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Increased demand for office space, the strongest labor market since 1999 and continued strong
interest from investors combined to drive the largest full-year office investment total since 2007,
according to the latest research from CBRE Group, Inc.
Total investment volume in U.S. office properties totaled $119 billion in 2014, a 15% climb over the
prior year. The year closed with a very active quarter for office property investment, in terms of sales
volume. In Q4 2014, U.S. office sales volume reached $35.6 billionâ€”13% higher than Q3 2014.
Despite the steady climb in office property acquisitions over the last several years, the 2014 figure
was 44% below the prior peak of 2007.
Relative to other property types, foreign capital was particularly focused on the office sector,
acquiring $17 billion of U.S. office assets in 2014â€”representing 45% of foreign investment in U.S.
commercial real estate. Within the office sector, foreign capital leaned toward central business
district (CBD) properties, with 80% of it going to such assets. Canada, Norway and Hong Kong were
the largest sources of international investment capital in 2014, with New York and Boston the
leading markets for foreign office investment.
"The U.S. office market remains a safe haven for foreign investors looking to make their way into the
U.S. In 2015, we anticipate total office investment will rise roughly 15%," said Jeanette Rice,
Americas Head of Investment Research, CBRE.
U.S. office leasing metrics were also strong, with net office absorption totaling 15.4 million s/f for the
quarter, and 52.7 million s/f for the yearâ€”the best performance since 2007 and well exceeding the
long-term average of about 40 million s/f
"The U.S. office market ended the year on a strong note," said Sara Rutledge, Director of Research
and Analysis, CBRE. "Office space demand was supported by the tightest labor market conditions
seen during the recovery and healthy GDP growth. Looking ahead, the U.S. economy should
continue to improve, with tailwinds to consumer spending outweighing headwinds to exports and
capital spending. As a result, office market fundamentals should continue to tighten."
The U.S. office vacancy rate declined another 20 basis points (bps) in Q4 2014, to 13.9%, which
was down 100 bps from year-end 2013. Downtown and suburban vacancy mirrored the overall
quarterly decline, falling by 20 bps each, to 11.1% and 15.5%, respectively.
Gross asking rental rates for office space continued their steady rise in Q4 2014, averaging $28.30
per s/f at year-end. Following 15 consecutive quarters of rising rents, the U.S. average ended 2014
only 2.4% below its 2008 prior peak. 
The largest increase in office investment activity in 2014 came from private, non-institutional U.S.
investors, a category that includes non-traded REITs. This group acquired $38 billion of office
assetsâ€”an increase of 26% over 2013. Investment by public REITs also rose substantiallyâ€”by



13% to $15 billion.
Trends in cap rates and sales price per s/f also reflect the large amount of capital coming into the
sector, as well as the continued improvement in market performance. Over the year ending Q4
2014, cap rates dropped 30 bps to an average of 6.7% for all types of office assets.
Total completions of multi-tenant office buildings rose to 8.8 million s/f in Q4 2014, for an annual
total of 22.3 million s/f, which was only half of the long-term average. However, office construction is
gaining momentum nationally and across more markets. Office space under construction totaled
88.7 million s/f at year's end, with 20 markets now experiencing activity at 2% or more of standing
inventory.
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