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Washington, DC Office Second quarter 2009

Capitol Hill / NoMa

Capitol Hill / NoMa Office Market
Deliveries - Net Absorption - Vacancy
Second Quarter 2009

Market Activity
Following a weak first quarter of 2009, the Capitol Hill/NoMa submarket rebounded in the 
second quarter recording 63,000 square feet of positive absorption.  The delivery of Dweck 
Properties’ 300 New Jersey Avenue, NW which contained a 147,000 square foot prelease to 
the law firm of Jones Day accounted for the majority of the positive absorption.  However, 
Jones Day is subletting an entire floor, and overall vacancy increased 120 basis points to 
8.2 percent.  On the whole, sublet space increased from the previous quarter due to the 
Jones Day sublease and Results Education’s sublease at two Capitol Hill/NoMa locations.  
Average asking rents were $45.00 full-service for the quarter, up from a year ago and up 
slightly from the previous quarter.

Market Outlook 
In 2008, the groundbreakings of mixed-use projects such as Constitution Square and 90 K 
Street, NE marked the commencement of Capitol Hill/NoMa’s vision to become a top-tier 
mixed-use community.  While there has been significant office development in recent years, 
not until now have developers added the residential/retail component to create massive 
multi-user projects.  Attempting to lure tenants from the core markets, building owners 
will benefit from the addition of such mixed-use amenities.  In the second half of 2009, 
943,000 square feet of office space is scheduled to deliver, which will force vacancy rates 
to climb sharply until the abundance of amenities and competitive rental rates become 
too economical for tenants to ignore.  With government expansion expected to continue, 
Capitol Hill/NoMa is one of two submarkets that can accommodate large Federal users 
in new space at a competitive price.  This submarket is home to Federal agencies such 
as the Securities and Exchange Commission (SEC) which, faced with expanded budget 
authority, could demand more office space as well as create new jobs by outsourcing work 
to government contractors.  
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Capitol Hill / NoMa office Second quarter 2009
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Southwest / Southeast 

Southwest / Southeast Office Market
Deliveries - Net Absorption - Vacancy
Second Quarter 2009

Market Activity
The Southwest/Southeast submarket experienced a slightly negative second quarter of 
2009, as tenants surrendered 14,000 square feet of occupied space.  This leasing volume 
is a significant decline from the first quarter of 2009 and can be attributed to the lack of 
activity from both associations and government, which dominate this 13 million square 
foot submarket.  On the supply side, Monument Realty delivered 274,000 square feet at 55 
M Street, SE, 100 percent vacant.  As a result, vacancy increased 190 basis points from last 
quarter to 9.6 percent.  Due to the economic climate and a lack of amenities in Southwest/
Southeast, new buildings such as 55 M Street will require aggressive concession packages 
in order to attract tenants to move from the District’s core markets.  To date, Southwest/
Southeast tenants have absorbed 117,000 square feet in 2009, which is relatively healthy, 
but far from the 1 million square foot level of absorption needed to keep vacancy stable.  
Average asking rents were $45.50 full-service for the quarter, down from a year ago and 
down from $46.00 in the first quarter of 2009.         

Market Outlook
Looking forward, an additional 1.2 million square feet is scheduled to deliver to the 
submarket by year-end, 58 percent vacant at this writing.  This new supply marks a 9 percent 
increase in inventory and will cause vacancy levels to easily enter double digits by year-
end.  With a similar mixed-use vision as Capitol Hill/NoMa, Southwest/Southeast has 
the potential to become one of the District’s most illustrious areas.  In the short-term, 
the submarket does face challenges with a significant amount of supply delivering, most of 
which is speculative.  However, Southwest/Southeast is positioned to be a major benefactor 
of the Federal government’s expanding role in the national economy, as this submarket is 
one of two that can accommodate large Federal users in new space at a competitive price.  
The Southwest/Southeast submarket is home to Federal agencies such as the Department 
of Transportation (DOT) which, faced with a $40.1 billion budget increase stemming from 
the Stimulus bill, could demand more space as well as create new jobs by outsourcing work 
to government contractors.  

Market indicators
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Southwest / Southeast office Second quarter 2009
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Uptown

Uptown Office Market
Deliveries - Net Absorption - Vacancy
Second Quarter 2009

Market Activity 
While the Uptown submarket has quietly been the leanest market in the District since 2006, 
it was hit hard in the second quarter of 2009.  Uptown tenants returned 95,000 square feet 
to the market, resulting in a 130 basis point increase in vacancy to 6.7 percent.  Microsoft 
vacated 65,000 square feet in order to relocate to Wisconsin Place in Chevy Chase, MD, 
which accounted for the majority of the submarket’s vacancy increase.  Additional small 
tenant move-outs added to rise in empty space, which intensified the blow to this smaller 
submarket.  To date, net absorption rests at negative 133,000 square feet, which puts Uptown 
on pace to have back-to-back years of negative absorption.   Average asking rents were $37.00 
full-service for the quarter, a slight decrease from a year ago and down 1.1 percent from the 
previous quarter.

Market Outlook
As District development continues to expand outward from the city center, developers 
may shift their focus to potential sites in the Uptown submarket.  The Wisconsin Place 
development in Chevy Chase, MD, which includes 290,000 square feet of office space, lies 
just beyond the Uptown borders on Wisconsin Avenue.  With significant leases in position, 
Wisconsin Place’s success could act as a catalyst for potential development along Wisconsin 
Avenue and in surrounding areas in the Uptown submarket.  Convenient Metro access and 
abundant amenities are factors that could boost the Uptown market allowing it to become 
the next extension of the District’s emerging markets.  Nevertheless, in the short-term, we 
expect leasing activity to remain light in Uptown, with rents holding flat until the local 
economy pulls out of its current contraction.  
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Uptown office Second quarter 2009
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