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Retail Sector Reaches Recovery Inflection Point;
Out-Of-State Buyers Supporting Subdued Trading

First signs of positive absorption emerge. The second half of 2021 provided the first significant
glimpse of recovery for the Steel City’s retail sector, as businesses began filling vacant stock. This
leasing activity pushed quarterly net absorption above 100,000 square feet for the first time since
2018. While large retailers like JCPenney have reduced their footprints in the metro, others like
Dick’s Sporting Goods and Dollar Tree have steadily increased their presence. At the same time,
local health retailer GNC was able to avoid significant closures, even after filing for bankruptcy last
year. Developers sharply cut down on projects in 2021, as a result of these headwinds. Even with
an acceleration in 2022, less space will be delivered than the trailing five-year average of 400,000
square feet. Even though the market will remain well below pre-pandemic performance at the end
of this year, the growing presence of STEM, especially robotics, employers is an additional positive
trend, as they provide a path toward future high-paying job creation for a metro traditionally

known for its lower-wage employment sectors.
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Supply and Demand
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Westmoreland County leads in trading volume by a large margin. The number of properties 5 o5 .
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changing hands has yet to return to pre-pandemic levels, with 2021 marginally outpacing 2020 in B <
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on average and mean sales prices usually well below the metro average of $290 per square foot. 5 14 15 16 17 18 18 20 21 22
Regional buyers have also been active elsewhere in the metro, due to entry costs being lower here
than in larger coastal cities, and both Philadelphia and Cleveland. A substantial portion of last
year’s sales volume can be attributed to this kind of buyer. Rent Trends
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Construction (4 Developers will escalate deliveries in 2022, as more than three times 3 Q
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Vacancy <9 Positive absorption returns to the metro for the first time since 2018 as
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down 20 bps firms begin to refill vacated space. This activity will induce a small drop Sources: CoStar Group, Inc. Real Capital Analytics; RealPage, Inc.
in the vacancy rate to 5.1 percent.
Rent CD The average effective rent will climb to $13.80 per square foot, building
up 3.0% on a near-12 percent gain last year. This is still roughly 2.2 percent below
the recent high established in 2018. Daniel Taub
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@ The eventual full reopening of businesses and colleges in the CBD and
Oakland submarkets should boost foot traffic and retail performance,
lifting buyer sentiment in these locations.

Metro-level employment, vacancy and effective rents are year-end figures and are based on the most up-to-date information available as of February 2022. Average prices and cap rates are a function of the age, class and geographic area of the properties trading

and therefore may not be representative of the market as a whole. Forecasts for employment and retail data are made during the first quarter and represent estimates of future performance. No representation, warranty or guarantee, express or implied may

be made as to the accuracy or reliability of the information contained herein. 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.
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