  
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Year Built:  Newer construction properties typically command higher rents than older properties given 

changes in design tastes.  The subject will represent brand new construction. 

 

Suite Size:  Larger suites will typically rent for less on a per-square-foot basis, and vice-versa, given 

economies of scale.  

 

Corner vs. In-Line Suite:  Corner suites typically rent for more than an in-line suite, all else held equal.  The 

subject is assumed to have a mix of corner and in-line suites.   
 

Anchor Tenants:  Properties that are located in a well-anchored development or area will typically rent for 

more than freestanding retail properties that are not in proximity to an anchor, such as a grocery store, big box 

store, or similar.  It is unknown if the subject will feature any anchor tenants.  
 

TI’s / Build-Out:  When higher TI allowances are offered and/or when spaces are more extensively built out, 

higher rents are typically achieved.   

 

These lease rates analyzed herein are primarily not reflective of first generation lease rates, but rather, spaces 

that are being re-leased after the original and/or various additional prior tenants have vacated the space.  Often, 

the space is already built-out and tenants are taking the space “As Is” or with a minimal tenant improvement 

(TI) allowance given by the landlord.  Higher lease rates are achieved for new construction projects as the 

spaces typically command significantly higher TI allowances.   
 

Typically, for new construction commercial space, the space is delivered in a grey shell condition (bare stud / 

block walls, no flooring, no lighting, no plumbing, no electrical, etc.) or white box condition (minimal 

plumbing, electrical, concrete floors, etc.).  When a tenant is procured and a lease is signed, the landlord 

typically offers a TI allowance ranging anywhere from $10.00 to $75.00+ per square foot, which goes towards 

the build-out of the space.  In general, the higher the tenant improvement allowance, the higher the base rental 

rate and/or the longer the lease term.   
 

Landlords are typically willing to offer higher tenant improvement allowances to higher quality tenants with 

longer initial lease terms.  Traditional retail spaces will typically command rental rates in the $25.00 - $30.00+ 

per square foot, NNN, range – depending how extensive the build-out is.  Restaurants, cafes, and other similar 

spaces tend to command more extensive build-outs than a traditional retail tenant or a financial services tenant, 

for example, and will therefore command a higher lease rate due to the more extensive build-out. 
 

It is also common for the base rental rate in a new construction lease to be reflective of a prevailing market rent 

(i.e. $16.00 - $18.00 +/- per square foot, NNN) and the tenant improvement allowance is then repaid to the 

landlord throughout the term of the lease as additional rent / TI amortization.  For second or third-plus 
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generation tenants (i.e. tenants that are leasing space that was previously finished and utilized by another 

tenant), prevailing market rents (i.e. $16.00 - $18.00 +/- per square foot, NNN) are typically achieved with 

much lower tenant improvement allowances.  Some tenants are also willing to take space “As Is” with no 

tenant improvement allowance; however, lower rental rates can be expected compared to if a TI allowance was 

offered.  

 

It is also important to note that smaller suites typically rent for more on a per-square-foot basis than larger 

suites.  Large spaces, such as spaces to be occupied by a grocery store or a health club, will typically command 

a much lower rent per square foot when compared to a 1,500 square foot general retail suite, for example.  

Additionally, corner suites will rent for more than an in-line suite, all else held equal.   

 

Forecasting a specific market rent for new construction becomes somewhat academic in nature as the ultimate 

lease rate will be highly dependent on the tenant, their space requirements in terms of both size and build-out, 

the length of the lease, and other lease terms.   
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OFFICE MARKET ANALYSIS 
 

This section provides details on the condition of the office market and its impact on the subject property from 

both a national and local perspective.  After a review of the office market conditions nationally (Subsection I), 

we will take a more local look at the office market (Subsection II).   

 

Subsection I:  National Office Market Overview 

The information contained below was excerpted from the PwC National Suburban Office Market Survey – 

Third Quarter 2024 (the most recent publication available).  Excerpts from a 2024 National Office Market 

Report provided by Marcus & Millichap then follows. 
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Subsection II: Local Office Market Overview 

The information included below and on the following pages is local retail market data for the Washington East 

Submarket (as identified by CoStar).  The data was extracted in November 2024.  
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DEMAND ANALYSIS: OFFICE 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



89 
 

 
Cornerstone Valuation Services 

Milwaukee, Wisconsin 

Primary Market Area 

The first step in the demand analysis is to define the Primary Market Area (PMA).  Many of the methodologies 

relied upon herein were extracted from data provided by the Appraisal Institute; Fanning, Market Analysis for 

Real Estate, 2nd Edition, and other sources as referenced.  Further, much of the data presented earlier in this 

study will be relied upon herein.  To help define the PMA, we will first analyze subject site and building 

characteristics. 

 

Subject Site & Building Analysis 

In the table below are some of the key considerations for an office property.  As the subject represents 

proposed construction with no development plans in-place at this time, the subject essentially has a blank slate 

and is able to be developed to meet the demand for today’s office users.  As such, the subject is rated as being 

average or superior to a typical property in the market for all categories. 
 

Typical /
High Moderate Slight Avg. Slight Moderate High

Site
   Parking X
   Access X
   Visibility X
   Proximity to Support Facilities X
Building Improvements
   Construction Quality X
   Design & Exterior Appearance X
   Size (Leasable Area) X
   Security Features X
   Efficiency Ratio X
   Condition & Effective Age X
   Obsolescence X
   Quality of Tenant Finish X
Legal Considerations
   Zoning Conformance X
   Deed Restrictions X
   Lease Restrictions X
*Ratings shown are in comparison to typical retail developments in the broad market area.

Subject Property Rating Grid - Office

Physical Characteristics
Subject Rating

Inferior Superior

 
 

For purposes of this analysis, similar to the retail demand analysis, we will utilize the Village of Germantown 

municipal boundaries as the subject’s PMA.  Demographic data for the PMA was presented earlier in this 

report.   
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Fundamental Demand Analysis - Office 

Fundamental demand analysis employs the appropriate demand generator (in this case, jobs), and a change in 

the demand for office space is related to a forecasted change in employment.  Fundamental demand analysis of 

office properties can be performed using the employment segmentation method, the steps of which follow. 
 

1. Forecast the workforce 

2. Estimate percentage occupying office space 

3. Estimate the percentage of office occupants occupying space in the subject property’s class of 

building(s) 

4. Estimate the requisite space per office worker 

5. Calculate the demand for office space by multiplying step 3 by step 4 

6. Adjust demand for equilibrium vacancy 

 

 Workforce Estimation 

To estimate the workforce within Germantown, we will rely on data provided by ESRI.  The Business 

Summary report included earlier showed a total of 15,749 employees working at businesses within 

Germantown.  Per ESRI, from the 2010 Census to the 2020 Census, the population in Germantown increased 

by 1,160.  When dividing this by two years to arrive at a five-year forecast and then adding this to the current 

2024 estimated population of 21,317; the resulting increase in population over the next five years would be 

2.7%.  During this time period, however, there was limited new multifamily development within Germantown.  

There are several large housing projects in the planning stages within Germantown, which will likely cause a 

more significant increase in population.  Based on the foregoing, we assume the population will increase by 

5.0% over the next five years and will also forecast the number of employees to increase by 5.0%, resulting in 

a five-year projection of employees of 16,536. 

 

 Estimate Percentage Occupying Office Space 

To estimate the percentage of employees occupying office space (as opposed to retail space or other forms of 

employment), we will rely on ESRI’s Business Summary report, which was included earlier.  The percentage 

of employees occupying office space is estimated at 25%. 

 

 Estimate Percentage of Office Space for Subject’s Class 

No formal development plans exist.  Proposed office uses could represent Class A, Class B, or other (or a 

combination thereof).  Given the foregoing, we will not restrict the subject’s office demand to a particular class 

of office space. 
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 Estimate the Requisite Space (SF) Per Office Worker 

Based on the current employment of 15,749 and the estimate of 25% occupying office space, there are an 

estimated 3,937 employees occupying office space.  Based on data provided by CoStar, there is currently 

581,396 square feet of occupied office space within Germantown.  Dividing this figure by 3,937 office 

employees equates to 148 square feet per office worker.  This square footage per office worker is projected to 

remain unchanged over the next five years.  

 

 Equilibrium Vacancy Rate 

The market standard vacancy and collection loss deduction in healthy markets is 5.0%, which will be utilized 

as the equilibrium vacancy rate.  This allows for healthy function of the real estate market, as outlined earlier 

in this report.   

 

 Current Inventory 

Based on data provided by CoStar, the total current inventory of office space within Germantown is 596,304 

square feet. 

 

 Pending Supply 

In order to forecast the pending supply, we utilized CoStar, reviewed pending development projects on the 

Village’s website, and conducted other primary research.  CoStar notes a proposed 20,000 square foot office 

building on Kleinmann Drive, which appears to be a quasi-office / medical office type property.  The Village’s 

website does not list any proposed office space, but does list an approved office project in 2024, which consists 

of a 5,200 square foot corporate office addition at N120W21350 Freistadt Road.  We are unaware of any other 

proposed office projects in the Village / PMA.  Note that office space included within proposed industrial / 

manufacturing facilities is not included herein.  The total pending supply is 25,200 square feet. 

 

 Subject SF 

There are no plans in place for the subject at this time.  The purpose of this study is to forecast the true demand 

for additional office space.  As such, the subject square footage will be set at 0 square feet. 
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Residual Demand Conclusion 

Based on the inputs discussed on the preceding pages, our residual demand calculations are summarized 

below.  As shown, based on current market conditions, there is demand for an additional 17,078 square feet of 

office space.  Based on forecasted changes over the next five years, there is a forecasted demand for 22,530 

square feet of additional office space above and beyond what is currently proposed within the PMA.  As a 

secondary check for the current demand figure of 17,078 square feet, when dividing the total amount of 

occupied office space of 581,396 square feet by 95% (to account for a 5.0% equilibrium vacancy rate), the 

indicated total demand for office space is 611,996 square feet.  When deducting the total current inventory of 

596,304 square feet, the indicated current demand for additional office space is 15,692 square feet, which very 

closely approximates our conclusion of 17,078 square feet.   
 

# Line Item Current 5-Year Comment
1 Total Employment in PMA 15,749 16,536 ESRI, CVS
2 % Occupying Office Space 25% 25% ESRI, CVS
3 Total Employed in Office Space 3,937 4,134 Line 1 x Line 2
4 % for Subject's Office Class 100% 100% CVS
5 Total Office Jobs in PMA 3,937 4,134 Line 3 x Line 4
6 Avg. SF Per Office Employee 148 148 CoStar
7 Total Demand for Occupied Office Space 582,713 611,832 Line 5 x Line 6
8 Equilibrium Vacancy Rate 5.0% 5.0% CVS
9 Total Office Demand in PMA 613,382 644,034 Line 7 - (1 - Line 8)
10 Current Inventory 596,304 596,304 CoStar
11 Pending Supply 0 25,200 CVS, Etc.
12 Subject SF 0 0 Plans (None)
13 Residual Demand 17,078 22,530 Line 9 - Lines 10, 11, 12

Residual Demand Calculations - Office
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Market Rent Analysis 

As there are no firm development plans in-place for the subject and we do not know the size of individual 

suites, the development style, or other important aspects; our market rent analysis will be presented in very 

broad terms.   

 

In order to drive opinions of market rent for office space, we will analyze comparable leasing transactions 

from the market area as well as analyze rental rates being advertised at available space in the market.  

Additionally, we held discussions with active local market professionals.  Leasing details for leases signed in 

the last several years for office space in the market are summarized on the following pages.  Note that the 

geographical area was expanded beyond the PMA in order to find sufficient leasing data. 
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Rents ranged from $10.00 per square foot to $22.80.00 per square foot, gross, with one outlier at $32.00 per 

square foot, gross.  The average rent for the gross lease structures was around $18.00 to $19.00 per square foot.  

The average amount of space leased was 1,072 square feet as there were many smaller suites leased.  When 

focusing on suites containing at least 1,000 square feet, the average lease rate was $16.21 per square foot while 

the average amount of space leased was 2,050 square feet.  In terms of spaces located within Germantown 

along West Mequon Road (off Stonewood Drive), lease rates ranged from $16.00 to $22.60 per square foot, 

gross, with an average of $18.70 per square foot, gross.  These spaces are located within multi-tenant buildings 
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that were constructed between 1995 and 2007.  In terms of lease listings for available office space within 

Germantown, active listings were between $12.00 and $24.00 per square foot, gross, with the higher lease rates 

being for smaller suites.   

 

These lease rates analyzed herein are primarily not reflective of first generation lease rates, but rather, spaces 

that are being re-leased after the original and/or various additional prior tenants have vacated the space.  Often, 

the space is already built-out and tenants are taking the space “As Is” or with a minimal tenant improvement 

(TI) allowance given by the landlord.  Higher lease rates are achieved for new construction projects as the 

spaces typically command significantly higher TI allowances.   
 

Typically, for new construction commercial space, the space is delivered in a grey shell condition (bare stud / 

block walls, no flooring, no lighting, no plumbing, no electrical, etc.) or white box condition (minimal 

plumbing, electrical, concrete floors, etc.).  When a tenant is procured and a lease is signed, the landlord 

typically offers a TI allowance that can vary significantly based on the level of build out required.  

Additionally, landlords are typically willing to give higher TI allowances to higher quality tenants with longer 

term leases.  In general, the higher the tenant improvement allowance, the higher the base rental rate and/or the 

longer the lease term.   

 

Based on our analysis, prevailing office lease rates for newer / newly renovated office space within the PMA 

appear to be around $18.00 per square foot, full service gross, with triple net (NNN) equivalent lease rates 

being around $14.00 per square foot.   
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CERTIFICATION 
 
I certify that, to the best of my knowledge and belief: 

 
 The statements of fact contained in this report are true and correct. 

 
 The reported analyses, opinions, and conclusions are limited only by the reported assumptions and 

limiting conditions and are my personal, impartial, and unbiased professional analyses, opinions, and 
conclusions.   

 
 I have no present or prospective interest in the property that is the subject of this report and no personal 

interest with respect to the parties involved. 
 

 I have provided no previous valuation services regarding the property that is the subject of this report 
within the three-year period immediately preceding my acceptance of this assignment.   

 
 I have no bias with respect to the property that is the subject of this report or to the parties involved with 

this assignment. 
 

 My engagement in this assignment was not contingent upon developing or reporting predetermined 
results. 
 

 My compensation for completing this assignment is not contingent upon the development or reporting of 
a predetermined value or direction in value that favors the cause of the client, the amount of the value 
opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to 
the intended use of this report. 

 
 The analyses, opinions, and conclusions were developed, and this report has been prepared, in 

conformity with the Uniform Standards of Professional Appraisal Practice. 
 

 Kyle L. Bjerke most recently inspected the property that is the subject of this report on November 22, 
2024.   

 
 No one provided significant real property appraisal assistance to the persons signing this certification. 
 
 The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in 

conformity with the Code of Professional Ethics and Standards of Professional Appraisal Practice of the 
Appraisal Institute.   

 
 The use of this report is subject to the requirements of the Appraisal Institute relating to review by its 

duly authorized representatives.   
 

 As of the date of this report, Kyle L. Bjerke has completed the Standards and Ethics Education 
Requirement for Practicing Affiliates of the Appraisal Institute. 

    
 
 

 
______________________________________  
Kyle L. Bjerke, Partner 
Wisconsin Certified General Appraiser No. 2040
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QUALIFICATIONS / LICENSES 

Cornerstone Valuation Services 
Milwaukee, Wisconsin 



KYLE L. BJERKE 
CORNERSTONE VALUATION SERVICES 

 

EXPERIENCE 
 

Valuation and consulting assignments involving: 
▪  Industrial Properties     ▪  Office Properties 
▪  Retail Properties     ▪  Multi-Family/Residential Properties 
▪  Multi-Use and Special-Use Properties  ▪  Market and Feasibility Studies 
▪  Vacant Land ▪  HUD-Compliant Appraisal Reports & Market Studies 

 

SPECIAL AREAS OF COMPETENCE 
 

I have extensive experience with HUD Sections 223(f) and 221(d)(4) appraisal reports and market studies, as well as 
Rent Comparability Studies (RCS) for Section 8 projects.  I also have extensive experience with appraisal reports and 
market studies associated with Low Income Housing Tax Credit applications through WHEDA as well as general 
market studies for developers and investors.   
 
PROFESSIONAL HISTORY 
 

Jan. 2024-Present  Partner, Cornerstone Valuation Services, LLC: Milwaukee, WI 
Aug. 2010-Present  Associate; Moegenburg Research, Inc.: Milwaukee, WI 
Mar. 2010-Aug. 2011  Real Estate Sales; First Weber Group: Waukesha, WI 
 
ACADEMIC BACKGROUND 
 

University of Wisconsin – Whitewater 
• Bachelor of Business Administration.   
• Majored in Finance with an emphasis in Real Estate & Personal Financial Planning.   
• Graduated December 2009.   

Continuing/Qualifying Education Courses included, but not limited to: 
• Basic Appraisal Procedures & Principles 
• General Appraiser Sales Comparison Approach, Income Approach (I & II), & Cost Approach 
• General Appraiser Market Analysis and Highest & Best Use 
• Real Estate Finance Statistics & Valuation Modeling 
• General Appraiser Report Writing & Case Studies 
• Business Practices & Ethics 
• Fair Housing, Bias & Discrimination 
• Analyzing Operating Expenses 
• Forecasting Revenue 
• Appraising Automobile Dealerships 
• Excel Applications for Valuation 
• Quantitative Analysis 
• Advanced Income Capitalization 
• Advanced Market Analysis and Highest & Best Use 
• USPAP Update Courses 

 
PROFESSIONAL DESIGNATIONS & INDUSTRY INVOLVEMENT 
 

Certified General Appraiser (Wisconsin, Illinois, Minnesota, Iowa, Michigan, Colorado, Idaho, Texas, Utah) 
Associate Member of the Appraisal Institute, 2010 to Present 
State of Wisconsin Real Estate Salesperson Licensee, March 2010-December 2012 
 
CONTINUING EDUCATION 
 

I have attended multiple elective Appraisal Institute sponsored courses / seminars in recent years. 
 
CLIENTS SERVED 
 

I have worked for many different types of clients including, commercial banks, savings banks, investment banks, 
merchant banks, credit unions, conduit facilitators, mortgage brokers, insurance companies, law firms, corporations, 
investment advisors, government bodies/agencies, school districts, non-profit organizations, individuals, and more. 
__________________________________________________________________________________ 
P.O. Box 387               Cell: 262-442-5492 
Hales Corners, Wisconsin 53130                Email: kyle@CornerstoneVS.com
                                                                                                                                                          



This certificate was printed on the 5th day of December in the year 2023

12/14/2025EXPIRES: 
NO. 2040 - 10 The State of Wisconsin

Department of Safety and Professional Services
REAL ESTATE APPRAISERS BOARD

Hereby certifies that

KYLE L BJERKE

was granted a license to practice as a

APPRAISER, CERTIFIED GENERAL
(551)

in the State of Wisconsin in accordance with Wisconsin Law
on the 14th day of July in the year 2014.

The authority granted herein must be renewed each biennium by the granting authority. 
In witness thereof, the State of Wisconsin 

Real Estate Appraisers Board 
has caused this certificate to be issued under 

the seal of the Department of Safety and Professional Services

DSPS Secretary


	REAL ESTATE APPRAISAL AND CONSULTING
	EXECUTIVE SUMMARY
	NEIGHBORHOOD OVERVIEW

	REGIONAL OVERVIEW
	CERTIFICATION
	APPENDIX - CORNERSTONE.pdf
	Professional Qualifications - Kyle - Cornerstone.pdf
	EXPERIENCE
	CLIENTS SERVED





