MARKET REPORT

OFFICE
Atlanta Metro Area

Atlanta’s Office Recovery Delayed in
Short Term by Peaking Construction Cycle

Key office drivers indicate momentum. Both demographic and
economic factors support tailwinds in the office sector. Annual
household growth reached 1.9 percent in the second quarter,
more robust than the national rate of 1.2 percent. Many of these
new households are the result of migration away from the North-
east and Midwest. The pace of household gains is projected to
rise to 2.5 percent over the next year. These new residents are
finding an increase in employment opportunities in high-paying
tech jobs as Google and Microsoft open sizable operations in
Midtown. Microsoft is hiring 1,500 spots to occupy more than
500,000 square feet at the Atlantic Yards. Beyond the tech indus-
try, other firms are moving their headquarters or hubs into the
metro due to the favorable business climate.

Development pipeline presents short-term challenge. Con-
struction will rise to the highest level since the global financial
crisis as projects planned well ahead of the pandemic are topped
off. The result is a vacancy rate that is approaching 20 percent
and could break that threshold before reversing course. Buckhead
and Midtown face the longest path forward after vacancy rose
above 25 percent at midyear. Midtown, in particular, will grapple
with nearly 1 million additional square feet under construction.
Nonetheless, these two premier office districts often sign the
largest leases, which may quickly lower available space as compa-
nies begin to expand their footprints.

Employment Trends
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Office 2021 Outlook

EMPLOYMENT:

Local firms will raise headcounts by
4.5 percent this year as the combina-
tion of reopening and migration pro-
vide tailwinds. Job gains in traditional
office-using roles reach 3.0 percent
with the addition of 24,000 positions.
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CONSTRUCTION:

Completions increase substantially
in 2021 as inventory expands by 1.9
percent. Over the previous five years,
average annual deliveries were 2.6

million square feet.
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increase in vacancy

VACANCY:

Although net absorption turned
positive in the second quarter, the
impact of new construction will push
up vacancy to 19.7 percent in 2021. The
rate climbed 320 basis points last year
as demand fell due to the health crisis.
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in asking rent

RENT:

As competition for tenants rises, the
average asking rent is projected to
retreat to $24.04 per square foot,
returning to levels last recorded in
the third quarter of 2019. In 2020, the

average rent inched up 1.7 percent.
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290 basis point increase in vacancy Y-O-Y
Rent Trends
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in June resulted in asking rent inching up to $25.04 per square foot.
 In the CBD, the average asking rent ticked 1.3 percent higher over the
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ourcessostar troup, fnes Real LaptatAnaives sitioned to weather the downturn. As a result, the average sales price
increased 6 percent year over year in June to $214 per square foot. The
mean size of buildings that changed hands declined by approximately
IPA Office . 35 percent as re-leasing concerns heightened.
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The information contained in this report was obtained from sources deemed to be reliable. Every effort was made to obtain accurate and complete information; however, no representation, warranty or guarantee,
express or implied, may be made as to the accuracy or reliability of the information contained herein. Note: Metro-level employment growth is calculated based on the last month of the quarter/year. Sales data
includes transactions sold for $1 million or greater unless otherwise noted. This is not intended to be a forecast of future events and this is not a guaranty regarding a future event. This is not intended to provide specific
investment advice and should not be considered as investment advice. Sources: IPA Research Services; Bureau of Labor Statistics; CoStar Group, Inc.; Real Capital Analytics
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