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The office market in Virginia continues to show signs of contracting, as uncertainty in the economy is giving
pause to business expansion decisions. In addition, while the prevalence of remote work has receded, most

workplaces are adopting a hybrid approach, where workers come into the office a few days a week, a model YoY Chg Q1-2023 Indicator
that in many cases requires less office space overall. Total Inventor
Y a P oo BREUEY 410,079,305 0 y

Virginia has fully recovered net jobs lost during the pandemic, and the job base has grown by nearly 42,000

jobs statewide since January of 2020. Office-supporting job sectors for the most part have been resilient, sq. ft -686,702 Net Absorption

though many of these office jobs transitioned to remote during this time. As of Feb. 2023, nearly all office- (sa. ft)

supporting job sectors are shedding jobs with the exception of Federal Government jobs. This is a recent

development, and could reflect higher lending rates, which impacts how much businesses grow. pet 12.5% Vacancy Rate
point (%)

Absorption in the office market is off to a slower start than last year in Virginia. Office net absorption is down

statewide for the third time in the last four quarters. The sharpest drop in net absorption was in the Northern ~ * P€" $31.02 Gross Rent

Virginia market. Seven metro areas around Virginia had negative office net absorption this quarter. sa-Jt (5 per sa. ft)

Office vacancy continues to climb around Virginia. At 12.5%, the statewide office vacancy rate in Q1-2023 was ~ sq. ft 162,143 :e\fltv) Supply Delivered
the highest it has been in more than five years. Northern Virginia and Richmond had the most office vacancy ¢
this quarter at 16.4% and 8.2%, respectively.

Under Construction
' i o ) 'S8 450,835 4,875,040
Despite more vacant space, office rents are climbing, but at a slower pace than previous years. Class B/C (sa. )

office rents are up 2.8% from the first quarter of last year, while Class A office rents rose 1.1% during this
same time period. The largest increase in office rent was in the Blacksburg and Harrisonburg markets this

quarter. .|||| Economic Indicator Dashboard

In Q1-2023, just a little over 160,000 square feet of office space was delivered statewide, way down from a
year ago (-91.3%). Most of the completed office space this quarter was in the Richmond market. New
construction of office space is up by about 450,000 square feet from last year and most of this new %chg IS 4.1 Total Jobs

Lo R * (in millions, seasonally adjusted)
construction is in Northern Virginia.

MoM Chg Feb-23 Indicator

) ) A % chg 1.1 Office-Supporting Jobs
Office-Su pportl ng Job Sectors (%cChg Jan-23 to Feb-23 (seasonally adj.) * (in millions, seasonally adjusted)
o — pet Unemployment Rate
om § <E[ 0.1% point 0 3.2% (% seasoI:allyadjusted)
e byt — N . QoQ Chg Q4-2022
o> e -0.4% -0.7% -0.6% pct [ 2.6 Gross Domestic Product
= All Jobs Finance & Federal Admin Prof/Tech point i - (% chg from prior year)

Insurance Govt Services Services

Source: CoStar (data accessed April 5, 2023), U.S. Bureau of Labor Statistics, Bureau of Economic Analysis, Virginia REALTORS®
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2021 Q4 2022 Q1

2022 Q2

2022 Q3

2022 Q4

a Virginia

@ REALTORS'
OFFICE

Market Report

2023 Q1

Q1-2023 by MSA: % Change, Gross Rent (YoY % change)

Blacksburg MSA
Harrisonburg MSA
Winchester MSA
Charlottesville MSA
Hampton Roads
Richmond MSA
Northern VA
Lynchburg MSA

Roanoke MSA

-5.8%

% change

22.4%




R
ginia
Q1 a REALTORS®

Office Market - Vacancy Trends

2023 | OFFICE

Market Report

VIRGINIA (Statewide)

Harrisonburg MSA 4.0%

70 020t
€0 020¢
0 020¢
TO 120t
[AOR X414
€0 120t
0 T20¢
TO ¢z0t
T0 0ot
€0 7Z0t
0 ze0t
TO €20¢

Winchester MSA 3.1%

o I \
Vacancy Rate (%) WALL WCLASSA © CLASSB/C ; ;
20.0% i i
g 15.0% = = E E i
@ = o : ® :
© B Y 1 x |
<. 10.0% S B o IS |
5 o o S 2 L 2 % ® % o | B4 w |
§ so% & R = -1 EN | E 3 2 g ! |
0.0% : :
2020Q2 2020Q3 2020Q4 2021Q1 2021Q2 2021Q3 2021Q4 2022Q1 2022Q2 2022Q3 2022Q4 i 2023Q1 |
Vacant Inventory (sq. ft Q1-2023 Office Vacancy Rate by MSA
mmm CLASS A CLASSB/C =---ALL Q1-2023
50,000,000 e m = S Richmond MSA
40,000,000 | - Charlottesville MSA
20,632,139
= 30,000,000 Hampton Roads
20,000,000 Roanoke MSA
10,000,000 Lynchburg MSA
Blacksburg MSA 4.3%
. REA

Source: CoStar (data accessed April 5, 2023), Virginia REALTORS®




N virgini
Virginia
Q1 ‘ aREALTORS’

2023 | OFFICE

METROPOLITAN STATISTICAL AREA

¢

Winchester
MSA 9
Northern
Virginia g

Harrisonburg

MSA 9

Charlottesville
MSA

9 Richmond 3
Lynchburg MSA % \ >
9 Roanoke  MSA a4 |

MSA

Blacksburg
MSA

Hampton 9
Roads %

Snapshot of Office Market Conditions Around Virginia




a Virginia

Office Market - MSA Trends Breos

OFFICE

Market Report
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Source: CoStar (data accessed April 5, 2023), Virginia REALTORS®
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Source: CoStar (data accessed April 5, 2023), Virginia REALTORS®
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Source: CoStar (data accessed Apri 023), Virginia REALTORS®
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v LYNCHBURG MSA Net Absorption (sq. ft)
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Source: CoStar (data accessed April 5, 2023), Virginia REALTORS®



Office Market - MSA Trends Ql Ristio

2023 | OFFICE

Market Report

@ CHARLOTTESVILLE MSA Net Absorption (a. 1

300,000
Local Market Indicator Dashboard 200,000
Q1-2023 YoY Chg 100,000
o — 0 —
Total Inventory (sq. ft, millions) 9.5 ML % chg “;_ NN N o N N e N oo ) Y
T oooon) 8528888888883 EREEREE
o] (o] [oe] e} Vo] [(e} e} o o o o = = = N N N N w
Vacaney e 5 o BB, 0 cReeeReezeReReReE@eRReRS
points (300,000)
(400,000)
Net Absorption (sq. ft) 22,064 sq.fl‘
Vacancy Rate (%)
Avg Gross Rent ($ per sq. ft) $29.06 $per sq. ft 10.0% 9.1%
9.0%
g 8.0%
Deliveries (sq. ft) 13,690 -283,310 N3 o 7.0%
£ 6.0%
3 5.0%
) & 4.0%
Under Construction (sq. ft) 73,499 -7,190 B¥i3 g 30%
> . (]
2.0%
1.0%
N N N N N N N N N N N N N N N N N N N N
5 S EEES = SCHNC S CES S Sl S S
1 iveri 0 00 O LW LU L VU O O O O kFr K P kP N N N N W
Under Construction & Net Deliveries (sq. ft) 233523 S SEES S SR - Sl S o
N w B [l N w B [l N w H [ ] N w H [l N w B [l
800,000
Under Construction SF M Deliveries SF
700,000
600,000 $35.00 Gross Rent (S per sq. ft)
’ $29.06
& 500,000 $30.00 $26.00 $27.78
5 400,000 _ $25.00 $20.58
300,000 G $20.00
100,000 . ‘ ‘ $10.00
R EEEEE R L
gggggggggggg;ggggggg © ® ® O © © VW O © © O B kB B B N N NN ®
SERRRERRRRRRRERRRERR P2RREERRRERR2RRERRRBRRE

Source: CoStar (data accessed April 5, 2023), Virginia REALTORS®
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9 BLACKSBURG MSA Net Absorption (sq. ft)
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9 WINCHESTER MSA Net Absorption (sq. ft)
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9 HARRISONBURG MSA Net Absorption (sq. ft)
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The Virginia REALTORS® association is the
largest professional trade association in
Virginia, representing 38,000 REALTORS®
engaged in the residential and commercial
real estate business. The Virginia
REALTORS® association serves as the
advocate for homeownership and private
property rights and represents the interests
of real estate professionals and property
owners in the Commonwealth of Virginia.

NOTE: The term REALTOR?® is a registered
collective membership mark that identifies
a real estate professional who is a member
of the National Association of REALTORS®
and subscribes to its strict code of ethics.

All inquiries regarding this report may be
directed to:

Robin Spensieri

Virginia REALTORS® Vice President of
Communications and Media Relations
rspensieri@virginiarealtors.org
404-433-6015

Data and analysis provided by Virginia
REALTORS® Chief Economist.

The numbers reported here are based on
data from CoStar.
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