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Bright Spots in an Otherwise 
Stalled Market
New Castle County’s office market plodded along its lengthy path to recovery in the third 

quarter as 77,580 square feet of occupancy gains pushed the vacancy rate down 50 basis 

points to 18.3 percent. In spite of tallying positive absorption in six out of the past seven 

quarters, significant available supply kept asking rental rates stagnant, evidenced by no 

gains in year-over-year levels. And, with a few planned downsizing moves in the deal 

pipeline, a quarter or two of occupancy losses may be on the horizon. But, in spite of a 

relatively stalled market, there are plenty of bright spots worth mentioning.

The third quarter bore witness to the first quarter in six to post significant reductions in 

sublease space, shedding 36,000 square feet over the past 90 days. Available space, while 

still abundant, fell by 150,000 square feet, a 100 basis point reduction in that rate. Fur-

thermore, no significant office constructions are slated to add supply to the market in the 

short term. And finally, according to Moody’s Economy.com, the financial activities and 

professional and business services employment sectors are thought to have bottomed 

during this past quarter with gains expected from here out for the near future. These two 

sectors are considered the primary drivers of office space demand. From a price perspec-

tive, though, appreciable rental rate increases are still most likely a 2012 story, at best.

One last bright spot to mention is developers’ prudence during and leading up to this 

down market. While significant projects completed over the past few quarters, add-

ing some vacancy to the market, added supply accounted for relatively minute upward 

vacancy measures. Furthermore, with only the redevelopment of the Courthouse at 11th 

& King Street in downtown Wilmington, an empty pipeline of future new supply will 

position the market to most quickly shed its current glut of vacancy. 

Forecast

n	 Known downsizing plans may add another quarter or two of occupancy losses in the 
near term.

n	 Asking rents will maintain current levels, with significant growth not expected over 
the next year.

n	 A recovering employment sector should translate into demand traction over the next 
year.

Office Graphs

Vacancy Rate
Last Nine Quarters CBD Suburban Combined

3Q 08 21.4% 19.1% 20.2%
4Q 08 19.7% 19.4% 19.5%
1Q 09 19.7% 18.8% 19.2%
2Q 09 18.9% 17.9% 18.4%
3Q 09 19.0% 17.2% 18.0%
4Q 09 19.0% 16.9% 17.9%
1Q 10 18.7% 16.7% 17.6%
2Q 10 20.8% 17.2% 18.8%
3Q 10 20.5% 16.4% 18.3%

Completion vs. Absorption

Last Nine Quarters Completions Absorption
3Q 08 0 (389,015)
4Q 08 26000 64,802
1Q 09 0 48,964
2Q 09 0 125,820
3Q 09 0 60,556
4Q 09 0 20,846
1Q 10 0 33,996
2Q 10 158,770 (48,481)
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3Q 10 0 77,580

Asking Rental Rates

Last Nine Quarters Class A Class B
3Q 08 $26.80 $22.14
4Q 08 $26.65 $21.91
1Q 09 $26.06 $21.99
2Q 09 $25.87 $21.70
3Q 09 $25.87 $21.91
4Q 09 $26.22 $21.44
1Q 10 $25.95 $21.04
2Q 10 $25.51 $20.96
3Q 10 $26.06 $22.11
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Vacancy Rate

Completions vs. Absorption
(in Thousands of SF)

Asking Rental Rates
($/SF/Yr. Full Service)
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office terms and definitions
Total SF: Office inventory includes all multi-tenant and single tenant 
buildings at least 20,000 square feet. Owner-occupied, government 
and medical buildings are not included.

Office Building Classifications: Grubb & Ellis adheres to the BOMA 
guidelines. Class A properties are the most prestigious buildings 
competing for premier office users with rents above average for the 
area. Class B properties compete for a wide range of users with rents in 
the average range for the area. Class C buildings compete for tenants 
requiring functional space at rents below the area average. 

 

Vacancy and Availability: The vacancy rate is the amount of physically 
vacant space divided by the inventory and includes direct and sublease 
vacant. The availability rate is the amount of space available for lease 
divided by the inventory. 

Net Absorption: The net change in physically occupied space over a 
period of time.

Asking Rent: The dollar amount asked by landlords for available space 
expressed in dollars per square foot per year in most parts of the 
country and dollars per square foot per month in areas of California 
and selected other markets. Office rents are reported full service where 

all costs of operation are paid for by the landlord up to a base year 
or expense stop.. The asking rent for each building in the market is 
weighted by the amount of available space in the building.

* Grubb & Ellis statistics are audited annually and may result in revi-
sions to previously reported quarterly and final year-end figures. 

Reproduction in whole or part is permitted only with the written 
consent of Grubb & Ellis Company. Some of the data in this report has 
been gathered from third party sources and has not been indepen-
dently verified by Grubb & Ellis. Grubb & Ellis makes no warranties or 
representations as to the completeness or accuracy thereof.


