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This report analyzes the correlation between 

employment levels and office vacancy rates.  While 

history is not always an accurate tool for predicting 

the performance of a future market nor can the 

timing of the current cycle be based entirely on 

past cycles, historical relationships provide valuable 

information for making informed forecasts.

Q1 2001 to Q2 2003

The 1990s were the longest period of growth (10 years) in U.S. history.  By 
December 31, 2000, Seattle’s office market vacancy rate had reached a record 
low at 2.9%.  The Eastside rate finished the year at 4.2%.  However, by early 
2001, the vacancy rate had begun to rise.

Notable Events and Causes

Nationally, the collapse of the speculative dot-com bubble, a fall in business 
spending, and the September 11th attacks brought a relatively short and 
shallow national recession from March 2001 to November 2001.

Initially, the downturn appeared moderate in the Puget Sound given the diverse 
mix of successful technology companies in the region.  However, September 
11th caused a significant impact to airlines and airplane orders.  As a result, 
Boeing was forced to cut airplane production and lay-off 25,000 workers.

During the regional recession, the Puget Sound eventually lost 82,200 jobs  
(4.8% of total employment) over a 30-month period.

Q3 2003 to Q1 2008

The Seattle office vacancy rate had reached 14.4%, and the Eastside hit 14.1% 
by December 31, 2002 though both submarkets began to improve in 2003. 

Continued, page 2
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Notable Events & Causes

Nationally, federal tax cuts and a significant increase in 
military spending had a muted impact. With the national 
economy expanding slowly, the Puget Sound did not fully 
recover and reach the December 2000 employment level until 
Q4 2005.

The slow recovery in the Puget Sound kept the Seattle 
vacancy rate above the 10.6% long-term average vacancy 
rate well into 2006.    

The economy did eventually pick up, and in 2006, the job 
growth rate reached 3.2%.  The recovery was helped by both 
the housing bubble and Boeing filling 25,000 jobs which had 
been lost in the recession.

Q2 2008 to Q4 2009 

The country entered into a recession in December 2007 
that lasted 18 months until June 2009.  The subprime 
mortgage crisis led to the collapse of the housing bubble 
which contributed to a global financial meltdown and an 
extraordinary tightening of the credit markets.  This “Great 
Recession” was the worst economic downturn for the country 
since the Great Depression.

Notable Events & Causes

The region trailed the country by at least two quarters.  
Eventually substantial job losses in construction, combined with 
layoffs at Boeing and Microsoft, moved the area into recession.

Over seven quarters the Puget Sound lost 131,400 jobs, 
including 43,800 in construction and more than 13,000 in the 
financial industry. 

The Seattle office vacancy rate rose slightly in 2008, though 
the Eastside vacancy rate increased significantly that year.  
By December 2009, the Seattle 14.8% rate was the highest 
vacancy level in over 20 years. The Eastside rate did not peak 
until year-end 2010.

Q1 2010 and Beyond

The region began a slow recovery in early 2010, though the 
job growth rate has been historically low and most forecasters 
anticipate jobs returning only moderately over the next several 
years.  Note: Speculative office construction is currently not 
viable.  Historically, rental rates do not support new construction 
until the vacancy rate approaches the long-term average.

Notable Events & Causes

Boeing and Microsoft, the region’s two largest exporters will 
be adding only a few thousand incremental jobs over the next 
several years, and therefore, job growth will have to come 
from other sources.

According to Property and Portfolio Research (PPR), the 
Puget Sound will not recover the 131,400 jobs lost during 
the recession for at least three years and even then the 
unemployment rate will be above 7%. 

15 Eastside and Seattle office properties, with price tags of 
$10 million or more, were sold in 2010, and several additional 
large properties have sold in 2011.  The strong interest 
reflects a belief in Seattle’s growth prospects for strong 
tenant-anchored, well positioned assets.  In summary, many 
investors expect the Seattle area office market to recover 
more quickly than many other cities because of its strong and 
growing technology sector.  
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