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Executive Summary

Marginally positive absorption ended a two-year trend of declining demand, though
supply additions pushed vacancy to a record 13.9%. Increased owner occupancy
and medical office usage contributed to higher occupancy rates, but small leases
and rollover exposure suggest this improvement may be temporary. With office

attendance at 70% of 2019 levels and a high sublease inventory, further occupancy
losses and value corrections are anticipated.
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Leasing Activity Rent

For the first time since 2022, the second quarter saw
positive demand. However, the vacancy rate remains at
13.9% as supply growth continues to exceed absorption.
Of the 192 million square feet (SF) available for sublease,
more than half remains vacant.

New Builds

Developers completed only 22 million SF in the first half
of the year, the lowest in over a decade. An additional

32 million SF is expected by year-end, bringing the annual
total to under 55 million SF. This marks the lowest yearly
total in the past 10 years.
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Despite office asking rents remaining stable for four
years, aggressive discounts and enticements with an
excess of sublease inventory are expected to drive rents
down over the next 12 to 18 months.

Labor & Economy

Economic activity reaccelerated in the second quarter
with 3.0% growth, thanks to strong household spending
and business investment. However, growth is expected to
slow due to a cooling job market and the Federal Reserve’s
tightening measures.
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Leasing Outlook

Office demand turned positive in the second quarter for the first time since 2022. Despite this, supply growth exceeded
net absorption, keeping the vacancy rate at 13.9%. With stagnant office attendance and job growth, a significant change
in office demand is unlikely in the next 18 to 24 months. New leasing volume is about 10% below the 2015-2019 average,
driven by smaller leases. With nearly half of pre-pandemic leases still to expire, vacancy rates are projected to reach
15.5% by early 2026.
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Metrics from Select Metros

Detroit, MI New York, NY
. A: -0.05M SF A: -2.9M SF
C 'C ’ V:11.9% V: 13.9%
o : R: $57.64 PSF
Denver, CO Rl R: $21.92 PSF

San Francisco, CA A: 0.9M SF
A: -3.6M SF V:17.1%

V:22.6% R: $29.58 PSF

R: $30.13 PSF

Columbus, OH
A: 0.8M SF

V: 9.5%

Washington, D.C.
A: -6.5M SF

V:17.5%

R: $52.21 PSF

R: $22.48 PSF
R: $39.09 PSF

Atlanta, GA
A: -1.5M SF
V: 16.5%

Dallas/Fort Worth, TX
A:0.3M SF

V:18.2%
R: $31.14 PSF

A: 1-year absorption R: $28.57 PSF

V: Vacancy
R: Rent
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Construction & Deliveries

Developers completed roughly 22 million SF in the first half of the year, the lowest half-year total since 2014. Approximately
32 million SF is expected in the remainder of 2024, bringing the expected annual total to less than 55 million SF — the lowest
yearly total in a decade. Future deliveries are expected to be significantly below historical norms, with less than 45 million SF
expected in 2025.

Construction starts fell to 35 million SF in 2023, the lowest since the 30 million SF recorded in 2010, following the Great
Recession. The deceleration has continued in the second half of 2024, with less than 10 million SF started. Overall, the supply
picture indicates rapidly slowing development activity, which may not impact fundamentals in the near term but should ease
supply-side pressure within a few years.

National Metrics Top Metros Under Construction
Boston, MA Seattle, WA
12.9M SF 6.3M SF
New York, NY Austin, TX
10.1M 4.4M SF
82.70M SF | 44.6M SF | 854MSF
Under 12-Month Historical Dallas/Fort Worth, TX San Jose, CA
Construction Delivered Average 6.4M SF 4.3M SF
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time, hitting a high of 449.7 in
December 2021.

The PPI for concrete is up 4.2%, while lumber decreased -1.3% over last year, and steel has seen a 10% decrease. Since last
month, concrete has decreased 0.16%, lumber is up 1.8%, and steel has decreased 0.3%.
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Economy

The U.S. economy reaccelerated in the second quarter with a 3.0% growth rate, driven by strong household spending

and business investment, following a slowdown at the beginning of the year. Policymakers are shifting their focus from
inflation risk to decelerating job growth, which has fallen since mid-2021. Still, rapid economic growth could soon prompt
a reevaluation of the Federal Reserve’s rate cut projections. However, at present, the Fed appears strategically positioned to
continue its gradual rate reductions as inflation continues to ease.
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plante moran About Plante Moran Realpoint

REALPOINT

Plante Moran Realpoint offers unbiased advocacy for companies looking to lease, buy, build, invest, or develop a real estate
strategy that will align their company goals and real estate. Learn more at pmrealpoint.com/office.

TRANSACTION OWNER'S REAL ESTATE
MANAGEMENT REPRESENTATION CONSULTING

Contact us

To learn more about your real estate market or to discuss your company’s real estate needs, contact us today.

Rick Pifer

Rick.Pifer@plantemoran.com
(248) 223-3698

Ron Gantner, CPA

Ron.Gantner@plantemoran.com

» (248) 603-5257
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Information contained in this report is provided, in part, from third-party sources, including the U.S. Bureau of Labor Statistics,
the Bureau of Economic Analysis, Engineering News-Record, and CoStar Group. Even though obtained from sources deemed
reliable, no warranty or representation, expressed or implied, is made as to the accuracy of the information herein. pmrealpomt.com/offlce



