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More Jobs Mean More Spending in 2011

Source: Moody's Analytics
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Key Economic Indicators Indexed to Pre-
Recession Levels

Source: Moody’s Analytics
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10-Year Treasury Rates

Source: Moody’s Analytics

0%

2%

4%

6%

8%

10%

12%

14%

16%

1953 1957 1961 1965 1969 1973 1977 1981 1985 1989 1993 1997 2001 2005 2009

Average Since 1900 = 4.9%
Average Since 1953 = 6.3%



2.00

2.20

2.40

2.60

2.80

3.00

3.20

3.40

3.60

3.80

4.00

10
 Y

r R
at

e

10 Year Treasury Rates Since Dec 2008

© Copyright 2011 CoStar Group, Inc. Presented by Andrew Florance, President and CEO



Inflation Rates Versus Commodity Prices
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Where Are Interest Rates Headed?

LT Growth Rate in 
GDP

Inflation Nominal Rate for 10 
Yr Treasury Bonds

2.5% 2.0% 4.5%

3.0% 2.5% 5.5%

3.5% 3.0% 6.5%

But QE2 could keep us well below these figures for 
2011 until at least June when bond buying eases off
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Long Term Risk Free
Government Rates
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Federal Reserve's Industrial Production 
Index

Source: Moody’s Analytics

65

70

75

80

85

90

95

100

105

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010



© Copyright 2011 CoStar Group, Inc. Presented by Andrew Florance, President and CEO

ISM Purchase Managers Index
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Consumer Confidence

Source: Moody’s Analytics
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Retail Sales (Through Dec 2010)
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Worst Post-War Job Loss Periods by % of 
Pre-Recession Workforce
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Total Nonfarm Employment

Source: Moody’s Analytics
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Nonfarm Job Growth

Source: Moody’s Analytics
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Office Using Job Growth

Source: Moody’s Analytics
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Good news: 
It is heading down but 
why so sticky 
downward?

Four reasons…

Unemployment Since Jan 2007
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Source: BEA
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Corporate Profits

Source: Moody’s Analytics
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Housing Distress Remains: Case Shiller
Takes A Double Dip (Starts in Jan 2000)
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Housing Distress Remains: Case Shiller
Takes A Double Dip (Starts in Jan 2000)
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Economic Danger Zones for 
2011 and beyond

1. Oil price increases based on emerging 
market demand (China, India)

2. Rising health care costs even before the 
health care plan coverage of 32 million 
Americans is implemented

3. A terrorist act or continued stupidity on the 
part of North Korea

4. Rising interest rates after June of 2011
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Summary

Weaning the US off of the Bernanke QE2 
pump and government stimulus will be hard.
Debt Deficit could be catastrophic if not reined 
in with a solid and legislated plan.
Short term slack in the labor markets will keep 
prices and interest rates down for the first half 
of 2011 but commodity prices will lead 
inflation.
Positive employment will drive positive 
absorption.
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Leasing Market Review
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U.S. Leasing Activity by Quarter

Source: CoStar Group
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Net Absorption

Source: CoStar Group
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Net Absorption

Source: CoStar Group
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Net Absorption

Source: CoStar Group
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Net Absorption and Office Using Job 
Growth

Source: CoStar Group
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2010 Net Absorption in 20 Largest Markets

Millions of Square Feet
Source: CoStar Group
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2010 Net Absorption by Class

Millions of Square Feet
Source: CoStar Group
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Deliveries as % of Inventory

Source: CoStar Group
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Construction Starts

Source: CoStar Group
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Under Construction as % of Inventory in 
20 Largest Markets

Millions of Square Feet
Source: CoStar Group
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Vacancy and Availability Rates

Source: CoStar Group
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Quarterly Change in Vacancy Rate

Source: CoStar Group
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Percentage of Submarkets With Declining 
Vacancy Rates

Source: CoStar Group
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Current Vacancy Rates in 20 Largest 
Markets

Source: CoStar Group
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Quarter-Over-Quarter Change in 
Occupancy Rates in 20 Largest Markets

Source: CoStar Group
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Class A Office Quoted Rental Rates

Source: CoStar Group
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Annual Change in Quoted Office Rents

Source: CoStar Group
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Contract Rent to Asking Rent 
Percent Differential
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Quarter-Over-Quarter Change in Rental 
Rates in 20 Largest Markets

Source: CoStar Group
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Vacancy Forecast

Source: CoStar Group
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Rent Forecast

Source: CoStar Group
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Capital Markets and Sales
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Change in CRE Debt Outstanding

Source: Federal Reserve
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Quarterly CMBS Issuances

Source: CMLS
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REIT Capital Offerings

Source: NAREIT
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Year-to-Date Sales Volume in 20 Largest 
Markets

Source: CoStar Group
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For Sale Properties Withdrawn From the 
Market

Source: CoStar Group
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Select Top Sales Fourth Quarter 2010

Port of NY Authority 
Inland Terminal
111 Eighth Avenue
New York, NY
12/22/2010
$1,770,000,000
$606/SF

Hyatt Center
71 S Wacker
Chicago, IL
12/20/2010
$625,000,000
$419/SF

Heritage Plaza
1111 Bagby & 430 Lamar Street 
Houston, TX
12/9/2010
$321,500,000
$280/SF

Potomac Yard 
2733-2777 Crystal Drive
Arlington, VA
10/1/2010
$241,912,936
$389/SF

John Hancock Tower 
100- 200 Clarendon Street
Boston, MA
12/29/2010
$930,000,000
$521/SF
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Premium Paid Per Square Foot For a 
90% Leased Property 
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Price PSF for Office Buildings At 90% Plus 
Occupancy Over Those at 70% or Less
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Price of the Average Sale Over Time

Source: CoStar Group
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Cap Rates

Source: CoStar Group
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Weighted Average Cap Rates By Deal Size 
(Two Quarter Moving Average)

Source: CoStar Group

5

6

7

8

9

10

11

2010
4q

2009
4q

2008
4q

2007
4q

2006
4q

2005
4q

2004
4q

2003
4q

2002
4q

2001
4q

2000
4q

1999
4q

1998
4q

1997
4q

1996
4q

1995
4q

Less Than $5 Million $5-$20 Million $20-$50 Million Over $50 Million



© Copyright 2011 CoStar Group, Inc. Presented by Andrew Florance, President and CEO

Year-to-Date Cap Rates in 20 Largest 
Markets

Source: CoStar Group
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CoStar's Quarterly Repeat Sale Index

Source: CoStar Group
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CoStar's Monthly Repeat Sale Index

Source: CoStar Group
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Year-Over-Year Change in CoStar's 
Monthly Repeat Sale Index

Source: CoStar Group
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Number of CoStar Repeat Sale Sub-
Indices Going Up in Value

Source: CoStar Group
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Source: CoStar Group
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Year-Over-Year Change in CoStar's 
Repeat Sale Indices
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Average Year-to-Date Price Per SF in 
20 Largest Markets

Source: CoStar Group
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Distressed vs. Non-Distressed 
Sales Volume

Source: CoStar Group
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Distressed Sales Volume

Source: CoStar Group
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Distressed Sales Volume by Property Type

Source: CoStar Group
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Distress Sales Volume by Market 2009-10

Source: CoStar Group
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Year-to-Date Net Buying by Investor Type

Source: CoStar Group
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