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@Market Indicator Dashboard

YoY Chg Q4-2023 Indicator

Office Market

Overview: Virginia's office market remained sluggish to close out 2023. Vacancy rates are trending up as net
absorption remains negative in most regions around the state. Even with a resilient job market, demand for
office space is lower than it was pre-2020. Return-to-office mandates, while picking up, continue to trickle in
and are often a hybrid schedule model. Nevertheless, rents held firm, rising slightly from this time last year % chg 416.0 Total Inventory
across class types. Construction activity remains anemic, and deliveries are nearly at a standstill, with just ' (sg. ft, in millions)

under 150K sq ft of new office space delivered statewide in Q4.

sq. ft

millions

o -0.4 Net Absorption
Absorption: For the second quarter in a row, there was net negative absorption in the Virginia office market (sq- ft, in millions)
at about -411,000 sq ft statewide. Despite a strong labor market and return to office policies, remote work

continues to dampen demand for office space overall. Northern Virginia was the metro area with the largest /?Ct 12.7% Vacancy Rate
amount of negative absorption with both Class A (-267,000 sq ft) and Class B/C (-249,000 sq ft) buildings. point (%)

Hampton Roads led all regions in the state in terms of positive net office absorption (+80,000 sq ft).

S per $0.50 531.51 Gross Rent

sq. ft (S per sq. ft)

Vacancy Rate: The downturn in absorption of office space led to higher vacancy rates in Virginia this quarter.
Vacancy rates went from 12.2% in Q4 last year to 12.7% in Q4 2023 with Class A buildings contributing the .
. o ) 0 . o sq. ft New Supply Delivered
most to the rise at 18.4%. Two of the state’s smaller metro markets Lynchburg (3.6%) and Winchester (4.1%) i -1.2 0.1 (sq. ft, in millions)
millions sg. 1T, In millions
saw the lowest vacancy rates in Q4, while Northern Virginia (16.8%) and Richmond (8.5%) continue to have d

the highest office vacancy rates.

Under Construction
sq. ft 1.8 2 . 6

Rent: Statewide, office rent has continued to grow but at a slower pace with the price per square foot up 1.6% ™" (sq. ft, in millions)
from the same time a year ago. Rent for Class A space rose by 0.88% while Class B/C buildings had a 1.65%

increase in rent per square foot. The office markets with the sharpest rise in rental rate during Q4 were

Blacksburg (+12.5%) and Roanoke (+9.9%). The largest dip in office rents was in Winchester (-7.4%). llll\ Economic Indicator Dashboard

Supply+ Deliveries: Office construction fell in Virginia going from 4.41 million sq ft in Q4 2022 to 2.57 million
sq ft in Q4 2023, decreasing by 41.6%. After 1.36 million sq ft of office space was completed last year,
deliveries declined by 89.1% in Q4. Most new office construction is in the Northern Virginia and Richmond % chg 4.2 T0t3.|.10b5: Virginia.
markets, and nearly all of the newly completed space in Virginia this year was at Amazon HQ2 in Arlington. (in millions, seasonally adjusted)

MoM Chg Nov-23 Indicator

Office-Supporting Jobs, Virginia
. . % ch 1%
Office-Supporting Job Sectors (#Chg Oct-23 to Nov-23 ,seasonally adj.) e 1.1 (in millions, seasonally adjusted)
o — pct Unemployment Rate, Virginia
< 2% 0 ’
(a) § Z 2200 5,000 point 2.9% (% seasonally adjusted)
9Qe i 0 - o QoQ Chg Q3-2023
E s -200 5,500 pet T 4.9 Gross Domestic Product, U.S.
State/Local Finance & Federal Admin Prof/Tech point (% chg from prior year)
Govt Insurance Govt Services Services

Source: CoStar (data accessed January 5, 2024), U.S. Bureau of Labor Statistics, Bureau of Economic Analysis, Virginia REALTORS®
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Office Market - Absorption & Construction Trends

VI R G I N IA (Statewide)

Net Absorption (sq. ft)
3,000,000
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sq. ft
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Q4-2023 Net Absorption by Metro Area (sq ft)

sq. ft
Hampton Roads 80,365
Roanoke MSA 39,350

Lynchburg MSA 17,772

Richmond MSA 6,280
Winchester MSA 3,022

Harrisonburg MSA -1,844
Blacksburg MSA -6,876
Charlottesville MSA -22,777
Northern VA -516,108

Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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Under Construction & Net Deliveries (sq. ft)
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Gross Rent (s per sq. ft)

BALL ECLASSA CLASS B/C

S per sq. ft

PR

2021 Q1 2021 Q2 2021 Q3 2021 Q4 2022 Q1 2022 Q2 2022 Q3 2022 Q4 2023 Q1 2023 Q2 2023 Q3 . 2023 Q4
0, 0,
% Change, Gross Rent (voY % change) Q4-2023 by MSA: % Change, Gross Rent (YoY % change)
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS® 5
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Vacancy Rate (%) mALL ECLASSA © CLASS B/C
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Snapshot of Office Market Conditions Around Virginia




sq. ft

Office Market - MSA Trends

Local Market Indicator Dashboard

Total Inventory (sq. ft, millions)

Vacancy Rate (%)

Net Absorption (sq. ft)

Avg Gross Rent (S per sq. ft)

Deliveries (sq. ft)

Under Construction (sq. ft)

Q4-2023
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16.8%

(516,108)

$33.64
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9 RICHMOND MSA Net Absorption (sq. ft)
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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9 HAMPTON ROADS Net Absorption (sq. ft)
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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v R OA N OK E MSA Net Absorption (sq. ft)
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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9 CHARLOTTESVILLE MSA Net Absorption (sq.f

300,000
Local Market Indicator Dashboard 200,000
Q4-2023 YoY Chg 100,000
Total Inventory (sq. ft, millions) 9.8 %Chg d;_ 0
© (100,000)
(200,000)
Vacancy Rate (%) 8.3% p:;nts
p (300,000)
(400,000)
Net Absorption (sq. ft) (22,777) sq-ft
Vacancy Rate (%)
Avg Gross Rent (S per sq. ft 29.75 $persq.ft
g ($ per sq. ft) S 0%
49 8.3%
S 9.0% g 7:5% o
Deliveries (sq. ft) 0 0 sq. ft o
&‘E 7.0%
4.29
S 5.0% :
i f 36,811 . ft 3
Under Construction (sq. ft) 76,000 -Sqf ,;; 3.0% 1.8%
1.0%
N N N N N N N N N N N N N N N N N N N N
© © © © © © © © © © © © © © © © © © o o
Under Construction & Net Deliveries (sq. ft) bbb bS5 BRBERENINRSLLL
>q- O 0 0O 0 0O O O PO OO P O O O O O O L P O
- N O R PN W RN YR RPN RN B
800,000
Under Construction SF m Deliveries SF
700,000
600,000 $35.00 GrOSS Rent (s per sqg. ft)
: $28.72 $29.75
. 500,000 £30.00 24 65 $27.41 ,
g' 400,000 $25.00 $20.99 '
& |
300,000 g $20.00
200,000 $15.00
100,000 . ‘ ‘ $10.00
N N N N N N N N N N N N N N N N N N N N
S ECCSSSSEEREESSSSEESS =R = O = O SO ~ T ST~ T SO S ST S O S ~ N ST ~ < ~ <
O O O O O O OO F FP FRP FPFNNMNMNDNDNWWWW O U VU U O O O O KL P P FP N N NN W W W w
SEEEERERRRERREERERER SE6588620R8RR00R2E66 2

Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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9 BLACKSBURG MSA Net Absorption (sq. ft)
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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9 WINCHESTER NISA Net Absorption (sq. ft
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®
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9 HARRISONBURG MSA Net Absorption (sq. ft
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Source: CoStar (data accessed January 5, 2024), Virginia REALTORS®




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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