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Market fundamentals in the second quarter 
reaffirmed that demand has not slowed as 
tenants signed on for more office space amidst 
a fast-growing economy that’s being driven by 
conscientious expansion as well as innovation. 

  

JLL | United States | Office Outlook | Q2 2015 

De
m

an
d 



Table of contents 

3 

Key highlights   4 
 
United States office market  5 
 
United States office clock  8 
 
United States economy  10 
 
United States investment sales  13 
 
Local U.S. office markets 
 
 Atlanta  17 
 
 Austin  18 
 
 Baltimore  19 
 
 Boston  20 
 
 Charlotte  21 
 
 Chicago  22 
 
 Cincinnati  24 
 
 Cleveland  25 
 
 Columbus  26 
 
 Dallas  27 
 
 Denver  28 
 
 Detroit  29 
 
 East Bay  30 
 
 Fairfield County  31 
 
 Fort Lauderdale  32 
 
 Hampton Roads  33 
 
 Houston  34 
 
 Indianapolis  35 
 
 Jacksonville  36 
 
 Kansas City  37 
 
 Los Angeles  38 
 
 Miami  39 
 
 Milwaukee  40 
 

 Minneapolis  41 
 
 New Jersey  42 
 
 New York  43 
 
 Northern Virginia  44 
  
 Oakland  45 
 
 Orange County  46 
 
 Orlando  47 
 
 Philadelphia  48 
 
 Phoenix  50 
 
 Pittsburgh  51 
 
 Portland  52 
 
 Raleigh-Durham  53 
 
 Richmond  54 
 
 Sacramento  55 
 
 San Antonio  56 
 
 San Diego  57 
 
 San Francisco  58 
 
 Seattle-Bellevue  60 
 
 Silicon Valley  61 
 
 St. Louis  62 
 
 Tampa  63 
 
 Washington, DC  64 
 
 Westchester County 65 
 
 West Palm Beach  66 
 
Appendix   68 
 
Contacts   76 

JLL | United States | Office Outlook | Q2 2015 



Key highlights 

4 

After a markedly slow first quarter, office market fundamentals made a 
significant rebound at the close of the second quarter, undermining 
suggestions that both economic and office-market growth were 
slowing. As activity returns and, in many markets, intensifies, much 
needed supply will offer new growth opportunities to help carry the 
cycle into the latter half of the decade. 
 
Leasing activity 

• Leasing activity reached its highest level in two years, closing the 
second quarter just above 64 million square feet, led by Boston, 
Chicago, LA, and Washington, DC, where demand has intensified  
as scientific and technical industries expanded outside of the supply- 
and price-constrained Northern California, Pacific Northwest and  
New York. 

• Nearly half of all tenants leasing space over the past four quarters 
are growing, dominated by scientific and technical industries  
(most predominantly tech and telecom). This should accelerate  
over the next 12 to18 months as economic stability encourages 
business growth. 

  
Absorption 

• Net absorption more than doubled from first quarter results and 
returned to more recent quarterly norms, posting 14.4 million square 
feet (compared to 6.3 million square feet in the first quarter). 

• Occupancy gains were more diversely spread across markets with 
Washington, DC and New York making significant comebacks from 
the first quarter while LA, Atlanta and Dallas continued to heat-up. 

• Suburban markets in the New York Metro area as well as throughout 
the Midwest and Great Lakes region continue to struggle with 
waning demand as they compete for tenants looking to amenity-rich 
locations that are desirable for both working and living. Many of 
these losses should be recovered by year-end and into 2016, 
however, as economies improve in these markets. 

• While Houston hasn’t yet realized occupancy losses, growth has 
substantially slowed and sublease availability has more than 
doubled since this time last year (to 5.5 million square feet).  
Coupled with increasing M&A activity and a development pipeline  
of more than 11 million square feet, vacancy is on the rise as market 
fundamentals weaken. 

 

 

 

Vacancy/supply 
• After going unchanged in the first quarter, overall vacancy fell from 

15.6 to 15.3 percent. 

• Salt Lake City, Portland, San Francisco and New York maintained 
single-digit vacancy rates as urban markets continue to trounce 
suburbs from a demand perspective. However, it’s these same low 
vacancy rates that’s forcing tenants to explore new markets for both 
untapped real estate markets as well as talent pools. 

• As expansionary leases begin to commence ahead of new supply, 
we expect to see vacancy fall below 15 percent by year-end. 

• Over the next two years, however, that rate will creep back upward 
as markets steady themselves for the largest pipeline of new supply 
in nearly a decade—currently at 86 million square feet. 

 
Rental rates 

• Tightening market fundamentals are fueling landlord confidence and 
heightened rent growth across the vast majority of markets. 

• Since the start of the year, rents have increased by 2.5 percent, with 
some in-demand markets increasing upward of 3 to 5 percent.  

• San Francisco continues to close-in on New York with a rent gap of 
just 2.4 percent, trailed distantly by the remaining Bay Area as well 
as LA, which is finally starting to see some real rent growth 
materialize as demand heats up. 

• Landlords in Chicago, Los Angeles, Oakland-East Bay and markets 
throughout Florida are finally benefitting from a considerable return 
in leasing activity and boosting rents as a result, while the slowdown 
in Houston has landlords amenable to deal-making in an effort to 
increase occupancy. 

• If market momentum continues, as we expect it will, rents could see 
additional increases that reach a cumulative 5 to 7 percent annual 
growth rate by year-end.  

  
By all accounts, economic and corporate confidence are stable and 
growing. This will only further translate into office market expansion 
and value appreciation as supply and demand become unbalanced in 
landlords’ favor over the next two to four quarters. Occupiers will be 
hard-pressed in negotiations in the near-term, but rent growth and 
leverage should begin to decelerate toward the end of 2016 as the 
majority of the development pipeline will be complete.  
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Leasing activity surges as scientific and technical companies continue  
to grow 
 
At 64.2 million square feet, leasing activity increased by 16.9 percent 
from the first quarter and reached its highest level in two years as office-
using employment continued to increase. Scientific and technical 
companies continued to dominate the leasing market as technology and 
telecom companies take on traditional industry verticals and expand into 
new areas of financial and healthcare technologies as well as enterprise 
and concierge-style technologies. As this sector becomes more 
ubiquitous within business in general, markets across a variety of 
geographies are benefitting from expansion outside of primary tech hubs 
and into new markets where talent and supply are less constrained. 
 
More than 40 percent of all leases 20,000 square feet and larger  
signed during the quarter represent growth, a trend that has persisted 
over the past four quarters and is expected to continue amidst a growing 
economy. Not surprisingly, tenants remained focused on growing in 
amenity-rich locations that are either mixed-use, located near public 
transit, or both. Tenants will continue to seek space in these in-demand 
submarkets as a recruitment and retention tool and suburbs and 
business parks lacking an amenity or talent base will continue to feel the 
depleting interest from tenants. 
 
Occupiers on the move, absorbing space across markets 
 
Following a shocking first quarter that posted the lowest absorption in 
three years, occupancy gains more than doubled to reach 14.4 million 
square feet in the second quarter, confirming that expansionary leasing 
activity, especially within large blocks of space, is making a delayed 
impact on the office market as tenants take more time to relocate into 
new, expanded office space. Year-to-date occupancy gains as a percent 
of total inventory increased by 30 basis points in the quarter to 0.5 
percent, with more than one-third of all markets posting absorption rates 
that are two to five times higher than the national average.  
 
Dallas continued to top the list of highest net absorption as there appears 
to be limited impact from energy-dependent Houston and no end in sight 
to its rapid ascent as a powerhouse economy and job market. 
Technology remained the top driver in occupancy gains throughout the 
Bay Area and Pacific Northwest, but East Coast markets, which cannot 
be supplanted in sheer size, posted occupancy gains more than double 
the entire West Coast’s 2.9 million square feet with Atlanta and Raleigh-
Durham taking the helm. 
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Between CBDs and suburbs, suburban markets bested CBDs, despite 
strong demand for more urban locations, which remain attractive to 
employers that like the lower cost of real estate and untapped labor pools 
that many of these suburban markets still offer. Year-to-date net 
absorption in the suburbs was 13.6 million square feet, 93.7 percent 
higher than CBDs at 7.0 million square feet, weighed down primarily by 
occupancy losses of 1.1 million square feet in New York, as well as a 
combined 820,000 square feet in losses across nine other CBDs. Moving 
into the second half of 2015 and into 2016, however, losses incurred in 
both CBDs and suburbs are expected to be filled as new as new supply 
comes online just as employment starts increasing at a higher rate. 
 
Tenant demand for features and amenities depleting vacancy 
 
Strong leasing activity led to vacancy declines in nearly all of the 48 
markets tracked in this report and many more of those leases signed 
during the quarter will deplete vacancy levels in the coming quarters. In 
markets like Salt Lake City, Portland and Seattle, which rank among the 
lowest five markets, tenants have increasingly sought both the lower cost 
of real estate to higher-priced business centers as well as the talent 
that’s attracted to these cities. Portland and Seattle have become 
hotbeds for San Francisco and Silicon Valley tech transplants 
establishing both as certifiable tech hubs, while Goldman Sachs’ 
corporate expansion endorsed Salt Lake City as a verifiable corporate 
location. Rounding out the top five are New York and San Francisco 
which, like the others, represent all of the trends of today’s knowledge 
worker, but far exceed the U.S. from a pricing perspective, which 
continues to move upward as a result of fast-declining vacancy. 
 
Even in markets in which overall fundamentals are lagging the national 
average, pockets of density and amenities are outperforming. Hudson 
Waterfront in New Jersey closed the quarter at 14.5 percent vacant,  
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Market YTD net absorption (s.f.) Share 

Dallas 2,880,550 14.0% 

Silicon Valley 1,420,029 6.9% 

Atlanta 1,260,109 6.1% 

Boston 1,205,200 5.8% 

Raleigh-Durham 1,182,448 5.7% 

United States office market 



while overall New Jersey ranked as the highest metro vacancy rate in the 
country, at 25.0 percent. Likewise, Detroit’s CBD, which is enjoying a 
rebirth and revitalization, was only 13.8 percent vacant while the overall 
market continues to lag at 23.2 percent vacancy. And in Phoenix, which 
was 22.3 percent vacant, Tempe was just 8.5 percent vacant as 
downtown walkable amenities and a nearby university have created a 
desirable neighborhood.  
 
Additionally, submarkets located near public transportation continue to 
generate demand. Denver’s LoDo was just 7.3 percent vacant at the end 
of the quarter versus Denver’s overall 13.4 percent rate, and Pleasant 
Hill BART in the East Bay suburbs was just 10.0 percent vacant to an 
overall metro vacancy of 14.2 percent due to its proximity to its 
namesake, BART. 
 
New supply providing new opportunity as occupier confidence and plans 
for expansion increase 
 
Markets added a combined 2.0 million square feet of new developments 
to the pipeline during the quarter, reaching a total of more than 86 million 
square feet, even as more than 15.5 million square feet of new 
completions hit the market in the first half of the year. Led by now  
fast-slowing Houston, followed by New York, Dallas and Seattle-
Bellevue, developer and occupier interest in new product comes at a time 
when the concept of office space is evolving from a location for 
employees into a destination for employees, promising higher 
productivity and greater workplace inspiration and fulfillment. As such, 
urban development currently accounts for 49.3 million square feet of 
construction as tenants clamor for space in not only CBDs but well-
located fringe markets like Boston’s Seaport, Hollywood and San 
Francisco’s SOMA where the workday experience is enhanced by  
its location.  
 

 
 
 
 
 
 
 
 
 
 
 
 
While there remain 10 markets still lacking any development activity, that 
may soon change for Jacksonville, Oakland-East Bay, Orlando, 
Sacramento and West Palm Beach, which are enjoying a revival of tenant 
demand and leasing activity that’s pushing fundamentals to levels attractive 
to developers. Cleveland, Fairfield County, Hampton Roads, St. Louis and 
Westchester County remain challenged, however, lacking any substantial 
economic drivers and facing flat and even declining rents, unfavorable 
circumstances for any developer. 
 
Among speculative developments, opportunity for tenants remains plentiful. 
Of the 52.9 million square feet of spec developments underway, only 29.8 
percent or 15.8 million square feet have been pre-leased, with tech 
companies Apple, Box.net, Google and Salesforce leasing full buildings in 
Austin and the Bay Area as more traditional tenants like Arnold & Porter, 
KPMG and Bank of the West make anchor tenant plays in Washington DC, 
Dallas and Los Angeles. As improving economic conditions continue to 
encourage tenants to think beyond their bottom line and toward further 
growth and business development, the office as a destination will become a 
more necessary amenity to the growing millennial workforce.  
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Top 5 markets under 
construction 

Under construction (s.f.) 

Houston 11,114,260 

New York 9,487,363 

Dallas 8,508,652 

Seattle 7,030,599 

Washington, DC 5,227,655 



After a slower Q1, Q2 posted a return to 0.4-percent levels of 
occupancy growth 
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Leasing activity jumped 16.9 percent in Q2 2015 to 64.2 million  
square feet 

After a slower Q1, Q2 posted a return to 0.4-percent levels of 
occupancy growth 

Total vacancy is now roughly halfway to its pre-recession low; high 
preleasing levels should help keep vacancy down 

Since Q1 2010, CBD Class A rents have grown by more than one-fifth; 
Suburban Class B barely increased in nominal terms 

Expansionary leases account for more than half of all large-block 
activity, dominated by tech and finance 

After a pause in Q1, increasing office-sector hiring once again 
coincided with falling vacancy 

Roughly half of all development will deliver in 2016; remainder will 
mostly deliver throughout the rest of 2015 and 2017 

Source for all above: JLL Research 
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Reading the clock 
 
The JLL office clock demonstrates where each market sits within its real 
estate cycle. Markets generally move clockwise around the clock. 
Geographies on the left side of the clock are generally landlord-favorable, 
while markets on the right side of the clock are typically tenant-favorable 
and as of the second quarter, the vast majority of markets are firmly 
positioned on the left side of the clock.  
 
Landlords remained optimistic on the near-term outlook of the office 
market and continued to push rental rates higher in the second quarter, 
for a total quarterly increase of 1.1 percent, which amounted to 2.5 
percent in rent gains for the first half of the year. In some markets, those 
gains were even more pronounced as leasing activity and demand have 
firmly spread outside of established tech and (now slowing) energy 
markets, supported by growth within a more diverse array of industries.  
 
Central business districts continued to outperform the suburbs as 
employers and their employees remained focused on office locations that 
offer density complete with walkable amenities and access to 
transportation. Chicago, growing in popularity as an urban locale and 
attracting a growing segment of tech, professional and business services 
posted a 2.5 percent rent increase in the CBD during the quarter.  
 
 
Likewise, momentum in Los Angeles returned as the downtown area 
receives a facelift and rebirth as an urban core; landlords pushed rents 
by 4.8 percent. Finally benefitting from some spillover demand from San 
Francisco, Oakland’s CBD has tightened significantly with a vacancy rate 
of only 9.4 percent, encouraging landlords to push rents by 4.7 percent, 
while in Salt Lake City’s CBD rents increased by 2.7 percent, supported 
by a 9.7 percent vacancy rate and strong demand. 

It wasn’t all bad for suburban and non-CBD markets, however. Those 
that are located in close proximity to a metro area’s CBD or urban 
 core continue to enjoy both spillover from CBDs as well as their own 
organic growth. During the quarter, enduring tenant demand in Austin 
encouraged rent increases by 3.8 percent in the suburban submarkets as 
nearly 300,000 square feet were absorbed. Cambridge, which continues 
to benefit as a talent center and hub for tech and life sciences posted the 
highest quarterly increase of 6.9 percent. And on the other coast, 
Portland’s Eastside, growing in appeal with its unique warehouse stock 
and myriad amenities recorded 4.4 percent in increases as vacancy 
came in at a low 8.3 percent. 
 
Suburban markets still awaiting an economic revival, on the other hand, 
have been hard pressed to lure tenants to locations that are lacking in 
amenities and vibrancy, even as primary markets become more supply-
constrained and expensive. As a result, the sprawling suburbs 
surrounding Washington DC and New York have struggled amidst 
corporate downsizing and consolidations that have left large vacancies in 
now obsolete suburban office parks. 
 
Through the remainder of the year, landlords will continue to enjoy a 
steady pipeline of tenant demand as economic growth continues across 
most markets. Supply will remain relatively constrained for many of the 
primary markets and will work to keep rents on an upward path. Moving 
into 2016, however, that balance of power may begin to shift as more 
than 46 million square feet come online. While rents are not expected to 
decline, rent increases may slow as landlords increase concessions in  
an effort to lease up large blocks of space and keep office-market  
expansion going. 

United States office clock 
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Peaking 
phase 

Falling 
phase 

Rising 
phase 

Bottoming 
phase Atlanta, Denver, Jacksonville, Miami, Orange County, Phoenix, United States 

Fort Lauderdale, Orlando, Kansas City, Richmond, Salt Lake City 

Baltimore, San Antonio, West Palm Beach, Westchester County 

Chicago, Indianapolis, Raleigh-Durham 

Austin, Dallas, San Francisco 

Charlotte, Cincinnati, Fairfield County, San Diego 

Boston, Tampa 

Columbus, Sacramento 

Hampton Roads, St. Louis 

Houston 

Cleveland, Detroit, Long Island, Milwaukee, Philadelphia 

New York 

Seattle-Bellevue 
Los Angeles, Pittsburgh, Portland 

Minneapolis 

San Francisco Peninsula, Silicon Valley 

New Jersey, 
Washington, DC 



United States CBD office clock 
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United States suburban office clock 
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United States economy 
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Despite continued global financial and geopolitical concerns, the U.S. 
economy remains on an optimistic trajectory that will weather these 
fluctuations and extend growth through the rest of 2015, 2016 and into 
2017 as well. Consistent performance across indicators from corporate 
revenue growth and performance, job creation to bond issuance has 
instilled confidence in corporates, consumers, investors and 
policymakers alike, in turn creating an atmosphere for further growth. The 
United States’ position as a safe market for investment in light of the 
Greek sovereign debt crisis, flare-ups in the Middle East and Eastern 
Europe, China’s slowdown and unstable economies in many developed 
countries will be a continued benefit to the national economic situation, 
even though the resultant increase in the strength of the dollar may 
impact the export market somewhat. 
 
Although Q1 in particular posted a small contraction in output, average 
and annual figures remain strong: GDP was up 2.9 percent in real terms 
and nominal output surpassed $17.7 trillion. Similarly, job creation 
returned to its 200,000+ monthly additions after a few months of 
instability and is now growing at the same annual rate as at its previous 
cyclical peak. Corporate bond issuance is occurring 12.4 percent faster in 
2015 than 2014, and at current rates of growth will reach $1.8 trillion by 
year-end. Along with a slew of other metrics looking upbeat, the Federal 
Reserve’s first interest-rate hike has become more of a question of 
“when” rather than “if,” and may come as early as September, especially 
should Greece stabilize. 
 
Output contraction a blip and masks growth in key sectors  
 
During the first quarter, GDP contracted by 0.2 percent due to an increase in 
imports as well as continued contractions in government output. Additionally, 
personal consumption expenditures (PCE) and private domestic investment 
slowed to 1.4 and 0.4 percent, respectively, but remain buoyant. Compared 
to Q1 2014’s 2.1-percent contraction, Q1 2015’s slowdown is much more of a 
blip, while the underlying fundamentals for personal consumption and private 
investment are stronger. As 2014 ultimately saw a 2.4-percent in output, we 
expect that GDP growth will return to positive levels for the remainder of the 
year for 2015 as well. 
 
In real terms, output has grown by 2.9 percent year-on-year, 70 basis points 
faster than job growth over the same time period. Leading this continued to 
be industrial and transportation equipment (which is growing at double-digit 
rates) as well as specialized sectors such as research and development, 
software and information processing equipment. At 0.9 percent, government 
continues to lag, but has begun to show signs of stabilizing. Private 
investment in specialized goods and service, as well as steadily rising 
personal expenditures, will power increases in output for the remainder of  
the cycle. 

Job creation is at pre-recession levels and may rise even more 
 
Leading GDP as an indicator of the strength of the current recovery is the job 
market. Over the past year, the U.S. economy has added 3.0 million jobs at 
an annual rate of 2.1 to 2.3 percent. As a result, unemployment has fallen to 
5.3 percent, or 80 basis points from this time last year. Professional and 
business services (PBS) has been responsible for 22.9 percent of job 
creation over the past 12 months, although this share is declining as other 
industries – education and health, leisure and health, manufacturing and 
trade and transportation in particular – have begun to flourish. The 
diversification of job growth is apparent in markets that lack a driving industry: 
Atlanta, Dallas, Miami and Phoenix are all posting accelerating employment 
increases, leading to boosts in office-market activity. 
 
At the metropolitan level, unemployment is dipping to pre-recession lows. 
While a positive step in the recovery, very low rates of unemployment may 
indicate a talent shortage in skilled and technical fields. Markets with industry 
clusters such as Austin and Seattle, where unemployment rests at just 3.1 
and 4.4 percent, respectively, while still seeing above-average employment 
growth, demonstrate the resiliency of the labor market in key geographies. 
Compounding this is unemployment for bachelor’s degree holders resting at 
a mere 2.5 percent, indicating that the national white-collar labor market has 
reached its previous low. Combined with rising job openings, hires and quits, 
there is further evidence that the battle for talent is intensifying. This should 
propel wage growth farther above inflation that it currently stands, enabling 
greater consumer spending and GDP growth. 
 
Energy volatility beginning to ease; other indicators optimistic or mixed 
 
Over the past few quarters, the volatility of and sharp decline in energy 
prices has led to questions regarding the oil, gas and mining industries 
and markets such as Houston, Calgary and Denver that act as hubs. 
From June 2014 to January 2015, the energy component of the 
consumer price index fell by 20.6 percent. This pulled the overall CPI 
down by 1.3 percent over the same time period to its lowest point since 
late 2013. However, prices have begun to stabilize and the overall CPI 
and its energy component are now rising for the fourth consecutive 
month. The drop in prices has had its effect on the office market, 
however: net absorption in Houston year-to-date has totaled just 207,185 
square feet compared to 2.2 million square feet in the first half of 2014. 
Similarly, Calgary has gone from one of the tightest office markets in 
North America to posting occupancy losses of 1.0 million square feet and 
rent declines of 3.9 percent year-on-year. Rebounds in oil prices may 
help to improve these markets’ performance. 
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On the other hand, consumer confidence and corporate bond issuance 
are on the rise and will likely gain even more traction through the 
remainder of 2015. Since reaching its low in early 2009 at 25.3 points, 
sentiment has risen to its current state of hovering around the 100-point 
market. This has coincided with the uptick in consumer spending, 
although the personal savings rate remains elevated at 5.1 percent 
compared to the 2.8-to-4.5-percent range seen during the previous cycle 
as consumers remain more conscious about spending. In line with 
improving macroeconomic forecasts, corporate bond issuance has risen 
to $757.4 billion so far in 2015 and, at 12.4 percent ahead of last year’s 
May cumulative total, could potentially reach $1.8 trillion. 
 
Even with these positive headwinds, corporate profits remain somewhat 
unsteady after soaring to record highs. After approaching a record $2.2 
trillion in Q3 2014, profits have fallen by $141.2 billion (6.5 percent) to 
just over $2.0 trillion in Q1 2015. Over the year, however, they remain up 
by 4.5 percent due to a sharp drop in Q1 2014. Notable is the growth in 
manufacturing rather than financial profits over the past four quarters, 
with 45.8 percent of corporate profit growth coming from durable and 
non-durable goods companies. As with GDP, the poor performance in  
Q1 2014 followed by sharp increases in the second and third quarters 
suggests that 2015 will see stronger growth during the remainder of  
the year. 
 
Will positive news result in a rate hike? 
 
Consistently positive results on aggregate have paved the way for the 
Federal Reserve to being serious discussion about when it will raise interest 
rates. The dropping of the word “patient” in late March from the FMOC’s 
stance on rate hikes has yet to yield any more knowledge of the Federal 
Reserve’s plans, but it is expected that the next two to three months will be 
critically analyzed before raising rates potentially as early as September. The 
slowdowns in GDP and job growth earlier in the year halted discussion 
somewhat, although the current four-month string of job creation exceeding 
200,000 per month as well as potential GDP growth in Q2 and upward 
revisions for Q1 could push the FMOC to act. Most other indicators to some 
degree likely fit the Federal Reserve’s criteria for hikes; forward guidance 
remains sparing for these metrics as well. 
 
Looking forward, we expect that personal consumption and private 
investment will remain the core drivers of output, with a particular focus on 
specialized goods expenditures and investment in transportation, equipment, 
logistics and research and development, all of which are among the fastest-
growing segments of the economy. From a labor market perspective, the 
contrast between near-full skilled employment and increasing demand for 
new employees as evidenced through a 21.7-percent spike in job openings 
over the year could result in wage growth above its current rate of 2.0 
percent. It will also boost job creation in markets with more latent talent as 
hubs such as the Bay Area, Seattle, New York and Boston reach saturation. 
Gains in consumer confidence and spending will also help to stabilize 
corporate profits; this cash will be invested back into the economy through 
higher wages and organic expansion that will create greater demand for  
office space. 
 
For the next 12 to 24 months, the United States is likely to remain one of the 
more stable and consistent economies in a global environment filled with 
uncertainty. The outcome of Greece’s bailout referendum will be an inflection 

point for the Eurozone, while the continued outflow of capital from emerging 
markets will be a net gain for the U.S. economy, even with a stronger dollar 
reducing demand for exports. This island of stability and subsequent growth 
will play key parts in keeping the office market buoyant from a leasing and 
sales perspective before peaking likely near the end of 2016, when the 
overall national economy will also begin to reach its apex.  
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After dropping considerably, energy prices are finally beginning to rise 
at the same rate as the overall consumer price index 
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Consumer confidence is powering GDP growth, with consumption 
surpassing $12.1 trillion in Q1 2015 
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The rate of job creation continues to rise and has reached its pre-
recession level of roughly 2.2 percent 

Fastest-growing components of GDP include equipment, intellectual 
property and R&D 

Manufacturing was responsible for 45.8 percent of corporate profit 
growth over the past year, trouncing finance 

Source: JLL Research, Bureau of Economic Analysis, Conference Board 

Source: JLL Research, Bureau of Economic Analysis 

Source: JLL Research, Bureau of Labor Statistics 

Nominal GDP hit $17.7 trillion in Q1 2015, up 2.9 percent adjusted  
for inflation 

Interest rates remain at near-zero levels, although indications from the 
Federal Reserve suggest a hike later in 2015 

Housing remains a lagging segment of the economy, but home price 
growth is beginning to accelerate 

Source: JLL Research, U.S. Census Bureau, Case-Shiller 

Source: JLL Research, Bureau of Labor Statistics 

Source: JLL Research, Bureau of Economic Analysis 
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Source: JLL Research,  
Bureau of Economic Analysis 

Source: JLL Research, Federal Reserve 
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Increasing office investment activity across primary, secondary markets 
drives 46.2 percent growth year-to-date 
 
U.S. office investment activity reached $39.2 billion in the second 
quarter, representing year-over-year growth of 46.2 percent and further 
supporting full-year growth forecasts of 20.0 percent. Primary markets 
continue to be a key activity driver with New York growing 47.2 percent 
year-over-year paired with strong quarters from Boston and Chicago, 
both of which saw quarterly volumes exceed $2.5 billion. While primary 
markets continue to drive in excess of 60.0 percent of overall activity 
each quarter, secondary market investment is trending up, reaching its 
strongest quarter of the cycle to-date with $8.5 billion of activity. Strong 
activity in Atlanta, New Jersey and Philadelphia were key drivers of this 
growth, each seeing in excess of $500 million this quarter. This 
secondary market investment remains concentrated in core CBD 
submarkets and select suburban assets, driving quarterly growth of 19.6 
percent in this subset of markets year-over-year. 
 
Pace of primary market investment growth increases… although driven 
by a smaller subset of markets  
 
Strong market fundamentals and capital demand continue to support 
appreciating values in primary markets. As a result, primary markets are 
increasingly dominating office sales, having accounted for 58.0, 68.0, 
and 70.0 percent of overall investment activity for the first halves of 2013, 
2014, and 2015, respectively. Year-to-date, primary markets are up 55.3 
percent, positioning the market segment to outperform 2014 deal flow, 
with average cap rates stable at 4.6 percent. Quarterly activity is widely 
attributed to four markets: 

• Comprising 26.0 and 35.7 percent of overall and primary market 
activity year-to-date, respectively, New York experienced its second 
consecutive quarter of $6.0+ billion activity. The market’s scale and 
historic liquidity continues to attract capital with Class A and Trophy 
transactions nearly doubling and tripling, respectively, year-to-date. 
Amidst cap rates for top product now at sub-4.0 percent levels, global 
institutions and sovereign wealth funds continue to represent a notable 
share of buyers. 

• Second in activity by volume, Boston grew 17.8 percent year-to-date. 
However, similar to the first quarter, this growth is widely attributed to 
suburban investment, which notably has spread to the 495 
submarkets. While foreign investors remain active in its CBD, the 
buyer pool for suburban product is dominated by regional operators 
and private equity funds. 

• Chicago has continued its run of strong growth, up 181.0 percent 
year-to-date. Fueled largely by Blackstone’s acquisition of Willis 
Tower for $1.3 billion, the West Loop submarket experienced $2.8 
billion of investment activity. Recent market strengthening and an 
expanding buyer pool of domestic and increasingly foreign investors 
have paralleled pricing growth, up in excess of 30.0 percent year-over-
year on a per square foot basis.  

• After a decline in 2014 activity, Seattle activity has grown at a 
staggering 381.0 percent year-over-year. In addition to China-based 
GAW Capital’s acquisition of Columbia Center in the Bellevue CBD for 
$467 per square foot, core, non-CBD submarkets have seen $721 
million of activity this year—reflective of West Coast-centric, suburban 
investment seen throughout the Northwest region. In the largest non-
CBD transaction of the quarter, Expedia purchased Amgen’s former 
facility in the Queen Anne submarket, part of its pending headquarters 
relocation plan. 

 
Growth of large office investment sale activity paralleling rise of portfolio 
and partial interest deals 
 
The prevalence of large transactions is increasingly driving market 
activity. In the first half of 2014, there were six deals in excess of $500 
million, totaling $6.8 billion with a concentration in Primary, East coast 
markets, notably in New York and Boston. Year-to-date, there have been 
14 transactions, totaling $12.3 billion, exhibiting expanding liquidity for 
office deals of this threshold. This represents growth of 80.8 percent 
year-over-year, and the geographic reach of these deals has also 
expanded across primary markets and select secondary assets. In the 
largest deal of the quarter, Blackstone acquired Willis Tower for $1.3 
billion, or $354 per square foot, in the West Loop submarket of Chicago. 
New Jersey is the only secondary market year-to-date with a deal of this 
caliber: In a Class A, net leased transaction, Mesirow Realty acquired 
the Verizon Center for $650 million, or $465 dollars per square foot. 
 
The emergence of these deals has paralleled a growth in portfolio and 
partial interest transactions, which have doubled in frequency in the U.S. 
relative to the prior cycle: Year-to-date, there have been four partial 
interest transactions in excess of $500 million, all of which have occurred 
in New York. Most recently, 230 Park Avenue, 730 Fifth Avenue, 11 
Times Square and 1345 Avenue of the Americas exhibit this trend, the 
first three of which involved foreign buyers.  
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Diversification into core secondary product continues  
 
While growing slower than the primary market segment, secondary 
markets have grown 44.0 percent year-to-date, demonstrating the 
continued diversification outside primary markets. The focus in 
secondary markets continues to be core, Class A assets, which 
increased 62.0 percent to $3.7 billion quarter-over-quarter and drove 
secondary market activity. With average occupancy of 95.5 percent, 
more than half of investment in these markets also favored non-CBD 
product. Despite steadily increasing investment since 2013, the yield 
spread remains accretive to this strategy with class A assets in 
secondary markets trading at a 198-basis-point discount to comparable 
assets in primary markets.  
 
Growing secondary market deal flow was largely driven by Atlanta, New 
Jersey, Philadelphia, San Diego and Phoenix this quarter, which 
accounted for half of all secondary market activity. Activity in Atlanta has 
notably grown 25.2 percent year-to-date with more than $1.0 billion of 
quarterly investment activity—growth driven by robust activity in the 
Central Perimeter submarket. Acquisitions by Building & Land 
Technology, Griffin Capital and Franklin Street Properties led the 
submarket to comprise three-fourths of quarterly activity in the market. 
While these transactions and others are representative of expanding 
secondary, non-CBD market activity, they also represent an investor 
focus on core, stabilized assets with suburban product trading in the low 
7.0s on average on a cap rate basis. 
 
While suburban acquisitions have been core in quality, core-plus and 
value add deal flow is increasingly evidenced in top secondary CBDs— 
a trend evidenced in Philadelphia and Charlotte this quarter. The 
Philadelphia CBD notably was the most active in the secondary market 
segment with acquisitions by CBRE Global Investors, Shorenstein  
and HCP, totaling nearly $600 million of deal flow. As the competitive 
environment persists in primary markets, deal activity in secondary 
markets will remain strong. However, deal profiles will simultaneously 
remain core in nature with buyers willing to take risk on top tier  
CBD product. 
 
Asian-based capital, notably from China, driving quarterly foreign 
investment 
 
Foreign demand for U.S. office real estate continues to expand with 
investment up 57.1 percent year-to-date. At this trajectory, foreign 
investment is on track to see its highest level since 2007. The prevalence 
of Asian investment—with China and South Korea accounting for more 
than two-thirds of activity this quarter—is representative of a shift from 
the prior cycle, during which offshore office investment activity was 
driven by Canadians, Australians and Germans. In their most active 
quarter of office investment in the cycle to-date, Chinese investors 
acquired $3.6 billion of assets, all of which were in New York. In the 
largest foreign transaction of the quarter, Hong Kong Monetary Authority 
acquired 230 Park Avenue for $1.2 billion, or $858 per square foot, in a 
partnership with RXR Realty.  
 
Foreign capital remains focused on high quality core and select core-plus 
assets with occupancy averaging 90.0 percent. Nearly 70.0 percent of 
foreign investment activity occurred in New York this quarter followed by 
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Seattle, Boston and Washington, DC. However, while lower on a  
relative basis, foreign capital is active for select top assets in secondary 
markets. This notably was exhibited in transactions in Phoenix and 
Miami this quarter. 
 
Office investment on pace for best year in cycle to-date  
 
As strong 2015 deal flow persists, the U.S. office investment sale 
segment is positioned to see its sixth consecutive year of growth, 
expected to surpass 2006 levels with forecasted annualized growth of 
20.0 percent. This will be supported by continued large transaction 
activity through year-end with notable large portfolios presently on the 
market or expected to hit the market later in the year. Growth will 
continue to be driven by primary markets where capital demand remains 
robust with a notable focus now on identifying core-plus and value add 
opportunities. However, diversification into secondary market investment 
opportunities will persist, and a pool of opportunistic capital is additionally 
expanding relative buyer depth for select suburban submarkets. With this 
said, amidst stabilized primary market cap rates, compression is now 
being most evidenced in secondary markets. However, economic 
variables tied to tightening domestic monetary policy, strengthening U.S. 
currency and the Greek sovereign debt crisis are key variables to 
monitor as the cycle persists. 



Foreign investment up 57.1 percent year-to-date 
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Primary markets dominating CBD investment activity; non-CBD 
volumes led by secondary markets 

15 

Now at nearly 60.0 percent of full-year 2014 activity at mid-year, $39.2 
billion of office investments this quarter 

Five markets, including secondary market Atlanta, exceed $1.0 billion 
this quarter 

Secondary market activity up 19.6 percent this quarter 

Secondary market activity continues to rise on a square footage basis, 
accounting for 56.0 percent of 2015 activity year-to-date 

Source: JLL Research 

Source: JLL Research 

Source: JLL Research 

Source: JLL Research 

Strong deal flow persists in New York, Boston, LA and Seattle; Activity 
down in Houston and San Francisco 

Driven notably by Class B investment growth, secondary markets at 
62.0 percent of full-year 2014 levels 

Source: JLL Research 

Source: JLL Research 

Source: JLL Research 

Source: JLL Research 
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Foreign investment activity (2014) Foreign investment activity (2015 H1) 
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Strong activity in Atlanta, New Jersey, Northern Virginia and Philadelphia 
boost secondary markets to near new peak levels for the cycle 
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Led by $3.6 billion of Chinese investment, foreign office investment on track 
to surpass 2007 peak investment levels 
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 Senior Research Analyst,  

 Atlanta 
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Class A vacancy vs inventory under construction 

Source: JLL Research 

Net absorption under 25,000 square feet as percent of total 

Source: JLL Research 

Central Perimeter trophy rent delta vs Class A averages 

Source: JLL Research 

Vacancy declines are likely to continue for the foreseeable future 
Mid-year 2015 marks the 20th quarter in which Class A vacancy rates have 
trended downward, having fallen consistently since mid-2010. At this point in the 
market’s previous cycle, developers were underway with over 4.7 million square 
feet of new office inventory – contrast that with only one building now. These are 
unprecedented conditions with respect to supply-demand imbalance resulting in 
an increasingly landlord-favorable market. Occupiers seeking options are 
renewing in place or are now forced to consider leasing options up to 24 months 
prior to their expiration.  

Leasing activity increases among the smaller bread & butter segments  
Headline leases this quarter include health care provider Kaiser Permanente’s 
157,318-square-foot deal at Pershing Point in Midtown and CHEP’s 76,555-
square-foot agreement to take space at Windward Oaks I in North Fulton. While 
these blockbuster deals are consistently taking down large blocks, increasingly 
active are the smaller bread & butter deals (taking under 25,000 square feet) 
which make up the bedrock of Atlanta’s office market demand. When compared 
to this time last year, smaller deals are making up a larger percentage of total 
leasing activity. As this smaller segment continues to expand, so too will overall 
net absorption. 

Rates required to justify new construction are still on the horizon 
Without a substantial anchor tenant to occupy 50.0 percent or more of a building, 
lending for new construction is somewhat of an aberration at the moment. This 
offers owners of Trophy assets some degree of protection against any threat of 
competition from new supply. Take Central Perimeter, for example, where rates 
needed to justify new construction top $36-per-square-foot on a gross basis, 
approximately a $5.00 premium over current Trophy asking rates, and a $9.76 
premium over submarket Class A averages. However, that delta is slowly 
compressing as landlords continue to aggressively push rental rates.  

Atlanta’s office market only in the third inning 
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5-year labor force growth and current unemployment rate 

Source: JLL Research 

Projected construction deliveries and current available space 

Source: JLL Research 

Itemized CBD operating expenses by % increase (2007-2015) 

Source: JLL Research          *Percent increase reflects random CBD sample  

Austin retains lowest unemployment even with highest labor force growth 
Of all metropolitan areas in the U.S. with a population of at least one million, Austin 
ranks #1 for the lowest unemployment rate at 3.0 percent. While maintaining the 
lowest unemployment rate, Austin’s labor force has grown more than any other 
metropolitan area with a comparable unemployment rate. Austin’s labor force has 
grown at a torrid rate of 13.4 percent from April 2010 to April 2015, followed by 
Dallas in second at 8.4 percent and San Antonio in third at 7.6 percent. The Urban 
Institute’s most conservative estimate projects that Austin’s population will 
increase by 30.5 percent by 2030 but with higher-than-average birth rates and 
lower-than-average death rates, Austin could see growth as high as 81.7 percent. 
Low unemployment and high labor force growth spells high office demand.  

Construction pre-leasing holds steady with lack of available large blocks 
New inventory will continue to deliver in Austin steadily through 2015 and into the 
second quarter of 2016. Projects that delivered this quarter were 3700 San 
Clemente, Capital Ridge, Parmer 3.2 and 3100 Alvin Devane. Of the 740,000 
square feet delivered, 48.0 percent has been leased. The largest lease year-to-
date occurred this quarter with Apple signing the full balance or 217,000 square 
feet at Capital Ridge. As large tenants like Apple plan for expansion and search for 
large blocks of space, they find their options are limited. There are currently only 
three blocks of available space larger than 25,000 square feet downtown and 13 
blocks of space larger than 50,000 square feet market-wide. Demand will continue 
to grow into 2016 resulting in additional speculative developments breaking ground 
during the third and fourth quarter of 2015.  

As valuations of CBD inventory rise, operating expenses follow suit  
Tenants leasing space downtown have noticed operating expenses increase 
rapidly in recent years. The main contributor to this increase is a result of the real 
estate tax portion of operating expenses. As properties trade, their value is 
reassessed by the local taxing authority to reflect the trade value. When properties 
trade higher than their assessed value, real estate taxes increase to reflect a 
higher property valuation. This quarter, Scarbrough, Littlefield and Perry Brooks 
traded while 501 and 515 Congress are under contract with Invesco. As a result, 
tenants leasing space in these buildings may see a higher than normal increase in 
operating expenses come 2016.  

Austin continues to grow by leaps and bounds 
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Class A & B absorption diverged increasingly in 2015 

Source: JLL Research 

Vacancy varied widely across Baltimore City 

Source: JLL Research 

Tenants in the market by targeted geography 

Source: JLL Research 

Gulf between Class A and Class B continues to widen 
While the market overall posted 172,843 square feet of net absorption through 
the first half of the year, Class A product outperformed Class B by the widest 
margin since 2011. Vacancy for Class B has steadily ticked upward to 16.6 
percent and asking rental rates have correspondingly fallen by 1.1 percent as 
landlords in the lower segments of the market aggressively market their 
vacancies. Market dynamics have shifted in favor of Class A landlords, however, 
in several submarkets, including Columbia Town Center, where Class A asking 
rates have risen by 4.4 percent year-over-year. As a result, additional 
development in Columbia and Baltimore City should break ground shortly. 

CBD struggles while Baltimore City overall remains relatively strong 
The flow of tenants from the traditional CBD toward Pratt Street and Harbor East 
continued as CneMain Financial relocated from 314,600 square feet at 300 St. 
Paul Place to 110,000 square feet at the Legg Mason Tower in Harbor East. 
Despite the removal of over one million square feet of obsolete buildings from 
the CBD inventory, overall vacancy in the CBD remained elevated at 17.9 
percent. Strong tenant interest in the peripheral micro-markets of Baltimore 
Southeast, such as Locust Point and Canton, has driven the overall vacancy in 
Baltimore City down to 13.9 percent, nearly on par with the metro average. 

McCormick chooses Hunt Valley for their corporate HQ consolidation 
Ending months of speculation, McCormick announced they had selected the 
Verizon building at 99 Shawan Drive in Hunt Valley for their 320,000-square-foot 
requirement. McCormick’s move will consolidate multiple owned and leased 
buildings across I-83 North into one location. Tenant demand in the second 
quarter fell primarily to Baltimore City with Howard County and Anne Arundel 
County close behind. Baltimore City has benefitted from increased tenant 
interest in urban amenities, while Anne Arundel and Harford County have lagged 
primarily due to reduced demand from government contractors surrounding Fort 
Meade and Aberdeen Proving Ground. 

Vacancy edges downward as construction picks up 
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Year-over-year direct average rent growth 
 
 
 
 
 
 
 
 
Source: JLL Research 

% tenants expanding or renewing in Q2 

Source: JLL Research 

Boston wage growth and unemployment 
3.9% 
 

Source: JLL Research, BLS 

Boston springs to life in Q2 
After a long winter, leasing activity across Greater Boston ramped 
up this quarter.  Consistent demand reduced availability across the 
market and total vacancy dipped to 14.1%, nearing 2007 lows. 
Direct average rents increased more than 5.0% year-over-year in 
nine out of twelve of Boston’s submarkets. Continued upward 
pressure on asking rates and concessions compression is 
expected in the remainder of 2015. 

Value seeking tenants feel a squeeze 
As the market continues to heat up, value seeking tenants are 
finding fewer options to select from. Smaller suites are going 
quickly and there is a lack of availability in lower-priced space 
across the market. As a result, Q2 saw an increase in tenants 
renewing and expanding with a building rather than looking to the 
market for options to increase space efficiency or decrease 
expenses.  

Economy showing solid growth 
Boston has enjoyed a solid and steady recovery in this economic 
cycle and has been in an expansion mode for over two years. The 
dynamic growth sectors of technology and biomedical research are 
leading the recent job gains, but the solid core industries of 
healthcare and financial services continue to grow as well, 
outpacing both state and national averages. Boston leads the 
country in wage growth and is among only three U.S. metropolitan 
areas to exceed the U.S. growth rate. 
 

Boston in full bloom 
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Three new buildings planned for 2015 

Source: JLL Research 

Total square footage on market for sale by submarket 

Source: JLL Research 

CBD absorption rebounds in second quarter 

Source: JLL Research 

Several developments propose second half of 2015 groundbreakings 
Three development projects, all located less than two miles of each other, are 
projecting speculative groundbreakings before the end of 2015. Portman 
Holdings plans to break ground this summer on a 350,000-square-foot building at 
615 S College Street. Next door to this project, Crescent Resources is planning a 
groundbreaking at the end of the year on an approximately 700,000-square-foot 
office building. Furthermore, Beacon Partners is tearing down the existing 
building at 500 E Morehead Street and building a 180,000-square-foot building in 
its place. If all of these developments break ground, it will bring significant and 
much needed available space to one of Charlotte’s fastest growing areas.  

Investment sales activity returns to the suburbs  
After a surge of investment sales in the CBD through the last few years, yielding 
record high trades for price per-square-foot, the suburbs have recently seen a 
resurgence. Airport submarket boasts the largest amount of square footage for 
sale – largely dominated by the Water Ridge office portfolio. Currently the CBD 
has no active listings, although several prominent assets are expected to hit the 
trading block before long.  

CBD moves into the green after lackluster first quarter 
After a down first quarter for the CBD, absorption is moving in a positive 
direction. After negative 30,480 square feet of absorption in the first quarter, the 
CBD rebounded with 50,959 square feet of positive absorption in this quarter. 
This positive absorption was generated by CNL, CliftonLarsonAllen, Kimley-Horn 
and US Bank. Furthermore all of these deals occurred within the Class A 
segment of the CBD office market. Moving forward, with new development 
underway and demand continuing to remain strong, the CBD will likely continue 
to post yearly positive absorption for the foreseeable future.  

Substantial new development slated for 2015 
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VC funding in Chicago  

Source: JLL Research, PricewaterhouseCoopers 

Chicago office leases > 20,000 s.f. signed Q2 2015 

Source: JLL Research 

Average asking rents 

Source: JLL Research 

Chicago startups are consistently competitive recipients of VC funding 
Current data shows that the industries taking the greatest share of Chicago’s 
venture capital (VC) funding are consumer products, software, and medical 
devices/equipment. From a national perspective, Chicago’s most competitive 
industry for funding was consumer products which, at $63.4 million, took 13.3 
percent of the national share of VC funding for that industry. A bulk of the funding 
for consumer products went to Raise Marketplace which received $56.0 million. 
Raise Marketplace is a website where users can buy and sell unused gift cards. 
It recently moved into 46,000 square feet at the Sullivan Center. This example 
demonstrates the role that VC funding plays in the maturity of a startup and how 
more investment allows a firm to expand its headcount and drive demand in the 
local office market.  

Michigan Avenue south of the Chicago River is transforming  
Hotel conversions are breathing new life into historic buildings and a 
development at 200 N Michigan is adding over 400 rental units to the area. New 
restaurants are opening in response to demand from more tourists and residents. 
All of this is creating a vibrant conduit between the Michigan Avenue shops north 
of the river and the cultural amenities at Grant Park and the Museum Campus. 
As a result, demand for office space in this area of the market has increased and 
contributed to the almost 500,000 square feet of East Loop leasing activity over 
the past 12 months. Rents reveal how the demand and investment are impacting 
this corridor. Available office space along Michigan Avenue is currently asking 
$34.51 per square foot, a premium of $0.85 over the East Loop. 

At 6.0 percent, unemployment is down 100 basis points year-to-year 
Moody’s is forecasting a 3.7 percent growth in the Chicago metro employment 
market over the next two years. With that we expect that demand for office space 
will ramp up and that activity coupled with little new supply will maintain the 
market’s landlord favorability. Once new supply comes online in early 2017, we 
expect that conditions will become less landlord favorable until the backspace 
vacated by tenants moving into the new developments is absorbed. 

Tech, adaptive reuse offer investor opportunities 
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Class A rental rate appreciation year-over-year 

Source: JLL Research 

Strongest mid-year leasing activity in six years 

Source: JLL Research 

Impact of Equity Commonwealth and Arden portfolio sales 

Source: JLL Research 

Tightening vacancies lead to increased rent across submarkets 
As vacancies have tightened across the suburbs, rental rates have been 
increasing. Year-over-year, Class A rental rates increased across all but one 
submarket at the same time that market wide vacancy rates decreased year-
over-year. While North Lake County’s Class A rental rate did not increase year-
over-year it did increase from last quarter rising by $1.57. This trend will continue 
as vacancy rates tighten further. This tightening will be supported by current 
tenants in the market looking for a combined 6.7 million square feet of space. 

Extensions and renewals lead leasing activity in Q2 2015 
The second quarter saw a flurry of renewals and extensions throughout the 
suburban market. Renewals and extensions accounted for 475,000 square feet 
of leasing activity during the quarter. The largest renewal was from United 
Stationers; the company will be staying at 1 Parkway North in Deerfield. The 
Class A building will be undergoing renovations including upgraded common 
areas, atrium makeover and an employee friendly social spot. In the O’Hare 
submarket Life Fitness signed a 70,000-square-foot renewal at Columbia Centre 
III. These renewals and extension show the strong commitment many companies 
have made to the suburbs.  

Suburbs see major ownership changes with portfolio acquisitions 
Two major portfolio sales have led to some ownership shake-ups across the 
suburbs this quarter. Chicago based Equity Commonwealth completed a 
portfolio sale totaling $793 million during the second quarter. This included three 
suburban buildings, two in the North submarket and one in the Western East-
West submarket, which will now be owned by Lone Star Funds. Additionally, 
Blackstone acquired GE’s portfolio this quarter causing 17 Chicagoland buildings 
to undergo ownership changes. The total value of the international portfolio is 
$23 billion in assets, including 4.2 million square feet of property.  

Greatest mid-year velocity in seven years  

2,257 

6.6% 
2.9% 

-2.0% 
2.4% 

5.5% 

Eastern East-West
Western East-West

North (Cook Co)
North (Lake Co)

O'Hare
Northwest

0
1,000,000
2,000,000
3,000,000
4,000,000

2009 2010 2011 2012 2013 2014 2015
YTD

97,000,000 
Total inventory (s.f.) 

160,498 
Q2 2015 net absorption (s.f.) 

$23.91 
Direct average asking rent 

753,000 
Total under construction (s.f.) 

20.3% 
Total vacancy 

292,849 
YTD net absorption (s.f.) 

2.5% 
12-month rent growth 

100%  
Total preleased 

3.0% 
Combined share of suburban 

inventory  



Cincinnati 

24 

- Cody Brooks 
 Research Analyst,  

Great Lakes 

JLL | United States | Office Outlook | Q2 2015 

Office construction heating up (s.f.) 

Source: JLL Research 

Blue Ash/Montgomery net absorption (s.f.) 

Source: JLL Research 

Class A and Class B rental rates 

Source: JLL Research 

Rising demand continues to fuel office construction 
Rising demand across the Cincinnati office market has sparked a number of new 
developments, increasing the level of office product under construction to its 
highest level in years. The development pipeline is also active, with numerous 
projects lined up in the queue. The largest project awaiting construction kick-off 
is 180 Walnut at the Banks, a potential 10-story, 235,000-square-foot speculative 
office tower. Carter, the site’s master developer, is still looking for an anchor 
tenant to begin construction. 

Blue Ash/Montgomery enjoys aggressive leasing rebound 
The Blue Ash/Montgomery submarket has experienced a surge in leasing 
activity through the first half of 2015 following a trend of declining demand seen 
in the years prior. A number of significant lease transactions were signed 
recently, including Kroger’s takedown of the entire five-story, 176,000-square-
foot office building at The Landings of Blue Ash, a former CitiBank facility. 
Microsoft also recently announced a significant commitment to the submarket, 
leasing roughly 17,000 square feet at Lake Forest Place, a seven-story, Class A 
property located at 4445 Lake Forest Drive. These along with other significant 
transactions are expected to add numerous jobs in the area, further cementing 
the Blue Ash/Montgomery submarket’s status as a suburban hotspot. 

Rental rates seen increasing, albeit slowly 
Asking rents have slowly been on the rise as both Class A and B assets 
recorded measured growth in rates over the past year. The average Class A 
asking rent currently sits at $21.87, an increase of 2.6 percent, or $0.56, year-
over-year. Meanwhile, Class B asking rents posted an annual gain 2.7 percent, 
or $0.42, from $15.42 to $15.84 per square foot. Looking forward, the trend in 
rising rents is expected to hold steady, supported by a continually tightening 
market and increasing levels of tenant activity. 

Rental rates and tenant demand record gains 
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Office employment trends (12-month change, 000s)  

Source: JLL Research 

Skyline vacancy projections 

Source: JLL Research 

Total office sales ($, millions) 

Source: JLL Research 

Office-using employment sectors record steady, albeit modest gains 
According to the most recent estimates from the BLS, office employment sectors 
in Cleveland added 4,000 jobs year-over-year, equating to a 1.1 percent 
increase. These sectors have recorded annualized gains for 26 consecutive 
months, representing a steady streak of expansion. The issue though is that the 
expansion has been relatively modest. Total employment in these sectors 
remains more than 27,000 jobs below the highs recorded in 2007. While 
continued employment growth among the office employment sectors will 
increase the number of active requirements in the near-term, continued 
rightsizings by tenants will equate to fixed levels of demand over the forecast.  

Rightsizings outweigh expansions in Skyline, vacancy to escalate 
Cleveland’s Skyline set experienced robust leasing activity over the last 18 
months with many sizable tenants making long-term real estate decisions. 
However, rightsizings outweighed expansions as reducing footprints and 
increasing efficiencies remained a key focus for office tenants. As a result, the 
Skyline’s vacancy is forecast to reach 24.0 percent by the end of 2015. The 
increase in vacancy is largely attributed to occupancy reductions by three 
primary tenants, Key Bank, BakerHostetler and Deloitte, which by the end of the 
year will have reduced their Skyline footprints by nearly 300,000 square feet.  

Office sales surge in the first half of 2015, approach 2008 highs 
Sales activity has been mounting in Cleveland over the last three years, although 
a significant portion of the trades were distressed properties. This is particularly 
true downtown where surging multi-family demand has led to the sale of vacant, 
functionally obsolete office buildings for residential conversion. Slowly though, 
investment-grade assets have been making up a larger percentage of trades. 
The scales tipped in the second quarter when the Hertz Investment Group 
purchased the Fifth Third Center in downtown Cleveland from TIER REIT. The 
508,000-square-foot Class A office tower was 77.9 percent leased. It traded for 
$53.8 million or $106 per square foot and a 7.4 percent cap rate.  

Tenant and investor activity escalates downtown 
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Class A and B vacancy rates continue to decline 

Source: JLL Research 

Central Ohio: a major employment hub 

Source: Columbus 2020, JLL Research 

Total vacancy by submarket cluster 

Source: JLL Research 

Quality space options remain in short supply 
Quality space in Columbus is in short supply as overall Class A vacancy 
continues to decline across the market, falling a whopping 7.3 percentage points 
since 2012. Thanks to limited new construction, demand has steadily seeped 
into Class B space as well, with Class B vacancy across Columbus clocking in at 
15.0 percent though the first half of 2015. The increase in demand has not gone 
unnoticed by developers. Currently, roughly 484,000 square feet of speculative 
office product sits under construction across the market--all of which is expected 
to deliver by the end of the year. 

Central Ohio projects lofty employment goals 
Central Ohio continues to cement its position as an employment hub through its 
recent projection that roughly 200,000 new jobs will be created by the year 2020. 
The 11-county region has already created 106,000 new jobs in the last 10 years 
thanks to favorable business incentives as well as local economic development 
efforts. Although office-employment growth has remained stagnant as of late, 
office-using sectors employ roughly 431,000 workers, comprising nearly 42 
percent of total non-farm employment in the Central Ohio region.  

CBD and North submarket clusters remain hot 
The CBD and North submarket clusters registered the lowest vacancies through 
the first half of 2015, supported by a number of significant lease transactions 
signed over the second quarter, including Opportunities for Ohioans with 
Disabilities’ commitment to roughly 61,000 square feet of space in Worthington 
as well as Aver Informatics’s takedown of 24,000 square feet in Capitol Square. 
Declining vacancy has also prompted talks of new construction, particularly 
within the CBD, where local developers are scouting new opportunities in the 
Short North/Warehouse District as well as Capitol Square, thanks to well-
received new developments such as The Joseph and 250 S. High.  
 
 

Increasing demand prompts new construction talks 
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Needle-mover relocations/consolidations/built-to-suits (SF) 

2014 Santander 350K, Omnitracs/ActiveNetwork 300K 
 
2015 State Farm 1.5M, Richards Group 250K 
 
2016 State Farm 500K, Realpage 400K, Raytheon 490K,  
 
2017 Toyota 2M SF, Liberty Mutual 1M, FedEx 265K 
Source: JLL Research 

Rates and related expenses up significantly 

Source: JLL Research 

Construction pipeline points toward rising vacancy rate 

Source: JLL Research 

Relocations and consolidations driving near record-high absorption  
Dallas has been outpacing long term trends with outsized net absorption, which 
has been given a tremendous boost by large corporate users relocating or 
consolidating operations in the Dallas market. In many cases this has involved 
large built-to-suit projects (State Farm, Toyota, Liberty Mutual), but in others it 
has been less high profile backfilling of large blocks of space (Realpage, 
Santander). Over the past three years, the Dallas market has averaged over 2.7 
million square feet of positive net absorption. Through the first half of 2015, that 
number has already been surpassed, partly due to State Farm taking occupancy 
in the first phase of its new campus. Recently signed lease transactions point to 
strong net absorption over the next two years. 

Strong demand coupled with increased expenses pushing rates higher  
All of this strong demand for space has put strong upward pressure on rates. 
Some of that pressure is from a tighter vacancy rate, but also from an expense 
and labor perspective. The active construction pipeline has utilized almost all of 
the available labor pool for construction workers, which has resulted in large 
increases in base construction costs, tenant finishes and related projects. Tenant 
improvement costs alone have increased somewhere in the 15 to 18% range 
over the past two years. These higher expenses ultimately get passed on to 
tenants through increased rates. 

Vacancy likely at low point in the cycle with new spec near completion 
With over 8.5 million square feet currently underway and several more 
announced projects soon to break ground, the market is likely near or at the low 
point from a vacancy rate perspective this cycle. Most of the construction 
completed over the past two years has been built-to-suit projects, but this 
dynamic is expected to shift more toward spec development. Still with strong 
pre-leasing activity and a lower than average vacancy rate, the market is 
expected to remain landlord favorable for at least the next two years. 

Near record demand pushing rates and costs up 
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Square footage under construction market-wide 

Source: JLL Research 

Available sublease space versus leasing activity 

Source: JLL Research 

Movement in commercial property values: 2012 to 2014 

Source: JLL Research, Assessor’s Office 

New development in full swing throughout Denver 
Across the entire Denver office market, the average age of properties is 35 
years. Downtown, seven of every 10 square feet was built at least three decades 
ago. Strong office-using employment has kept tenant demand elevated, and 
tenants (both existing and new) are increasingly seeking more modern facilities 
and newer amenities, particularly as the millennial generation’s presence in the 
workforce expands. Today, more product is under construction than at any time 
since 2002. As the tallest building constructed since 1985, 1144 15th Street’s 
640,000 square feet will change Denver’s skyline. Other projects newly breaking 
ground include the Northwest’s 8181 Arista (105,288 square feet and two CBD 
mixed-use projects—Z Block LoDo and Union Tower West (340,000 square feet 
between them.) 

Available sublease space attractive to new and existing users 
As rental rates continue to hover at or near record-high levels, many users are 
looking toward sublease availabilities, which often offer quality space at steep 
discounts. Last quarter saw an uptick in the amount of activity driven by 
occupiers seeking sublease space. Laramie Energy recently vacated its direct 
space at Writer Square to backfill Pioneer Energy’s sublease space at 1401 17th 
Street, while Lewis Bess left its direct lease at Civic Center Plaza to occupy half 
of Halcón’s sublease space at 1801 California. Even new-to-market tenants are 
considering sublease over direct space in order to reduce real estate costs. 

Recent property assessments will drive up taxes 
Across all asset types, CRE activity for the two years beginning mid-2012 
ramped up markedly. 2015’s property valuations reflect the rising tide of good 
economic news locally. Gains in property value for office properties led the way. 
Retail and industrial assets recorded increases, albeit to a lesser degree, while 
multifamily saw median values climb 33.0 percent. Owners will receive new 
property tax bills in January, and, in many cases, the increase will be sizable. 
Most additional costs will be passed on to tenants in the form of higher 
expenses. Consequently, tenants will negotiate for efficiencies in operating 
expenses, like reduced utility costs in a more energy efficient locale.  

Future-supply construction hitting stride 
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Office employment and vacancy move in opposite directions 

Source: JLL Research 

Availability in Detroit’s CBD continues decline 

Source: JLL Research 

Differential between urban and suburban asking rents 

Source: JLL Research 

Tenant demand continues to mount downtown 
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Job growth spurs office demand 
Office-using employment sectors have experienced substantial employment 
expansion over the last year, recording an annualized net gain of 14,500 jobs 
across Metro Detroit. Appropriately, office vacancy has continued to decline 
since hitting a record high of 29.2 percent in the first quarter of 2011. With an 
improving economy and increasing space needs by office tenants, total vacancy 
is expected to continue its downward trend through 2015. Despite Detroit’s 
improving economic condition, fundamentals are unlikely to justify any 
speculative construction for the short-term. Consequently, demand growth will 
continue to translate almost entirely into vacancy improvements.  

Big firms trade the suburbs for the city 
Detroit’s CBD is the circumstance of an underserved submarket with pent up 
demand. Developers are racing to fill that void and attract tenants by renovating 
and developing in CBD. The market is becoming increasingly bullish on 
Downtown, with firms such as Ally Financial and Fifth Third signing long term 
leases for 320,000 square feet and 62,000 square feet, respectively. Class A 
availability in the CBD continues to decline from a recent high of 24.9 percent in 
2010 to 9.6 percent at the end of Q2 2015. The CBD will continue to creep near 
capacity in the near-term as demand growth outpaces supply additions.  

Tenants will find shifting dynamics across the landscape 
A range of determinants will come into play when large tenants consider urban 
versus suburban leasing. When a tenant looks at the downtown market versus 
the suburban market, the difference between asking rates is typically $4 to $6 
per square foot and at times can reach a spread of $9 to $11 because of the city 
income tax and other factors. However, companies seeking to lure a highly 
skilled workforce and position themselves within a cluster of economic activity 
are reaping the benefits of downtown. This shift has already upended some long-
standing dynamics of city versus suburban leasing prices and occupancy rates.  
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Small-to-mid-size users dominate tenant demand  

Source: JLL Research,*ranges indicate tenant size requirement in square feet 
 

Large block availabilities  

Source: JLL Research, 

Rental rates across the East Bay 

Source: JLL Research 

Occupiers look East as other Bay Area markets tighten 
The East Bay continues to be a target of interest for tenants from surrounding 
submarkets such as Oakland and San Francisco, especially in submarkets 
where similar amenities are on offer. Core submarkets like Downtown Walnut 
Creek and Pleasant Hill BART offer quality space with access to BART at lower 
costs compared to Oakland, while the Tri-Valley offers even lower occupancy 
costs as well as the space to accommodate large corporate users. Small and 
mid-size users dominate demand, with the majority of users in the 5,000 to 
35,000 square-foot size range. Leasing momentum will continue as the economy 
continues to grow. 

Secondary submarkets buzzing with demand 
New leasing activity has been especially strong for small to mid-size users this 
quarter. However, there have been a fair share of tenants larger than 30,000 
square feet renewing their space, more notably CGP Acquisitions securing over 
40,000 square feet at Pacific Plaza at Pleasant Hill BART. With no large blocks 
remaining in core submarkets, large corporate tenants have been looking to 
secondary markets such as Concord and the Tri-Valley. Currently there are three 
large blocks greater than 30,000 square feet available in Concord, and 10 
located in the Tri-Valley such as Rosewood Commons and Bishop Ranch in 
Pleasanton and San Ramon, respectively.  

Landlords in control as competition for Class A space remains strong 
Rental rates for core submarkets are reaching Oakland-CBD prices, especially 
for Class A space in Downtown Walnut Creek as well as Pleasant Hill BART. For 
instance, the average asking rates for the Treat Towers are pushing $3.50, on 
par with some Trophy assets in Oakland. As core submarkets tighten and 
attention turns to second-tier options, landlords have the ability to push rents, 
especially in Pleasanton as well as San Ramon-Other. Overall rents have 
increased by 10.9 percent year-over-year in Pleasanton while San Ramon-Other 
experienced a 16.8 percent spike. We can expect fundamentals to tighten in the 
next 6-8 months as one of these large users leases space and signals other 
tenants to follow suit.  
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Large block options abound in secondary markets 
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Leasing velocity change from 1st Quarter 

Source: JLL Research 

Total vacancy for the 2nd quarter 

Source: JLL Research 

Fairfield County unemployment rate 

Source: JLL Research 

Overall leasing velocity down 
The Fairfield County office market experienced a decrease in leasing velocity of 
16.8 percent in the second quarter. The Route 7 corridor slowed down its 
tremendous leasing production despite the Class A vacancy rate hitting a new 
historic low. However, the Stamford CBD produced over 200,000 square feet of 
velocity which was the most of any submarket in the county. The largest lease of 
the second quarter involved UBS’ relocation into 119,216 square feet at 600 
Washington Boulevard in Stamford. The average transaction size was 7,903 
square feet, which was a decrease of 52.3 percent from the first quarter. 

Vacancy Rate hits 10 year high 
The overall vacancy rate in Fairfield County reached its highest level in 10 years, 
after 714,910 square feet of negative net absorption was recorded in the second 
quarter. The vacancy rate in Norwalk alone climbed to 42.1 percent after nearly 
430,000 square feet of space became available at 10 Norden Place due in large 
part to Northrop Grumman vacating the building. Asking rents in the suburban 
areas of the county reflected this increase in vacancy by dropping 3.1 percent.  
Despite the high vacancy rate, the overall outlook for the rest of 2015 is positive 
based on the number of tenants actively looking for office space in this market. 

Fairfield County unemployment rate continues to drop 
The unemployment rate has dropped 0.8 percent since the beginning of the year. 
This decline is even more impressive when you take into account that some of 
the largest companies in Fairfield County, such as G&E Capital, made significant 
employment cuts. The continued march toward pre-recession levels of 
unemployment has brought with it increased touring activity, especially along the 
major transit hubs of Stamford and Greenwich. The number of tenants looking 
for space in these markets is up 13.0 percent since 2013, which is when many 
companies began hiring at a steady rate again. 
 

Slow 2nd quarter halts 2015 momentum 
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Rents and occupancy soaring along Las Olas Boulevard 

Source: JLL Research 

Suburban investment sales to eclipse last year (in millions) 

Source: Thomson Reuters, JLL Research 

Cypress Creek offers an array of options at lower cost 

Source: JLL Research 

Trophy assets continue tightening, approaching record high occupancy 
The Trophy assets along Las Olas Boulevard downtown have always been the 
most desirable for tenants, particularly in the legal and financial sectors; 
however, the barriers for locating in the Core CBD haven’t been this high in 
almost 10 years. Vacancy among the Trophy set is currently 7.3 percent, the 
lowest its been since 2007 and rents are at a peak of nearly $45.00 per square 
foot. One of the most prominent towers, Bank of America Plaza, is 100 percent 
leased. The tightening is a result of new tenants signing leases ahead of major 
shifts in fundamentals and existing tenants executing earlier renewals to save on 
occupancy costs, which have increased 18.2 percent since year-end 2013 and 
show little signs of slowing down, forcing some tenants to look elsewhere in  
the market. 

Investors still eying the market, current owners looking to capitalize  
The tightening market has led to a flurry of investment activity in Broward County. 
This is particularly true in the western suburban markets, as nearly all downtown 
assets traded between 2012 and 2014. So far this year, 12 suburban properties 
have traded to prominent investors (most of which were part of national portfolio 
transactions), and a combined 611,700 square feet is on the market in Sawgrass 
Park and Southwest Broward. Most notably, Brookdale’s portfolio in Sawgrass 
Park, which they purchased in 2012, is also being marketed within a national 
portfolio of properties across the southeast. 

Cypress Creek continues to lag overall market 
With relatively stagnant rent growth in Cypress Creek compared with other 
suburban submarkets, leasing activity and absorption through 2015 has been flat 
outside of Bayview Financial occupying roughly 60,000 square feet in Crown 
Center. However, the submarket should see opportunity as the rest of the County 
tightens due to the myriad availabilities at a lower cost. This is particularly 
attractive to emerging local companies with limited capital for real estate. 
However, with the aging inventory and comparative quality of the assets in the 
market, large corporate users may seek alternatives. 

Tightening market shifting leverage toward owners 
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Historical square feet delivered 

Source: JLL Research 

Office investment sale volume 

Source: Thomson Reuters, JLL Research 

12-month office-using employment gains 

Source: JLL Research 

Office deliveries steadily decreased into the second quarter 
The delivery of Convergence V this quarter marked the end of the near-term 
supply pipeline and may help office fundamentals for the remainder of the year. 
Delivering 33.3 percent preleased to Wolcott Rivers Gate, this places a relatively 
small block of Class A space on the market (33,332 square feet), and only one of 
five blocks available over 30,000 square feet. In 2014, 4525 Main Street 
delivered 52.4 percent preleased and still houses the largest contiguous space 
available at 78,400 square feet. With no new product set to deliver this year, 
these last significant vacancies should be well positioned for absorption.  
 

Investment sale volume boosted by portfolio dispositions 
Liberty Property Trust’s 22-property portfolio, totaling 1.3 million square feet, 
boosted investment sales volume in the second quarter after trading to Lingerfelt 
Companies for $110.3 million. Progressing toward a 100.0 percent industrial 
REIT, LPT has liquidated all office holdings in Richmond and Hampton Roads 
and has made Richmond-based Lingerfelt (regional developer/owner) one of the 
largest landlords in the region. Also this quarter, Texas-based Lone Star Funds 
(private equity) acquired Equity Commonwealth’s (private equity) 53-proprety 
portfolio of which two assets were located in Hampton Roads, 448 Viking Drive 
and 6160 Kempsville Circle. 

Office-using employment gains beginning to take shape 
Net absorption has only reached 47,540 square feet year-to-date and leasing 
volume has steadily declined, but Hampton Roads has benefited from six years 
of annual positive net absorption. With office-using employment growth pivoting 
from slight but steady loses since 2013, to small gains commencing this year, 
Hampton Roads’ recovery may be gaining momentum and could boost 
occupancy levels further into 2016. 

Opportunistic buyers boost investment sales volume 
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Houston absorption by quarter 

Source: JLL Research 

Market wide Class A & B Large Blocks (Direct vs Sublease) 

Source: JLL Research 

Current active requirements in Houston 

Source: JLL Research 

Office economics changed by energy impact 
As the reality of $60/bbl oil prices and the corresponding job cuts continue to 
take effect in Houston, the office market has begun to mirror the initial recovery 
from the 2009-10 financial crisis. While absorption has slowed from the 900K s.f. 
on average over the past 14 quarters and sublease space coming to market 
continues to climb, tenant concessions such as free rent and TI allowances have 
begun to increase. While published rental rates throughout the city have yet to be 
impacted, on a street level basis landlords are having to be creative and flexible 
in terms of strike rents in order to get a lease signed. 

Large blocks become more prevalent thanks to M&A and slowing leasing 
With large scale M&A activity in the market being triggered by such firms as 
Halliburton, Shell and Enterprise, the number of large blocks of space has begun 
to spike within the Houston market in both Class A and B buildings. With nearly 
nine million square feet of combined new construction and sublease space 
potentially arriving vacant to market over the next 18 months and leasing activity 
remaining far below the halcyon days of 2012 and 2013, Houston is poised to 
see a significant jump in vacancy rates throughout a variety of submarkets in 
2015 and 2016. 

Tenants focusing on submarket and building opportunities 
A slowing office market and an uncertain economy for the next 12 to 18 months 
has Houston’s office tenants poised to utilize the leverage that this opportunity 
presents them in the upcoming quarters. While leasing activity has slowed, 
tenants with active requirements have remained growing across multiple 
business sectors. The strong demand caused by tenants with 2017 and 2018 
expirations combined with Trophy, Class A vacancy rates in the single digits has 
created a new reality whereby tenant or landlord leverage is not being judged on 
a submarket by submarket basis, but rather a building by building basis. 

Shifted dynamics offer opportunities in market 
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Job growth/loss by sector (12-month change) | Indianapolis 

Source: JLL Research 

Leasing activity by size 

Source: JLL Research 

Sales volume $ by submarket 

Source: JLL Research 

Local unemployment on the decline 
Indianapolis’ unemployment rate declined substantially since April and currently 
sits at 4.3 percent according to the most recent data available from the Bureau of 
Labor Statistics. This is the lowest unemployment has been in seven years. An 
increase in private sector jobs contributed to this reduction in local 
unemployment. The most substantial monthly gains among office sectors 
occurred in the Professional and Business Services sector (3,200 new jobs). 
May’s jobs report is welcomed news and signals that growth is back on track 
after a slow start to the year.  

Leasing activity on the uptick 
Leasing velocity has increased in each of the last four quarters amid recovering 
economic conditions. Already this year, we have seen nearly 40 signed deals in 
excess of 10,000 square feet. While more than half of these deals have been 
renewals, the amount of new leases and expansions are on the rise. While this 
activity has yet to bear out in the statistics, it’s important to note that several of 
the deals signed during the first half of 2015 have yet to take occupancy. Also 
noteworthy is that several of the larger deals signed occurred just outside of the 
statistical tracking area or in untracked single-tenant buildings and therefore do 
not show up in the absorption and vacancy calculations. 

Investors remain bullish on Indianapolis 
Indianapolis office properties continue to be in high demand among investors. To 
date, seven office sales greater than 50,000 square feet have closed this year for 
a total sales volume of almost $127 million. The most recent transaction was 
I.M.C. Diversified, Inc.’s acquisition of Castleton Park from True North 
Management Group. Castleton Park is comprised of approximately 1.1 million 
square feet of primarily Class B office and flex product on the northeast side of 
Indianapolis. The park was 85.0 percent occupied at the time of sale. Investor 
interest and activity is expected to remain high. Indianapolis offers a very 
favorable business climate that provides an excellent opportunity for investors to 
achieve long-term rental growth. 

Market fundamentals improving 
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Jacksonville unemployment outpaces the state 

Source: JLL Research 

Class A vs Class B absorption 

Source: JLL Research 

Large blocks available in Butler Blvd and CBD 

Source: JLL Research 

Jacksonville unemployment rate sits at 5.1 percent, outpacing the state 
The Jacksonville MSA currently has an unemployment rate of 5.1 percent, 60 
basis points lower than Florida’s current unemployment rate. Over 14,200 jobs 
have been added in the past 12 months, a 2.7 percent increase in overall 
employment year-over-year. This marks an all-time high in employment for 
Jacksonville, having regained all of the jobs lost during the recession, and overall 
employment is expected to continue increasing in the second half of 2015 as 
some companies look to grow their local operations. Office using industries’ 
employment numbers have stalled slightly in 2015, showing minimal growth after 
an exceptionally strong year in 2014.  

Demand for Class B space picking up after strong Class A demand in Q1 
After Citizen Property Insurance Corporation signed a 236,000-square-foot lease 
downtown, there was minimal activity in the CBD submarket for both Class A and 
Class B. Butler Boulevard saw a large amount of transactions with over 180,000 
square feet of positive absorption split between Class A and B space. There are 
only six Class A spaces larger than 50,000 square feet available, two of which 
are downtown. During the second quarter 1.2 percent of the total Class B 
inventory was absorbed, bringing vacancy to 19.0 percent. This marks the lowest 
vacancy rate since 2005 for Class B space. 

Vacancy expected to continue to decline due to lack of deliveries 
Since 2009 only three buildings have been delivered, all Class B build-to-suits 
totaling 175,000 square feet. The last Class A building delivered was in 2008, 
and under current market conditions it is less expensive to purchase a building 
than build a new one and no new deliveries are expected during the next 12 to 
18 months. On the investment side, seven buildings have traded downtown since 
the end of 2013, most recently Suntrust Tower. Jacksonville’s total vacancy is at 
its lowest point since 2002, and is expected to decline further in the second half 
of 2015. Leasing activity is on pace with activity over the past two years and net 
absorption is on track to surpass 2012, the highest in the past 10 years.  
 

Vacancy continues decline with employment growing 
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Overall - Class A vacancy rate 

Source: JLL Research 

South Johnson County - Class A vacancy rate 

Source: JLL Research 

CBD - Class A Vacancy Rate 

Source: JLL Research 

Economic fundamentals modestly improving 
The unemployment rate continued its decline during the quarter to 5.2 percent 
and optimism in the office market continues to improve as more occupiers are 
expanding to accommodate growing workforces. In its June publication of the 
Beige Book, The Federal Reserve Bank noted on Kansas City: “District real 
estate activity continued to increase at a modest pace in April and May, and 
expectations were positive for the coming months….Commercial real estate 
activity continued to increase modestly in April and May as vacancy rates 
decreased and absorption rates, completions, construction underway, sales and 
prices increased. The commercial real estate market was expected to strengthen 
at a modest pace over the coming months.”  
 
Class B leads the charge 
While the red-hot recovery for Class A space slightly cooled in the second 
quarter, Class B space was ready to lead the way. There was 458,201 square 
feet of positive Class B absorption in the second quarter, with most of the gains 
coming in the suburban markets (409,758 square feet). This shift is a result of 
tightening inventory and rising rents in the Class A inventory, and we anticipate 
the trend to remain on a steady uptick through the end of 2015. The current 
average direct asking rent of $17.16 per square foot was slightly higher over 
previous quarters, and the number looks to continue its modest, consistent 
increase as the inventory tightens in coming quarters. 
 
Brisk office product activity in the capital markets  
There were notable asset sales in the second quarter. Notable transactions 
include VanTrust’s acquisition of 5454 W 110th Street (233,000-square-foot office 
redevelopment) and KBS’s acquisition of Park Place (483,000-square-foot 
mixed-use) for $126.5 million. Several other large office projects are under 
contract or in the preliminary marketing stages.  There will be additional activity 
among investment-grade quality assets as owners have weathered the storm 
and are looking to capitalize on the recent leasing activity and increased demand 
for stabilized, well-located assets 
the most active in 2015. Ca 

Kansas City continues its recovery  
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Micro-market improvements bolsters broader LA 
Large space commitments breathe life back into Bunker Hill 
The Bunker Hill micro-market within the Los Angeles CBD has recently seen a 
sharp increase in leasing volume. What was not so long ago thought of as a 
declining pocket of the current revitalized urban core is quickly proving that it 
shouldn’t be counted out just yet. A handful of significant leases have been 
signed in recent quarters. Most notably, architecture firm AECOM inked a 
121,330-square-foot deal in which they will relocate their headquarters office 
from the financial district to 300 S. Grand on Bunker Hill. Additionally, law firm 
Lewis Brisbois inked a 15-year deal for 197,805 square feet at the US Bank 
Tower, solidifying their decision to not return to 221 N. Figueroa Street after the 
building suffered fire damage last December. These two deals, coupled with 
Capital Group’s 323,000-square-foot renewal signed in Q1, demonstrate the 
continued tenant appeal of Bunker Hill.  

Vacancy tracks unemployment declines but at slower pace 
As the Los Angeles economy distances itself from the recession and 
employment gains are made, the county’s unemployment rate inches further into 
single digits. Additionally, the office vacancy rate for the metro area has also 
inched down. However, the pace of these consecutive declines appear to be at 
different rates of speed. While jobs are returning to the market, many employers 
have utilized work place efficiencies, and although they are adding headcount, in 
some cases office expansions are not necessarily following close behind.  

Creative markets account for much of the construction pipeline 
The Mid-Wilshire office submarket leads the charge in new office construction. 
Approximately 1.1 million square feet of creative office product is currently under 
construction in the Hollywood micro market of Mid-Wilshire, which consists of 
four projects: Columbia Square, ICON at Sunset Bronson Studios, 959 Seward 
and 1601 N Vine Street. The Westside also has a significant amount of product 
currently under construction consisting of the remaining two buildings at the 
Collective in Playa Vista, as well as the almost completed Element LA project. 
The Westside also added three new buildings of the Collective at Playa Vista to 
the inventory this quarter. These buildings will serve as the new home to Yahoo! 
and add 131,000 square feet of deliveries this quarter.  

Relocations within downtown bring big names to Bunker Hill 

Source: JLL Research 

Unemployment and vacancy inch down in unison  

Source: Thomson Reuters, JLL Research 

Creative office markets lead the way in construction 

Source: JLL Research 
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Bottom of the market being raised: Sales and rents moving up 
On the investment sales front, this quarter’s trade of the CBD’s Class B 800 
Brickell set a CBD record price at nearly $534.00 per square foot – the highest 
achieved among competitive Trophy, Class A and Class B institutional office 
product since 2010. Earlier in the year, the second-highest sale was recorded at 
$485.00 per square foot, also a Class B building. Correspondingly, CBD Class B 
asking rents rose by over $4.00 per square foot or 16.0 percent during the same 
period. Within the suburbs, pricing for Class B product grew by 9.4 percent over 
the past five years. The suburbs dominated absorption year-to-date. The majority 
of new and expansion activity, however, occurred in Class A buildings. 

Coming to terms with pricing: Early renewal activity abounds 
Tenants are looking to lock in today’s rates following increased pricing and on-
going reduction of rental rate abatement. As building occupancies increase, 
premium spaces are drawing premium terms. Despite this year’s earlier 
statistical pause in leasing activity, most landlords report consistent, and among 
some sectors, robust activity. First quarter deals were small in nature but the 
middle of the year will have larger lease transactions. Most notably: Citibank’s 
125,000-square-foot renewal at Miami Center in Downtown. The suburbs will 
also see some more executed deals in the healthcare, real estate and 
media/entertainment sectors. 

Another wave of pricing hikes in Miami's waterfront CBD 
CBD landlords continue to show enthusiasm on the pricing front with quoted 
rates being increased on a regular basis. This is occurring in most segments: 
Trophy, Class A and, within the Brickell submarket, competitive Class B assets. 
Nearly two-thirds of the existing competitive Trophy and Class A Skyline 
buildings now have select prime spaces quoted at or above $50.00 per square 
foot, a noted increase from five years ago when the average at each of these 
assets fell below the $40.00 per square foot mark. With a rising tide lifting all 
rents, the spread between Trophy and Class A pricing on average is narrowing 
with this quarter among the lowest difference since 2010 at $8.91 per square foot 
compared to the current $5.73 per square foot difference.  

Vacancy down by -18.0% CL A and -13.0% CL B, 2010-2015 

Source: JLL Research 

Both CBD and Suburbs post declines - largest in CL A 

Source: JLL Research 

CBD: Spread between Trophy and CL A pricing is narrowing 

Source: JLL Research 

A rising tide lifts all boats: Progress for both classes of space 
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Total jobs vs. unemployment rate 

Source: Bureau of Labor Statistics, JLL Research 

Office construction pipeline 

Source: JLL Research 

Planned office development in Walker’s Point 

Source: JLL Research 

Local unemployment at lowest levels since 2008 
Milwaukee’s unemployment rate decreased 90 basis points in the most recent 
data from the BLS and now stands at 4.7 percent, the first time since 2008 that 
local unemployment has dipped below 5.0 percent. Year-over-year job growth 
was 1.7 percent and employment in the professional and business services 
sector is currently at an all-time high. This is having an effect on the local office 
market as multiple companies announced expansion plans during the second 
quarter; Northwestern Mutual in the CBD, and Zywave Inc. and Concurrency Inc. 
in the suburbs. In addition, Phoenix Investors is in negotiations to purchase a 
downtown office building to accommodate growth. 

Office development likely for both the suburbs and CBD 
New office development projects are being planned for both the CBD and 
suburbs. Irgens Development Partners, which is currently building the 358,000-
square-foot 833 E Michigan in Downtown East, is planning a 155,000-square-
foot office building in the Milwaukee County Research Park in Wauwatosa. 
Zywave will expand its presence in the office park and take 63,500 square feet at 
the new property. In addition, three projects totaling 177,000 square feet are 
planned in the Walker’s Point neighborhood, and Johnson Controls is 
considering multiple sites in the Milwaukee area for a build-to-suit, including a 
2.7 acre parcel near downtown Milwaukee’s lakefront. 

Global Water Center spurring new development in Walker’s Point district 
The success of Milwaukee’s Global Water Center is spurring new development 
in the Walker’s Point neighborhood, southwest of Milwaukee’s downtown core. 
This includes retail, multi-family, and now additional office. The original 98,000-
square-foot Global Water Center is nearly fully leased and a second, 45,000-
square-foot office building, is being planned via redevelopment. In addition, 
General Capital Group LLC is planning to begin construction on the 80,000-
square-foot Water Tech One later this year and Klein Development is planning to 
begin construction by this September on a 52,000-square-foot building for Zurn 
Industries LLC. Zurn, which is owned by Global Water Center tenant Rexnord 
Corp., plans to relocate from Erie, Pa in late 2016. 

New construction projects on the horizon 
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Construction pipeline (leasable properties) 

Source: JLL Research 

Q2 2015 leasing activity by submarket (leases 15k sf+) 

Source: JLL Research 

Q2 2015 investment sales by building class 

Source: JLL Research 

New space options for Twin Cities office tenants 
New office space has come online in the Twin Cities and more is on the way. 
Two new options for tenants were delivered during the second quarter. This 
includes the completed renovation of the 166,000-square-foot Highlight Center in 
Northeast Minneapolis; more than 115,000 square feet remain available. Also 
delivered was 69,899 square feet of office space at the newly renovated Mayo 
Clinic Square, a high profile mixed-use redevelopment in the Minneapolis CBD. 
Both projects are experiencing strong interest from potential occupiers. In 
addition, Hines is beginning construction on the speculative T3 project in the 
North Loop neighborhood, and construction continues on the Offices @ MOA as 
well as multiple build-to-suit projects.  

Major employers make long-term commitments to St. Paul CBD 
The St. Paul CBD, typically a less active submarket, experienced a particularly 
strong quarter. From a leasing perspective, the St. Paul CBD saw more than 46 
percent of Twin Cities leasing volume, including Green Tree Servicing’s lease for 
141,000 square feet at 180 5th St E. The financial services company will relocate 
800 employees to the Class B building from two locations in the St. Paul CBD. 
Leasing activity in the St. Paul CBD is not the entire story however. Strong multi-
family development continues and Ecolab has agreed to purchase Traveler Cos.’ 
north tower at 385 Washington, confirmation that the Fortune 500 company will 
remain a key employer in the St. Paul CBD moving forward. 

Class B assets dominate Q2 office investment sales  
Class B assets accounted for 100 percent of the $288.1 million of investment 
sales volume during the second quarter. Sales activity was evenly balanced 
geographically; urban sales volume accounted for 48.5 percent of the total and 
suburban sales volume accounted for 51.5 percent. Three urban properties that 
sold during the second quarter will be converted to alternative uses, ultimately 
reducing the Twin Cities Class B office inventory by more than 530,000 square 
feet. The Plymouth Building (259K sf) and Thresher Square (117K sf), both 
located in the Minneapolis CBD, will be converted to hotels. The former Pioneer 
Press HQ (162K sf) in the St. Paul CBD is being converted to multi-family. 

New office space comes online; more in the pipeline 
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Office leasing activity by sector - Q2 2015 

Source: JLL Research 

Submarkets with largest Class A net absorption - Q2 2015 

Source: JLL Research 

Office under construction (s.f.) 

Source: JLL Research 

Verizon sale/leaseback drives information/technology sector activity 
While banking and financial services firms were responsible for a large portion of 
the leasing activity seen in early 2015, the information and technology sector 
garnered the spotlight three months later as Verizon sold its 1.4 million-square-
foot operations complex in Basking Ridge to Mesirow Realty for $650.3 million. 
The telecommunications provider subsequently leased back the entire facility for 
a 20-year term. With nearly 1.2 million square feet of potential tenant 
requirements, the information and technology sector is expected to remain 
among the most active segments in the Northern and Central New Jersey  
office market. 

Waterfront is center stage for most of state’s Class A net absorption 
The state’s use of economic incentives to attract corporate investments 
continued to pay dividends for the Hudson Waterfront, which had maintained the 
lowest Class A vacancy rate in the state since early 2014. More than 90.0 
percent of the 245,200 square feet of Class A space absorbed in the office 
market during the second quarter was attributed to demand in the Waterfront. 
Among the latest transactions completed in this submarket was New York Life 
Insurance Company’s leasing of 114,000 square feet at 30 Hudson Street in 
Jersey City. New York Life was awarded $33.9 million in incentives to move 325 
jobs from Parsippany, while also creating 300 new jobs. 

Speculative construction will remain on the drawing boards 
With the Northern and Central New Jersey overall office vacancy rate hovering 
near 25.0 percent since 2011, the speculative construction pipeline has 
remained relatively empty in response to the current market conditions. More 
than 90.0 percent of the new construction underway in mid-2015 involved build-
to-suit endeavors. The latest project to break ground was a 185,000-square-foot  
building in Whippany that will house the new global headquarters for MetLife 
Investments upon its completion in mid-2016. MetLife will be relocating its 
operations from 10 Park Avenue in Morristown. Meanwhile, construction 
continues on a new 130,000-square-foot  facility for NRG Energy in Princeton.  

Build-to-suits drive new construction 
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Large transactions drop in Midtown South and Downtown 

Source: JLL Research 

New York City’s employment at all-time high 

Source: BLS, Moody’s, JLL Research 

Downtown Class B asking rents at new record high 

Source: JLL Research 

Large-block transactions down for the year; Midtown South & Downtown 
off significantly 
Large block transactions, those totaling 100,000 square feet and larger, are 
down one-third year-to-date. While Midtown activity has been on par with last 
year, both Midtown South and Downtown have seen fewer large transactions. In 
Midtown South, a current lack of large-block availabilities has stymied some 
activity, while several high-profile leases Downtown are pending. Most notably, 
Twentieth Century Fox/News Corp. signed a letter of intent to relocate from 1211 
Avenue of the Americas to anchor the proposed 2 World Trade Center for as 
much as 1.4 million square feet.  

Office-using and total employment hit new records 
New York City’s office-using employment reached a historical high of 1,316,550 
payrolls in the spring. Job growth in the city’s flourishing creative economy, 
particularly high-tech, has been behind much of the gains. Recent upticks in the 
financial services sector have also enhanced the office-using job count. In line 
with record office-using employment, NYC’s workforce continued on an upward 
trajectory, reaching a new high of 4,186,200 payrolls. Employment growth is 
expected to persist in the near-term as the local economy remains strong and 
NYC continues to attract a highly-educated labor force.  

Driven by high demand, Downtown Class B pricing at new historical high 
The Downtown Class B sector has witnessed a resurgence in pricing in recent 
quarters, increasing 20.5 percent year-over-year and 36.4 percent since the 
recessionary low three years prior. Though some of this increase was 
attributable to the reclassification of all pre-war buildings to Class B at the 
beginning of the year, asking rents have increased a significant 5.5 percent year-
to-date. Substantial leasing velocity in the 10,000 to 25,000-square-foot range 
from 2014 through Q2 2015 (41.4 percent gross) has helped push rents higher, 
particularly by relocating education (25.1 percent) and business services (9.7 
percent) companies that have moved from Midtown and Midtown South. 

Leasing activity declines amidst record employment 
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Buildings removed from inventory in the past year 

Source: JLL Research 

60.0 percent of 20,000 s.f. deals signed along the Silver Line 

Source: JLL Research 

Majority of leases stable or growing for third straight quarter 

Source: JLL Research 

Shrinking inventory drops vacancy 
Total vacancy fell 0.6 percent this quarter due to the over half a million square 
feet of positive net absorption as well as the removal of three vacant buildings 
from inventory. While there is still 29.0 million square feet of vacant space in 
Northern Virginia, much of it is obsolete and could be better suited for other 
uses. BASIS Independent Schools bought 8000 Jones Branch Drive in Tysons, 
which was recently vacated by Freddie Mac. They will convert the building into a 
private school. The German grocery store Lidl bought 3500 S Clark Drive, which 
had been vacant since delivering in 2010. Lidl will occupy the entire building. 
1893 Preston White Drive was converted into a data center.  

Activity centered along Silver Line Corridor 
The majority of leasing and construction activity continues to be in the 
submarkets the Silver Line travels through. Nine of the 10 largest deals signed 
this quarter happened in the RB Corridor, Tysons and the Toll Road. The tenant 
base is diversifying as well, with government contractors only responsible for two 
of the top 10 deals. Capital One once again expanded its footprint in Tysons and 
took 135,996 square feet at 1750 Tysons Boulevard. Of the five office buildings 
under construction in Northern Virginia, two are in Tysons and one is in Rosslyn. 
  

Tenant confidence rising 
Small and midsize tenants are beginning to increase their footprints following 
years of consolidation. Three of the largest move-ins of the quarter involved 
tenants doubling their occupancy: Alarm.com, Politico and Carahsoft. Only two of 
the largest 20 deals of the second quarter involved tenants shrinking, while six 
were signed by growing tenants. There has also been a sharp increase in 
demand for co-working spaces and spec suites. Uber Offices signed two 40,000-
square-foot deals. Regus moved into two new offices this quarter as well. 
However, government contractor activity remains limited due to decreased 
federal procurement spending.  

Market posts strongest net absorption since 2010 
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Oakland-CBD historical Class B rents (p.s.f) 

Source: JLL Research 

Tenant demand targeting Oakland Suburbs (total s.f.) 

Source: JLL Research 

Investor confidence in tech cluster ($ in mil) 

 
Source: JLL Research, PwCMoneytree 

Class B plays bigger role moving forward 
Class B space is beginning to gain favor among tenants, especially as more 
creative and tech companies tour the Oakland market. Additionally, recent 
workplace trends indicate that creative tenants are favoring historical Class B 
buildings over Trophy/Class A assets, generating a higher demand for second-
tier options. As a result, rents in this segment have increased by 21.6 percent in 
the last 12 months, compared with just 12.2 percent for Class A. Robust leasing 
activity for both Class A and B space have created more competition, especially 
for small-to-mid-size users. Rental rates continue to climb as overall vacancies 
fell to single digits this quarter, down to 9.4 percent, the lowest since 2007.  

Oakland Suburbs poised for more tenant activity 
As the Oakland-CBD continues to tighten, tenant activity has begun to increase 
in neighboring submarkets such as Emeryville and Alameda. We are currently 
tracking over 2.4 million square feet of tenant demand for space in the Oakland 
suburbs, especially in the bio-tech and life science sectors. These second-tier 
submarkets are becoming viable contenders to downtown Oakland, satisfying 
the demand for larger space for startups to grow as well as allowing seasoned 
companies to expand their footprint.  

Booming economy fueling demand 
More companies are considering Oakland as a viable market for growth due to a 
skilled labor pool and greater affordability. Additionally, investors have been 
more engaged in Oakland’s tech cluster as high-tech VC funding nearly doubled 
in Q1. This translates into a heightened confidence in tech, bio, and life science 
startups. As a result, job growth should continue to flourish as startups wade 
through the labor pool for talent. As the east-bound migration continues, Oakland 
will continue to see economic growth across all business sectors, translating into 
swelling demand for office space. Oakland could see speculative construction in 
the next 12-18 months if demand continues at this pace and economic conditions 
remain steady.  

2,257 

$1.84 $1.91 $1.94 $1.99 $1.96 $1.95 $1.91 $2.00 
$2.27 

$2.76 

$1.00

$1.50

$2.00

$2.50

$3.00

2006 2007 2008 2009 2010 2011 2012 2013 2014 YTD
2015

12,484,874 
Total inventory (s.f.) 

84,068 
Q2 2015 net absorption (s.f.) 

$3.11 
Direct average asking rent (p.s.f) 

0 
Total under construction (s.f.) 

13.2% 
Total vacancy 

269,074 
YTD net absorption (s.f.) 

5.4% 
12-month rent growth 

0.0%  
Total preleased 

624,500 

718,500 

908,400 

145,000 
Alameda-S Alameda-N

Emeryville Berkeley

Landlords maintain confidence in Oakland 

$67.40 
$0.00 $18.80 $22.10 

$127.50 
$193.50 

$93.00 
$60.50 

$119.38 

$0

$100

$200

$300

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
2013 2014 2015 

- Katherine Billingsley 
 Research Analyst,  

 Oakland - East Bay 



Orange County 

46 

- Dillon Knight 
Research Analyst,  

Southwest 

JLL | United States | Office Outlook | Q2 2015 

Class B rental rate appreciation year-over-year 

Source: JLL Research 

Expected office deliveries (SF) 

Source: Thomson Reuters, JLL Research 

Class A Vacancy 

Source: JLL Research 

Strong fundamentals are bringing on big changes 
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Rental growth spreading to modern Class B product 
As a result of the flight to quality trend that drove much of the leasing activity 
throughout the post-recession recovery period, Class A rental rates have been on 
the rise for much of the past year. As soon as occupancy levels reached a 
sufficient level for landlords, rental rates began to climb seemingly overnight, 
largely driven by the Irvine Company portfolio. In addition to the climbing rates in 
Class A buildings, more firms are seeking space that could provide a better 
sense of culture as opposed to just cache. This is a trend that is rooted in the 
technology industry, but has spread to every major industry sector. As a result, 
South County and Airport Area have been strong drivers for Class B rent 
appreciation with their inventories of modern Class B campus product that lends 
well to this occupier demand. 

Lack of options and strong demand are fueling murmurs of development 
The prolonged recovery effort that the Orange County market has endured since 
2009 has finally sparked discussions among developers around the market, and 
not just from Irvine Company. Prior to the 520 Newport Center tower, which was 
delivered by Irvine Company last year, there had been a six-year drought of 
speculative office construction in the market due to the high amounts of vacancy 
and an overabundance of new product that resulted from the economic downturn. 
Today, there is stiff competition among users for what quality spaces are 
available today and it has resulted in serious discussions of new development 
projects kicking off in the coming months. 

Heightened M&A activity is impacting OC’s tenant landscape 
In this phase of the economic cycle, it is not uncommon to see an increase in 
merger & acquisition activity, as we are certainly seeing today. Many Orange 
County firms have either been named in such rumors, or have already been 
involved in some sort of acquisition, such as Broadcom which was announced to 
have been acquired by Singapore-based Avago Technologies in May. How this 
and other large acquisitions of recent months will affect the office market remains 
to be seen, but M&A activity is certainly an aspect to keep an eye on as rumors 
continue to swirl around firms with a large presence in OC. 
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Class A accounts for nearly all absorption gains since 2012 

Source: JLL Research 

Large Class A blocks concentrated in Southwest Orlando 

Source: Thomson Reuters, JLL Research 

2009 was the last year to see substantial office development 

Source: JLL Research 

Flight to quality continues helping Class A rents improve 
Through mid-year 2015, the Orlando office market has absorbed nearly 343,000 
square feet of space market-wide, or 1.2 percent of total stock. Further, of this, 
84.3 percent has occurred in Class A assets. While much of this absorption was 
a result of Red Lobster moving into over 91,000 square feet downtown in the first 
quarter, smaller tenants have helped push vacancy in Class A product down to 
14.5 percent, the lowest its been since 2008 and a 330 basis point decline year-
over-year. As occupancy trends upward, landlords have reacted by increasing 
rents to nearly $24.50 per square foot (full service), a 4.4 percent increase from 
this time last year. 

Large blocks are dwindling, leaving tenants with limited options 
Touring tenants are finding limited options on the market for large blocks, as the 
number of large blocks (those over 70,000 square feet) continues to shrink. Most 
recently, Synchrony Financial, General Electric’s credit card division, leased 
102,000 square feet in Maitland at 365 Keller Road. This represented the largest 
new-to-market deal of the quarter. With only 11 blocks over 70,000 square feet 
on the market (only three of those are in Class A assets), and 13 tenants touring 
with requirements exceeding that size, many companies are investigating build-
to-suit options. 

Talks of new development on the horizon, including speculative projects 
Alongside a tightening market, new development is once again becoming the 
topic of discussion, and tenants may be considering build-to-suit options similar 
to what Verizon did last year. However, more telling is the willingness of 
developers to build speculative properties, such as the Tavistock Group’s 80,000 
square foot project in Lake Nona, which is approximately 50.0 percent preleased 
now, but broke ground with no leasing in place. Additionally, the second building 
in the Kirkman Point Office Park is scheduled to break ground with no leasing in 
place. These projects will be the first speculative developments to come online 
since the 76,000 square foot building at 12802 Science Drive came online in 
January of 2014. In addition, there are discussions of new construction 
downtown, such as the CNL Center III and Capital Plaza III. 

Orlando on pace for lowest vacancy in seven years 
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Total vacancy rates by submarket  

Source: JLL Research 

100% speculative office buildings under construction 

Source: JLL Research 

Available large blocks (including those under construction) 

Source: JLL Research 

Rent growth slow but steady as vacancy remains low…for now 
CBD rents are up from last quarter (0.4 percent) and down imperceptibly from 
last year (-0.1 percent), but there are bright spots: Class A rents in University 
City increased by nearly 3.0 percent as vacancy remains below 2 percent west of 
the Schuylkill. Class A rents in Market East climbed 4.1 percent this quarter, 
driven in part by high-quality renovations of B product into desirable creative 
space. Overall, the traditional office core of Market East and Market West has 
seen compound annualized growth of 2.2 percent since 2010. Increasingly, 
absorption fueling this growth comes from out-of-market tenants, which account 
for approximately a quarter of year-to-date leasing activity. Starting in mid-2016, 
lease expirations and new deliveries will expand tenant options.  

New speculative product for the first time in recent memory 
Responding to growing demand for unique and creative space, as well as 
increasingly regular expansions and relocations of small companies to the CBD, 
speculative office construction is increasingly viable and visible around town. In 
addition to 34 S. 11th Street in Market East, Q2 ends with the groundbreaking of 
1200 Intrepid, a landmark building that will frame the Navy Yard’s new Central 
Green park. Predevelopment activities are also ongoing for 2400 Market in the 
Market West submarket. This is an unprecedented amount and variety of 
speculative office development for Center City Philadelphia.  

Small deals and creative spaces continue to define the market  
Large blocks remain scarce across the inventory, and Independence Blue Cross 
removed one of them when it signed for 112,000 square feet at 1900 Market, a 
deal that will bring hundreds of suburban jobs to the CBD. The quarter was 
otherwise defined by small deals, with creative space continuing to command a 
premium and attracting high-profile tenants. A trio of tech startups expanded into 
the Biddle building after a high-end fit out of the 8th floor, and NYC coworking 
company WeWork opted to eschew the traditional CBD altogether to take 30,000 
square feet at 1010 N. Hancock at the Piazza in Northern Liberties. The CBD’s 
ample stock of unrefreshed space, including many of its large blocks, may 
struggle to attract tenants as the pipeline expands and creative space leads.  
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Strong fundamentals yielding speculative projects 
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Purchase price of 145 King of Prussia Road 

Source: JLL Research 

Y-o-Y overall asking rental rate change in core submarkets 

Source: JLL Research 

Suburban banking companies actively in the market 

Source: JLL Research 

Radnor development dispute settled with sale of property to Penn Medicine 
145 King of Prussia Road, the former Centocor lab facility totaling 427,109 square 
feet on 18 acres, has been a battle ground between owner BioMed Realty Trust 
and Brandywine Realty Trust, which opposed mixed-use development plans for 
the site. BioMed waived the white flag this quarter to focus on other pursuits like 
the 4-million-square-foot Science Center development in University City, selling 
the property (at a $32 million loss) to the University of Pennsylvania Health 
System for $35 million. Currently, Penn Medicine at Radnor owns 250 King of 
Prussia Road, a 250,000-square-foot office building down the block from their new 
purchase. Penn Medicine plans to build a 220,000-square-foot building for 
themselves with the option to build and rent out other office buildings on the site.  

Net absorption negative this quarter but still ahead of 2014 
Statistically, it was not a great quarter for the Pennsylvania suburbs: 11 out of 14 
submarkets experienced negative net absorption, for a grand total of -154,592 
square feet. Despite these results, the PA Suburbs still have more positive 
absorption at the midway point of 2015 than in all of 2014. Over the quarter, Class 
A rents dropped slightly, but Class B landlords took notice of high rents and 
declining space among their Class A neighbors and bumped rents in 11 of 14 
submarkets, ending the quarter at $22.40 per square foot. This, however, will not 
be a long term trend: high Class B vacancy (20.1 percent) provides too much 
tenant leverage for landlords to sustain asking rental rate growth. 

Don’t be alarmed by Malvern’s negative absorption for the quarter 
It can be alarming to read that a core submarket like Malvern / Exton experienced 
-133,790 square feet of absorption this quarter, but things are not as they seem 
when examining the details. Over the past year, Vanguard has been moving 
employees from several locations to their recently built office at 425 Old Morehall 
Road. Vanguard’s lease at 40 Liberty Boulevard concluded this quarter, but the 
space was not on the market for very long as Siemen’s Healthcare leased the 
entire 126,000-square-foot building for the short term. Siemen’s will be relocating 
employees from Blue Bell, along with employees who sit at a nearby location 
within Malvern, to the new space.  

Despite slow quarter, ’burbs still ahead of last year 
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Vacant square feet delivered vs. overall net absorption (s.f.) 

Source: JLL Research 

Loop 101 Corridor vacancy rates (north to south) 

Source: JLL Research 

Available blocks of Class A space in the Tempe submarket  

Source: JLL Research 

Developers easing pressure on popular submarkets 
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Speculative developments reducing impact of positive absorption gains 
At least 13 development companies are capitalizing on the strong demand and 
limited supply of high-quality space in the Southeast Valley, delivering 557,957 
square feet of new product in the first half of 2015. While the remainder of the 
properties currently under construction are 74.5 percent pre-leased, the 
properties that have been delivered year-to-date have been mostly speculative, 
adding over 448,000 square feet of vacant space to the market. These 
speculative deliveries have kept pace with the 498,123 square feet of year-to-
date net absorption, resulting in a stagnant vacancy rate of 22.3 percent in both 
the first and second quarter of 2015.  

Strong activity along the eastern Loop 101 corridor 
As the economy continues to improve, technology-focused tenants have helped 
popularize several submarkets along the Loop 101 highway in the Northeast and 
Southeast. Despite a market-wide vacancy rate of 22.3 percent, the Central 
Scottsdale, South Scottsdale, Tempe, and South Tempe/Ahwatukee submarkets 
have reached a combined vacancy rate of 13.0 percent, partly due to the 
expanding footprints of tech tenants. Neighboring submarkets have begun to 
benefit from spillover demand, as tenants turn to the Scottsdale Airpark, 44th 
Street Corridor and Airport Area submarkets for comparable space in nearby 
areas.  

Tempe reaches historically low vacancy rates 
The city of Tempe is rich with walkable amenities, features ample public 
transportation, and benefits from a young, educated workforce provided by 
Arizona State University. Tempe has emerged as one of the most in-demand 
submarkets in Phoenix, now well into its fifth consecutive year of positive 
absorption gains. Already boasting the lowest vacancy rate of any submarket, 
Tempe’s overall vacancy rate fell to 8.5 percent in the second quarter, the lowest 
since reaching 7.5 percent in 2006. Even more impressive, Class A vacancy in 
Tempe has reached 2.8 percent, the lowest since 2001. With only 65,000 square 
feet of Class A space available, new tenants will have to look toward the 2.3 
million square feet of upcoming new developments to meet their needs.  
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Office employment trends (12-month change, 000s)  

Source: JLL Research 

Skyline vacancy projections 

Source: JLL Research 

Office construction deliveries – past and projected (s.f.) 

Source: JLL Research 

Office employment declines in 1H 2015, outlook remains positive 
Office employment sectors in Pittsburgh contracted over the last year, recording 
an annualized loss of 1,800 jobs across the metro. Total nonfarm employment 
growth also waned, recording an annualized net gain of just 1.7 percent and 
falling below the U.S. average. While the metro may be experiencing some 
short-term fluctuations in employment levels, the long-term prospects for 
Pittsburgh remain among the brightest in the Great Lakes region based on the 
metro’s diverse economic base and in particular, its burgeoning robotics and 
technology industry cluster. As evidence, Apple, Google and Uber all recently 
announced expansions within the region totaling hundreds of jobs. 

Skyline vacancy to increase, leverage to shift 
Pittsburgh’s Skyline recorded one of the lowest vacancy rates in the U.S. over 
the last four years as vacancy hovered around 5.0 percent. Landlords firmly 
controlled leverage, increasing rents and tightening concessions. Market 
conditions are projected to shift though, as construction and planned 
consolidations will likely push vacancy above 10.0 percent by mid-2018. The 
majority of this disruption will occur in Class A assets such as 525 William Penn 
Place and U.S. Steel Tower, while trophy product will remain near fully leased. 
As Skyline vacancy returns to a normalized level, tenants will find more options, 
and more leverage, when they next enter the market with a space requirement. 

Office construction continues at a strong clip, demand keeps pace 
Office construction in Pittsburgh has continued on at robust levels over the last 
four years. Tenant demand has held steady with supply gains and as a result, 
vacancy continues to hover in the mid-teens. Currently 1.8 million square feet of 
office product is under construction with another 700,000 square feet scheduled 
to break ground in the next year. The latest project to be announced was by 
Carnegie Mellon, which is pursuing a 425,000-square-foot mixed-use 
development adjacent to its campus in the Oakland/East End submarket where 
office vacancy sits at a mere 3.6 percent. The project has received significant 
interest from tenants and developers given its prime location and visibility.  

Construction, leasing fueling a dynamic landscape 
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CBD Class A vs Metro Class A asking rents 

Source: JLL Research 

Close In Eastside office market vitals 

Source: JLL Research 

CBD construction and vacancy forecast 

Source: JLL Research 
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Across the board rental rate increases likely to persist 
Average asking rental rates for Class A office space in the CBD have pushed up 
to $30.03 per square foot, a 2.6 percent increase year-over-year, and a new 
high-water mark for the Portland metro area. CBD Class A rents are now 14.9 
percent higher than their previous peak and 17.4 percent up from this cycle’s 
trough of $25.59. While metro area Class A rents are also rising, they have 
trailed Class A rent in the CBD by 12.0 percent since the recovery, and this trend 
is continuing. Rental rate increases are not restricted to Class A product; the 
Portland market is seeing rents rising in all classes of space and in most 
submarkets. Of note this quarter has been the rapid rise of asking rents for new 
construction, with rates being adjusted as new leases are announced.  

Portland’s own Meatpacking District 
Much like New York City’s Meatpacking District of the late 1990’s, the Close In 
Eastside is undergoing a significant transformation, but with a nod to its industrial 
roots. Cranes dot the skyline as redevelopment is underway adding housing, 
hotels, and new office space throughout the area. A favorite of creative and 
industrial office users, vacancy in the submarket is among the lowest in the 
metro area, now sitting at just 5.0 percent, while rents in the area have jumped 
by over 30 percent over the last 12 months. Product in the area does not fit into 
traditional classifications, as it is primarily redevelopment, so overall asking rents 
which are a truer measure of market movement, now stand at $28.47. 

CBD construction surges 
Over 700,000 square feet of new product is anticipated to come to market in 
2016, with 70 percent currently pre-leased. The market has been buzzing with 
development and pre-development activity as area owners respond to growing 
demand in the Central City. This has put an additional one million square feet of 
potential new office space in the pipeline through 2018. Our analysis of these 
proposed projects shows that demand is expected to keep vacancy below 8.7 
percent even if projects that have a high or medium probability of completion 
deliver to the market.  

Developers shift into high gear 
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Strong activity in Raleigh’s Midtown district 

Source: JLL Research 

2015 is the year for new office deliveries 

Source: JLL Research 

Class A rental rate appreciation year-over-year 

Source: JLL Research 

Allscripts commits to taking new space in North Hills 
Allscripts announced that they would move forward with their plans to 
consolidate operations into 250,000 square feet in a new, 12-story office tower 
planned in North Hills. With more efficient floor plates in the new building, 
Allscripts will downsize their overall office footprint. North Hills, known as 
Raleigh’s Midtown market, offers amenities and easy access to the 440 beltline. 
Midtown has multiple mixed-use projects currently under construction including 
Tower II, the nearly 300,000-square-foot office building due in early 2016. With 
these two new office towers in the pipeline, the landscape of this suburban 
submarket is set to change in the next few years. 

CBD adding significant supply of new office space 
This quarter, four office buildings, including the MetLife towers completed 
construction bringing in one million square feet of new inventory to the market. 
Of the nearly 1.1 million square feet delivered this year, 77.0 percent was pre-
leased, signaling the strong demand for new office space. In Downtown Raleigh, 
taking cues from Charter Square, The Edison office building will likely kick off its 
new project later this year. With all the new construction, multiple single-floors 
availabilities have entered the market. Tenants now have the option to choose 
between new and existing older office space. 

New construction and competitive leasing pushes rents higher 
While leasing activity for large blocks slowed down this quarter, small and mid-
size users continued to carve away at vacancy. There was an uptick in tenants 
actively touring the market in need of new office space. North Carolina’s State 
Property Office is seeking 400,000 square feet of temporary office space while 
their buildings undergo renovations. New construction and stable leasing activity 
for over 24 months has pushed year-over-year rental rates up by 2.0 percent. 
Occupiers are forced to renew their existing leases at inflated rates or consider 
relocating to lower quality second-tier assets. We expect continued upward 
pressure on asking rental rates for the rest of 2015. 

Office buildings filling up, more added to the pipeline 
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CBD office construction and future vacancy  

Source: JLL Research 

Q2 2015 total leasing volume by transaction type 

Source: JLL Research 

Prelease requirements for suburban office developments 

Source: JLL Research 

New construction in the CBD may disrupt Class B over the next 36 months 
The delivery of Gateway Plaza next quarter will place significant pressure on 
landlords in the Class A market downtown, but Dominion Resources' 
announcement to construct a new signature Trophy tower raises questions about 
plans for their current owner-occupied, Class B, 1970s-era headquarters. With a 
major financial services firm possibly consolidating and expanding operations to 
the suburbs in 2017 and vacating a Class B asset in the CBD, the timing of both 
events could adversely affect improving Class B fundamentals and keep tenant-
favorable conditions in the CBD over the next two to three years.  

Tenants choose to relocate within market when expanding 
Tightening vacancy in the suburbs, especially in the Northwest Quadrant, has 
pushed rents higher and consumed most of the vacant space available for in-
building expansions. Growing firms have taken advantage of the last remaining 
blocks of space in neighboring buildings or new submarkets, even the CBD. With 
top-tier Class A asking rents in the Innsbrook submarket approaching the older 
Class A rates in the CBD, some firms have made the transition, despite the 
additional cost of parking, to be in an amenity-rich submarket. With construction 
just starting to appear in the suburbs, migration outside the core suburban office 
parks will continue into 2015.  

Limited suburban construction despite record low vacancy rates. 
Speculative development is still nonexistent, but some developers in core 
suburban submarkets have lowered prelease requirements from 50.0 percent to 
26.0 percent in the past year. Total suburban vacancy averaged 14.8 percent 
between 2006 and 2008 and produced 371,310 square feet of new office 
product, yet 74,865 square feet has been delivered between 2013 and 2015 with 
an average vacancy rate of 13.3 percent.  

Tenants relocate within market for expansion needs 
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YTD net absorption by submarket 

Source: JLL Research 

CBD Class A and B asking rents 

Source: JLL Research 

City of Sacramento downtown housing initiative  

Source: JLL Research, City of Sacramento 

Most suburban submarkets charge forward despite education closures 
Office market fundamentals continue to improve and all but two submarkets 
posted positive demand heading into the second half of 2015. Occupancy gains 
are incrementally climbing with a number of state agencies, engineering and 
architectural firms and insurance groups expanding their workforces and footprint. 
However, following a federal crackdown and state regulators prohibiting a selloff, 
for-profit educational institutions Heald and Anthem Colleges closures left more 
than 120,000 square feet of space vacant in suburban submarkets. With over 
75,000 square feet of education requirements in the market, this space will not 
sit vacant long.  

Landlords double down on downtown 
The forthcoming Kings’ arena, nearby redevelopment projects and anticipation of 
the rail yards development continue to impart confidence in downtown landlords, 
where the average asking rent for Class B space has risen by over 12.0 percent 
during the past 12 months and Class A property owners are now asking 4.2 
percent more on average. Concessions are also beginning to evaporate. 
Downtown tenants with expiring leases now face competition from suburban 
firms gravitating downtown. Recent transplants such as the design firm LPA Inc. 
cite the desire to be more connected with the city and closer to development 
activity as factors in their decision to relocate from Roseville. 

Downtown housing initiative to help fuel revitalization process 
Mayor Johnson recently laid out the framework for his vision to facilitate the 
development of 10,000 new housing units downtown over the next decade. 
Shortly following this announcement, Sacramento received Promise Zone 
designation from HUD, which will include benefits such as tax incentives and 
preference for competitive federal grant programs and technical assistance in 
revitalization efforts. Increasing housing densities downtown is essential to 
creating a vibrant, 24/7 urban core, where companies can attract and retain 
talented employees.  
 

YTD net absorption surpasses 2014 total 
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5-year labor force growth and current unemployment rate 

Source: JLL Research 

Average asking rent by submarket and class 

Source: JLL Research 

Total vacancy by submarket 

Source: JLL Research 

San Antonio # 3 for lowest unemployment and highest labor force growth 
San Antonio ranks third for lowest unemployment of all U.S. metropolitan areas 
with a population greater than one million, with an unemployment rate at 3.4 
percent. San Antonio falls behind Austin and Salt Lake City with unemployment 
rates at 3.0 and 3.1 percent, respectively. When we take five-year labor force 
growth into account, San Antonio ranks third at 7.6 percent, Dallas in second at 
8.4 percent and Austin in first at 13.4 percent. Demand for office space will 
continue to rise as San Antonio’s labor force grows with low unemployment.  
 

Demand forcing rental rates to rise, CBD remains at low end of spectrum 
With so much growth in San Antonio and Texas in general, demand for office 
space continues to grow and with growing demand comes higher rental rates. 
San Antonio’s rental rates have jumped 30.0 percent since 2005, only 
decreasing once in 2009. Year-over-year, San Antonio has recorded rent growth 
of 3.4 percent. The highest rental rates are concentrated north of downtown in 
suburban markets rather than downtown. San Antonio’s CBD has the lowest 
rental rate for both class A and B space, making it unique in the Texas market.  

Lowest total vacancy since 2008 
San Antonio’s total vacancy rate is now at its lowest point since 2008. The 
market now sits at 14.0 percent total vacancy in comparison to 2008 when 
vacancy was at its lowest point in a decade at 12.5 percent. When the economy 
went into recession in 2009, total vacancy rates jumped 3.0 percent to 15.7 
percent. San Antonio is almost back to its pre-recession state as economic 
conditions continue to heat up as more and more companies take notice of the 
business friendly climate in Texas.  
 

San Antonio’s high growth, low vacancy 
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Unemployment reaches lowest level in 7 years 

Source: JLL Research, CA EDD 

Class B QoQ rent growth larger than Class A 

Source: Thomson Reuters, JLL Research 

Six office projects delivering in the next two years  

Source: JLL Research 

Unemployment falls to 4.9 percent 
The San Diego economy continues to add jobs with unemployment dropping to 
its lowest level in almost seven years. Total nonfarm jobs were up 42,000, or 3.1 
percent, over the year. Professional and business services recorded the greatest 
year-over-year gain, adding 11,000 jobs. Professional, scientific, and technical 
services contributed to more than 75.0 percent of the job growth in this sector. 
This steady job growth, especially in office-using employment, points to 
continued demand for office space in the future. 

Rents continue steady ascent: 5.0 percent increase year-over-year  
Rents continued on their upward trajectory, increasing 5.0 percent year-over-
year as the supply of large blocks and high-end Class A space continued their 
decline. As Class A space becomes more scarce, Class B assets are beginning 
to benefit from the spillover demand. Rent for Class B space experienced larger 
growth quarter-over-quarter compared to Class A space, 1.2 percent versus 0.8 
percent, respectively. Class B assets with sought-after amenities and strategic 
location will benefit the most from this spillover demand.  
 
 

Over a million square feet of new office space by 2016 
One build-to-suit project and five speculative projects totaling 1,000,201 square 
feet are set to deliver by 2016. Of this total, nearly 940,000 square feet will be 
complete by the end of this year. There has been little to no speculative 
construction in the past three years. With Class A direct vacancy at its lowest 
level (10.7 percent) since 2005, the new construction will help alleviate the 
supply-constrained market.  

Rising rents and falling unemployment good news 
at mid-year 
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Dismal supply of existing large blocks 

Source: JLL Research 

Gap between Class A and B rents narrow 

Source: Thomson Reuters, JLL Research 

Development restrictions limit potential new supply 

Source: JLL Research 

Increasingly competitive market drives rent growth 
Only three contiguous blocks over 50,000 square feet are available in existing 
buildings. With more than 35 tenants in the market for space 50,000 square feet 
or larger, the supply-demand imbalance is increasing competition and pushing 
rents upward. North Financial District (NFD) has the most availabilities on the 
market, as traditional large tenants, including legal and financial firms, continue 
to consolidate, creating opportunity for tenants looking for larger blocks. 
Southern submarkets remain in high demand with the majority of large leases 
having been signed there in the last six months. The NFD could provide relief for 
tenants who wish to remain in the CBD but cannot compete with South Financial 
District prices.  

Class B and C rents rise as preferences change 
Tech tenants driving the market gravitate toward less traditional office space, 
preferring high ceilings, operable windows, and unique architectural features. As 
a result, Class B and C buildings have seen 8.9 and 12.0 percent year-over-year 
rent growth, respectively, outpacing the overall market. New developments are 
incorporating these space preferences and including open floor plans and 
creative touches in the design. These shifting preferences could create 
opportunities for other tenants to take on more traditional space that is less in 
demand. Continued upward pressure on asking rates and concessions 
compression is expected in the remainder of 2015. 

Approaching Prop M limit 
Although more than three million square feet of construction is underway, the 
majority is preleased, and new development is still constrained  by the Prop M 
development cap. Currently, there are more than 11 million square feet of 
projects filed with the Planning Department, but only 2.4 million square feet left 
for allotment. At the rate of job growth and leasing activity, supply restrictions will 
favor landlords and hurt tenants as rents continue to grow. Smaller and non-tech 
tenants are the most at risk and may start to seek space outside the city. Prop 
M’s supply limitations create a more demand-heavy competitive market that 
ultimately hurts tenants ability find affordable office space.  

San Francisco’s shifting supply and demand 
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Y-o-Y rent growth in core submarkets exceeds overall market 

Source: JLL Research 

Historical high-tech VC investment shifting north 

Source: JLL Research, PwCMoneytree 

Peninsula experiencing strong investment activity 

Source: JLL Research 

Core submarkets sees rise in tenant overspill 
Over the past 12 months the Mid-Peninsula has seen additional overspill activity 
from prime Silicon Valley submarkets and more tenants are exploring space 
options in the South County and 92 Corridor. With submarkets like Palo Alto and 
Mountain View offering few signs of rent relief, leasing activity and migration will 
continue to stay on an upward trend. Deals inked by EMC and Box reflect pent 
up demand for larger Class A blocks of space. This has prompted a flood of 
developers rushing to get their respective projects entitled and off the ground in 
time for the next wave of larger deals, especially in micro-urban areas. 
Availability will slowly decline this year as deal velocity ramps up given that there 
are several 100,000-square-foot users rumored to be in negotiations for space. 

High-tech funding shifting to the Peninsula 
Venture capitalists continue to chase high-growth startups, taking advantage of 
the robust expansion of the tech industry. Although funding volumes pale in 
comparison to San Francisco or Silicon Valley, investment in Mid-Peninsula tech 
startups have slowly risen since 2013. In contrast, over the past three quarters 
VC funding in Silicon Valley has slid. This is not necessarily indicative of a 
slowdown, but it reflects the growing number of seed to early-stage companies 
who have relocated or expanded in the Mid-Peninsula, like Addepar, iCracked, 
and Rovi. This is contributing to tightening market conditions and is expected to 
continue as tech hubs in the South County continue to grow and thrive.  

Investors remain focused on Class A, prime assets 
It has been a record year for investment volume in the Mid-Peninsula, largely led 
by Hudson Pacific’s acquisition of Blackstone’s portfolio. Q2 2015 however, 
featured only two institutional investment sales. TA Realty sold two Class A 
buildings; the first was 3 Twin Dolphin in Redwood City to Rockpoint Group for 
±$465 per square foot. The second asset, 101 Lincoln in Foster City sold to 
Travelers Insurance for ±$550 per square foot. Sandwiched between two of the 
hottest technology markets in the world, San Mateo County will continue to 
benefit from tenant and investor interest throughout the rest of the 2015.  

Mid-Peninsula readying for the next wave of activity 
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Strong demand continues driving development activity 

Source: JLL Research 

Historical sales volume ($mil) 

Source: JLL Research 

Technology tenants remain the primary market driver 

Source: JLL Research 

Construction activity continues to increase, as developers remain bullish 
There are more than 7.0 million square feet of office product currently under 
construction in the Seattle metro area, placing Seattle behind only Houston, New 
York and Dallas as the primary markets driving inventory growth nationally. 
When under construction product is viewed as a percentage of existing 
inventory, Seattle is in fact the most active development market in the U.S. The 
amount of preleased space increased to 39.6 percent in the second quarter, 
however, some concerns remain about over-building. Average asking rents for 
new construction space being marketed stand at $49.68 per square foot, full 
service, representing a 55.0 percent premium over the regional average. 

Halfway through the year, sales volume has exceeded all of 2014 
Nearly $2.2 billion in office investment transactions have occurred in Puget 
Sound in the first half of 2015. This represents an increase of 23.4 percent over 
all of last year. The most active submarket for sales has been the Bellevue CBD, 
with a year-to-date volume of $789.2 million, or approximately $580 million more 
than the 2014 total. If the sale of the Columbia Center, the largest office building 
in the region, closes this year for the rumored price, it will push volume in the 
Seattle CBD over a billion dollars. With several premier properties currently on 
the market, including Vulcan’s 2201 Westlake office and retail tower, sales in the 
region should exceed $3 billion this year.  

Technology companies and workers are flocking to Seattle 
Tech juggernauts such as Oracle, Twitter and Facebook continue to aggressively 
grow their local headcount. This influx of jobs has been great for the local 
economy, as evidenced by the current 4.1 percent unemployment rate in the 
Seattle-Bellevue-Tacoma MSA. University of Washington recently announced 
that it’s launching a graduate school program jointly with China’s Tsinghua 
University. The Global Innovation Exchange, or GIX, program will aim to attract 
top technical talent and research dollars to bolster the region’s already strong 
tech workforce. Microsoft has committed $40 million to the program which will be 
based in Bellevue. 

Seattle office market is #trending 
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Overall Class A vacancy trend indicates flight to quality 

Source: JLL Research 

Historical office development near dot.com levels 

Source: JLL Research 

Bay Area continues to attract venture capital investment 

Source: JLL Research 

Tenants still chasing newer generation space 
Market conditions in Silicon Valley are expected to maintain current velocity, 
causing a decline in Class A availabilities. The ongoing expansion of the tech 
sector is largely responsible for the flight-to-quality effect as the millennial 
workforce is viewing office space as a way to foster collaboration and recruit 
fresh talent. With prime submarkets lacking the available supply to satisfy 
requirements greater than 20,000 square feet, more tenants are expected to 
begin landing deals in North San Jose where there are a number of high-image 
space options with future expansion potential. Leasing activity will push down 
vacancy over the next 12 months, especially in areas in San Jose like renovation 
row, 237 corridor, and North 1st Street corridor. 

Developers ramping up for the next wave of leasing activity 
Construction volume in the Valley is reaching dot.com levels, spurred by the 
growing number of tenants in need of growth space. In response to pre-leasing 
activity, many developers are breaking ground on projects that were tabled 
during the 2008 recession. Most of the development that has yet to pre-lease has 
had significant tenant interest and touring activity for requirements greater than 
100,000 square feet has been enough to bolster developer confidence. The 
future construction pipeline will remain strong well into 2017 once tenants who 
are currently looking at campus style options begin to land.  

VC funding fueling growth; post-IPO companies look to expand 
Venture capitalists remain confident in the stability of the tech sector and are still 
placing their bets toward young companies in high-growth mode. Several 
startups are still circling the market for options, while IPO graduates like 
ServiceNow and Palo Alto Networks recently inked deals for more than 400,000 
square feet to accommodate rapid headcount growth. This trend is expected to 
continue as there are several well-funded tech tenants who are looking to double 
their footprint over the next 18 months. This will keep leasing conditions in 
Silicon Valley on an upward trajectory, however analysts are waiting to see if the 
potential looming interest rate hike will slow funding in the future.  

Demand for high-image space running at full steam 
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Office employment continues to reach new highs 

Source: JLL Research, BLS 

Northwest County vacancy dropping 

Source: Thomson Reuters, JLL Research 

Leasing activity concentrated in core suburban markets 

Source: JLL Research 

Occupancy gains continue to be steady 
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Economic expansion continues to pick up steam 
Unemployment across the region is down to 5.3 percent, its lowest level in eight 
years. In the most recent Federal Reserve Burgundy Book, 75.0 percent of hiring 
managers surveyed are actively looking to increase employment. Initial 
estimates have the economy growing significantly faster compared to previous 
years when growth was below 1.0 percent. With the start-up community keeping 
its momentum, areas such as Cortex in Midtown have become very attractive to 
tenants that want to be near other start-up and technology companies. The 
@4240 building, for example, already has 65 companies and 450 employees 
since opening last year. 

Large tenants are driving down vacancy in Northwest County 
For several years, Northwest County had been one of the worst performing St. 
Louis submarkets. Those times have changed very quickly. In 2015, total 
absorption is 310,000 square feet, more than 8.0 percent of the total inventory. 
Large leases by SunEdison (90,000 square feet), Charter (60,000 square feet), 
and Boeing (140,000 square feet) have finally wiped out losses from the 
recession. Most of the gains have been in the Earth City and Riverport area. 
Buildings in those parks offer large floor plates and high parking ratios for 
tenants looking to maximize density. 

Few Class A options in the suburbs could bring new construction 
As tenant demand exceeds supply, the likelihood of one or more suburban office 
buildings breaking ground has never been greater. Currently the market has just 
five Class A options in the suburbs with over 50,000 square feet available. The 
limited options have caused tenants to get creative in the search for space. 
Charter leased 135,000 square feet at a former Macy’s department store for a 
call center. The building is part of the redevelopment of the former Northwest 
Plaza shopping mall. Another large employer, World Wide Technology is going 
to build a new corporate headquarters in Westport Plaza near its existing 
location.  
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Net absorption vs deliveries across the market 

Source: JLL Research 

Asking rates Downtown vs Suburban 

Source: JLL Research 

Class A Total Vacancy 

Source: JLL Research 

Vacancy currently at lowest mark across the market since 2006 
Only four buildings have been delivered since 2010, one of which was 
completely pre-leased prior to construction. As the local economy continues to 
improve companies are outgrowing their current spaces forcing them to expand 
or move buildings when expansion is not an option. A number of companies 
have recently signed leases larger than their current operations, expecting to 
grow into the space by hiring more employees in the near future. Net absorption 
in the first half of 2015 has already exceeded any year since 2006. With a 
number of large groups touring, the market will continue to drive positive 
absorption into 2016.  

Suburban asking rates growing rapidly as CBD rates start to peak 
Asking rates in Downtown St. Pete and Tampa are beginning to peak, as 
landlords are asking for all-time high asking rents. Tenants are finding a lack of 
large blocks available in the downtown submarkets, pushing them into the 
suburbs. Increased activity and demand for the buildings in areas within close 
proximity to the urban cores is allowing landlords to continue to push rents and 
decrease concessions. Suburban asking rents have increased 1.7 percent since 
last quarter and 2.8 percent since this time last year. We expect urban asking 
rates to increase minimally and suburbs to continue increasing rates over the 
next couple of quarters. 

Class A Vacancy has dropped below 10 percent in four submarkets 
The market saw numerous large deals completed in 2014 with groups expanding 
or relocating to larger locations. Many of the deals that are making up high 
positive absorption numbers in 2015 have been much smaller in nature, falling 
between 2,000 and 8,000 square feet. Tampa CBD is currently experiencing 
record low vacancy, with the remaining submarkets approaching pre-recession 
levels. Typically this much activity and demand would result in developers 
breaking ground on new buildings but there are not any buildings currently under 
construction that are not fully pre-leased. Developers are waiting to lease up a 
significant portion of the their building before breaking ground. 

Lack of new deliveries driving vacancy down 
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Leasing activity on the fringe of the core continues to grow 

Source: JLL Research 

Southeast and Southwest experience uptick in activity 

Source: JLL Research 

Development pipeline in core is 48.7 percent preleased 

Source: JLL Research 

Demand for vibrant neighborhoods and unique space increases 
Elevated tenant preferences to be located in amenity-rich enclaves and live-
work-play environments have led to an increase in leasing activity on the fringe 
of the core in areas proximate to emerging residential neighborhoods that offer a 
more vibrant and unique sense of place. Growth from non-traditional segments 
of the tenant base such as technology and start-up companies, and elevated 
demand for unique office space across other industries, has driven an increase 
in demand for space in micro-markets such as Dupont Circle, Logan Circle and 
Mount Vernon Triangle. 

Emerging markets of Southeast and Southwest starting to see activity 
With limited purchase options for tenants in the core of the market, falling 
vacancy and rising rents, an increasing number of tenants have toured and made 
decisions to relocate to the emerging markets of Southeast and Southwest. 
During the second quarter, National Association of Broadcasters announced 
plans to relocate from the CBD to Monument’s proposed development at 1 M 
Street, SE, becoming the second large media company after CBS Radio to sign 
a deal in Southeast. Similarly, Southwest is close to landing two large private 
sector groups: International Spy Museum and American Psychiatric Association. 

Ground breakings may help relieve tightening top segment of core 
1.7 million square feet of space was actively under construction in the core of the 
market as Douglas Development broke ground on 1000 F Street, NW and 
Deutsche Asset & Wealth Management started its renovation of 1800 K Street, 
NW during the second quarter. Additionally, Skanska and Tishman appeared 
poised to begin construction on 2110 Pennsylvania Avenue, NW and 2000 K 
Street, NW, respectively, over the next 12 months. The prospect of new, quality 
space delivering to the core of the market may help relieve the tightening Class 
A segment of the market in the CBD and East End, where vacancy has dropped 
130 basis points over the past 12 months to 10.6 percent. 

Desire for quality and vibrancy driving demand 
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Leasing activity by submarket 

Source: JLL Research 

Westchester business outlook 

Source: JLL Research 

Distribution of tenant requirements by submarket 

Source: JLL Research 

Coca Cola drives leasing surge in White Plains East 
The largest transaction of the quarter was Coca Cola’s relocation from 
Westchester North to 1111 and 1129 Westchester Avenue in the White Plains 
East submarket. The move totaled 361,181 square feet, the County’s largest in 
five years. White Plains East produced the most velocity this past quarter, with 
the I-287 East corridor coming in a not-so-close second place. After a strong 
start to the year, White Plains CBD saw activity taper off quite a bit with a 73.5 
percent decrease in leasing activity. However, White Plains CBD currently has 
multiple large tenants actively searching for new space that should produce a 
solid end to the year for the submarket. 

Growth mode for Westchester companies 
In a JLL conducted survey, 88.0 percent of Westchester County respondents 
reported that their company is currently in a neutral or growing state. In support 
of these findings is the fact that the unemployment rate has dropped 0.9 percent 
since the beginning of this year. The survey also noted that 76.6 percent of these 
businesses project increasing revenues in the next two fiscal years. Most 
importantly, only 3.0 percent of companies stated that they plan on leaving 
Westchester when their current lease expires. All signs point toward 
Westchester maintaining the momentum that it has built up in the first two 
quarters of 2015. 

Access to train not driving new requirements 
New requirements have been most prevalent in the I-287 East Corridor 
submarket since the beginning of 2015 . High quality space is limited, and 
functionally obsolete blocks are weighing on the overall supply. While in the past, 
the White Plains CBD/Railroad submarket has benefitted from transit hub 
activity, tenants who are currently searching for space in White Plains have not 
listed access to transportation as one of their main drivers for relocating to the 
area. The total square footage of requirements for space in the I-287 East 
Corridor have led the County for a full year now. That said, White Plains CBD 
assets with walkability to the train continue to outperform surrounding buildings. 

Leasing momentum continues in Westchester  
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 Research Manager, Florida  

 Fort Lauderdale 

Boca Raton historical vacancy 

Source: JLL Research 

Occupancy in the CBD  

Source: JLL Research 

Massive relocation could cripple the market 

Source: JLL Research 

Key indicators strengthen in Boca Raton 
Vacancy continues to fall in Boca Raton as activity picks up. Year-to-date 
absorption in the Boca Raton submarkets is already north of 144,000 square 
feet, and while space options are still plentiful, vacancy has fallen to an eight-
year low of 18.7 percent. While the market remains tenant-favorable, major 
leases in the market continue to be signed in anticipation of continued future 
tightening. In Boca North, Vertical Integration occupied 26,000 square feet in 
750 Park of Commerce Drive and in Boca East a law firm occupied 39,000 
square feet in 925 South Federal Highway.  

Continued investment in the CBD 
The much anticipated sale of the Phillips Point office towers in Downtown 
West Palm closed this quarter, fetching over $550 per square foot. AEW 
Capital purchased the properties from the pervious owner, Colonnade 
Properties, for more than 33.0 percent higher than its previously sale, which 
occurred at the height of the market in mid-2007. The recent sale comes on 
the heals of the sale of another CBD Trophy asset City Place Tower, which 
sold last year for $507 per square foot, a then-record for the market. Both 
Phillips Point towers have a combined occupancy of 93.4 percent, 910 basis 
points higher than the Class A properties in the CBD overall.  

Huge block hangs in the balance 
One of the largest tenants in the market, Office Depot, occupies 650,000 
square feet of Class A space in Boca Raton. With the recent shareholder 
approval for the merger with Staples, the likelihood of this space being 
vacated is closer to becoming a reality. Given the nature of the space, which 
was specifically built to furnish the office supply company, the three-building 
complex with likely linger on the market for an extended period of time and 
have ripple effects well beyond the Boca Raton North submarket. Though 
plans for any relocation will likely not come to fruition for at least a year, the 
situation warrants a close eye from investors, developers, and other real 
estate professionals. 
 

Both investment and leasing activity picking up.  

2,257 

60.0%

80.0%

100.0%

2009 2010 2011 2012 2013 2014 2015
CBD Class A Phillips Point East Phillips Point West

0.0%

10.0%

20.0%

30.0%

2009 2010 2011 2012 2013 2014 2015

20,500,000 
Total inventory (s.f.) 

723,000 
2014 total net absorption (s.f.) 

$29.26 
Direct average asking rent 

0 
Total under construction (s.f.) 

17.9% 
Total vacancy 

248,000 
YTD net absorption (s.f.) 

2.8% 
12-month rent growth 

0.0%  
Total preleased 

650,000 s.f. 
Of Class A space remains in the balance. 



Appendix 

67 JLL | United States | Office Outlook | Q2 2015 



68 

Market totals  
(CBD and Suburban) 

Inventory 
 (s.f.) 

Quarterly 
total net 

absorption 
(Including 

subleases) 

YTD total net 
absorption 
(Including 

subleases) 

YTD total 
net 

absorption 
(% of  

inventory) 

Direct 
vacancy 

(%) 

Total 
vacancy 

(%) 

Current 
quarter 

direct 
average 

marketed 
rent ($p.s.f.) 

Quarterly 
percent 
change 

YTD 
Completions / 

deliveries 
(s.f.) 

Under 
construction 

(s.f.) 

Under 
construction 

as % of 
inventory 

Atlanta 133,027,599 1,026,532 1,260,109 0.9% 17.8% 18.7% $21.19  0.8% 0 500,000 0.4% 
Austin 47,685,211 319,475 885,221 1.9% 11.2% 12.3% $32.56  1.1% 1,448,113 2,913,140 6.1% 
Baltimore 70,913,268 47,548 172,843 0.2% 13.2% 13.6% $22.29  -0.4% 175,170 870,288 1.2% 
Boston 163,842,216 728,565 1,205,200 0.7% 12.0% 14.1% $32.53  1.6% 334,000 4,522,701 2.8% 
Charlotte 46,968,359 143,961 229,060 0.5% 12.3% 12.7% $22.38  2.0% 0 978,309 2.1% 
Chicago 232,976,752 931,997 1,085,046 0.5% 15.4% 16.3% $29.59  2.1% 538,735 2,302,164 1.0% 
Cincinnati 34,380,853 -313,918 -47,008 -0.1% 18.5% 19.4% $19.16  1.5% 140,000 2,024,533 5.9% 
Cleveland 27,812,134 71,189 107,312 0.4% 19.6% 21.0% $19.03  -0.3% 0 0 0.0% 
Columbus 31,122,124 390,956 416,351 1.3% 14.0% 14.5% $17.49  0.6% 389,000 701,000 2.3% 
Dallas 159,866,162 1,024,752 2,880,550 1.8% 17.7% 18.7% $23.45  1.6% 2,288,137 8,508,652 5.3% 
Denver 106,252,119 803,461 829,801 0.8% 12.5% 13.4% $24.37  1.7% 147,938 3,120,372 2.9% 
Detroit 61,685,222 197,306 795,213 1.3% 21.6% 23.2% $18.17  0.4% 0 376,000 0.6% 
Fairfield County 47,764,858 -714,910 -819,754 -1.7% 21.3% 23.7% $31.20  -1.0% 0 0 0.0% 
Fort Lauderdale 22,489,998 41,361 107,172 0.5% 15.6% 16.1% $27.63  0.3% 40,000 143,535 0.6% 
Hampton Roads 18,684,678 33,946 47,540 0.3% 14.9% 15.2% $18.60  0.4% 50,000 0 0.0% 
Houston 158,825,372 41,220 207,185 0.1% 13.0% 15.1% $28.61  1.0% 3,529,196 11,114,260 7.0% 
Indianapolis 31,907,665 -101,330 -139,035 -0.4% 16.9% 17.2% $18.83  -0.7% 0 222,720 0.7% 
Jacksonville 20,039,075 179,747 351,505 1.8% 15.0% 15.3% $18.71  0.6% 0 0 0.0% 
Kansas City 48,392,620 434,334 660,306 1.4% 15.1% 15.3% $18.22  1.4% 0 67,500 0.1% 
Long Island 42,537,977 267,221 332,061 0.8% 14.7% 16.4% $26.39  0.0% 174,400 232,917 0.5% 
Los Angeles 187,754,164 1,043,798 887,879 0.5% 15.3% 16.1% $34.45  2.2% 453,000 1,951,171 1.0% 
Miami 35,511,817 185,467 215,120 0.6% 13.6% 13.9% $33.98  2.5% 0 618,103 1.7% 
Milwaukee 27,369,372 -189,082 -191,914 -0.7% 18.0% 19.7% $17.87  0.4% 0 358,000 1.3% 
Minneapolis 68,758,422 52,908 396,289 0.6% 16.0% 16.8% $25.01  0.6% 235,899 874,296 1.3% 
New Jersey 159,197,242 416,034 -455,067 -0.3% 22.4% 25.0% $25.16  -0.4% 62,500 346,200 0.2% 
New York 446,774,009 1,011,074 -603,032 -0.1% 8.1% 9.7% $67.63  1.3% 18,000 9,487,363 2.1% 
Oakland-East Bay 54,409,196 115,270 393,689 0.7% 13.3% 14.2% $30.36  4.1% 0 0 0.0% 
Orange County 95,267,743 289,700 284,074 0.3% 12.6% 13.3% $26.91  2.9% 21,311 497,387 0.5% 
Orlando 28,543,255 217,245 342,942 1.2% 15.6% 16.0% $20.44  0.0% 0 0 0.0% 
Philadelphia 130,676,259 131,332 815,226 0.6% 13.2% 13.9% $23.92  -3.7% 634,100 2,967,329 2.3% 
Phoenix 80,559,265 200,823 498,123 0.6% 21.5% 22.3% $22.10  1.4% 557,957 3,411,901 4.2% 
Pittsburgh 49,271,255 6,381 177,695 0.4% 13.1% 14.5% $21.96  0.2% 267,256 500,000 1.0% 
Portland 58,458,643 186,678 389,826 0.7% 8.7% 9.1% $23.27  0.6% 236,599 1,438,686 2.5% 
Raleigh-Durham 44,184,647 971,114 1,182,448 2.7% 12.4% 12.9% $20.64  0.0% 1,099,524 594,947 1.3% 
Richmond 24,554,219 121,733 116,060 0.5% 12.2% 14.0% $18.00  0.4% 37,658 137,664 0.6% 
Sacramento 43,841,708 206,673 440,206 1.0% 16.9% 17.2% $22.56  1.1% 0 0 0.0% 
Salt Lake City 45,125,541 322,070 513,494 1.1% 6.6% 6.9% $20.38  2.1% 354,474 1,260,053 2.8% 
San Antonio 25,938,334 149,152 334,252 1.3% 13.6% 14.0% $22.41  -0.6% 438,084 538,024 2.1% 
San Diego 78,007,690 137,256 207,127 0.3% 13.0% 13.8% $28.68  0.8% 0 1,000,201 1.3% 
San Francisco 74,526,199 447,353 826,387 1.1% 8.0% 9.2% $66.11  1.5% 451,000 3,134,205 4.2% 
San Francisco Peninsula 28,707,704 167,056 221,717 0.8% 11.7% 13.2% $50.76  4.2% 44,910 1,076,039 3.7% 
Seattle 89,924,318 839,792 611,990 0.7% 9.9% 10.4% $32.05  -0.2% 345,992 7,030,599 7.8% 
Silicon Valley 66,647,113 325,616 1,420,029 2.1% 11.7% 13.0% $42.08  0.6% 779,410 5,043,620 7.6% 
St. Louis 42,628,094 116,756 181,495 0.4% 14.7% 15.5% $19.85  0.1% 128,500 0 0.0% 
Tampa Bay 34,596,928 437,440 728,710 2.1% 15.2% 15.8% $22.71  3.0% 0 175,998 0.5% 
Washington, DC 330,351,902 1,140,513 251,530 0.1% 16.3% 17.2% $36.29  1.1% 153,640 5,227,655 1.6% 
West Palm Beach 20,541,161 163,091 248,372 1.2% 17.7% 17.9% $29.26  2.3% 0 0 0.0% 
Westchester County 32,333,229 -343,585 -388,098 -1.2% 20.0% 22.1% $24.28  -0.7% 0 0 0.0% 
United States totals 3,911,633,691 14,423,071 20,613,247 0.5% 14.2% 15.3% $29.82  1.1% 15,574,503 86,267,532 2.2% 

United States office statistics 
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Market Tenant Address/building Size (s.f.) Lease type 

New Jersey Verizon 295 N Maple Avenue 1,400,000 Renewal 
Silicon Valley Palo Alto Networks 3325 Scott Boulevard 721,953 Expansion in market 
New York Skadden 1 Manhattan West 535,000 Relocation within market 
Dallas Strasburger & Price 901 Main Street 402,571 Relocation within market 
Dallas RealPage 2201 Lakeside Boulevard 399,788 Expansion in market 
Silicon Valley ServiceNow 2215-2225 Lawson Lane 329,158 Expansion in market 
Detroit Ally Financial 500 Woodward Avenue 321,027 Relocation within market 
San Francisco Stripe 510 Townsend Street 300,000 Expansion in market 
Cleveland First Energy 76 S Main Street 295,344 Renewal 
Pittsburgh PPG 1 PPG Place 293,000 Renewal 
Denver Comcast 9401 E Panorama Circle 288,000 Expansion in market 
San Francisco Mid-Peninsula EMC 162 Jefferson Drive 270,614 New to market 
New York Bloomberg 919 Third Avenue 254,556 Expansion in market 
Long Island North Shore-LIJ Health System 600 Community Drive 252,000 Expansion in market 
Washington, DC U.S. Department of Homeland Security 111 Massachusetts Avenue NW 250,991 Renewal 
Raleigh-Durham Allscripts North Hills 250,000 Relocation within market 
Silicon Valley Aruba 3315 Scott Boulevard 239,958 Relocation within market 
Austin Apple 320 Capital of Texas Highway 217,490 Expansion in market 
Chicago United Stationers 1 Parkway North 200,000 Renewal 
Minneapolis Children's Hospitals and Clinics of Minnesota 5901 Lincoln Drive 200,000 Relocation within market 
Washington, DC Kirkland & Ellis 1301 Pennsylvania Avenue NW 188,000 Relocation within market 
Washington, DC U.S. Dep't of Health and Human Services 370 L'Enfant Promenade SW 186,880 Extension (< 36-month term) 
New Jersey MetLife 67 Whippany Road 185,000 Relocation within market 
New York WeWork 1460 Broadway 180,000 Expansion in market 
Seattle-Bellevue Holland America 450 3rd Avenue W 175,187 Relocation within market 
Chicago Verizon 1701 W Golf Road 160,000 Relocation within market 
Dallas Liberty Mutual 3905 N Dallas Parkway 160,000 Relocation within market 
Atlanta Kaiser Permanente 1375 Peachtree Street NE 157,318 Relocation within market 
St. Louis CenturyLink 1400 S Highway Drive 156,000 Renewal 
New York Nike 855 Avenue of the Americas 147,936 Relocation within market 
New York Foot Locker 330 W 34th Street 145,000 Relocation within market 
New Jersey GlaxoSmithKline 184 Liberty Corner Road 144,536 Relocation within market 
Minneapolis Green Tree Servicing 180 5th Street E 141,018 Relocation within market 
Phoenix Banner Health 2901 N Central Avenue 140,048 Relocation within market 
Cincinnati Kroger 9997 Carver Road 138,826 Expansion in market 
Sacramento Department of Conservation 801 K Street 138,811 Renewal 
Seattle-Bellevue Big Fish Games 333 Elliott Avenue W 137,201 Relocation within market 
New York WeWork 315 W 36th Street 136,118 Expansion in market 
Northern Virginia Capital One 1750 Tysons Boulevard 135,996 Expansion in market 
New York Norton Rose Fulbright 1301 Avenue of the Americas 135,000 Relocation within market 
St. Louis Charter 700 Northwest Plaza 135,000 Expansion in market 
Atlanta Confidential 1000 Windward Concourse 131,968 Extension (< 36-month term) 
Baltimore JMT 40 Wight Avenue 130,000 Relocation within market 
Miami Citibank 201 S Biscayne Boulevard 125,000 Renewal 
Los Angeles Yellowpages.com 611 N Brand Boulevard 122,685 Extension (< 36-month term) 
Phoenix Banner Health 2929 N Central Avenue 121,219 Relocation within market 
Portland CH2M Hill 2020 SW 4th Avenue 120,304 Renewal 
New York Citadel Investment Group 601 Lexington Avenue 119,961 Renewal 
Austin SolarWinds 7171 Southwest Parkway 117,886 Expansion in market 
New York Bank of America 1133 Avenue of the Americas 114,767 Renewal 
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Sorted by total sales price and completed in Q2 2015 

Market Building RBA (s.f.) Sale price $ 
Price per 

square foot  
($ p.s.f.) 

Buyer Seller 

Atlanta 6 Concourse Parkway 2,113,384 $489,000,000 $231 Building & Land Technology Regent Partners 

New York 230 Park Avenue 1,406,044 $1,207,000,000 $858 RXR Realty / HKMA Invesco / National Pension Service / 
Monday Properties 

New Jersey 295 N Maple Avenue 1,400,000 $650,300,000 $465 Mesirow Realty Verizon Communications 
Cleveland 925 Euclid Avenue 1,400,000 $22,500,000 $16 Hudson Holdings  Optima International 
Boston 100-700 Technology Square 1,186,831 $1,082,500,000 $912 Alexandria Real Estate Equities Massachusetts Institute of Technology 
Boston 5 Clock Tower Place 1,138,382 $13,000,000 $11 Saracen Properties Wellesley Capital Corp 
New York 32 Old Slip 1,132,340 $675,000,000 $596 RXR Realty Beacon Capital Partners 
Indianapolis Castleton Park 1,051,995 $66,000,000 $63 True North 
San Francisco 1455 Market Street 1,012,000 $219,150,000 $481 CPP Investment Board Hudson Pacific Properties 
Philadelphia 1818 Market Street 981,743 $184,750,000 $188 Shorenstein Properties Daymark Realty Advisors 
Boston 75 State Street 843,000 $296,450,000 $718 AustralianSuper Brookfield Office Properties 

Chicago 111 N Canal Street 839,601 $305,000,000 $363 JP Morgan Sterling Bay 

Seattle-Bellevue 1201 Amgen Court W 750,000 $228,900,000 $305 Expedia Amgen 

Philadelphia 833 Chestnut Street 705,061 $160,750,000 $228 HCP Digital Realty Trust 
Westchester County 1 N Broadway 702,642 $80,200,000 $114 Ivy Realty MetLife 
Austin 12301 Riata Trace 693,688 TBD TBD Accesso Spear Street Capital 

Charlotte 201 S College Street 630,424 $160,000,000 $254 David Werner RE JV JFR Global JV 
Rabina Properties Hines US Core JV Sumitomo Life 

Minneapolis-St. Paul 1405 Xenium Lane 628,437 $62,500,000 $99 Wildamere Properties Carlson Real Estate 
Philadelphia 30 S. 17th Street 621,348 $101,988,124 $164 CBRE Global Investors TIER REIT 
Atlanta 64 & 66 Perimeter Center E 608,499 $105,453,672 $157 Griffin Capital Essential Asset REIT Signature Office REIT 

Atlanta 6600 Peachtree Dunwoody Rd 551,515 $70,000,000 $127 Fairlead Commercial Real Estate Ares Commercial Real Estate Management 

Charlotte 101N Tryon Street 526,000 $107,800,000 $205 Cornerstone RE Advisors JV LRC 
Opportunity Fund 

KBS Realty Advisors JV Gramercy Property 
Trust 

SF Mid-Peninsula 1111 Bayhill Drive 515,000 $187,360,000 $364 Hudson Pacific Properties JV 
Farallon Capital Partners Blackstone AKA Equity Office 

New York 1375 Broadway 513,000 $310,000,000 $604 Westbrook Partners Savanna 
Cleveland 600 Superior Avenue E 508,397 $53,750,000 $106 Hertz Investment Group  TIER REIT 
Atlanta 3500 Piedmont Road NE 505,768 $90,000,000 $178 Atlanta Property Group LNR Partners 

New York 123 William Street 495,739 $253,000,000 $510 American Realty Capital New York 
REIT East End Capital / Green Oak 

SF Mid-Peninsula 2988 Campus Drive 492,000 $201,165,500 $409 Hudson Pacific Properties JV 
Farallon Capital Partners Blackstone AKA Equity Office 

New York 7 Bryant Park (leasehold 
interest) 470,000 $600,000,000 $1,277 Bank of China Hines / JP Morgan Asset Management / 

Pacolet Miliken Enterprises 
New York 787 Eleventh Avenue 464,000 $230,000,000 $496 Pershing Square Capital Ford Motor Company 

New York 757 Third Avenue 459,000 $355,500,000 $775 Bentall Kennedy / George Comfort 
and Sons RFR Realty 

Atlanta 2 Ravinia Drive 442,130 $78,000,000 $191 Franklin Street Properties Parkway Properties 

Phoenix 410-432 N 44th Street 433,245 $75,700,000 $175 Oaktree Capital Management LP 
Philadelphia 145 King of Prussia Road 427,109 $35,000,000 $82 University Of Penn Health System BioMed Realty Trust 
Dallas 2221 Lakeside Boulevard 414,543 $30,721,746 $74 GEM Realty Capital Elland 
Phoenix 1 N Central Avenue 410,053 $93,750,000 $229 Mitsubishi Estate New York 
Boston 25-29 Thomson Place 403,860 $183,500,000 $454 Invesco Crosspoint Associates, Inc. 

SF Mid-Peninsula 950 Tower Lane 400,000 $160,558,000 $401 Hudson Pacific Properties JV 
Farallon Capital Partners Blackstone AKA Equity Office 

Atlanta 6 Concourse Parkway 2,113,384 $489,000,000 $231 Building & Land Technology Regent Partners 

New York 230 Park Avenue 1,406,044 $1,207,000,000 $858 RXR Realty / HKMA Invesco / National Pension Service / 
Monday Properties 

New Jersey 295 N Maple Avenue 1,400,000 $650,300,000 $465 Mesirow Realty Verizon Communications 
Cleveland 925 Euclid Avenue 1,400,000 $22,500,000 $16 Hudson Holdings  Optima International 
Boston 100-700 Technology Square 1,186,831 $1,082,500,000 $912 Alexandria Real Estate Equities Massachusetts Institute of Technology 
Boston 5 Clock Tower Place 1,138,382 $13,000,000 $11 Saracen Properties Wellesley Capital Corp 
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Market Submarket Building Construction 
type RBA s.f. Preleased % Expected  

delivery year 
New York World Trade Center 3 World Trade Center Speculative 2,861,402 18.0% 2018 
New York Penn Plaza/Garment 1 Manhattan West Speculative 2,300,000 23.3% 2019 
Dallas Far North Dallas Toyota Headquarters BTS 2,100,000 100% 2017 
New York Penn Plaza/Garment 10 Hudson Yards Speculative 1,700,000 77.5% 2016 
San Francisco South Financial District 415 Mission Street Speculative 1,420,081 50.3% 2017 
Philadelphia Market Street West Comcast Innovation and Technology Center BTS 1,334,000 100% 2018 
Chicago West Loop 150 N Riverside Plaza Speculative 1,229,064 61.1% 2016 
Houston Westchase Phillips 66 Headquarters BTS 1,100,000 100% 2016 
Chicago West Loop 444 W Lake Street Speculative 1,073,100 53.9% 2016 
Houston CBD 609 Main at Texas Speculative 1,057,668 0.0% 2017 
New York Grand Central 390 Madison Avenue Speculative 858,710 0.0% 2016 
Boston North Partners Healthcare BTS 850,000 100% 2017 
New York Hudson Square One SoHo Square Speculative 768,000 0.0% 2016 
Seattle-Bellevue Seattle CBD The Mark Speculative 766,779 36.9% 2017 
Chicago Northwest Zurich North America Headquarters BTS 753,000 100% 2016 
Seattle-Bellevue Seattle CBD Madison Centre Speculative 746,000 5.4% 2016 
Seattle-Bellevue Bellevue CBD 400 Lincoln Square Speculative 724,693 4.8% 2016 
Northern Virginia Eisenhower Avenue 2401 Eisenhower Avenue BTS 720,000 100% 2018 
Philadelphia University City  FMC Tower BTS 635,000 54.4% 2016 
Charlotte CBD 300 S Tryon Street Speculative 630,000 31.7% 2017 
Silicon Valley Santa Clara 2685 Augustine Drive Speculative 607,186 100% 2016 
Houston CBD 6 Houston Center Speculative 600,000 0.0% 2016 
Houston Energy Corridor Energy Center IV Speculative 600,000 100% 2016 
Houston Galleria BHP Billiton Tower BTS 600,000 100% 2016 
Philadelphia Market Street West 2400 Market Street Speculative 559,740 38.6% 2016 
Northern Virginia Rosslyn Central Place Speculative 552,781 64.6% 2018 
Houston Energy Corridor Energy Center III Speculative 546,604 100% 2015 
Dallas Uptown McKinney & Olive Speculative 530,000 40.5% 2016 
San Francisco South Financial District 375 Beale Street Speculative 529,232 73.9% 2016 
Houston Woodlands Southwestern Energy  BTS 515,000 100% 2015 
Houston Energy Corridor Energy Center V Speculative 505,000 0.0% 2016 
Austin CBD 500 W 2nd Street Speculative 500,436 41.6% 2017 
Boston Seaport District 100 Northern Avenue BTS 500,000 72.0% 2016 
Dallas Richardson/Plano State Farm Campus (Phase 2) BTS 500,000 100% 2016 
Atlanta Buckhead Three Alliance Speculative 500,000 0.0% 2016 
Northern Virginia Tysons Corner 1775 Tysons Boulevard Speculative 476,913 0.0% 2016 
Seattle-Bellevue Bellevue CBD 929 Office Tower Speculative 462,000 0.0% 2015 
Houston Energy Corridor Noble Energy Center II BTS 456,000 100% 2015 
San Francisco South Financial District 222 2nd Street Speculative 452,418 100% 2015 
Houston Energy Corridor Air Liquide Center (South Building) Speculative 452,370 37.8% 2015 
Salt Lake City CBD 111 S Main Street Speculative 440,452 1.1% 2016 
Boston Seaport District 101 Seaport Boulevard BTS 440,000 80.3% 2015 
Seattle-Bellevue Lake Union Troy Block (North Tower) Speculative 440,000 100% 2017 
Los Angeles Hollywood Columbia Square Speculative 437,393 62.4% 2015 
Boston Back Bay 888 Boylston Street BTS 425,000 30.1% 2016 
Baltimore Baltimore Southeast 100 Block Street BTS 420,000 100% 2016 
Houston Westchase Millennium Tower II Speculative 417,000 100% 2015 
San Francisco South Financial District 181 Fremont Street Speculative 416,206 0.0% 2016 
Houston CBD Hilcorp Energy Tower BTS 406,600 100% 2015 
Houston Greenway Plaza 3737 Buffalo Speedway Speculative 400,000 20.0% 2015 

Select developments underway > 100,000 
square feet 
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Sorted by square feet and under way as of Q2 2015 
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The near-term outlook across the U.S. office 
market is the most positive it has been in more 
than nine years and momentum doesn’t appear 
to be slowing despite a pocket of correction 
(Houston) and foreboding concerns over the 
global economy. On the contrary, most markets 
are just now moving at a steady upward pace 
that may prolong the market cycle to the 
longest we’ve seen in two decades. 
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