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Demand for High-Quality Space Drives
Office Market Gains

18.9% $36.31 10.3 MSF 0.8 MSF

Vacancy Rate EA Asking Rent* Net Absorption Completions

*EA Asking Rent represents a market-wide average rent using a repeat-rent approach devised by CBRE Econometric Advisors (EA). This approach estimates rents for all buildings in a market, regardless of availability.
Arrows indicate change from previous quarter.

Executive Summary

— The US. office market improved in Q4, with the overall vacancy rate falling by 10 basis — Net absorption totaling 10.3 million sq. ft. was the highest quarterly total in three years.

points (bps) to 18.9% as net absorption outpaced construction completions for a second — Available sublease space fell to 3.9% of total office inventory in Q4, down by 50 bps year-over-
consecutive quarter. year.

— Demand for high-quality space in prime locations remained strong, while commodity — Space under construction fell to 24 million sq. ft. at year-end, less than half of what it was a year
buildings continued to draw limited tenant interest. The prime office vacancy rate fell by 10 earlier.

bps quarter-over-quarter to 15.3%, while the non-prime vacancy rate stayed at 19.2%. . . . .
psq q P v Y — Average asking rent ticked up by 23 cents year-over-year to $36.31 per sq. ft., while average taking

— Leasing activity totaling 62 million sq. ft. in Q4 was up by 24% quarter-over-quarter and 23% rent rose by 15 cents to $32.29.
year-over-year. Renewals remained historically high and were primarily by larger occupiers.
Leases of between 10,000 and 20,000 sg. ft. accounted for most of the activity.
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Figure 1
Net absorption accelerates, vacancy declines

Net absorption of 10.3 million sq. ft. in Q4 was the highest
quarterly total in three years and more than double that of the

Q83 total.

Annual net absorption totaling 6.5 million sq. ft. was the highest
of any year since 2019.

The overall vacancy rate decreased by 10 bps quarter-over-
quarter to 18.9%, as net absorption outpaced the delivery of
approximately 6.8 million sq. ft. of new supply in Q4.

Prime office space continued to outperform the overall market.
Net absorption in prime buildings totaled 11.2 million sq. ft. in
2024, while non-prime buildings had 4.6 million sq. ft. of negative
net absorption. The prime office vacancy rate ended the year at
15.3% vs. 19.2% for non-prime space.
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Figure 2
Leasing activity rebounds

Leasing activity totaling 62 million sq. ft. in Q4 surged by 24%
quarter-over-quarter and 23% year-over-year, marking the
highest quarterly amount in three years.

Leasing improved in most gateway markets, including a 27%
year-over-year jump for Manhattan in Q4 to 9.3 million sq. ft.
Other major markets like Atlanta, Chicago, Boston, San
Francisco, Washington, D.C. and Dallas also saw significant
improvements.

The number of lease transactions in Q4 was 8% more than the
2018/2019 average, driven by greater consistency of hybrid work
arrangements. The average lease size in Q4 was 12% smaller
than the pre-pandemic level but was 28% larger than the
pandemic-era low.

Renewals remained at a historically high share of overall leasing
activity at 44% vs. a 31% average share in 2018/2019.
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Figure 3
Net absorption improves in most
markets

— Thirty-six of the 57 markets tracked by CBRE
saw improved net absorption year-over-year in
Q4, including those with negative demand.

— Positive net absorption occurred in 32 markets in
Q4, while 19 markets recorded positive net
absorption for the year.

— Performance of gateway markets was mixed in
Q4. Positive net absorption occurred in markets
with a strong tech presence like Manhattan, San
Jose, Washington D.C., Dallas and San Francisco.

— Among secondary markets, New Jersey,
Nashville, Austin, Orlando and Salt Lake City led
for net absorption in 2024. These top performers
are a mix of high-growth Sun Belt markets and
tech hubs.
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Figure 4
Prime buildings outperform in most markets

— Prime office vacancy rates in most markets remained lower than
their overall vacancy rate. This reflects a strong preference for
quality offices and buildings in well-connected, amenity-rich
locations. In markets like Nashville, Seattle and Raleigh, the
recent delivery of speculative prime buildings caused a short-
term increase in their prime vacancy rates.

— As of Q4, prime vacancy rates in San Francisco, Philadelphia and
Charlotte were more than 10 percentage points lower than their
overall office vacancy rates.

— Prime vacancy rates were lowest in Miami (6.8%) and Midtown

Manhattan (9.6%). As prime space becomes increasingly scarce,
demand likely will spill over to the next tier of buildings.
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Figure 5

Sublease availability continues to fall MSF o

— Available sublease space fell to 3.9% of total office inventory 200 0

in Q4, down by 50 bps year-over-year. The reduction is due
both to new sublease activity and lease expirations.

— The 163 million sq. ft. of available sublease space in Q4 2024

was 16% lower than its peak in Q2 2023. While consistently 160 4
falling, sublease availability was still 70% more than just
before the pandemic in Q12020.
— Only about half of the available sublease space is considered 120 3
vacant and thus is included in the overall vacancy rate of
18.9%.
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Figure 6 Index (100 = 2018/19 Averages) Leasing Activity Index
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Source: CBRE Research, Q4 2024.
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Figure 7
Office construction pipeline thins

- The development pipeline continued to decline, with only 24
million sq. ft. under construction at year-end 2024. This
represents less than 0.5% of total U.S. office inventory and is a
mere fraction of the 115 million sq. ft. that was underway in Q4
2020.

- Austin (3.1%), Miami (3.0%) and Nashville (2.1%) had the highest
percentages of their total office inventory under construction in
Q4. Robust population and job growth have spurred new
development in these markets. However, relatively low
preleasing levels suggest that these markets may face a near-
term rise in vacancy once construction is completed.

- Markets with above-average vacancy rates should benefit from a
reduction in new supply, as tenants are limited in choice to either
renew in place or absorb existing vacant space.

- The thinning construction pipeline will make it challenging for
tenants to find prime space. Completions are expected to fall
dramatically in 2025 and the prime vacancy rate is projected to
return to its pre-pandemic average of 8.2% by 2027.
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Figure 8
Annual office-using employment
growth by metro

- Office-using job growth increased by 0.4% year-
over-year in Q4.

- Structural and cyclical changes have loosened the
once strong correlation between employment and
space demand. However, continued economic
growth and less uncertainty about work patterns
should support future leasing activity.

- Occupied office space per employee remained at an
average of 147 sq. ft. in Q4, down by 8% from the
2018/2019 average.

- Most large markets with year-over-year employment
growth also saw improved net absorption in Q4,
even if still negative, including Dallas, Los Angeles,
Washington, D.C. and Seattle.
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Note: Office-using employment includes jobs designated by the Bureau of Labor Statistics as Professional & Business Services and Financial Activities.
*Top 40 US. office markets by inventory (sq. ft.), excluding New Jersey, Orange County, Long Island, Fairfield County, CT that fold into broader metro areas.
Source: US. Bureau of Labor Statistics, CBRE Research, Q4 2024.
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Figure 9
Asking & taking rent

— Average asking rent ticked up by 23 cents year-over-year to
$36.31 per sq. ft. in Q4, while average taking rent increased by
15 cents to $32.29.

— Tenants maintained negotiating power amid historically high
vacancy. The discount between average asking and taking
rent remained at 11.1% in Q4.

— Landlords continued to offer generous tenant improvement
allowances and free-rent periods that limited effective rent
growth, especially in Class B/C assets. However, concessions
have likely reached or are near their peak in most markets.
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Figure 10
At-a-glance office market metrics

Q4 2024

Market Size Rank Overall Vacancy YoY Change YTD Net Absorption YTD Construction Direct Avg. Asking Rent YoY Change
Rate (%) (Up/Down) (Sq. Ft.) Completions (Sq. Ft.) (S/SF/Yr, FSG) (Up/Down)

Atlanta 9 271% A (2106,830) 1107209 $3175 A
Austin 21 24.0% A 537,955 2,597,619 $4864 A
Baltimore 2 19.7% A (356,843) 209,325 $26.72 A
Boston 7 189% A (2893075) 630,000 $47.82 A
Charlotte 23 24.8% A (129,561) 735,089 $34.46 A
Chicago 3 27.2% A (774,749) 903246 $37.34 A
Cincinnati 41 214% 1514 1431114 $2027

Cleveland 44 15.9% A (668,753) 0 $19.20 A
Columbus 33 220% 205,776 149,030 $22.12 A
Dallas-Ft. Worth 4 26.8% A (2263,638) 3157467 $32.09 A
Denver 1 24.9% A (1022,064) 834,872 $3390 A
Detroit 17 202% A (110433 766,616 $20.74 A
Fairfield County, CT 38 25.0% A 354,669 501376 $3557

Ft. Lauderdale 50 172% 183248 0 $39.76 A
Greenville 57 1.9% 486,128 0 $2524 A
Hartford 45 232% 7484 0 $20.89 A
Honolulu 55 10.8% (186,456) 0 $4152 A
Houston 6 24.3% A (2,906,810) 546,331 $3183 A
Indianapolis 39 205% A 48809 212,266 $2032 A
Inland Empire 49 7.9% 195,451 0 $24.70 A
Jacksonville 47 23.9% A (202,536) 24,408 $2097 A
Kansas City 26 19.1% A (882,659) 0 $2302 A
Las Vegas 40 14.0% A (580,950) 147,476 $3157 A

Source: USS. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q4 2024.
*Arrows indicate year-over-year change.
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Figure 10
At-a-glance office market metrics (continued)

Q4 2024

Market Size Rank Overall Vacancy YoY Change YTD Net Absorption YTD Construction Direct Avg. Asking Rent YoY Change
Rate (%) (Up/Down) (Sq. Ft.) Completions (Sq. Ft.) (S/SF/Yr, FSG) (Up/Down)

Long Island 37 14.2% A 83,500 0 $30.64 A
Los Angeles 5 24.4% A (4,558,599) 689,956 $4893 A
Louisville 52 19.7% A (188403) 0 $18.88 A
Manhattan 1 14.7% 6,969,740 2574416 $8228

Miami 36 15.9% 84,843 925,765 $5843 A
Milwaukee 31 17.9% A @N717 63,164 $20.10 A
Minneapolis/St. Paul 18 247% A (606,237 407,666 $29.06 A
Nashville 30 17.6% 1,001,054 1,171,000 $36.62 A
New Jersey 8 20.1% A 1269117 0 33147

Oakland 46 236% A (666,718) 0 $4858

Orange County, CA 14 14.9% A (978,865) 384,000 $34.19

Orlando 35 15.8% 306,959 0 $27.70 A
Palm Beach County 51 152% A (20,174) 0 $49.79 A
Philadelphia 13 24.8% A 512177 637,252 $3216

Phoenix 12 230% (324,328) 404,922 $3113

Pittsburgh 20 16.1% A (558,287) 1,079,396 $25.30 A
Portland 28 24.7% A (699,533 0 $3257 A
Raleigh-Durham 25 210% A (516,641 119,065 $31.74

Sacramento 27 175% A (466,656) 0 $26.16

Salt Lake City 24 237% 257,708 687,946 $26.18

San Antonio 43 18.8% A 136,031 485,762 $2871 A
San Diego 19 13.9% A (244.231) 254,584 $40.08 A
San Francisco 16 365% A (1,040,302 1,200,609 $6878

Source: USS. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q4 2024.
*Arrows indicate year-over-year change.
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Figure 10
At-a-glance office market metrics (continued)

Q4 2024

Market Size Rank Overall Vacancy YoY Change YTD Net Absorption YTD Construction Direct Avg. Asking Rent YoY Change
Rate (%) (Up/Down) (Sq. Ft.) Completions (Sq. Ft.) (S/SF/Yr, FSG) (Up/Down)

San Francisco Peninsula 34 230% A (790.279) 2118224 $84.04 A

San Jose 15 18.5% A 1,086,496 2,414,388 $62.13 A

Seattle 10 264% A (1126,848) 85,000 $4523 A

St. Louis 29 18.5% (253172) 334,000 $22.35

Tampa 32 19.9% (157.114) 0 $3137 A

Tucson 56 159% A (98,706) 0 $2185 A

Ventura County 53 17.8% A (10,723) 552,617 $29.99 A

Walnut Creek/I-680 Corridor 42 22.3% (777.463) 1,107,209 $36.52 A

Washington, D.C. 2 22.6% A (2,697,839 2,597,619 $4361

Westchester County 48 20.8% A (74,279) 316,023 $20.81

Wilmington 54 23.2% A 32,635 630,000 $27.05

us. - 18.9% A 6,540,000 24,040,000 $36.31 A

Source: USS. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q4 2024.
*Arrows indicate year-over-year change.
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