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Delta Variant Delays Return to Office

A return to in-person work was supposed to be right around the corner, with many firms having an-
nounced dates in September for employees to return to the offices that were abandoned in March
2020. However, the emerging delta variant of COVID-19 and a weaker-than-anticipated vaccination
rate have delayed those plans as cases and hospitalizations spike in many areas of the country.

Wells Fargo, Google, Humana and BlackRock have all moved their return-to-office dates from Sep-
tember to October, but some companies are pushing dates out even further. Amazon is now planning
to bring back employees after the new year rather than Labor Day, Lyft has moved its September
date to February, and Dell has indefinitely delayed its planned September return.

Many firms are now mandating vaccines for employees going to the office, which may allow an in-
office return in the fall as planned. Among the companies requiring vaccination for in-office employees
are United Airlines, Facebook, Alphabet, Northwestern Mutual, WalMart and Tyson Foods.

Despite the Delta variant increasing uncertainty around the future of office, there is still transaction
activity happening in the market. In Atlanta, 725 Ponce sold for $300.2 million, or an average of $807
per foot. The building—fully leased to tenants including BlackRock, Chick-fil-A and McKinsey—sold at
the highest average price per foot Yardi Matrix has ever logged in the Atlanta market. Across the
country in the Bay Areaq, LinkedIn paid $323.0 million to purchase its headquarters in Sunnyvale.
Surprisingly, weeks after this purchase was completed, LinkedIn announced that employees will be able
to work fully remote permanently. While this may seem paradoxical on the surface, it is emblematic of
a growing consensus among many large companies. Even if employees are allowed to work wherever
they choose, firms believe the physical office will continue to be part of the work equation.

Recent reporting indicates office landlords are resistant to lowering rates to attract tenants, instead
offering concessions and amenities to lure companies into signing leases. The data backs this up, as
national average full-service equivalent listing rates have been virtually unchanged since the start of
the pandemic, increasing 1.0% between February of 2020 and July of this year. With the delta variant
pushing back the beginning of a return to normal, it will be worth seeing whether landlords can stick
to their guns on this.
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Listing Rates and Vacancy:
A Plateau for Vacancy Rates

B Nationally, the average full-service equivalent

listing rate in July was $38.62 per foot, an in-
crease of 1.2% year-over-year and a two-cent
increase over June. National same-store rates
increased slightly less, at 0.9%.

The national vacancy rate was 15.5%, 190 ba-
sis points higher than July 2020 but 10 basis
points lower than the previous month. The
steep increase in vacancy rates seen through
much of the pandemic looks to be over. The
national rate increased from 12.8% in Febru-

roughly unchanged over the last four months,
with only minor month-to-month fluctuations.

Most markets covered by Yardi Matrix have
experienced a similar trend, with the upward
trajectory of vacancy rates cooling in recent
months. Only two of the top 25 markets, Seat-
tle (190 basis point increase since March) and
San Francisco (170 bps) have seen significant
increases in vacancies of late. The majority of
markets have moved less than 50 basis points
during that period.

ary 2020to 15.6% in March, but 2021 has been

Listings by Metro

Jun-21 12-Month Total 12-Month Price Per
Market Listing Rate Change Vacancy Change Top Listing Square Foot
National $38.62 1.2% 15.5% 190 bps
Los Angeles $41.62 8.1% 13.1% 90 bps 100 Wilshire $108.00
Bay Area $55.79 6.2% 18.4% 440 bps 525 University $93.00
Tampa $29.70 6.2% 15.1% 350 bps  Sparkman Wharf $46.50
Miami $43.43 5.8% 14.2% 160 bps 830 Brickell Plaza $100.00
Denver $30.25 5.5% 16.8% 520 bps  The William Building, $59.67
Austin $43.70 5.3% 16.1% 670 bps  Indeed Tower $73.67
Boston $34.81 3.9% 11.7% 190 bps 222 Third $93.00
Philadelphia $29.60 3.6% 12.1% Obps  One Liberty Place $51.71
Washington DC $42.01 3.6% 15.9% 70bps 601 Pennsylvania Avenue NW $90.00
Orlando $22.13 3.5% 15.6% 260 bps  GuideWell Innovation Center $34.66
Nashville $30.90 3.5% 18.3% 600 bps  The Pinnacle at Symphony Place $44.00
Phoenix $28.01 3.2% 17.7% -70bps  One Hundred Mill $48.50
New Jersey $33.14 2.9% 19.2% -110bps  Liberty Innovation Center $70.29
San Diego $38.90 2.4% 14.2% S50 bps 2100 Kettner 69.00
Dallas $28.66 1.6% 19.4% 110 bps  Victory Commons One $58.94
Portland $29.97 1.0% 13.8% 140 bps Park Avenue West $48.69
Atlanta $27.64 0.8% 19.9% 290 bps 300 Colony Square $50.00
Charlotte $29.00 0.5% 15.2% 450 bps  Piedmont Town Center - Building 2 $42.00
Chicago $28.12 -1.1% 16.7% 220 bps  PNC Centre at One North Franklin $62.43
Houston $30.18 -1.2% 23.5% 150 bps  Texas Tower $ 58.40
Twin Cities $26.80 -1.3% 15.5% 230 bps  The Offices at MOA $40.00
San Francisco $69.18 -1.6% 15.2% 670 bps  Sand Hill Collection - The Quad $141.17
Manhattan $83.52 -2.6% 10.9% 270 bps 550 Madison Avenue $210.00
Seattle $35.79 -3.0% 15.8% 670 bps  City Center Bellevue $63.50
Brooklyn $48.08 -4.9% 15.5% 240 bps  One MetroTech Center $65.59

Source: Yardi Matrix. Data as of July 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:
Pipeline Shrinkage Likely to Continue

Nationally, 34.4 million square feet of new
office stock has been completed so farin 2021.

A total of 157.2 million square feet of new
office supply is under construction. The un-
der-construction portion of the pipeline has
fallen by more than 7 million feet (-4.5%)
since the beginning of the year. At the rate
new projects are being started, the un-
der-construction pipeline will continue to
shrink in the coming years. Only 27.1 million
square feet of new office space had started
construction as of the end of July. By com-
parison, 87.1 million square feet was started
in 2019 and 61.7 million last year. We expect
to see this trend continue for the foresee-
able future while the office sector adjusts to
postpandemic demand.

Because the typical office project takes two to
three years to complete, deliveries will remain
elevated in the near term. Projects that had
shovels in the ground before COVID upended
the office industry will continue to be com-
pleted through 2023. The pandemic's impact
on office development won't begin to cause
a noticeable drop in new stock added to the
market until 2024 or 2025.

National New Supply Forecast
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Source: Yardi Matrix. Data as of July 2021
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Market
National
Austin
Nashville
Charlotte
Boston
Brooklyn
Seattle

San Francisco
Manhattan
Portland
Miami

San Diego
Los Angeles
Atlanta

Bay Area
Houston
Philadelphia
Dallas
Washington DC
Phoenix
Chicago
Orlando
Tampa
Twin Cities
Denver

New Jersey

Under

Construction

157,190,652
9,053,418
3,184,666
3,852,072

12,265,824
2,009,010
7,038,050
7,043,198

20,652,270
2,482,040
2,757,643
2,931,893
8,288,939
5,308,207
4,801,483
5,514,554
3,662,087
5,268,935
5,747,211
1,889,869
4,091,128

686,500
608,660
892,335
1,058,757
567,271

Supply Pipeline (by metro)
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Construction
% Stock
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2.3%
2.3%
2.1%
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1.4%
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0.7%
0.3%

Source: Yardi Matrix. Data as of July 2021
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Office-Using Employment:
Jobs Not Likely to Fully Recover Until Mid-2022

B Nationally, office-using employment sectors G
rowth by Sector
added 106,000 jobs in the month of July, growing Y

by 4.9% year-over-year. However, there are still Market 38&
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. e —————
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al release, shows only nine of the top 50 markets Bé’::ar:: SE—— Secer
covered by Yardi Matrix have fully recovered to Twin Citics mmmm— B Finonciol Activities
prepandemic levels. Salt Lake City (5.4% more Houston I I information _ _
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office jobs than February of 2020), Austin (4.3%)
and San Antonio (4.1%) have been the best-per-
forming markets.
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Transactions:
CBD Prices Fall but Urban Submarkets Flourish

Source: Yardi Matrix. Data as of July 2021
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B Through July, Yardi Matrix logged $36.9 bil- Sales Activity
lion of office transactions. While volume is
i YTD Sales YTD Sales
low compored t.o the years preceding th,e Market Mz (Mil. as of 07/31)
pandemic, 2021 is on pace to surpass 2020's —
$61.6 billion. Nationa $288 $36,918
Bay Area $584 $4,817
. - . Bost 512 2,475
B The average sale price of buildings in central oston $ 3
. S = . Manhattan $1,192 $2,401
business districts has fallen precipitously this )

X K San Francisco $723 $2,137
year. After peaking at $400 per foot in 2019, E—— $465 $1761
CBD prices fell to $379 in 2020 gnq to $284 Dallas $251 $1.543
this year. While some may think this signals the Miami $312 $1.498
death of the city, prices in urban submarkets Atlanta $220 $1.465
(defined as outside the CBD but within the Los Angeles $343 $1,331
urban core) have grown from $399 per foot in New Jersey $174 $1,279
2019 to $511 this year. - $213 $1,208

. Washington DC $271 $1,165
Sales by Location Austin $497 $994
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DL Source: Yardi Matrix. Data as of July 2021
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Source: Yardi Matrix; Data as of July 2021
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Definitions

This report covers office buildings 50,000 square feet and above. Yardi Matrix subscribers
have access to more than 8,000,000 property records and 250,000 listings for a continually
growing list of markets.

Yardi Matrix 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. Yardi Matrix uses aggregated and ano-
nymized expense data to create full-service equivalent rates from triple-net and mod-
ified gross listings. Expense data is available to Yardi Matrix subscribers. National av-
erage listing rate is for the top 50 markets covered by Yardi Matrix.

B \Vocancy—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 Yardi Matrix 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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Active in 115 markets a
70,000 properties

loans, maturity dates, lenders and or

Pierce the LLC with true ownership and
contact info

Gain new supply pipeline information at the
asset, competitive set and market level

Benchmark performance to similar assets

Access trend reports on sales, lease and
isting comps as well as portfolios of owners,




Contacts

Peter Kolaczynski Rob McCartney

Manager, Commercial Sales Manager, Matrix
Peter.Kolaczynski@Yardi.com Rob.McCartney@Yardi.com
(800) 866-1124 x2410 (800) 866-1124 x2412

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

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document") is protected by copyright, trademark and other
intellectual property laws. Use of this document is subject to the terms and conditions of Yardi Systems, Inc. dba Yardi
Matrix's Terms of Use (http://www.yardimatrix.com/Terms) or other agreement including, but not limited to, restrictions
on its use, copying, disclosure, distribution and decompilation. No part of this document may be disclosed or reproduced
in any form by any means without the prior written authorization of Yardi Systems, Inc. This document may contain
proprietary information about software and service processes, algorithms, and data models which is confidential and
constitutes trade secrets. This document is intended for utilization solely in connection with Yardi Matrix publications and
for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, Yardi Matrix, and the names of Yardi products and services are trademarks or
registered trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other countries.
All other product, service, or company names mentioned in this document are claimed as trademarks and trade names by

their respective companies.
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