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Objective
This study assesses the District of Columbia commercial office market and makes recommendations to enhance the city’s
office environment for investors, owners, and tenants, and improve the recruitment and retention of office tenants.
In the first section, JLL provides an overview of the District of Columbia office market, including recent historical
performance, construction and leasing trends, and threats to its future performance. In the next section, we provide
recommendations for city leaders to enhance the District of Columbia’s office market. Finally, we provide specific
recommendations for the city’s Business Improvement Districts (BIDs) and other submarkets to accurately assess the
state of the current – and future – market and take measures to strengthen it in their neighborhoods.
The market assessment and report recommendations were compiled through data analysis, interviews with tenants,
owners and brokers, filtered through JLL’s experience as a market expert in the District of Columbia.

Abstract
From 19882008, the District of Columbia office market was one of the strongest office markets in the country. Then,
starting in 2008, the market destabilized. The 2008 recession softened demand at the same time that speculative
development was booming. Demand from federal and private sector tenants contracted, lessening demand for space, and
many submarkets experienced deeply corrected market conditions in the form of increasing vacancy and declining rents.
In the last 18 months, however, the office market has stabilized, and tenant demand has begun to grow again. Despite the
growth, leasing activity and occupancy growth levels remain slower than most other markets nationally.
At the same time, real threats from adjacent suburban markets loom. Nearby suburban jurisdictions such as Arlington
County, VA and Montgomery County, MD, offer lower rents and aggressive incentives and have shown increased
potential to draw tenants out of the city. While the federal government remains the largest tenant in the region, that
demand driver no longer provides the growth and stability it historically has driven, impacted by mandated federal
spending cuts. As a result, this engine can no longer be relied upon as the main driver of office demand in the city.
Future growth in the office market will rely on private sector growth, and the District of Columbia government and
the BIDs can do much to promote such growth by promoting incentives, strengthening relationships with the
commercial office community, improving transportation and the public realm, and creating a greater sense of
place for office tenants.
These steps can help attract new tenants, retain existing tenants, and, ultimately, increase
property tax and sales tax revenue for the city.
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Overview of the District of Columbia office market environment
The District of Columbia was one of the tightest office markets in the U.S. from the late 1980s through 2006
From the mid1980s through the mid2000s, the District of Columbia office market was often the tightest urban office
market in the country. The recessionresilient federal government and federal contractors drove the office market’s
continual growth, enriching the city’s economy.
The combination of federal and private sector demand propelled consistent occupancy gains and the some of the highest
rent growth in the country from 1985 through 2006. The District of Columbia office market averaged two million square
feet of annual occupancy gains during that period, achieving annual occupancy increases as high as three million square
feet in 1985, 1987, 1990, 1992, 2000 and 2004. The consistent positive demand maintained vacancy at an average level
of 7.5 percent, and except for a sixyear period from 1991 to 1996, vacancy remained in the single digits, falling as low as
3.1 percent in 2000 and 5.8 percent in 2006. Annual occupancy losses only occurred three times  in 1994, 1996, and
2002  and even in those years, occupancy losses equaled just 0.2 percent of overall inventory.
From 19852006, rents increased at annualized rates of 5.1 percent, comparable to increases in Manhattan, Boston and
San Francisco. As a result of strong demand and rent growth, investors viewed the supplyconstrained District of
Columbia office market as a safe investment market. The District of Columbia rarely experienced a significant market
correction in the form of occupancy or rents, while other primary gateway markets shifted dramatically cycle to cycle, often
experiencing annual rent gains of 25 percent in a robust economic cycle, followed by annual rent declines of 35 percent in
sharp market downturns.
During the 1980s, 1990s, and early 2000s, federal leasing drivers routinely accounted for 25 to 30 percent of leasing
activity and net absorption in the District of Columbia. These federal drivers drove the established innercore (CBD and
East End) Class B market, while the private sector, largely law firms, led the innercore Class A sector performance. As
private sector demand from law firms, lobbying groups, and government affairs entities increased in the early 2000s,
investors and landlords began preferring those higherrent tenants over federal government office leases. As a result,
federal tenants seeking new space spurred development in adjacent submarkets (NoMa, Capitol Riverfront, and
Southwest), while private sector leasing led the complete buildout and thus redevelopment of innercore markets. From
2000 through 2006, NoMa, Capitol Riverfront, and Southwest accounted for 38 percent of the overall development activity
in the city, despite comprising just 18 percent of the existing office market inventory.
Aggressive development and the 2008 recession altered the District of Columbia office dynamic
Following two decades of strong tenant demand and significant occupancy gains, developers were optimistic that public
and private sector growth would continue to drive demand for more office space. However, that was not the case. From
2006, developers delivered nearly 19 million square feet of new space across 62 office buildings, which lifted inventory
levels 13 percent from 2006 to 2010 and nearly 30 percent from 2000 to 2010. At the same time, the national economy
started to weaken and reduce demand for office space. This development, much of it speculative, created a problem of
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excess supply in the District of Columbia just as weakness in the national economy escalated. As a result of that
supplydemand imbalance, vacancy levels in the District of Columbia almost doubled from 5.8 percent in 2006 to 11.5
percent in 2009.
In the core, CBD and East End vacancy levels increased nearly 65 percent from 2006 through 2010, as private sector
companies, especially law firms, cut costs by shrinking their footprint and overall real estate portfolios. From 2009 through
2014, large law firms (leasing space larger than 20,000 square feet) gave back an average of 24 percent of their footprint
each time they renewed leases or moved to new leased space. This trend, along with numerous law firm dissolutions such
as Howrey, Thelen Reid, Heller Ehrman and Dewey LeBoeuf, among other firm dissolutions, returned approximately 4.5
million square feet of space to the market and pushed vacancy rates to the highest on record in the inner core of the
District of Columbia.
In 2010 and 2011, the federal government increased stimulus spending to combat the recession and global financial
crisis. This increase in federal spending created new office demand in the District of Columbia, mainly in NoMa, the
Farragut section of the CBD, and the Mount Vernon Triangle section of the East End. While a few submarkets
experienced occupancy gains due to this federal growth, the private sector was still downsizing and other submarkets did
not fare well. Following a 14month expansionary period driven by the stimulus, city office demand levels once again
plummeted for the next 36 months due to the federal government leasing levels dropping by more than 75 percent as the
federal government went from an aggressive spending machine in the stimulus years to and even more aggressive
costsaving machine due to recordhigh annual deficits and longterm debts. The federal government inactivity, from both
a legislative and office market perspective, had deep impacts on not just the government itself, but on law firm demand,
government affairs demand and of course, government contracting demand. All of this occurred in the context of a
national expansion with market such as Houston (driven by energy) and San Francisco, Seattle and Silicon Valley (driven
by technology) were booming. The fact was simple: 90 percent of U.S. markets were experiencing increasing demand and
tightening conditions and the District of Columbia office market was on the sidelines, characterized by a period of
elongated stagnancy.
An office market recovery is forming for the first time in a decade but office preferences are changing
Today, the District of Columbia office market is entering a new era defined by tenant growth, and leasing demands are
driving the next potential boom of office building that could create as much new stock as 10 percent of the city’s total
inventory. Traditional sectors (federal agencies, law firms, associations, social nonprofits, and government contractors)
that were slow to grow in the immediate wake of the recession and following the stimulus correction are now showing
signs of growth. Law firm rightsizing in this cycle has mostly peaked, as 92 percent of District of Columbia AmLaw law
firms have reduced office footprints aggressively during this cycle. In fact, in a significant rebound, law firm stability and
growth from government affairs companies (led by technologybased government affairs companies) have driven recent
demand in the Trophy and Class A office segment, resulting in declining vacancy and increasing rent levels. As the top of
the market has tightened, growth from new and emerging tenants, including startups, incubators, hightech, creative,
healthcare, and education companies, has tightened the bottom segment of the market (Class B, B, and C) as well, with
singledigit vacancy levels and rent growth at both spectrums of the office market.
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Office demand from traditional and new industries is growing, but tenants are demanding a different type of office space.
Law firm tenants are seeking more windowed offices and less interior space, sounding the death knell for buildings with
deep floorplates and encouraging a rise of office buildings with floorplates of 20,000 to 30,000 square feet, not 50,000 to
60,000 square feet. While the changing preferences are creating opportunities for new developments, they pose
challenges for landlords trying to relet many 19802000 built office buildings in core markets such as Metro Center and
the Pennsylvania Avenue corridor.
Adding to the changing preferences is the makeup of the office workforce. Many new tenants are companies with large
millennial workforces, and young office workers are spurring demand for new workplace locations. With residential
development extending into new neighborhoods across the District, office tenants are widening the net for locations they
consider to have a desirable District of Columbia address. New tenant preferences for amenityrich enclaves,
liveworkplay environments (e.g. Georgetown, Mount Vernon Triangle, NoMa, Capitol Riverfront, Shaw, U Street, Logan
Circle and Gallery Place), combined with unique real estate offering, have increased leasing activity in newer areas that
are now near vibrant and emerging residential neighborhoods and offer tenants a greater sense of place.

Overall, the city has experienced a steady inflow of tenant demand from the suburbs though this has slowed down in the
last few months of 2015 as Arlington County, in particular, becomes more aggressive in retaining existing tenants and
recruiting outofcounty tenants. Nonetheless, District of Columbia vacancy rates are now just two percentage points
below cyclical highs of 13.9 percent, and rents are up 4.4 percent yearoveryear at the end of 2015. That trend is
expected to continue, as tightening conditions in both the top and bottom segments of the market have helped fuel
increased landlord confidence in the Trophy market and Class B and C markets. JLL forecasts rent growth of at least 15
percent over the next 24 months, solidified by singledigit vacancy levels. Although concession packages (free rent and
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tenant improvement allowances) remain near historical highs, largeblock space options continue to recede, driving many
developers to dust off plans for the next developments and redevelopments.

Demand will continue, but speculative development could soften the market
In the near term, leasing activity will likely continue to be driven by hightech, healthcare and media companies, as well as
the continued growth of nonprofit organizations, associations, and government affairs entities. We expect those industries
to bolster growth and balance market conditions over the next 18 to 24 months. Despite returning growth in the law firm
sector, law firms will likely have less influence on the District of Columbia office market over the coming half decade as
only a few large law firm leases expire before 2020. Additionally, it is expected that the deeply deconsolidated legal sector
will continue to consolidate so firms can scale globally and contain costs. With 96 of the top 100 AmLaw firms having an
office in the District of Columbia, overall growth from this sector over the next five years, will likely remain muted.
Nonetheless, as those aforementioned demand drivers continues to grow, fueling higher Trophy face rents (in some cases
extending into the $60’s NNN per square foot in the established submarkets), new speculative development and
redevelopment is expected to materialize, including buildings in the bottom segment of the market. Construction activity in
the District of Columbia totaled 2.5 million square feet at the end of 2015. Of the 1.5 million square feet under construction
in the established submarkets, a whopping 43.2 percent was preleased. In newer neighborhoods, preleasing remained in
the single digits, as speculative development commenced on projects including 99 M Street, SE, 800 Maine Avenue, SW
and 1140 3rd Street, NE. Within the traditional downtown core, several developers such as Vornado, Tishman Speyer,
Boston Properties and PGP stand poised to begin work on new speculative projects, which could risk softening the market
in 24 to 36 months if tenant demand does not increase proportionately. Those projects are expected to deliver in the
20182020 timeframe and will likely add more than four million square feet of new or repositioned supply to the market.
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High vacancy, low rents, and aggressive incentive programs in the suburbs and in other cities present threats to
the District of Columbia office market
Although the District of Columbia office market has largely recovered from the recession and is growing again, the city’s
growth is threatened by a slowdown in the growth of the federal government, competition from other jurisdictions – both
neighboring urbanizing counties and other nationally significant cities  and speculative development in the pipeline. The
federal government remains the largest tenant in the region, but no longer provides the same level of growth and stability
in the marketplace, in large part because of the effects of sequestration, the mandate for all federal agencies to reduce
their real estate footprint and the fiscal pressure of substantial increases in federal debt levels. Therefore, the success of
the District of Columbia, as in most markets across the country, will largely hinge on the ability to attract and grow the
private sector. This will be very challenging for the District as private sector office market is very price conscious and more
volatile than the former pillars of its office market (the federal government, law firms and lobbyists and associations and
nonprofits).
The District of Columbia will continue to compete with surrounding cities and counties in Northern Virginia and suburban
Maryland that are ratcheting up their incentive programs in an attempt to lure tenants to their jurisdictions. Competing
economic development authorities are touting comparatively low capital gains rates and tax credits. The race for attracting
highgrowth tenants – especially within the technology sector – has escalated to epic proportions. In fact, since 2014,
more than 390,000 square feet of District of Columbia tenants have committed to moving to Northern Virginia.
Although construction activity is high, and visitors to the District would certainly observe cranes throughout the downtown,
much of this new space has been preleased or is expected to be leased. Current supply constraints in the District may
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then result in the migration of tenants to closein suburbs with growing “hip” reputations, such as Bethesda and the
RosslynBallston Corridor. In earlier years of the current cycle, the District of Columbia had benefited from ample supply
options marketed at discounted rents and heightened concessions, facilitating the migration of suburban tenants such as
Palantir Technologies, the Municipal Securities Rulemaking Board and the National Association of Children's Hospitals
and Related Institutions, among other tenants, to downtown locations. Yet, we see real potential for a downward swing in
the market based on changing market fundamentals. High vacancies and low rents in the suburbs, together with tighter
conditions in the District of Columbia, has and will fuel speculative development in the city that will deliver mainly highend
supply with corresponding high rents. This activity is likely to drive costconscious tenants, such as social nonprofits, to
choose more affordable suburban options, options that present a discount of $10.00 to $30.00 per square foot for tenants,
depending on location and quality of the office product. Although the number of nonprofit organizations and associations
are growing in the District, they are also costsensitive, and may not be able to afford future higher rents in the city. And
although tenants choose locations based on factors other than just price, the availability of space and lower rent in the
suburbs is likely to present an attractive alternative, particularly given the proximity to Metro and changing look and feel of
some of the suburban centers.
The District of Columbia also competes for tenants with other regional and national jurisdictions, and those jurisdictions
are pursuing new recruitment strategies. Until office market conditions steadily improve throughout the region, Arlington
County will remain a deeply competitive threat because of recordhigh vacancy, lower rents, and an aggressive
recruitment strategy and their aggressiveness was recently seen in retention negotiations with Opower. At the same time,
Montgomery County is reinventing its economic development function and redeveloping its central business districts and
will be developing new recruitment efforts that will be more aggressive than past efforts. At the national level, lowcost real
estate markets with aggressive incentive programs, such as Austin, Nashville, Charlotte, and Raleigh, have set their
sights on the MidAtlantic region. Offering cheaper office space, lower taxes, lower costoflabor and generous incentives,
many of these markets have been among the most successful and rapidlygrowing office markets nationally.
As the District of Columbia market continues to evolve, city leaders must remain attentive, creative and agile on economic
development strategies, with a coordinated, proactive approach if they are to remain a preeminent office destination.
The charts below provide an overview of office vacancy, vacancy rates, average asking rents, and net absorption, by
building class, in the District of Columbia, Northern Virginia, and Suburban Maryland markets between 2000 and 2015.
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Rents are fullservice gross rents*
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Introduction to District of Columbia recommendations
The District of Columbia economy and office sector are in recovery mode due to economic diversification, private sector
real estate rightsizing peaking in the current cycle, and the highest level of leasing momentum in nearly a decade.
JLL recommends that the Deputy Mayor’s Office for Planning and Economic Development consider a range of economic
development recommendations to position the market for continued momentum and cushion the city’s office market from
future challenges. While the market continues to correct itself and recover from the recession, the federal government’s
instability as well as competition from nearby suburban jurisdictions and other national markets threaten the District of
Columbia’s positive office market situation. These recommendations will ensure the city remains an attractive place for
private sector employers to do business.
In the following sections, we provide shortterm, midterm, and longterm recommendations at the city level and the
submarket level that could make the city more effective in retaining and recruiting companies and growing its economic
base. After summarizing objectives, we list potential strategies to be undertaken by the District of Columbia government
and the Business Improvement Districts (BIDs).

Economic development
● Improve awareness locally, regionally and nationally of the city’s talented labor pool.
● Position the District of Columbia government as a partner to companies and their plans for growth.
● Develop a proactive strategy focused on attracting targeted prospects, including highgrowth and emerging
●
●
●

●
●

industry clusters, and retaining and growing existing companies.
Establish deep relationships with existing and prospect company executives, the brokerage community, the site
selection community, the development community and peer economic development agencies around the country.
Develop a brand for the District of Columbia’s business environment that excites and appeals to existing and
prospective companies.
Improve awareness locally, regionally, nationally, and globally of city’s business climate, talent pool, and
availability of existing economic incentives for prospects.
Establish the District of Columbia as an easy place to do business.
Incentivize and attract an inflow of new tenant prospects as a robust office market generates substantial property
tax revenue to the District of Columbia to help fund its progressive social agenda.

Incentives
●
●

Encourage building owners to consider conversion to residential, hospitality or cultural uses where economics are
challenging for building owners or there is a public benefit to conversion.
Investigate the success of the current incentives offered by the District of Columbia and start steering committees
across key business sectors that help to reposition these incentives so they are available and utilized by the
business community and beneficial to the District of Columbia.
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Public realm
●
●
●

Create vibrant street activity and a unique sense of place defined by safety, cleanliness, accessibility, walkability,
density and amenities that existing workers value and prospects desire.
Encourage use of and movement into public spaces / streets and mass transportation.
Serve as a regional and national model for mixeduse settings and urbanism.
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District of Columbia recommendations
Economic development recommendations
Forge a consistent and cohesive relationship with university partners, particularly around STEM (science,
technology, engineering and mathematics) activities.
●

●

●

STEM leasing activity across the country accounted for 40 percent of total U.S. office leasing activity during
2015, compared to just 18 percent in 2012. While the District of Columbia has seen an uptick in STEMbased
activity, mainly around tech lobbying, overall STEM leasing levels lag far behind national averages. Over the past
four quarters, the District of Columbia STEM leasing activity accounted for only 13 percent of office leasing
volume, 67 percent below the national average, highlighting a potential growth opportunity for the city.
To bridge the STEM gap, partner with local universities through course and degree offerings focused on the
future economy. None of the District of Columbia universities has a nationally recognized engineering program
that could fuel future STEM pools of talent and demand for office space. The District of Columbia Government
should engage the universities to better understand their growth strategies and resources, then explore
opportunities to partner through existing programs or the development of new programs.
Appendix A provides examples of partnerships between cities and universities that demonstrate how successful a
meaningful partnership could enhance economic prospects.

Develop a strong and meaningful strategy east of the Anacostia River to grow the cybersecurity industry,
attracting DCbased educational institutions and top global universities to the District of Columbia market.
●

●

Cybersecurity is one of the fastestgrowing segments of the economy, with the worldwide market estimated at
$77 billion in 2015. However, that market is projected to grow to more than $170 billion over the next five years.
The vast majority of cybersecurity companies are based in Silicon Valley and Northern Virginia, but the market is
relatively new, and there is no clear geographic hub for the future cyber market. Significant federal investment in
cybersecurity means the Washington, DC region is well positioned to become this hub. The District of Columbia
government should build a credible recruitment and incentive strategy to take advantage of this opportunity.
American University and Georgetown University have cybersecurity programs; the District of Columbia
government should work with these and other universities to explore growing future programs focused on
cybersecurity.
o While the Department of Homeland Security headquarters is planned for the west side of the St.
Elizabeth’s campus, the impact of that move could be devastating to the city’s office market over a four
to fiveyear period. More than two million square feet of leases throughout NoMa, the East End, the CBD
and Southwest are destined to move to the west campus, with no city plan for backfilling those potential
vacancies.
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DMPED, 
The DC BID Council, and other relevant agencies (e.g. DDOT, DGS, Office of Planning, DCOZ) should
form a working group that develops a data and knowledgesharing model for the District of Columbia office
market. This model would aggregate and share data and information to all partners on a consistent basis.
●

●
●

●

The DC BID Council could help funnel groundlevel data that BIDs collect about important movements in the
market, such as new ownerships, new and growing companies, tenants in the markets, pending leases, and
future developments to various city agencies.
Sharing groundlevel data and insight at the city level will help the city leadership shift from a reactive stance
around policy, legislation, and funding, to a more proactive stance based on recruitment, retention or reuse.
In recent months, the migration of Districtbased tenants to Northern Virginia has picked up considerably as the
economic development function in Arlington becomes more aggressive in offering incentives and, at the same
time, landlords with vacancy in Northern Virginia, such as Vornado / Charles E. Smith and Monday Properties,
offer aggressive rent, concession and incentive packages for Arlington County office space.
o More than 390,000 square feet of District tenants have committed to moving to Northern Virginia since
the start of 2014.
If city leaders were aware of every major tenant’s lease expiration, they could develop proactive strategies and
start important conversations about how to minimize the flow of office tenants out of the District of Columbia.

Clarify the roles of and relationships between DMPED, Washington DC Economic Partnership (WDCEP) and
EventsDC.
●
●
●

Many brokerage companies and site selection companies are growing increasingly confused about who to
contact about incentive programs.
Brokers and office tenants would like to see a more cohesive, simplified economic development function across
city organizations and reference organizational charts with whom to contact for specific matters.
In competing jurisdictions such as Arlington County, the city of Alexandria and Fairfax County, a point of contact
to the head of economic development is readily available with almost immediate responses.

According to landlords and owners throughout the city, city economic development organizations should create
a strong vision and messaging on why to do business in the District of Columbia. Following that objective, the
organizations should seek out and aggressively market to companies that buy into that vision, with the ultimate
goal of facilitating real estate transactions.
●

●

In competitive jurisdictions such as Arlington County, Alexandria and Fairfax County, economic development
messages such as “Why Arlington”, Why Alexandria” and Why Fairfax” broadly and specifically target key
industries and tenants. In each of these jurisdictions, officials are focused on tenant and lease expiration data
and regularly approach large, medium, and even small tenants to see how the county can help them grow.
Polling results from office tenants, owners, and brokers indicate remarkably different awareness of the incentives
in Northern Virginia and the District of Columbia.
o For the purposes of comparison, a 1 score equals the responder is highly aware of incentives and a 5
score equals the responder is not aware at all of incentives.
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o

o

●

In Arlington County, Alexandria and Fairfax County, the combined broker and tenant awareness score
was 2.8, meaning brokers and tenants were moderately aware of incentives offered in those
jurisdictions.
In the District of Columbia, the combined broker and tenant awareness score was 4.6, meaning the vast
majority of brokers and office tenants were not aware of incentives.

Polling data also indicate that these groups feel the District of Columbia government is not proactive in
messaging or branding beyond a select few companies and, that this is a lost opportunity for growing the
District’s office market employment and tax base.
o A prime example is how, during the recent growth of hightech lobbying firms, Google, Facebook,
Amazon, Twitter, eBay and Uber have all aggressively expanded their government lobbying and public
relations functions and office occupancies in the city, but have not expanded their workforce of software
developers and other technology employees, which the city should be working to attract.
▪ Google doubled to 60,000 square feet in NoMa.

▪ Uber grew from a few people to 70,000 square feet at 17th
and Rhode Island Avenue, NW.
▪ Twitter increased its office footprint from 5,000 square feet to 20,000 square feet across from
the White House.
▪ Amazon went from no presence in the city to 20,000 square feet in Capitol Hill.
▪ eBay doubled its occupancy to 10,000 square feet at Franklin Square Park.
▪ Facebook rapidly grew its occupancy to 25,000 square feet in the East End of town, just off of
Pennsylvania Avenue, NW.
o While this growth is positive, the District of Columbia government has not adequately engaged these
companies to understand their labor decisions or share information about incentives for technology
companies or the city’s labor pool.
o The evolution of this conversation from lobbying to software developers becomes more relevant as the
war for talent in Silicon Valley, San Francisco, Boston, Seattle and New York have created a talent
crunch and companies cannot hire the talent they need fast enough. The District of Columbia
government should be engaging these companies to bring software development to the District of
Columbia, in part to balance the city’s unemployment rate with comparable cities.
▪ San Francisco’s unemployment rate is currently 3.7 percent.
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▪
▪
▪

Boston, Silicon Valley and SeattleBellevue all have a current unemployment rate of 4.1
percent.
New York City has an unemployment rate of 5.3 percent.
The District of Columbia’s unemployment rate is 6.6 percent.

District of Columbia officials should lead a coalition of regional leaders to create a functioning regional economic
development partnership. A regional economic development function will create more economic opportunities
and more office occupancy growth opportunities for the region over the long term.
●

●

●

While intense competition with Northern Virginia will continue because of the softer economic and office market
conditions there, the District of Columbia government should not merely compete within the region. In fact, the
District would benefit if city leaders were to broker a coordinated regional economic development strategy, which
can help strengthen the region overall as well as boost the market of each jurisdiction.
In communities from the Carolinas to Atlanta, Texas to Florida and Portland to Seattle, attracting companies to
the region is the top priority, and jurisdictions do not look to poach companies from within their regions. In this
type of model, every jurisdiction does not win every single time, but as the region grows, individual cities or
counties succeed as well.
Portland, an emerging hightech cluster, has several local economic development authorities that work to expand
office tenants and lure new ones, but the region also has a forwardthinking, wellfunctioning economic
development arm that looks to provide net new growth for all of the jurisdictions across the region. Below is the
overall objective and mission statement of Greater Portland Inc. (GPI)
o GPI provides support and services to companies seeking to relocate or expand in Greater Portland, a
region that spans two states and seven counties. A true publicprivate partnership model, GPI is
supported by more than 150 publicsector partners and private investors who are committed to
advancing regional economic development through job growth and investment. GPI and our partners are
shaping the region’s economic future and marketing Greater Portland to the world. In collaboration with
local and state partners, Greater Portland Inc. will position the region as one of the nation’s most
competitive and vibrant metropolitan economies.

Incentive recommendations
DMPED and the city leadership should reevaluate the city’s economic development incentives with an eye toward
improving their organization and marketing. If the District of Columbia government does not reevaluate the current
structure, it risks losing office tenants to Arlington County over both the short term and the long term. District of Columbia
tenants have increasingly explored Arlington County as a viable relocation options in recent months as lower rents, higher
tenant concessions, and lower real estate taxes will draw certain tenants to Arlington County into the future.
Designate a single point of contact, whether a person or department, that brokers, site selection firms, tenants,
and owners can contact to discuss incentives.
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●

●

●

A majority of the brokerage community does not know who to contact to find out about the District of Columbia’s
economic development incentives. Even those who have taken advantage of incentives in the past say they no
longer know the people or departments to contact.
Multiple entities, including DMPED, WDCEP, and the DGS, have separately met with brokers and companies and
provided conflicting information regarding who is in charge and with whom they should follow up for accountability
and action.
Establishing a clear structure that includes a point of contact (or multiple points of contact with industry or
incentivespecific expertise) within a single department and communicating this information to the broader
business community would help raise awareness and effectiveness in making incentives work.

Clearly outline and promote the incentives offered, eligibility for incentives, and process for attaining existing
incentives.
●

●

●

●
●

The general perception among office tenants, owners, and brokers is that city officials may claim they can offer
incentives, but the information they provide is lacking: not concise, the process goes unexplained and the timing
for obtaining the incentive remains unclear. Incentive terms are often not standard and vary case by case,
creating an atmosphere of uncertainty.
The District of Columbia government does not proactively and regularly reach out to brokers or companies that
would qualify for the incentives being offered. Rather, the opposite is true; brokers and companies feel they must
approach the city and share they are experiencing high growth and ask questions about how the District of
Columbia government can support them.
The District of Columbia government has been unaware of some highgrowth hightech companies located in the
city. Engaging these companies directly or indirectly through brokerage firms would help foster the growth of tech
in the city and help keep companies within the District of Columbia.
There is a misperception that the District of Columbia government does not want to spread knowledge on the
incentives it offers because it wants to limit incentive funding.
Involving a respected, wellknown leader such as Eleanor Holmes Norton or Anthony Williams would help raise
awareness and give the incentive platform credibility.

Consult brokers, tenants, developers and investors prior to creating incentive packages.
●

Several of the incentives the District of Columbia offers have flaws that make them less effective.
o The Modernization Act that requires the signing of a 10year deal does not appeal to a majority of
hightech companies. The investor community looks poorly upon growing companies signing longterm
leases, which may restrict growth or create a future liability if a tenant outgrows a leased space.
Investors also look poorly at companies spending their own capital to build out real estate that may need
to change in the near term. Creating incentives for owners, rather than tenants, to build out space
through tax rebates would be more effective and would limit the risk on fast growing companies.
o The Digital DC Initiative for Qualified HighTech Companies (QHTC) designates a technology corridor
but has not provided the office supply to make the corridor attractive. This lack of office supply creates
an impression that the initiative is disingenuous and suppresses the growth of a tech community.

COPYRIGHT © JONES LANG LASALLE IP, INC. 2016. All Rights Reserved

21

o

Rather, the District should identify the location preferences of hightech companies and areas where the
city can accommodate growth to form a more realistic incentive.
▪ If the District does not expand the Digital DC Initiative for QHTC to other areas of the city that
possess technology appeal characteristics such as close proximity to highgrowth residential
corridors or very unique “brick and timber” office space (e.g. NoMa, Capitol Riverfront,
Georgetown, Dupont Circle) the city risks losing these tenants to Crystal City, which offers
traditional office space options, but rent discounts of 25 percent, along with aggressive
incentives. One incentive in Crystal City offers based on “cash” for any employee added to the
county workforce.
The District of Columbia would benefit from meeting with owners on the WDCEP board to discuss their
views on incentives offered and strategies to help grow the office sector.

The District of Columbia should proactively plan for shrinking office requirements and consider helping some
Class C building owners convert to other uses where there are public benefits in doing so, such as creating a
more mixeduse environment or improving the streetscape and public realm.
●

●

●

●

While there is a public benefit to encouraging conversions, changing uses typically does not make economic
sense for most District of Columbia landlords to consider, even though many owners were craving conversion
and reuse in the past few years. To make the economics work, it would need to be coupled with an incentive
program. For example, the established downtown core Trophy multifamily rents are on par with Class B office
rents, so building owners feel the cost of conversion is too great to only earn similar rents, and they may need
assistance from the city to make conversions work.
The population of the city has soared in recent years, while stagnant office demand and federal and private
sector real estate rightsizing have resulted in higher than normal vacancy levels in some buildings on the edge of
established markets. Although the bottom segment of the market has tightened in recent years, there is still
excess supply of these buildings. Millennials are flocking to Logan, Shaw, U Street, Mount Vernon and NoMa,
Southeast, H Street, but empty nesters do not find those neighborhoods as appealing because they are more
transitional. New groundup, marketleading rental and condo units have done exceptionally well in past cycles in
the core office market and could do so again.
Some buildings have converted to other uses (hotel, residential) in recent years, but in fewer numbers than in
other cities, and fewer than are ripe for conversion in the District of Columbia. Some recent examples include:
o 1025 15th Street, NW
o 1522 K Street, NW
o 1255 22nd
Street, NW
o 2501 M Street, NW
Over the past decade, more than 37.5 million square feet of office space has been converted to multifamily and
residential use across the United States, with millions more square feet under renovation or proposed for
repositioning. Despite varying local market dynamics, older office space that has reached functional
obsolescence in established submarkets has been the prime target for redevelopment. Often built in the 1910s to
1930s, such buildings lack the modern conveniences desired by firms as they continue to migrate to new, quality
space, but are appropriate for residential use after renovation. In smaller markets with high vacancy rates, the net
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●

loss of space has helped catalyze quality and increase local market activity, while in larger markets with more
office development, it has turned many 9to5 districts into 24/7 live, work, play environments.
Appendix A includes examples of conversion incentive programs in other cities that could be illustrative for the
city especially in the established markets of East End and the CBD.

Public realm recommendations
Encourage secondary space use types in zoning requirements for any project larger than 300,000 square feet
where the market would support a mix of uses. Data show that mixeduse buildings generate higher rents and
feature lower vacancy than singleuse buildings.
●
●

●

The District of Columbia is home to dozens of fortresses – buildings from earlier eras that stand as isolated
islands without any relationship with the public realm  throughout the city that disrupt the vibrancy of city streets.
Examples include the FBI Building on Pennsylvania Avenue, the IMF and World Bank Buildings on Pennsylvania
Avenue, the IFC Building on Pennsylvania Avenue, 1101 New York Avenue, NW (which will soon be changing
due to a new retailer moving in), TechWorld (which will soon add 99,000 square feet of retail with much at the
street level), the DOT headquarters in Capitol Riverfront and the ATF headquarters in NoMa, among various
others.
In today’s environment, millennials crave a sense of place, which is most prevalent in mixeduse environments.
Mixeduse development such as 2200 Pennsylvania Avenue, Washington Harbour, Constitution Square,
International Square, among others, routinely feature lower vacancy and higher rent than the broader market.
o At the end of the fourth quarter of 2015, overall the District of Columbia vacancy averaged 10.9 percent,
and rents averaged $53.75 per square foot. For the city’s mixeduse projects (nearly 7 million square
feet) vacancy rates averaged 8.1 percent (26 percent lower than the city overall), and rents averaged
$60.13 per square foot (11 percent higher than the city overall). Even without the 1.3 million square feet
at L’Enfant Plaza that features slow market conditions because of federal demand, mixeduse project
vacancy across 5.7 million square feet averaged 1.8 percent and rents averaged $61.57 per square foot.
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BID/Submarketlevel recommendations
Capitol Hill
Office market observations
●

●

●

●

Office demand will continue to increase due to the desire by government affairs outfits, associations and media
companies to be located in close proximity to the Capitol. Despite increasing demand, Capitol Hill is a small and
midsized tenant market and thus, net occupancy gains total a fraction of increases experienced in the CBD and
East End. Since 2000, annual occupancy gains in Capitol Hill have only averaged 85,055 square feet compared
to nearly half million square feet in the East End. Therefore monitoring future development activity, especially
largescale development activity, is critical for future market dynamics.
Despite the expected increased demand ahead, PGP’s Capitol Crossing will heavily alter supplydemand
dynamics and vacancy will likely double beyond 20 percent after delivery of the first building (2020 timeframe)
causing rents to decrease because of the supply imbalance.
Capitol Crossing will add more than two million square feet of new supply to the submarket (53 percent of current
inventory levels), so speculative office development and redevelopment outside of that project (see The Frances
Perkins Building below) should be limited. Where possible, the city should consider rezoning certain sites, and if
not, private developers should consider adding other uses such as hotel, residential and retail to the
officeintensive submarket rather than office product.
JLL believes that western Capitol Hill is one of the least walkable and amenityrich environments of the city office
market and thus the vast majority of recommendations for Capitol Hill are centered on creating additional uses
within the neighborhood that would enliven the area and promoting the development of underutilized sites and
areas.

Public realm recommendations
Develop an office market strategy for Capitol Hill East, betting that the area’s mixeduse vibe will attract tenants
from out of market, particularly Arlington County.
●

●

700 Pennsylvania Avenue, SE will demonstrate how viable an office market the Eastern Market section of Capitol
Hill could become. Right now, the office sector is limited mainly to commercial row houses owned by think tanks
and policy organizations, but potential for more institutionalstyle buildings is high based on the walkability of the
area, high amount of retail amenities, Capitol views and residential population trends continuing to shift eastward.
Along Pennsylvania Avenue, SE, there are five Class B, C office buildings. With investment, these buildings
could attract significant private sector attention from lobbyists, government affairs entities, think tanks and even
tech firms due to their more unique architecture and floorplates.
o 316 Pennsylvania Avenue, SE
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o
o
o
o

660 Pennsylvania Avenue, SE
801 Pennsylvania Avenue, SE
600 Pennsylvania Avenue, SE
The medical office building at 650 Pennsylvania Avenue, SE

Examine future zoning of Districtcontrolled and General Services Administration (GSA)controlled sites that
could transform Capitol Hill West
●

●

●

Residential is necessary on the western side of Capitol Hill to drive a more dynamic streetscape presence and
retail amenity base, two aspects that hurt Capitol Hill in their battle for office tenants with the Penn Quarter
section of the East End. The city should explore fire house redevelopment, along with the Liquor Store
redevelopment, at New Jersey and E Street, NW, could be similar results to the type of redevelopment that

Eastbanc is currently undertaking at the corner of 23rd
and M Street, NW in the West End section of the District of
Columbia.
GSA is actively considering the future disposition of The Frances Perkins Building. It would be wise for the city to
rezone the future use of that site as majority nonoffice space, mixing an equal mix of retail, residential for sale
and purchase (affordable and market), cultural, hotel and office, especially given the fact that this micromarket
could be oversupplied over the next decade due to the officeintensive Capitol Crossing.
The city made a mistake in not mandating a greater mix of real estate uses at Capitol Crossing, which will be
office buildings upstairs and retail downstairs, likely creating a typical downtown office building environment.
Additional uses such as educational (Georgetown University), hotel (which we are undersupplied in the eastern

section of town) and multifamily rentals and condos (which are also undersupplied east of 4th
Street, NW) would
have made this site more feasible to deliver over the next five to seven years in totality. Right now, Capitol
Crossing has already lost Fannie Mae, Finnegan and Advisory Board and the next batch of tenants that would be
willing to consider the site have lease expirations in the 2022 and later timeframe, meaning there could be one
speculative office building at the site in 2020 or 2021, but not 2.2 million square feet until likely at least 2030.

Work with the GSA and the Architect of the Capitol on disposing of certain owned and controlled parking lots
that disrupt a sense of place and walkability around one of the most potentiallyvibrant areas of the city.
●
●
●
●
●


Congressional parking lots between 1st
and 2nd
Street, NE between Massachusetts Avenue, NE and C Street,
SE, controlled by the Architect of the Capitol.

Parking lots between North Capitol Street, NW and 1st
Street, NW between D Street, NW and E Street NW
A disposition strategy would be a winwin for both the city and the federal government.
The federal government would receive muchneeded revenue as JLL estimates the value of those parking sites
to be between $325 and $350 per FAR.
The city could work on rezoning those pieces of land for both future development and green and community
space.

Develop a longerterm strategy for one of the most underutilized parts of the city that sits on real estate between


the Capitol and White House: the 1st
Street, NW to 6th
Street, NW corridor of Capitol Hill and Judiciary Square.
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●

Washington DC's Federal City Shelter, the Department of Labor Headquarters, and Judiciary Square combined
create a barrier between the vibrant mixeduse Gallery Place neighborhood and the equallyvibrant
businesscentric neighborhood of Capitol Hill.
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Capitol Riverfront
Office market observations
●

●

●

Over the past 12 months, office tenant demand levels have begun to diversify after nearly 15 years of demand
almost exclusively from defense contractors, the federal government, and the District of Columbia government.
With the continued buildout of the neighborhood’s amenity base and construction commencing soon on key
residential sites along Half Street and South Capitol Street, JLL fully expects tenant demand to diversify even
further, catering mainly to an expanded mix of nonprofits and associations coming from the western part of the
city.
This diversified demand will reprice the market, differentiating pricing levels between the Capitol Riverfront and
Southwest and NoMa. JLL expects new construction rents to increase to the upper$50s full service, which would
equate to a 15 percent premium to similar future product in both Southwest (outside of the Wharf) and NoMa.
Despite the expected increase over the next 18 months, rents for new construction will still hold a 25 percent
discount to new product in the CBD, East End and Capitol Hill.
One of the key tenant observations about the Capitol Riverfront compared to NoMa is the perception that the
submarket is removed from the rest of the city and more difficult to access, especially from the western parts of
the city and affluent suburbs of Chevy Chase, Bethesda and McLean. It is important to note that accessibility
limitations are perception not necessarily reality. The Metro’s green line connect to the Capitol Riverfront to a
large portion of the District’s millennial workforce and from a vehicular access standpoint, I295/I395 access has
drivetimes to and from many suburban locations that are comparable to any other office market in the District of
Columbia. Nonetheless, sometimes perception trumps reality and as a result of this, the vast majority of
recommendations below are based around enhancing the arrival to and access to and from the Capitol
Riverfront.

Public realm recommendations
Enhance and invest in the gateway points to Capitol Riverfront.
●

●
●

●

More so than any other area, commercial office tenants consistently share that while NoMa is inherently
connected to the city via the East End, Capitol Riverfront is cut off by the highways and underpasses. This is not
difficult to change the perception, but two areas could dramatically help change that perception.
The BID and the District should continue to partner together on brightening and enlivening the underpasses
connecting the Capitol Riverfront to Capitol Hill East (Capitol) and Capitol Hill East (Eastern Market).
Fund streetscape improvements to South Capitol Street, SE: while the District has enhanced the Douglass
Bridge, South Capitol Street appears as dangerous, dirty, and less walkable, and it is not a welcoming gateway
emblematic of the city.
Fund streetscape improvements to M Street, SE and SW, the main corridor that runs through the neighborhood
and connects many of the residential buildings sitting to the north to the office, retail and cultural spots to the
south.
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Reroute the Circulator, adding a route and increasing its frequency.
●
●


Currently, the Circulator turns north on 1st
Street, SE, but that route should be reconsidered with all of the future
multifamily development on South Capitol Street, SE and the office development on Half Street, SE
Because Capitol Riverfront is a fullymixeduse nonseasonal market, there should not be winter hours and
summer hours to the Circulator route through Capitol Riverfront.

Incentive recommendations
Expand Digital DC Tech Opportunity Corridor to Capitol Riverfront.
●

●
●
●

The tech corridor incentives have not functioned as intended. There is no supply in the corridor for tenants to use
and the tech community never embraced to the current corridor. Capitol Riverfront has both the mixedused
brand and supply to make this incentive program work, and should use this mixeduse brand to promote young,
hip, and growing companies.
5804 units of multifamily supply (78 percent of existing inventory as of the fourth quarter of 2015) is projected to
deliver to the market over the next 36 months throughout the neighborhood.

Two hotels are under construction at 1st
and N Street, SE and Half and M Street, SE and projected to deliver over
the next 36 months.
New office deliveries will be or could be used for creative and tech space.
o In the next three years, the area will likely see the delivery of three new office buildings from Skanska at

1st
and M Street, SE, Monument at South Capitol Street, SE and M Street, SE and the DC Water HQ.
o Brandywine on Half Street, SE and M Street, SE will be adding floors with higher ceilings.
o JBG directly south of Brandywine at the midblock of Half Street, SE between M Street and N Streets,
SE is thinking of a mixeduse building of residential and office.
o JBG south of the Department of Transportation headquarters is considering shifting from retail to office
use directly east of the Boilermaker Shops.

o Forest City is open to various design concepts at 1st
and M Street, SE and is entitled to build 1.8 million
square feet on the site of the former NRA building at 1st and M Street.
o
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Downtown (East End)
Office market observations
●

●

●

Fundamentals are tightening across the East End with vacancy declining and expected to continue to decline to
below 10 percent in 2017. As a result of this tightening, rents are increasing and expected to grow by more than
15 percent over the next 24 months.
However, there are certain 1980s and 1990sera office buildings not experiencing the same level of tightening.
Buildings with large and deep floorplates are seeing slower demand levels and higher vacancy, and are sitting on
the market for an extended period of time. There are numerous buildings in the East End that have floorplates
exceeding 50,000 square feet. While this type of floorplate appealed to law firms in the past (due to filing needs
and a then higher number of administrative professionals), these floorplates do not appeal to law firms today.
Law firms have still not migrated associatelevel talent off of the windowline and thus the need for interior space
is limited as there are fewer filing needs and higher administrative to lawyer ratios. While these buildings do not
appeal to law firms, they are offering rents approximately $15.00 to $20.00 square foot above the price point the
government and contractors can pay. Thus the audience of demand is limited to highend associations,
consulting firms, and other professional and business service firms that are looking for open floorplans.
As a result of this dynamic, the District should look at the feasibility of converting certain buildings within this area
and propose conversion to multifamily or at least partial conversion to multifamily. The District should partner with
property owners to pilot the conversion effort. The District should also look at office development sites such as

the FBI site, 900 New York Avenue and the 5th
and K site (Mount Vernon Triangle) and ensure that these sites
are redeveloped as fully mixeduse like the successful Square 54 development in the West End and that they
meet demands related to floorplate design, building design, and amenities within the building and on the street.
Each of these developments ranges from 500,000 square feet to two million square feet and present substantial
opportunity for vibrant mixeduse areas.

Public realm recommendations
Develop a longterm strategy for one of the most underutilized parts of the city that sits on real estate between


the Capitol and White House: the 1st
Street, NW to 6th
Street, NW corridor of Capitol Hill and Judiciary Square.
●

●
●

The Downtown BID should take the lead in formulating this strategy as two key obsolete buildings, 600 E Street
NW and 601 D Street, NW are now technically available for lease due to the Department of Justice planning a
future move to NoMa. These two buildings are examples of buildings that may do better as residential, cultural,
and retail buildings than they would do as office buildings in that location.
The National Gallery of Art is looking to expand and has been looking for buildings in a fiveblock radius that
would work as potential expansion space.
For most owners, the math to convert to residential or other uses does not work because office rents are on
average $50.00 per square foot FS annually or $4.16 per square foot monthly, while residential rents are only
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●

$3.25 per square foot monthly in most areas of the city and so the math on both the future rents and money to
convert does not work out. For these owners in this location, however, the rent math works out. A multifamily
rental building in this location could easily achieve $4.00 to $4.25 per square foot monthly, equating to $48.00 per
square foot annually on the office rent side or 20 percent rent premium the owners of these two buildings could
receive in annual rent revenue compared to the Department of Justice renewal offer. Owners would need an
incentive or abatement to fund upfront capital improvements to the building that shift it from office to residential
or cultural.
As we stated in our overall city recommendations, the District should look at certain blocks and even certain
buildings in various BIDs that are impeding future growth and preventing a more mixeduse environment. These
two buildings would not only awaken two dead blocks, but begin to awaken the dead zone that currently exists


between 6th
Street, NW and 1st
Street, NW.

Partner with the GSA to develop a plan to enliven federallyowned and leased buildings.
●

●
●

There is no better example of a federal “fortress” than the Hoover Building on Pennsylvania Avenue, but other
examples include the Old Post Office (before development started), the Ronald Reagan Building, the Archives
and even the National Gallery of Art.
These “fortresses” deter foot traffic and a citylike environment on the south side of Pennsylvania Avenue.
At the same time, the GSA and federal government are always looking for cost savings and revenue solutions.
Here, a winwin situation develops both for the District and the federal government. The city should encourage
any building larger than 300,000 square feet to have space dedicated to another use beyond its primary use.

Incentive recommendations
Work on conversion strategies for select buildings that have unique characteristics that cater better to another
use.
●

Develop a list of buildings that would either be highly attractive for hotel, residential or creativetype office use
such as
o 1025 F Street, NW – engage Douglas Development now to strategize about what the building can
become and how the District of Columbia government can help Douglas get there when the FBI leases
expires in 2026.

o Similar conversations should exist at the former American Bar Association Building at 740 15th
Street,
NW; LivingSocial’s current headquarters at 1445 New York Avenue, NW, the Carpenters Building at
1003 K Street, NW and the Colorado Building.
o Through developing strategies on the next generation of demand and repositioning, the District of
Columbia government can plan ahead financially, while other markets and buildings could benefit from
incumbent tenants coming out of some of these buildings.
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Georgetown
Office market observations
●

●

Georgetown is the tightest office submarket in the city due to escalating creative demand that has shifted the
tenant demand levels from stagnant to highly active. As a result of this tightening, JLL believes Georgetown will
experience some of the highest rent growth in the city over the next 24 to 30 months. JLL estimates rents could
grow by nearly 20 percent through the first half of 2018.
However, a tight office market does not just present opportunities for landlords, but an equal amount of
challenges to tenants with respect to finding space alternatives. As a result, the majority of JLL’s
recommendations below are focused on finding ways to increase the amount of creative office supply in a
retaildominated neighborhood. By creating creative office supply, rent levels in Georgetown could easily shift to
the $60s FS range, rent levels that few buildings besides 2900 K Street, NW have been able to achieve. With
creative vacancy levels in the city hovering below 2 percent and a sizable amount of creative (not just
technology, but architecture, design, PR, etc.) firms already calling Georgetown home, demand would only
increase further with a more thoughtful office expansion strategy for Georgetown.

Public realm recommendations
Develop a plan for adding more creative space.
●
●

●

Georgetown is currently an undersupplied office market, creating space shortages for tenants.
Georgetown’s office market has made a comeback recently, as creative sector tenants such as Palantir
Technologies are seeking unique space (such as the Canalside buildings offer) and an amenityrich, walkable
destination market. These new tenants have filled spaces that law firms and professional services firms had
vacated in recent years.
However, with vacancy levels at a citylow of 5.6 percent, no large blocks of space available larger than 20,000
square feet, and nothing in the office construction pipeline, Georgetown will lose out on creative demand if a
supplyside solution is not created in the near term. Potential solutions include:

o Repurpose 2nd

and 3rd
floor retail into creative office, where the building layout allows it
▪ As other areas of the city evolve from a demographic and retail demand standpoint (Downtown,
Logan Circle, Shaw, the Yards), Georgetown could see certain aspects of retail demand
continue to flatten or even decline ahead.
▪ At the same time retail demand could stabilize or even fall, retailers are using their space more
efficiently than they did five or ten years ago, not requiring as much space as more transactions
shift online and retail stores are utilized for brand and marketing purposes. As a result, retailers
 nd

who once took the basement, 1st
, 2and 3rd
floors are now quite content putting everything into

the basement and first floors and basement, 1st
and 2nd
floors, leaving potential availability for
nd
rd
excess space both on the 2and 3floors of buildings.
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That potential excess space should be seen as an advantage on the office front and not a
disadvantage on the retail front due to the submarket’s creative workforce.
Work with Thor (new owner at the Latham Hotel) to explain the creative market in the city and why the
Latham hotel would be an ideal redeveloped creative office.
▪ There is currently very little office space on M Street due to retail rents consistently far
outpacing office rents achieved.
▪ However, for nonground floor space, creative rents are now catching up to retail rents and 2nd

floor space and up space could easily command $60.00 per square foot full service, a $16.50
per square foot premium to the submarket average.
▪ Similar to how the Gallery Place and Dupont Circle creative markets have evolved, there is no
better street than M Street or overall environment that Georgetown in the city to redevelop a
creativestyle building.
▪

o

Double down on the potential of the Canalside and Cady’s Alley.
●
●
●

There is no more unique setting in the District of Columbia than the Canalside and Cady’s Alley area. However,
without Kafe Leopold, Cady’s Alley becomes a lot more sedate and lessfrequently trafficked.
Furniture stores have too much space on the north side of the alley and their entrances are closed to the public.
As retailers solve their optimal space print, the BID should look at this lowerlevel Alley space as something
beyond retail such as creative office or an office for an architectural firm, an office for a real estate agency, etc.

Develop shorterterm and longerterm transportation strategy.
Short term:

● Work with DDOT to explore “express” Circulator route with stops including Union Station, 7th
and
th
th
Massachusetts Avenue, NW, 13and K Street, NW, 19and K Street, NW, Georgetown.
Long term:
● Metro will eventually get better and creative demand will eventually plateau and Georgetown should solve its
longerterm transportation issues.
● Whether a gondola, more circulators, shuttle buses, or rapid transit buses to Foggy Bottom and Rosslyn,
Georgetown must solve its mass transportation problem for more institutionalquality buildings on the
Waterfront (Harbourside and Washington Harbour) to continue to be successful ahead at retaining tenants,
recruiting tenants, and raising rents.
o If Washington Harbour had Metro access, rents would be $75.00 per square foot full service rather
than the $55.00 square foot full service.
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Golden Triangle (CBD)
Office market observations
●

●

●

The Golden Triangle office market, which comprises the vast majority of the CBD’s office market, is the tightest of
the established submarkets (CBD, East End and Capitol Hill) and features the most diverse rental pricing, with
midblock buildings on side streets garnering rents as low as $36 to $37 per square foot full service and rents in
Trophy buildings with White House views achieving rents above $100 per square foot full service.
JLL believes the Golden Triangle submarket will only continue to tighten over the next 30 months with vacancy
falling as low as 6.5 percent by 2018, but there could be some influences that prevent the market from tightening
as quickly as forecasted. Over the next five years, nearly four million square feet of largely Class B space will
come offline and be replaced by future Trophy buildings. Examples of these buildings include 2001 M Street NW,
which used to be a $45.00 per square foot full service building and is now a $77 per square foot full service
building. The same holds true for buildings such as 2000 K Street NW, 1990 K Street, NW, 2030 M Street NW,
2000 L Street NW (Now 2001 K Street NW), 1920 N Street NW, among numerous other buildings. So what is the
challenge? Not every office tenant can afford to increase their rent by 50 percent and while a portion of those
tenants will leave the Golden Triangle for emerging markets such as NoMa, Capitol Riverfront and Southwest, an
equal number could be swayed by discounted markets such as Rosslyn and Crystal City. In 2014 and 2015,
nearly 200,000 square feet of tenants have left Class B buildings in the CBD, such as International Foundation
for Electoral Systems, GW Medical Faculty Associates, Chemonics International, American Alliance of Museums
and Ryan, among other tenants, for mainly Crystal City and Rosslyn and more tenants are in the market currently
or close to signing leases across the Potomac River.
While JLL recommends studying potential building conversion scenarios in Downtown and even Southwest, there
is no area riper for this than the Golden Triangle.
o More than 98 percent of the real estate product within the Golden Triangle is officefocused.
o With tenants craving more placeoriented real estate, there is a great need to look at certain blocks to
the northern, western and eastern edges of the Golden Triangle and come up with recommendations
and strategies for converting that real estate into residential or hotel use that has groundfloor retail.
o JLL recommends that the District of Columbia government and BID start with the area directly south of
Dupont Circle to consider for conversion first.

Public realm recommendations
Encourage neighborhood residential uses.
●

The Golden Triangle and District of Columbia would benefit from office to residential conversions in a number of
ways:
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Office to residential conversions will help transform the Golden Triangle to a mixeduse community,
enhancing support for 18 hour / seven day street life and retail oriented activity, with the spinoff of
strengthening the retail amenity base for office and hotel markets.
o Conversions would expand the city’s tax base with new residents.
o There will be a positive impact to the citywide office absorption consequent from market residential
conversion in the Golden Triangle, thereby reducing office vacancy rates in other District of Columbia
office submarkets.
o Conversions in the CBD would ease the strain on transit capacity and achieve optimum use of other
existing infrastructure by directing residents into the already served commercial core, which is a more
efficient alternative for the District of Columbia compared to investing in accommodating growth in
currently less well served locations.
The first strategy for repositioning should be to develop a plan to target specific areas and buildings with an
existing or potential neighborhood feel that have attributes such as diverse building stock, walkability and transit
access, access to amenities, and proximity to both employment and existing residential neighborhoods.
o A prime target should be the National Association of Broadcasters’ (NAB) building at 1771 N Street, NW.
NAB is moving to the Capitol Riverfront and their building will soon come to market. The District of
Columbia government should work with NAB in discussing rezoning before the building comes to
market. N Street is already a vibrant residential street and repositioning that building from office to
residential and retail would prove if further repositioning efforts should be explored.
o Other prime targets for repositioning are:
▪ 1301 Connecticut Avenue NW
▪ SEIU Building at 1800 Massachusetts Avenue, NW
▪ 1819 L Street, NW
o

●

Rebrand the Pennsylvania Avenue West corridor as an international corridor and enhance the vibrancy by
funding the Pennsylvania Avenue West Streetscape Initiative.
●

The World Bank Group, IMF, Federal Reserve, George Washington University, Mexican Embassy, and White
House all have a presence along Pennsylvania Avenue West or close to the Avenue and more formal efforts
around this rebranding would drive future diversified demand patterns.
o Key examples are think tanks and policy institutes. The vast majority of these entities, i.e. AEI, CSIS,
Brookings, etc. now colocate around Massachusetts Avenue, NW and 17th Street, NW. These entities,
based on their work with Administration officials, World Bank officials, IMF officials and State
Department officials should be in the area around Pennsylvania Avenue.
o In turn, their real estate, which sits on the border of two of the most creative neighborhoods in the city,
Logan Circle and Dupont Circle, should be occupied by creative and tech firms.

Invest in the two NPS reservations that are within the boundaries of the Pennsylvania West Streetscape Initiative.
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●

Murrow and Monroe Parks cover a sizable amount of public space on Pennsylvania Avenue that could be
programmed and better managed by a publicprivate partnership. The parks provide a big opportunity to bring
more activity to the Avenue.

Develop a comprehensive longterm plan on how to solve congestion in the Golden Triangle and Downtown.
●

●

Regulate and limit commuter bus dropoffs; commuter buses are a significant part of the congestion problem
along EastWest streets in the CBD.
o The District of Columbia government should reallocate commuter bus stops in coordination with other
transit and curbside uses and reduce the total number of stops with the goals of improving overall
service reliability and reducing congestion.
Add more Traffic Control Officers to key intersections.
o Traffic Control Officers appear to be effective in minimizing public safety incidents between vehicles,
bikes and pedestrians, and DDOT should consider expanding these resources beyond Connecticut and
K Street, NW, including 17th and Eye Street, NW and 18th and L Street, NW among other
highlytrafficked intersections.

Proactively budget and solve for infrastructure and road improvements to high development areas.
●


Two such areas that stand out at in the city are around Tech World in the Downtown BID and around 19th
and M
st
to 21and M in the Golden Triangle BID.

o From New Hampshire Avenue, NW to 19th
Street, NW and N Street, NW to Pennsylvania Avenue, NW,
there is approximately 3.9 million square feet of proposed office product, mainly existing Class B and C
buildings that will be repositioned or torn down and renovated over the next six to seven years.

o While 19th
Street, NW has emerged as a fastcasual business retail hub, M Street, NW is slow and
showing its age due to a lack of investment from both the private sector, which appears to finally be
arriving, and the city sector, which has yet to arrive.

Incentive recommendations
Develop a building conversion strategy (office to residential) that helps diversify the business district.
●
●

Promoting the transition of the CBD to a mixeduse neighborhood benefits the District of Columbia in terms of
quality of life and fiscally through new residential and retail capacity in an established neighborhood.
The breadth and range of buildings in the CBD point to casebycase prospects for residential conversion.
o There are over 150 Class B and C Office Buildings in the Golden Triangle, however building
depths/widths larger than 75 feet make residential conversions difficult because of the inability to
maximize FAR compared to the existing office use.
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o

At the lower end of the market, Class A residential is valued around 20 percent less compared with
minimum Class A office. A multiyear reinvestment fund to fill this gap could spur conversions at
targeted locations.

Continue to engage News Corp. to see what opportunities for expansion might exist now that News Corp. has
acquired National Geographic
●

While National Geographic just made job cuts, Fox News has a big media presence here in the District of
Columbia in Capitol Hill due to the political environment. There might be an opportunity to bring jobs and real
estate space from Manhattan.
o Rents are approximately 35 percent higher in Manhattan than the District of Columbia, potentially saving
News Corps. millions in annual real estate costs.
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Mount Vernon Triangle
Office market observations
●

●

Mount Vernon Triangle is the last emerging neighborhood in the traditional core of District of Columbia’s office
market. Due to welldesigned, efficient, new office buildings, substantial retail amenities and residential offerings,
the area has landed several key office tenants in recent months including the Advisory Board Company, the
American Bar Association, Arnold Porter, and Venable on its southern border. While no incentives are needed to
fuel future office tenant demand or even development, the District of Columbia government should intensively
study how to make this neighborhood more pedestrianfriendly, safe and accessible from its South, North and
Eastern borders by the time these office tenants move into their buildings. These combined moves will yield 1.4
million square feet of office product, and with that, more than 7,000 new employees. Both New York Avenue NW
and Massachusetts Avenue NW are main commuter thoroughfares for Maryland and Virginia commuters and
without changes to traffic rules and flows, there are likely to be traffic accidents involving workers from the
submarket. Better crossings along these corridors need to be created to facilitate movement to and from Shaw,
Chinatown/Downtown and NoMa.
In addition to making the streets safer, the District of Columbia government and Washington Metropolitan Area
Transit Authority (WMATA) can assist by taking more of these workers off the road and shifting them on to Metro.
However, today, no Metro exit or entrance exists in the neighborhood and JLL recommends studying the addition
of an exit/entrance to increase accessibility and thus decrease congestion of the roadways.

Public realm recommendations
Create a Metro entrance / exit solution for Mount Vernon Triangle and the gateway entrance to the Convention

Center at 7th
and New York Avenue, NW.
●

●
●

The Mount Vernon Triangle has attracted numerous tenants and users to the market without a direct Metro
entrance / exit located within its boundaries (despite walking distance from three different Metros at Gallery
Place, Judiciary Square and the Convention Center). A new metro entrance in the neighborhood could help a
growing residential and business population. The Mount Vernon Triangle Community Improvement District (CID),
the District of Columbia government and WMATA should work to determine alternate entries and exits specifically
at Gallery Place and the Convention Center Metro stations.

The Convention Center now only has one exit / entrance at 7th
and M Street, NW.
th
th
The Gallery Place station has exits at 7and F and 7and H Streets, NW, among, others, serving the heart of
Gallery Place and south and west of those locations.
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●


Options could include a pedestrian tunnel connecting the Gallery Place station at 7th
and H Street, NW and the
Convention Center station, alternate entrances for Galley Place at 7th & Eye NW or 7th & Massachusetts, NW;
and alternative entrance for Convention Center at 7th & New York Avenue, NW.

Encourage EventsDC to develop a plan for the Carnegie Library site.
●
●
●
●

It is recommended that EventsDC redevelops Carnegie Library at Mount Vernon Square.
The site’s history, architecture and most importantly, focal point in the middle of a growing vibrant area, disrupt
the streetscape and future potential of neighborhoods in all directions.
In the next five years, Venable and Arnold & Porter’s regional HQ buildings will deliver, CityCenter will be fully
developed, Tech World will be redeveloped and ABC’s headquarters building will deliver.
A plan for the use of Carnegie Library will create revenue for the city, enhance the streetscape, and provide a
critical and valuable amenity for future office workers, residents, shoppers and hotel and convention center
visitors.

Develop a better strategy around affordable housing buildings and the ground floor space of those buildings.
●
●
●

Brokers and tenants view the Museum Square residential complex as a challenge for vibrant streetscapes, in
large part because of the ground floor retail, which is not outward facing and does not create foot traffic.

In turn, this obstacle makes office options east of 5th
Street NW (including and up to Capitol Crossing) less
attractive and realistic to tenants.
To upgrade the street, the CID and the District of Columbia government should work with the building owner to
improve the retail mix on the ground floor.

Develop a longterm visioning plan for the four blocks between the Mount Vernon Triangle and NoMa.
●

●

These four blocks are routinely termed a tweener area with no identity, and office tenants who actively tour new
markets often cite this neighborhood as a reason they knock both Mount Vernon Triangle and NoMa sites off
their future relocation list.
JLL routinely takes investors and tenants on windshield tours of the market and many tenants lose interest after

seeing 2nd
Street, NW heading east or cross North Capitol Street, heading west to 3rd
Street, NW.

Enhance public safety regarding vehicle traffic on New York and Massachusetts Avenue, NW.
● Public safety is a major issues because the major vehicular traffic arteries of Massachusetts Avenue and New
York Avenue, NW run through the middle of the Mount Vernon Triangle neighborhood.
● Cars routinely exceed the speed limit, particularly on New York Avenue eastbound during the evening rush.


● DDOT should explore placing Traffic Control Officers on the corners of 9th
and New York, 7th
and New York and
th
5and New York to improve public safety perception and reality.
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●

●

Traffic will only worsen over the next 48 months and forward. Thousands of new employees will descend on the
Mount Vernon Triangle market by 2019 between Arnold & Porter, Venable, Advisory Board Company and the
American Bar Association, the first two of which are more carintensive tenants.
Additional growth will come with the development at Capitol Crossing. The District of Columbia government
should think strategically about I395 access and how it is being used in this area of town.

Develop a longerterm plan that creates synergies between Capitol Crossing and Mount Vernon Triangle.
●

Now that infrastructure improvements for Capitol Crossing are underway, office demand has begun to pick up at
Quadrangle and Wilkes remaining office parcel at 300 K Street, NW, a parcel that received little attention before

residential was built across the street at 4th
and K Streets, NW and before Capitol Crossing construction
commenced.
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NoMa
Office market observations
●

●

●

●

While vacancy stands at 12.8 percent today, vacancy levels are projected to fall to below 6 percent when the
Department of Justice moves into Constitution Square III and IV in a few years. With this expansion, NoMa has
established itself as the market for highend, new and efficient federal government office space.
The challenge for NoMa over the next 24 to 36 months will be to attract private sector tenants to Skanska’s
development, JBG’s developments and Storey Park. The amenities from all of these future developments will be
a huge benefit to future leasing prospects, but tenants who are unable to envision might pass these
developments over, extending the leaseup of these developments.
The key way for NoMa to attract more private sector tenants is to demonstrate higher amounts of amenities and
enliven key intersections and blocks that currently appear inactive or even dangerous. As a result, JLL believes
the District of Columbia government should focus on two areas: plans for its own holdings in the submarket and
incentivizing key developers such as Skanska, JBG and Perseus to break ground on the nonoffice components
of their future developments that feature transformational retail and residential product. This additional product
will ultimately attract more office tenants and private sector tenants at that.
NoMa’s office appeal is growing, not just from the federal government sector, but from the private sector as well,
due to its location, which is in close proximity to emerging and highgrowth residential clusters such as Shaw,
Bloomingdale, Mount Vernon Triangle, Petworth, H Street Corridor, Union Market, among other areas.

Public realm recommendations
Develop a plan for the intersection of North Capitol Street, NW and K Street, NE. This key intersection should be a
vibrant intersection, not a forgotten intersection.
●

●
●

With the movein of NPR in 2013 and additional tenant moveins at 899 North Capitol Street, NW and 999 North
Capitol Street, NW and future moveins by NACO, NLC and other future tenants at the under construction 660
North Capitol Street, NW, combined with future development potential at 55 H Street, NW and 801 New Jersey
Avenue, NW (border market), the District of Columbia Government and NoMa BID should work together on
safety and perception issues along North Capitol Street, NW.
The vacant District of Columbia site at North Capitol Street, NW and K Street, NW should be rethought to include
a greater mix of affordable and market rate apartments and incorporate other uses beyond residential.
Kaiser Permanente has let their building at 1011 North Capitol Street, NW sit vacant since relocating to Station
Place III in 2010. They are currently trying to engage a government contractor to take the building, but the
building which is functionally obsolete, would be more attractive to investors as a land sale. The District should
engage with Kaiser Permanente and the BID to strategize about how this site can become an asset to the future
of the neighborhood.
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●

The UHaul site on the north side of the street combined with Euro K Properties sites at the south side of the

street create a bad image and perception of the old NoMa and not what NoMa has become on the 1st
Street, NE
corridor.

Develop a longterm visioning plan for the four blocks between the Mount Vernon Triangle and NoMa.
●

●

These four blocks are routinely termed a tweener area with no identity, and office tenants who actively tour new
markets often cite this neighborhood as a reason they knock both Mount Vernon Triangle and NoMa sites off
their future relocation list.
Work with the Office of Planning and their Downtown East Reurbanization Study to define a vision for this area.
This vision should include streetscape remedies and infrastructure recommendations.

Create a comprehensive eastside transportation plan.
●

●

Vehicular
t
raffic back and forth to NoMa may worsen over the next 48 months. The Mount Vernon Triangle,
Capitol Hill, NoMa and Union Market areas offer more development potential than any other areas in the city.
Thousands of new employees will descend upon the Mount Vernon Triangle market by 2019 and Capitol
Crossing shortly thereafter. Similarly, the Department of Justice will move into 839,000 square feet of space at
Constitution Square III and IV, adding congestion to already backedup corridors such as New York Avenue and
Massachusetts Avenue.
The District of Columbia government should work with NoMa to develop a comprehensive transportation plan that
addresses this congestion.
o A New York/Florida Avenue intersection reconfiguration to promote pedestrian and bike connections in
the thriving area north of this intersection and conveying traffic to and from Union Market.
o The District of Columbia government should think strategically about traffic and congestion in the
eastern part of the city and the contribution of I395 to that congestion Massachusetts Avenue, New
York Avenue, I395, and other major highways were thought of as release valves decades ago before
high concentrations of development and activity was present in the eastern section of the city. Without a
solution to this problem, the congestion will cause some tenants to look to less congested areas outside
of the city.
o The District should also ensure that the new NoMa Circulator Route services this corridor and provides a
useful transit option of people coming to and from the NoMa neighborhood.
▪ The two most popular routes for the NoMa Circulator were recently identified as Logan Circle to
H Street NE via NoMa or U Street NW to H Street NE via NoMa.
▪ We strongly encourage the District to implement one of these routes, thereby relieving
congestion and stimulating investment.
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Incentive recommendations
Expand Digital DC Tech Opportunity Corridor to NoMa.
●

The tech corridor incentives have not functioned as intended. There is no supply in the corridor for tenants to use
and the tech community never embraced the current corridor. NoMa has both a growing mixeduse brand
through 3,233 existing multifamily units and five more multifamily buildings delivering through 2018, as well as the
potential addition of creative office supply to make this incentive program work. Some of the proposed office
projects could provide new creative space, including:
o JBG is proposing creative lofted office space at 50 Patterson Street, NE.
o Perseus’ mixeduse project at Storey Park would be ideal for a partial creative office user.
o Skanska is always at the cutting edge of office building design and would easily tweak current plans if
the tech opportunity fund was expanded.
o Douglas Development’s Uline Arena is one of the most unique real assets in the city and has already
attracted unique tech demand through its lease with the incubator, Spaces.
o FoulgerPratt office space in the historic warehouse with the sawtooth roof at 3rd and N Street, NE.
o Union Market office plans.
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Southwest
Office market observations
●

●
●
●

Southwest is the most challenged submarket and neighborhood in the city due to the uncertainty around federal
government demand and an increased focus around decreasing the footprint of federal government leases. More
than 75 percent of the occupancy within Southwest stems from the federal government. Until federal deficits
decrease, debt levels stabilize, and Congress passes new legislation, federal activity levels and tenant growth
are likely to be highly muted.
Southwest will therefore rely on the private sector and the shift of federal government from established
submarkets of the CBD and East End to Southwest, the Capitol Riverfront and NoMa for office market growth.
JLL believes vacancy and rent levels will remain flat over the next two to three years with the exception of the
Wharf, which will draw new tenants and abovemarket rents to the south of the market.
The key recommendation for Southwest is to diversify its demand patterns beyond the federal government and
contractor base. The District of Columbia government can help do this by rezoning current GSA sites that could
be available to developers in the future such as the Department of Energy and Department of Transportation
buildings. Mandating these buildings become other uses such as residential, hotel, retail, or cultural would be an
enormous benefit to the future of the submarket.

Public realm recommendations
Examine future zoning of GSAcontrolled sites that could transform the Mall and Southwest over the long term.
●

The GSA is considering disposing of the Department of Energy, James K. Forrestal Building; Department of
Transportation, Orville Wright Buildings; Department of Transportation, Wilbur Wright Buildings.
o The District of Columbia should be proactive in rezoning those sites now as a use other than office.
▪ From a residential side, the location of these buildings would yield the highest per square foot
condo prices on record in the District of Columbia, comparable to locations such as Central
Park in New York and Hyde Park in New York.
▪ Hotel rooms at this location would easily rival the rates of current hotels like the Hay Adams,
the St. Regis, the Four Seasons and both of the Ritz Carltons. In fact, any of those operators
and the Mandarin may be interested in taking development risk in these locations on the Mall.
▪ In the past, the District of Columbia government would let GSA auction these to the market and
the GSA would auction these as office sites and developers would buy and market them as
office sites. The past must change and the District of Columbia government should proactively
rezone these future uses.
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Study Boston’s experience around the South Financial District and the Seaport District and use those findings as
a longterm plan for Southwest.
●
●

The Wharf will help reshape the waterfront of the Southwest, but its impact on the rest of the Southwest will
likely be minimal.
Boston provides a good case study to understand what Southwest could be. Ten to fifteen years ago, Boston had
a highway that ran through the market, an underutilized waterfront on both sides because of that highway, and a
tourist destination in Faneuil Hall that was an island and not surrounded by quality amenities or mixeduses of
real estate. With the Big Dig, the highway disappeared, development formed all along that corridor and
development attracted such high demand that the Seaport District, across the waterway, is now seeing massive
development from not just costconscious tenants, but from law firms and banks migrating to the area.

Develop a broader retail strategy for the entire neighborhood with various retail zones where tourists can visit for
different retail offerings through the Wharf, L’Enfant Plaza, Mall area and Waterfront Town Center.
●
●

Southwest, for its residential population, commercial population and tourist population, is heavily underretailed.
Most office buildings in Southwest do not have retail, creating federal fortresses and the perception of an
inwardfacing submarket, as opposed to an outwardfacing submarket. The food court at L’Enfant Plaza was a
nice addition, but an inwardfacing resource for federal tenants at L’Enfant Plaza.

Incentive recommendations
Southwest must develop a plan to diversify its tenant base beyond federal government and think of potentially
developing a repositioning plan to hotel or residential.
●
●

While NoMa also has a sizeable presence of federal government, most of the federal users in NoMa are new and
have already gone through rightsizing measures.
In Southwest, rightsizing has just begun and as a result, more excess supply will come to the market. In order to
understand Southwest’s dependency on the federal government, see the below major buildings in the submarket
and their federal government and contractor occupancy.
o Potomac Center (North and South) is 100 percent occupied by the federal government.
o L’Enfant Plaza is 100 percent occupied by the federal government or contractors.
o Constitution Center is 100 percent occupied by the federal government.
o Patriots Plaza is 100 percent occupied by the federal government.
o Independence Center was 100 percent occupied by the federal government and with vacancy at 250 E
Street, SW, the building has recently completed leases with the DC government and federal
government.
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o
o
o
o
o
o

Capital Gallery is 100 percent occupied by the federal government or contractors.
370 L’Enfant Plaza is 100 percent occupied by the federal government or contractors.
The Portals is 95 percent occupied by the federal government and contractors; BIO’s lease of 68,000
square feet is the one large exception.

Only 425 3rd
Street, SW, which has some nonprofits, associations and lobbying functions mixing with
the federal government, is a more diversified building in the submarket.
475 School Street, SW, which is on the market for sale currently, would serve as a great hotel /
residential repositioning and redevelopment.
The below demonstrates Southwest’s exposure, more than any submarket in the region over the next
five years, to federal tenancy lease expiration.
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Uptown
Office market observations
●

●

Overall supply levels in Uptown are the same as 2000 levels and vacancy is six times the rate in 2000. While
there is growth in some of the eastern areas of Shaw, Logan Circle, U Street and Columbia Heights, there is
limited new demand or activity in the northern areas of the submarket around Van Ness, Friendship Heights, etc.
Tenants rarely migrate from the established or emerging markets to most Uptown areas even though many
commuters from Montgomery County travel through it each day. As a result, this area, comprised of dozens of
neighborhoods, would be more successful in attracting tenants with both a brand strategy around each area and
also investment funneled to the submarket that focuses on making the streets more clean and vibrant.

Public realm recommendations
Develop micromarket brand strategies around vibrant areas such as Logan Circle, Adams Morgan, Dupont Circle,
Glover Park, Tenleytown, Van Ness, Georgia Avenue, Columbia Heights, etc.
●
●

●

While BIDs “Downtown” help position and brand various neighborhoods from NoMa to the Golden Triangle to the
Capitol Riverfront, there are limited resources that do the same for “Uptown”.
While a lot of the aforementioned Uptown micromarkets have direct Metro access, owners have invested little
into older 1970s and 1980s era buildings, and as a result tenant demand has been nonexistent. Since 2000,
occupancy levels in this 5.3 millionsquarefoot market have declined by 742,100 square feet, or 50,000 square
feet annually each year since 2000.
At the same time, a trend is developing around the country that traditional residential neighborhoods are evolving
into commercial neighborhoods as people desire to work closer to where they live. This offers a great opportunity
for various nodes of the Uptown market, particularly for small, homegrown companies.
o In Manhattan, Midtown South has become one of the most indemand office markets in the U.S.,
particularly from the creative sector, because of its unique product and “live, work, play” mindset.
o The District of Columbia government should form future strategies around industry clusters.
▪ Adams Morgan and Logan Circle should be creative hubs.
▪ Van Ness should be an educational hub.
▪ Georgia Avenue should be both an educational and arts hub.

Explore which areas of Uptown could benefit from the City’s Commercial Clean Team Program.
● There are both highgrowth (Columbia Heights, Georgia Avenue, U Street) and lower growth (Van Ness,
Tenleytown) areas that could benefit from BIDlike services of increased cleanliness and safety and help these
areas to attract greater commercial demand.
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West End
Office market observations
●

West End vacancy levels are currently elevated at 12.7 percent and those levels will only increase as tenants
such as the Advisory Board Company exit the market. Tenant demand in the West End is lower than peer
neighborhoods in Downtown, Golden Triangle, and Georgetown, because the submarket is farther from the Metro
than most locations in the CBD and East End, and buildings largely comprise 1980s architecture with limited
character. As a result, the key recommendation for the West End is to embrace its strong and unique brand
focused on increased residential product for the private market and George Washington University, increased
expansion opportunities for George Washington University, increased expansion opportunities for the State
Department, and an increased focus on medical office space.

Public realm recommendations

Work with various exposed property owners (2445 M, 1227 25th
, 2300 N) to create a strategy that doubles down on
the West End brand: universities (George Washington University), diplomatic relations (State Department), and
residential.

●

The West End is a stagnant office market due to a lack of quick Metro access, 1980sera buildings that have
received little investment, and intense community opposition.
o In the last decade, the Bureau of National Affairs, Congressional Quarterly, the European Union,
Pillsbury, AAMC, Mercer, Wilkinson Barker, among other tenants, have all relocated out of the West
End, while new entrants to the market have been minimal.
o At the same time, George Washington University is looking to expand and finding it difficult to do so, the
State Department is looking to expand and is finding it difficult to do so, and forsale residential condo
projects have proven exceptionally successful in the past in the West End.

Establish and rebrand the West End as University Center or Medical City.
●

●

University Center could be established through its connection to George Washington University and Georgetown
University. Medical City could be established through its connection to George Washington University Hospital,

Kaiser Permanente at 23rd
and M Street and MedStar at Lafayette Centre and the plethora of leased medical
office product on M Street.
As we shared in our overview of recommendations for the District of Columbia, the city does not embrace its
universities as much as it could. With George Washington University located in its boundaries and Georgetown
University located right outside of its boundaries, there is enormous potential for developing a strong brand
around two high growth areas: health care and education, and also forcing existing office tenants in the West End
from the current buildings and into more established and fastgrowing office markets.
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●

The city should engage universities to understand their growth needs and study both University City in
Philadelphia (between University of Pennsylvania and Drexel University) and Cambridge in Boston (MIT &
Harvard) as case studies in reconceptualize a neighborhood around specific drivers and industries.
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Appendix A
Appendix A features examples of cityuniversity partnerships that demonstrate the potential economic impact of these
partnerships.
●

●

●

●

Atlanta:
The Georgia Institute of Technology (GA Tech) is on a mission to disrupt its standing among higher
education institutions. GA Tech’s goal is to be among the mosthighly respected technologyfocused learning
institutions in the world. The university is now building a digital ecosystem – the impact of which will be magnified
by partnering with others to deliver new solutions to problems. As part of this, they will create a new social model
around the research to commercial path. Knowing that there is a wellknown gap that exists between academic
research and the commercialization of innovation, GA Tech is creating an explicit relationship with industry
through a forthcoming 700,000squarefoot highperformance computing center – the first of its kind in the U.S.
This explicit partnership sets in motion industries seeking to answer similar lines of questioning alongside one of
the most highly respected technologyfocused learning institutions in the world. The city of Atlanta is working in
concert with GA Tech to realize the vision of bringing global companies into this new competitive model.
Boston:
In 2013, the City of Cambridge, Harvard University and Massachusetts Institute of Technology signed a
historic “Community Compact for a Sustainable Future” aimed at leveraging the intellectual and entrepreneurial
capacity of the business, nonprofit, education, and municipal sectors in Cambridge to contribute to a healthy,
livable and sustainable future. Harvard and MIT have a long history of partnering with the city of Cambridge to
address environmental issues by serving on local committees; sharing best practices; improving operational
efficiencies of topics such as green building, energy use, and waste reduction; creating green spaces and
community gardens; hosting farmers markets; and donating food and materials to local nonprofit organizations.
By establishing the compact as a living document, the signatories hope to build on that history by continually
improving their approach to collaboration and problemsolving.
Pittsburgh:
Carnegie Mellon University (CMU) has established a number of partnerships throughout the
Pittsburgh metropolitan area with government bodies, educational institutions and private corporations. These
partnerships have taken the form of economic development initiatives, technology centers and science
laboratories. Arguably the most wellrecognized partnership that CMU has formed with the community is the
National Robotics Engineering Center (NREC). The NREC is an arm of the CMU Robotics Institute, which
partners with U.S. businesses to channel CMU and NASA technology into mobile equipment, new systems and
process automation projects. Google, Apple and Uber have all established brick and mortar operations within the
region as a result of their partnerships with the NREC. CMU is focused on developing partnerships to drive
economic growth within the region. To achieve this goal, CMU has announced plans to invest more than a
halfbillion dollars in new real estate construction on its campus. The build out will include new research facilities,
a new home for the Tepper School of Business, and office space for industry, government and nonprofit partners
seeking to establish or enlarge their footprints at the university.
RaleighDurham:
The RaleighDurham life sciences cluster is familiarly called the Research Triangle Region
due to the geographic nexus of the area’s three leading research institutions: Duke University, North Carolina
State and the University of North Carolina at Chapel Hill. Funding to support Research and Development in the
market is a combination of public and private sources. The local universities have helped researchers and
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●

●

entrepreneurs build worldclass companies in the Triangle and have pursued ways to spark interdisciplinary
collaborations with the private sector, creating new public and private sector jobs. Institutions like North Carolina
State University’s Bio –Manufacturing Training and Education Center help provides training opportunities to
develop skilled professionals, attracting firms looking for a welltrained workforce. As one of the hottest markets
for Biotech research, potential investors find this an attractive market to invest.
Silicon Valley:
Stanford is Silicon Valley’s premier educational institution, having deep roots in the history and
formation of what the market is today. Located in Palo Alto, the school also controls at approximately 700 acres
R&D and office product adjacent to the main campus known as “Stanford Research Park”. Built in 1951, the park
serves as a major technology and research and development hub and played an integral part in the formation of
Silicon Valley, serving as a landing pad for young entrepreneurs and engineers. That tradition still lives on today
as Stanford has been a major source of the Valley’s top talent for major tech companies like Microsoft, Google,
Apple, and Facebook. Additionally, the school’s accelerator, “StartX” has produced a multitude of startup
“graduates” across a wide range of industries. The accelerator and the university have strong ties to many
wellknown public and private companies, including Sun Microsystems, Oracle, Intel Capital, Cooley LLP, and
Deutsche Telekom to name a few in addition to successful Stanford Alum who have become angel investors.
New York City:
In 2010, NYC issued a challenge to top global educational institutions to propose a new or
expanded applied sciences and engineering campus in the city. NYC offered to provide cityowned land, a seed
investment of city capital and the full support of the city administration in making the project a reality and
success. A year later, the Mayor, Cornell University, and the Technion – Israel Institute of Technology announced
a partnership to build an applied science and engineering campus on Roosevelt Island, an area of NYC that
never received substantial commercial investment in the past. The campus has temporarily been set up in
Chelsea, near Google’s headquarters and will move permanently to Roosevelt Island in 2017.Since this initiative
was launched in 2010, Manhattan’s office market has seen the creation of more than six million square feet of
new technology demand to the city.

The following are examples of incentive programs in other cities for conversion of office space to multifamily or other uses.
●

●

Philadelphia
: The Real Estate Tax Abatement was approved in 1978. In its original form, it was a fiveyear
abatement on the improved value of commercial and industrial properties that were converted specifically to
residential. The Abatement has been amended several times, once in 1983 to clarify definitions, once in 1990 to
reduce the exemption to three years, and again at a later point to extend it to a 10year abatement and include
the new construction or improved value of ALL asset classes.
New York:
Office conversion activity, particularly in Lower Manhattan, has been relentless in recent years
despite the expiration of the 421g tax incentive and the Liberty Bond program that spurred a number of
redevelopment projects in prior years. This has increased the overall quality of the remaining office product and
has helped to satiate the strong demand to live in Manhattan (the overall multifamily rental market occupancy
stands at approximately 98 percent according to Douglas Elliman). From 2000 to 2014, the population of Lower
Manhattan nearly tripled from 22,900 to 62,000, according to the Alliance for Downtown New York. In fact, more
office space will be lost to conversions (7.9 million square feet) than added to the market through new office
developments at or near the World Trade Center in the period between 2007 and 2017.
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●

●

●

Baltimore: 
Conversion activity has accelerated over the past two years after Baltimore City passed legislation for
tax breaks on conversions involving at least 50 apartment units. The conversion trend has become one of the
major themes in the CBD, which has struggled with chronically vacant office. For conversions involving over 50
units in eligible areas, 100 percent tax abatement in years 1 and 2 stepping down to 20 percent in years 13 to 15.
Chicago: 
The conversion of office buildings to condos or apartments is mainly occurring in the River West,
Central Loop and River North submarket. In the East Loop the trend has been conversion of office buildings to
hotels. Class L property tax incentive is available for conversions.
Minneapolis and St. Paul: 
Office to residential conversions have increased as both cities have experienced
newfound popularity by young professionals interested in a livework balance, as well as retirement age baby
boomers looking to live in close proximity to quality of life amenities. Most of the past conversions to multifamily
have been from warehouse and industrialtype uses, however the conversion of historic office buildings into
multifamily is occurring as well. The conversion of the Pioneer Endicott in the St. Paul CBD includes state and
federal historic tax credits and a $2.5 million tax increment finance district created by the city. Historic tax credits
are also in play in the Minneapolis CBD.
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