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Seattle-Tacoma’s Strong Economic Foundation
Enhances Retail Outlook Post-Pandemic

Reduced pipeline aids retail performance. The pandemic did
little to sway Seattle’s retail sector, which benefits from a decade
of robust population and income growth. Vacancy was at a 15-year
low at the onset of the health crisis and only increased 20 basis
points over the past six quarters. Asking rents continued to grow
at one of the fastest rates in the country at 6.6 percent annual
growth in the second quarter. The past year’s rent gain pushed the
market’s average asking rent up more than 20 percent since the
end of 2015, a trend that should be sustained with minimal supply
pressure on the horizon. Deliveries in the metro hit an eight-year
low over the past four quarters, and only 540,000 square feet of re-
tail space is currently under construction, which will continue to
aid availability in the second half. By the end of this year, Seattle’s
vacancy is expected to be the lowest of any major U.S. market.

Urban core faces potential headwinds. Many large employers
like Amazon, Microsoft and Google are allowing office staff to
work from home more than 50 percent of the time and will not
return to the office completely until well into the second half or
early 2022. The reduction in foot traffic could have negative im-
plications for retail fundamentals in the CBD, which observed the
largest vacancy increase and smallest rent gain in the metro over
the past year. Also, Seattle’s eviction moratorium that applies to
small businesses is scheduled to expire in September, which could
result in higher delinquencies at retail assets in the second half.
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Retail 2021 Outlook
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118,000
JOBS

will be created

EMPLOYMENT:

Total employment in Seattle-Tacoma
will increase by 6 percent this year, the
fastest pace since 1997. As of August,
the unemployment rate was at 4.8
percent, 1,210 basis points below the
pandemic high of 16.9 percent.
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360,000
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will be completed

CONSTRUCTION:
In 2021, deliveries will fall well

short of the metro’s trailing-five-year
average of 780,000 square feet. New
supply will grow the metro’s inventory
by just 0.2 percent, the region’s
smallest annual increase over the last

15 years.
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VACANCY:

Minimal supply pressure and rising
absorption levels over the second half
will allow availability to remain tight.
Vacancy will hold at 3.0 percent, only
20 basis points above the metro’s pre-

recession rate.
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4.2%
INCREASE

in asking rent

RENT:

Low vacancy along with limited supply
additions will contribute to a rise in
market rates this year. The average
asking rent will increase to $23.40 per
square foot, building off a 6.8 percent

gain from the last year.
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Rent Trends — 20 basis point increase in vacancy Y-O-Y
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E 6.6% increase in the average asking rent Y-O-Y
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17 18 19 20 21  Tight market conditions allowed for rent growth to exceed the metro’s
trailing-five-year average over the past four quarters. The average ask-
ing rent rose to $22.82 per square foot in June.
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g:rlfie;ii}raub ¢ The trading of multi-tenant assets over the past four quarters decreased
Serior Vice President, National Director by nearly 40 percent relative to the previous year. Limited inventory on
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John Chang had an average first-year return of 5.6 percent.
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deals during the past year. Buyers targeted neighborhood shopping
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centers anchored by tenants with a strong credit history.
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