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OFFICE SUBLEASE VACANCY

Q1 2021

Moving Towards a Post-
Pandemic World:

Over the past year, office employees have
been largely working remotely, and
occupiers have been minimizing any new
long-term real estate decisions. The
economy is beginning to open-up as
vaccinations increase, and companies are
setting firmer targets for workers to return
to the office. During the second half of
2021, expect most companies to have
workers back in the office at least part-
time. As this plays out, companies will
begin to have a clearer picture of how
much space they will need over the next
few years.

Occupier Uncertainty Leads
to More Sublease Space:

In the meantime, sublease space
continues to be added to the market. Total
North American sublease space climbed
to 138 million square feet (msf) after
13.8 msf of new space came online during
Q1 2021. Across 83 markets tracked by
Cushman & Wakefield, office sublease
space is up 87% year-over-year (YoY).

Canada: +116% (+7.4 msf)
Mexico: +569% (+0.9 msf)

United States: +83% (+55.9 msf)

It's All
Relative:

The total amount of space has now
surpassed both the levels recorded during
the Great Financial Crisis (GFC) and the
Dot-Com Recession (DCR). Across the
U.S. and Canada, sublease space
accounted for 2.4% of total office
inventory, up from 1.2% at the end of
2019. That is above the GFC (1.8% of
inventory) but remains below the DCR
(2.9%).

Source: Cushman & Wakefield Research
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OFFICE SUBLEASE VACANCY

Q1 2021

Growth Is Slowing:

Companies began to put more of their
space on the sublease market as the
pandemic directly impacted North America
in Q2 2020. This activity peaked in Q3
when 22.5 msf of space was added to the
market. Space continued to be added to
the market in Q1 2021, but at the slowest
rate since the pandemic began.

 The market may be nearing the
peak. After the previous two
recessions, sublease space
increased for approximately two
years, and Q1 2021 marked the
sixth straight quarter of positive
sublease space growth (dating back
to Q4 2019).

It's All Local:

In the past year, there have been 10
markets whose sublease inventory
shrank YoY, with the most significant being
Houston (-2.3 msf), and Tucson (-0.1 msf),
followed by Southern New Hampshire
(-78,000 sf), Washington, DC (-69,000 sf)
and Birmingham (-66,000 sf). Meanwhile,
26 markets recorded a quarter-over-
guarter (QoQ) decline in the first quarter of
2021, up from 14 in the fourth quarter of
2020. The biggest declines in Q1 2021
included:

Washington, DC (-13.1%)
San Diego (-11.4%)

Los Angeles CBD (-3.0%)
Dallas (-1.6%)

Calgary (-1.6%)
Philadelphia (-1.4%)

Central Business District
(CBD) Growth Decelerating
Faster Than Suburbs:

The suburbs account for 57% of
sublease vacancy while 43% is in the
CBD. Sublease space was growing more
quickly in CBD submarkets in the middle
of 2020, but suburban growth was larger
for both U.S. and Canadian markets in Q1
2021. After a large increase in Q3 2020,
the CBD growth rate has dropped
significantly (especially in the U.S.).
Across North America, sublease space
increased by 13% in the suburbs QoQ
versus 8.6% in CBD submarkets.

Source: Cushman & Wakefield Research
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NORTH AMERICAN SUBLEASE SPACE HAS
NEARLY DOUBLED DURING THE PANDEMIC

Sublease Space Up 87%
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Occupiers Took Pause

» As companies reduced office
usage during the pandemic, the
amount of available sublease
space increased 87%, from 73.8
msf to 138 msf.

Since Q1 2020, nine markets
have recorded an increase of 2.0
msf or more:

Manhattan (+8.4 msf)

San Francisco (+5.9 msf)
Toronto (+4.7 msf)

Boston (+3.9 msf)

Chicago (+3.1 msf)

Seattle (+2.5 msf)

Austin (+2.4 msf)

Los Angeles Non-CBD (+2.0 msf)
Atlanta (+2.0 msf)




UNITED STATES: HOW DOES SUBLEASE Al Sustman &
SPACE COMPARE WITH PAST PEAKS?

At Dot-Com Levels

140 » Sublease space has grown by
83% in the U.S. YoY and has

DCR, 124 : :
closed in on its peak recorded at

120 the DCR in 2002 (124 msf).
. The amount of sublease space on
o 100 the market is 39% higher than at
"q", the height of the GFC and has
§ 20 climbed above the proportion of
3 total inventory (2.3% in Q1 2021
5 vs. 1.8% in Q4 2009). It remains
2 60 just below the DCR in both
2 absolute numbers and as a
= percentage of total inventory.
40
After peaking in Q4 2009, total
U.S. sublease space dropped
20 28% (-25.1 msf) over the next four
quarters and hit its lowest point in
0 Q4 2013 (42 msf).

DCR GFC Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021

GFC — Great Financial Crisis (peak Q4 2009)
DCR — Dot-Com Recession (peak Q2 2002)

Source: Cushman & Wakefield Research



CANADA: HOW DOES SUBLEASE SPACE "|||‘I. cUs e
COMPARE WITH PAST PEAKS?

Key Takeaways

16 e The four Canadian markets
(Calgary, Toronto, Montreal, and
” Vancouver) recorded a 20%
increase during Q1 2021 from
11.6 msf to 13.8 msf.
- 12
§ Sublease space has more than
© 19 doubled (+116) YoY and is now
< 92% higher than the DCR peak
3 and 103% above the height of the
= 8 DCR,7.2  GFC 68 GFC.
S e Currently, sublease space
g 6 accounts for 3.3% of Canadian
office space, which is higher than
4 the DCR (2.3%) and GFC (1.9%)
peaks.
2
0
DCR GFC Q42019 Q12020 Q22020 Q32020 Q42020 Q12021

GFC — Great Financial Crisis (peak Q4 2009)
DCR — Dot-Com Recession (peak Q2 2002)

Source: Cushman & Wakefield Research




AFTER PEAKING IN Q3 2020, SUBLEASE [l SusHMAN &
SPACE GROWTH HAS BEEN DECELERATING

Slowing Down of Supply

—U.S. =—Canada =-——North America
40% » Sublease space growth peaked in
Q3 2020 for the U.S. and Canada.
In Mexico (not shown), the peak
35% :
occurred a quarter earlier.
30% In Q1 2021, sublease space

declined in a third of North

American markets, including

Washington, DC (-13.1%), San

Diego (-11.4%), Los Angeles CBD

20% (-3.0%), Dallas (-1.6%) and
Calgary (-1.6%).

25%

15% Manhattan had a below-average

QoQ increase in Q1 (+3.0%), and
10% sublease space dropped in NYC-
adjacent markets: Central NJ,
50 New Haven, CT, Westchester Co.,
and Long Island.

Quarterly Change in Vacant Sublease Space

0%
Q1 2020 Q2 2020 Q3 2020 Q4 2020 Q1 2021

Source: Cushman & Wakefield Research
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HOW DO MARKETS STACK UP? [l SustMAaN &
WHERE SUBLEASE VACANCY IS >2.0 MSF

Key Takeaways

mU.S. Gateway mU.S. mCanada e There are 34 markets that

20 have 1.0 msf+ of sublease
vacancy in Q1 2021; 21
markets have 2.0 msf+

16
(shown on graph).

Manhattan continued to have
the most sublease space of
any market (19.9 msf), but as

8
the largest North American
4 market by far, it doesn’t have
I I I I I I I I I the largest proportion of
0 sublease space. (See next
-

12

Millions of Square Feet

page.)

The 83-market average is just
under 1.7 msf.

Manhattan
San Francisco
Silicon Valley
Toronto
Boston
Chicago
Dallas

NJ - Northern
Atlanta
Houston
Austin

Los Angeles Metro
Denver

Source: Cushman & Wakefield Research



HOW DO MARKETS STACK UP? ||||”|i CUSHNMAN &
WHERE SUBLEASE VACANCY IS >15% OF ALL VACANCY

Key Takeaways

* There are 24 markets where
mU.S. Gateway mU.S. mCanada sublease space is at least
50% 15% of all vacancy.

Across the U.S and Canada,
sublease space accounted for

12.4% of all vacancy with 30
30%
markets at or above that
LIJ
E
3
(0))]
9,
a

40%

of Total Vacancy
N
S
S

10%

Sublease Space as Percentage

0% i
Mateo County, CA, Austin,

Toronto and Manhattan.

Austin

Calgary [N

Raleigh-Durham
Tampa

Toronto
Seattle
silicon Valley |
Boston
Charlotte

NJ - Central _

Nashville

average
Sublease space accounted
for 30% or higher of vacancy
in San Francisco, Puget
Sound-Eastside, WA, San

§e) ge) T

g S g

o

Long Island _

Manhattan
Vancouver
Charleston
Fairfield Co.
Salt Lake City _
NJ - Northern

San Francisco is the only
market of the 83 that had
more sublease vacancy than
direct vacancy at 50.4%.

San Francisco
San Mateo Co.

Source: Cushman & Wakefield Research
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HOW DO MARKETS STACK UP? "|||\I. Gl SHI TS
TOTAL AS PERCENTAGE OF INVENTORY, SELECT MARKETS

Key Takeaways

. Manhattan = 19.9 msf (4.9%)

U.S. Avg. = 2.3%: : Canada Avg. = 3.3%
8 : : San Francisco @ e In Q1, 31 markets have
: . Sticon v vacant sublease space that
1icon Vvalle
7 : ! accounts for 2.0%+ of total
: @ Toronto office inventory, led by:
6 .
o chiea .: @ 5oston San Francisco (9.4%)
L 90 = : e U.S. Gateway o
o 5 : Fairfield County, CT (6.7%)
i _ oU.S. Austin (5.9%)
(on .
...(g 4 Los Angeles @ @ Atanta - @ oakland @ cCalgary e Canada Calgary (5.4%)
2 : o Denve;r @ Austin
% 3 @ seattle .
= N3 - Centra . ® son vateo Court @ Firfield County The U.S. average is 2.3%,
= Montreal s . an Mateo Lounty dthe C di .
5 Phoenix - and the Canadian average is
Raleigh-Durham @ © @ Nashville 3.3% of total office inventory.
° Vancouver @ . Charlotte . Puget Sound - E.
W4shington, D.C. - o
aenpeton B N Across the six U.S. gateway
. Westchester Co. @ : : markets, sublease space
< < < < < < < < < < < accounts for 3.5% of office

Sublease Space as Percentage of Total Inventory

Source: Cushman & Wakefield Research
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CUSHMAN &
CBD SHARE IS UP YOY ||I|”.i WAKEFIELD
PERCENTAGE OF SPACE IN CBD, SELECT MARKETS

Key Takeaways

* In the last four quarters, 41%

mU.S. Gateway mU.S. mCanada ®mMexico
of U.S. sublease space

100%
added to the market was in
the CBD. In Canada, the

80% trend is higher—61% of new

o)
S
=S

N
o
S

Percentage of Sublease Space Added
Last f4 Qtrs That Is in CBD Submarkets

1% sublease space was in the

CBD.

43% 4196 In the last year, only Houston

1 recorded a decline in
sublease vacancy in both the
0% CBD and Suburban markets;
sublease vacancy also
l . declined in the District of
— Columbia while rising in its

0% ]
X P o © o = < c (4] (%] © > © (%)) P 0 >
s 8§ § %8 § z ¢ § £ £ £ © § = § 3 = suburban markets.
— o c haet = (D) +— = o [e))

= § 5 § & &8 8§ &8 E & » 8 T 6 £ £ 2

%’ O = < 8 oM (>J<) = i S DC Metro = Washington, DC, Northern VA and Suburban MD.
< = o
"g c '(,L) = 3 J:) New York = Manhattan, Brooklyn, Westchester County, Long
Z = Island and Northern New Jersey.

SF Bay Area = San Francisco, Oakland/East Bay, San

Source: Cushman & Wakefield Research Francisco North Bay and San Mateo County.




GROWTH IN CBD PEAKED IN Q3, BUT IS NOW Ay SusHMan &
BELOW SUBURBAN GROWTH RATES

Improvements in CBD

mU.S.CBD mCanada CBD U.S. Suburban Canada Suburban Many C!ty centers were more
deeply impacted by the health

and governmental impacts of
the pandemic. As activity in the
CBDs declined, occupiers were
more likely to put some of their
space on the sublease market
during the summer of 2020.

50%

40%

30%
After a large increase in Q3
2020, the CBD growth rate has

dropped significantly
(especially in the U.S.).

20%

) i i I ‘
0%

Q2 2020 Q3 2020 Q4 2020 Q1 2021

The Q1 2021 sublease space
growth rate was higher in the
suburbs for both Canada and
the U.S.

Quarterly Change in Vacant Sublease Space

Source: Cushman & Wakefield Research



U.S.: SHARE OF SUBLEASE SPACE PEAKED il SusHMAN &
IN Q4 2020

CBD Share (U.S.)

CBD: Share of Sublease Space (U.S.)

At the beginning of the
pandemic, 37.8% of U.S.
sublease space was in CBD
submarkets. That rose to a
peak of 42% by the end of the
year.

45%

40%
35%
) I I
25%
O

oP‘

In Q1 2021, the share of
sublease space in the CBD
receded to 41.0%.

'\

c 0‘3' o’b o?‘ o

GFC — Great Financial Crisis (peak Q4 2009)
Source: Cushman & Wakefield Research DCR — Dot-Com Recession (peak QZ 2002)




CANADA: SHARE OF SUBLEASE SPACE "|||‘I. SLELL ] &
PEAKED IN Q3 2020

CBD Share (Canada)

CBD: Share of Sublease Space (Canada)

» At the beginning of the
pandemic, 52.1% of Canada
sublease space was in CBD
submarkets. That rose to a

60% peak of 62.8% in Q3 2020.

 After declining for two
guarters, the share of
— sublease space in the CBD
hit 60% in Q1 2021.
45%
< O 9 Q Q Q Q
& ) Y o S S S

> o v o >

65%

GFC — Great Financial Crisis (peak Q4 2009)
DCR — Dot-Com Recession (peak Q2 2002)

Source: Cushman & Wakefield Research
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CONTACTS

Robert Sammons David C. Smith _ _
Senior Director, Northern California Research ~ Head of Global Occupier Insights
robert.sammons@cushwake.com david.smith4@cushwake.com

Sandy Romero
Research Manager, Global Research
sandy.romero@cushwake.com

About Cushman & Wakefield

Cushman & Wakefield (NYSE: CWK) is a leading global real
estate services firm that delivers exceptional value for real estate
occupiers and owners. Cushman & Wakefield is among the largest
real estate services firms with approximately 50,000 employees in
400 offices and 60 countries. In 2020, the firm had revenue of $7.8
billion across core services of property, facilities and project
management, leasing, capital markets, valuation and other
services. To learn more, visit www.cushmanwakefield.com or
follow @CushWake on Twitter.

©2021 Cushman & Wakefield. All rights reserved. The information
contained within this report is gathered from multiple sources believed to
be reliable. The information may contain errors or omissions and is
presented without any warranty or representations as to its accuracy.

MAY 2021



https://cts.businesswire.com/ct/CT?id=smartlink&url=http%3A%2F%2Fwww.cushmanwakefield.com&esheet=52169266&newsitemid=20200205005851&lan=en-US&anchor=www.cushmanwakefield.com&index=1&md5=6390f8d433d970c4ae29c18f16085427
https://cts.businesswire.com/ct/CT?id=smartlink&url=https%3A%2F%2Ftwitter.com%2FCushWake&esheet=52169266&newsitemid=20200205005851&lan=en-US&anchor=%40CushWake&index=2&md5=020502687cf32c188a6a798b4883304e

	Slide Number 1
	office Sublease vacancy
	office Sublease vacancy
	Slide Number 4
	North American Sublease Space Has Nearly Doubled During the Pandemic
	Slide Number 6
	Slide Number 7
	After Peaking in Q3 2020, Sublease Space Growth Has Been Decelerating
	Slide Number 9
	How do markets stack up?
	How do markets stack up?
	How do markets stack up?
	Slide Number 13
	CBD share Is Up YoY
	growth IN cbd Peaked in Q3, but is now below Suburban growth rates
	U.S.: Share of Sublease Space Peaked in Q4 2020
	Canada: Share of Sublease Space Peaked in Q3 2020
	Slide Number 18

