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What will take the Columbia office market to
the next level?
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Key Takeaways Market Indicators Q4 2019 a1 2020
R R Relative to prior period
> The overall Columbia office market absorbed 56,270 square feet
from the fourth quarter of 2018 to the fourth quarter of 2019. VACANCY 1t 2
> There are less office-using jobs in Columbia than there were NET ABSORPTION - +
at year-end 2018; therefore, the demand for office space is
decreasing. CONSTRUCTION « «
> Columbia’s annual office vacancy rate decreased from 10.73% RENTAL RATE** f ‘.‘

during the fourth quarter of last year to 9.94% this quarter.

Note: Construction is the change in Under Construction.

*Projected
**Rental rates for current quarter are for CBD. Rent forecast is for metro-wide rents.
: Summary Statistics
2019 Office Reca P Q4 2019 Columbia Office Market Market CBD Suburban
The annual office vacancy rate decreased from 10.73% during the Vacancy Rate 9.94% 9.77% 10.02%

fourth quarter of last year to 9.94% this quarter. Overall, Columbia
absorbed 56,270 square feet; the central business district posted
a negative 53,488 square feet due to CBD office properties being )
repurposed or demolished last year. The Northeast Columbia ﬁiiigg:quuare Feet) -18.26 -23.39 +5.13
submarket posted the highest annual absorption of 129,134 square

feet this year. Throughout 2019, there have not been many options
for new leases within the central business district due to the lack
of available spaces. The overall average weighted rental rates have
increased from $17.36 per square foot during the fourth quarter

of 2018 to $18.25 per square foot this quarter. Likewise, Class A

Change from Q4 2018
(basis points)

-79 -39 -102

New Construction 0 0 0
(Thousand Square Feet)

Under Construction 0 0 0
(Thousand Square Feet)

*Note: “New construction” denotes delivered buildings.

overall weighted rental rates have increased 5.01% from this time Asking Rents*

in 2018 and were $21.77 per square foot, and Class B rental rates Full-Service Per Square Foot Per Year Market CBD Suburban

increased 2.67% over fourth quarter of last year and were $17.90 Overall $18.25 $21.31 $17.20

per square foot during the fourth quarter of 2019. ' ' '
Change from Q4 2018 +490%  +2.77% +6.80%
Class A $21.77 $22.33 $21.44
Change from Q4 2018 +5.01% +0.40% +14.83%
Class B $17.90 $20.97 $16.71
Change from Q4 2018 +2.67%  +5.48% +0.84%

*Asking rents are averaged weighted rental rates of the remaining available office space

In January 2018, Colliers International benchmarked its office data set for South Carolina. The new standard includes: all office buildings 10,000 square feet or larger, except
medical office and government-owned buildings; all single tenant office buildings; buildings in an expanded geography; data for all quarters beginning in Q4 2008; and
excluding office condominiums. In addition, the submarkets are separated by class levels A, B and C (A being the highest quality space and C being of lesser quality), and are
also divided into 2 divisions: central business district (CBD) and suburban. The central business district submarket consists of a highly-populated business area with
infrastructure and an office building/high-rise environment, which is often accompanied by heavy daytime foot traffic. A Suburban submarket is an area or town existing as a
mixed-use community within commuting distance of a larger city. Due to the adjustments of the building inventory, comparison of data included in previously published market
reports should be avoided.




So, what will it take for the Columbia office market to move to

the next level of generating new construction? There are several
factors which are needed to have a positive impact on creating new
office construction. The market is well occupied and experiencing
rental rate increases. Yet the differential between what Class A
tenants are currently paying and the rental rate required for new
construction is still a large gap. This gap will be reduced in 2020
as we continue to see rental rates increase. Particularly in 2020
we will see rental rates increase at a much higher pace than in
years past. The extremely limited amount of vacant space in the
Class A and Class B sectors will allow landlords to increase rates
significantly in 2020. Yet even with rental rate increases, the single
most important component for generating new construction which
is missing is the creation of office-using jobs in the central region
of South Carolina.

Office-using employment are those jobs related to the professional
and business services, financial activities and information sectors.
According to the most recent October 2019 data from the Bureau
of Labor Statistics, within the Columbia Metro Statistical Area
(MSA) there were 1,200 less jobs during October of this year than
there were in October 2018, weakening overall office demand in

the Columbia market. Total non-farm employment totaled 404,600
within the Columbia MSA in October 2019. Government, Trade,
Transportation and Utilities and Professional and Business Services
are currently the top three employment sectors contributing to the
Columbia MSA employment. The Columbia unemployment rate
continues to decrease and is currently at 2.0% as of October of this
year.

So, for 2020, landlords can expect to see constant renewal activity
within their properties at significantly higher rental rates. Tenants
who may be in need of more space find challenges with locating
suitable options and if they are located, rental rates will be much
higher than they are currently paying. If the market experiences
positive job creation, we will then begin to see the foundation for
potential new construction of office properties in the Columbia
market.

Market Overview

Overall Columbia Market

The Columbia office market is comprised of 16.26 million square
feet of office properties within 8 submarkets. No new construction
was delivered to the market or is currently under construction,
two buildings totaling 95,500 square feet are proposed to be built
within the Columbia market. The overall market posted a negative
18,263 square feet during the fourth quarter of this year, most of
the negative absorption was concentrated within two downtown
buildings. Class A properties absorbed 25,032 square feet and

the Northeast Columbia submarket posted 19,688 square feet of
absorption this quarter. The vacancy rate rose slightly from 9.82%

last quarter to 9.94% during the fourth quarter of 2019. The overall
average weighted rental rate in the Columbia office market rose to
$18.25 per square foot this quarter, indicating the remaining space
that is available in the Columbia market is of high quality.

Significant Transactions

According to Costar, during the fourth quarter of 2019, there were 50
leases executed and many of the leases were signed by undisclosed
tenants or were under 10,000 square feet. There were also 25 sale
transactions this quarter.

2019 Q4 Office Significant Transactions | Columbia

PROPERTY NAME | LOCATION BUI;?NG BUYER | TENANT
SALES
1122 Lady Street | Columbia 159,013 $12.7M Novel Coworking
500 Taylor Street | Columbia 65,400 $6.7M 500 Taylor

Street, LLC

SF
LEASES
113 Reed Avenue | Lexington 20,500 South Carolina State
Accident Fund

1906 Pineview Drive | Columbia 10,320 Alpha Media

Source: Colliers International, CoStar
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Columbia Business District (CBD)

The Columbia central business district consists of 5.56 million
square feet and construction activity remains absent. Downtown
office buildings posted negative 23,388 square feet of office
absorption; however, Class A downtown office absorbed 16,193
square feet. Very few buildings had any activity at all, only 9 office
buildings contributed to the overall CBD absorption. The overall
downtown vacancy rate increased slightly from 9.35% last quarter
to 9.77% during the fourth quarter of 2019. In addition, the overall
downtown weighted rental rates increased from $21.15 per square
foot during the third quarter of 2019 to $21.31 per square foot this
quarter; however, the downtown offices rental rates range from
$15.50 per square foot to $25.00 per square foot depending on the
location and quality of space. Class A office rental rates averaged
$22.33 per square foot and Class B office rent averaged $20.97 per
square foot in the central business district during the fourth quarter
of 2019.

Suburban

The Columbia suburban markets consist of 10.69 million square
feet of office properties and no buildings were delivered to the
market or are under construction within the Columbia suburbs. The
suburban submarkets absorbed 5,125 square feet overall, with the
Northeast Columbia submarket accounting for 21,663 square feet
of the positive absorption and most of that absorption occurred

at 1001 Pinnacle Point Drive. The suburban vacancy rate dropped
slightly from 10.07% during the third quarter of this year to 10.02%
this quarter. The suburban submarkets average weighted rental
rate increased to $17.20 per square foot during the fourth quarter
of 2019. Suburban rental rates averages ranged from $14.91 per
square foot in Class C offices to $21.44 per square foot in Class A
offices.

Market Forecast

Tensions rise when entering an election year as fears of policy
changes and economic downturns mount. However, most
economists agree a recession is not predicted to occur in 2020.
Columbia’s economy is positive with a low unemployment rate

and a steady rise in population and residential growth and will be
able to withstand the general economic ebb and flow expected in
coming years. One issue which needs to be addressed is the lack
of Columbia office-using job creation. Attracting new headquarters
and recruiting college graduates to the region will be crucial for
continued office demand.

The office market has fluctuated throughout the past year, but due
to high quality space availabilities in the central business district
and positive growth in the suburban submarkets, it is expected to
post positive activity through the middle of next year. As space
tightens, the office rental rates will likely rise for the available
remaining spaces as tenants compete for office space that suites
their needs.

1122 Lady Street | Columbia, SC

Source: CoStar

400 Otarre Parkway | Cayce, SC

Source: Colliers International
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Q4 2019 Office Market Summary Statistics

MARKET BUILDINGS INVENTORY DIRECT VACANT | SUBLEASE VACANT | TOTAL VACANT | TOTAL VACANCY | NET ABSORPTION AVERAGE ASKING
(SF) (SF) (SF) (SF) RATE (%) (SF) RENTAL RATE (SF/YR)

CAYCE/WEST COLUMBIA

Class A 4 665,024 2,350 - 2,350 0.35% -2,350 $23.00
Class B 5 147,588 1,648 3,142 4,790 3.25% - $18.00
Class C 19 771,498 47,520 - 47,520 6.16% -3,996 $11.49
Cayce/West Columbia Total 28 1,584,110 51,518 3,142 54,660 3.45% -6,346 $21.92
EAST COLUMBIA

Class A = = = = = = = =
Class B 3 317,176 - - - 0.00% - -
Class C 23 346,027 5,624 = 5,624 1.63% = =
East Columbia Total 26 663,203 5,624 - 5,624 0.85% - -
FOREST ACRES

Class A - - - - - - - -
Class B 6 321.440 60,289 - 60,289 18.76% -5,535 $16.84
Class C 22 826,203 143,991 - 143,991 17.43% -3,395 $15.02
Forest Acres Total 28 1,147,643 204,280 - 204,280 17.80% -8,930 $15.47
IRMO/CHAPIN

Class A = = = = = = = =
Class B 3 77,009 - - - 0.00% - -
Class C 10 120,405 = = = 0.00% = =
Irmo/Chapin Total 13 197,414 - - - 0.00% - -
LEXINGTON

Class A 3 167,028 2,362 - 2,632 1.41% - $14.00
Class B 8 170,040 41,594 - 41,954 24.46% - $11.26
Class C 9 136,015 - - - 0.00% . -
Lexington Total 20 473,083 43,956 - 43,956 9.29% - $11.41
NORTHEAST COLUMBIA

Class A 11 643,287 39,445 29,350 68,795 10.69% 19,688 $20.62
Class B 19 1,817,479 171,344 - 171,344 9.43% - $17.58
Class C 15 485,925 144,491 = 144,491 29.74% 1975 $15.69
Northeast Columbia Total 45 2,946,691 355,280 29,350 384,630 13.05% 21,663 $17.33
ST. ANDREWS

Class A 7 513,562 122,178 - 122,178 23.79% -8,499 $20.79
Class B 26 1,742,472 99,275 - 99,275 5.70% 7,934 $17.52
Class C 38 1,426,757 157,460 - 157,460 11.04% -697 $14.03
St. Andrews Total 71 3,682,791 378,913 - 378,913 10.29% -1,262 $17.29

SUBURBAN SUBMARKETS

Class A 25 1,988,901 166,335 29,350 195,685 9.84% 8,839 $21.44
Class B 70 4,593,204 374,150 3,142 377,292 8.21% 2,399 $16.71
Class C 136 4,112,830 499,086 - 499,086 12.13% -6,113 $14.91
Suburban Submarkets Total 231 10,694,935 1,039,571 32,492 1,072,063 10.02% 5,125 $17.20
Class A 13 2,305,367 171,006 9,000 180,006 7.81% 16,193 $22.33
Class B 26 1,818,300 260,037 7,842 267,879 14.73% -34,140 $20.97
Class C 57 1,437,652 95,217 120 95,337 6.63% -5,441 $19.57
CBD Submarket Total 96 5,561,319 526,260 16,962 543,222 9.77% -23,388 $21.31
Class A 38 4,294,268 337,341 38,350 375,691 8.75% 25,032 $21.77
Class B 96 6,411,504 634,187 10,984 645,171 10.06% -31,741 $17.90
Class C 193 5,550,482 594,303 120 594,423 10.71% -11,554 $15.55
Market Totals 327 16,256,254 1,565,831 49,454 1,615,285 9.94% -18,263 $18.25

Source: Colliers International, CoStar
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Colliers International | South Carolina has over 150 staff members, including 60 real estate
professionals, covering the entire state with locations in Charleston, Columbia, Greenville and
Spartanburg. Total 2018 brokerage volume exceeded $577 million, which included over 505 sales
and leasing transactions. In addition to traditional commercial real estate representation services for
our clients, the company is actively engaged in Corporate Solutions and Healthcare Services. Colliers
International is an Accredited Management Organization (AMO) through the Institute of Real Estate
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