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CURRENT CONDITIONS

Fifth straight quarter of negative absorption with more than 1.1 
MSF of giveback in the past 90 days

Nearly 3.0 MSF of sublease space now available on market; up 
172% year over year

Q3 leasing activity mirror prior quarter of less than 500K SF; 1/4th

the pre-pandemic mark
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MARKET SUMMARY
Current 
Quarter

Prior
Quarter

Year Ago
Period

12 Month
Forecast

Total Inventory 70.5 MSF 70.0 MSF 69.8 MSF é

Vacancy Rate 14.0% 12.3% 11.2% é

Quarterly Net Absorption -1,157,915 -304,869 -1,414,398 é

Average Asking Rent $36.24 $36.37 $35.06 ê

Under Construction 6.6 MSF 7.1 MSF 4.1MSF ê

Deliveries 2 1 3 é

AUSTIN
OFFICE MARKET

Net Absorption (SF, Millions)

-1.50
-1.00
-0.50
0.00
0.50
1.00
1.50

3Q15 3Q16 3Q17 3Q18 3Q19 3Q20

RESEARCH 3Q 2020

MARKET ANALYSIS

Asking Rent and Vacancy

CONTINUED COVID IMPACT FELT 
THROUGHOUT AUSTIN OFFICES
Austin’s office market saw a continued wide-ranging impact from 
COVID-19 during the third quarter.   Within the Austin market, metrics 
turned negative as rental rates fell to $36.24/SF across all building 
classes, and over 1.1 MSF of give back across all classes occurred.  
This negative absorption is the fifth quarter of the last six where the 
market gave back more space than it took up.  As a result, the overall 
vacancy rate has risen in the market to 14.0 % at the close of the 
quarter.  For trophy or Class A stock, the metrics saw a nearly 16.0% 
vacancy rate and more than 900,000 SF of negative absorption. 

The market’s vacancy rate has gained roughly 280 basis points year-
over-year, indicating a potential imbalance towards more supply than 
demand.  Additionally, the market is now home to more than 3.0 MSF of 
sublease space available, growing over 170% in a year.  Overall, five 
submarkets tracked by Newmark Knight Frank have a vacancy rate of 
greater than 10%.  Two submarkets, the East and Northwest had 
vacancy rates for the quarter surpassing 18%.  Additionally, there has 
been almost 500,000 square feet of additional sublease space that has 
come to the market during the third quarter as companies continue to 
reduce headcount and look for ways to reduce real estate spend during 
the continued shift to WFH and the pandemic.

The first quarter absorption was positive 16,674 square feet.  By 
comparison, the second quarter saw 304,869 square feet of space 
given back, and the past ninety days saw that number increase by 
nearly more than 800,000 square feet of negative absorption.  Only the 
Georgetown submarket saw positive absorption during the third quarter 
as tenants continue to look to the potential suburban locale to set up 
smaller satellite offices.

Overall rental rates decreased $0.13/SF to $36.24/SF in the quarter as 
the market continues to shift to a tenant-favorable status. Also, the 
price discount between direct and sublet space has shrunk to  
$0.17/SF. While several submarkets saw marginal rental rate growth, 
rates in the market have flattened, highlighting a lower demand through 
the first half of the year combined with the COVID 19 pandemic 
uncertainty within the market.



© NEWMARK KNIGHT FRANK | 2020 RESEARCH | 2

Leasing activity in the CBD continues to lag behind the levels seen in 
2018 and early 2019. However, the average asking rental rate in the 
CBD is $50.12/SF, a increase of just over $1.10/SF from the previous 
quarter. Direct rates rose to $51.28/SF while sublet rates climbed by 
$2.00/SF, up to $48.50/SF.  The tightening spread between direct and 
sublease space continues to show the submarket to be in high demand 
by users of all types. Currently 3.67 million square feet of space is 
under construction in the CBD submarket, having added 600,000 
square feet to the pipeline year-to-date in 2020

The vacancy rate in the North submarket continues to be the lowest in 
the market, even with a rise to 7.7%.  Rental rates fell significantly this 
quarter, rising to $31.25/SF. The price discount between direct and 
sublease space is now at $6.47/SF as direct asking rates decreased to 
$30.01/SF for the quarter.  Currently only Domain Tower 2 is actively 
under construction and will add 320,500 square feet to the submarket 
when it completes in August 2021, a drastic change from information 
reported in the fourth quarter of 2019. 

The overall average rental rate on Austin’s east side remains one of the 
biggest movers as the quarter saw it close at $37.18/SF, up 
significantly from the prior quarter. Direct rates increased by almost 
$1.30/SF and are now at $38.49/SF. Class A sublet space in the 
submarket saw a significant increase  to $41.15/SF, an increase of 
over twenty percent from the previous quarter as demand continues for 
Class A space.

Vacancy in the East Northeast submarket has been steadily increasing 
over the past quarter to 24.9%, up from 19.7% in the first quarter and 
the submarket maintains the highest vacancy rate market wide. 
Additionally, this submarket’s Class A space is now more than 40 
percent vacant as tenants leave for more user-friendly locations in 
other submarkets

LEASING ACTIVITY
Leasing activity mirrored the 2nd quarter, and closed at just over 
500,000 square feet of space, less than 1/7th the prior twelve quarter 
average. Transactions totaled 108 for the quarter and the average 
lease size increased to 4,555 square feet. The largest leases reported 
during the quarter was Auctane LLC taking just over 104,000 square 
feet in the west submarket at 4301 Bull Creek Road. This transaction 
alone represented more than 20 percent of the total square footage 
leased during the quarter.

CRANE WATCH
Austin has maintained its robust development pipeline in to the new 
year, with at least fourteen office properties proposed across the 
market. The market currently has more than 6.0 million square feet of 
space under construction, with a fairly even split between the CBD and 
suburban markets in terms of square footage. Construction has started 
on 6 X Guadalupe, Austin’s tallest tower. The project is being 
developed by Lincoln Property Co. and will include 589,661 square feet 
of office space, 349 apartments and 11,675 square feet of retail space 
once complete. Block 185, at the corner of Cesar Chavez and Nueces 
streets, is also underway. The 723,000 square foot building is already 
100% pre-leased by Google and features a prominent sail-like design. 
Google expects to move in sometime in 2023. 

AVERAGE ASKING RENT BY SUBMARKET

Average Asking Rent ($/SF)
Current 
Quarter 2Q19

12 Month
Change

CBD $48.99/SF $49.76/SF ê

Southwest $38.70/SF $38.81/SF ê

North $29.48/SF $32.07/SF ê

Suburban $33.50/SF $33.32/SF é

Northwest $33.51/SF $32.99/SF é

East/ Northeast 22.5% 18.2% é

South/Southeast 11.1% 10.3% é

Southwest 8.7% 10.8% ê

Suburban 13.0% 11.1% é

Northwest 18.1% 11.3% é

VACANCY BY SUBMARKET

Vacancy Rate (%)
Current 
Quarter 2Q19

12 Month
Change

3Q 2020 AUSTIN OFFICE MARKET
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LEASE/USER TRANSACTIONS

Tenant Building Submarket Type Square Feet

Auctane LLC 4301 Bull Creek Rd West Direct/New 104,158

Unknown Tenant 206 Wild Basin Rd S Southwest Direct/New 31,022

Gatehouse Media 8000 Metropolis Dr Southeast Direct/New 29,425

SELECT SALE TRANSACTIONS Q3 2020

Buyer/Seller Building Submarket Sale Price $/SF

Karlin Real Estate/BAE Systems BAE Systems Campus (3 buildings) East $50,00,000 (rumored) $137

Oak Point Real Estate/SW Bell 3707 S 2nd St South $7,890,000 (mortgage) $205

3Q 2020 AUSTIN OFFICE MARKET

Expected to deliver in April 2021, Indeed Tower is already pre-leased to 
tenants including Brown Advisory, Teacher Retirement System of Texas 
and Indeed. However, TRS is expected to sublease its 100,000 square 
feet of space and Indeed is the buildings largest tenant, taking up the 
top ten floors. 405 Colorado is expected to deliver in early 2021 and 
between DLA Piper and AB Private Investors, is already 45% pre-leased. 
Once complete, the building will contain 25 stories of office space. 

WeWork Towers, a massive mixed-use project at Cesar Chavez and Red 
River was in the planning stages prior to the company’s financial issues 
in 2019. The status of the project is currently unknown and could be 
impacted further by the company’s recent credit downgrade to CCC+ 
from B- and subsequent placement on the watch list by S&P. This is a 
project to watch as it would be one of Austin’s largest projects should 
planning proceed. 

Additionally, while lowered interest rates typically make it easier to 
borrow, according to Brookings, despite the Federal Reserve’s decision 
to slash interest rates, firms may still have difficulty borrowing due to 
the overall uncertainty surrounding COVID-19’s economic impact. So 
while it may be a good time for firms to look in to purchasing debt and 
assets, the process could still prove difficult for buyers and 
developers. 

ECONOMY 
The Austin economy has been impacted by COVID-19, but has already 
begun to show signs of a slow recovery. While forecasts do not show a 
return to pre-pandemic employment numbers for the next 12 to 18 
months, overall unemployment has dropped to below 7 percent at the 
end of the third quarter, down significantly from the peak 11 percent 
the region saw at the start of the pandemic slowdown.

The continued impact on Austin of the COVID pandemic (and to a 
smaller extent, the oil-price worries more widely impacting Houston 
and Dallas) can now be more readily seen in other areas of economic 
data.  The data also shows the slow emergence from the recession 
that Austin is beginning to see. Across 8 of the 12  employment 
sectors tracked, 12 month growth percentages have continued to be 
negative.  However, positive momentum was seen in 4 sectors, 
including mining, professional services, and financial sectors with 12 
month growth percentages trending positive as new job postings and 
hiring in those sectors take place. economy continue to shed jobs 
while adjusting to the pandemic.  

Given the tech industry’s impact on in-migration and population growth, 
layoffs and lack of funding for startups could put a strain on secondary 
industries, such as construction and home building. As Moody’s 
Analytics notes, the volatility of the tech industry has been a risk for the 
Austin metro all along, but how the industry responds to COVID-19 will 
be certain to impact Austin’s economy in both the short and long-term.  
On a more promising note, Tesla’s new factory has broken ground.  The 
nearly 5 MSF factory will have an office component and is expected to 
be completed by mid 2021.  The over $1B factory is projected to 
eventually employ more than 5,000 workers.
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SUBMARKET STATISTICS

Total 
Inventory 

(SF)

Under 
Construction 

(SF)

Total 
Vacancy 

Rate

Qtr
Absorption 

(SF)

YTD 
Absorption 

(SF)

Direct
Asking Rent
(Price/SF)

Sublet
Asking Rent
(Price/SF)

Average
Asking Rent
(Price/SF)

CBD Total 11,859,752 3,678,781 9.6% -115,971 -409,915 $51.28 $48.50 $50.12

Class A 8,190,239 3,678,781 10.4% -27,835 -326,993 $53.03 $49.52 $51.50

Class B 3,037,553 0 8.3% -68,570 -61,356 $49.08 $45.12 $47.60

Cedar Park / Georgetown 
Round Rock Total

3,624,013 0 10.1% 102,608 187,915 $31.27 $32.63 $31.33

Class A 1,843,183 0 12.3% 95,329 178,503 $33.30 $35.87 $33.46

Class B 1,530,371 0 9.1% 6,321 9,305 $27.54 $28.50 $27.63

Central West Central Total 5,238,815 384,000 10.7% -58,901 -31,303 $34.63 $36.59 $34.97

Class A 1,364,852 384,000 19.0% -44,718 1,322 $44.23 $39.54 $42.11

Class B 2,832,851 0 9.2% -8,178 -26,355 $33.80 $32.30 $33.33

East Northeast Total 6,833,577 365,591 25.9% -45,465 32,208 $38.49 $34.18 $37.18

Class A 1.784,298 199,436 41.5% -288,677 -391,503 $46.18 $41.15 $45.02

Class B 4,460,670 165,097 22.0% -36,928 -17,305 $26.11 $24.12 $24.83

North Total 7,940,001 330,000 7.7% -149,245 -189,332 $30.01 $36.48 $31.25

Class A 3,583,997 330,000 3.1% -14,972 -27,309 $36.46 $37.52 $36.69

Class B 4,218,236 0 11.7% -279 15,607 $28.57 $35.97 $29.57

Northwest Total 17,759,028 0 19.6% -310,512 -248,333 $34.25 $29.80 $33.34

Class A 10,616,049 0 24.3% -120,210 -196,335 $36.94 $32.11 $35.72

Class B 6,949,710 0 13.0% -191,615 -92,930 $31.11 $24.60 $30.89

South Southeast Total 6,266,656 1,193,310 13.1% -110,318 -65,476 $36.69 $42.51 $37.05

Class A 1,347,543 1,193,310 12.5% -17,183 45,507 $35.91 $39.49 $36.14

Class B 4,090,789 0 12.6% -87,176 -110,303 $37.00 $21.40 $35.00

Southwest Total 11,141,683 307,962 8.7% -216,382 -128,410 $37.27 $35.41 $36.88

Class A 7,767,759 307,962 10.0% -135,876 -239,593 $40.69 $32.09 $37.10

Class B 3,143,013 0 8.4% -59,339 -88,394 $32.90 $28.20 $32.80

Suburban Total 58,663,053 3,172,501 14.9% -1,041,944 -1,130,008 $34.71 $32.31 $34.24

Class A 28,276,561 3,007,304 17.2% -526,307 -608,008 $38.75 $34.60 $37.80

Class B 27,363,274 165,097 13.4% -510,831 -522,000 $31.93 $27.61 $31.20

Austin Total 70,539,510 6,628,988 14.0% -1,157,915 -1,446,137 $36.28 $36.11 $36.24

Class A 36,466,800 6,465,056 15.7% -554,152 -917,942 $40.74 $38.38 $40.05

Class B 30,417,512 165,097 12.9% -579,401 -532,122 $32.79 $31.67 $32.61

3Q 2020 AUSTIN OFFICE MARKET
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RSFRank Submarket

1 Far North Dallas 61.5 M
2 DFW Las Colinas 41.4M
3 Houston CBD 39.7 M
4 Richardson/Plano 35.5 M
5 Dallas CBD 31.2 M
6 DFW Mid-Cities 28.0 M
7 HOU Galleria/Uptown 23.9 M
8 HOU Energy Corridor 23.5 M
9 DFW LBJ Freeway 21.7 M

10 Austin Northwest 18.8 M

UNEMPLOYMENT RATE

Not Seasonally Adjusted

PAYROLL EMPLOYMENT—SELECT TEXAS 
MARKETS

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

EMPLOYMENT BY INDUSTRY

Austin, August 2020

PAYROLL EMPLOYMENT

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

EMPLOYMENT GROWTH BY INDUSTRY

Austin, August 2020, 12-Month % Change, Not Seasonally 
Adjusted
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SELECT TEXAS MARKETS- LARGEST 
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Top 10 Submarkets by Rentable Square Feet
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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.

GRAHAM HILDEBRAND
Director –Texas Research
713.599.5151
Graham.hildebrand@ngkf.com

WALTER BRUTON
Coordinator – Texas Research
469.467.2042
Walter.bruton@ngkf.com
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