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HomeStyle is brought to you by the marketing 
and advertising departments at the Albuquerque 
Journal. We are proud to partner with The Greater 
Albuquerque Association of Realtors (GAAR), 
Commercial Association of Realtors New Mexico 
(CARNM), Home Builders Association of Central 
New Mexico (HBACNM) and the New Mexico 
Association of Mortgage Professionals (NMAMP). 
We welcome your comments and opinions for 
publication in HomeStyle. Please send them to 
HomeStyle@abqjournal.com.

Studio
332 SF

$535/Mo.

1 Bedroom
603 SF

$675/Mo.

2 Bedroom, 2 Bath
780 SF

$750-$800/Mo.

3 Bedroom, 2 Bath
1020 SF

$875-$900/Mo.

Optimized Floor Plans

Contemporary Upgrades

Utilites Included

Tile Backsplash

Love Your New Lifestyle

900 Valencia Dr. SE
Renovated From

Floor to Ceiling

Pre-Leasing July 1, 2016
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T here are many decisions business 
owners face and few have as 
wide ranging impact as whether 
to own or lease their real estate.  

A general rule of thumb (and math) 
indicates that if the business will be in the 
same location for seven years or more, 
then buying is generally a more cost effec-
tive solution than leasing.  

Buying is going to cost more upfront 
compared to leasing. It is a strategic busi-
ness decision to tie up money to finance 
a purchase and obtain a mortgage. The 
business owner must also answer the 
question of whether the business would 
be better off purchasing real estate or 
would that money be better spent if 
they invested it in growing the business 
instead? Business owners should also 
consider factors like the possibility that 
they could outgrow the space and need 
to move in the next few years.

Upfront, buying costs more than 
leasing typically due to the down pay-
ment which can range anywhere from ten 
percent to twenty-five percent of the pur-

chase price. There is an opportunity cost to 
this down payment as these funds are no 
longer available to invest to grow the busi-
ness.  Upfront costs for leasing generally 
require a much smaller investment in the 
nature of a security deposit.

There are many similarities in overall 
occupancy cost for a business in both the 
buy and lease scenarios. In a purchase, 
costs will be associated with mort-
gage principal and interest, insurance, 
maintenance, taxes and utilities. In a 
lease, there are similar cost components 
but the structure varies. Depending on 
the form of the lease, cost components 
range from rent, insurance, mainte-
nance, taxes and utilities to a structure 
with just gross rent. There are many 
variations in between. If you purchase 
a property, most often business owners 
will have responsibility for the mainte-
nance of the property and all the costs 
associated with the maintenance.

If both options of purchasing or leas-
ing are available for a particular location, 
a detailed analysis can be performed 
that shows the overall before and after 
tax costs of purchasing compared to the 
before and after tax costs of leasing.  

With regard to tax savings, purchas-
ing real estate allows the business owner 
to deduct the mortgage interest expens-
es, costs for maintenance and non-cash 
expenses like depreciation. Leasing 
generally allows the business owner to 
deduct all the leasing costs. Business 

owners should consult with an accoun-
tant for details to their specific situation.  

Health care practices that have 
traditionally occupied the same location 
for many years often had great benefits 
from purchasing. This is changing as the 
delivery of health care changes, and now 
this question is less clear.  

Both buying and leasing are likely to 
have some component of legal fees, either 
reviewing/drafting contracts and working 
through a purchase transaction or review-
ing/drafting leases and working through a 
lease transaction. Your attorney is also an 
important member of your team.

Both buying and leasing can have some 
costs with inspection of the site or property.  

A major difference in buying versus 
leasing is the opportunity for equity 
gain in ownership, especially over a 
longer length of time. This is where the 
old adage of location, location, location 
comes into play. The equity gain can 
be exceptional if the owner can benefit 
from paying down the mortgage and 
from property appreciation.

Engaging in conversation with a 
qualified commercial real estate broker 
will help the business owner answer 
these questions. The qualified real estate 
broker should be on your consultant 
team similar to that of an accountant 
and attorney. All these individuals have 
specialized knowledge that together 
help the business owner make the best 
decisions for the health of the enterprise.

buying vs. 
leasing  
real estate

a business 
owner’s dilemma:

in partnership with

commercial real estate

by Jim Wible Director, NAI Maestas & Ward

Disclaimer: All statistics on this page have been gathered from user-
loaded listings and user-reported transactions. We have not verified 
accuracy and make no guarantees. By using the information provided on 
this page, the user acknowledges that the data may contain errors or 
other non-conformities. You and/or your client should diligently and 
independently verify the specifics of the information that you are using.

statistics courtesy of

market summary - april 2016
new mexico

12.2 million sq. ft.
commercial space for sale

28,753 acres
land & farm for sale

current statistics for new mexico

property type listings asking lease rate asking sale price

industrial 451 $6.45 psf $59.06 psf

office 1303 $15.50 psf $82.09 psf

retail-commercial 835 $14.54 psf $124.91 psf

shopping center 513 $16.45 psf $107.76 psf

vacant land 994 $3.51 psf $0.91 psf

farm/ranch 9 - $0.04 psf

hospitality 14 - $62.37 psf

multi-family 68 - $64.22 psf

13.1 million sq. ft.
commercial space for lease

$2.1 billion
total sale price

Upfront costs for leasing generally require a 
much smaller investment in the nature of a 
security deposit.


