






be next, expected late third quarter.  All told, there is currently 

over 8,010,000 s.f. under construction in the region, with spikes of 

delivery expected in the last half of 2008 and in late 2009.  Overall, 

pre-leasing is about 35% of this total. 

RENT FORECAST
After jumping up by as much as 40% in 2007, rental rates were 

relatively flat over the last two quarters.  After some increases after 

the first of the year, asking rates were generally unchanged in the 

second quarter.  The first signs of some softness in the peripheral 

markets have been seen in broker incentives, and there is limited 

evidence that the latest round of increases will be achieved.  An 

exception relates to tenants who require space in the Bellevue 

CBD, where the entire supply of new space available over the next 

2-4 years has been spoken for.  This may be tempered somewhat 

by tenants facing renewals of leases written at the bottom of 

the previous cycle, finding that doubling of their lease payments 

does not fit into their business plan.  The projection is for rates to 

be fairly stable in most areas, although the combination of new 

inventory, potential losses at Safeco and Washington Mutual, and 

slowing of job growth in traditional sectors, may soften rates in the 

Seattle CBD market.

Seattle CBD/Surrounding Area Review 
The Seattle CBD submarket vacancy rate dipped to 6.76% in the 

second quarter.  Construction continues on 17 office projects, 

including the first two buildings of the Amazon.com campus in 

South Lake Union.  Of the major speculative projects underway, 

only 818 Stewart has announced significant pre-leasing; about 

half of the 233,000 s.f. project.  Overall pre-leasing in the 

3,600,000 s.f. of speculative space under construction is just 

5%.  Washington Mutual remains a question mark, as does the 

unknown addition of Safeco sublease space to the market.  Their 

potential acquisition has been postponed, as most of the likely 

acquirers have problems of their own.  Lease rates were flat over 

the past quarter, with deals completed still hovering around the 

$40/s.f./year, full service, for Class A buildings.  The average rent 

on available space is $33.62/s.f./year, full service, up slightly from 

the first quarter.  Tenants are being very careful about their space 

needs at these rates.

South King County Review 
The second quarter saw the South King County market lose some 

ground as vacancy increased to 11.96%, partially due to the 

return of some owner-occupied space to the leasing market.  The 

inventory grew by about 470,000 s.f., with about half of that 

leased.  Otherwise, rental rates in the market held up and there 

was continuing interest by price sensitive tenants shocked out of 

Seattle Real Estate OFFICE Market Review MID-YEAR 2008

11.0%
10.9% 11.4%

2005 2006 2007 2008 7/1/2008

Class A Average RentsNew Construction

$20.50

$22.50

$20.50
200,000 SF

300,000 SF

100,000 SF

0 SF

100,000 SF

200,000 SF

300,000 SF

400,000 SF

500,000 SF

600,000 SF

Net Absorption Vacancy Rate (%)LEGEND

0.0%

4.0%

12.0%

16.0%

8.0%

20.0%

13.8%

$25.50

11.9%

$24.95

SNOHOMISH COUNTY STATISTICS

12.4%

9.5%
9.4%

2005 2006 2007 2008 7/1/2008

Class A Average RentsNew Construction

$20.50
$21.50

$20.50

500,000 SF

1,000,000 SF

750,000 SF

250,000 SF

0 SF

250,000 SF

750,000 SF

500,000 SF

1,000,000 SF

1,250,000 SF

2,500,000 SF

Net Absorption Vacancy Rate (%)LEGEND

0.0%

4.0%

12.0%

8.0%

16.0%

9.1%

$23.00

10.8%

$21.18

PIERCE COUNTY STATISTICS

3

10.5%

7.5%

5.6%

2005 2006 2007 2008 7/1/2008

Class A Average RentsNew Construction

$23.00
$30.00

$27.50
2,000,000 SF

3,000,000 SF

1,000,000 SF

0 SF

2,000,000 SF

3,000,000 SF

4,000,000 SF

5,000,000 SF

6,000,000 SF

Net Absorption Vacancy Rate (%)LEGEND

0.0%

4.0%

12.0%

16.0%

8.0%

5.2%

$36.50 4.9%

1,000,000 SF

$34.12

EAST KING COUNTY STATISTICS


