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TH Economic conditions

Austin ranks as one of the top U.S.
metropolitan statistical areas (MSASs)
for office-using job growth, totaling
12,400 jobs or 2.5 percent between
February 2020 and May 2021. The
market has a larger office workforce
than it did prior to the start of the
pandemic.

Austin has recovered 89.5 percent of
the total jobs lost at the height of the
pandemic.

Key takeaways

Recovery rate

The overall post-COVID rate of
recovery based on extrapolated cell

phone data is

Office employers have taken unique
approaches in their return-to-work
efforts, with financial services
returning more quickly than tech
firms. However, overall return-to-
work efforts remain low, measuring

just compared with
pre-COVID levels.

u.%ﬂ Office demand

Austin continues to be a magnet for
net-new demand from outside of the
state as companies relocate to the
area due to the area’s high talent
concentration and lower cost of living
compared to peer tech-centric
markets. In 2021 alone, Austin has

seen over 20 companies commit to
relocating to their headquarters to the
area.

Austin reported 146,106 sf of positive
net absorption in Q2 2021 due to this
out-of-state demand.

Sublease space accounted for 88.5

percent of total net absorption in Q2
2021.
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Joons Key takeaways

. . $ .
Office supply Pricing trends @ Capital markets
— The total vacancy rate, including direct — Asking rents have grown by ~ The market saw more than 2.0 msf of
and sublease options, stands at since Q4 2020 as landlords sales activity in 2021 compared to 1.4
remain bullish on the market. msf of sales activity in 2020.
— Sublease availability has declined by - Demand is starting to increase as — The notable trade of Indeed Tower for
since Q4 2021 as the economy reopens and tenants $580 million ($795 psf) in the CBD
companies have begun to reconsider that postponed their long-term underscores landlords’ bullish
listing their space and demand for occupancy strategies re-enter the expectations for the Austin market.
discounted rates and flexible lease market

terms grows.

- Approximately is under
construction across Austin, which is

preleased.
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vouns Employment and unemployment rate

4.2%

Austin MSA unemployment rate as of
May 2021, dipping below the height of
the Global Financial Crisis

Historically tightened labor market conditions were
halted by the pandemic with nearly 204,971 job losses
between February 2020 and May 2020. However, Austin
has recovered 89.5% of the jobs lost at the height of the

pandemic.
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voone Office-using job gains and losses

600,000

o 516,400
504,000
' 500,000

Change in Austin office employment 400,000
from February 2020 to May 2021

300,000

Austin ranks as one of the top MSAs for office-using job 200,000
growth since February 2020. Austin’s office-centric

. . . 100,000
employment is now higher than they were prior to the
pandemic as Austin has added 12,400 office-centric jobs

since February 2020. &

Note: Not seasonally adjusted data. AVANT

5 Source: Bureau of Labor Statistics
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https://protect-us.mimecast.com/s/7XdDC0RDXzHGQEKNjcwwTs5?domain=avisonyoung.us
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+6.7%

Professional & business services jobs
from February 2020 to May 2021

The Austin office labor market continued to strengthen
after the onset of the pandemic, as demonstrated by

strong job gains by private and public sectors alike.

VIEW DASHBOARD

Austin MSA office-using job losses

Total change in Austin MSA* job

gains/(losses)
February 2020 to May 2021
Professional

| emaBusines
Services
o)
_ Federal Governmer{rt6'7/0
+3.3%
- Information
+1.7%
- Financial Activities
+1.3%
State Government
vl |
Local Government
polil |

-4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0%

Note: Not seasonally adjusted data. Metropolitan statistical area includes AVANT
New York City, Northern New Jersey, Long Island and southeast i

New York. by AVISON YOUNG
Source: Bureau of Labor Statistics
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Yoone Recovery index

2,500K

COVID-19
lockdown
o o 2,000K

Post-COVID rate of

recovery based on

representative locations
through 6/20/2021 1O%K

Activity levels have escalated in 500K

1,500K

recent months and continue to trend

upward. Activity has increased by 0K
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by strong growth in hospitality
(+191.1%) and transit (+154.4%).

M Transit m Office m Residential ® Hospitality, Recreation & Tourism M Healthcare ®m Government m Education

Note: Representative areas of interest.
Pre-COVID period measured as 6/1/2019 to 3/8/2020. AVANT
U Post-COVID period measured as 3/15/2020 to 6/20/2021. by AVISON YOUNG
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foons Office recoveries across U.S. gateway cities

19.2%

Average post-COVID rate of recovery
for representative office employers
across U.S. gateway cities

Austin office employers have shown a comparatively high
willingness to return to the office, as measured by the
fourth-highest recovery rate of 22.2% among U.S.

gateway cities.

Los Angeles

Boston

Houston

Austin

NEN VIS

Dallas

Chicago

U.S. Gateway City Average
Philadelphia

Washington, DC

Denver

Miami 12.9%

Atlanta 12.4%
Manhattan 12.3%
San Francisco / Silicon Valley 10.2%
Note: Select, representative occupiers only. Weekdays only.
Pre-COVID period measured as 6/1/2019 to 3/14/2020.

Post-COVID period measured as 3/15/2020 to 6/20/2021.
Source: Orbital Insights, AVANT by Avison Young

32.7%

25.7%

22.5%
22.2%
20.7%
20.7%
19.7%
19.2%
18.9%
18.7%
18.7%
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foone Recovery index for select office occupiers

22.2%

Post-COVID rate of recovery for
representative Austin office occupiers

through 6/20/2021

Office employers have taken unique approaches in their
return-to-work efforts, with financial services returning

more quickly than tech and coworking firms. Bellwether

19.7%

companies, namely banks, are increasingly requesting
Banking, finance, Tech

their employees to return to the office by Labor Day, insurance, real estate

which should cause this index to rise considerably.

Note: Select, major occupiers only. Weekdays only.
Pre-COVID period measured as 6/1/2019 to 3/14/2020.

9 Post-COVID period measured as 3/15/2020 to 6/20/2021.

Source: Orbital Insights, AVANT by Avison Young

Flexible office provider
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Yoons Office leasing activity

12.0M sf

3 ; o 8 /o 10-0Msf 9.3 -
8.8
8.2 8.2 8.3

Sublease share of oM sf
leasing activity in Q2 % 67 68 M 66
2021 (=§ 6.0M sf

= 4.7 i
Short-term space options provided somst 37 5, M > L, 34 34 39 ., '
an outlet in Q2 2021 as office .
occupiers continue to navigate their 2Ot
longer-term workplace strategies. Somer

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Q2
2021
YTD

Source: AVANT by Avison Young AVANT

10 by AVISON YOUNG



Yoone Absorption

8.0%

146,106 sf =~ |

9
4.0% 3.3%

Net absorption in Q2 2021 2i/° - 27%

2.0% 1.6% 5%
0.6%
W oo
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3.5% _ 3.5%
%20

1.9%

1.1%I 0'9%

08‘%;"1% 1.2%

After three consecutive quarters of negative absorption, 0.0%

- 0,
0.499-2%

Austin saw almost 150,000 sf of positive net absorption in
-2.0%

Q2 2021 as Austin continues to attract net-new demand

from companies situated outside of Texas. poo 3.1%
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Yoone Vacancy rate

13.0%

Austin overall vacancy as of Q2 2021

While sublease vacancy rates achieved levels last
experienced in 2003, this rate dipped by 17.1% from Q2
2020 to Q1 2021 as tenants begin to capitalize on cheaper
options with shorter or more flexible lease terms

compared with direct offerings.
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voune Vacant sublease space

2.1 mst

Record levels of sublease
vacant space

The share of sublease-to-total vacant space of 21.6%
continues to climb as companies continue to evaluate
their future space needs. However, sublet levels are still
well below those of the early 2000s following the the Dot-

com Recession.

13

B Vacant sublease space =0 of total vacant space

3.5M sf 40.0%

3.0M sf 35.0%

30.0%
2.5M sf

25.0%
2.0M sf
20.0%

1.5M sf
15.0%

1.0M sf
‘ 10.0%

0.5M sf 5.0%

0.0M sf 0.0%

2000 I

Source: AVANT by Avison Young AVANT
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Direct availability by submarket

Central/ South
W. Central 3.8%
4.5%

Round Rock
1.5%

Northeast CBD
6.0% 21.8%
Far
Northwest
6.0% 133
Southeast direct blocks
6.8% H
’ available
>
20'000 Sf Northwest
Southwest 15.8%
9.0% '
East North
11.3% Domain

13.5%
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Direct availability by size tranche

20,000-
29,999 sf

30,000-
39,999 sf

—
-

40,000-

49,999 sf - 16
-
-

50,000-
99,999 sf

>100,000
sf

*Existing and UC supply
Source: AVANT by Avison Young

Direct large-block supply >20,000 sf

Average time on market by size tranche
20,000- 45 "
29,999 sf months
30,000- 30 month
39,999 sf months

40,000-

49,999 sf 13..
50,000- o1 ronth
99,999 sf months
>100,000 sf 29 months
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Sublease availability by submarket

Central/West Central

2.6%
Southwest
17.9% ‘
CBD
35.9%
Round 40
Rock sublease
2.6% blocks
available
Northwest >20,000 sf
15.4%
' East
' 5%
North/ Far
Domain Northwest
12.8% 7.7%
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20,000-
29,999 sf

30,000-
39,999 sf

40,000-
49,999 sf

50,000-
99,999 sf

>100,000
sf

Sublease availability by size tranche

I
]
— ]
]

Source: AVANT by Avison Young

20,000-
29,999 sf

30,000-
39,999 sf

40,000-
49,999 sf

50,000-
99,999 sf

>100,000 sf

Sublease large-block supply >20,000 sf

Average time on market by size tranche

10 months

18
months

11 months

13 months
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voune Gross direct asking rents

+8.7%

Increase in gross direct

asking rents between
Q4 2020 and Q2 2021

Asking rents have incrementally
grown since 2013 as net-new
demand continues to flood the
market. More than 250,000 jobs have
been added since 2013.
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$50.00

$45.00

$40.00

$35.00

$30.00

Rent psf

$25.00
$20.00
$15.00
$10.00
$5.00
$0.00

2013 2014

Source: AVANT by Avison Young

2015

2016

2017

2018

2019

$47.56

2020 Q2 2021
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voone Office investment sales activity

2.0 mst

Austin office sales volume in 2021

Sales activity in 2021 has surpassed 2020 levels as
investors are gaining more certainty around market

conditions and future demand.
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18,000,000 sf

16,000,000 sf

14,000,000 sf

12,000,000 sf

2011
2012

Source: AVANT by Avison Young, RCA
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Joons Office asset pricing

26.3%

Austin office pricing growth since
2019

Pricing has steadily grown over the last decade as Austin

continues to attract new talent and employers. The sale
of Indeed Tower in Q2 2021 has been one of the most

notable sales this quarter at just under $800 psf.

18

$600 psf

$500 psf

$400 psf

$300 psf

$200 psf

$100 psf

$0 psf

Source: AVANT by Avison Young, RCA

Feb-08

Aug-08

Lol e B e S sut e R R e R R R L e B i o
||||||||

Aug-20

AVANT

by AVISON YOUNG

Feb-21



AVISON
YOUNG

‘RD Here's what we can expect

19

Touring activity has begun to pick up
throughout the market. Most tenants
10,000+ sf will not return to the office
until after Labor Day and likely result
in increased demand from the fourth
quarter of 2021 through 2022.

Companies’ migration from outside of
the state into Austin is expected to
continue as they take advantage of the
area’s high quality of life and deep,
talented labor pool.

Looking forward

Office leasing demand is
incrementally rising which should
apply downward pressure on vacancy
rates.

Capital markets activity is poised to
increase as investors gain more
certainty around market conditions
and future office space utilization.

by AVISON YOUNG



Pooy  Get in touch

Mick Hawton

Operations Manager

Corey Martin

Principal, Managing Director - Austin

Capital Markets Group Landlord Representation Office
Leasing Investment Sales

+1 512717 3084
corey.martin@avisonyoung.com

Land, Operations & Administrative, Business Advisory
+1 512717 3080
mick.hawton@avisonyoung.com

Juliet Potter

South Regional Manager, Insights
+1 404 865 3674
Juliet.potter@avisonyoung.com

Grant Hayes

Senior Insight Analyst, Texas
+1 512717 3072
Grant.hayes@avisonyoung.com
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2021 Avison Young Texas, LLC. All rights reserved. E. & O.E.: The information contained herein AVAN I
was obtained from sources which we deem reliable and, while thought to be correct, is not
—

guaranteed by Avison Young. by AVISON YOUNG
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