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Total Vacancy by Submarket & Asset Class
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Vacancy

The Chicago suburbs ended 2023 on

a sour note as vacancy again ticked
upwards, landing at 26.1% to close the
fourth quarter. Several buildings have been
taken out of the inventory this past quarter
as the have been marked for secondary
uses such a medical or industrial. The
Northwest submarket cluster continues to
be the most impacted by rising vacancy
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with near 33.6% of the market vacant.
The O’Hare market continues to be the
strongest, but experienced an increase

in vacancy up to 20.3%. Class C space
was the only asset class that saw vacancy
decrease in the quarter, ending at 20.3%,
while both A & B buildings saw vacancy
increase to 26.1% and 28.9% respectively.
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Market Rent & Lease Volume

Rental rates in the suburbs are essentially
unchanged to close out 2023, with gross
asking rates inching up to $25.34 (an
increase of $0.01). Class A rents closed at
$32.41, up $0.19 from the third quarter.
Class B and C rental rates ended the third
quarter at $24.64 & $19.88, with Class B
rents declining $0.08 and Class C rents
increasing $0.02. Rates continue to bob
up and down marginally as landlords drop
their base rent but increase expenses (for
inflation) or taxes (for higher assessments).
Completed transaction volume is down to

its lowest level since the end of 2021, with
just over 850,000 square feet of transactions
completed. Landlords are facing more
pressure than ever to secure existing or new
tenants, as loan maturities, interest rates,
and dropping valuations begin to weigh
heavily on the market. Most transactions
carry above market concessions packages
to entice tenants. Average net effective rents
across the market have dropped $1.01 over
the past year, as the control of the market
continues to rest firmly in occupiers’ hands.
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Q4 2023 Large Transactions

Tenant Address

FAA 9600 W Bryn Mawr Ave
Topco Associates 2 Pierce PI

Haribo 9500 W Bryn Mawr Ave
MultiColor 6111 N River Rd

Wells Fargo 9377 W Higgins

Triump Higher Education 150 N Martingale

Q4 Direct Net Absorption by Submarket
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Size
108,094 SF
83,613 SF
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21,640 SF

Absorption

Net absorption was negative again in the
fourth quarter, with 498,183 square feet
of space returning to the market. Class

C buildings experienced 69,616 square
feet of positive absorption while Class B

& C buildings were both negative. The
East West Corridor saw absorption figures
turn positive while the North, Northwest,
and O’Hare markets were all negative.
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Deal Type

New Lease
New Lease
Renewal
New Lease
Renewal

Downsize & Extension

Notable tenants moving into new space

0 moving out include AmpliFl Solutions
(17,000 square feet) moving in at 1240
Diehl, Deluxe (30,000 square feet) moving
out of 8430 W Bryn Mawr, Turtle Wax
(44,000 square feet) moving out of 2250
W Pinehurst, and NICB (32,000 square
feet) at 1111 W Touhy.



Total Available Sublease SQF
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Subleasing

While the downtown office market grapples with a glut of sublease space, the suburban
office market has yet to experience the surge that downtown owners have had to compete
with. In fact, vacant sublease space has declined to near the all-time low of 0.8%, resting
at 1.1% for the quarter. Available sublease space has declined to the same level as 2021,
ending at 3.2% down from its peak in 2021 (3.6%). This has had the effect of relieving the
pressure on landlords to drop their rates to compete with subleases in the market. With
that said, sublease space provides both flexibility and below market rates for the right user.

4 167 N. Green Street, Suite 1301
Chicago, IL 60607

o
=‘
)
H
|
i
E
X
u
]
]
| ]

ERsSRandhaeay

Buildings Recently Sold

Property Address Property City  Building SF Sale Price Price PSF
2300 Cabot Dr Lisle 54,000 $2,675,000 $49.54
930 National Pky Schaumburg 106,380 $3,520,000 $33.09
7400 N Caldwell Ave Niles 54,000 $2,675,000 $49.54
1800 Holliser Dr Libertyville 57,585 $6,242,714  $108.43
1900 Holliser Dr Libertyville 34,233 $4,756,286 $138.94

Capital Perspective

Given the challenging interest rate environment for lenders, the capital situation in the
Chicago suburbs has become a front-and-center issue for most landlords. Building
values are dwindling as vacancies rise and demand falls. This has caused several
buildings to become distressed. There are currently 59 buildings under the watch of a
special servicer, up two buildings since the third quarter, and an additional 26 on the
watchlist, resulting in 10.6% of the market in dire financial circumstances. It is likely that
this will continue to increase, with a substantial amount of CMBS loans coming due over
the next three years. As values fall, buildings will begin to trade hands below their prior
sale totals, allowing for, in some cases, a reset of the market in terms of rent. There are
currently 45 buildings in the suburbs for sale, with an average vacancy of 52.1%. Some
buildings are experiencing instability from another perspective. As even renewing tenants
can be untenable, funding concessions (such as Tl) has become difficult as construction
costs remain stubbornly high. Occupiers with lease expirations over the next several
years would be well advised to examine their current building and market options with
an advisor that is unencumbered by fiduciary obligations to building investors.
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Gross Rent
PSF
Per Year
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130

17
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Contact
For more information,
please contact:

Cresa Chicago

167 N. Green St., Suite 1301
Chicago, IL 60607

cresa.com
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+ Follow Us

Check out our social
media channels to stay
up on current market
trends and availability.

Cresa © 2024


https://www.linkedin.com/company/cresa-boston/
https://twitter.com/cresaboston
https://www.facebook.com/CresaCorp/
https://www.instagram.com/cresa_boston/
https://www.cresa.com/

