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Trends Shift but Demand 
Still Elusive
As the first half of 2011 came to an end, 30,000 square feet of positive absorption in 

the southern New Jersey office market brought year-to-date totals near the zero mark. 

Vacancy still teeters just below the 20 percent mark, a high water mark for the past 10 

years. Given the underwhelming pace of improvement in the labor market, a pronounced 

recovery in the market is not expected for the balance of 2011.

The southern New Jersey market experienced a few trend reversals this quarter as 

the composition of demand, both positive and negative, has shifted. Financial service 

providers, the main occupancy losers since the onset of the recession, account for nearly 

100,000 square feet of positive absorption over the last four quarters. In contrast, the 

professional services sector, one that posted demand gains since 2008, has shown signs 

of weakening after shedding over 100,000 square feet of occupancy on a year-over-year 

basis. The education and healthcare sector, once claiming the top spot in demand growth 

since the beginning of the last recession, has contributed little in the past year. This is 

expected to change in the short-term as leases currently being negotiated  have organic 

growth components.

Average asking rents for office space have moved downward only slightly since their peak 

in 2007. This is more of a strategic play by landlords than it is a testament to resiliency 

in pricing. While higher asking rents favor landlords during lease renewal negotiations, 

new leases are getting signed at a 15 to 25 percent discount below asking in order to fill 

vacancy. Free rent is still written into proposals in order to win deals, but at a lesser rate 

than was seen in 2009 and 2010. Average deal terms are around five years, up from four 

during the tail end of the recession, signaling that decision makers have become some-

what more confident in future revenue streams.

Forecast

n	 Education & healthcare sector will return as demand driver in the short term.

n	 Rents will remain depressed at current levels for at least the remainder of the year.

n	 Vacancy will remain high for next few quarters but is not expected to rise significantly 
from current levels.
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Vacancy Rate
Last Nine Quarters vacancy avail

2Q 09 16.3% 18.6% marianne
3Q 09 17.1% 19.4%
4Q 09 17.2% 20.9%
1Q 10 17.7% 21.2%
2Q 10 17.5% 21.8%
3Q 10 18.4% 22.3%
4Q 10 19.2% 24.1%
1Q 11 19.7% 23.5%
2Q 11 19.5% 22.6%

Completion vs. Absorption

Last Nine Quarters Completions Absorption
2Q 09 0 (142,495)
3Q 09 0 (141,463)
4Q 09 0 (11,515)
1Q 10 0 (74,690)
2Q 10 60,000 72,205
3Q 10 0 (153,494)
4Q 10 60,000 (105,893)
1Q 11 0 (38,286)
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2Q 11 0 30,184

Asking Rental Rates

Last Nine Quarters Class A Class B
2Q 09 $23.02 $20.42
3Q 09 $22.62 $20.82
4Q 09 $22.15 $20.74
1Q 10 $22.07 $20.73
2Q 10 $22.35 $20.75
3Q 10 $22.93 $20.33
4Q 10 $23.42 $20.41
1Q 11 $24.54 $20.67
2Q 11 $24.53 $20.04

$18

$20

$22

$24

$26

2Q 09 4Q 09 2Q 10 4Q 10 2Q 11

-200
2Q 09 4Q 09 2Q 10 4Q 10 2Q 11

Page 1

Vacancy & Availability Rates

Completions vs. Absorption
(in Thousands of SF)

Asking Rental Rates
($/SF/Yr. Full Service)
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Vacancy Availability

Class A Class B
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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.
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