
Real Estate Market Review

Seattle Office
For the office market, 2011 showed highly stratified 
results.  Class A space saw strong absorption, a 
high level of investment activity and even some 
firming of rental rates at the end of the year.  The 
rest of the market was flat at best, although value-
added investors showed more interest in the last 
half of the year, perhaps a harbinger of pending 
improvement in that end of the market.  This split 
performance mirrors the overall economy.  Large 
companies have recovered nicely while small 
businesses remain cautious about any expansion.  
The overall result was regional net absorption at 
its highest total since 2005, dropping the vacancy 
rate below 12% for the first time in 30 months.  The 
availability rate decreased even more, ending the 
year at 14.1%, down from 16.3% a year ago.

King, Snohomish, and Pierce Counties

Market Forecast

Construction 576,386 sf

Vacancy 11.72%

Rental Rate Varies* 

Absorption 671,353 sf

Current / Projection
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Major stories of the year include Amazon’s seemingly unending appetite for 
space, leasing another 425,000 s.f. in the fourth quarter, the flurry of sales in the 
Seattle CBD market, and the offering of the Russell Investments Center for sale 
after Boeing leased the top two floors of that building.  

Vacant Space/Vacancy Rate

Regional net absorption during the fourth quarter of 2011 was 671,353 s.f., part 
of a total of 2,759,513 s.f. for 2011.  The regional vacancy rate continued moving 
downward to 11.72% from 12.01% last quarter.  The region’s availability rate 
fell to 14.12% from 14.82%.  Much of the difference in the two rates is space 
leased, but not yet occupied, by Amazon.com in 1918 Eighth and West 8th.  It 
is expected that there will be another decrease in the vacancy rate next quarter, 
mainly a result of these leases commencing.  
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Continued, page 4

* by submarket

Market Highlights

Regional vacancy rate ended the year at 
11.72%, down from 12.91% at the end 
of 2010.  Net absorption for 2011 was 
2,759,513 s.f., nearly double that of 2010. 

Job growth, and therefore office demand, 
has been focused on a few companies, 
Microsoft, Amazon.com, Google and 
Boeing, with most other office-oriented 
employment flat.

In the north and south ends of the Seattle 
CBD rental rates have shown some signs 
of moving up.  The Eastside is seeing 
limited inventory of larger spaces, which 
should firm up rent for full floor users.

Institutional investment interest remains 
strong, although the number of sales 
closed in the quarter was down.  Two 
significant new listings in the Seattle CBD 
are being followed with interest to see just 
how aggressive buyers will be moving into 
2012.  Seattle remains at or near the top of 
most institutional investors’ lists.  n
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Area Review
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Seattle CBD/Surrounding Area

The vacancy rate fell by 47 basis points over the fourth quarter to close 
the year at 12.39%.  The availability rate is 14.20%, down from 17.70% 
over the year.  The nearly 500,000 s.f. of Amazon leases pending 
commencement in the first half of 2012 would move the vacancy 
rate another 70 basis points.  The last of prime space in new Class A 
buildings was recently claimed by Boeing, taking the top two floors of 
Russell Investments Center at a reported $48/s.f./year, full service.  The 
middle of the CBD ended the year with vacancy at 14.0%, reflecting 
the preference of new economy businesses for either the north or south 
ends of the market.  On the south end, the Pioneer Square submarket 
continues to see good leasing activity. The vacancy improved by 300 
basis points over 2011, ending at 17.4%, with a significant portion of 
that vacant space in Smith Tower.  The debt on that building was sold 
earlier in 2011, and the real estate is reportedly under contract.  Net 
absorption in the fourth quarter in the Seattle market was 451,433 s.f., 
bringing the annual total to 1,903,075 s.f., the best performance since 
2006.  Looking forward, the Seattle CBD vacancy rate is expected to 
continue to trend downward over the coming year.  

The average asking rental rate in the Seattle market is $27.80/s.f./
year, full service, nearly the same as last quarter.  The limited supply of 
Class A space in the preferred sectors of the Seattle CBD has already 
firmed up rental rates slightly.  For the other categories and areas of the 
market, there is no near-term expectation of significant rent increases.  

East King County

Leasing in the Eastside market finished with an uptick of activity in 
the  fourth quarter, illustrated by a compression in the vacancy rate to 
10.09% from 10.71% last quarter.  The availability rate decreased to 
12.90% from 13.90% as give-backs slowed across the market.  The 
Bellevue CBD also saw vacancy drop to 12.40% from 13.60% last 
quarter.  The CBD numbers improved some by Expedia’s leasing of 
three floors in Skyline Tower, as well as new leases to New York Life 
at the Summit Building and Coca Cola Bottling Co. at One Twelfth at 
Twelfth.  Renewal activity was also strong in the CBD over the last 
quarter, with landlords trying to retain key tenants before early 2012 
when Walton Street is expected to take control of several downtown 
Bellevue Archon buildings, bringing in much needed TI money and 
allowing them to re-start the leasing of vacant space at these assets.  
Asking rental rates in the Eastside market finished the fourth quarter 
the same as the first quarter of 2011, at $27.44/s.f.  This compares 
to the current Class A office asking rate of $32.72/s.f. in the Bellevue 
CBD.  There are reports of several significant tenants touring the market, 
including Infospace and Tetra Tech.  It is also reported that several 
of the tech giants may be scouting for more Eastside space, fueling 
speculation that the Summit’s capped tower may be the first out of the 
ground in downtown Bellevue for the up-cycle now that Touchstone 
has fallen out of contract for their mixed-use office tower site at the 
Washington Square superblock.  Wasatch is now exploring plans to 
develop that site directly.  Overall, vacancy is expected to continue its 
slow decline over the coming quarters as the software, tech businesses 
and gaming companies continue to be active in this market.  
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South King County

Year over year, the South King County market saw a modest decrease 
in vacancy, ending 2011 at 12.86%, down 55 basis points for the 
year.  The availability rate remains high at 16.30%, even though it is 
down 100 basis points over the year.  The commitment of Boeing to 
build the next generation of 737 in Renton is expected to create some 
additional demand for office space as the program gets moving.  Net 
absorption in the fourth quarter was less than 37,000 s.f. and the 
annual total less than 50,000 s.f., below 2010.  Rental rates in this 
market are generally unchanged over the past year.  Currently, the 
average asking rent is $20.12/s.f./year, full service, over 25% lower 
than the other King County markets.  

Pierce County

Pierce County saw the vacancy rate bump up slightly in the fourth 
quarter, ending the year at 12.41%.  Annual net absorption was 
negative with most of that loss in the fourth quarter.  The availability 
rate was unchanged in the fourth quarter.  The market is populated 
by smaller businesses which continue to be wary of any moves in this 
economy.  Overall demand is expected to be modest with the vacancy 
rate slowly improving over the next few quarters.  Rental rates will lag 
the vacancy recovery slightly.  

Northend

The vacancy rate has increased to 11.32% from 10.80% last quarter 
along with the availability rate climbing from 14.00% to 14.60% this 
quarter.  Rental rates fell about fifty cents to an average asking rent 
of $21.32/s.f./year, full service.  Considering the increased availability 
rate and limited demand, it is expected that the vacancy rate will not 
see much change over the coming quarter.  That said, the Bothell 
and South Everett/Harbor Point submarkets should outperform the 
more northernly and outlying submarkets with healthy leasing over 
the last quarter in both areas.  Furthermore, Boeing’s continued focus 
on production at their Everett plant and their recent office leasing in 
other markets in the region, could point to an eventual positive impact 
on the South Snohomish County office submarkets, which have been 
traditionally volatile.  
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Contact
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New Construction Activity

The total amount of space under construction in 
the region is down to 576,386 s.f., all of that in 
the Seattle market.  It is comprised primarily of 
two buildings: the fifth phase of the Amazon.com 
campus and Home Plate North, a 141,200 s.f. 
speculative building in the SoDo neighborhood of 
South Seattle.  Rental rates are still below levels 
that would justify new construction costs, but that 
will necessarily change in some cases as tenants 
requiring 100,000+ s.f. space in favored submarkets 
will be forced to negotiate build-to-suit deals.  The 
site has been cleared for a planned speculative 
building in South Lake Union by Spear Capital.  
The 129,400 s.f. building will be a block from the 
Amazon campus.  

Waiting in the wings, Vulcan, Touchstone, and 
the Blume Company are looking for leasing 
commitments to start on projects in the South 
Lake Union neighborhood. In the Bellevue CBD, 
there is speculation that it won’t be long before 
a larger user will prompt a restart of the Summit 
III building, capped at ground level as the market 
cooled in 2008.  

Rent Forecast

Rental rates showed little movement through 2011.  
Owners have not advertised discounted rates, but 
in most cases deals are getting done below asking 
prices.  Based on the supply and demand balance, 
rent for Class A space on the north end of the 
Seattle market and larger spaces in the Bellevue 
CBD markets should be the first to see some 
improvement.  There has already been some firming 
of rates in the South Lake Union neighborhood 
as Amazon.com has effectively stabilized that 

submarket.  Class B and C rental rates will be 
slower to recover as the vacancy remains higher in 
those categories and job growth in the companies 
populating that space is still flat.  

Investment Market

Total office investment in the region pushed over 
$1.6 billion in 2011.  Half of that was in the third 
quarter which saw 25 office transactions for a total of 
$854.3 million.  Two major sales in the fourth quarter: 
Fisher Plaza at $160 million and 1800 Ninth for 
$76.54 million accounted for over half of the $366.5 
million fourth quarter total.  Those two properties 
are examples of the two types of properties seeing 
interest so far.  Fisher Plaza is a well-leased Class A 
property, selling for $543/s.f. to Hines Global REIT.  
1800 Ninth is a 1990 vintage Class A building sold by 
an owner/user (Regence) with a partial lease-back to 
a local opportunity fund for $245/s.f.  

Currently, there are several major properties on the 
market, including Metropolitan Park East and West 
and the Russell Investments Center.  Both of these 
buildings were brought to market after recent leasing 
raised occupancy to stabilized levels, including 
Boeing in Russell and Facebook in Metropolitan Park.

*Source: CoStar Data
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This information supplied herein is from sources we deem reliable. It is provided without any representation, warranty or guarantee, expressed or implied as to its accuracy. Prospective Buyer or Tenant should conduct an 
independent investigation and verification of all matters deemed to be material, including, but not limited to, statements of income and expenses. CONSULT YOUR ATTORNEY, ACCOUNTANT, OR OTHER PROFESSIONAL ADVISOR.

Sales Comparables

Building Address City Sale Price SF Price PSF Cap Rate

Fisher Plaza 140 4th Avenue N Seattle $160,000,000  294,488 $543.32 7.94%

1800 Ninth (Regence) 1800 9th Avenue Seattle $76,540,000  312,716 $244.76 N/A

FAA Building 1601 Lind Avenue SW Renton $35,250,000  199,196 $176.96 9.80%

North Creek Place 12100 NE 195th Street Bothell $24,500,000  93,833 $261.10 7.20%

Grand Central Portfolio 216 1st Avenue S Seattle $19,100,000  140,379 $136.06 6.47%
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