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THE STINGS OF COVID-19 IMPACT 
GROWTH FUNDAMENTALS
Charlotte’s office market experienced its first correction since the close 
of 2018, as supply outpaced demand for the first time in nine quarters. 
Over 262,000 square feet of negative net absorption was recorded 
during the second quarter of 2020. The Class A segment saw the most 
supply returned to the market, recording over 154,000 square feet of 
negative absorption. Class B space followed with over 109,000 square 
feet of negative net absorption, while the lower-tier Class C sector 
basically saw a balance between demand and supply with a lackluster 
557 square feet of absorbed space. Notably, the office sector’s strong 
first-quarter performance helped keep demand growth in the black with 
approximately 242,000 square feet of absorbed space for the first half 
of the year. Although overall vacancy rose 30 basis points over the 
quarter to 11.3%, it was still down 20 basis points from one year ago. 
The average asking rate continued to rise, driven by landlords holding 
asking rates level coupled with the increase of higher-tier Class A 
available space to the market. The quarter’s average continued its 
record climb, pushing past the $30.00/SF mark for the first time while 
increasing 5.9% over last year to reach $30.01/SF. 

Three buildings totaling 119,000 square feet were completed during the 
second quarter, while robust construction activity remained. Notably, 
Duke Energy’s 1.0 million-square-foot tower in the CBD, which is 
expected to be completed in mid-2022, is not accounted for in overall 
construction since it will be owner-occupied and still there are 21 
buildings totaling over 4.5 million square feet underway. This is the 
largest amount of new construction recorded for the market, and over 
73% is concentrated in Charlotte’s CBD and Midtown/Southend
submarkets. Overall the pipeline was 47.8% pre-leased.  

LEASING AND INVESTMENT SALE ACTIVITY
Leasing fell by 59.5% from the previous quarter with a lackluster 
217,000 square feet of deals recorded in second-quarter 2020, bringing 
year-to-date transactions to more 752,000 square feet at the midyear 
point. This was significantly down from the 2.4 million square feet 
leased one year ago. Class A space held on to the lead with 596,000 
square feet, while Class B trailed behind, accounting for 128,000 square 
feet.

Investment sales decreased with only one building, totaling 182,169 
square feet, trading hands during second-quarter 2020, bringing year-to-
date sales to 10 for 2.1 million square feet, with a value in excess of 
$269.5 million. This was down from the 3.1 million square feet that sold 
for $694.5 million during the same period one year ago.

CURRENT CONDITIONS

Growth conditions stalled from the effects of the pandemic set in during 
the second quarter of 2020.

Negative net absorption combined with a slight increase in vacancy and 
decreases in leasing and investment sales resulted from the current 
economic climate. 

Despite softening conditions, robust construction and a slight increase in 
average asking rates remained. 

MARKET ANALYSIS

Asking Rent and Vacancy

Net Absorption (SF)

MARKET SUMMARY
Current 
Quarter

Prior
Quarter

Year Ago
Period

12 Month
Forecast

Total Inventory (SF) 50.2 M 50.2 M 48.9 M 

Vacancy Rate 11.3% 11.0% 11.5% 

Quarterly Net Absorption 
(SF) (262,861) 504,700 699,389 

Average Asking Rent 
(FS/SF) $30.01 $29.78 $28.34 

Under Construction (SF) 4.6 M 4.2 M 4.3 M 

Deliveries (SF) 118,963 114,469 479,261 
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SUBMARKET STATISTICS
Total 

Inventory 
(SF)

Under 
Construction 

(SF)

Total
Availability

Rate

Qtr
Absorption

(SF)

YTD
Absorption

(SF)

Class A
Asking Rent
(Price/SF)

Class B
Asking Rent
(Price/SF)

Overall
Asking Rent
(Price/SF)

Charlotte CBD 16,145,355 1,547,915 9.6 % -175,971 -35,611 $35.92 $30.15 $34.65

Airport 9,985,557 95,000 13.4 % 20,725 166,068 $26.45 $23.49 $24.80

Cabarrrus County 572,617 0 6.1 % 2,800 -13,886 - $14.50 $14.17

East Charlotte 656,759 0 25.1 % 17,834 25,997 $31.15 $15.91 $16.87

Iredell County 234,275 35,000 33.2 % -9,370 -11,120 $34.00 $17.26 $26.73

Lancaster County 403,352 0 1.0 % 0 0 N/A $19.50 $19.50

Matthews 606,802 0 20.5 % -117 -1,086 N/A $18.16 $16.92

Midtown/NoDa 556,091 603,162 6.8 % 23,536 17,950 $35.50 $18.00 $34.04

Midtown/Southend 1,999,841 1,795,181 8.1 % -21,236 668 $35.66 $31.27 $35.21

Northeast/I-77 1,518,244 0 15.2 % 2,524 -13,493 $27.69 $24.70 $26.78

Park Road 653,118 0 11.9 % -78,962 -51,736 N/A $27.96 $26.94

South Charlotte 945,716 0 6.9 % 5,064 18,364 $25.73 $26.50 $25.80

South/485 5,107,529 328,000 11.4 % -9,543 180,985 $33.93 $28.95 $33.63

Southpark 4,294,306 0 9.5 % -50,962 -35,694 $36.43 $31.25 $34.58

University 4,216,791 159,041 15.0 % 5,177 -345 $24.92 $26.23 $25.75

York County 2,289,054 0 8.6 % 5,640 -5,222 $29.39 $23.00 $27.36

Suburban Total 34,040,052 3,015,384 12.1 % -86,890 277,450 $30.87 $24.55 $28.10

Charlotte Market Total 50,185,407 4,563,299 11.3 % -262,861 241,839 $32.65 $25.62 $30.01
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LOCAL ECONOMIC CONDITIONS

The end of the quarter highlighted the COVID-19 pandemic’s  
unfolding impacts on the region’s economy. The region’s 
unemployment rate grew to 13.2% as of May 2020, 20 basis points 
higher than that of the nation. While there was some improvement 
in May’s economic indicators, sustained recovery from the current 
recession remains to be seen.

Overall employment contracted by 11.0% in the Charlotte region, in 
the 12 months ending in May 2020. The leisure/hospitality 
industry, comprised of lodging and food and beverage 
establishments, had employment drop by 43.5% during that period, 
accounting for the largest portion of the overall market losses. 
Meanwhile, the financial activities industry experienced year-over-
year growth of 3.9% as the region experienced growth from the 
BB&T/SunTrust merger into Truist, which located its new 
headquarters in Charlotte. (BB&T had previously been in Winston-
Salem, while SunTrust had been headquartered in Atlanta.)

UNEMPLOYMENT RATE

Not Seasonally Adjusted

CONSUMER PRICE INDEX (CPI)

All Items, 12-Month % Change, Not Seasonally Adjusted

EMPLOYMENT BY INDUSTRY

Charlotte, May 2020

PAYROLL EMPLOYMENT

Total Nonfarm, Not Seasonally Adjusted, 12-Month % Change 

EMPLOYMENT GROWTH BY INDUSTRY

Charlotte, May 2020, 12-Month % Change, Not Seasonally Adj.
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Newmark Knight Frank has implemented a proprietary database and our tracking methodology has been revised.  With this expansion and refinement in our data, there may be adjustments in 
historical statistics including availability, asking rents, absorption and effective rents. Newmark Knight Frank Research Reports are available at www.ngkf.com/research

All information contained in this publication is derived from sources that are deemed to be reliable. However, Newmark Knight Frank (NKF) has not verified any such information, and the same 
constitutes the statements and representations only of the source thereof, and not of NKF. Any recipient of this publication should independently verify such information and all other information 
that may be material to any decision that recipient may make in response to this publication, and should consult with professionals of the recipient’s choice with regard to all aspects of that 
decision, including its legal, financial, and tax aspects and implications. Any recipient of this publication may not, without the prior written approval of NGKF, distribute, disseminate, publish, 
transmit, copy, broadcast, upload, download, or in any other way reproduce this publication or any of the information it contains.
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