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The Coworking Rebound

B In the early days of the pandemic, some speculated that shared space was dead. Most historically
office-based employees were working from home and remained averse to sharing space with others
coming out of a pandemic. Today, however, as the pandemic wanes and vaccines have proved effec-
tive at preventing serious illness, coworking has reemerged as a viable alternative. Shared space looks
poised to grow in the future as an option to fill the gaps left by hybrid work and a cost-saving measure
for tenants faced with inflationary and economic concerns.

B Increased demand for shared space is driving growth for the largest coworking firms. During its sec-
ond quarter earnings call, WeWork reported its occupancy rate had risen to 72% during that quarter,
equal to the pre-pandemic rate in the fourth quarter of 2019. Additionally, memberships for the
coworking company grew 33% year-over-year and are now at an all-time high. IWG—which owns
and operates Regus, Spaces and other brands—reported that it had for the first half of the year “sys-
tem-wide revenue growth of 22.3% year-on-year, driven by strong demand for hybrid working."

B CommercialEdge and CoworkingCafe estimate that there are 117.5 million square feet of shared
space, representing 1.7% of all office space. Most flex space is concentrated in a handful of markets,
with more than a third of all such inventory in the top five markets and more than half in the top 10.
Manhattan leads the way, with an estimated 15 million square feet of coworking space, nearly double
that in second place Los Angeles, which has an estimated 7.9 million square feet. Rounding out the
top five in estimated coworking footprints are Chicago (7.1 million square feet), Washington, D.C.
(6.5 million) and Dallas (5.1 million). The market with the greatest estimated square footage as a
percentage of total office inventory is Brooklyn (4.6%), followed by Miami (3.3%), Manhattan (3.1%),
Los Angeles (2.2%) and Nashville (2.4%).

B We expect that flex space will continue to grow in prominence in coming years. Small and new firms
will increasingly eschew traditional office leases for shared space as a cheaper and more flexible al-
ternative to traditional leases. Medium and large firms that have embraced remote and hybrid work
policies over the past two years will also look to coworking as a means to provide employees with
meeting spaces, quiet work areas and amenities with lower total costs than traditional office space.
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Listing Rates and Vacancy:
Charlotte's New Space Absorption

B The average full-service equivalent listing

rate was $37.75 per square foot in July, a
decrease of 2.3% year-over-year but up 17
cents over June.

The national vacancy rate was 15.1% for the
month, up 10 basis points over the past year.

Over the last 12 months, full-service rates
have risen more in Charlotte, 16.8%, than
anywhere else. The office sector in Charlotte
benefits from having a high concentration of

work is done in person rather than remote-
ly. Wells Fargo alone employs more than
27,000 workers in the market. Charlotte has
also been able to maintain one of the low-
est vacancy rates in the country—at 13.2%,
having fallen by 130 basis points over the
past 12 months—despite delivering 4.9 mil-
lion square feet (6.5% of stock) of new office
supply in 2021. While Charlotte has only de-
livered 338,000 square feet so far this year,
the market has 4.3 million square feet (5.6%
of stock) under construction.

employees in the finance sector, where most

Listings by Metro

July-22 12-Month Total 12-Month Price Per
Market Listing Rate Change Vacancy Change Top Listing Square Foot
National $37.75 -2.3% 15.1% 10 bps
Charlotte $33.62 16.8% 13.2%  -130bps  Piedmont Town Center - Building 2 $44.00
Boston $40.66 15.2% 91%  -240bps  Kendall Square at MIT - 314 Main Street  $121.60
San Diego $44.31 13.9% 12.5% -90 bps  Nautilus $95.46
Miami $47.30 8.8% 113% -270bps 830 Brickell $150.00
Atlanta $29.48 6.7% 20.1% 60 bps 300 Colony Square $52.00
Orlando $23.42 6.0% 15.0% 80 bps  Celebration Medical Center $42.40
Seattle $38.10 5.9% 15.3% -40bps  City Center Bellevue $68.00
San Francisco $66.53 5.7% 18.0% 290 bps  Offices at Springline North, The $171.96
Los Angeles $43.43 4.6% 13.0% -30bps 100 Wilshire $108.00
New Jersey $33.16 3.3% 17.1% -130bps 10 Exchange Place $55.30
Philadelphia $30.33 2.8% 13.4% 160 bps  Two Liberty Place $53.50
Brooklyn $48.99 1.7% 16.6% 120 bps  One MetroTech Center $65.59
Bay Area $56.23 1.7% 152%  -160bps 260 Homer Ave& 819 Ramona St $138.12
Dallas $29.08 1.1% 17.8% -30bps  Rosewood Court $53.43
Phoenix $27.07 0.5% 13.9% -210bps 100 Mill $52.00
Denver $30.33 0.2% 16.9% 40 bps William Building, The $59.67
Houston $30.47 -0.2% 22.9% 120 bps  Texas Tower $58.40
Portland $29.82 -1.1% 14.2% 110 bps M Financial Plaza $45.90
Nashville $30.72 -1.1% 18.9% 150 bps  Three Thirty Three $43.88
Tampa $28.74 -1.5% 14.7% -10 bps  Water Street Tampa - Thousand & One $58.00
Chicago $27.24 -3.2% 18.9% 240 bps 300 North LaSalle Drive $59.46
Austin $42.13 -3.2% 15.7% -40bps  Indeed Tower $72.67
Twin Cities $25.76 -3.9% 14.1% -120 bps Offices at MOA, The $40.00
Washington DC $39.71 -5.1% 13.9%  -140bps  One Freedom Plaza $81.83

Manhattan $71.53 -14.8% 14.0% 340 bps 550 Madison Avenue $210.00

Source: CommercialEdge. Data as of July 2022. Listing rates are full service or “full service equivalent” rates for spaces available

as of report period. National listing rate is an average of the top 50 markets.

CommercialEdge | August 2022 | 3


https://www.commercialedge.com/

Supply:
Life Sciences Sector Drives Boston

Supply Pipeline (by metro)

B Nationally, 149.5 million square feet of new

office space are under construction, according

) Under Plus
to CommercialEdge. Under Construction Planned
Market Construction % Stock % Stock
B Deliveries of new office space totaled 28.7 mil- National 149,537,468 2.2% 6.5%
lion square feet through July 2022, with near- AUESR 8,446,980 95% 25 4%
o/ : . .
!y 42 /o. in the suburbs. That share will decline Nashville 3,519,565 6.0% 16.6%
in coming years because only 31% of the new
. . . Charlotte 4,253,844 5.6% 15.7%
stock currently under construction is located in
suburban submarkets. Seattle 7,390,052 5.1% 20.2%
San Diego 4,783,701 5.0% 10.6%
B Despite the headwinds faced by the office sec- Boston 12,258,559 4.9% 11.7%
tor o.nd .gotewcny.mcxrkets, Boston's new—sug— Manhattan 20,881,874 4.3% 6.0%
ply pipeline remains robust. The largest proj-
. . Bay Area 8,072,273 4.0% 14.4%
ects under construction in Boston are towers
that broke ground before COVID-19 upended Miami 2,870,062 3.7% 8.8%
the office industry, such as the 1.4 million- San Francisco 5,438,895 3.4% 8.9%
square-foot mixed-use Winthrop Center or the Dallas 8,174,210 3.0% 93%
1 m|II|on.—squc1re—f001? redevelopment. of One Brooklyn 1185028 5 8% 7 0%
Post Office Square. Since the pandemic began,
. . Orlando 1,561,338 2.8% 8.1%
new supply in Boston has been driven by the
life sciences sector. More than 40% of all of- Houston 5,914,568 2.4% 3.8%
fice square feet under construction there are in Atlanta 4,326,155 2.2% 10.3%
buildings designated as life science space, and Philadelphia 2,791,829 15% 54%
among projects that have brokgn ground since Phoenix 1,995,545 15% 6.1%
the start of 2021, that share jumps to 55%. . .
This doesn't include properties that will devote Denver 2,261,606 14% 1%
just a portion of their space to life sciences, like Washington DC 4,859,833 1.3% 4.0%
the 950,000-square-foot Fenway Center. Portland 703,511 1.2% 6.1%
Los Angeles 2,985,071 1.0% 3.8%
National New Supply Forecast Chicago 2,555,812 0.8% 5.9%
New Jersey 1,295,651 0.7% 2.1%
oM = Forecasted
Completed Twin Cities 473,050 0.4% 2.6%
oM Tampa 225,000 0.3% 3.3%
7om Source: CommercialEdge. Data as of July 2022
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Source: Yardi Matrix. Data as of July 2022
Data in this chart includes owner-occupied properties
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Office-Using Employment:
Migration, Tech Fuel Atlanta

B Office-using sectors of the economy added G
rowth by Sector
115,000 jobs in the month of July. The Informa- y

tion and Financial Activities sectors each gained Market 3%2
13,000, while the Professional and Business Ser- National
vices sector grew by 89,000. Over the past 12 s
months, the three office-using sectors have add- Atlanta

ed more than 1.5 million jobs, an increase of 4.6%. senfrendisee
Seattle
Miami
Charlotte

B With a business-friendly climate and high levels

of domestic in-migration, Atlanta is one of the Orlando
hottest office job markets in the nation. Met- bosnocles
ro data in June shows the market added 70,000 New York
office jobs over the previous year, an increase of 5‘;15::;
8.4%. Netherlands-based electric car-charging Tampa
company Heliox chose Atlanta for its American szzz:
headquarters, and corporations like Papa John's Chicago | mu————
and Norfolk Southern have relocated their head- Fhl:m:g I—
quarters there. Further fueling office job growth, Twin Cities | — Sector
Atlanta is also an emerging tech hub, driven by Phoenix | IS I Financial Actiites
g q Washington DC I [ Information
graduates from the Georgia Institute of Technol- Pittsburch | I (] Creeecelicnr) Bt S
ogy and numerous tech incubators in the market. 0% 2% 4% 6% 8% 10%
Microsoft, Zillow and Airbnb are just a few of the YOY Office-Using Employment Growth

COIPEICS that have opened offices there. Sources: Bureau of Labor Statistics and Moody’s Analytics

Office-Using Employment Growth

QY Office-Using Employment Growth \
-3% 10% N

Sources: Bureau of Labor Statistics and Moody's Analytics

CommercialEdge | August 2022 | 5


https://www.commercialedge.com/

Transactions:
Lab Space Demand in the Bay Area

B CommercialEdge logged $51.9 billion of of- Sales Activity
fice sales through the end of July, trading at
an average sale price of $265 per square foot. Market gilzesglse; (Mi\ln;:z §?|7e/530)
As with new supply in Boston, the impact of National $265 $51,905
. . . . . Boston $440 $3,269
the life science sector is being felt in the Bay
. Manhattan $892 $3,258
Area investment market. Remote work con-

. i Bay Area $491 $3,072
tinues to be entrenched in many sectors of the Dollas—Ft Worth $181 $2.746
economy, but offices where workers perform Los Angeles $482 $2:547
functions that must be done in person remain Denver $330 $2.535
in demand. Lab space giant Alexandria Real Seattle $644 $2.343
Estate Equities made the largest acquisition Washington, D.C. $278 $2,337
in the Bay Area this year when it closed on a Atlanta $282 $1,972
Stanford Research Park campus for $446 mil- Chicago $166 $1,886
lion, an average of $1,527 per square foot. New Jersey $245 $1,833

. Houston $184 $1,811

Asset Class (price per sq. ft.) E— T 75
$400 San Diego $466 $1,582
$350 San Francisco $905 $1,155
6300 Miami $367 $1,096
Austin $373 $1,061

$250 Philadelphia $216 $942
$200 Nashville $236 $921
150 Charlotte $325 $691
Minneapolis $130 $537

$100 Tampa $282 $506
$50 Orlando $179 $447
$0 Brooklyn $533 $404

Portland $204 $98

Source: CommercialEdge. Data as of July 2022. Sales data
Source: CommercialEdge; 12-month moving average. for unpublished and portfolio transactions are estimated using

Does not include unpublished and portfolio transactions. sales comps.

Quarterly Transactions
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Source: CommercialEdge. Data as of July 2022

CommercialEdge | August 2022 | 6


https://www.commercialedge.com/
http://CommercialEdge.com

Definitions

This report covers office buildings 25,000 square feet and above. CommercialEdge sub-
scribers have access to more than 14,000,000 property records and 300,000 listings for a
continually growing list of markets.

CommercialEdge collects listing rate and occupancy data using proprietary methods.

B Listing Rates—Listing Rates are full-service rates or “full-service equivalent” for spaces
that were available as of the report period. CommercialEdge uses aggregated and
anonymized expense data to create full-service equivalent rates from triple-net and
modified gross listings. Expense data is available to CommercialEdge subscribers. Na-
tional average listing rate is for the top 50 markets covered by CommercialEdge.

B  Voacancy—The total square feet vacant in a market, including subleases, divided by the
total square feet of office space in that market. Owner-occupied buildings are not
included in vacancy calculations.

A and A+/Trophy buildings have been combined for reporting purposes.
Stage of the supply pipeline:

B Planned—Buildings that are currently in the process of acquiring zoning approval and
permits but have not yet begun construction.

B Under Construction—Buildings for which construction and excavation has begun.

Office-Using Employment is defined by the Bureau of Labor Statistics as including the
sectors Information, Financial Activities, and Professional and Business Services. Employ-
ment numbers are representative of the Metropolitan Statistical Area and do not neces-
sarily align exactly with CommercialEdge market boundaries.

Sales volume and price-per-square-foot calculations for portfolio transactions or
those with unpublished dollar values are estimated using sales comps based on similar
sales in the market and submarket, use type, location and asset ratings, sale date and
property size.
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O CommercialEdge

Reliable commercial real estate data, built up over more than a decade of extensive
research. Powered by Yardi.

CommercialEdge provides the office segment's most comprehensive market intelligence
service and listing management platform, sustaining data-driven decisions.

[ @ CommercclEdge  mma s sm. [Toem]  © - Key features:

s000sresuns [ () Continually growing nationwide coverage with 162 markets
currently included

ROMRY g (©) Researched and verified data, powered by a team of 400
experienced property research specialists

(©) Exhaustive property reports featuring data points such as
ownership, leases, sales, debt, taxes and more

(©) Building and portfolio performance overview with current
average rents, vacancy rates and maturing leases

(©) Extensively researched tenant data with an accuracy rate
two to three times higher than the industry average

() Real-time market trends based on actual transactional and
n leasing data with Yardi Market Insight

(©) Dedicated tools, including automated competitive building
sets, broker tour books and dedicated property webpages

(©) Access to the CommercialEdge Listing Network — including
CommercialCafe, PropertyShark, Point2 and CommercialSearch

Capitalize on comprehensive commercial real estate research

Nationwide property and listing data all in one place, specifically engineered for

The data presented in this report is provided by CommercialEdge.
For recent news, product updates, and additional office and industrial market reports, visit our blog.
To learn more about CommercialEdge, email us at getinfo@commercialedge.com or schedule a demo directly.
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Media Contact
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DISCLAIMER

Although every effort is made to ensure the accuracy, timeliness and completeness of the information provided in this

publication, the information is provided “AS IS" and CommercialEdge does not guarantee, warrant, represent or under-
take that the information provided is correct, accurate, current or complete. CommercialEdge is not liable for any loss,
claim, or demand arising directly or indirectly from any use or reliance upon the information contained herein.

COPYRIGHT NOTICE

This document, publication and/or presentation (collectively, "document") is protected by copyright, trademark and

other intellectual property laws. Use of this document is subject to the terms and conditions of Yardi Systems, Inc. dba
CommercialEdge's Terms of Use (https://resources.yardi.com/legal/commercialedge/commercialedge-terms-of-service/) or
other agreement including, but not limited to, restrictions on its use, copying, disclosure, distribution and decompilation. No
part of this document may be disclosed or reproduced in any form by any means without the prior written authorization of
Yardi Systems, Inc. This document may contain proprietary information about software and service processes, algorithms,
and data models which is confidential and constitutes trade secrets. This document is intended for utilization solely in
connection with CommercialEdge publications and for no other purpose.

Yardi® Yardi Systems, Inc., the Yardi Logo, CommercialEdge, and the names of Yardi products and services are trade-
marks or registered trademarks of Yardi Systems, Inc. in the United States and may be protected as trademarks in other
countries. All other product, service, or company names mentioned in this document are claimed as trademarks and trade
names by their respective companies.
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