
Offices Begin to Welcome Back Some Tenants; 
Investment Activity Continues to Steadily Improve

Companies commence reoccupying office space. The wide-
spread release of vaccines in the spring and the related economic 
reopening paved the way for more employees to return to offices, 
lifting space demand. After 18 months of negative net absorption, 
the amount of occupied space increased in the second quarter. 
Organizations that took up large floor plans this year include 
Lockheed Martin and BP. Overall, leasing was most prevalent in 
suburban areas, particularly in the Colorado Boulevard-Glendale 
area as well as in North and Northeast Denver. The latter submar-
ket was the only part of the metro where availability contracted 
on an annual basis. Vacancy is also below the market average in 
Aurora and Midtown, which has encouraged annual rent growth 
exceeding 5 percent in those areas. 

Higher case count clouds outlook downtown. While the num-
ber of workers in traditional office-using fields has nearly recov-
ered to a pre-recession level, the timeline for those employees to 
fully return to offices is less clear. Uncertainty is most prevalent 
within the central business district, reflected in softening demand 
and property fundamentals. Vacancy in Denver’s CBD has steadi-
ly increased since the onset of the pandemic, topping 26 percent 
in June. Although the spread of coronavirus variants has delayed 
some office reopening plans, several firms remain confident in 
the future of downtown locations, including Deloitte and JPMor-
gan, which leased space in LoDo earlier this year.

Office 2021 Outlook

* Forecast

CONSTRUCTION:

VACANCY:

RENT:

The volume of office deliveries 
is anticipated to climb to a three-
year high in 2021 with a 1.3 percent 
expansion to inventory. Downtown 
and Southeast Denver will welcome 
the most new space this year.

Less office space is expected to be 
vacated this year relative to 2020, 
which will lead to a smaller jump 
in the vacancy rate. At 20.0 percent, 
availability will nevertheless be at its 
highest point in at least 15 years.

Additional space available for lease, 
as well as some delays in office 
reopenings, will weigh on asking 
rents this year. By the end of 2021 
the marketed average rate will have 
decreased to $23.74 per square foot.

EMPLOYMENT:
The creation of roughly 65,900 jobs 
through the first eight months of 
the year places the metro on track to 
record employment growth of 6.6 per-
cent in 2021. Approximately 16,000 of 
those positions will be in traditionally 
office-using roles, a 3.6 percent gain.
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* Forecast ** Through 2Q

CONSTRUCTION

RENT

• Vacancy has continued to trend up since the onset of the pandemic, al-
though the quarterly pace of change has slowed. The rate rose 30 basis 
points between March and June to 19.8 percent.

• Availability is highest in the CBD, up 740 basis points year over year to 
26.3 percent versus a suburban vacancy rate of 17.7 percent.

• The pace of development more than doubled over the past year ended 
in June, driven primarily by the completion of about 1.3 million square 
feet in the second quarter alone.

• More than 900,000 square feet opened in Downtown Denver in the 
second quarter, led by the 606,000-square-foot Block 162 office tower.

• Although the average asking rate initially rose during the pandemic, 
likely affected by higher-quality space coming to market, rents con-
tracted in the second quarter of this year.

• The metro average fell to $23.77 per square foot, driven by a 3.2 percent 
annual drop in the CBD. Rates were about flat in the suburbs.

VACANCY

2Q21 — 12-Month Period 

450

0.8%

2,335,000

Investment Highlights
• More office assets changed hands in the second quarter than in any 

three-month period since the pandemic began. Overall sales activity for 
the past 12 months was about on par with the previous year. 

• Despite uncertainty propagated by the health crisis, sale prices for 
assets traded over the past year modestly improved. The average sale 
price inched up 1 percent year over year to $220 per square foot in June, 
while the mean cap rate stayed the same at 6.7 percent. Yields did drop 
below 6 percent for some Class A and B trades.

• Investors continued to focus more on Southeast Denver relative to 
other submarkets. Entry costs were generally below the market average 
with first-year returns in the mid-6 percent to mid-7 percent zone. Sev-
eral multi-property transactions also boosted sales velocity in Broom-
field, which had seen little activity in recent years.

• Medical office buyers are looking most often in Southeast Denver, 
Broomfield and Aurora, keeping sales velocity about stable annually.

                         sq. ft. completed

          basis point increase in vacancy Y-O-Y

             decrease in the average asking rent Y-O-Y

Sources: CoStar Group, Inc.; Real Capital Analytics

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
© Marcus & Millichap 2021 | www.ipausa.com

IPA Office

Alan L. Pontius
Senior Vice President, National Director

Tel: (415) 963-3000 | apontius@ipausa.com

For information on national office trends, contact:

John Chang
Senior Vice President, National Director | Research Services

Tel: (602) 707-9700 | jchang@ipausa.com

Supply and Demand

C
om

pl
et

io
ns

/A
bs

or
pt

io
n 

(M
ill

io
ns

)

Completions Vacancy Rate

A
ve

ra
ge

 A
sk

in
g 

R
en

t p
er

 S
q.

 F
t.

Rent Trends

Sales Trends

A
ve

ra
ge

 P
ri

ce
 p

er
 S

qu
ar

e 
Fo

ot

V
acancy R

ate

-6

-3

0

3

6

21*20191817
12%

14%

16%

18%

20%

Net Absorption

Average Rent Y-O-Y Percent Change

Y
-O

-Y
 P

ercent C
hange

$21

$22

$23

$24

$25

21*20191817
-2%

0%

2%

4%

6%

Average Price Average Cap Rate

A
verage C

ap R
ate

$180

$190

$200

$210

$220

21**20191817
6.0%

6.5%

7.0%

7.5%

8.0%

Employment Trends

Y
-O

-Y
 P

er
ce

nt
 C

ha
ng

e

United StatesMetro

-8%

-4%

0%

4%

8%

21*20191817


