
Through the second quarter of 2006, there 
is little doubt that the Philadelphia MSA is 
showing sustainable improvement in leasing 
activity.  The Philadelphia suburbs, Southern 
New Jersey and the Lehigh Valley each 
further reduced their vacancy rates.  The 
region as a whole is at a 14% vacancy rate, 
and leasing activity is robust, particularly for 
quality Class ‘A’ product.  Submarkets like 
Conshohocken, which ended 2005 above 
20% vacant, are leading the way as tenants 
are taking advantage of 
quality space.  At the end of 
the quarter, Conshohocken 
reported a vacancy rate 
slightly under 12% and 
absorbed over 140,000 
square feet, and nearly 
300,000 square feet since 
January.  Leasing activity 
in the Exton/West Chester 
suburban office market, 
an area that had seen little 
activity in the past year, is 
showing encouraging signs of improvement.  
During the second quarter of 2006, the 
Exton area dropped its vacancy 200 basis 
points and absorbed over 130,000 square 
feet.  East of the Schuylkill River, the Lower 
Bucks County area is one of the more 
popular submarkets - absorbing over 
120,000 square feet this quarter.  In 

Southern New Jersey, Camden County 
dropped its vacancy rate to 10%.  

The Philadelphia CBD saw a slight bump 
in vacancy rate this quarter. However, a 
significant number of large deals have 
recently been signed and will take occupancy 
within the next two quarters. This will negate 
the negative absorption for the quarter. 
Additionally, year-to-date the Philadelphia 
CBD has a positive absorption of over 
112,000 SF.

New construction is always 
a sign of growth in an area, 
and the Philadelphia MSA is 
welcoming well over three 
million square feet of new 
office space.  Additionally, 
the demand for large blocks 
of space is up from this time 
last year. As the fully leased 
Cira Centre is now into its 
second quarter of infancy, 
rumblings of a Cira 2 can 

be heard around the region to possibly 
add even more Class ‘A’ office space in the 
University City area.  In the Market Street 
West area downtown, Liberty Property Trust’s 
Comcast Center is showing its true form 
with its elevator core and steel rising closer 
to the sky each day.  South of the City, the 
Navy Yard’s mixed use development plan 
continues to take shape.  Outside of the 

CBD, Brandywine Realty Trust’s 121,000 
square foot Metroplex is just getting 
under way in Plymouth Meeting.  This is 
the first of three buildings for the site.  A 
groundbreaking ceremony was held this 
quarter at 1000 Continental: a 205,000 
square foot Class ‘A’ building that is now 
being built without a tenant in King of 
Prussia.  Construction continues on the 
Butz Corporate Center in Allentown and 
500 Delaware Avenue in Wilmington, 
Delaware.  Southern New Jersey 
should not be overlooked as 437,000 
square feet of new office space is under 
construction in Burlington County alone.

Vacancy               14.12%

Lease Rates          $22.24

Net Absorption*   0.680M

Construction         3.49M

*  The  arrows are trend indicators over the specified time period and do 
not represent a positive or negative value. (e.g., absorption could be 
negative, but still represent a positive trend over a specified period.)

AVERAGE ASKING LEASE RATE
Rate determined by multiplying the asking net lease 
rate for each building by its available space, summing 
the products, then dividing by the sum of the available 
space with net leases for all buildings in the summary.

NET LEASES
Includes all lease types whereby the tenant pays an 
agreed rent plus most, or all, of the operating expenses 
and taxes for the property, including utilities, insurance 
and/or maintenance expenses.

MARKET COVERAGE
Includes all competitive office buildings 10,000 square 
feet and greater in size.

NET ABSORPTION
The change in occupied square feet from one period to 
the next.

NET RENTABLE AREA
The gross building square footage minus the elevator 
core, flues, pipe shafts, vertical ducts, balconies, and 
stairwell areas.

OCCUPIED SQUARE FEET
Building area not considered vacant.

UNDER CONSTRUCTION
Buildings which have begun construction as evidenced 
by site excavation or foundation work.

AVAILABLE SQUARE FEET
Available Building Area which is either physically vacant 
or occupied.

AVAILABILITY RATE
Available Square Feet divided by the Net Rentable Area.

VACANT SQUARE FEET
Existing Building Area which is physically vacant or 
immediately available.

VACANCY RATE
Vacant Building Feet divided by the Net Rentable Area.

NORMALIZATION
Due to a reclassification of the market, the base, 
number and square footage of buildings of previous 
quarters have been adjusted to match the current base.  
Availability and Vacancy figures for those buildings have 
been adjusted in previous quarters.

•  Brandywine Realty Trust acquires an 
option to develop 750,000 SF of 
office space on a 50-acre parcel at the 
Byberry State Hospital Site in Northeast 
Philadelphia. 

•  Former 130,000 SF Aamco HQ at One 
Presidential Blvd. is up for sale with an 
asking price of $27M.

•  Honeywell signed the largest lease 
transaction of the quarter, taking 
117,000 SF at 500 Virginia Drive in Ft. 
Washington.

• The investment side of the office market 
 hasn't missed a beat as several 
 transactions have taken place around the 
 area. In Valley Square Park, 293,936 SF 
 of Class 'A' office product traded hands  
 for $144 per square foot. At 100   
 Tournament Drive, 115,850 SF of Class  
 'A' office sold for $190 per square foot.

•  20+ tenants are seeking large blocks of 
space (100,000 SF) versus 12 tenants at 
this time last year.
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Greater Philadelphia Office

“New construction is 
always a welcomed sign 

of growth in an area, 
and the Philadelphia 

MSA is welcoming well 
over three million SF of 

new office space.”

© 2006 CB Richard Ellis, Inc.
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Size (Sq. Ft.) Location 

293,936 Valley Square Park Blue Bell, PA

115,850 100 Tournament Drive Horsham, PA
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Size (Sq. Ft.) Tenant Address 

117,000 Honeywell 500 Virginia Drive

51,000 Express Scripts Bucks County Technology Park

48,900 Sanofi-Aventis One County View Road

45,000 Mortgage Lenders Network USA 767 Electronic Drive

31,000 Vox Medica The Curtis Center

27,500 RSM McGladrey 1 Valley Square

25,464 Elder Health PA 1500 Spring Garden

21,867 Fidelity Mortgage Four Falls Corporate Center 
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Vacancy & Availability:  The office leasing market is continuing to make 
great strides in 2006.  In the suburbs, Conshohocken, Fort Washington, and 
the Main Line helped lead the way with positive absorption for the quarter 
as tenants are taking advantage of quality space.  Also encouraging is 
leasing activity in the Exton/West Chester suburban office market. This is an 
area that had seen little activity in the past year, yet the vacancy rate had 
dropped to 17%.  Across the Schuylkill River, the Lower Bucks County area 
is on the move; dropping under a 14% vacancy rate from over 16%.  In 
Southern New Jersey, Camden County dropped its vacancy rate to 10%.  
The Delaware and Lehigh Valley office markets ticked up a percentage 
point, to 13%.  The Philadelphia CBD saw a slight bump in vacancy rate, to 
11.8%, due to the slowed timing of occupancy on recently signed deals. This 
should correct itself in the coming quarters as the tenants begin to occupy 
the space.

Average Asking Lease Rates: Although activity is definitely increasing, 
large blocks of space are decreasing, strong absorption numbers are 
being reported, and asking lease rates have yet to make significant 
jumps.  Class ‘A’ office space, especially in the stronger markets like CBD, 
Conshohocken, Horsham, Lower Bucks County, and King of Prussia should 
see an upward trend by the end of 2006.  Halfway through the year, the 
overall asking rates have increased by only $0.25 per square foot. 

Net Absorption: The Philadelphia MSA is continuing the trend of strong 
leasing activity. Halfway through 2006, the Philadelphia suburban office 
market has absorbed over 800,000 SF of space.  Leading the way in 
the suburbs was Fort Washington, which absorbed over 220,000 SF, and 
Conshohocken which absorbed 140,000 SF.  Although they are smaller 
markets, it is also significant that Exton/West Chester absorbed over 
130,000 SF, partly in thanks to Timet taking a full floor at Valley Creek 
Corporate Center and the Main Line submarket absorbing 157,000 SF 
with AON moving into 555 Lancaster Ave. Camden County, Southern New 
Jersey also posted strong positive absorption, at 100,000 SF. Northern 
Delaware and Downtown Philadelphia experienced negative absorption 
for the quarter, (172,000) and (208,000) SF respectively, but these figures 
were minor and offset by the positive absorption from the first quarter.

Construction Activity: Construction activity around the Philadelphia 
MSA is full steam ahead.  Downtown, the 1,238,000 SF Comcast Center 
is reaching further into the sky and is over 70% pre-leased.  In the suburbs, 
1000 Continental will add 205,000 SF to the King of Prussia submarket. 
The first of three buildings, totaling 121,000 SF, at the Metroplex in Plymouth 
Meeting is under way.  In Lower Bucks County, 777 and 790 Township 
Line Road will add 315,000 SF.  Adjacent to the Wilmington Courthouse, 
construction continues on the Renaissance Centre at East 4th and King Streets.  
Construction is still underway on the Buccini/Pollin Group’s new 370,000 SF 
500 Delaware Avenue in the Wilmington CBD, and its glass curtain wall is 
nearly complete.  Alvin H. Butz continues construction on the new 72,000 SF 
office building at 9th and Hamilton Streets in Allentown, PA.  Construction is 
also robust in Southern New Jersey, particularly in Burlington County where 
1200 Howard Blvd. and 330 Fellowship Road will add 200,000 SF of quality 
office product to the inventory. 

Vacancy 14.12%
Availability 16.2%
Absorption 0.680 M Average Asking Lease Rent FSG $22.23VACANCY/AVAILABILITY/NET ABSORPTION AVERAGE ASKING LEASE RATES

CONSTRUCTION ACTIVITY

Economic Conditions: At midyear, Philadelphia’s 
economy remains energetic.The state unemployment rate has 
risen slightly since last quarter - 4.5% to 4.8% - but remains 
below the 5% realized in 2Q05 and is still below the national 
average.  In addition, income growth in the Philadelphia area 
continues to remain above both state and national averages.  
This is partly due to a strong concentration of professional 
service jobs which seem to expand with each passing year.  
While consumer spending may have relaxed slightly – mostly 
due to prices at the pump - job creation remains steady and 
corporate earnings continue to rise.  
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The prediction that 2006 would be a strong year for leasing activity is 
holding true at the halfway point, and indications are that the trend will 
continue.  New construction, feared by some to be coming at the wrong time 
for the CBD, has been welcome.  The Cira Centre is 100% leased and the 
University City area is gearing up for more as the University of Pennsylvania 
announced a large-scale master plan for new development of $6.7 billion 
dollars. Similar success is looking good for the Comcast Center, as it is over 
70% pre-leased.  Market rates, the last indicator to significantly tick up 
should do so by year end in the Philadelphia MSA as the supply for Class 
‘A’ product dwindles.

MARKET OUTLOOK

PA 4.8%
NJ 5.0%
DE 3.8%UNEMPLOYMENT RATE - SEASONALLY ADJUSTED

Source: Bureau of Labor Statistics
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