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In Atlanta's Buckhead, Vacant Office Towers Set Off Battle for Tenants 
DEAL OF THE WEEK MARCH 10, 2010

By MAURA WEBBER SADOVI  

Few of the country's office markets are as competitive as Atlanta's upscale Buckhead neighborhood, where the owners of four 

new and largely vacant office towers are locked in a bruising battle for tenants.  

Consider the deal that Phipps Tower just cut to attract its first tenant, Speakeasy, a 37-year-old Atlanta communications-

consulting company that provides coaching to corporate executives.  

The company, which is moving from Midtown Atlanta, just leased roughly 14,000 square feet in the building. While new 

tenants signing long-term leases in Atlanta these days can get 12 to 18 months of free rent, Speakeasy got more than 18 

months, according to a person familiar with the matter. Also, Speakeasy's starting rent is in the low-$30-a-square-foot range 

including expenses and the landlord will be contributing something in the range of $80 a square foot to build interior space, 

the person says.  

Back when the developers of the new Atlanta buildings were penciling out their finances, landlords were offering just six 

months of free rent, interior work worth less than $50 a square foot and rents starting in the mid-$30 range, according to 

Andrew Lechter, executive vice president and branch manager in Atlanta with Studley Inc., a real-estate services firm that 

specializes in representing tenants.  

But Atlanta's office market tanked and Phipps Tower had little choice if it wanted to lure Speakeasy. "If Phipps Tower didn't 

do the deal then somebody else would," says Mr. Lechter, who wasn't involved in the Speakeasy lease negotiations. "It's an 

ugly time to be a landlord." 

Phipps Tower, a 20-story building on Peachtree Road near the Ritz-Carlton, Buckhead, is jointly owned by Manulife Financial

Corp. and Crescent Resources LLC, a North Carolina developer that filed for Chapter 11 bankruptcy protection last year. Terry 

Gilliam, regional director in Atlanta for the Canadian insurer Manulife, says that Manulife holds a majority stake in the 

project and that Phipps wasn't affected by Crescent's financial troubles because it is owned by a separate entity. 

Scott Weiss, chief executive of Speakeasy, says pegging the deal's tenant improvement package at $80 was inaccurate but 

declined to comment further on the specific terms of the deal. Mr. Weiss says the firm's choice of Phipps wasn't its lowest-cost

option and reflects many of its clients' preferences for the Buckhead location of Phipps. A covered walkway connects the tower

to restaurants and shopping in the Phipps Plaza mall. 

Mr. Gilliam of Manulife also declined to comment on the specifics of the transaction. "We're responsive and our strategy for 
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leasing the property is meeting the market where it is," says Mr. Gilliam, adding that free rent is part of the market conditions. 

"I wouldn't say we're giving the store away relative to other buildings."  

Landlords are in a tough spot because Buckhead's prime office market had a 35.3% vacancy rate as of the fourth quarter, 

compared with about 21% five years ago, according to Studley. Nationally about 20.2% of the country's high-end office space is 

vacant, a rate that includes space available for sublease, according to Studley. The new supply has come as the financial sector, 

a key generator of Buckhead tenants, is still recovering from the financial crisis and recession.  

As a result, landlords are digging deeper to offer better concession packages such as longer rent-free periods, Mr. Lechter says. 

Owners are less flexible on the rental rates themselves, because those are key to refinancing or selling a property down the 

road, Mr. Lechter says.  

In the battle of Atlanta's new developments, Tishman Speyer Properties of New York appears to be ahead of the pack for now. 

It has leased just over 30% of its 490,000-square-foot Two Alliance Center in Buckhead.  

Meanwhile at Phipps, Mr. Gilliam says he is confident other large leases are on the horizon. More tenants are out looking at 

space these days, so the outlook is more promising than it was nine months ago, he says.  

The brutal market has left landlords facing some hard choices. Mr. Gilliam says he briefly considered whether it made sense to 

open the Phipps building, which is only about 3% leased. He quickly determined that there was no other option. "There's 

really no question," Mr. Gilliam says. "You can't lease a building that's closed." 

Mr. Weiss acknowledges one perk for first movers. "We won't have to make many stops on the elevator," he quipped. 

Write to Maura Webber Sadovi at maura.sadovi@wsj.com  
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