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Office Demand Remains Resilient in Q1
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Note: Arrows indicate change from previous quarter.

Executive Summary

— The U.S. office market remained stable in Q1, with positive net absorption, healthy leasing
activity and relatively low levels of new supply.

— Net absorption of 2.3 million sq. ft marked the fourth consecutive quarter of positive
demand. Net absorption slowed from 10 million sq. ft. in Q4 due to a high share of renewals,
especially among large occupiers.

— Leasing activity increased by 18% year-over-year in Q1 to 54 million sq. ft., remaining above
the five-year quarterly average.
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3.3 MSF

Completions

Prime office buildings continued to outperform the overall market, recording over 2 million
sq. ft. of positive net absorption in Q1. The prime vacancy rate fell by 50 basis points (bps)
quarter-over-quarter to 14.8%, 4.2 percentage points below the overall office vacancy rate.

Office completions slowed to 3.3 million sq. ft., the lowest quarterly level since 2013.
Completions still outpaced net absorption, causing the overall vacancy rate
to increase by 10 bps quarter-over-quarter to 19%.
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X Net Absorption & Completions (MSF) Vacancy Rate (%)
Figure 1

Net absorption stays positive for fourth
consecutive quarter -

30 21

— Net absorption was positive for a fourth consecutive quarter 20
at 2.3 million sq. ft.
— The overall office vacancy rate ticked up by 10 bps quarter-over-
quarter to 19.0%, as the delivery of approximately 3.3 million 10 15
sq. ft. outpaced net absorption. However, the prime office
vacancy rate fell by 50 bps to 14.8%.
— Prime buildings continued to record positive net absorption in 0 12
Q1. Since Q12020, prime buildings have recorded 58.7 million
sq. ft. of positive net absorption versus negative 165.6 million
sg. ft. in non-prime buildings.
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Source: CBRE Econometric Advisors, Q12025.
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Figure 2
Leasing activity remained healthy

— Leasing activity increased by 18% year-over-year in Q1
to 54.2 million sq. ft. Q1 leasing also exceeded the five-year
quarterly average and was just 3% below the pre-pandemic
Q12018/2019 average.

— Growth in leasing activity among gateway markets was mixed.

Year-over-year volume increased in Manhattan, Chicago, Los
Angeles, San Francisco and Boston. It remained flat in Atlanta
and fell in Dallas, Seattle and Washington, D.C.

— Q1 lease transactions increased by 4% from the 2018/2019 Q1
average. The average lease size was 21% smaller than pre-
pandemic levels due to hybrid work, but 11% larger than the
pandemic-era low.

— Renewals accounted for about 40% of overall leasing, up from
their 31% average share in 2018/2019. Occupiers favored
renewals to avoid the cost of moving and the rising cost
of building out space.
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Note: Leasing transactions of 10,000 sq. ft. or more.
Source: CBRE Research, Q12025.
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Figure 3
Vacancy rates drop in nearly half
of U.S. markets

— Of the 58 U.S. office markets tracked by CBRE, vacancy rates
fell in 28 and increased in 29, with one unchanged.

— Gateway markets with notable quarter-over-quarter declines in
vacancy in Q1 included San Francisco (-70 bps), Atlanta
(-40 bps) and Manhattan (-40 bps). The absence of Q1 office
deliveries also contributed to the vacancy decrease
in these markets.

— Construction completions in Q1 were a factor in several of the
markets that had quarter-over-qyarter increases in vacancy
rates, including Nashville (+10 bps), Miami (+40 bps), Austin
(+40 bps) and Seattle (+50 bps).
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Note: Top 40 U.S. office markets by inventory.
*Denotes market with above US. average Q1 office completions as share of its market inventory.
Source: CBRE Research, Q12025.
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Figure 4
Prime buildings outperform in most markets

— The spread between the prime and non-prime vacancy rates
(14.8% and 19.2%, respectively) grew to 4.4 percentage
points in Q1.

— Prime office vacancy rates in most markets remained lower than
their overall vacancy rate. This reflects a strong preference for
quality 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.

— Among the largest office markets, prime vacancy rates were
lowest in Midtown Manhattan (7.1%) and Boston (10.8%). Due to
strong demand and limited new prime construction, tenants will
soon need to consider moving into a lower-quality tier or
relocating to other submarkets.
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Note: 20 largest prime office markets.
Source: CBRE Research, Q12025.
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Figure 5
Sublease availability continues to fall

— Auvailable sublease space decreased to 3.7% of total office
inventory in Q1, down by 70 bps from a year ago. This decline
is attributed to a combination of lease expirations
and new sublease transactions.

— The 154 million sq. ft. of available sublease space was down
by 20% from its peak in Q2 2023 but remained significantly
higher than the 96 million sq. ft. in Q12020.

— About half of the available sublease space is considered vacant
and is included in the overall vacancy rate of 19.0%.
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Source: CBRE Econometric Advisors, Q12025.
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Figure 6 Index (100 = 2018/19 Averages) Leasing Activity Index
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Source: CBRE Research, Q12025.
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Figure 7
Construction pipeline further slows

— Only 22 million sq. ft. was under construction in Q1 2025,
with just over 50% of it preleased. The construction pipeline
represents less than 0.5% of total U.S. office inventory and
is just 18% of the construction total in Q12020.

— Cleveland (3.2%), Austin (2.9%), Nashville (1.9%), Miami (1.3%)
and Charlotte (1.2%) have the most space underway as a share
of their overall inventory. These markets may experience near-
term increases in vacancy once these office projects deliver,
although many of these markets have seen high demand over
the past few years.

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

— The thinning construction pipeline will make it challenging
for tenants to find prime space in some markets, which should
help to stabilize the overall vacancy rate. Completions are
expected to fall to just 15 million sq. ft. this year, marking the
lowest annual total since 2012 and representing only one-third
of the long-term annual average.
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Source: CBRE Research, Q12025.
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Figure 8
Annual office-using employment growth
by metro

3%

— Office-using job growth was flat year-over-year in Q1.

— Structural and cyclical changes have loosened the once strong
correlation between employment and space demand. While
continued job growth and a better understanding of the long- 1%
term impact of hybrid work support future leasing activity,
near-term macroeconomic uncertainty may prompt some
occupiers to delay leasing decisions.

— Average occupied office space per employee was unchanged 0%

at 147 sq. ft. in Q1, down by 9% from the 2018/2019 average.

— Charlotte (2.7%), Raleigh (2.0%) and Austin (1.9%) saw the
highest year-over-year growth in office-using employment, aw
driven by professional & business services in Charlotte and
Raleigh, and financial services in Austin. Above-average job
growth has spurred construction activity in these markets.
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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, Q1 2025.
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Figure 9
Spread between asking & taking rents
atrecord high

— Average asking rent ticked up by less than 1% to $36.09 per sq.
ft. in Q1. Average asking rent was only 1.4% above its Q12020
level but when adjusted for inflation was 17.9% lower.

— Tenants maintained negotiating power, particularly in Class B/C
buildings, amid historically high vacancy. The discount between
average asking and taking rent remained at 11.1% in Q1.

— Landlords continued to offer generous tenant improvement
allowances and free-rent periods that limited effective rent
growth, especially in Class B/C assets.
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Source: CBRE Econometric Advisors, Q12025.
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Figure 10
At-a-glance office market metrics

Q12025

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

Atlanta 9 26.7% 0 $32.84 A
Austin 21 24.5% A 264,290 $48.80 A
Baltimore 22 20.7% A 687,985 $26.88 A
Boston 7 19.4% A 0 $48.44 A
Charlotte 23 24.7% A 0 $35.05 A
Chicago 3 271% A 0 $37.38 A
Cincinnati 41 215% 43,000 $20.28

Cleveland 44 16.5% A 125,000 $19.53 A
Columbus 33 21.7% 0 $22.27 A
Dallas-Ft. Worth 4 27.2% A 57,254 $32.28 A
Denver 1 26.8% A 65,000 $33.81 A
Detroit 17 19.9% A 0 $20.57 A
Fairfield County, CT 39 24.7% 0 $36.64 A
Ft. Lauderdale 51 18.7% 0 $41.21 A
Greenville 58 12.2% 0 $26.33 A
Hartford 45 24.2% A 0 $21.44 A
Honolulu 56 11.0% 0 $42.18 A
Houston 6 24.2% A 0 $31.87

Indianapolis 40 20.0% 0 $22.31

Inland Empire 50 7.7% 0 $24.57

Jacksonville 47 24.6% A 19,000 $23.15 A
Kansas City 25 18.6% A 0 $23.22 A
Las Vegas 34 13.2% 0 $31.82 A

*Arrows indicate year-over-year change.
Source: U.S. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q12025.
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Figure 10
At-a-glance office market metrics (continued)

Q12025

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

Long Island 35 13.7% 0 $30.69 A
Los Angeles 5 24.6% A 0 $48.96 A
Louisville 53 19.7% A 0 $19.02 A
Manhattan 1 14.3% 0 $82.47

Miami 37 15.3% A 266,000 $62.35 A
Milwaukee 31 18.3% A 0 $20.16 A
Minneapolis-St. Paul 18 24.5% A 0 $29.04 A
Nashville 30 17.6% 422,000 $36.61 A
New Jersey 8 19.9% A 0 $32.05 A
Oakland 46 23.0% A 0 $45.71

Orange County, CA 14 15.3% A 0 $34.12

Orlando 38 16.7% A 0 $27.68 A
Palm Beach County 52 15.3% A 0 $52.35 A
Philadelphia 13 25.1% A 0 $32.20

Phoenix 12 221% 0 $29.99

Pittsburgh 20 16.2% A 0 $26.68 A
Portland 29 24.6% A 0 $32.89 A
Raleigh-Durham 24 21.3% A 0 $31.36

Sacramento 27 18.1% A 0 $26.04

Salt Lake City 26 23.7% 0 $26.21

San Antonio 43 19.9% A 0 $29.00 A
San Diego 19 14.2% A 0 $39.96 A
San Francisco 16 35.8% 0 $68.63 A

*Arrows indicate year-over-year change.
Source: US. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q12025.
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Figure 10
At-a-glance office market metrics (continued)

Q12025

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

San Francisco Peninsula 36 24.3% A 0 $7813

San Jose 15 18.3% 0 $65.88 A

Seattle 10 26.9% A 243,917 $46.16 A

St. Louis 28 18.3% 0 $22.21

Tampa 32 20.1% 16,000 $31.84 A

Tucson 57 16.2% (0] $23.82 A

Ventura County 54 18.7% A 0 $30.75 A

Walnut Creek/I-680 Corridor 42 22.7% A 0 $36.50 A

Washington, D.C. 2 22.4% A 0 $43.53

Westchester County 49 20.5% A 0 $29.78

Wilmington 55 23.8% 86,780 $27.1 A

U.S. - 19.0% A 3,307,000 $36.09 A

*Arrows indicate year-over-year change.
Source: US. national totals provided by CBRE Econometric Advisors, all other figures compiled by CBRE Research, Q12025.
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© Copyright 2025. All rights reserved. This report has been prepared in good faith, based on CBRE's current anecdotal and evidence based views of the commercial real estate market. Although CBRE believes its views reflect market conditions on the date of this presentation, they are
subject to significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are opinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections
and analyses, and actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no obligation to update its views herein if its opinions, projections, analyses or market circumstances later change.

Nothing in this report should be construed as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all
liability for securities purchased or sold based on information herein, and by viewing this report, you waive all claims against CBRE as well as against CBRE's affiliates, officers, directors, employees, agents, advisers and representatives arising out of the accuracy, completeness,
adequacy or your use of the information herein.
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