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While it was another quarter of positive 
absorption, Q2 2014 saw a slight increase in 
vacancy, to 11.8%, up 10 basis points (bps) 
quarter-over-quarter. With Q2 2014 posting 
153,061 sq. ft. of positive net absorption, this 
marks the fourteenth straight quarter where there 
was positive net absorption and the first time in 
seven quarters that vacancy increased. There 
is now over 37.5 million sq. ft. of office product 
currently occupied in the market. 

Strong preleasing in Q1 2014 was followed by 
yet another quarter of significant lease trans-
actions for product currently under construc-
tion. This was highlighted by ARM leasing over 
120,000 sq. ft. in Encino Trace I, which broke 
ground this quarter in the Southwest submarket. 
MapMyFitness also leased the entire second 
floor at Seaholm, totaling 33,000 sq. ft. This 
brings the level of preleased construction to 
just under 900,000 sq. ft, which accounts for 
almost 40% of product currently under construc-
tion. Demand in the market remains at a high 
level, with over 3.5 million sq. ft. of active office 
requirements. 

The Northwest submarket saw the majority of 
positive net absorption for the quarter, posting 
129,196 sq. ft.  The strong quarter was led by 
Websense taking 59,000 sq. ft. at Quarry Oaks 
Atrium Bldg A, with plans to expand into 33,000 
sq. ft. early next year. The Northwest was fol-
lowed by the Far Northwest and North Central 
submarkets, with both posting significant 

positive net absorption of 57,959 and 57,911 sq. 
ft. respectively.

The Southwest submarket saw its highest level 
of negative net absorption in seven quarters, 
when it returned over 280,000 sq. ft. to the 
market. By posting 128,463 sq. ft. of negative 
net absorption, the Southwest relinquished its 
title as the submarket with the lowest vacancy 
to the Northwest, which now show vacancy 
rates of 10.3% and 8.7%, respectively. The 
only other submarket to record negative net 
absorption for the quarter was the CBD, which 
ended the quarter with a modest 13,728 sq. 
ft. of negative net absorption.

Average asking rates in the market rose 
another $0.23 per sq. ft. quarter-over-quarter, 
up to $28.82 per sq. ft. on a full-service gross 
(FSG) basis. The CBD, which saw rates fall in 
three straight quarters, also saw an increase 
of $0.28 per sq. ft.  Asking rates are experi-
encing dramatic spikes due in large part to 
continued increases in taxes and operating 
expenses.

New construction once again makes big news 
with the kickoff of two major projects in the 
Southwest, totaling over 500,000 sq. ft. The 
quarter saw both Capital Ridge and the Enci-
no Trace buildings break ground, with ARM 
acting as the lead tenant for Encino Trace by 
leasing 120,000 sq. ft. in Building I.
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OVER 2 MILLION SQ. FT. UNDER CONSTRUCTION FOR FIRST TIME SINCE 2008.
*Arrows indicate change from previous quarter.
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Source: CBRE Research, Q2 2014.

Figure 1: Quick Stats

Q2 2014 Q-o-Q Y-o-Y

Vacancy

Asking Rates

Net Absorption

Under Construction

11.8% h i

$28.82 per sq. ft. h h 

153,061 sq. ft. i i

2.4 million sq. ft.       h h

Delivered Construction 0 1 i

ASKING RATE
$28.82 per Sq. Ft.

NET ABSORPTION
153,061 Sq. Ft.

UNEMPLOYMENT
4.2 % Y-o-Y

VACANCY RATE
11.8%

Hot Topics
Positive quarter sees vacancy rise. Asking 
rates continue to reach record levels. 
Under construction product reaches six 
year high.

•  Forbes ranks Austin as the fastest-
growing city in the nation for the fourth
straight year.

•  A study by The Business Journals
ranked Austin as the top metro area
for small businesses.

•  According to a study by The Brookings
Institute, Austin has been the nation’s
top performer through both the
recession and recovery.

•  Niche Link ranked Austin as the
second-best city for millennials.

•  Austin ranked third on Livability.com’s
April list of the Top Ten Cities for New
College Graduates.

•  Highspeedinternet.com lists Austin as
the third-best city to start an online
business.

•  A survey by MyFitnessPal ranked Austin
as the Top City for Group Fitness.

Figure 2: Vacancy Rate and Asking Rate 
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Figure 3: Market Statistics

Market 
Rentable 

Area
Vacant 
Sq. Ft.

Vacancy 
Rate

Net 
Absorption 

Sq. Ft.

2014 YTD 
Absorption 

Sq. Ft.

2014 YTD 
Delivered 

Construction 
Sq. Ft.

Under 
Construction 

Sq. Ft.

Avg. Direct Asking Lease 
Rates $/Sq. Ft./Yr

Class A Class B

CBD 9,084,414 1,086,559 12.0% (13,728) 7,405 744,632 $40.88 $30.72

Northwest 12,586,758 1,095,297 8.7% 129,196 210,031 566,973 $29.89 $25.72

Far Northwest 4,110,579 577,811 14.1% 57,959 79,252 $29.14 $26.19

North Central 2,986,685 551,014 18.4% 57,911 140,538 $30.85 $21.49

Round Rock 620,894 80,136 12.9% 2,674 19,328 N/A $22.49

East 1,958,021 346,534 17.7% 27,202 18,875 N/A $16.83

South 1,746,355 308,862 17.7% 20,310 37,880 $26.00 $14.37

Southwest 9,382,293 962,464 10.3% (128,463) (115,620) 1,054,329 $30.72 $26.80

Totals 42,475,999 5,008,677 11.8% 153,061 397,689 0 2,365,934 $33.44 $22.75

Source: CBRE Research, Q2 2014.
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Class A Class B Overall Net Absorption 

Q2 2014 saw citywide net absorption reach 153,061 sq. ft., 
marking the 14th straight quarter of positive net absorption, 
bringing the year-to-date (YTD) total to 397,689 sq. ft. The 
Northwest submarket accounted for over 120,000 sq. ft. of 
positive net absorption, making up 80% of total net absorption 
for the quarter. With the Southwest submarket seeing significant 
negative net absorption for the quarter, the Northwest took 
over as the submarket with the lowest vacancy, falling to 8.7%. 
It was also a strong quarter for the Far Northwest and North 
Central submarkets, with 57,959 and 57,911 sq. ft. of positive 
net absorption.

The remaining negative net absorption across the market 
was modest, with the CBD submarkets being the only other 
submarket with negative absorption. This also marks only 
the third time since the start of 2012 that the CBD posted 
negative net absorption for the quarter  It should be noted 
that upcoming quarters are expected to see strong positive 
absorption, with significant space already planned to be 
occupied. These include Box occupying 20,000 sq. ft at One 
American Center and UT Systems moving into 29,000 sq. ft. at 
Lavaca Plaza next quarter.

Major deals of Q2 2014:

• Solar Wind relocated from the entire 105,500 sq. ft.
building at the Park on Barton Creek 2, backfilling into
AMD’s 227,000 sq. ft. at 7171 Southwest Parkway -
400.

• CMC Americas vacated 22,253 sq. ft. at Stonebridge
Plaza II.

• Office Depot moved into 25,000 sq. ft. at Amber Oaks
H.

• Marvell downsized its space by 10,000 sq. ft.at Las
Cimas II.

• AMD moved out of 118,000 sq. ft. at 7171 Southwest
Parkway - 300.

Figure 4: Net Absorption and Vacancy Rate

Source: CBRE Research, Q2 2014.

Source: CBRE Research, Q2 2014.
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Figure 5: Net Absorption by Class 
Sq. Ft. 
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OFFICE RENTS
Citywide average asking rates rose another $0.23 per sq. ft. 
quarter-over-quarter, reaching a new record high of $28.82. For 
the first time in ten quarters, Class A rates saw a very slight 
decrease, falling $0.03 per sq. ft. to $33.44 per sq. ft. Conversely, 
Class B posted significant increases of $0.75 per sq. ft., rising to 
$22.75 per sq. ft. This was also reflected in the CBD, where Class 
A and B product saw decreases and increases respectively, and 
total average rates ultimately jumped up to $38.31 per sq. ft. 
Class C rates saw significant increases in both the CBD and 
suburban submarkets.

OFFICE PRODUCT
Total office product under construction reached its highest levels 
since 2007, at over 2 million sq. ft. The Southwest, having 
launched two more large projects in Q2 2014, reached the 
highest levels ever recorded for the submarket and leads all others 
with over 1 million sq. ft. The two-building Encino Trace project 
totals 320,000 sq. ft., with a lead tenant in ARM leasing up 
120,000 sq. ft. in Building I. Capital Ridge also broke ground in 
May and, with no significant space currently leased, is starting 
construction as largely on spec. The project will be accompanied 
by the 194-room Hotel Granduca near the intersection of Loop 
360 and Bee Caves Rd. When all current projects are completed, 
the Southwest is poised to surpass over 10 million sq. ft. of total 
product in the submarket, and remain the second largest 
submarket.

UNEMPLOYMENT
While both The United Sates and Texas continue to show 
improvement in unemployment, the Austin-Round Rock-San 
Marcos MSA continues to outpace both, as Q2 2014 saw 
unemployment fall to just above 4% to 4.2% in the month of April. 
Since the end of 2013, Austin has seen unemployment fall a total 
of 90 bps. National and state rates both recorded as 6.3% to 
5.2% respectively. According to the U.S. Bureau of Labor Statistics, 
the state has added over 348,000 jobs since the beginning of the 
year, with 64,100 of those jobs coming in the month of April. 

Austin, and most of Texas, has garnered major attention from local 
and national media outlets for their ability to maintain low 
unemployment numbers in the midst of a surging population 
boom. Forbes lists Austin as the third best major city for jobs, with 
another Texas city, Houston, taking the fifth spot. As projected by 
demographer Ryan Robertson, the Austin metro area expected 
surpass the 2 million population mark by next summer, and CNN 
released a report listing Austin as the fastest growing city in the 
nation. 

Figure 6: Gross Annual Average Asking Rates, per Sq. Ft.
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Figure 7: Construction
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Source: CBRE Research, Q2 2014.

Source: CBRE Research, Q2 2014.

Source: Bureau of Labor Statistics, January 2014.
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TEXAS RESEARCH

Lynn Cirillo
Research Operations Manager
CBRE Americas Research
2800 Post Oak, Suite 2300
Houston, TX 77056
e: lynn.cirillo@cbre.com

Nicholas Ianetta
Research Coordinator 
CBRE Austin Research 
100 Congress Avenue, Suite 500 
Austin, TX 78701
t: 1 512 499 4939 
e: nick.ianetta@cbre.com

CONTACTS
For more information about this Austin Office MarketView, 
please contact:
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FOLLOW CBRE

GLOBAL RESEARCH AND CONSULTING 
This report was prepared by the CBRE U.S. Research Team which forms part of CBRE Global Research and Consulting – a 
network of preeminent researchers and consultants who collaborate to provide real estate market research, econometric 
forecasting and consulting solutions to real estate investors and occupiers around the globe. 

Additional U.S. research produced by Global Research and Consulting can be found at www.cbre.us/research.

DISCLAIMER 

Information contained herein, including projections, has been obtained from sources believed to be reliable. While we do not doubt its accuracy, we 

have not verified it and make no guarantee, warranty or representation about it. It is your responsibility to confirm independently its accuracy and 

completeness. This information is presented exclusively for use by CBRE clients and professionals and all rights to the material are reserved and cannot be 

reproduced without prior written permission of CBRE.
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