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Key office
takeaways

Economic conditions

- Fort Lauderdale’s economy made a strong
recovery in 2021 with the unemployment
rate dropping to 3.8% from a high of
17.4% in May 2020. The strongest year-
over-year job gains were within the
construction sector (+12.0%) and the
leisure and hospitality sector (11.4%).

- South Florida's office-using job losses
tightened to 1.1% since the onset of the
pandemic—a marked decrease from the
5.0% job losses recorded at the end of Q3
2021.

page 2 Fort Lauderdale office insights | Q4 2021

l:i i i Recovery rate

- Florida's “open for business” attitude has
resulted in strong GDP growth during
2021. According to third quarter data
released by the Bureau of Economic
Analysis, Florida's GDP grew by 3.7%
annually, placing the state well above
the U.S. average growth of 2.3% and
among the top ten states in the country
with the strongest GDP growth.

rl Office demand

Fort Lauderdale saw a surge in leasing
activity near the end of 2021. Total
leasing volume for the year reached 3.6
million sf, surpassing pre-pandemic
levels recorded in 2019 by 4.2%.

There was a strong uptick in sublease
transactions in 2021 as companies began
to take advantage of opportunities for
plug-and-play space and discounted
pricing. Companies that signed subleases
during 2021 included Envision Healthcare
(96,948 sf), West Marine (53,137 sf)
NationsBenefits (53,049 sf), Atento (30,801

sf) and GameStop (28,890 sf).
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Key office
takeaways
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Office supply

Fort Lauderdale’s overall vacancy rose to 19.1%
at the end of 2021, the highest pointin 10 years.

Although there are 14 large blocks of available
space above 20,000 sf on the market for sublease
in Broward County, sublease availability was on a
downward trend at the end of 2021. Total
sublease availability decreased by 100 basis
points over the quarter to 3.2%.

Fort Lauderdale office insights | Q4 2021

Pricing trends

Fort Lauderdale’s average asking rent
increased by a modest 5.5% year-over-year
to $36.38 per sf. While some of the rent growth
can be attributable to the delivery of the class
A Optima Onyx tower in Hallandale during
2021, class B rents also drove part of rent
growth and were up 8.5% since year-end
2020.

@ Capital markets

Fort Lauderdale’s office investment sales made
a steady recovery during 2021, however sales
volume lags pre-Covid sales volume from
2019 by 25.9%.

Office asset pricing began to recover during
the second half of 2021 as investment activity
picked up. The average price per sf
increased by 12.0% from pre-Covid pricing
at year-end 2019.
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Employment and
unemployment rate

.8%

Fort Lauderdale unemployment
rate as of November 2021, nearing
pre-pandemic levels.

Fort Lauderdale’s economy made a strong recovery
during 2021 with the unemployment rate dropping
to 3.8% in November 2021 from a peak of 17.4% in
May 2020. The job recovery this recession cycle has
been swift when compared to the job recovery from
the Global Financial Crisis.
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Office-using job gains
and losses

-1.1%

change in office-using
employment during the
pandemic.

South Florida MSA job losses have declined by 4.0%
since the start of the pandemic, though office-using
jobs contracted by just 1.1%. This recession’s impact
on the office-using labor market has been less
severe than the Global Financial Crisis, when
financial activities job losses totaled 13.9%.
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South Florida Metropolitan Statistical Area
February 2020 to October 2021

Business Services _ 2.4%

Financial Activities - 0.9%

Federal Government -0.6% .

State Government -2.2% _

Local Government iyl [

mormaton -5,5%
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Avg. leasing
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Absorption as a share
of inventory

-1.9%

net absorption as a percentage of
inventory during 2021.

Fort Lauderdale’s total net absorption ended the
year in negative territory at -513,511 sf, however,
market fundamentals are beginning to improve and
negative net absorption declined from nearly 1.0
million sf recorded during 2020.
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Office market
vacancy rate

19.1%

record high vacancy in Fort
Lauderdale during 2021.

Overall vacancy reached its highest point in 10
years during 2021 in Broward County. Direct
vacancy saw an uptick at the end of 2021 as the
master leases for both Centerfield and Aetna at
Plantation Corporate Center expired at the end of
2021, moving the two large subleases to direct
space in the market.
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Svirdale

Large-block
space by
class

Large blocks
available by
block size

Large block availabilities include any existing contiguous available space of 20,000 sf or more
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Vacant
sublease space

0.5 mst

increasing levels of sublease space
in Fort Lauderdale.

While sublease vacancy significantly increased
during 2020 and 2021, it remains well below the
peak levels seen during the early 2000s recession.
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Lease term
(mos.)

Average
lease term wmes
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Fort Lauderdale’s average lease term length has 40 mos.
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Office base
rental rates

+9.9%

year-over-year change in
asking rates in Fort
Lauderdale.

Fort Lauderdale saw modest rent growth of 5.5%
year-over-year. While some of the rent growth can
be attributable to the delivery of the class A Optima
Onyx tower during 2021, a rise in class B office
rents also drove rent growth throughout the county
with class B rates up 8.5% year-over-year.
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Office investment $1.58
dollar volume

o
Fort Lauderdale office investment
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Office asset pricing

+12.0%

increase in Fort Lauderdale office
pricing since year-end 2019.

Office asset pricing began to recover during the
second half of 2021 and was up by 12.0% from
pre-Covid pricing at year-end 2019. The largest sale
of the fourth quarter was Plantation Walk to Vision
Properties for $57.5 million, or $336 per sf.
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Here's what we can expect
looking forward

Although Fort Lauderdale’s office market did -
not quite experience the new-to-market
demand seen in Miami and West Palm
Beach during the pandemic, market
fundamentals began to stabilize at 2021
year-end. As rents continue to rise in
neighboring South Florida markets, Fort
Lauderdale will continue to present itself as
a lower-cost alternative for local tenants that
will begin to be priced out of Miami and
West Palm Beach.

The remaining large blocks of sublease
space on the market in Fort Lauderdale will
offer attractive opportunities for tenants to
take advantage of plug-and-play space and
discounted pricing.
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The post-pandemic office recovery has been
defined by an increased flight-to-quality
trend. As companies begin to lure their
employees back to the office in 2022, high-
quality office space and upgraded amenities
will become more and more important to
tenants as they seek to offer their
employees a workplace experience.

The wide adoption of the hybrid work
model as a result of the pandemic will
likely lead to some headwinds in 2022
as tenants reevaluate their space
needs and their long-term workplace
strategies.
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Get in touch

Greg Martin

Principal & Managing Director
+1 954 903 1815
greg.martin@avisonyoung.com

David Duckworth Pike Rowley

Principal
+1 954 938 1807
pike.rowley@avisonyoung.com

Principal
+1 954 938 1806
david.duckworth@avisonyoung.com

Paul Marko

Principal
+1 954 375 2068
paul.marko@avisonyoung.com
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Justin Cope Evie Linger

Florida Regional Lead,
Innovation & Insight
+1 954 903 3714

Principal
+1 954 903 3701
justin.cope@avisonyoung.com
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Office insights
glossary of terms

Demand Office rents and concessions Capital markets

- Leasing activity: total square footage of relocations, renewals, - Asking rents: pricing guidance provided by landlords to - Investment volume: office sales dollars expressed

expansions and subleases expressed when the leases are
signed, not when tenants take physical occupancy of the space
- Absorption: period-over-period change in occupied square
footage

Supply

- Office inventory: existing office properties that are 20,000+
square feet, excluding owner-occupied properties and
excluding government owner-occupied properties

Direct vacancy rate: space operated by landlords that is ready
for immediate occupancy

Sublease vacancy rate: space operated by sublandlords that
is ready for immediate occupancy

Total vacancy rate: sum of direct vacancy rate and sublease
vacancy rate

Availability rate: space that is vacant plus space that will
become vacant over an indefinite time horizon, including
spaces that are occupied by vacating tenants and under-
construction properties
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tenants for available space expressed as full service (FS)

Base rents: fair market value of market-level lease pricing
based on representative executed leases, expressed as full
service (FS)

Free rent period: months of free rent that are typically
provided upfront by landlords to tenants as a concession to
offset the total cost of a lease and/or the construction timeline
of an office suite

Tenant improvement allowance: an allowance expressed in
dollars per square foot provided from landlords to tenants to
offset build-out, engineering, space planning and related
permit costs

Net effective rent: base rents discounted by the dollar values
of tenantimprovement allowance and free rent concessions
expressed as full service (FS)

when the transactions close and based on inventory
thresholds; partial-interest sale dollar amounts are not
grossed-up to reflect the 100% value of the sale

- Asset pricing: unweighted average per-square-foot
asset pricing of market-level closed sales

- Cap rate: net operating income divided by sale price;
this measurement of market-level investment returns is
calculated as an unweighted average based on closed
investment sales
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Explore the latest
data and insights

The office vitality index

Measuring the pace of our return to downtowns

Our team analyzes how return-to-office efforts have
evolved across cities and industries across North
America.

U.S. employment overview

Tracking trends in real-time

Employment data of U.S. metropolitan statistical areas
and industries are analyzed across cycles for a real-time
and historical look at economic conditions.
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https://www.avisonyoung.com/experience/ten-trends/a-zero-carbon-world/home/?__hstc=111475547.23bfe142378acff50c466422530c927d.1636643674561.1636643674561.1636646142737.2&__hssc=111475547.3.1636646142737&__hsfp=3537442245&_ga=2.168299297.1864858578.1636643674-954597320.1636643674
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https://www.avisonyoung.us/en_US/real-time-us-employment-trends

For even more market
insights and information
visit avisonyoung.com
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