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Vacancy Rate Net Absorption Direct Asking Rent

21.9% 229,543 $59.06/SF
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OFFICE REPORT

Market Overview
The Washington, DC office market returned to 
positive territory in Q2 2026, recording 229,543 
square feet of positive net absorption. This 
improvement was driven in part by the city’s 
continued leadership in redevelopment activity 
and office-to-residential conversions, which have 
helped stabilize market conditions by reducing 
available inventory. The overall vacancy rate 
remained relatively flat, declining just 10 basis 
points quarter-over-quarter to 21.9%. 

Rental rates remained relatively stable in Q2 
2026, with only modest changes across all 
building classes. The average full-service rental 
rate increased 0.59% quarter-over-quarter to 
$59.06 per square foot, bringing year-to-date 
change to -1.64%. Class A rents rose 0.59% 
to $61.89 per square foot, while Class B rents 
decreased 0.17% to $49.01 per square foot. 
Trophy properties saw the largest jump in rent, 
increasing 0.62% to $84.00 per square foot. 
This continued strength reflects sustained 
demand for high-quality space despite broader 
softness in the office market.

Leasing activity rebounded during the quarter, 
driven by strong law firm demand, which 
accounted for approximately 600,000 square 
feet of leasing volume. Investment activity 
remained below pre-pandemic levels as investors 
continued to navigate uncertainty around office 
valuations. Notable sale transactions included 
Jemal’s Equities’ acquisition of 99 M Street SE, 
the Government of Algeria’s purchase of 1441 L 
Street NW, and ExecuRental’s acquisition of 401 
14th Street SW from the GSA. On the leasing 
front, White & Case completed one of the largest 
office deals in recent years, while Honigman 
signed a new lease at 1999 K Street NW, 
doubling its footprint.
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NOTABLE LEASE TRANSACTIONS

Q2 2026

WASHINGTON DC KEY PERFORMANCE INDICATORS

Asset 
Class

Full Service 
Rent Per SF

Q-Q % 
Change

YTD % 
Change 

Trophy  $84.00 0.62% 0.96%

Class A  $61.89 0.59% -1.87%

Class B  $49.01 -0.17% -2.43%

Overall  $59.06 0.59% -1.64%

BUILDING CLASS COMPARISON

Tenant Property Submarket Square Feet

White & Case 1701 Pennsylvania Ave NW CBD  196,000 

Steptoe 1330 Connecticut Ave NW CBD  153,000 

General Services 
Administration

355 E St SW Southwest  86,000 

Honigman 1999 K St NW CBD  23,000 
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MARKET AT A GLANCE

In Q2 2026, the Washington, DC office market 
recorded 229,543 square feet of positive net 
absorption. This ended a prolonged period of 
contraction. Trophy properties led performance 
with 280,648 square feet of occupancy gains, 
continuing their recent momentum. Class A assets 
posted a modest gain of 15,979 square feet, while 
Class B properties recorded 59,214 square feet 
of negative absorption. By submarket, Uptown 
experienced the largest pullback, giving back 
157,479 square feet of occupancy. In contrast, the 
East End and CBD remained strong performers, 
together recording 442,423 square feet of 
occupancy gains during the quarter.

Construction activity in Washington, DC has 
declined significantly over the past decade, driven 
by weak tenant demand, rising construction 
costs, and broader economic headwinds. While 
recently delivered Trophy assets have continued 
to outperform older inventory in attracting tenants, 
the sharp slowdown in new development may 
limit future relocation opportunities and prolong 
leasing challenges for lower-tier buildings. As 
of Q2 2026, construction has commenced on a 
single Trophy development at 725 12th Street NW, 
adding approximately 320,000 square feet to the 
pipeline. The project is fully pre-leased by law firms 
McDermott Will & Emery and Cooley LLP.

The flight-to-quality trend remains a defining 
feature of the Washington, DC office market, with 
Trophy assets continuing to outperform Class A 
and Class B properties. As of Q2 2026, Trophy 
vacancy declined 70 basis points quarter-over-
quarter to 16.0%, reflecting sustained demand for 
newer, highly amenitized space in prime locations. 
When looking at Trophy vacancy in just the CBD 
and East End submarkets, that figure drops to 
12.0%. Class A properties also improved, with 
vacancy declining 60 basis points to 21.4%, 
while Class B vacancy remained unchanged at 
24.3%, the highest among all classes. Overall 
vacancy has remained largely stable over the past 
two years. Top-tier assets continue to capture a 
disproportionate share of leasing activity, while 
older buildings face persistent leasing challenges.
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DISTRICT OF COLUMBIA TOTAL SUBLEASE AVAILABILITY
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SUBLEASE TERM DISTRIBUTION
35% of all sublease availabilities listed as 
“Negotiable”

The sublease market in Washington, DC continues to play a significant role 
in the overall office market landscape. Currently, there are approximately 
313 sublease spaces available across the District, totaling over 2.8 million 
square feet of inventory. Roughly 65% of these spaces range from 2,500 
to 20,000 square feet, offering a variety of flexible options for tenants with 
diverse space requirements. The East End and CBD remain the dominant 
areas, accounting for 67% of the total available sublease space across the 
District.

Pricing for sublease spaces varies, with 42% of the current offerings asking 
between $35.00 and $45.00 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 nearly 70% of subleases offering terms of 5 years or less. 
These varied term lengths contribute to the flexibility tenants seek in the 
current market.

The East End saw a lot of sublease activity in Q2 2026. The Washington 
Post listed 174,359 square feet of its headquarters at 1301 K St NW. 
Meanwhile, Meta withdrew about 125,000 square feet of sublease space 
from 575 7th St NW; both these buildings are in the East End. Capitol 
Riverfront and Capitol Hill listed only 2 spaces each, totaling only 14,318 
square feet of new space added this quarter. In the District overall, sublease 
availability increased by about 59,871 square feet from Q1 2026, reflecting 
continued pressure even amidst natural expirations and withdrawals.

Subleasing continues to play a 
significant role in DC office market

DISTRIBUTION OF SUBLEASE AVAILBILITIES BY SQUARE FOOTAGE

• 39.4% Increase from 2020 
• 21.1 Average Months on Market



As the 4th of July approached, the federal government increasingly stressed the importance of improving the nation’s 
Capitol. The current administration’s goal is to present DC favorably for visitors coming to celebrate America’s 250th 
birthday and who visit for years to come. This effort reflects a shift toward more centralized federal control over land use 
in DC, with the National Park Service serving as a lead construction authority. The broader aim is to position DC as a 
national stage rather than simply a city, where streets, parks, and monuments function not only as infrastructure but also 
as symbols of capital investment and national identity.

The beautification efforts aim to increase tourism, boost consumer spending, and enhance Washington, DC’s image 
as the nation’s capital. If completed efficiently and maintained over the long term, these investments could generate 
meaningful economic benefits by attracting additional visitors, encouraging private investment, and supporting local 
businesses. However, the initiatives have also drawn criticism regarding their cost, funding sources, and whether certain 
projects represent the most effective use of public resources.

Washington, DC - Q2 2026 

FEDERAL INVESTMENT IN THE NATION’S CAPITAL

Triumphal Arch

This 250-foot monument arch is planned to go in at the 
Arlington Memorial Bridge. This will be a major addition 
to the landscape and skyline of DC, along the National 
Mall Axis. The construction could cause major traffic 
disruption around the memorial bridge; there will need to 
be a redesign of the roads to combat this. A cost estimate 
is still being calculated, but funding is expected to come 
from a mix of taxpayers and private funds. As of July 9th, 
the arch received preliminary approval from the federal 
planning commission.

Monument and Infrastructure Upgrades 

A major restoration of the Lincoln Memorial Reflection pool 
has begun along with surrounding National Mall landscape 

systems. The “Presidential Capital Stewardship Program” is 
a proposed $10B federal fund aimed to renovate DC parks, 

upgrade deteriorating infrastructure, and beautify public spaces 
around the monuments. The funding structure is still in the 
legislative stage of its proposal. It is managed through the 

National Park Service and intends to consolidate smaller DC 
repairs into a larger capital program. 

Freedom 250

This White House–aligned umbrella initiative coordinates 
National Mall programming and large-scale public events 
in 2026, including activities on the Mall and in ceremonial 
staging areas. The goal is to upgrade public assets into 
national showcase materials. Through Task Force 250, 
it operates as a public-private partnership funded by 
congressional appropriations, private sponsorships, and 
preprogrammed federal land-management funds.



SUBMARKET STATISTICS - ALL CLASSES

Submarket
Total 
Bldgs

 Inventory 
(SF) 

 Sublet 
Available 

(SF) 

 Total 
Available 

(SF) 

Direct 
Vacancy

Rate

Overall 
Vacancy 

Rate 

 Net 
Absorption 
Current (SF) 

 Under 
Construction 

 Deliveries 
YTD (SF) 

 Avg Asking 
Rental Rate 

(FSG) 

Capitol Hill  31  5,587,192  62,806  1,504,230 24.0% 24.8%  (2,960)  -    -    $70.33 

Capitol 
Riverfront

 14  3,371,243  276,823  1,120,521 20.9% 22.4%  15,161  -    -    $57.40 

CBD  189  36,870,526  721,030  9,918,544 21.8% 22.7%  205,317  -    -    $58.66 

East End  198  47,734,181  1,065,490 13,794,740 22.3% 23.2%  237,106  320,000  -    $63.12 

Georgetown  27  2,871,686  62,544  773,852 25.1% 25.4%  (6,957)  -    -    $58.55 

NoMa  37  10,955,286  99,496  2,854,279 16.1% 16.7%  (38,445)  -    -    $50.62 

Southwest  38  12,573,033  87,612  2,195,871 16.0% 16.1%  (29,862)  -    -    $49.35 

Uptown  82  6,645,434  181,654  1,174,833 21.9% 23.8%  (157,479)  -    -    $45.22 

West End  18  3,159,326  122,709  836,845 16.3% 19.7%  7,662  -    -    $53.12 

Overall  634  129,767,907  2,680,164 34,173,715 21.0% 21.9%  229,543  320,000  -    $59.06 

AS THE MARKET 
CONTINUES TO RESET, 
STABILIZATION WILL 
DEPEND ON REDUCING 
OBSOLETE INVENTORY 
AND MAINTAINING DEMAND 
FOR HIGH-QUALITY SPACE.

MARKET STATISTICS BY CLASS

Class
Total 
Bldgs

 Inventory 
(SF) 

 Sublet 
Available 

(SF) 

 Total 
Available 

(SF) 

Direct 
Vacancy

Rate

Overall 
Vacancy 

Rate 

 Net 
Absorption 
Current (SF) 

 Under 
Construction 

 Deliveries 
YTD (SF) 

 Avg Asking 
Rental Rate 

(FSG) 

Trophy  47 15,674,008  130,853  2,903,869 15.5% 16.0%  280,648  320,000  -    $84.00 

Class A  250 68,736,535  1,746,051 18,419,005 20.6% 21.4%  15,979  -    -    $60.51 

Class B  337 45,229,564  803,260 12,780,212 23.3% 24.3%  (59,214)  -    -    $49.85 
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Cresa is the world’s leading commercial real estate 
advisory firm that exclusively represents occupiers 
and specializes in the delivery of fully integrated real 
estate solutions. Our purpose is to think beyond space, 
strengthening those we serve and enhancing the quality 
of life for our clients. Delivered across every industry, 
Cresa’s services include Transaction Management, 
Workplace Solutions, Project Management, Transition 
& Relocation Management, Advisory, Lease 
Administration, Technology, Capital Strategies and 
Portfolio Solutions. In partnership with London-based 
Knight Frank, Cresa provides occupier-focused services 
across the globe. For more information, please visit 
cresa.com.

Visit Cresa.com For More Information.


