Downtown office sector: Post-pandemic landscape
Understanding the economics, mindset, pressures
Key to sparking recovery & change in practices
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But it is upper floor uses & density
that drives street level & transit activity
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Two exceptions: San Antonio & Las Vegas
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We judge the vitality of cities: on-street activity

High-rise office buildings most dense development
within cities & most job intense
Drive demand for adjacent housing
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But generally it is upper floor work uses & density
that drives at least 30% of street level activity
& hold a very large share of jobs
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What is their motivation to lease ground floor
When 95% of income is coming from upstairs?
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Industry actors

Developers

Owners: Individual companies REITs/Pension
funds:
seeking return on investment

not specifically tied to place AVAILABLE

AVAILABLE

Management: day to day operations
operating maintenance contracts
tenant service & cost management

Commercial tenants: seeking access to talent;
Favorable cost, transportation connectivity; access to amenities

Brokers: representing ownership & tenants
Invest in research & trend analysis
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Brolfers best source of data

Basic measures of industry performance

::.,.,,l,h.. o Supply — expressed as square footage; Different brokerage

firms count different geography & inventory

CH 10 2020

PHILADELPHIA
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Rents — expressed as dollars per square foot; includes
tenant fit-up costs, cost of occupancy + pass through of
operating & maintenance costs (O&M) & municipal taxes,
including BID assessments

Asking rent & effective rent (concessions)
Investor looking for ROI; will improvements return higher ROI?

Occupancy/Vacancy Rates
Absorption - Positive & negative
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Midtown Manhattan most dense employment center in US
With 902,306 jobs; 920 jobs per acre
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LA - Downtown: 285 jobs per acre San Francisco 217 jobs
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Center City Philadelphia, 203 jobs/acre Even sprawling 635 square mile Houston
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Has three high density downtowns
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Central Houston: 156,000 jobs at 133 jobs/acre Office has been the setting for collaboration,
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Density has an economic value in-itself Density creates economies of scale & robust labor markets;
Competitors benefit from proximity; support services/labor

TRIUMPH DF THE CITY
The essence of cities is “the
absence of physical space
between people & companies.
EDWARD GLAESER
[Cities] are proximity, density,
| closeness. They enable us to
| work & play together, & their
| success depends on the
demand for physical
connection.”

I~ |
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Dense cities spur on-street activity
& unintended interaction

FAr
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Empty offices = ground floor & concourse retail vacancy
Lifeless sidewalks
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Economic impact of office sector

+
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Typical office occupant

Tenant; most buildings multi-tenanted
(some corporate headquarters are owned)

Signed a 10 or 15 year lease; locks in rent;
fit up allowance; pass-thrus

May have offices elsewhere in region
(suburbs) Comparison shoppers

With digital technology the cost of moving
is lower; leave furniture behind & upgrade

Footloose; retention & attraction are key
Economic development activities
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Typical private sector office sector tenants

NAICS = North American Industrial Classification System
At the 2-digit level, the Office Sector is roughly the following:

51: Information & communications

52: Finance & Insurance

54: Professional, Scientific, & Technical Services
Law, accounting, engineering, architecture

53: Real Estate Rental & Leasing

55: Management of Companies & Enterprises
Corporate headquarters: Energy in Houston,
Technology in San Francisco, Amazon in Seattle
Comcast & Aramark in Philadelphia
Banks in Charlotte
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"Traded” professional & business services
Businesses that sell outside the region

2 commany
o SERE

FIGURE 17:
Professional and Business Services:

Firing on All Cylinders: o

Growing Jobs and SmallBusinces Traded Sector Jobs per 1,000 Population in 2016

by Expanding the Traded Sector By [ seburbs

Where e obs Are n te Region

Baltimore  Boston  Denver  NewYork Philadelphia San Francisco

Source: CCD tabulation of Eckert, Fort, Schott, and Yang, County Business Patterns Database:
Population data from US Census Bureau Population Estimates Program.




Boston’s strength in financial services

Selling outside the region

FIGURE 13:
Financial Activities: Traded Sector Employment
per 1,000 Population in 2016

Miciy [ Suburbs

Baltimore  Boston Denver

Based on calculations by the
Building Owners & Managers
Association (BOMA) pre-pandemic

every 1 million sf of occupied office

space provided 6,700 office jobs at
all skill levels
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Office jobs support scores of other jobs
Each 1 million sf office space supports

36 janitors, 24 security guards
& 10 building engineers.

Employees within buildings generated
$3.6 million in annual retail sales in
surrounding shops & restaurants;
drove demand for transit, taxi &
ridesharing jobs.

Business travelers to firms occupying

each million sf of office space created
annual demand for 22,000 hotel rooms
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San Francisco: Traded information services

Import wealth back within the region

FIGURE 11
Employment in Traded Information Industries per 1,000 Population, Cities and Suburbs, 2016

Moy W Suburbs

Baltimore Boston Denver New York Philadelphia San Francisco

Saurce. CCD ta

2015: Office sector jobs not only high wage
Both highest wage & most diverse
Paying between $20,000 & $59,000

Administrators, Administrative Assistants, Architects,
Accountants, Collections Business Analysts,
Clerical/Secretarial/Receptionist, Customer Service
Representatives, Computer Programmers &
Technicians, Data Analysts,Facilities Managers,
Financial Analysts, Law Clerks, Marketing
professionals, Paralegals, Quality Advisors, Sales
representatives, Security personnel,
Telecommunications Analysts
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Many blue-collar jobs depend on presence of office workers
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Constructing an office building & hotel of comparable size Comparative employment density
will both generate about 1,200 construction jobs

: PSFS bank building
z 600,000 sf=4,000 office jobs

Loews Hotel

Average = 8 jobs for every
10 hotel rooms in banquet
or convention hotel

600 rooms = 480 jobs
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Local workforce participation Sectors cross-fertilize: Diversification has
Changed the value proposition
Hotels, theaters & restaurants

create an environment that attracts
business and residents.

60% 80%

The hospitality industry & eds/meds
creates work for accounting, architecture
& law firms.

Office tenants attract both corporate
meetings and business travelers that fill
hotel rooms.

55% of business at convention center,
eds, meds & pharma

Diversification is key to success

E'ECENTER CITY DISTRICT :’3 CENTER CITY DISTRICT

Offices set in a thriving & mixed-use downtown

So not office bqulngs isolation Conventions, hotels, restaurants, cultural institutions & housing
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Diverse downtown sectors reinforce each other Pre-pandemic conditions: office building job density

AW,
Formula in 1980s & 1990s

B was 250 sf per employee.

GFFICE, it
LIINE.

Technological innovation
(fewer private offices/secretaries)
“hoteling” & downsizing pressures =

1 1175-150 sf/ employee
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Open office plan
Computers eliminated secretaries, filing staff & cabinets
Law firms stopped needing law libraries
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Earphone reduce the need for private offices Common areas instead for socializing,
gathering, small meetings
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Both locally grown spaces for free-lancers,
_start-ups & entreprenures
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Some were open & airy
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Pre-pandemic options
Intimate scale in coworking spaces
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Shared workspace: offices or desks
rented on short-term basis: Industrious
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Pre-pandemic technology enabled viable alternatives
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t is global: what is local & cultural?

llWEH
SWAA February 2025
Updates*

Jose Maria Barrero, Nicholas Bloom, Shelby Buckman, and Steven J. Davis

7 February 2025

ITam o

Latest survey wave included: January 2025

To sign up for regular results updates, please sign up here.
* Many thanks to Mert Akan and Diega Alvarez for excellent research assistance.

&2 CENTER ISTRICT

57

Roughly conforms with Placer Ai data
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Pandemic dramatically accelerated WFH

Percentage of paid full days worked from home
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About 29% of Paid Days in the US in January 2025
Were Work-From-Home Days

Source: Responses o the questions:
- Currently (this week) what s your work staus?
iSwas)
- For each day last week. (id you work a full day (6
me and if 50 where? (SWAA)
- in the last 7 days. have you.. teleworked or worked
trom home? (HHF)

Notes: For each wave. we compute the percent of paid
ull days worked from home in the SWAA and Househokd
Puise Survey (HHP) and plot it on the vertical axis. The
Borizontakaxis location shows when the Suvey was. in
the fid. The pr-COVID figure s from the 2017-2018
Amercan Tima Use Survey. SWAA® Befors November
2020, wo ascad the fist queston atove. Sinca
Nowember 2021, we have asked Ihe Sacond queston.
From November 2020 to October 2021, we back-cast
responses lo the currant queston using a regrassion
medel based on currant-queston responses and ancther
queston (not shown). We re-weight the sample of US
residents aged 20 to 64 eaming $10,000 or more in a
prior year to match CPS shares by age-sex-education-
aarings calls. HHP: We focus on individuals agad 20 to
64 with housenold incomes above 525,000 per year. We
assign 0% of days WFH if the respondent did so for “lor
12 days:” 70% if they did 50 for 3.4 days:" 100% i °6 or
mere days” and 0 for "No.”

“No.
= 221,340 (SWAA) N = 923,587 (HHP)

Percentage of paid full days worked from home
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* Survey of Working Arrangements and Attitudes
= Census Household Pulse Survey

°
Pre-COVID  Jan21 Jul  Jan22 Jul Jan23 Jul Jan24 Jul  Jan25
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West Market Office District: Average Daily Visits by Non-Resident Workers

as a Percentage of 2019 Level
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The Pandemic Permanently Increased WFH, Equivalent
to Almost 40 Years of Pre-Pandemic Growth

Source: Responses to the questians
- I their lime diary the respondent listed the

Full Days Worked at Home, Percent of Paic Workcays acivity “Paid work ot home* for 8 o
TUS)

- wE (A
@ - How did this persor usually gel ic work last
week? (ACS|

2 [ - For each day last week, did you work a full day

! 16.0r more hours), and. i so, where? (SWAA)

I}
B3 | Notes: For eact dataset, we compule the percent of
—— American Heritage Time Use Study ! working indiv duals W‘W workad "‘"Fﬂavﬁ MA"?"g
- during the survey's reference penad. For the AHTU:

84 American Time Use Survey ! and ACS, i an individual reports sually working from
—— SWAA | ers|  home, we mark them as working from home 100% of
I the time. In SWAA we compute the percent of full
&1 ; paid days at home to account for a hybrid work
| schedule, and calculate monthly averages, We report
1 those monthly values in 2020 and combine them inta
= e | yearly averages from 2021 onwards. Then we plot
a2 each percentage on the verlical axis. We re-weight
e s 22 the sample of US residents aged 20 1o 64 eaming
= 520,000 or more in 2019 dolars to overall population
P ™o | 18 | amn | J0o5  Shares. Wo impule the September 2023 data value

35 the average of August and Oclober due 10 data
quality issues.
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Type of work major factor

Working from Home is Most Prevalent in Finance, Tech, and
Professional and Business Services Sectors

Current working from home: All wage and salary employees

Responses to the question:

Finance & Insurance [ 2 35 - For each day last week, dic you work
Information (incl. part of tech) P 2 37 2.full dav (6 or more hours), #nd if so
Professional & Business Services [FMI——— 192 where?

Real Estate [MEm—" 188
Arts & Entertainment |IEI———_ 1.70
‘Wholesale Trade [WIEE————— 166
Utilities [MI 153
Government |IE—————1.37
Health Care & Social Assistance [FEEES——— 1.0
Construction |MESSS 0.98
Education [SESS 0%
Manufacturing [FESESEG—0.67
Other Personal Services [F—=— 0.75
Retail Trade |MESS———0.71
Transportation and Warehousing [WESSSSSN 068
Hospitality & Food Services SIS 056
T T T T T N = 21355

Sample: Data ae from the August 2024
to January 2025 SWAA waves. The
sample includes all wage and salary
emplayees who pass the attention-check
questions. We exclude mining due o
insufficient observations and agriculture to
focus on ron-fam jobs We re-weight the
sampla of US residents aged 20 to 64
eaming $10,000 or more in a prior year to
match Current Population Survey on age.
sex education, and earnings.

[ 1 15 2
Days per week

Tech firms leased 27% of office space
in Downtown Portland
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Irreversible disruption?

Generalizing about the future after too little time?
What about another disruption? Major recession?

815
Full Days Waorked at Home, Percent of Paic Warkcays n ‘J
-] I
2 - “ rs0r got fc work last
I
I |
|
|
% Noted: Fohgact
—— American Heritage Time Use Study ; TR —
ER American Time Use Survey I \
— SWAA “
71 !
|
68
1 3.4 /\“/"vm
(VR Bt
-
1965 1960 1995 2010 2026
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Tech dominance in San Francisco:
38% of office space

s

;j‘ ji W
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Tech companies leased 21.4% of office
space in downtown Denver

11



Amazon in Seattle accounted
for 20% of downtown office space
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Energy sector in Houston: 20% of occupanc
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mployee preferences: what is US specific/global

The Gap Between How Much Employees Want to Work from
Home and Employer Plans Fluctuates Near 0.6 Days

Responses to the questions:
- Looking one year ahead, how ofien would
you iike to have full paid days at home?

Average Days per Week Working From Home:

Desired, Actual, and Employer Plans for 1+ Years Ahead - Looking ona yesr shsasl, fow oflen s your
\ employer planning for you to work full days
at home?

o
Sample: Data are from all SWAA waves
covering August 2020 to January 2025, The
sample includes all respondents who responded
- to the relevant survey and have work-from-home:

experience ir 2020 of later, For the employer
N7 | plans series. we exciude respondents who
?«\_:f s | report having no employer We impule
September 2023 data as the average between

August and October dué 1o data quality issues.

25

~
Worker Desires N = 183,995 (employer plans, able to work
——= Actual WFH trom home)
L s+ _Employer Plans N = 198,499 (worker desires, able tc work
from home)

Jui20 Jan2t  Jul Jan22  Jul  Jan23  Jul  Jan24  Jul  Jan25
Sample: Workers able to work from home
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N = 161,307 (actual, able to work from home)

Comcast Philadelphia: 5.5% of downtown inventory
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Non-Resident Worker Recovery Rate in Downtown Areas:
2024 Q4 as a Percent of 2019 Q4
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Employers Offer Fewer Fully Remote Jobs and More Fully
Onsite Jobs Than Employees Want

Worker desired amount of post-COVID WFH days Current amount of WFH days

Rarely or never Zero days.
1 day parwoes day peor wosk
2 days per wesk 2 days per week
3 days por woek 3 days por wosk
4 days por woek 4 cays per woek.
5 daya por wosk 5 days par weok
o & 10 15 2 2 % 8 5 5 s w2 3 3
Percent of respondents Percent of respondents
Sarmplo: Fulltime wape and salary employces who ars able to WFH. N = 7885 Sarmple: Fullima wage and salary employees who are stla to WFH. N = 7560

Responses to the questions: As the pandemic ends, hiow often would you like 1o have paid workdays at home? For each day 1ast weak did you work @

and'if so where?
Sampla: Data are from the Ociober 2024 1o January 2025 SWAA waves, The sample includes ful-time wage and salary employaes (ie. who worked § or
more days during the Survey reference week) who have werk-from-home experience during the pandemic and pass the alientn-check Questons. Num bers
for °5 days. per week” in the right chart include responses for 6 or 7 ful days worked from home. We re-wsight he sample of US residents aged 20 1o 64
‘samina $10,000 ar mar in a prior vear to match Current Population Survey on aga. sex, education. and eaminas.
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By Late-2024: 13% of Full-Time Employees Were Fully Remote,
61% Were Full-Time on Site, and 26% Were in a Hybrid Arrangement

Working Arrar Sour o the questions:

2 or each day last week, did you work a
full day (6 or more hours) and if so
where?

Fully on site 614,

Notes: We tre of full-tme

fi.e. wark

employees 1l their

on business premises;

Hybrid %8 ©on busines
ar
Full WFH 130
4 10 20 30 40 50 60
Percent of full-time employees N=13,541

S CENTER CITY DISTRICT

For Employees that Can Work from Home, the Most Common
Practice is Hybrid, with Fully On Site Close Behind

Source: Responses (o the questions:
of Those Able to WFH September to December 2024 - For each day last week, did you work a full
day (6 or more hours). and if so where?

Notes: We compule tre percent of fLlMime fi.e
work 5+ days/week) wage and salary employees
who are able to work from home and either iy
worked all their days on business premises: ii)
worked some days on busines premises and
some: days at home; or iiii) worked all all days at
Hybrid hame during the survey's reference week. Then
we show the percentage for each group. We infer
that semebody is able to work from home if they
currently do so 1+ days per week, o did so at
some point since the start of COVID. The sample
Full WFH covers the October 2024 (o January 2025 waves
of the SWAA. We re-weight the sample of US
residents aged 20 to 64 eaming $10,000 or more
ir 2019 or 2021 to malch CPS shares by age-
10 sex-education-earnings cells.

Percent of full-ime employees N= 8,700

Fully on site

S CENTER CITY DISTRICT

Nearly One Third of Workers Say They’re Willing to Strike
Over Work-From-Home Benefits

Responses to the Questions:
- Would you be wiling te start or join &
strike over any of the following job
faatures?
Benefits
Notes: We construct the willingness index
by coding responses as 0 for "No,” 50 for
“Maybe," and 100 for “Yes." The sample
includes emplayed respondents from the
November 2024 thru January 2025 SWAA
We reweight (he raw responses from US
residents eaming $10,000 or more in the
pror year to match the 2010-2019 CPS by
age x sex x education x earnings cels

Job security

Hours

Abillty to work from home [Fp—

20 0 40
Strke Willingress Index
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West Market Office District: Average Daily Visits by Non-Resident Workers
as a Percentage of 2019 Level
120%
100%
80%
60%
40%
" ||||||||||||”
g 8 g 384 38 T 2333 g
555255585553253325325
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Demographics are a variable

Workers In Their 50s and 60s Are Fully On Site and Fully
Remote More Often Than Younger Workers

Source: Responses 1o the questions
Working by Age October 2024 to January 2025 - For each day last week, did you work a
full_day (6 or more hours) and if so

where?

20-29
Notes: For each age group, we compute the

percent of fulktme (i.e. work 5+ days/weeky
‘worked all their days on business premises; iy

Age

worked soma days on busnas premises and
soma days at home; or (i} worked all all days
at nome during the survey's reference week
Then we show the percentage for each group.
The sample covers the September to
Dacembar 2024 waves of the SWAA. We ra.
weight the sample of US resdents aged 20 te
64 earning $10,000 er mare ir a prior year to
Py Py P match CPS shares by age-sex-education-
Percent of full-time employees earnings Gells.

N= 13541
[ Fully on site W Hybrid WSS Full WFH |

g
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Up to Half of Workers in Remote-Friendly Industries (Information)
Are Willing to Strike Over Work-From-Home Benefits

Finance & Instrance = s
Wholesale Trade a7
Professional & Business Service: MEEGEG__—_— :
Arts & Entertainment IR -
Notes; We construct the wliingness

Construction I - phe]
) index by coding responses as 0 for "No,
Transportatior and Warehousing £ 50 for "Maybe.” and 100 for “Yes.” The

52.0| to the

- Would you be willing to start or join a
strike over any of the following job
featuras?

Government 0.1 sample includes employed respondents
Réil Edas . from the November 2024 thru January
. 2025 SWAA who worked the prior week
Manulaciuring s We reweight the raw responses from US
Healtr Care & Social Assistance 2 residents earning $10,000 or mor in the
Retail Trade 28 prior year to maich the 2010-2018 CPS
Education da by age = sex x edusation x sarrings
) cels,
Hospitalily & Food Services 258
! ! ! ! N= 11579

W20 a0
Strike Willirgness Index

°:,' CENTER CITY DISTRICT
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Amazon workers protest return to office mandate
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Motivation for Return to Office (Employee housing?)
Reasons causing decreased work productivity

BRITISH
) o\ socotoaicar
Figure 1. S ASSOCIATION

Others W 5.47% d
Poor internet connection  IEEENNN—————— 37.62%

Low self-regul 38.91%
Insufficient office software 40.51%
Irregular daily routine 3.09%
Lack of designated home workspace 43.73%
Family interferes with work 59.16%

Openin a new tab

Reasons causing decreased work productivity (n=311).
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Over past 6 years, China's office markets have experienced notable decline, marked by consecutive years of falling
rentals, increasing vacancy rates & weakening investor confidence. Decline in market values, ranging from 15% -30%
off peak levels, has been driven by decreases in net operating incomes & heightened risk premiums. Despite persistent
downward trends & significant oversupply issue, developers continue to introduce new office projects to market,
further exacerbating vacancy rate problems that have reached new record highs across many cities.

Office vacancy rates 2024, China vs select global cities
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Differences in China? CBRE report July 2023
Employer driven?

Asia Pacific Companies leading RTO with Plans to expand Office Portfolios:
Hybrid Working continues to be prevalent in Asia Pacific Post-Pandemic

Asia Pacific — July 3, 2023 — Employees in Asia Pacific are leading the way in the
return to the office, with office utilization rates in the region reaching 65%, compared to
50% in the U.S. and Europe, according to a by CBRE.

Survey found nearly half (48%) of companies are prioritizing efforts to bring their
employees back into the office amid economic uncertainty. Although hybrid working
remains the new normal in Asia Pacific, 44% of companies plan to increase their office
portfolios over next 3 years, indicating a strong improvement in expansionary appetite.

This is contrary to the belief that the pandemic and remote work adoption led to

companies to reduce office space. In fact, 37% of Asia Pacific companies expanded
their office portfolio over the past three years, while only 25% downsized.
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Oxford Economics Report May 2024
High vacancy: Suggests developer driven over supply

Bog |02 oy 20

Chinese office markets look set for
a lost decade

snars.

Nenoias wilsen
Associate Difecter, Real EStala ECONOMICS, ASiC
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Global survey of WFH

Paid Full Days Worked from Home per week (April-May 2023)

3',5.’ CENTER CITY DISTRICT
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ployee preferences WFH 2023

Average number of WFH days per week that employees desire

0 1 2 3

European development path
Historic center of Paris; Height controls

N

no'., ENTER CITY DISTRICT

Amsterdam

1

J-ue pIaysul
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Global survey of WFH 2023
urrent Working Arrangement (April-May 20

Fully on site 6.5

Hybrid 2586

Full WFH 19

0 20 40 60

Parcent of respondents

Most European city centers historic: Copenhagen
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Amsterdam, corporate headquarters in historic bdig

8‘: CENTER CITY DISTRICT
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Amsterdam: modern office outside the core

E-.;' CENTER CITY DISTRICT

Rotterdam, Netherlands
North American style CBD; historic city was blitzed in WW 2

E-.;' CENTER CITY DISTRICT

La Defense in Paris

E-.;' CENTER CITY DISTRICT

Office park at Schiphol Airport, outside Amsterdam

Rotterdam, Netherlands South side: across river

3‘-.5,' CENTER CITY DISTRICT

Dimly visible in the distance

16
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Canary Wharf in London

g':CENTER CITY DISTRICT

Office classification Trophy, A & B buildings:
Age, technological sophistication, flexibility of layout
Well tracked by commercial brokerage firms
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“Flight to quality”

As tenants renew leases, they downsize to adjust to hybrid work
patterns. When not everyone is in the office 5 days/week, not
everyone needs their own desk. In Philadelphia, most renewals take
25% less space.

Tenants exit older buildings in “flight to quality,” adopt desk-sharing
& occupy less space in more expensive buildings. They trade even in
occupancy costs but leave in their wake rising vacancy.

Unless a significant number of in-movers or a robust start-up culture

84% of leases signed by Brandywine are internal moves within
Philadelphia; only 3 leases signed in 2023 & 2024 were firms moving
into Philadelphia from outside (3.24.25)
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Canary Wharf East of historic city of London
Historic city center & office district are separate

:’3 CENTER CITY DISTRICT

100

Flight to quality
From Class B & C to Class A

Class A buildings, more
recently constructed or
renovated with higher level of
. amenities, are successfully
£ retaining & attracting tenants,
i~ sustaining rents.

Class B & C buildings less
amenities, lower rents,
struggle due to weak demand

ALLLLULRLL LT of

&

uue
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Philadelphia’s 1997 10-year tax abatement converted
40 major buildings (10 million sf) to residential or hotel
Made Philadelphia a national leader in office conversions

i S a7
RECENT OFFICE CONVERSIONSSTRC E19:

104
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Ever below the red line is fully taxable

Buildings Converted to Residential Use, 1997-2024
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Downtown housing increases office occupancy
Philadelphia: within 2 miles 92% return to work; over 10 miles = 55%

Philadelphia Employee Recovery Rate by Commuting Distance l
100%
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2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023
Qi Q@ @ Q4 Q Q@ Q3 Q@ Q @ Q Q4 Q1 Q2 a3 a4

——Less than 2 Miles ~ ===2-5 Miles 5-10Miles =10+ Miles

Q
&5

107

Percent of land devoted to different uses

Downtowns have over-invested in work-related uses

LIVE/WORK/PLAY CONCENTRATION BY GEOGRAPHY

ALL cITY Just commercial areas DOWNTOWNS
- ‘
52.2%
aT%

Live Work W rPlay

ot -
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lly diversified office district with new

More on the western edge, west of 19th

N oftcs/Commercisl
M Apartments/Condominiums
| Civic/Cuturs
D uncer construction
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Rebecca Rockey & Chris Leinberger Reimagining Cities
Applied portfolio investment theory to real estate in 15 urban places

CUSHMAN &
WAKEFIELD

@ Boston

© row vork
° ® Prisceicha
b ~ aricago © wasnington, o
‘San Francisco @ Raleigh
.
° .
Los Angeles ~
Austn
.
viami

DISRUPTING THE
URBAN DOOM LOOP

:’3 NTER CITY DISTRICT
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Recommended shift in Walkable Urban Spaces
(WalkUps) Land-use allocation

KEY FINDINGS FROM OUR STUDY:

Downtown WalkUPs are extremely Work- DOWNTOWN WALKUPS
centric. Downtown WalkUPs contain 32% LIVE _WORK

of real estate value in WalkUPs. They are

much more oriented toward Work than other

‘WalkUPs or the rest of the city and metro area.

‘Other WalkUPs are more balanced. The three
non-Downtown WalkUPs (Downtown Adjacent, OTHER WALKUPS

Urban Commercial and Urban University) LUvE WORK PLAY
are much more balanced and in line with our

estimates of an optimal product program (as AL8% 14.3%
shown on the right).

The key finding of this research Is that an

optimal real estate product portfolio mix OPTIMAL PRODUCT PORTFOLIO*
axists, and citles, particularly Downtowns, uvE QNN PLAY
must rebalance thelr portfollos accordingly.

This optimization would generate the highest 0% 26.0%
real estate valuation price per square foot

(PPSF) and GDP for WalkUPs.

:’3 CENTER CITY DISTRICT
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Most of the easier ones have been converted The problem: 101 commercial office buildings in Center City
43.4 million sf of space; 10.2 million sf (23.5%) are vacant
An historic high during last 2 decades

g'.;'CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT

Location: 14 office buildings, 5.1 million sf account Empty 1701 Market Street: conversion

E‘.?CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT

114 116

The 10-year abatement is sufficient
For Alterra’s renovation of 1701 Market Street (3.3.25)
Office floorplate lays out well for conversion to apartments

Mixed use buildings

OFFCEFLOORPLAN —— — i ' | Some buildings may have
| floorplates and two sets
of elevators that allow for
a portion to be converted
to residential & a portion
to remain office where the
conversion can work with
| the ten-year abatement

g'.;'CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT
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Develop strategy that recognizes substantial
difference between vacant buildings

(a) Some still actively adding tenants; (b) Some can be converted to residential

(c) Some may work as residential with larger incentives

g':CENTER CITY DISTRICT

Options/strategies

More potent incentives to convert harder buildings
20-year abatement to convert more challenging structures
to residential; other cities — state subsidies
rent subsidies for mixed income housing

Help viable offices remain offices; low interest loan fund for
tenant improvements to facilitate more office leasing; grants?

encourage owners & tenants to focus on employee amenities

Incentives to improve public environment & ground floor retail
to make setting more appealing for office leasing?

g':CENTER CITY DISTRICT

Dining rooms with Chefs; adding daycare

v ) | i
g‘:CENTER CITY DISTRICT

(d) Some obsolete as office, shedding tenants (29% vacant)
In financial difficulty & won’t convert efficiently to residential
Even with greater subsidies

121

123

125

\_BLal

:’3 CENTER CITY DISTRICT

Far more attention to quality space
Office as a place that people want to come to
A place for interaction; enriched with services

:’3 CENTER CITY DISTRICT

Employer response: Increasing amenities within offices

Anthropology at the Navy Yard: dogs allowed

———— m
o

:’3 CENTER CITY DISTRICT
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126

128
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Leasing strategy & message

((o))JLL 1600 Market | 1600 Market St
908 - 175,284 SF of 4-Star Office Space Available in Philadelphia, PA 19103
ST, LAl T AT T G o & N SRR Y
&5 w O
HIGHLIGHTS . (215) 769-9828
+ 1600 Market Street, o landmark property o Select from many dynamic office spaces with
blending modern design, wellness-focused sleek designs, state-of-the-art focilties,
amenities, and vibrant energy in wellness amenities, and cutting-edge
Philadelphia’s Center City. technology for tenants CONTACTS
o Offering flexible office spaces from 1,000t0 e Enjoy amenities such as Elixr Coffee Bar, Alex
100,000 square feet, fostering creativity, collaborative workspaces, a fitness center, Breitmayer
productivity, and growth for businesses of all and the seamless AREPx tenant opp.
sizes « Steps from hotels such as The Westin and m Mitehel
o Located near major transit hubs, including cultural hotspots, including Parc and The W
Market/Frankford Line and PATCO, with Continental, fostering vibrant work-life © V)
2,000 nearby parking spaces. balance. ’
ALL AVAILABLE SPACES(21)

E':CENTER ITY DISTRICT :';'-.5.' CENTER CITY DISTRICT
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Why business & property owners often ask them to be removed

COMCAST
CENTER

E':CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT

129

More plaza amenities open to public
Similar management challenge
Intermediary organization to manage the spaces?

‘lgli

i l!""”

E':CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT
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More outdoor events
Summer 2016

g

E‘,,’CENTER CITY DISTRICT
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Blank walls of the Dow building

E‘,,’CENTER CITY DISTRICT

2006: MSE Goal: Stimulate movement between major
destinations at either end of the street;

1.1 million + 3.5 million

il d ~y

L P @
= o dr':‘;\ "

8 City Blocks 3500 Feet 2/3 of a Mile g‘.:CENTER CITY DISTRICT

San Francisco: Vacant to Vibrant
https://www.vibrantsf.org/

The role of an intermediary organization

You bring the ideas,
we handle the logistics.

Vacant to Vibrant is a program by SF New
Deal and the City of San Francisco. We help
small businesses collaborate with local

v

property owners fo create engaging pop-up
experiences and community spaces in
downtown San Francisco.

Our team handles everything from managing
pop-up permitting to securing city funding so
it's easy for locals to participate in turning

vacant storefronts into vibrant gathering places
— and help re-energize the neighborhood.

133

:';'-.5.' CENTER CITY DISTRICT
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Extend convention district eastward

:';'-.5.' CENTER CITY DISTRICT
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Historic area westward to City Hall in the gaps & link Convention district to historic area

L % I3

M= -1 B[] Undenbeveloped and Vacant | Fedestrin Coanections

Market Stroct East - Hedevelopment

o
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Draw foot traffic from north & sou

Draw visitors west from historic district

Carvention Chinatown
Lenter
5 =
p-1 ” |
. £
.
— s ¥ n A el
= s - o e ”
.
o s .
! . = - Prves 1 Historic
] e District
| n | |
Aoeere oF The Arts 'u — e — - -
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e 3% 30
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2006: Activate corner of Rohm & Haas Take down wall; convert to retail use

2006

S CENTER CITY DISTRICT |.-.| Cope Linder Architects S CENTER CITY DISTRICT
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Add an outdoor café
But nothing happened

g':CENTER CITY DISTRICT

144 145

Eager to provide worker amenities
& draw tourists across the street

g':CENTER CITY DISTRICT
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Week night & weekend destination

ol - =

g':CENTER CITY DISTRICT
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2013: Ownership changes; Dow downsizes

3-.?.' CENTER CITY DISTRICT

Groundswell: Independence Beer Garden

3-.?.' CENTER CITY DISTRICT

Stairs get built & La Colombe opens

3-.?.' CENTER CITY DISTRICT
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Animates the interior; Upper floor leasing improves

T

:': CENTER CITY DISTRICT

no'.;'CENTER CITY DISTRICT
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Unsuccessful effort at Penn Center ! '“"?“f"“::
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Many class A owners have the resources to
invest in public space amenites

= e

&;’CENTER CITY DISTRI
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Transform the space between Penn Center buildings
2009 CCD retained Studio Bryan Hanes:

:': CENTER CITY DISTRICT

Temporary art

:': CENTER CITY DISTRICT

:': CENTER CITY DISTRICT
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| Green option between Penn Center buildings

RN DEVELOPMERT i3 PHASE1- OPTION A

E-.;' CENTER CITY DISTRICT 8‘3 CENTER CITY DISTRICT
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Ground floor building leasing

——— N

E-.;' CENTER CITY DISTRICT 8‘3 CENTER CITY DISTRICT
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Temporary retail?

ASE1- VENDOR'S STANDS B PHASE 1- VENDOR'S STANDS

g':CENTER CITY DISTRICT 3-.?.' CENTER CITY DISTRICT

168 169

Add transparent building on corner
Bryan Hanes

16th & JFK corner

== IASE 2 - 16TH ST. COURTYARD B S
S5 CENTER CITY DISTRICT £ CENTER CITY DISTRICT

172 173
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174

176

178

Bicycle parking & repair shop at concourse level

-
PHASE 2 - 16TH 5T. COURTYARD

:': CENTER CITY DISTRICT
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Existing “Leaves” artwork

no'.;'CENTER CITY DISTRICT :': CENTER CITY DISTRICT
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Proper maintenance & relighting Failed to get several grants: project put on hold
: > ; o Nl g -

—=—-m‘. -
=l =R | SR
P W ;o

no'.;'CENTER CITY DISTRICT :': CENTER CITY DISTRICT
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Shifted energy & focus across the street

Y

S CENTER CITY DISTRICT

180

One more effort

la i‘:i;;-_ -

===

S CENTER CITY DISTRICT

S CENTER CITY DISTRICT
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Opened Dilworth Park in 2014

S

8‘: CENTER CITY DISTRICT

Worked with 1515 Market plan for half the plaza

ﬁmﬂ;ﬂ;_m.mu
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Temple began search for other locations
Project again put on hold

8‘: CENTER CITY DISTRICT
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Office sector retention strategy Tenant retention 2022
Partnership of Commerce, PIDC & CCD

+ 2001-2008 visited over 100
decision makers whose leases
were coming due

+ 150 out of 155 major '_ * worked with commercial brokers

commercial leases renewed
- : = + 18 leases over 25,000sf expire by
17 mill feet of : Z
million square feet of space end of 2022

« Paying attention : Lt
 Fixing little problems . + Commerce, PIDC, SEPTA & CCD

» making firms aware of various
public programs —training, low-
interest loans

« tax and regulatory problems

* Public space & infrastructure

E‘,,’CENTER CITY DISTRICT :';'-.5.' CENTER CITY DISTRICT

It will take more than business as usual
To spark recovery & maximize re-leasing

E‘,,’CENTER CITY DISTRICT
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