
U.S. office sector   
enters the spring with 
stabilization and 
pockets of growth, but 
where are we headed? 
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Happy Tax Day! 
Believe me…every dime and more is being spent in DC!
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Signs of a psychological bottom, and yes, even growth, 
have emerged in the office sector
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However, office market is the caboose and full market 
recovery is visible, but not yet there
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Vacancy will continue to uptick through middle of 
2011 as rightsizing dominates
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And shadow space will hamper growth in 2010 and 
into 2011 in many markets
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However, only a few markets will see speculative 
construction deliveries challenge recovery efforts
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Leverage remains firmly with tenant, but opportunities 
will begin to close
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Despite imbalance in supply and demand, net effective 
rents in leading markets have stabilized
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Window of opportunity for tenants thinning 
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Tenant leverage dependent on the market
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Government, healthcare, energy and tech driving new 
pockets of demand, while rest of occupiers rightsize
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Market-leading, stagnant and lagging over the next 18 
months
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Leading: Energy is king
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Leading: Eds and Meds
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Leading: Biotech and tech
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Leading: The Feds
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Lagging: Housing-prone
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Lagging: Diversified economies
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Lagging: Los Angeles…labor costs and unfriendly 
business initiatives driving tenants out
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Lagging: New York…A tale of three markets



Stabilization…then what?
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