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OUTLOOK 
This year’s leasing has been dominated by Manhattan’s leading industries. Financial 
services firms (36.4%) and legal services firms (11.7%) accounted for nearly one of 
every two square feet leased from January through June. In April, Lehman Brothers 
Holdings, Inc. signed Manhattan’s largest new lease in 2007, a 414,575-sf sublease at 
1271 Avenue of the Americas. The frequency of transactions with taking rents starting 
at or above $125.00 continued to climb: 18 such transactions year-to-date versus 21 
signed in the four previous years combined.
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ECONOMY 
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OVERVIEW 
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BEAT ON THE STREET 
“The resiliency of the CBD office market will be 
tested during the first half of 2009 as global 
economic conditions continue to decline. Lack of 
speculative construction and a diversified tenant 
base have shielded Philadelphia fro rket 

he past and will continue  important 
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-Jack Meyers, A sociate 

ECONOMY 
In a time of drastic economic change, the Philadelphia Cent
District (CBD) remains resilient. Due to its conservative na
market fundamentals, Philadelphia is in a better position than
major markets across the country to weather this current eco
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n 1700 Market Street 
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new space at Two Liberty Place of approximately 90,000 sf. Aside from those 
two large blocks of space, there have been a lot of small spaces that have 
become available for sublease throughout the CBD, a result of companies 
downsizing, filing for bankruptcy and opting to consolidate their space. 
Fortunately for Philadelphia, large scale layoffs are not the primary reason for 
this influx of sublease space. New construction remains non-existent as plans 
for new office developments have come to a temporary standstill. Investment 
sales activity grinded to a halt in the second half of 2008. Due to a strong first 
two quarters of 2008, investment sales volume totals were more than double 
the level for all of 2007 – with over 4.0 million square feet (msf) sold at the 
close of 2008 versus 1.7 million sf that changed hands in 2007. Only one 
building traded during the second half of 2008 compared with seven 
transactions during the first two quarters of 2008. The sole transaction in the  
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ECONOMIC INDICATORS 
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OVERVIEW 
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ARKET FORECAST 
LEASING ACTIVITY decreased 
throughout 2008, as fourth quarter 
num the lowest of the year. 
Expect an increase in renewals in 2009. 

 bers were 

DIRECT ABSORPTION will continue to 
decline throughout 2009, leading to 
higher vacancy rates in 2009. 

 
 

CONSTRUCTION will grind to a halt  in 
2009. Cira South has been put on hold 
indefinately and the ACC tower needs 
significant pre-leasing before 
commencing construction.  

 

OVERALL RENT & VACANCY RATE FORECAST 

al
 in

EEENTER

$5

$12

$19

$26

$33

2007 2008 2009 2010 2011 2012

ps
f/y

r

5.0%

7.0%

9.0%

11.0%

13.0%

15.0%

Rent Vacancy



 

             2
    

PHILADELPHIA CBD OFFICE REPORT 4Q08 
 

 
second half of the year was the Stephen Girard Buil

rs. 

 increas
% a

ue to th
rket. The su ancy

et, th
 activ
 leas
f, n
 spa

r 
sed o
lt, the

ansa
pring G
agem

amesa 
ree
cre
als

ase a
49,

treet, D
 Har
mer
2007

e foot (psf) l 3 psf a
e thi

nd has cau
n  potenti

bm  relativel l 
own 

 at 
gher

 new leases totaling 586,369 sf compared 
to 441,738 sf in 2007.  Overall average rental rates have 
increased by over $3.00 psf from 2007, demonstrating that 
landlords have been able to lease space at their asking rates. 
Overall absorption numbers ended the year on the positive 
side, at 26,856 sf versus negative 27,533 sf in 2007. The 
largest new transaction for the East of Broad submarket as 
well as the entire CBD was the 212,000-sf lease by the 
Commonwealth of Pennsylvania at the Strawbridge and 
Clothier Building. Also significant were renewal deals which 
included the 111,000-sf renewal by Montgomery McCracken 
at 123 South Broad and the 20,084-sf renewal by Liberty 
Mutual at 600 Chestnut.   

 

ding sold 
to SSH Real Estate from Trinity Capital Adviso
 
The West of Broad submarket experienced an
overall vacancy in 2008. Rates climbed from 9.4
of 2007 to 11.0% at year-end 2008 mainly d
sublease space on the ma blease vac
jumped to 1.7% in the West of Broad submark
it has been in two years. Fourth quarter leasing
numbers proved to be the weakest in 2008 and
volume ended lower for the year totaling 1.2 ms
of the level posted in 2007. Tenants looking for
CBD have taken a more conservative approach fo
out new space. Tenants have not been as focu
expansion space as in years past, and as a resu
deal size has been decreasing. Significant new tr
2008 include SunGard Information at 1500 S
taking 135,000 square feet (sf), Aberdeen Man
Mellon Bank Center leasing 60,000 sf, and G
USA, LLC acquiring 52,610 sf at 1801 Market St
important trend that emerged in 2008 was the in
renewals throughout the CBD. Large lease renew
include PricewaterhouseCooper’s 214,260-sf le
Commerce Square, Independence Blue Cross’s 1

e in 
t the end 
e rise in 
 rate 
e highest 
ity 

ing 
early half 
ce in the 
seeking 
n 
 average 
ctions of 
arden 

ent at the 
Energy 
t. The 
ase of 
 for 2008 
t Two 
420-sf 
echert 

kins 
ce Square. 
, from 
t the end 
rd quarter 

sed 
al tenants. 

y wel
2.5 
the close 
 than 

Similar to the 

atel

West of Broad submarket, early renewals 
continue to be the main activity and this trend will likely 

ket faces a challenging 
 into 2009. Fortun y, the 

t an economic recession 
 they enter the recession on 

f speculative construction 
anced tenant base will 
s throug
 just ov f 

ted to rebound a
ers are anticipated o edge up 
s in 2009. Considering overall 

d the 10.0% mark for all 
use of concern. As expected 

orption is likely to stay in 
out 2009 and possibly into 2010.  

projects are likely t  get 
 than originally expected. 
 put on hold indefini

e to both a lack of dema
t. Although on a more 
nticipated American 

 and Arch Streets is 
ew tower will reach 1,50

ky and will eclip  the newly built Comcast 
Center, bec t gest building in Philadelphia 

s  building will need a significant 
un - d be years befo

spite a weak economic backdrop, the CBD has a healthy 
nants in the market looking for sp Tenants 

are certainly more cautious these days and many are taking 
a “wait and see” approach, but there are some 
companies looking to lease new space in the CBD over the 
next few years. Some tenants looking for large blocks of 
space for 2009 and beyond include Towers Perrin, Wolf 
Block, Pepper Hamilton, LLP, KPMG, Morgan Lewis, 
GlaxoSmithKline, White and Williams, Cozen & O’Connor 
and Blank Rome LLP. BlackRock Inc., once considered a 
viable prospect for the Cira South project, will most likely 
remain in New Jersey.  
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OVERALL VACANCY vs. RENTAL RATES 
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• Over the past 12 months, the overall vacanc
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still relatively low. 

CBD is 

2007, rental rates have increased for both class A and B, 
indicating that market fundamentals have remained sturdy 
during these economic times. 
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• Leasing activity is at its lowest point since 2003. Average deal 
size has become smaller and the number of deals done 
throughout 2008 dwindled. Significant leases included 
SunGard Information at 1500 Spring Garden Street for 
135,000 sf and Unisys at 1601Chestnut Street for 89,488 sf. 

• 2008 has experienced an increase in renewal deals due to 
uncertainty in the market. Significant 2008 renewal leases 
include PricewaterhouseCoopers at 2001Market Street for 
214, 260 sf and Independence Blue Cross at 1700 Market 
Street for 149,420 sf. 

of Broad 
OVERALL VACANCY vs. RENTAL RATES 
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• Over the past 12 months, the overall vacancy slipped from 
10.4% in 2007 to 7.8%. This is the first time since 2004 that 
the overall vacancy rate has reached single digits. 

r highest point in five years, 
owing economy, landlords 

have been able to keep asking rents firm. 
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• Weak leasing activity in the West of Broad submarket was 

offset by strong leasing activity in the East of Broad 
submarket. The Strawbridge & Clothier Building welcomed 
the Commonwealth of Pennsylvania, taking 212,000 sf of 
space.  

• Like the West of Broad submarket, renewals have become 
more prevalent in the East of Broad submarket. Montgomery 
McCracken Law Firm renewed at 123 South Broad for 
111,000 sf and Liberty Mutual Insurance renewed at 600 
Chestnut Street for 20,084 sf.  
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This report contains information available to the public and has been relied upon 
by Cushman & Wakefield on the basis that it is accurate and complete. Cushman 
& Wakefield accepts no responsibility if this should prove not to be the case. No 
warranty or representation, express or implied, is made to the accuracy or 
completeness of the information contained herein, and same is submitted subject 
to errors, omissions, change of price, rental or other conditions, withdrawal without 
notice, and to any special listing conditions imposed by our principals. 
©2009 Cushman & Wakefield, Inc.  All rights reserved. 

business decisions, go to Cushman & Wakefield’s Knowledge Center 
at www.cushmanwakefield.com/knowledge 
 
Cushman & Wakefield, Inc. 
1717 Arch Street, 30th Floor 
Philadelphia, PA 19103 
(215) 963-4000 

 

 
MARKET/SUBMARKET STATISTICS 

PHILADELPHIA CBD OFFICE REPORT 4Q08 

*Market terms & definitions based on BOMA and NAIOP standards. For industry-leading intelligence to support your real estate and 

 
* Rental rates reflect $psf/year 
 

MARKET HIGHLIGHTS 

OVERALL DIRECT YTD YTD YTD DIRECT WTD. AVG.
NO. OF VACANCY VACANCY LEASING UNDER CONSTRUCTION OVERALL CLASS A GROSS

MARKET/ SUBMARKET INVENTORY BLDGS. RATE RATE ACTIVITY CONSTRUCTION COMPLETIONS ABSORPTION RENTAL RATE*

East of Broad 12,192,274 45 7.8% 7.7% 586,369 0 0 26,856 $24.89
West of Broad 29,722,654 76 11.0% 9.3% 1,274,747 0 0 (507,692) $27.72
CBD Total 41,914,928 121 10.0% 8.8% 1,861,116 0 0 (480,836) $27.43
Bala Cynwyd 2,795,352 22 12.1% 10.9% 186,953 0 0 (12,749) $33.36
Southern Bucks County 6,122,220 100 13.7% 13.4% 382,687 214,679 0 66,550 $25.98
Southern Rte. 202. Corr. 5,223,210 120 13.5% 12.1% 304,993 0 198,600 277,733 $21.80
Delaware County 4,375,938 62 17.4% 15.6% 244,302 0 0 (16,279) $25.84
B.Bell/Ply.Mtg./Ft. Wsh. 9,835,292 157 16.9% 15.9% 645,949 0 0 (194,866) $25.65
Main Line 3,857,024 66 14.4% 13.1% 135,497 0 0 (36,709) $33.13
Conshohocken 3,825,636 31 12.8% 10.5% 170,507 0 41,273 11,413 $31.35
Horsham/W.Gr./Jntwn 5,740,971 88 19.1% 17.9% 398,809 0 0 (104,850) $24.64
King of Prussia/V. Forge 16,591,944 268 14.3% 12.4% 824,266 0 65,626 (299,497) $27.93
Suburban Philadelphia Total 58,367,587 914 15.1% 13.7% 3,293,963 214,679 305,499 (309,254) $27.28
Burlington County 7,923,852 156 17.2% 14.1% 723,154 0 0 (151,582) $24.96
Camden County 6,355,739 118 11.7% 11.5% 211,759 0 0 (207,459) $24.79

274 14.8% 12.9% 934,913 0 0 (359,041) $24.91
152 17.2% 16.7% 320,193 0 110,000 (154,086) $24.11

6,818,032 40 11.7% 18.2% 373,203 158,770 26,000 (209,509) $25.29
14,881,467 192 17.7% 17.4% 693,396 158,770 136,000 (363,595) $24.78
5,950,982 103 9.9% 9.6% 306,772 0 0 133,824 $22.11

NON-CBD Total 87,528,645 1,380 15.5% 14.2% 4,922,272 373,449 441,499 (1,031,890) $26.48
PHILA MSA TOTAL 129,443,573 1,501 13.7% 12.5% 6,783,388 373,449 441,499 (1,512,726) $26.73

Southern New Jersey Total 14,279,591
New Castle-Non-CBD 8,063,435
New Castle CBD
New Castle Cty - DE Total
Lehigh & N. Hampton Cnty**

BUILDING SUBMARKET TENANT SQUARE  FEET BLDG CLASS

801 Market Street East of Broad Commonwealth of Pennsylvania 212,000 A
1500 Spring Garden Street West of Broad SunGard Information 135,000 B 
1601 Chestnut Street West of Broad Unysis 89,488 A
1801 Market Street West of Broad Gamesa Energy USA, LLC 52,610 A

BUILDING SUBMARKET Buyer SQUARE  FEET PURCHASE PRICE

123 South Broad Street East of Broad Seligsohn Soens Hess 892,282 $57,700,000 
1700 Market Street West of Broad Angelo Gordon JV Amerimar Enterprises 841,172 $169,000,000 
801 Market Street East of Broad Gremercy Capital Corp. 700,000 $43,108,586 
1601 Market Street West of Broad APF Properties 700,000 $94,000,000 
1400 Spring Garden Street West of Broad Tower Investments 299,000 $25,000,000 

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

N/A

BUILDING SUBMARKET MAJOR TENANT SQUARE  FEET COMPLETION DATE

USPS Building 2970 Market Street West of Broad Internal Revenue Service 862,000 6/10

SIGNIFICANT 2008 NEW LEASE TRANSACTIONS

SIGNIFICANT 2008 SALE TRANSACTIONS

SIGNIFICANT 2008 CONSTRUCTION COMPLETIONS

SIGNIFICANT PROJECTS UNDER CONSTRUCTION/RENOVATION
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