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Consistent positive net absorption
balances supply-side vacancy
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Note: Arrows indicate change from previous quarter.

Key Takeaways FIGURE 1: Vacancy Rate, Deliveries, Net Absorption

— Nashville occupiers absorbed a net positive figure for the fifth consecutive quarter of

208,469 sq. ft. 1,400,000 5%
— Total leasing activity maintained stable growth at 1.8% quarter-over-quarter to 746,000 sq. ft. 1,200,000
yet declined 14.1% year-over-year. 1,000,000 20%

— Trophy rents continued to bolster market asking rent growth in Q3 2023, rising to $52.46 per 800,000

sq. ft. FSG or $39.15 per sq. ft. NNN, an increase of 4.4% quarter-over-quarter and 7.1% year- 15%
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In Nashville, overall activity on the leasing and capital markets fronts remained subdued as 200,000 I I I I I I I I
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activity by way of increased cost of capital and potential value reduction moving into year-end.
Source: CBRE Research, Q3 2023
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New construction supply in Nashville continued to expand and meet occupier demand for
higher-quality space. Five new construction deliveries added 1.4 million sq. ft. of inventory to
the office market year-to-date. Of that total, 808,000 sq. ft. was speculative and 22.9%
preleased as of Q3 2023. This quarter, Hines’s The Finery delivered 192,000 sq. ft. of creative
office space to the growing Wedgewood-Houston neighborhood in the Airport South
submarket 30.6% preleased to media and real estate occupiers. Of the total quarterly market
leasing volume by square feet, tenants signed 38.4% of new leases at new construction
properties. Additional leasing activity through the end of the year should promote the
absorption of recent deliveries.

Roughly 1.8 million sq. ft. of speculative office projects were under construction in Q3, 9.2%
preleased to media, financial, and legal services firms. Each preleased tenant will represent an
in-market relocation to higher-quality product. Despite a growing construction pipeline, the
nearly 8.0 million sq. ft. of office space delivered to the market since 2019 was 77.0% leased as
of Q3 2023.

Total leasing activity maintained stable growth at 1.8% quarter-over-quarter to 746,000 sq. ft.
yet declined 14.1% year-over-year. Overall, average transaction sizes shrunk 27.3% year-over-
year, consistent with the trend toward office footprint optimization.

FIGURE 4: Key Leasing Transactions

JE Dunn Construction Neuhoff Block 2 46,939 Downtown New Lease
G Hills/21st

elspaces 17t & Grand 33036 Oreen Hls/21 o Lease
Ave/Music Row

SVP Worldwide Ragland Building 30,812 Downtown New Lease

Iron Galaxy 333 Commerce 25,694 Downtown New Lease

SP Plus Riverview Business Center Il 24,701 MetroCenter Renewal

CBRE RESEARCH

FIGURE 2: Delivered SF
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FIGURE 3: Asking Rate and Vacancy
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Office Absorption

Nashville occupiers absorbed a net positive figure for the fifth consecutive quarter of
208,469 sq. ft. Three large-block occupancies over 20,000 sq. ft. added a collective
146,000 sq. ft. of positive absorption by tech, manufacturing, and legal services firms
who all moved into new construction properties. Excluding the 588,000 sq. ft. built-to-
suit that elevated figures in Q2 2023, net absorption was still 33.6% greater quarter-
over-quarter in Q3. Without additional construction completions anticipated until 2024,
further commencements during year-end should continue to counterbalance vacancy
caused by recent construction deliveries.

Office Rental Rates

Market asking rents continued to grow, albeit at a slower year-over-year growth rate. In
Q3 2023, the average asking rent increased to $31.96 per sq. ft. FSG, or 3.2% year-over-
year. Trophy rents continued to bolster market asking rent growth in Q3 2023, rising to
$52.46 per sq. ft. FSG or $39.15 per sq. ft. NNN, an increase of 4.4% quarter-over-quarter
and 7.1% vyear-over-year. There was a 49.3% rent premium for trophy availabilities
compared to the Class A average of $35.13 per sqg. ft. FSG. The highest rental rate
increase throughout the market occurred in Airport South, which rose to $23.58 per sq.
ft. FSG, an increase of 7.3% quarter-over-quarter and 3.6% year-over-year due to a new
construction delivery and asking rent increases. Persistent demand for prime space
allowed landlords throughout the market to remain firm on price.

Office Vacancy Rates

Despite positive net absorption, further inventory growth contributed to a 19-basis-
point increase in total market vacancy quarter-over-quarter to 19.5%. Leasing activity
over the next several quarters should aid the absorption of nearly 700,000 sq. ft. of
direct vacant availability added to the market by this year’s deliveries. Sublease
vacancies during Q3 2023 increased market sublease vacancy by 10 basis points from
the previous quarter to 3.0%. Upcoming direct lease commencements and sublease term
expirations should place downward pressure on the overall vacancy rate.
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FIGURE 5: Absorption
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FIGURE 6: Rental Rates
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FIGURE 7: Vacancy
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Market Area Overview FIGURE 8: Market Statistics
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Brentwood 6,424,380 ns 14.0 16.9 47,579 53,098 0 2972

Metroceper Awfpﬂ/ Cool Springs 8,036,799 16.0 2.2 209 66,199 166,161 0 3159
Dowmown o A Downtown 12,376,506 177 20.0 271 69,627 658918 1,253,000 3711

Green Hills/21st

/_/—~\ NASHVI LLE INTERNATIONAL
BV\ﬁ’“P:"d; Green Hllls/21 st Stréet/Music Ave/Music Row 3243498 179 19.4 231 551 44,192 0 36.46
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2,256,034 19.9 22.8 30.5 0 17,203 0 23.56
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West End/Belle Meade 0 154, N4 134 155 13,268 54,506 360,000 3418
Cool Springs >4 | Nashville 46,522,335 16.5 19.5 24.8 208,469 1,183,689 1,702,000 31.96
\ Source: CBRE Research, Q3 2023
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