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Office Market

2004 started with a definite increase in activity. More tenants began to realize that they had to plan for space needs regardless of what the economy was forecasting. The incentives offered to tenants were so good that most wanted to lock in rates for as long as possible. For 2005, the Columbus MTA office market is beginning to stabilize. A combination of increased activity and concern over rising interest rates has resulted in an increase in absorption and a decrease in new construction. Landlords are beginning to be a little more aggressive regarding rates. While Brokers have enjoyed large fees the past four years, it is safe to predict that you'll see a decrease in compensation and in increase in rates/sf. While tenant improvements are primarily done on a turn-key basis (to compete) the increased activity will also result in more transactions contingent upon tenant improvement allowances.  

Call centers are more in demand then ever before. Buildings specializing in call center needs are beginning to pop up around the central Ohio Area. This is again a reflection that the market is turning. The three "hot areas" continue to be Polaris, Easton and The Arena District. They are sub markets (in other submarkets) meaning rates and vacancies do not follow the ordinary patterns in Central Ohio. The CBD is still suffering and will continue to suffer for at least two more years.  Literally One Million square feet vacated "Capital Square" and relocated to The Arena District. This vacancy combined with the market resulted in downtown vacancy rates of almost 28%. Ironically, the developers that created the Arena District are purchasing the depressed buildings on Capital Square at very aggressive prices because of the vacancy  they created. Some call it good business while others call it poor planning.

Current vacancy for Columbus MTA about 22%. This is down from the beginning of the year (26%). There isn't any primary impact of the existing sublease market. One large transaction that will effect the 2005 absorption rate is the announcement of Lane Bryant leasing 135,000sf in the Easton Area sometime in the first quarter.

Class B and C continues to be a struggle. This market will recover, but it is primarily going to be a function of time. Class A rates have been so low, for so long that many class B tenants were able to move into class "A" spaces that they normally couldn't afford.  This results in extremely high vacancy rates for Class B and C. It is estimated that 25% to 30% of Class B and C office buildings in Columbus MTA are vacant  and it will take at least 36 months to stabilize. Many Class A and B Landlords are offering very aggressive rates, moving expenses and high fees to brokers to fight this trend. 

Class A rates for 2005 should stabilize at $16.50 to $18.00/sf (full service). Rates for Class B and C will fluctuate drastically (depending on location) but will average out to be approximately $10/sf to 15/sf (full service).
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Build on the power of our network.TM  Over 300 offices worldwide.  www.naiglobal.com
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