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Q3 2019 U.S. OFFICE FIGURES - EXECUTIVE SUMMARY
Q3 ADDS TO YEAR-TO-DATE GAIN IN OFFICE DEMAND

Vacancy Rate Gross Asking Rent Net Absorption Completions

12.1% $34.53 PSF 14.3 MSF 8.4 MSF

Arrows indicate change from previous quarter.

* Q3 2019 was the 30th consecutive quarter of positive net absorption for the U.S. office market.

* The 14.3 million sq. fi. of net absorption in Q3 was lower than in Q2 and one year ago, but the year-to-date total
is 1.1 million sq. ft. more than the same period in 2018.

* The overall office vacancy rate declined by 10 basis points in Q3 to 12.1%, down 50 basis points (bps) from a year ago.
* The suburban office vacancy rate declined for a sixth consecutive quarter to 13.1% in Q3, the lowest level since 2001.

* The average gross asking rent increased by 4.6% year-over-year to $34.53 per sq. f. in Q3, the fastest pace since early
2017. Downtown office rents continued to rise faster than suburban rents year-over-year (8.0% vs. 2.2%).

» Completions were slightly down to 8.4 million sq. ft. in Q3, 83.2% of them in suburban areas.

* Demand has shifted in intensity to Southern markets so far this year. Four of the top 10 highest net absorption rates
among major markets are in the South.
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FIGURE 1
TOP 20 MARKETS FOR OFFICE-USING JOB GROWTH,
YEAR-OVER-YEAR GROWTH (%)

0.0 1.0 2.0 3.0 4.0 5.0 6.0 * Dallas led office-using job growth year-
over-year in Q3 at 5.4%, followed by
Du.llus San Francisco at 5.0%.
San Francisco
Salt Lake City * Texas markets had a strong showing in job
Seattle growth, with Houston posting 3.7% and
Orlando Austin at 3.2% year-over-year.
SI'(I](;]UJS(T)S?I . Ciqcinno"ri Iele all Midwest markets for
Charlotte office-using job growth over the past year.
Austin « All top 20 markets exceeded the national
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Note: Ranking includes markets with at least 150,000 office-using jobs as of Q3 2019.
Source: CBRE Econometric Advisors, Q3 2019.
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FIGURE 2

TOP 20 MARKETS FOR OFFICE-USING JOB GROWTH,
YEAR-OVER-YEAR CHANGE (NUMBER OF JOBS)
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Note: Ranking includes markets with at least 150,000 office-using jobs as of Q3 2019.
Source: CBRE Econometric Advisors, Q3 2019.
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* Dallas was the top-ranked metro in terms of
absolute new office-using jobs, registering just
under 40,000 over the past year.

* Absolute office-using job growth was well-
diversified across the country, indicating the
breadth of the economic expansion.

U.S. OFFICE | Q3 2019 FIGURES



FIGURE 3
METRO OFFICE SUPPLY & DEMAND
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Source: CBRE Econometric Advisors, Q3 2019.
* The office vacancy rate fell by 10 bps in Q3 to 12.1%, the lowest level since Q3 2001.
* For the sixth consecutive quarter, overall demand has outpaced new supply.

* After relatively stable vacancy of around 13% in 2016 and 2017, vacancy has notably decreased over the past two years.
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FIGURE 4
HIGHEST Q3 2019 ABSORPTION TOTALS (MSF) BY METRO

* Phoenix led all markets for positive net

Phoenix absorption in Q3 with 1.43 million sq. ft.
i due to several corporate expansions.
arlotte
* Charlotte was a close second for positive
Washingfon, D.C. net absorption with 1.34 million sq. ft.
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Source: CBRE Research, Q3 2019.
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FIGURE 5
HIGHEST NET ABSORPTION RATES BY MAJOR MARKET (37.5 MSF NRA)

2018 YTD 2019
San Jose West 3.8% Charlotte South 5.3%
San Francisco West 3.5% Austin South 4.2%
Seattle West 3.3% San Jose West 3.7%
Phoenix West 2.8% Phoenix West 2.6%
Austin South 2.8% Nashville South 2.4%
Salt Lake City West 2.6% Seattle West 1.6%
Sacramento West 2.5% San Francisco ~ West 1.5%
Denver West 2.5% Denver West 1.3%
Portland West 2.3% Orlando South 1.2%
Philadelphia East 2.2% Detroit Midwest 1.1%

Source: CBRE Research, Q3 2019.

* There has been a shift in the regional distribution of demand over the past year as measured by local market net
absorption as a percentage of total office inventory.

¢ In 2018, eight of the 10 major markets with the highest net absorption rates were in the West.
* Thus far in 2019, the intensity of demand in the West has subsided with the ascendance of four Southern markets—

Charlotte, Austin, Nashville and Orlando—as leaders in net absorption rates.
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FIGURE 6
OFFICE VACANCY RATES
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Source: CBRE Econometric Advisors, Q3 2019.

* The overall office vacancy rate ticked down 10 bps to 12.1% in Q3, the lowest level in 18 years.
* The suburban vacancy rate dropped by 10 bps in Q3 and 60 bps from one year ago to its lowest level since 2001.

* The downtown vacancy rate decreased by 20 bps in Q3 and 30 bps from one year ago but remains above its pre-
recession low.
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FIGURE 7
METRO RENT GROWTH & VACANCY RATE
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Source: CBRE Econometric Advisors, Q3 2019. Note: 2019 data are as of Q3. Other years are as of Q4.

* Consistent with tightening vacancy, rent growth has accelerated over the past three years.

* The average asking rent increased by 4.6% year-over-year in Q3. This was a slight deceleration from the 5.1% pace in
Q2, the fastest rate since early 2017.

* Downtown rents have increased by 8.0% over the past year, compared with 2.2% growth in suburban rents.
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FIGURE 8
METRO VACANCY RATES

Lowest Vacancy Rates Quarterly Changes in Vacancy Rates for 10 Largest Markets

MARKET (%) NRA (MSF) MARKET BPS NRA (MSF)
San Frandisco 4.8 124.7 New Jersey -40 1554
San Jose 6.1 91.8 Manhattan -40 414.3
Charlotte 74 44 Dallas/Fr. Worth -20 222.9
Manhattan 1.5 4143 Chicago 220 9353
fahy Ui 303 Washington, D.C. 10 3702
- o Ko
MARKET BPS NRA (MSF) Bosfon 0 219.3
el 290 113 San Francisco 0 124.7
Las Vegas .80 36.8 Los Angeles 0 202.7
Minneapolis/St. Paul -70 70.2 Alanfa 10 1361
Fairield County, CT 40 410 Housfon 60 2128
St. Louis -60 48.2
Westchester County, NY -60 26.4 Source: CBRE Research, Q3 2019.

+ Of the markets with the nation’s lowest vacancy rates, Manhattan was the only one with a quarter-over-quarter decrease in vacancy.

* Greenville had a notable 2-percentage-point decline in its vacancy rate in Q3. Other notable declines occurred in the suburban
New York City markets of Westchester County, Fairfield County and New Jersey.

* Among the top 10 largest U.S. markets, occupancy remained relatively stable in Q3, with little fluctuation from the national average.
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FIGURE 9
REGIONAL OFFICE VACANCY RATES (%)

Suburban

Downtown

Metropolitan

MARKET

SIZE RANK‘ 032019 Q22019 Q32018 ‘ 032019 Q22019 Q32018 ‘ 032019 Q22019 Q32018

Baltimore 21 16.8 16.5 172 14.2 13.7 135 15.0 14.6 14.7
Boston 5 6.9 6.2 6.9 15.8 16.1 18.3 11.6 11.6 13.2
Cambridge * 4.0 4.0 4.2 N/A N/A N/A N/A N/A N/A
Charlotte 30 6.1 5.9 7.3 8.3 8.2 6.2 74 7.3 6.6
Fairfield County, (T 34 N/A N/A N/A 20.3 20.9 20.2 20.3 20.9 20.2
Greenville 52 10.8 11.1 14.1 11.6 14.7 15.0 11.3 13.5 14.7
Hartford 46 16.9 15.9 16.1 193 18.6 18.7 18.4 17.6 17.7
Long Island 33 N/A N/A N/A 9.8 10.0 9.8 9.8 10.0 9.8
Louisville 49 17.3 15.0 155 11.6 10.2 9.8 142 124 124
Downfown Manhattan 1 8.2 9.6 10.3 N/A N/A N/A 75 7.9 1.6
Midtown Manhattan *x 1.6 7.6 7.0 N/A N/A N/A N/A N/A N/A
Midtown-South Manhattan *x 6.4 6.8 6.2 N/A N/A N/A N/A N/A N/A
Suburban Maryland wrx N/A N/A N/A 15.8 15.8 16.1 N/A N/A N/A
New Jersey 8 N/A N/A N/A 16.4 16.8 18.0 16.4 16.8 18.0
Philadelphia 13 11.2 11.5 11.5 15.7 15.7 15.2 13.8 13.9 13.6
Pittsburgh 19 15.1 15.2 13.7 15.1 14.6 14.2 15.1 14.9 13.9
Northern Virginia e N/A N/A N/A 19.3 19.3 20.3 N/A N/A N/A
Washington, D.C. *** 2 133 134 13.0 N/A N/A N/A 16.5 16.6 16.9
Westchester County, NY 44 N/A N/A N/A 14.8 154 163 14.8 15.4 163
Wilmington 51 26.3 26.6 19.3 14.6 14.5 16.9 20.0 20.1 18.0
Chicago 3 125 12.8 133 194 19.5 18.8 15.5 15.7 15.7
Cincinnati 40 15.0 14.5 14.9 20.4 21.1 21.3 18.6 18.9 19.2
(leveland 4 20.1 19.3 20.5 13.8 14.6 16.4 16.8 16.8 18.3
Columbus 37 14.8 14.7 14.7 152 15.1 14.9 15.1 15.0 14.8
Detroit 17 12.3 124 12.8 14.7 15.0 16.6 14.2 145 15.8
Indianapolis 38 16.2 16.8 13.9 16.8 16.8 174 16.6 16.8 16.2
Kansas City 23 16.1 15.9 15.7 12.2 12.3 12.2 13.2 13.2 13.0
Milwaukee 32 13.7 13.6 13.9 152 15.6 152 14.7 14.9 14.8
Minneapolis/St. Paul 20 22.0 21.9 20.7 144 15.7 15.0 17.9 18.6 17.7
St. Louis 27 155 15.8 16.9 9.0 9.6 9.3 10.6 11.2 1.4
United States 10.2 10.4 10.5 13.1 13.2 13.7 12.1 12.2 12.6

* Included in Boston metro
** Included in Downtown Manhattan

*** Included in Washington, D.C., metro

Note: Boston metro figures include Suburban Boston, Downtown Boston and Cambridge.
Washington, D.C. metro figures include Suburban Maryland, Northern Virginia and Downtown Washington, D.C.
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* The average vacancy rate in the
East region fell by 30 bps year-
over-year to 12.9% in Q3.
Notable declines occurred in
Boston, Greenville and New
Jersey.

* The Midwest vacancy rate
declined 20 bps in Q3 and 30
bps year-over-year to 15.3%. Six
of the 10 Midwestern markets
recorded lower vacancy in Q3
and from one year ago.
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FIGURE 9

REGIONAL OFFICE VACANCY RATES (%) (CONTINUED)

Downtown

Suburban

Metropolitan

MARKET SIZE RANK ‘ 032019 Q22019 Q32018 ‘ 032019 Q22019 Q32018 ‘ 032019 Q22019 Q32018
9

Atlanta 14.8 15.0 14.8 18.9 18.5 18.7 17.3 17.2 17.2
Austin 22 5.8 6.4 7.2 11.0 9.8 1.1 9.9 9.0 10.2
Dallas/Ft. Worth 4 26.5 26.2 28.0 19.5 19.8 19.8 20.4 20.6 20.8
Ft. Louderdale 43 12.9 133 14.6 8.5 8.9 10.6 9.3 9.7 1.4
Houston 6 17.3 16.9 15.3 20.6 20.0 19.3 20.0 19.4 18.5
Jacksonville 45 143 15.3 16.2 17.4 154 15.0 16.5 15.4 153
Migmi 26 16.7 16.6 15.6 10.4 10.0 8.3 123 12.1 10.6
Nashville 35 7.3 7.9 9.1 10.9 11.3 10.6 10.1 10.4 10.2
Orlando 36 8.3 9.4 9.7 9.2 8.8 9.4 9.0 8.9 9.4
Palm Beach County 48 N/A N/A N/A 12.2 12.7 13.5 12.2 12.7 13.5
Tampa 29 6.6 6.6 9.2 12.2 11.4 11.6 1.3 10.7 1.3
Denver 11 145 15.2 17.2 12.2 12.5 13.2 12.7 13.1 14.2
Honoluly 53 12.1 12.8 19.3 9.8 9.5 12.1 10.9 11.0 15.3
Inland Empire 47 N/A N/A N/A 9.3 8.6 9.3 9.3 8.6 9.3
Las Vegas 39 21.2 21.1 18.4 13.1 14.0 15.8 13.6 14.4 15.9
Los Angeles 7 18.6 18.1 17.5 135 13,5 13,5 14.3 14.3 14.2
Oakland 42 10.3 10.9 6.4 6.5 5.9 6.9 7.9 7.8 6.7
Orange County 14 N/A N/A N/A 9.9 9.9 10.9 9.9 9.9 10.9
Phoenix 16 19.2 19.6 20.6 13.3 13.9 14.6 14.4 14.9 15.7
Portland 25 12.9 13.2 12.3 10.4 10.4 11.2 1.7 11.8 11.8
Sacramento 24 7.0 1.1 9.9 10.7 11.2 12.7 10.0 10.5 12.1
Salt Lake City 28 12.8 14.0 14.0 10.8 10.3 10.2 11.3 11.2 11.2
San Diego 18 13.8 135 10.8 9.7 9.9 10.1 10.3 10.4 10.2
San Francisco 10 3.8 3.7 4.7 6.8 7.0 7.1 48 48 5.5
San Jose 15 10.1 8.8 12.0 5.7 5.6 6.8 6.1 5.9 1.3
Seattle 12 7.5 7.7 8.2 115 11.4 11.8 9.6 9.7 10.1
Tucson 54 16.0 14.8 9.8 10.2 9.8 12.4 10.7 10.2 12.2
Ventura County 50 N/A N/A N/A 13.5 12.6 15.4 135 12.6 15.4
Walnut Creek/1-680 Corridor 31 N/A N/A N/A 8.2 1.8 8.1 8.2 1.8 8.1
United States 10.2 10.4 10.5 13.1 13.2 13.7 12.1 12.2 12.6

* The South’s vacancy rate
increased by 20 bps in Q3 to
16.6%. Only four markets had
vacancy declines in Q3 and
year-over-year: Dallas/Ft. Worth,
Ft. Lauderdale, Nashville and
Palm Beach County.

* The West vacancy rate was the
lowest in the nation at 10.6%,
down by 10 bps in Q3 and by
90 bps from a year ago.

Source: U.S. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q3 2019.
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FIGURE 10
ASKING LEASE RATES FOR LARGEST 10 MARKETS

Gross Average Direct Asking Rents Gross Average Direct Asking Rents Q-0-Q | Gross Average Direct Asking Rents Y-o-Y

(USS/ Sq. Ft./Annum) (Percent Change) (Percent Change) e Los Angeles had the |arges’r
ﬂ‘.’ﬂiﬁm ggig ']]'63 gz quarter-over-quarter increase in
Manhatfan Midiown-South 8356 05 64 average gross asking rent, up by
Metro 81.52 16 87 12.4% to $48 per sq. ft., followed
'S)SI’)”;:E::"MWH ; gg?g ]032 g: by San Francisco, Manhattan and
Washington, D.C. Northern Virginia 34.32 04 1.7 Washlng’ron, D.C.
Metro 4272 1.7 7.1 A
T 4461 25 44 * Downtown rents continued to
Chicago Suburbon 2373 00 19 grow faster than suburban rents.
';‘:;:mwn glg; %06 ]12 San Francisco led all downtown
A =V, . . 0
Dallas/Ft. Worth ~ Suburban 25.25 0.6 1.1 morke’rs, with a 12.9% year-over-
Metro 25.00 10 01 year increase to $87.63 per sq.
?"WE'PJV" %’2;‘ 2947 ;’255 ft. Boston’s and Atlanta’s
Boston ambridge . ) -12. d ; ket had |
Silfiam 26.05 8.1 94 ownrown marke ada Increases
Metro 39.09 36 15 of 9.5% and 8.1% over the past
Downtown 41.24 15 0.5 year, respec’rively.
Houston Suburban 2606 13 44 !
Metro 28.78 2.3 -1.0
Downtown 4536 1.7 50
Los Angeles Suburban 41.88 0.6 2.2
Metro 48.00 12.4 11.7
New Jerse Suburban 26.48 0.1 03
v Metro 26.48 0.1 03
Downtown 33.55 02 8.1
Atlanta Suburban 25.57 0.6 0.0
Metro 28.02 0.6 28
Downtown 87.63 23 12.9
San Francisco Peninsula 79.40 2.0 58
U.S. Downtown Heto Efii ff) ]8006 Source: U.S. national totals provided by
U.S. Suburban 26.88 0'7 2'2 CBRE Econometric Advisors, all other figures
U.S' Mefro 34'53 0'7 4.6 compiled by CBRE Research, Q3 2019.
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FOR MORE INFORMATION, PLEASE CONTACT:

Richard Barkham, Ph.D., MRICS Alex Krasikov

Chief Economist, Global & Head of Americas Research Economist

+1 617 912 5215 CBRE Econometric Advisors
richard.barkham @cbre.com +1 617 912 5249

Follow Richard on Twitter: @RichardJBarkham alex.krasikov@cbre.com
Spencer G. Levy Allyn Thorpe

Chairman Americas Research; Senior Economic Advisor Senior Research Analyst

+1 617 912 5236 Americas Office Research
spencer.levy@cbre.com +1 952 924 4810

Follow Spencer on Twitter: @ SpencerGLevy

Ian Anderson

Senior Director of Research

Head of Americas Office and

U.S. Divisional Thought Leadership
+1 215 561 8997
ian.anderson2@cbre.com

Julie Whelan

Americas Head of Occupier Research

+1 617 912 5229

julie.whelan@cbre.com

Follow Julie on Twitter: @juliewhelancbre

allyn.thorpe@ecbre.com

Chris M. Connelly

Global President

Property Management and Investor Leasing
+1 312 297 7604

chris.connelly@cbre.com

Whitley Collins

Global President

Occupier Advisory and Transaction Services
+1 310 363 4842

whitley.collins@cbre.com

Disclaimer: Information contained herein, including projections, has been obtained from sources believed to be reliable. While'we d%
its accuracy and completeness. This information is presented exclusively for use by CBRE clients and professionals and all rights to'tfie material,
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