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BEAT ON THE STREET 
 
 “If it’s darkest before the dawn, it’s time to 
start the coffee because the combination of 
very low rates and a recovering economy will 
generate market activity. Tenants are well-
advised to evaluate their real estate options 
and take advantage of the market before 
landlords see the light.”  
– Ken Ashley, Senior Director 

ECONOMY 
The Manhattan office market continued to tighten during the first half of 2007, extending 
strengths exhibited during the second half of 2006. Steady employment growth 
contributed to positive absorption of available space and rapidly escalating asking rents. 

The New York City economy expanded at a healthy pace during the first six months of 
the year, led by strong gains in office-using employment. Data available through the end 
of May show that the City has added nearly 16,800 jobs in industries that are key to the 
commercial office market, with financial services and professional business services 
adding 7,400 and 5,500 jobs, respectively. This resulted in increased demand for office 
space in a market that was already the tightest it had been since the first quarter of 2001. 

The year began with 26.1 million square feet available throughout Manhattan. By the end 
of June, available space had fallen precipitously to 20.8, a decline of 20.5%.  This 
diminishing availability of space has been the story of the market; April 2007 was the only 
month in the past year that did not record a month-to-month decline of at least 122,000 
square feet).  As a result, Manhattan’s overall vacancy rate has tumbled to a six-year low, 
closing the mid-year at 5.3%. For the third consecutive quarter, the vacancy rate closed 
below equilibrium, defined as a vacancy rate range of 7.0% - 9.0%. 

OVERVIEW 
In this environment, it is no surprise that asking rates have skyrocketed. Up 36.2% from a 
year ago, Manhattan’s overall total average asking rent closed the first half of 2007 at 
another record-high: $59.17 per square foot  Thus far this year, rents have increased by an 
average of $1.44  each month since January, breaking the old record set back during the 
second and third quarters of 2000. The rapid pace of rental rate growth has extended 
throughout Manhattan. In every submarket but one, overall rents have registered double-
digit percentage increases from a year ago. Chelsea, up 4.2%, was the only exception. 

On a cautionary note, however, leasing activity throughout Manhattan was slower during 
the first two quarters, partially attributable to both significantly higher rents and lack of 
available space. With 11.8 leased year-to-date, 2007 activity trails last year’s total through 
June by 5.4%, with Midtown trailing by nearly 20.0%. This suggests that tenants are 
possibly beginning to search for lower-priced space in response to landlords hiking up 
rents throughout the market. 

OUTLOOK 
This year’s leasing has been dominated by Manhattan’s leading industries. Financial 
services firms (36.4%) and legal services firms (11.7%) accounted for nearly one of every 
two square feet leased from January through June. In April, Lehman Brothers Holdings, 
Inc. signed Manhattan’s largest new lease in 2007, a 414,575-sf sublease at 1271 Avenue 
of the Americas. The frequency of transactions with taking rents starting at or above 
$125.00 continued to climb: 18 such transactions year-to-date versus 21 signed in the 
four previous years combined.

 

ECONOMY 
Annualized GDP growth during third quarter likely signaled an end to the recession 
and start of a slow and tenuous economic recovery.  Government stimulus remained 
an integral part of the coming recovery, as low interest rates helped financial markets 
begin to stabilize, homebuilding expanded and consumer and government spending 
stabilized.  Job losses spiked unexpectedly in December, though the pace of job losses 
slowed considerably in fourth quarter and unemployment remained flat at 10.0%.   

Atlanta’s economic performance continued to lag the nation.  Atlanta’s unemployment 
rate remained above the national average despite a slight decrease in November to 
10.1%.  Business credit quality worsened and Chapter 7 personal bankruptcies spiked. 
Metro Atlanta ranked highest in the nation in bank failures in 2009 due to its slumping 
financial industry and troubled commercial real estate market.  

OVERVIEW 
Over 117,100 job losses manifested in 2.3 million square feet (msf) of negative overall 
absorption in Atlanta’s office market in 2009.  This marked the first year of negative 
overall absorption since 2003.  As users sought operational cost savings, leasing 
activity was focused primarily in consolidation and renewal activity.  Leasing activity 
decreased more than 20.0% to 7.1 msf in 2009.  NCR, Sony Ericsson and First Data 
all announced plans to relocate their headquarters to metro Atlanta during the year. 

Sublease vacancies increased 133.0% during the past year to nearly 3.5 msf.  Taken 
together with 1.9 msf of speculative construction completions, overall vacancy 
increased to 20.2% in 2009.  Among the companies returning significant vacancies to 
the market in 2009 were Macy’s, Georgia Pacific and BellSouth. 

Weak demand for office space was evident in new construction, as projects completed 
during the year were collectively 15.7% leased as of fourth quarter.  Of the more than 
1.6 msf under construction at year-end, less than 10.0% were preleased.  Though new 
supply is outpacing weak demand, overall average asking rents were relatively stable at 
$21.32 per square foot (psf); however, increased concession packages were prevalent. 

During the year, just 1.3 msf traded for roughly $100.0 million.  A lack of financing 
and pervasive bid-ask spreads continued to dissuade investment.  Lenders foreclosed 
on two class A office assets and ELV Associates acquired the 155,833-sf class A 
Pershing Point Plaza for a little over $200.00 psf.  

FORECAST 
As the U.S. enters a period of tenuous economic recovery, it’s apparent that Atlanta 
will lag the nation.  As its inventory of vacant office supply continues to grow due to 
scheduled construction completions and further net occupancy losses, downward 
pressure on rents will intensify in 2010.  Investment activity will remain limited, 
though opportunistic investors may find increased opportunity.  Atlanta’s office 
market is expected to stabilize in the second half of 2010, with a sustained recovery in 
the market unlikely to take hold until early 2011.   

ECONOMIC INDICATORS 
National 2008 2009F 2010F 
GDP Growth  0.4% -2.5% 2.3% 

CPI Growth 3.8% -0.4% 1.7% 
Regional    
Unemployment 7.9% 10.4% 10.7% 

Employment 
Growth  

-3.4% -5.0% -0.7% 

Source: Moody’s | Economy.com 

MARKET FORECAST 
LEASING ACTIVITY will gradually 
increase as tenants take advantage of 
value opportunities in the market and 
payrolls gradually expand late in 2010. 

 

OVERALL ABSORPTION will stabilize 
but remain negative as job losses 
continue within office-using industries.  

 

CONSTRUCTION will taper off as no 
new projects are expected to break 
ground in the near-term. 

 

OVERALL VACANCY RATE TRENDS 
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BUCKHEAD 

SPACE IN PROJECTS UNDER CONSTRUCTION 
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• Buckhead office product historically commands some of the 

highest rents in Atlanta; class A asking rents ended 2009 at 
$29.18 psf.  Spurred on by significant levels of investment 
activity prior to the recession, developers broke ground on 
four speculative projects totaling 1.9 msf in 2007. 

• 1.0 msf completed in the third quarter of 2009, of which 
175,700 sf were leased at year-end.  The remaining 909,455 sf 
was scheduled for completion in first quarter 2010 in two 
office towers.   Neither building reported preleasing through 
fourth quarter. 

 

OVERALL LEASING ACTIVITY vs. VACANCY RATES 
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• Demand far outpaced supply, as 188,255 sf of negative 
overall absorption pushed overall vacancy rates to 22.1% by 
year-end.  BB&T and Cooper Carry contributed to these 
losses after relocating to Midtown and CBD, respectively. 

• 971,170 sf leased in 2009, highlighted by a 126,013-sf lease 
signed by Marsh USA at the 485,000-sf Two Alliance Center 
upon its completion in the third quarter.  Marsh will relocate 
within the market and slightly downsize their office space. 
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MIDTOWN 
SF UNDER CONSTRUCTION vs. COMPLETIONS 
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• Following unprecedented levels of sales activity in 2007, 

developers broke ground on two projects totaling nearly 1.3 
msf in third quarter 2007 with minimal preleasing activity.  
The first of these buildings completed in second quarter, as 
AIG completed a 534,120-sf office building at the Atlantic 
Station redevelopment. 

• Roughly 320,000 sf remained available at year-end in this 
project.  697,450 sf remained under construction and 
scheduled to complete in first quarter 2010, of which roughly 
100,000 sf were leased at year-end. 

 

OVERALL RENTAL vs. VACANCY RATES 
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• As a result of 31,461 sf of negative overall absorption and the 

completion of 534,120 sf during the year, overall vacancy 
increased to 19.8%.  Sublease vacancy increased 140.0% to 
632,196 sf at year-end. 

• Overall asking rents decreased $1.24 psf from year-end 2008 
to $25.50 psf.  Though Midtown continued to report some of 
the highest rents in Atlanta, rents were weighted down by a 
spike in subleases and weakness in the capital and leasing 
markets. 
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CBD 

AVAILABLE SPACE TRENDS vs. LEASING ACTIVITY 
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• Following 527,541 sf of positive overall absorption in 2008, 

the CBD reported 195,168 sf of negative overall absorption 
in 2009.  Leasing decreased slightly to 850,137 sf, with a new 
lease signed by SunTrust and a significant renewal by KPMG.   

• 235,000 sf of sublease space vacated by Georgia Pacific 
countered significant occupancy gains created by the US 
Nuclear Regulatory Commission and Cooper Carry during 
the year.  Sublease vacancy increased more than 300.0% to 
442,514 sf through fourth quarter 2009.   

 

DIRECT RENTAL RATES CLASS A vs. CLASS B 
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• Class A direct asking rents decreased $0.77 psf in 2009 to end 

the year at $20.55 psf.  Asking rents in the CBD remained 
below the market average due to excess sublease vacancy and 
a prevalence of older office product with smaller floor plates. 

• Asking rents were fairly stable this past decade, absent the 
levels of investment activity that drove rent growth in other 
markets.  The only transaction recorded in 2009 was the 
foreclosure on a 596,941-sf class A building for $49.42 psf. 
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CENTRAL PERIMETER 
AVAILABLE SPACE TRENDS DIRECT VS. SUBLEASE 
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• Overall vacancy in Central Perimeter increased 7.1% in 2009 

to 22.1%.  While no new speculative supply completed 
during the year, the market reported more than 1.3 msf of 
negative overall absorption to match the magnitude of net 
occupancy losses reported during the last recession. 

• Atlanta’s largest office market reported a 130.0% increase in 
sublease vacancy during 2009 to 724,073 sf, this market’s 
highest level since 2004.  Notably, Macy’s vacated roughly 
128,000 sf during the year to add to this total. 

 

OVERALL RENTAL RATE vs. LEASING ACTIVITY 
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• Leasing activity remained relatively healthy in this market, as 

more than 1.2 msf leased in 2009.  Included among these 
deals was a lease signed by the Atlanta Journal Constitution 
to relocate from the CBD to occupy the entire sublease 
vacancy created by Macy’s. 

• Due to tepid demand trends overall and a 400,000-sf increase 
in sublease vacancy, asking rents moderated slightly in 2009.  
Overall asking rents ended the year at $21.42 psf, but were 
down just 2.0% from year-end 2008.
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MARKET/SUBMARKET STATISTICS 

OVERALL DIRECT YTD YTD YTD DIRECT WTD. AVG.
NO. OF VACANCY VACANCY LEASING UNDER CONSTRUCTION OVERALL CLASS A GROSS

MARKET/ SUBMARKET INVENTORY BLDGS. RATE RATE ACTIVITY CONSTRUCTION COMPLETIONS ABSORPTION RENTAL RATE*

CBD 15,463,139 52 22.6% 19.7% 850,137 0 0 (195,168)
(31,461)

(188,225)
(1,384,628)

(179,654)

(28,066)
(60,673)
(11,675)
(52,266)

(152,680)

(52,602)

(126,561)
(72,577)

(147,479)
(123,333)

(49,486)

(7,586)

(2,140,144)
(2,335,312)

 

$20.91
Midtown 17,049,237 73 19.8% 16.1% 597,087 697,450 534,120 $28.80
Buckhead 15,824,203 69 22.1% 20.8% 971,170 909,445 1,033,727 $29.18
Central Perimeter 23,405,982 168 22.1% 19.0% 1,272,789 0 0 $23.73
Georgia 400 17,645,846 182 18.1% 14.9% 915,601 60,000 40,000 $20.34

I-75/Northside Drive 388,586 7 13.2% 2.6% 0 0 0 N/A
NW/Cumberland/Galleria 20,013,987 176 20.6% 17.5% 992,202 0 0 $23.87
GA 120/Johnson Ferry Rd 223,156 6 15.2% 15.2% 9,547 0 0 N/A
I-75 North/Marietta 2,889,969 50 17.6% 17.6% 104,362 0 0 $21.72
Northwest Atlanta 23,515,698 239 20.0% 17.3% 1,106,111 0 0 $23.65

I-85/I-285/NE Atlanta 7,045,345 141 9.4% 9.0% 232,957 0 0 $20.50
I-85 NE/Gwinnett Co./I-985 6,477,388 103 18.6% 17.5% 444,595 0 251,700 106,586 $21.51
Peachtree Corners 6,027,860 149 21.4% 19.2% 283,120 0 0 $21.78
Northeast Atlanta 19,550,593 393 16.1% 15.0% 960,672 0 251,700 $21.53

Decatur 1,321,458 25 9.2% 8.8% 86,440 0 0 24,146 $22.28
Northlake/Stone Mountain 2,989,508 46 17.8% 17.6% 141,426 0 0 $19.60
Northlake/Decatur 4,310,966 71 15.1% 14.9% 227,866 0 0 $20.79

I-20 West 484,049 8 20.4% 20.4% 15,000 0 0 $24.00
Airport/South Atlanta 3,263,843 66 32.9% 32.0% 90,289 0 128,401 41,900 $21.47
South Atlanta 3,747,892 74 31.3% 30.5% 105,289 0 128,401 $21.69

Non-CBD 125,050,417 1,269 19.9% 17.5% 6,156,585 1,666,895 1,987,948 $25.03
TOTAL 140,513,556 1,321 20.2% 17.8% 7,006,722 1,666,895 1,987,948 $24.38

* Rental rates reflect $psf/year 
 

MARKET HIGHLIGHTS 

BUILDING SUBMARKET TENANT SQUARE  FEET BLDG CLASS

Peachtree Center - Marquis Two Central Business District SunTrust Bank 252,822 A
223 Perimeter Center Central Perimeter Atlanta Journal-Constitution 127,697 B
Two Alliance Center Buckhead Marsh USA, Inc. 126,013 A

BUILDING SUBMARKET Buyer SQUARE  FEET PURCHASE PRICE

The Equitable Building Central Business District Capmark Bank 596,941 $29,500,000 
Tower Place 200 Buckhead CWCapital 258,680 $32,000,000 
Pershing Park Plaza Midtown ELV Associates, Inc. 155,833 $32,650,000 

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

Terminus 200 Buckhead Firethorn Holdings, LLC 548,727 8/09
271 17th Street Midtown BB&T Corporation 534,120 4/09
Two Alliance Center Buckhead Marsh USA, Inc. 485,000 7/09

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

1075 Peachtree Midtown Seyfarth Shaw 697,450 1/10
Phipps Tower Buckhead N/A 472,860 3/10
3630 Peachtree Buckhead N/A 436,585 1/10

SIGNIFICANT 2009 NEW LEASE TRANSACTIONS

SIGNIFICANT 2009 SALE TRANSACTIONS

SIGNIFICANT 2009 CONSTRUCTION COMPLETIONS

SIGNIFICANT PROJECTS UNDER CONSTRUCTION/RENOVATION

      

*Market terms & definitions based on BOMA and NAIOP standards. 
 
This report contains information available to the public and has been relied upon 
by Cushman & Wakefield on the basis that it is accurate and complete. Cushman 
& Wakefield accepts no responsibility if this should prove not to be the case. No 
warranty or representation, express or implied, is made to the accuracy or 
completeness of the information contained herein, and same is submitted subject 
to errors, omissions, change of price, rental or other conditions, withdrawal without 
notice, and to any special listing conditions imposed by our principals. 
©2010 Cushman & Wakefield, Inc.  All rights reserved. 

For industry-leading intelligence to support your real estate and 
business decisions, go to Cushman & Wakefield’s Knowledge Center 
at www.cushmanwakefield.com/knowledge 
 
Cushman & Wakefield, Inc. 
55 Ivan Allen Jr. Blvd, Suite 700 
Atlanta, GA 30308 
(404) 875-1000 
 
Please consider your environmental responsibility before printing 
this report. 
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