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Market Overview

The Washington, DC office market saw a

sharp reversal in Q2 2025, with net absorption
plummeting to -1,010,852 square feet. This
sharp decline effectively erased most of the
gains made in the preceding two quarters. This
reversal follows a period of modest momentum,
with the market absorbing 367,616 square feet
in Q1 2025 and 770,221 square feet in Q4 2024,
together marking the first sustained positive
run—over 1.1 million square feet combined —
since 2022. As a result of this quarter’s
contraction, the overall vacancy rate rose by 90
basis points, reaching 20.9%, up from 20.0%
last quarter.

Rental rates showed mixed trends. The overall
average rate declined 0.05% quarter-over-
quarter to $60.03 per square foot. Class A
space averaged $63.05 per square foot, up
1.86% from last quarter, with Class B showing
a slight increase of 0.22% to $50.09 per square
foot. Trophy assets, however, showed a slight
decrease of 0.21% from the previous quarter,
reaching an average of $83.20 per square
foot. Investment activity remained steady,
underscoring continued interest in high-
quality, well-located assets. Exelon acquired
the 383,810-square-foot Class A building at
750 9th Street NW in the East End, where
they currently occupy the whole building, for
$175 million ($455.95 per square foot) from
Brookfield. Easterly Government Properties
purchased the 289,873-square-foot Class A
property at 1200 1st Street NE, located in the
NoMa, from Principal Real Estate Investors for
nearly $119 million ($312.32 per square foot).
Noteworthy lease transactions included the
U.S. Department of Justice’s 402,787-square-
foot renewal at 145 N Street NE in the NoMa
submarket.

Net Absorption
(1,010,852) SF

Direct Asking Rent
$60.03/SF

Vacancy

20.9%

Notable Regional Insights

With the development pipeline at its lowest level in two decades, the
market is experiencing a rare pause in new supply.

| -

Employment gains are tied largely to federally backed infrastructure
and institutional projects, boosting construction jobs while office-
occupying sectors lag.

Full Service Rents by Class

Asset Full Service Q-Q % YTD %
Class Rent/ SF Change Change
Trophy $83.20 -0.21% 1.02%
Class A $63.05 1.86% -0.65%
Class B $50.20 0.22% -2.50%
Overall $60.03 -0.05% -1.63%

Recent Sale Transactions
701 9th Street, NW

Recent Lease Transactions
145 N Street, NE

NoMa East End
.. U.S. Department of Justice Buyer: Exelon
402,787 SF 383,810 SF

725 12th Street, NW 1200 1st Street, NE

East End NoMa
Cooley LLP _ Buyer: Easterly Government Prop.
125,680 SF 1 289,873 SF

1717 K Street, NW 901 K Street, NW

CBD East End
¢ Baker Hostetler Buyer: Shorenstein Properties
82,275 SF 260,797 SF
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Market Data

The Washington, DC office market saw its recovery stall in Q2 2025, posting som
-1,010,852 square feet of net absorption. This follows positive absorption of 1,137,616
square feet over the previous two quarters, putting a halt to the first period of growth
since late 2022. Trophy-class properties remained a bright spot, recording 63,438
square feet of positive absorption in Q2. However, both the CBD and East End, which
were key drivers of growth last quarter, saw sharp reversals. Class A space in the

East End recorded -411,405 square feet, while Class B properties in the CBD posted “1.0M
-165,783 square feet, both giving back much of their earlier gains. Overall, Class A
posted -651,198 square feet, and Class B ended the quarter with -423,092 square
feet of net absorption. The development pipeline remains at its lowest point in two soM
decades, with no significant office deliveries anticipated this year. This will help ease IS ® ¢
some of the pent up pressure on vacancy rates from shifting tenant demand and

evolving workplace strategies.

Occupancy Growth

2.0M
1.0M

0.0M

Net Absorption

-20M

Under Development
Following nearly a decade of consistent development, the construction pipeline in ®Under Construction = Deliveries
the DC market has leveled off significantly. Lack of organic tenant demand, coupled 70M
with escalating construction costs and broader economic challenges, are key factors 60M
contributing to the slowdown in office projects. Notably, while new trophy deliveries 50M
have attracted greater leasing activity compared to existing buildings, the decline in 40M
new product coming to market may have a ripple effect on lower-class buildings as
tenants reassess their relocation needs. In fact, no new construction projects were
completed in the first quarter of 2025, and only ~400,000 square feet remains under
development—a drastic drop from the peak in 2017, when over six million square feet I . . [p—
were under construction. Stonebridge and Rockefeller Group’s 600 5th Street NW 2017 2018 2019 2020 2021 2022 2023 2024 2025
is currently the only project underway in Washington, DC. The redevelopment, 52%
preleased to Crowell & Moring, is expected to be delivered in early 2026.

Square Footage

Vacancy Rate by Class
The flight-to-quality trend remains a defining feature of the Washington, D.C. office aemTrophy emsmGlass A Class B
market, with trophy buildings continuing to outperform Class A and Class B properties. s
As of Q2 2025, trophy buildings reported a vacancy rate of 17.2%, up from 16.7% in

221%

Q1, reflecting a modest increase of 50 basis points. In contrast, Class A properties 20% ° ° A‘./.'_‘O_a%
saw vacancy climb by 120 basis points to 21.0%, up from 19.8% last quarter, while 15% \./ “;3’. hd——
Class B vacancies improved slightly, decreasing by 90 basis points to 22.3% from D o i 4 R
23.2% in Q1. This sustained preference for high-quality, well-located office space 10%

underscores how tenants continue to prioritize modern, premium environments, even 5%

as broader market conditions fluctuate. The widening gap between trophy assets and

the rest of the market highlights the enduring demand for top-tier buildings that best % B S S

align with evolving workplace strategies.
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Sublease Report

The sublease market in Washington, DC continues to play

a significant role in the overall office market landscape.
Currently, there are approximately 301 sublease spaces
available across the District, totaling nearly 2.9 million square
feet. Roughly 44% of these spaces range from 5,000 to
20,000 square feet, offering a variety of flexible options for
tenants with diverse space requirements. The East End and
Central Business District (CBD) remain the dominant areas,
accounting for 65% of the total available sublease space.

Pricing for sublease spaces varies, with 36.5% of the current
offerings asking between $35.00 and $55.00 per square

foot. The majority of subleases in the market are priced at a
significant discount compared to direct spaces, putting further
pressure on landlords as they compete for tenants in the
market. The breakdown of lease term lengths further reflects
the market’s dynamics, with 70% of subleases offering terms
of 5 years or less. These varied term lengths contribute to the
flexibility tenants seek in the current market.

In terms of activity, The CBD saw some of the biggest gains in
sublease space in Q2, with approximately 150,000 SF being
added across 17 spaces. In the market overall, the amount of
sublease space increased by approximately 45,000 SF, which
reflects continued pressure even amidst natural sublease
expirations and additional listings coming on market.

Sublease Inventory
by Submarket
O< 1 year

@ 1-3 years
32% of all sublease
availabilities listed as
“Negotiable”

0O3-5 years

W5+ years
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Economic Outlook

DC’s unemployment rate of 5.8% in Q2 2025, down from the
10-year average of 6.1%, reflects a steady recovery in the local
labor market. The federal labor force concentrated in the District
remains robust, however lasting hybrid work policies enacted by
the government continue to hinder overall office occupancy and
foot traffic in surrounding downtown retail.

Nationally, the USA’s unemployment rate of 4.2% similarly falls
below its 10-year average of 4.7%. While this signals economic
stability, inflation remains a concern, with DC’s 12-month CPI
change at 2.4%. With costs of goods higher, compounded by
elevated labor and construction costs, companies are more
prone to make cost-conscious decisions as it relates to their real
estate needs.

January 2025

Employment Growth by Industry, 12-Month % Change,

Unemployment Rate
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Mining, Logging, and Construction, along with
Leisure and Hospitality and Other Services,
have experienced significant job growth

over the past year, helping to offset declines
in traditional office-occupying sectors.

Mining, Logging, and Construction _4.17% . = .
Much of the growth in Mining, Logging, and
Leisure and Hospitality I Construction is tied to increased federal
. infrastructure spending and new initiatives
Other Services I under the current administration, which have
Educational and Health Services I ervgn ‘aCtIVIty n transportation, cvic, and
institutional projects across the region—even
Total NonFarm -023% ] as office development remains at historic lows.
Financial Activities a0 [l In contrast, office-occupying industries
Professional and Business Services 0.92% - such as Trade, Trar]Sportat_lon’ and Utlht_les’
Government, and Information recorded job
Information -os% | losses, contributing to a 0.23% decrease in
Total Nonfarm employment. This underscores
Government -7 [ how the Washington, D.C. economy is
Trade, Transportation, and Utilities 2600 || currently r,elymg more on sectors Su_pporte'd'
by public investment and construction activity,
-4% -3% -2% -1% 0% 1% 2% 3% 4% 5% 6%

rather than growth in traditional office-based
employment.
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Submarket Statistics - All Classes

Inventor Sublet
Submarket (sF) Y | Available
(SF)
Capitol HillL 31 5533470 66,154
Selehiel] 13 3,268,702 244,502
Riverfront
CBD 190 | 37,604,273 740,862

East End 200 47,031,116 | 1,181,647
Georgetown 26 2,918,582 58,178
NoMa 35 10,352,888 150,518
Southwest 36 12,475,981 68,022
Uptown 82 7,155,680 97,269
West End 20 3,308,190 | 207,664

Overall 633 129,648,882 2,814,816

Market Statistics by Class

Sublet

ITCIEIRT | oo

(SF) (SF)

Trophy 48 15,684,279 92,779
Class A 264 | 72,216,400 2,071,186
Class B 321 41,748,203 | 650,851

Total
Available
(SF)

1,652,509

1,097,882

10,699,997

13,162,542

799,291

2,166,290

1,916,437

1,089,283

855,759

33,439,990

Available | Vacancy

2,971,484
19,083,434
11,385,072

Direct
Vacancy

Rate

25.1%

24.1%

21.9%

19.3%

24.7%

14.7%

14.9%

21.2%

17.2%

19.8%

16.8%
19.6%

21.4%

Overall
Vacancy

Rate

26.2%

24.8%

23.1%

20.6%

24.7%

15.2%

15.3%

21.7%

23.1%

20.9%

Overall
Vacancy

Rate
17.2%

21.0%

22.3%

Net

Absorption
Current (SF)

(64,262)

(37112)

(47,795)

(491,854)

(179)

(234,057)

(136,132)

(8,122)

8,661

(1,010,852)

Net

Absorption
Current (SF)

63,438
(651,198)
(423,092)

Under

Construction

400,000

400,000

Under

Construction

400,000

Avg Asking
Rental
Rate (FSG)

$74.66

$58.91

$58.83

$63.92

$51.16

$52.03

$49.65

$46.12

$5795

$60.03

Avg Asking

Rental

Rate (FSG)

$83.20
$63.05
$50.20

*The information contained in this report references Trophy, Class A, and Class B office properties 20,000 square feet or larger (excluding owner-occupied) located in the submarkets shown.
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Contact us for more information.

Dylan Koerner
Research Analyst
dkoerner@cresa.com
703.263.5586
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