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Life Sciences Demand Grows

B Life sciences is the one subsector of office that has not struggled in the last 18 months. On the con-
trary, the life sciences industry has grown more rapidly during the pandemic than it had beforehand.

B The groundbreaking implementation of mMRNA technology in COVID-19 vaccines has opened the door
to treatments for a wide range of ailments, from HIV to cancer to heart disease. This has led to a
wave of capital, both public and private equity, looking to invest in life sciences firms. A recent report
from Cushman & Wakefield estimated that $70 billion was invested in life sciences companies in
2020, a 93% increase over the previous high, set in 2018, and it projected that record will be exceeded
againin 2021.

B Life sciences firms are highly concentrated in a handful of markets: Boston, San Francisco, the Bay
Area and San Diego host nearly half of all lab space based on square footage nationwide. Boston
alone accounts for a quarter of national lab space, thanks to the presence of universities like the
Massachusetts Institute of Technology and Harvard University that provide not only opportunities
for research partnerships but a large pool of qualified graduates annually. Developers are rushing
to add space in the market, with 7.2 million square feet of new lab space under construction and an
additional 11.6 million square feet in the planning or prospective stages. These figures don't include
planned conversions such as 401 Park, a property purchased for $1.2 billion earlier this year by Alex-
andria Real Estate Equities, which announced plans to build out the property as a life sciences hub.

B The rapid rise in demand for these properties is spurring development in markets not thought of as
life sciences hubs. The markets with the majority of lab space also have some of the highest office
rents and costs of living, and as the industry continues to grow, firms may look to move into highly
educated secondary markets in search of qualified employees and cheaper leases. Some markets are
already moving to develop life sciences hubs around campuses and medical facilities. In Pittsburgh,
a Ford Motor plant built in 1915 will be repurposed as a life sciences facility called The Assembly;
Wexford Science & Technology is working closely with the University of Pittsburgh on the $330 mil-
lion project. The Texas Medical Center in Houston is looking to launch the world's largest life sciences
campus, with the 950,000-square-foot first phase recently beginning construction in what is planned
to be more than 6 million square feet of mixed-use development.
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Listing Rates and Vacancy:
High-Quality Listings Lead to Rate Increases in Denver

B The average national full-service equivalent

listing rate for all office space was $38.72 per
square foot in August, 10 cents higher July and
a 1.2% increase year-over-year. The national
vacancy rate was 15.4%, a decrease of 10 ba-
sis points (bps) from July but up 210 bps over
August 2020.

Same-store listing rate growth was highest
in Nashville (8.9%), Los Angeles and Boston
(6.4% each). Same-store rates fell the most in
Manhattan (-4.9%) and Brooklyn (-4.8%).

B Average listing rates often reflect the quality of

assets being offered in the market rather than
underlying fundamentals. A case in point is
Denver, where rates have increased 3.3% over
the last year despite vacancies increasing 600
bps over the period. Rates have been driven
upwards by new, high-quality assets. Foremost
among these is Block 162, an A+ rated 30-floor
tower in the CBD. Currently listing more than
500,000 square feet at a triple-net rate of $36
per foot, which is a full-service equivalent rate
of more than $50, this property has pushed up

the average rate in the market.

Listings by Metro

Aug-21 12-Month Total 12-Month Price Per
Market Listing Rate Change Vacancy Change Top Listing Square Foot
National $38.72 1.1% 15.4% 210 bps
Tampa $31.01 13.1% 15.3% 370bps  Sparkman Wharf $46.50
Los Angeles $41.42 6.6% 13.5% 150 bps 100 Wilshire $108.00
Boston $34.54 6.4% 11.6% 140 bps  Central Plaza $82.00
Atlanta $29.21 6.1% 19.7% 250 bps 300 Colony Square $50.00
Miami $43.56 5.2% 14.2% 180 bps 830 Brickell Plaza $90.00
Washington DC $42.03 5.2% 15.8% 70 bps  Republic Square | $91.84
Nashville $31.30 5.2% 17.8% 750 bps  Pinnacle at Symphony Place, The $44.00
Austin $43.56 3.9% 15.9% 590 bps  Indeed Tower $74.67
Dallas $29.02 3.4% 18.9% 60 bps  Victory Commons One $58.94
Denver $30.13 3.3% 17.2% 600 bps  William Building, The $59.67
Philadelphia $29.40 2.8% 12.3% Obps  One Liberty Place $51.71
Bay Area $55.17 2.6% 18.0% 420 bps 245 Lytton Avenue $133.79
Orlando $21.93 2.3% 15.2% 290 bps  GuideWell Innovation Center $34.66
Charlotte $29.23 2.2% 15.3% 460 bps 300 South Tryon $42.00
Phoenix $27.82 2.1% 17.2% -30 bps 100 Mill $48.50
New Jersey $33.22 0.8% 18.9% -40 bps  Liberty Innovation Center $70.29
Portland $30.02 0.7% 13.1% 80 bps  Park Avenue West $48.69
Houston $30.29 0.4% 22.7% 90 bps  Texas Tower $58.40
Twin Cities $26.97 -0.5% 15.3% 450 bps Offices at MOA, The $40.00
San Francisco $69.33 -1.0% 15.4% 670 bps  Sand Hill Collection - The Quad $141.17
Seattle $36.01 -1.5% 15.7% 680 bps  City Center Bellevue $63.50
Chicago $28.08 -1.7% 16.9% 240 bps  Five One Five North State $66.02
Manhattan $83.91 -2.9% 10.8% 240 bps 550 Madison Avenue $210.00
Brooklyn $48.18 -4.8% 15.3% 190 bps  One MetroTech Center $65.59
San Diego $38.95 -8.7% 14.8% 190 bps 2100 Kettner $69.00

Source: CommercialEdge. Data as of August 2021. Listing rates are full service or “full service equivalent” rates for spaces available

as of report period. National listing rate is an average of the top 50 markets.
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Supply:
Pandemic Fails to Slow Austin Pipeline

Nationally, 38.2 million square feet of new
office supply has been completed this year.
The vast majority, 35.4 million square feet, has
been properties rated as either A or A+.

The new-supply pipeline is shrinking, with the
total square footage of new office space un-
der construction falling steadily throughout
the year. Starts have been lower than deliver-
ies in almost every market.

One market that bucks this trend is Aus-
tin, where 3.4 million square feet of new of-
fice stock has begun construction this year,
accounting for more than 10% of national
starts. Despite vacancy rates rising 590 basis
points over the last 12 months and 9.6 million
square feet (11.2% of stock) delivering since
the start of 2018, developers remain bullish on
the market. Office-using job growth in Aus-
tin leads the nation—the metro sports 21,000
more office jobs (a 6.7% increase) than it did
before the pandemic—and high-profile corpo-
rate relocations such as Tesla and Oracle have
strengthened the city's standing as a tech hub.
With an additional 13.9 million square feet
currently in the planning stages, Austin should
continue to add new stock at a robust pace for
the foreseeable future.

National New Supply Forecast
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Supply Pipeline (by metro)
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Office-Using Employment:
New York, Los Angeles Struggle Most in Recovery

B Nationally, employment in office-using sectors of
the labor market added 107,000 new jobs in the Growth by Sector
month of August, growing 4.5% year-over-year. Market
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Transactions:
Sales Activity Continues to Pick Up Steam

B Nationally, $45 billion in office transactions Sales Activity
were completed during the first eight months
of 2021. Although some investors remain ap- YTD Sales YTD Sales

. . Market Price PSF (Mil, as of 08/31)
prehensive about the sector, sales activity
. . National $287 $44,954
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Definitions

This report covers office buildings 25,000 square feet and above. CommercialEdge sub-
scribers have access to more than 10,500,000 property records and 325,000 listings for a
continually growing list of markets.

CommercialEdge collects listing rate and occupancy data using proprietary methods.

B Listing Rates—Listing Rates are full-service rates or “full-service equivalent” for spaces
that were available as of the report period. CommercialEdge uses aggregated and
anonymized expense data to create full-service equivalent rates from triple-net and
modified gross listings. Expense data is available to CommercialEdge subscribers. Na-
tional average listing rate is for the top 50 markets covered by CommercialEdge.

B  Voacancy—The total square feet vacant in a market, including subleases, divided by the
total square feet of office space in that market. Owner-occupied buildings are not
included in vacancy calculations.

A and A+/Trophy buildings have been combined for reporting purposes.
Stage of the supply pipeline:

B Planned—Buildings that are currently in the process of acquiring zoning approval and
permits but have not yet begun construction.

B Under Construction—Buildings for which construction and excavation has begun.

Office-Using Employment is defined by the Bureau of Labor Statistics as including the
sectors Information, Financial Activities, and Professional and Business Services. Employ-
ment numbers are representative of the Metropolitan Statistical Area and do not neces-
sarily align exactly with CommercialEdge market boundaries.

Sales volume and price-per-square-foot calculations do not always include portfolio trans-
actions or those with unpublished dollar values.
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O CommercialEdge

Reliable commercial real estate data, built up over more than a decade of extensive
research. Powered by Yardi.

CommercialEdge provides the office segment's most comprehensive market intelligence
service and listing management platform, sustaining data-driven decisions.

[ @ Commeishigs ~ e+ s [F] |0 82 Key features:
p— () Continually growing nationwide coverage with 162 markets
currently included

ROMRY g (©) Researched and verified data, powered by a team of 400
experienced property research specialists

(©) Exhaustive property reports featuring data points such as
ownership, leases, sales, debt, taxes and more

(©) Building and portfolio performance overview with current
average rents, vacancy rates and maturing leases

(©) Extensively researched tenant data with an accuracy rate
two to three times higher than the industry average

() Real-time market trends based on actual transactional and
n leasing data with Yardi Market Insight

(©) Dedicated tools, including automated competitive building
sets, broker tour books and dedicated property webpages

(©) Access to the CommercialEdge Listing Network — including
CommercialCafe, PropertyShark, Point2 and CommercialSearch

Capitalize on comprehensive commercial real estate research

Nationwide property and listing data all in one place, specifically engineered for

The data presented in this report is provided by CommercialEdge.
For recent news, product updates, and additional office and industrial market reports, visit our blog.
To learn more about CommercialEdge, email us at getinfo@commercialedge.com or schedule a demo directly.



https://www.commercialedge.com/
https://www.commercialedge.com/blog/
https://www.commercialedge.com/GetDemo

Contacts

Peter Kolaczynski Matt Gleason

Manager, Commercial Senior Account Executive, Commercial
Peter.Kolaczynski@ Yardi.com Matthew.Gleason@Yardi.com

(800) 866-1124 x2410 (800) 866-1124 x7763

Doug Ressler

Manager, Business Intelligence
Doug.Ressler@Yardi.com
(800) 866-1124 x2419

DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this

publication, the information is provided “AS IS" and CommercialEdge does not guarantee, warrant, represent or under-
take that the information provided is correct, accurate, current or complete. CommercialEdge is not liable for any loss,
claim, or demand arising directly or indirectly from any use or reliance upon the information contained herein.
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